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I. ASSESSMENT OF THE CPS PERFORMANCE  

A. Strategic Positioning 

1. Economic and social context. The CPS for 2006–2009 was framed against an economy 
recovering from the 1997/1998 Asian financial crisis, but still suffering from high levels of poverty 
and vulnerability.1 In addition to exacerbating poverty, the Asian financial crisis underscored the 
lack of good governance in a highly centralized government system and in key sectors such as 
finance and banking. Partly in response to the governance problem, the country embraced major 
political and institutional changes, including far-reaching decentralization reforms. A focus on 
fiscal stability and public debt reduction following the Asian financial crisis contributed to low 
development spending. Private consumption was the main driver of economic growth. Progress 
toward the Millennium Development Goals (MDGs) was mixed. 
 
2. Despite the magnitude of the Asian financial crisis effects, Indonesia’s economic 
performance recovered in the new millennium and was solid during the 2006–2009 CPS period 
(Appendix 1). Economic growth accelerated to a 10-year high of 6.3% in 2007 and a respectable 
6.0% in 2008 before moderating to 4.5% in 2009, with the onset of the global financial crisis in late 
2008 and the subsequent slowdown in the world economy. Indonesia’s 2009 gross domestic 
product (GDP) growth rate was high in comparison to that of its peers, as domestic demand 
remained strong, supported by a temporary fiscal stimulus. Poverty was steadily reduced during 
the CPS period. The poverty rate fell by about 1% per annum to reach 14.2% of the population in 
2009. Indonesia is on track to meet its income MDG commitments, and is making good progress 
toward boosting access to basic education and reducing infant mortality. 
 
3. Growth in the services sector, which accounts for about 45% of GDP, has been crucial to 
Indonesia’s economic recovery. Improvements in the investment climate contributed to a rise in 
the investment rate from 23.5% of GDP in 2005 to 31.1% in 2009. Fiscal stability was maintained 
throughout the CPS period, with fiscal deficits of 0.3%–1.3% of GDP during 2005–2008. The 
deficit widened marginally to 1.6% of GDP in 2009, reflecting the authorities’ efforts to stimulate 
domestic demand. Still, the debt–GDP ratio of the national government fell to 28% in 2009, 
maintaining a decline from 47.3% in 2005. Consumer price inflation moderated from an estimated 
13% in 2006 to about 5% in 2009. Economic growth boosted income per capita from $1,662 in 
2006 to $2,333 in 2009—placing Indonesia squarely among middle-income countries. With higher 
incomes and growing confidence, Indonesia has become increasingly active in the G20, 
(Association of Southeast Asian Nations) ASEAN, and other regional and global initiatives.   
  
4. Strategic positioning assessed satisfactory or successful.2 As noted above, ADB’s 
CPS for 2006–2009 was formulated in the context of an economy recovering from the Asian 
financial crisis, but still suffering from high levels of poverty and vulnerability. The global financial 
and economic crisis toward the end of the CPS period also necessitated that ADB respond to 
support the government’s efforts to mitigate the impact of the crisis.  
   
5. ADB’s assistance was aligned with national priorities as identified in the government's 
national medium-term development plan (RPJMN) for 2005–2009 and with ADB's own strategies 

                                                
1
 ADB. 2006. Country Strategy and Program: Indonesia, 2006–2009. Manila.  In this supplement, the term ―country 

partnership strategy‖ is used instead of the term ―country strategy and program.‖ 
2
 The ratings used in this supplementary review follow those provided in Supplementary Template to the Country 

Partnership Strategy Final Review (footnote 1). Clarification is added to align with rating terms used in IED’s 
country assistance program evaluation rating system.   
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including the poverty reduction strategy, the medium-term strategy II (MTS II)3, and ADB’s Long-
Term Strategic Framework (Strategy 2020).4 The RPJMN for 2005–2009 sought to boost 
economic growth, create jobs, and accelerate the rate of social development. It emphasized policy 
and institutional reform, and priority was accorded to bolstering the involvement of civil society in 
the development process. The RPJMN included the eight MDGs as an overarching framework, 
placing human development and poverty reduction at the center of the development agenda.  
 
6. The alignment was underpinned in the CPS by a diagnosis of the binding constraints to 
development. The constraints identified were an adverse investment climate, poor physical 
infrastructure, underdeveloped financial sector, inadequate decentralized capacities, weak natural 
resource management, low development spending, and weak public sector management. These, 
in turn, guided the selection of CPS focus areas and interventions. Specifically, the CPS was 
anchored in the government’s twin goals of sustainable economic growth and support to achieve 
MDGs. It was focused on accelerating growth, job creation, and poverty reduction through 
improving the quantity and quality of physical and social infrastructure and by effectively using 
public, external, and private sector resources.    
 
7. The CPS had two main pillars: (i) fostering pro-poor, sustainable economic growth; and 
(ii) social development (Table 1). Good governance and anticorruption were defined as a key 
crosscutting thematic concern for all operations. ADB support in the pro-poor, sustainable 
economic growth pillar was designed to help the government boost growth by catalyzing public 
and private sector investment through a combination of macroeconomic, infrastructure, and 
financial sector reforms; selective infrastructure projects; and capacity development—with private 
sector investments focused on catalytic initiatives. In the social development pillar, ADB support 
was focused on improving fiscal decentralization to provide local governments with the means to 
improve service delivery.    
 
8. Five areas of engagement were identified under the CPS. These were designed to 
address specific constraints, and results indicators were defined for each. These areas were 
(i) improved infrastructure and infrastructure services, including rural infrastructure, to contribute to 
increased public and private sector investment, and improved sector regulation; (ii) a deepened 
financial sector, aimed at improving domestic resource mobilization to meet long-term financing 
needs; (iii) improved decentralization, with progress to be assessed by increased regional 
spending and enhanced financial reporting; (iv) accelerated MDG achievement, with ADB support 
aimed at contributing to better water supply and sanitation, health, and education indicators; and 
(v) strengthened environment and natural resources management, aimed at enhanced water and 
marine resources management and a reduction in pollution. These areas of engagement were 
high priorities in the 2005–2009 RPJMN; and were fully consistent with ADB’s long-term corporate 
focus on infrastructure, education, private sector development, and the environment. 
 

                                                
3
 ADB. 2006. Medium-Term Strategy II, 2006-2008. Manila 

4
 ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank, 2008–2020. 

Manila. ADB’s Strategy 2020 was published after the formulation of the CPS, although the CPS focus areas are in 
line with Strategy 2020 core areas. National Development Planning Agency (BAPPENAS), Government of Indonesia. 

2004. National Medium-Term Development Plan 2005–2009. Available at http://www.bappenas.go.id/  

http://www.bappenas.go.id/
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Table 1: Indonesia Country Partnership Strategy Goals and Constraints 
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l Pro-Poor, Sustainable Economic 

Growth 
Social Development 
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Adverse investment climate Weak decentralized capacities 

Poor physical infrastructure Weak natural resource management 

Underdeveloped financial sector  

Low development spending 

Weak public sector management 
 

 Source: Asian Development Bank. 
 
9. A lending and nonlending program was agreed around these areas of engagement and 
was centered on the group I and group II priorities of ADB’s MTS II. Planned ADB assistance for 
the 2006–2009 CPS was programmed to increase gradually from $550 million of ordinary capital 
resources (OCR) in 2006 to about $1 billion of OCR in 2009, with fairly consistent levels of 
program lending and increased project lending. Actual levels of OCR lending were to be 
determined by government needs and borrowing preference, the availability of well-designed 
projects, and resource availability based on ADB’s planning directions. It was envisaged that 
some $200 million of Asian Development Fund (ADF) financing would be provided every other 
year and that private sector operations would steadily increase over the CPS period. The CPS 
anticipated technical assistance (TA) commitments of some $12 million–15 million per annum but 
with fewer operations and with cluster advisory TA projects linked to the main pillars of the 
assistance strategy. ADB envisaged remaining proactive in securing cofinancing from bilateral 
partners for its TA operations.    
 
10. The CPS also built on the findings and recommendations of the 2005 country assistance 
program evaluation (CAPE).5 The CAPE recommended that ADB focus its assistance in niches 
where it could contribute to alleviating key development constraints by (i) focusing on areas based 
on ADB’s past track record, (ii) strengthening the resident mission, (iii) reducing transaction costs 
by using country systems,  (iv) being more responsive to the government, and (v) boosting 
support for private sector development. The CPS was responsive to IED advice by (i) focusing on 
alleviating policy and institutional constraints in areas that were assessed as binding development 
constraints such as private participation in infrastructure, local governments’ financial 
management, and governance; (ii) maintaining long-term commitment in sectors (i.e., energy, 
transport, water supply and sanitation, finance, public financial management, education, health 
and nutrition, and water resources management) where ADB had prior in-country experience and 
a strong track record; (iii) strengthening the capacity of ADB’s Indonesia Resident Mission in 
policy dialogue to support program lending by being responsive to the government’s request to 
boost assistance in the form of program loans; and (iv) making use of country-systems initially in a 
rural infrastructure support project. A strong focus on improving the enabling environment for 
private sector participation in infrastructure and developing the capital markets were intended to 
bolster opportunities for private sector development. Initially, the program was quite broad. 
Greater focus was accomplished as the program proceeded, reflecting the government’s request 
to support its key reform programs, including those implemented to mitigate the effects of the 
global financial and economic crisis. 
 
11. The actual program, as implemented, remained in line with the overall strategic objectives 
of the CPS, but required flexibility and substantial changes in the selection of assistance 
modalities. Against a challenging economic and political context, the government initiated a series 

                                                
5
 ADB. 2005. Country Assistance Program Evaluation: Indonesia. Manila. 
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of ambitious reform programs, and expressed its preference for the use of program loans as the 
ADB assistance modality. ADB lending assistance was responsive to the government’s request to 
support its ambitious policy reform efforts through an annual Development Policy Support 
Program (DPSP) series at a macroeconomic and structural level, and through complementary 
programs in support of reforms at the sector level in local government finance and 
decentralization, capital markets, infrastructure policy, and MDG acceleration (Figure 1). The 
program loans incorporated a number of the characteristics of the ―new aid architecture,‖ in that 
these interventions were designed to support the government’s own reform agenda more directly 
and embodied less conditionality than previous program loans. Program lending was also more 
suitable as an instrument to meet the government’s financing requirements, especially during the 
global financial and economic crisis in 2009, when ADB provided contingent financing support 
through a public expenditure support facility and a counter-cyclical support facility. With a shift to 
program loans, fewer projects were delivered than planned.    
 
12. Actual lending volumes reached $3.6 billion from 2006 to 2009 or $4.6 billion including 
$1 billion in 2009 contingent financing support, which exceeded the CPS target of $3.6 billion 
(Appendix 2). In volume terms, some 92% of ADB support was in the form of program lending 
while 8% was provided for projects. Of the five multitranche financing facilities (MFFs) anticipated 
in the CPS, one (for integrated water resource management in the Citarum river basin) was 
approved. Over the 3-year CPS period, investment operations in the areas of urban pollution 
control, secondary education, urban development, water supply, flood control, coastal 
development, and housing were either deferred to the 2010–2012 period or cancelled as a result 
of the government’s preference for program loans as well as tighter project readiness criteria.  
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Figure 1: Support for the Government’s Medium-Term National Development Plan 

Close 
coordination 
moving from 

macroeconomic 
to sector reforms, 

reinforced by 
cofinancing 

where possible 

Core Policy Area 1: 
Macroeconomic Stability and 

Creditworthiness 
 

 Monitoring progress 
 

Core Policy Area 2: Improving 
Investment Climate 

 Regulatory reforms 

 Tax and customs reforms 

 Strengthening financial 
sector and SME access to 
finance 

Core Policy Area 3: Improving 
Public Financial Management 

 Strengthening budgeting, 
controls, and transparency, 
and procurement 

 Civil service reform 

Core Policy Area 4: Improved 
Delivery of Public Services 

 Pro-poor targeting of public 
programs 

 Strengthening public service 
delivery and community 
driven development 

 Targeted cross-sector 
reform 

Infrastructure Reform Sector Development Program Cluster 

 Comprehensive sector and cross-sector reforms as outlined in 
the program cluster over 2005–2010 

 Establishment of project development facility 

 Supporting infrastructure project transactions 

Capital Market Development Program Cluster 

 Enhanced information disclosure and improved price discovery 

 Deeper and more liquid financial markets 

 Improved market surveillance and investor protection 

 Improved governance and human resource capacity in market 
institutions 

Local Government Finance and Governance Reform Program 
Cluster and the State Audit Reform Program 

 Ex ante planning and budget reforms through program cluster 

 Streamlining fiscal decentralization 

 Local government level civil service reforms 

 Improving public financial management (ex ante aspects 
through program cluster, and internal control and audits through 
State Audit Reform Program) 

Poverty Reduction and MDG Acceleration Program  

 Improving delivery of health, education, and other  community 
services in MDG-deficit areas, in a programmatic manner 

 Enhancing accountability for service delivery at local government 
and institutional levels, reinforced by well-defined standards that 
are based on clear costing  

 Facilitating transition toward greater performance orientation 

Strategic Framework: National Medium-Term Development Plan (RPJMN) Outcomes:  

(i) Revive economic growth to achieve 7% average annual real GDP growth by 2009  
(ii) Halve poverty from 16.6% in 2004 to 8.2% by 2009 
(iii) Reduce unemployment by 2009 from the current levels above 10% 
(iv) Promote good governance through combating corruption 
(v) Ensure peace, safety, security, justice, and democracy for all Indonesians 

 

Sector Programs under the        
2006–2009 CPS  

 Deeper sector-specific 
implementation support for policy, 
institutional, regulatory reforms  

 Each program designed as a 
cluster, with subprograms 
sequenced over 18–24 months  

DPL/DPSP Series  

 High-level macroeconomic 
and cross-sector reforms 

 Small number of strategic 
triggers per core policy 
area 

 Annual program lending 
support 

CPS = country partnership strategy, DPL = development policy loan, DPSP = Development Policy Support 
Program, GDP = gross domestic product, MDG = Millennium Development Goal, RPJMN = Rencana 
Pembangunan Jangka Menengah Nasional (national medium-term development plan), SME = small and medium 
enterprise.   Source: Asian Development Bank. 
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13. TA resource availability was significantly lower than envisioned as a result of ADB-wide 
resource constraints. For 2006–2009, planned TA was estimated in the CPS to reach 
$47.6 million, while actual TA delivered was $27.86 million. Advisory technical assistance (ADTA) 
absorbed the bulk of the cuts in resource availability—for 2006–2009, the volume of total ADTA 
planned was $32.4 million compared to a total of $14.9 million in ADTA delivered. As a result, the 
CPS’ ADTA program—including supporting large cluster ADTA projects in a number of major 
program areas, including aid management, results-based planning, and disaster management—
had to be managed and re-rationalized through the annual country programming exercise. To 
augment the country program, however, TA support was mobilized from several bilateral partners 
and from trust funds. Significant volumes of grant assistance were also mobilized and rapidly 
deployed for emergency relief and reconstruction support after the 2004 tsunami and earthquake 
in Aceh and Nias; the 2006 earthquake in Yogyakarta; and the 2009 earthquake in Padang, West 
Sumatra. A number of other small grant projects were implemented to bolster independent 
monitoring of nongovernment organizations (NGOs) and community groups in ADB projects and 
to improve the poverty impact of ongoing ADB operations.  
 
14.  ADB’s assistance program was also well positioned in terms of the degree of 
harmonization with other development partners. ADB’s assistance continued to be closely aligned 
with support from the major partners through cofinancing and joint undertaking of policy dialogue 
for the major policy reform and global crisis response programs (i.e., DPSP, Infrastructure Reform 
Sector Development Program, and the Public Expenditure Support Facility) and by mobilizing 
cofinancing for operations in infrastructure, education, watershed management, health, local 
government finance and governance, water supply and sanitation, and tsunami and earthquake 
relief and reconstruction. ADB’s support for public financial management at the local government 
level helped to bolster capacities essential to the implementation of decentralized projects 
supported by other partners. ADB’s focus on support for government-led policy and institutional 
reform programs was able to complement larger programs of capacity-building support by several 
of the bilateral development partners, particularly in the area of local governance reform.  
 
B. Program Relevance     

15. ADB’s overall assistance program assessed relevant or successful.  ADB’s 
programs, projects, TA, and related knowledge products and services were relevant to the key 
sector issues identified in the CPS. As noted above, the modality of ADB’s lending assistance 
shifted toward a predominance of program loans, reflecting the government’s preference. The 
emphasis accorded to program lending was appropriate for three main reasons: (i) ADB 
participation in multi-donor support for government-led reform programs was critical to signal 
international support for these reforms and to rebuild confidence; (ii) support for policy and 
institutional reforms enabled ADB to maximize its impact in a country in which its lending volumes, 
compared to total public investment, were modest; and (iii) developing quality projects in a setting 
in which decentralization processes and procedures were rapidly evolving was difficult to achieve. 
Program loans provided budget support, which leveraged reforms in priority areas as well as the 
specific needs arising from the effects of the global financial and economic crisis. Given the 
relative size of ADB funding (less than 1% of government expenditure) and the government’s firm 
commitment to important policy reforms, supporting reforms was an appropriate way to respond to 
the needs of a middle-income country. Collaboration with other development partners in support 
of the government’s reforms also contributed to the aims of the Paris Declaration on Aid 
Effectiveness and the Jakarta Commitment on Aid Effectiveness. 
 
16. During the CPS period, annual programming consultations were used to realign the 
program to meet the government’s external assistance preferences in a manner suitable to the 



7 
 

 

needs of a middle-income country, and to respond to both evolving and unexpected changes in 
the development context. By shifting to program support and through effective annual 
programming, the assistance program evolved to become more focused and selective, with four 
to five operations processed per year in place of eight to 10 originally envisaged in the CPS. This 
also provided a better response to the CAPE’s recommendation on increased focus.  
  
17. Program lending in support of government-led reform was consistent with the need to 
improve the regulatory and institutional setting identified in the CPS (Table 1 and Figure 1). During 
the CPS period, program loans included the annual DPSP series to help the government achieve 
its medium-term growth and poverty reduction objectives through three core policy areas: 
(i) improved investment climate, (ii) improved public financial management and governance, and 
(iii) enhanced poverty alleviation and improved delivery of public services to the poor. A number of 
sector reform oriented programs were also implemented during the CPS period in the areas of 
infrastructure policy reform to improve the enabling environment for private sector participation in 
infrastructure; a local government finance and governance reform program to reform the 
regulatory environment for central-regional fiscal relations and enhance capacity for decentralized 
public service delivery; a capital markets development program to promote deeper and more 
liquid nonbank financial markets; and an MDG-acceleration program to support programmatic 
approaches for improved delivery of education, health, and other community services. Further, in 
response to the global financial crisis and reforms aimed at restoring macroeconomic stability and 
protecting the poor from the effects of the global economic crisis, ADB provided, as part of a 
larger ($5.5 billion) multi-donor effort, a contingent financing facility, the Public Expenditure 
Support Facility Program for $1 billion. To support the government’s efforts to increase public 
spending to compensate for weak global demand, a Counter-Cyclical Support Facility of 
$500 million was also provided in 2009.   
 
18. ADB’s investment projects, while few in number, were aimed at addressing key CPS 
priorities. The integrated water resource management project in the Citarum river basin was the 
first MFF to be undertaken in Indonesia and was aimed at improving natural resource 
management in the country’s most economically important river basin. Together with ongoing 
operations in coastal resource management and community-based irrigation management, a 
major effort was made to bolster community participation in the management of fragile natural 
resources. ADB’s program provided valuable support for rural infrastructure under the 
government’s PNPM program. Other operations, in rural infrastructure, Madrasah education, 
sustainable aquaculture, and community nutrition, were targeted to improve access to quality 
services in poor communities and boost income-earning opportunities.  
 
19. The assistance program was relevant to delivering the results that the CPS set out to 
accomplish. The technical quality of the assistance program was high, although a distinction could 
be drawn between those program loans that were sharply focused on a small and highly-
prioritized set of reforms, and those that were detailed and process oriented. The former was 
more conducive to a process of policy dialogue. On the project side, while consistent with 
decentralization, a wide geographic spread of ADB support raised supervision costs and made 
cross-project synergies and the scaling up of project initiatives difficult to achieve. Important 
lessons were learned in the context of designing decentralized projects.  
        
C. Efficiency 

20. ADB assistance assessed efficient or successful overall. The predominance of 
program lending meant that most of the ADB assistance was distributed through country systems. 
This helped to accelerate disbursements, and reduced costs and inefficiencies that can result 
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from creating parallel project management systems. This also facilitated more harmonized, multi-
partner approaches to delivering assistance.  
 
21. Through quarterly project reviews and annual portfolio action plans, ADB and the National 
Development Planning Agency (BAPPENAS) have made efforts to address problem projects, 
apply strict project readiness filters, ensure government ownership, and step up project 
supervision. As a result, the loan portfolio size has been falling since 2000; the undisbursed loan 
amount was about $4 billion in 2000, $1.8 billion in 2005, and declined to under $1 billion in 2009. 
The loan portfolio has performed reasonably well—with a key indicator, the disbursement ratio, in 
the range of 40%–50% from 2006 to 2009, which is above the ADB-wide average of 25%–31% 
(Appendix 3).6   
 
22. A high share of quick-disbursing programs bolstered the efficiency of ADB resource use 
during the CPS period. Combined with a restructuring of the portfolio, greater use of country 
systems, and greater delegation of supervision and operational responsibilities to the resident 
mission, this contributed to improved resource use efficiency. The project loan age in 2009 was 
3.8 years, which is close to the ADB-wide average of 3.7 years, with efforts made to improve the 
age structure of the portfolio through expeditious project implementation and timely loan closings. 
Projects at risk have varied from year to year, with some 10% of the portfolio classified as such in 
2009, and 4% during 2006–2009.7   
 
23. The overall risk of the project portfolio ranged from 8% to12% during the CPS period, and 
was slightly higher than the ADB norm in 2009. Project implementation delays and shortage of 
counterpart funds were the main contributors to portfolio risk, underscoring a need to improve 
country financing and cost-sharing terms.   
 
24. Economic internal rates of return exceeded the cost of capital in three-quarters of the 
project completion reports prepared during 2006–2009, for which rates of return were calculated. 
TA was also delivered in an efficient manner, with 11 out of 16 TA completion reports during 
2006–2009 rating TA performance satisfactory or better. Use of national and international 
consultants was appropriate, and the majority of TA projects resulted in an efficient use of 
resources to achieve expected project outputs.   
 
25. The time required to implement major policy actions and to develop capacity suggests the 
need for realistic targets when designing program loans. Reforms to address constraints on land 
acquisition for large-scale infrastructure projects, public–private infrastructure partnerships, 
deeper capital markets, and higher public health spending have taken longer to address than 
originally estimated. While reforms are progressing, this suggests a need for regular reviews of 
the time needed to implement reforms. Some common factors adversely affecting the efficiency of 
project implementation include (i) inadequate adherence to project readiness criteria; 
(ii) insufficient counterpart funds, partly due to approval and release of budget documents and 
funds; (iii) frequent changes made to the channeling mechanism for transferring funds from 
central to regional government; and (iv) time taken for land acquisition and to ensure safeguards. 
Concerted efforts have been made to address project delays through regular project review 
missions and quarterly portfolio management meetings. 
  

                                                
6
 The disbursement ratio, excluding program loans, rose from 17% in 2006 to reach 22.4% in 2009, for the first time 

going above the ADB-wide average of 19.5%. 
7
 ADB. 2010.  Indonesia: Background Paper for the 2010 Country Portfolio Review, March 2010. Jakarta. 
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D. Effectiveness   

26. ADB support assessed effective. ADB’s assistance was effective in delivering key 
results envisaged in the main CPS focus areas and sectors, although performance varied by 
sector (Appendix 4). ADB support for government-led reform programs and capacity building 
initiatives has contributed to improvements in the investment climate and to local government’s 
ability to deliver services. Progress was made in strengthening national and local governments’ 
financial management, procurement, audit, and anticorruption regulations and institutions, which 
has boosted the overall efficiency and integrity of Indonesia’s public spending. However, CPS 
targets in several areas were overly ambitious, and it is now widely understood that further reform 
and capacity building will be needed before the full impacts of these measures—including private 
provision of infrastructure, deeper capital markets, and higher public spending on health—are fully 
realized. Successes were registered in capacity development to support government-led reform 
programs, and to build country systems in audit, procurement, pro-poor planning, climate change 
response, and coastal resource protection. 
 
27. The CPS was expected to contribute to (i) a stable macro and fiscal setting for private-
sector led growth and development; (ii) improvements in the governance and regulation of the 
capital markets; (iii) improvement in the financial management and regulatory framework for 
decentralization, with increased regional spending and enhanced financial reporting as indicators; 
(iv) improved infrastructure and infrastructure services, including rural infrastructure, and improved 
sector regulation; (v) strengthened environment and natural resources management, with 
enhanced water and marine resources management and reduced pollution as indicators; and 
(vi) accelerated MDG achievement, through improvements in service delivery and spending 
levels. 
 
28. A comparison of ADB outcome targets with end-of-CPS-period achievements is in 
Appendix 4. The main ADB assistance contributions provided in the context of the government’s 
overall reform and agenda to country and sector outcomes include the following:   
 

(i) Fiscal and macro stability. ADB’s support contributed to implementation of the 
new budget law, improved budget reporting, introduction of a medium-term fiscal 
framework, adoption of comprehensive legislation governing local government 
expenditures, and consolidation of some 18,000 government bank accounts into 
a single treasury account for improved cash management. ADB contributions 
were provided through the DPSP series, the Countercyclical Support Facility, and 
Public Expenditure Support Facility. 

(ii) Financial sector deepening. A capital markets master plan was prepared. 
Progress was registered in creating a financial sector safety net; strengthening 
the Capital Market and Financial Institution Supervisory Agency  (BAPEPAM-LK) 
to improve its regulatory standing, autonomy, human resources, and capital 
markets oversight capacity; introducing new capital market products; establishing 
a risk-based surveillance system; and improving trading systems. Amendments 
to the capital market law, the insurance law, and the pension law have been 
drafted to strengthen regulatory oversight and enforcement powers. As a result, 
the governance and institutional framework of the capital markets is substantially 
improved. ADB contributions were provided through the Capital Market 
Development Program Cluster Sub-Programs I and II. 

(iii) Decentralization. Regulatory reform has clarified the assignment of mandatory 
functions between levels of government. Progress has been made in establishing 
a fiscal accountability framework and in defining mandatory local government 
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functions. A new regional taxation law and regulations governing the 
establishment and breakup of local governments have been prepared. The 
National Action Plan for Fiscal Decentralization has been updated. ADB 
contributions were provided through the Second Local Government Finance and 
Governance Reform Program series.  

(iv) Infrastructure. With ADB support, a best-practice regulatory framework for 
private infrastructure and a National Committee for Acceleration of Infrastructure 
Provision (KKPPI) were established. New, though not yet fully independent, 
regulatory bodies for toll roads, the downstream part of the oil and gas sector, 
telecommunications, and water supply and sanitation were launched. A number 
of infrastructure public–private partnership (PPP) projects were identified, 
prepared, and tendered, although not concluded. ADB support was provided 
through the Infrastructure Reform Sector Development Program Sub-Programs I 
and II. 

(v) Transport. An independent toll road regulator has been established; port 
services, civil aviation, and railways have been further deregulated; and road 
services were opened up to private investment for vehicle testing. Indonesia’s 
main transport networks have become increasingly congested and suffer from 
overdue maintenance and repairs. ADB-supported road rehabilitation projects 
helped to offset these trends by improving nearly 2,800 kilometers of national 
roads and bridges, which have facilitated rapid growth in traffic and transport 
time-savings on several of Indonesia’s national roads. 

(vi) Energy. Indonesia has emerged as a leader among emerging nations in the call 
for urgent action to address climate change. ADB has supported this effort during 
the current CPS through renewable energy projects that are expected to 
contribute some 82 megawatts of clean electricity. ADB TA support, which has 
introduced Clean Development Mechanism (CDM) concepts, pilot tested CDM 
processes and developed a pipeline of CDM projects.  

(vii) Rural infrastructure. The infrastructure component of the government’s rural 
PNPM program, initiated in 2007 and supported by ADB, has provided financing 
to more than 36,000 villages for building or upgrading more than 40,000 
 kilometers of rural roads, building or reconstructing 9,000 rural bridges, some 
1,000 irrigation systems, 10,450 clean water supply units, and 4,822 sanitation 
units. ADB has provided support for close to one-quarter of the total financing for 
rural infrastructure support.  

(viii) Environment and natural resource management. ADB support has 
contributed to rehabilitating farmer-managed irrigation systems and to secure 
agreement on the plans and institutional framework for a coordinated cleanup of 
the Citarum river basin, which is one of Indonesia’s most important and polluted 
river basins. Under ADB’s Coral Reef Rehabilitation Project, some 
40,000 hectares of fragile coral reefs have been rehabilitated, and progress has 
been made in establishing a community-based coastal reef protection system.   

(ix) Millennium Development Goal achievement. ADB assistance supported pro-
poor planning and budgeting techniques, developed minimum service standards 
for basic education, and prepared a blueprint for the design of a national social 
security system. Project assistance has also made important and innovative 
contributions to improving systems of higher, Madrasah, and vocational 
education; and to expand access to water supply and basic health services in 
selected provinces. ADB’s support to upgrade urban slums has directly assisted 
some 180,000 poor urban households in 32 cities. 

 



11 
 

 

29. Outcome targets proved to be overly ambitious in a number of areas, especially with 
regard to the time required to enact major policy and institutional changes. This includes the time 
required to launch public–private infrastructure partnerships, to develop deeper capital markets, 
and to boost public health spending. In some cases, structural constraints such as land acquisition 
for large-scale infrastructure projects proved more difficult to overcome than initially anticipated. In 
retrospect, more realistic targets, timetables, and reform sequencing would have been 
appropriate.  
 
30. ADB projects in rural infrastructure and road rehabilitation have generally achieved their 
intended outputs and outcomes. Ongoing renewable energy, agriculture, health, education, water 
supply and sanitation, and nutrition projects are on track in achieving targeted outputs and 
outcomes. Support for developing decentralized government financial management, human 
resource, procurement, and audit capacity has progressed well, although capacity building 
challenges remain.  
 
31. Overall, projects that exited the portfolio during the CPS period have generally achieved 
their objectives and used resources efficiently. Some 11 of the 16 TA completion reports prepared 
during 2006–2009 rated TA performance satisfactory or better. Of the 20 projects that exited the 
portfolio and for which project completion reports were prepared from 2006 to 2009, 15 were rated 
satisfactory or better. 
 
32. The CPS intended to deploy a number of innovative assistance instruments, including 
MFFs, TA clusters, local currency bond issues, and private sector operations. Uptake of the new 
instruments was less than anticipated. One MFF was approved and insufficient TA resources led 
to the cancellation of proposed TA advisory clusters. Five private sector operations were 
undertaken from 2006 to 2009. Efforts in this area were limited by (i) difficulties in land acquisition; 
(ii) lack of suitable enabling legislation (including offtake agreements) to enable public–private 
infrastructure projects; (iii) sufficient liquidity in the banking system to support domestic 
investments prior to the onset of the global financial crisis in 2008; and (iv) uncertainties arising 
from frequent changes in legislation, both at national and local government levels.    
 
33. Factors contributing to the success of ADB support in delivering results included strong 
government ownership and leadership, ADB support for and use of country systems, and 
sustained involvement based on a long-term commitment to forge reforms and build 
implementation capacity. Longer time frames, required for major policy reform measures, limited 
the demand for private sector operations, TA resource limitations, and capacity and coordination 
constraints hampered achievement of some of the CPS outputs and outcome result targets.  
 
E. Sustainability   

34. Progress achieved under the country partnership strategy assessed likely to be 
sustained or successful overall. Much of the CPS consisted of program lending in support of 
government-owned policy and institutional reforms. The risk of policy reversal is judged to be 
small since the current government has voiced its firm commitment to private-sector led growth, 
boosting competitiveness, enhancing financial and fiscal stability, and encouraging accelerated 
poverty reduction and MDG achievement, as reflected in the new medium-term development plan 
(RPJMN), 2010–2014. Local government capacities are gradually improving and decentralization 
has moved into a process of regulatory fine-tuning. Institutions to ensure integrity of government 
functions are growing in strength and competence, although periodic challenges to anticorruption 
efforts arise.     
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35. Prospects that CPS project interventions will be sustained are also improving. The projects 
initiated during the CPS period—PNPM Mandiri, Madrasah education, community aquaculture, 
and community nutrition—all involve a high degree of community consultation and participation. 
Past experience in Indonesia, reported in the 2005 CAPE, suggests that investments are far more 
likely to be sustained when block grants are used as a funding source, and when communities are 
intimately involved in project planning, design, selection, and delivery. Recurrent financing for rural 
infrastructure and education on the whole has also steadily increased during the CPS period, 
which is improving the probability that projects initiated in these sectors during the CPS will be 
sustained. Recurrent financing and counterpart funding for infrastructure will remain an important 
area of post-completion monitoring and dialogue.   
 
36. Despite the improving likelihood that the benefits of ADB support will be sustained, the 
sustainability of ADB’s projects is vulnerable to weaknesses in asset management, and operation 
and maintenance systems. Similarly, sustaining progress in policy reform is vulnerable to reform 
fatigue, pockets of reform resistance within the civil service and state enterprises, and governance 
and capacity constraints.  
 
F. Development Impacts   

37. Progress toward achieving development impacts, as specified in the contry 
partnership strategy results framework, assessed satisfactory. The full results of the country 
program initiated under the current CPS will not be realized for another 5–10 years, when reforms 
are fully implemented and projects initiated under the CPS come to fruition. Moreover, while ADB 
has made a contribution in many areas, it is not possible to isolate and attribute higher-level 
results to ADB's country program assistance in an economy as large and complex as that of 
Indonesia. Factors that increase the likelihood that ADB’s program had a positive country and 
sector contribution to impact include (i) the strength, comprehensiveness, and likely sustainability 
of government reform programs; (ii) the extent of scaling up of projects supported in key sectors; 
and (iii) the time lags that will necessarily be required for efforts to reform policy and build 
institutions to elicit the response in terms of improved services and private investment.  
 
38. While the majority of the CPS outcome targets linked to ADB assistance program were 
met in part or full, less progress was made in achieving specific country partnership targets. In 
many areas, especially in areas that support the government’s economy or sector-wide reform 
agenda, CPS assistance was necessary but not sufficient to fully address specific sector 
constraints. This may be partly because these areas have multiple constraints while program 
support addresses specific issues; there were unforeseen feedback effects from exogenous 
events such as the global financial crisis; while there was political commitment to reforms, the 
institutional capacity to implement and absorb reforms was more limited. As a result, some 
support was amenable to immediate policy and institutional reform, and others less so, but they 
are advancing nevertheless. Performance on specific CPS country level indicators (ADB 
contributions) is as follows:  

(i) Fiscal and macro stability. The reduction in public debt has augmented the 
government’s capacity to use fiscal policy to respond to the global financial and 
economic crisis rapidly and effectively. The government’s commitment to prudent 
fiscal and monetary policies has helped restore investor confidence.  

(ii) Capital market development. Progress was made in improving capital market 
performance. From 2006 to 2009, market capitalization of the Indonesia stock 
exchange has increased 124%; the value of corporate securities outstanding has 
increased by 29%; and as financial market competition increased, average 
lending rates fell from 16% to 13%.  
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(iii) Decentralization. The general allocation fund (DAU) transfer system has 
reduced fiscal disparities across regional governments. More fiscal resources 
and responsibilities have been provided to local governments as regulations and 
capacities improved. Local government’s share of total public spending has 
increased to 40% of total spending. Local and provincial investment grew from 
1.6% of GDP to 3.8% of GDP during 2000–2008. Overall, fiscal equalization 
grant systems were improved and local services are perceived to have improved 
during the CPS period.  

(iv) Improved infrastructure. Infrastructure investment has increased to about 3% 
of GDP during 2006–2009, which is above the levels of 2% of GDP reached in 
2000, but is below the 7%–8% of GDP CPS targets. Private investment in 
infrastructure has been slower to respond to improvements in the enabling 
environment, and has remained at under 1% of GDP.  

(v) Environment and natural resource management. Progress has been made in 
reversing the loss of fragile watershed and coastal resources. Some 11 million 
hectares of fragile coral reefs were under protection by 2009, and dynamite and 
cyanide fishing has been reduced.   

(vi) Social sectors. Education expenditures reached 4% of GDP in 2009, up from 
2% in 2001. Public health expenditures continued to be below target at about 1% 
of GDP in 2009. Local planning has become more sensitive to poverty reduction 
concerns through the introduction of MDG score cards and poverty maps, 
poverty reduction action plans in a number of pilot districts, and through adoption 
of guidelines for incorporating MDGs in local plans and budgets. 

 
39. Governance. Indonesia improved its ranking by 27 places on Transparency 
International’s Corruption Prevalence Index from 2005 to 2009. Progress has been made in 
strengthening agencies charged with combating corruption, resulting in a growing number of high-
profile investigations and prosecutions. Fiduciary controls have improved substantially as a result 
of improved public sector financial management processes and oversight institutions.  
 
40. While disaster reconstruction was not a specific target of the CPS, support for post-
tsunami reconstruction was an important part of ADB’s assistance. In Aceh, the government has 
exceeded its ―build back better‖ targets for housing, infrastructure, and social services. As of 
March 2009, some 139,000 houses, 3,700 kilometers of roads, 23 seaports, 13 airports/airstrips, 
1,760 schools, and 1,114 health facilities were rebuilt. Cessation of a decades-old conflict in 2005 
and the large reconstruction effort helped reduce the poverty incidence in Aceh from 28.4% of the 
population to 23.5% in 2008. 
 
G. ADB and Borrower Performance 

41. ADB’s performance assessed satisfactory. ADB project supervision intensified over the 
CPS period; in 2008 and 2009, projects were supervised for an average of 39 days per annum 
compared to an ADB average of 29 days. More project administration has been delegated to the 
resident mission, and its resources have been gradually increased. In 2009, the resident mission 
managed 12 projects (15 loans) out of a total of 28 projects. The resident mission has added 
resources to improve its capacity in gender, environment, and resettlement safeguards. ADB has 
also encouraged participation of NGOs and civil society organizations in the implementation of its 
loans projects. NGO participation in ADB projects rose to about 65% in 2009, increasing from 
almost zero in 1990. 
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42. To improve aid coordination, ADB has worked to collaborate with several development 
partners in support of common policy reform agendas (e.g., development policy, infrastructure, 
and local governance reform) and in sector-specific interventions (PNPM Mandiri support, Citarum 
river basin management). ADB also collaborated closely with the Government of Australia, 
Government of Japan, and the World Bank,  in providing a contingent financing facility to help 
combat the global economic crisis in 2009. Several development partners have supported TA 
linked to specific ADB projects.8 There has also been broad collaboration between ADB and many 
development partners in emergency reconstruction support for tsunami-affected areas in Aceh 
and North Sumatra provinces and for assistance to the earthquake-affected areas around Central 
Java and Yogyakarta. ADB’s support for the tsunami experience was exemplary in terms of more 
intense and out-posted support and implementation innovation. Nevertheless, resident mission 
staff and time resource limitations continue to mean that choices must be made on project focus.     
  
43. The government’s performance assessed satisfactory. The government has taken the 
lead in aid coordination. It has promulgated the Jakarta Commitment, a country-specific 
adaptation of the Paris Declaration on Aid Effectiveness, which provides key principles to increase 
development effectiveness through high standards of transparency, mutual accountability, and a 
focus on country ownership. It includes a road map outlining the main principles for aid utilization 
to 2014. The government has exercised strong leadership on the policy reform front, and has 
developed several reform packages (development policy support, infrastructure, capital markets, 
and local governance) to which ADB and other partners have lent their financial and technical 
support. The government was an active participant in the design of the CPS and in the annual 
programming exercise. Implementation was hampered by delays in fund release from the budget, 
staff turnover in executing agencies and implementing agencies, coordination difficulties in 
complex multi-sector projects (Citarum river basin management), and local government capacity 
constraints. The government has, however, firmly assumed its project implementation 
responsibilities and tightened project readiness criteria. 
                   
H. Overall Assessment                        

44. The country partnership strategy rated satisfactory overall. The CPS was 
implemented against the backdrop of Indonesia’s recovery from the effects of Asian financial crisis 
in 1997, and rapid and far-reaching decentralization reforms following a period of broad political 
change. The government successfully steered the nation toward a respectable rate of growth and 
poverty reduction during the global financial and economic crisis, to graduate from access to 
concessionary ADB and World Bank finance, rising to become a G-20 economy. This progress 
occurred despite the country’s need to overcome numerous natural catastrophes, including the 
devastating tsunami. The CPS was relevant to Indonesia’s needs; the assistance program was in 
line with CPS priorities while being demand-driven, and its implementation made important 
contributions to improving the enabling environment and institutional capacity for private-sector 
led growth and improved service delivery. In many areas, more time will be required for the 
impacts of these reforms to come to full fruition. Progress in these areas is likely to be sustained 
as the government continues to support a process of inclusive and sustainable growth and social 
development.    
 

                                                
8
 Examples include the Government of the Netherlands in areas of infrastructure, education, health, and water 

resources management; the governments of Canada and the United Kingdom in the areas of water supply and 
health; and the governments of Australia and the Netherlands, and the European Union, in education. ADB has 
finalized a $50 million ($25 million Australian Agency for International Aid; $25 million European Union) trust fund to 
be administered by the resident mission in the area of education reforms. 
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II. KEY LESSONS AND RECOMMENDATIONS  

45.  Sector and driver-specific lessons are included in the CPS final review table. Three main 
crosscutting lessons can be drawn. First, ongoing policy and institutional reform requires a 
medium- to long-term approach and commitment, a flexible response to a rapidly evolving setting, 
and a period of time before new policies are fully implemented and evoke the desired policy 
response. Second, the results of ADB assistance are a function of its focus and selectivity. Areas 
of recent strong performance include selected aspects of infrastructure, capital markets and local 
governance policy reform, community-based infrastructure delivery, urban water supply and 
sanitation, and support for basic and secondary education. Third, government borrowing 
preferences evolve over time. There was far less project lending during the CPS period than 
originally envisaged, partly because of strong borrower preference for ADB to support major 
reform programs, and a required response to mitigate the effects of the global financial crisis.   
 
46. Looking ahead, ADB must continue to be responsive to Indonesia’s requirements, 
recognize that the nation is a middle-income country, build effective partnerships, and leverage its 
assistance against a much larger, domestically funded investment effort. ADB should continue to 
support government-led reform programs and the building of local government financial 
management capacity. More emphasis should be accorded to private sector (and nonsovereign) 
operations; fostering regional cooperation and economic integration; and the systematic 
generation and dissemination of knowledge products and services from ADB operations, including 
the effective dissemination of policy and analytical work, the transfer of successes, and the use of 
lessons learned.   
 
47. Future project assistance should be designed and delivered in ways that are innovative 
and can be readily scaled up. After a project-lending hiatus, this will initially require a period of 
time to rebuild the dialogue necessary to underpin the identification of investment projects that 
have a high degree of government ownership and support, meet project readiness criteria, 
leverage ADB assistance to help encourage private sector involvement, and are mindful of 
constraints posed by a challenging implementation setting. Gradually identifying and supporting 
priority high-impact projects that are ―doable‖ will be a key challenge. 
   
48. The new CPS should be more focused and selective to achieve results. This could be 
encouraged by (i) forging partnerships with other development partners to sharpen the positioning 
of ADB assistance; (ii) concentrating program reform assistance on a more limited set of 
programs, and key reform triggers within each program, where there are strong synergies with 
ADB’s project and private sector support; (iii) focusing assistance in the core sectors identified by 
Strategy 2020; and (iv) emphasizing those subsectors where ADB has a strong track record, good 
prospects for policy dialogue, for harmonizing support with other partners, and where ADB can 
play a catalytic role.  
 
49. During this CPS period, Indonesia has become increasingly active in global economic 
initiatives. It is a member of the G20, plays a leading role in ASEAN and other regional 
cooperation initiatives (e.g., BIMP-EAGA and IMT-GT), and led developing nations in the adoption 
of the Kyoto Protocol for Climate Change. Looking forward, as the markets for Indonesia’s exports 
in slow-growing Organization for Economic Cooperation and Development (OECD) economies 
are likely to be limited, efforts to foster improved trade and investment arrangements in Asia and 
the Pacific through enhanced regional cooperation and integration will be more important.   
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50. More emphasis should also be accorded to assisting Indonesia adopt a cleaner and more 
environmentally sustainable growth process, given the growing importance accorded to climate 
change in the government’s reform agenda. The CPS has helped the government build capacity 
for climate change adaptation and mitigation, and the government has moved aggressively to 
develop plans, programs, and policy measures to advance its climate change objectives. In the 
future, ADB support could assist the government with the prioritization and implementation of its 
ambitious climate change reform program. In addition, the risks arising from natural disasters 
should be taken into consideration in the design of all ADB-supported operations.       
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KEY MACROECONOMIC INDICATORS FOR INDONESIA, 2005–2010 
 

 
Item 

Fiscal Year 

2005 2006 2007 2008 2009 2010a 

A. Income and Growth 

     1. GDP per Capita ($, current) 1,291 1,662 1,917 2,239 2,333 2854 
     2. GDP Growth (%, in constant 

prices) 
5.7 5.5 6.3 6.0 4.5 6.1 

         a. Agriculture 2.7 3.4 3.5 4.8 4.1 2.1 
         b. Industry 4.7 4.5 4.7 3.7 3.5 4.6 
         c. Services 7.9 7.3 9.0 8.7 5.7 8.7 
B. Saving and Investment  (current and market prices, % of GDP) 
     1. Gross Domestic Investment 23.5 24.1 25.0 27.7 31.1 32.9 
     2. Gross National Saving 23.6 27.1 27.4 27.7 33.0 33.8 
C. Money and Inflation (annual % 
change) 

      

     1. Consumer Price Index 
(average) 

10.5 13.1 6.4 9.8 4.8 5.2 

     2. Total Liquidity (M2) 16.3 14.9 19.3 14.9 13.0 17.1 
D. Government Finance (% of GDP)       
     1. Revenue and Grants 17.9 19.1 17.9 19.8 15.5 16.3 
     2. Expenditure and Onlending 18.4 20.0 19.2 19.9 17.0 17.8 
     3. Overall Fiscal Surplus (Deficit) (0.5) (0.9) (1.3) (0.1) (1.6) (1.5) 
E. Balance of Payments       
     1. Merchandise Trade Balance (% 
of GDP)  

6.1 8.0 7.6 4.5 6.5 5.4 

     2. Current Account Balance (% of 
GDP) 

0.1 2.9 2.4 0.02 2.0 1.2 

     3. Merchandise Export ($) Growth 
         (annual % change) 

22.9 19.0 14.0 18.3 (14.4) 24.7 

     4. Merchandise Import ($) Growth 
         (annual % change) 

37.2 6.3 15.4 36.9 (27.7) 30.4 

F.  External Payments Indicators       
     1. Gross Official Reserves (in $ 
billion)  

34.7 42.6 54.1 52.1 66.1 88.1 

(in months of imports of goods) (4.4) (4.7) (4.5) (5.6) (5.5) (6.4) 
     2. External Debt Service (% of  

exports of goods and services) 
17.3 24.8 19.4 18.1 22.7 18.8 

     3. Total External Debt (% of GDP) 46.5 35.9 32.2 30.1 31.5 29.2 
G. Memorandum Items       
     1. GDP (current prices, Rp trillion) 2,774.3 3,339.2 3,950.9 4,951.4 5613.4 6115.2 
     2. Exchange Rate (Rp/$, average) 9,712.0 9,020.0 9,136.2 9,678.3 10,398.6 9112.1 
     3. Population (million) 221.3 222.7 225.6 228.5 231.4 235.2 
— = not available, ( ) = negative, GDP = gross domestic product. 
a  

Asian Development Bank estimates. 
Sources: Bank of Indonesia, Ministry of Finance, Central Bureau of Statistics (BPS), International Monetary Fund, 
Asian Development Outlook (ADO) Database, and Asian Development Bank estimates. The data presented has also 
taken into account changes in data released by the government agencies. 
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PLANNED VERSUS ACTUAL LENDING OPERATIONS, 2006–2009 
 

Planned Actual 

2006 2006 

1.  Second Development Policy Support 
Program (OCR, $200 million). 
2.  Madrasah Education Development (ADF, 
$50 million). 
3.  Sustainable Aquaculture for Food 
Security and Poverty Reduction (ADF, $40 
million). 
4.  Infrastructure Reform SDP Sub-program I 
(OCR, $300 million). 
5.  Inter-Island Ports (OCR, $47 million). 
Total:   $637 million 
 

2007 

1.  Second Development Policy Support 
Program (OCR, $200 million). 
2.  Madrasah Education Development (ADF, 
$50 million). 
3.  Sustainable Aquaculture for Food 
Security and Poverty Reduction (ADF, $33.3 
million). 
4.  Infrastructure Reform SDP Sub-program I 
(OCR, $400 million). 
5.  Infrastructure Reform SDP Project (ADF, 
$26.5 million). 
Total : $667 million 

2007 

1.  Integrated Citarum Water Resources 
(MFF:$500 m)  (OCR, $50 million) 
2.  Senior Secondary Education (OCR, $50 
million) 
3.  Energy Efficiency (MFF, $250 m) (OCR, 
$100 million) 
4.  Financial Sector Governance and Social 
Security Reform Program II (OCR, $200 
million) 
5.  Secondary Mortgage Facility (MFF $225 
m), (OCR, $50 million) 
6.  Nutrition Improvement and Community 
Empowerment (ADF, $50 million) 
7.  Development Policy Support Program III 
(OCR, $200 million) 
8.  Poverty Reduction and MDG Acceleration 
Program (OCR, $200 million) 
9.  Flood Management in Selected River 
Basins (MFF $150m) (ADF, $50 million) 
10. Integrated Coastal Resources 
Management (OCR, $70 million) 
11. Urban Air Quality Sector Development 
Program (OCR, $150 million) 
Total:  $950 million   

2008 

1.  Third Development Policy Support 
Program (OCR, $200 million) 
2.  Capital Market Development Program 
Cluster Sub-Program 1 (OCR, $300 million) 
3.  Poverty Reduction and MDG Acceleration 
Program Sub-Program 1 (OCR, $400 million) 
4.  Nutrition Empowerment Through 
Community Empowerment Project (ADF, $50 
million) 
Total: $950 million 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2008 

1. Flood Management in Selected River 
Basins (MFF $150m) (OCR, $50 million) 
2. Integrated Coastal Resources 
Management (OCR, $70 million) 
3. Urban Air Quality Sector Development 
Program (OCR, $150 million) 
4. Secondary Mortgage Facility, partial credit 
guarantee (OCR, $50 million) 

1. Integrated Citarum Water Resources 
Management (OCR, $20 million, ADF $30 
million) 
2. Fourth Development Policy Support 
Program (OCR, $200 million) 
3. Second Local Govt Finance and 
Governance Reform Program (OCR, $350 
million) 
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Planned Actual 

5. Infrastructure Reform Program II, (OCR, 
$300 million) 
6. Second Local Govt Finance and 
Governance Reform Program (OCR, $250 
million and ADF $30 million) 
7. Community and Local Government 
Support II (ADF, $50 million) 
8. Integrated Settlements Development 
Program (ADF, $50 million) 
9. Rural Infrastructure Support Project II 
(ADF, $40 million) 
10. Water Supply and Sanitation (OCR, $50 
million, ADF $90 million) 
Total: $1,090 million 

4. Infrastructure Reform SDP Sub-program 2 
(OCR, $280 million) 
5. Rural Infrastructure Support to PNPM 
Mandiri (ADF, $50 million) 
6. Vocational Education Strengthening 
Project (ADF, $80 million) 
Total: $1,010 million 

2009 2009 

1. Flood Management in Selected River 
Basins (MFF, $150 million) PFR2 (ADF, $50 
million) 
2. Integrated Citarum Water Resources 
(MFF, $500 million), PFR2 (OCR, $80 
million) 
3. Energy Efficiency (MFF, $250 million), 
PFR2 (OCR, $100 million) 
4. Community Water Supply and Health 
Services II, (OCR $20 million, ADF $30 
million) 
5. Neighborhood Upgrading and Shelter 
Project II (ADF $80 million) 
Development Support Program IV (OCR 
$200 million) 
6. Financial Sector Governance and Social 
Security Reform Program III (OCR $200 
million) 
7. Poverty Reduction and MDG Acceleration 
Program II (OCR $200 million) 
8. Regional Roads Project (MFF $250 
million) PFR-1 (OCR $100 million) 
9. Metropolitan Metropolitan Sanitation 
Management and Health Project (OCR $50 
million) 
Total: $1,100 million 

1. Public Expenditure Support Facility 
Program (OCR, $1,000 million) 
Indonesian Infrastructure Financing Facility 
(OCR, $100 million) 
2. Capital Markets Development Program 
Cluster II (OCR, $300 million) 
3. Support o PNPM Mandiri (OCR, $84 
million) 
4. Countercyclical Support Facility (OCR, 
$500 million) 
5. Development Policy Support Program V 
(OCR, $200 million) 
Total: $2,184 million 

Govt = Government. 
Source: ADB staff estimates. 
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PORTFOLIO PERFORMANCE INDICATORS, 2006–2009 
 

AFS = annual financial statement; APA = annual project account; PS &U = partially satisfactory and unsatisfactory. 
Source: ADB staff estimates.  

 

Indicators 
2006 2007 

 
2008 

 
2009 

2009 
ADB-Wide 

A Start –up Compliance (months)      

Average Time: Approval to Signing 5.4 5.3 5.4 5.5 3.8 

Average Time: Signing to Effectivity 3.9 3.9 3.7 3.6 3.9 

   Average Age of loans (years) 3.9 4.0 3.7 3.8 3.7 

      

B. Financial Performance       

1a. Contract Award Ratio (%) 41.0 61.6 59.2 25.2 38.4 

1b. Contract Award Ratio (%) projects only 12.6 28.0 22.2 25.8 30.0 

2a. Disbursement Ratio (%) 39.5 51.5 49.4 47.6 31.0 

2b Disbursement Ratio (%) projects only 17.7 18.1 11.0 22.4 19.5 

3. Net Resource Transfer ($ million) (81.9) 146.6 (96.1) (328.7) - 

4. Imprest Account Turnover Rate (%) 1.2 1.4 1.0 0.9 1.8 

5. Delayed Audited Accounts (% of loans) 0 8.3 0 0 28 

       

C. Portfolio Performance       

1. Projects at Risk (% of loans) 0 6.1 0 10.0 7.4 

(a) Problem Projects (%. of loans) 0 6.1 0 3.3 5.8 

(b) Potential Problem Projects (% of loans) 0 0 0 6.7 1.5 

(c) Implementation Progress PS&U (% of 
loans) 

0 6.1 0 3.3 5.8 

(d) Impact and Outcomes PS&U (% of 
loans) 

0 0 0 0 0.8 

2. Overall Risk Ratio of Portfolio (%) 11.6 8.0 10.6 11.9 10.1 

(a) Project Implementation Delays (%) 20.6 34.4 41.9 41.4 22.6 

(b) Significant Disbursements Delays (%) 28.6 27.3 29.0 26.7 25.9 

(c) Environment or Social Problems (%) 0 0 0 4.0 2.6 

(d) Poor Compliance with APA and AFS (%) 0 0 0 0 7.4 

(e) Shortage of Counterpart Funds (%) 0 6.3 6.5 13.8 1.4 
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INDONESIA CPS RESULTS TARGETS AND ACHIEVEMENTS, 2006–2009 
 

Targets Achievements 

Infrastructure and Infrastructure 
Services 
 
1.  Target: at least 3 regulatory bodies 
made fully independent by 2009. 
 
 
 
2.  Target: At least 20% of private 
financing provided by domestic financial 
institutions by 2009. 
 
3.  Target: 10 public-private partnership 
infrastructure projects with bidding 
completed by 2008.  
 
4.  Target: Annual investment in 
infrastructure at least 7% of GDP by 2009. 
 
5.  Target: Private sector mobilization of 
40-50% of infrastructure investments by 
2009. 
 
6.  Target: More than 2000 communities 
receiving basic infrastructure support by 
2009. 

 
 
 
1. Regulatory bodies for toll roads, the downstream 
part of the oil and gas sector, telecommunications, 
and water supply and sanitation sectors 
established but none are fully independent.  
 
2.  Although infrastructure investment has been 
inadequate, more than 90% of such investment 
has been financed from domestic financial 
institutions. 
 
3.  3 model PPPs went out for bidding by end-2009 
but none were completed. 
 
4.  Infrastructure investment estimated at just 
under 3% of GDP in 2009. 
 
5. Private sector estimated to account for some 
20% of infrastructure investment in 2009, primarily 
in telecommunications. 
 
6. Government’s PNPM rural infrastructure 
program has provided support to 3564 
communities. 

Financial Sector 
 
1.  Target: Increase in nonbank financial 
sector’s share of total financial sector 
assets from 20% in 2005 to 25% in 2009. 
 
2.  Target: Increase market capitalization 
by 30% from 2006 to 2009 
 
 
3.  Target: Increase issuance of corporate 
securities from Rp68 trillion in 2006 to 
Rp100 trillion in 2009. 
 
4.  Target: Regulatory framework for 
strengthening Bapepam-KL to provide 
more financial flexibility and operational 
autonomy implemented. 
 
5.  Target: Draft amendments to capital 
markets, insurance, and pension laws 

 
 
1.  Non-bank’s share of total financial sector assets 
reached 22% at end-2009 
 
 
2.  Market capitalization rose from Rp.1,249 billion 
in 2006 to Rp.2,534 billion at end-2009 (124% 
growth) 
 
3.  Outstanding value of corporate securities rose 
to Rp.88 trillion by end 2009.  
 
 
4.  Rules and procedures under which 
Bapepam-LK operates have been strengthened, 
staffing improved, and considerable operational 
autonomy from the MOF secured. 
 
5. Draft amendments were prepared with 
Parliamentary submission delayed to 2010. 
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Targets Achievements 

submitted to Parliament in 2009 for 
approval.  
  
6. Target: Increased competition in rural 
and microfinance markets following 
consolidation of people’s credit banks 
leading to a decrease in borrowing costs 
of 2 percentage points by 2009. 
 
7. Target:  Asian Development Bank 
successfully issues 3 local currency bonds 
by 2009. 
 

 
 
 
6. Average lending rates declined from 16% in 
January 2006 to 12.8% in December 2009, a 
decline of 3.2 percentage points in borrowing 
costs. 
 
 
 
7. No ADB local currency bonds have been issued. 
 
 

 Decentralization 
 
1.  Target: Improvement in quality and 
timeliness of financial reporting by 171 
regional governments by 2009.  
 
2.  Target: Regional government reserves 
decreased to a maximum of 2.8% of GDP 
by December 2009. 
 

 
 
1.  The timeliness and quality of financial reporting 
has improved as a result of the adoption of 
improved reporting accounting frames.   
 
2.  Regional government reserves estimated 
at 3.2% of GDP as of December 2009.  

MDG Acceleration 
 
1.  Target: Health and education spending 
at least 3% of GDP by 2009. 
 
2.  Target: Minimum service standards for 
education in place by 2009. 

 
 
1.  Education spending budgeted at 4% of GDP in 
2009 and health spending at 1% of GDP. 
 
2.  Minimum service standards prepared but not 
yet enacted by end 2009. 

Environment and Natural Resources 
Management 
 
1.  Target:  Irrigation schemes have been 
improved. 
 
 
 
 
2.  Target: Water supply has been 
improved. 
 
 
3.  Target: Reduced flood and drought 
risks. 
 
4.  Target: 6,000 hectares of coral reefs 
rehabilitated by 2009. 
 

 
 
 
1.  Some 319,000 ha’s of farmer-managed 
irrigation system  improved with ADB support. 
Citarum river basin management MFF project has 
been launched and is expected to result in better 
long-term water management. 
 
2. Community water supplies enhanced through 
PNPM Mandiri and Neighbourhood Upgrading and 
Shelter Sector Development Project.  
 
3. Planned MFF for Flood Management was 
delayed to the 2010-2012 period. 
 
4. Some 40,000 hectares of coral reefs have 
been rehabilitated under coral reef rehabilitation 
project 
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Targets Achievements 

 
5.  Target: 700 hectares (note 700 was a 
typo in the CSP) of marine protected 
areas managed in a sustainable manner 
by 2009. 
 

 
5.  Government has declared 11 million ha as 
protected marine areas, and under coral reef 
rehabilitation project, some 40,000 ha are under 
sustainable protection system. 
 

Governance and anti-Corruption 
 
1. Target: Increase in special allocation 
fund with concomitant decrease in de-
concentration funds. 
 
 
2. Target: Strengthened prevention 
capacity of the anti-corruption 
commission. 
 
 
 
3. Target: All government accounts 
transferred to single treasury account. 
 
 
 
4. Target: Improvement in Indonesia’s 
ranking in Transparency International’s 
corruption index by at least 15 places. 
 
 

 
 
1.  Both de-concentration funds and special 
allocation funds have increased over the CPS 
period.  Special allocation funds have risen from 
0.08% to 1% of GDP from 2000-2009. 
 
2.  The Corruption Eradication Commission 
(KPK) continues to take the lead in investigating 
and prosecuting high profile corruption cases.   
The number of cases investigated and funds 
recovered increased steadily from 2006 to 2009. 
 
3. Some 18,000 government commercial 
bank accounts have been consolidated into a 
treasury single account as part of public financial 
management measures 
 
4. Indonesia’s ranking improved from 137 in 2005 
to 110 in 2009 on the TI corruption prevalence 
index. 

Source: ADB staff estimates. 
 




