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BASIC DATA 
 
A. Loan Identification 

 1. Country Republic of Indonesia  
 2. Loan number and financing source 2871-INO Ordinary Capital Resources 
 3. Project title Precautionary Financing Facility 
 4. Borrower Republic of Indonesia 
 5. Executing agency Ministry of Finance 
 6. Amount of loan $500,000,000 
 7. Financing modality Program loan 

 
B. Loan Data 

 1. Appraisal 
  – Date started 
  – Date completed 

 
2 Mar 2012 
30 Apr 2012 

 2. Loan negotiations 
  – Date started 
  – Date completed 

 
21 May 2012 
21 May 2012 

 3. Date of Board approval 18 Jun 2012 
 4. Date of loan agreement 17 Jul 2012 
 5. Date of loan effectiveness 
  – In loan agreement 
  – Actual 
  – Number of extensions 

 
15 Oct 2012 
18 Sep 2012 
0 

6. Project completion date 
– Appraisal 
– Actual  

 
31 Dec 2013 
31 Dec 2015 

 7. Loan closing date 
  – In loan agreement 
  – Actual 
  – Number of extensions 

 
31 Dec 2013 
31 Dec 2015 
3 

8. Financial closing date 
  – Actual 

 
18 Mar 2016 

 9. Terms of loan 
  – Interest rate 
 
  – Maturity (number of years) 
  – Grace period (number of years) 

 
London interbank offered rate-based 
lending facility plus 200 basis points 
1 year, 7 months 
3 years, 5 months 

 
 10. Disbursements 

  a. Dates1 

 Initial Disbursement 
9 Dec 2015 

 

Final Disbursement 
9 Dec 2015 

 

Time Interval 
0 months 

 

 Effective Date 
18 Sep 2012 

 

Actual Closing Date 
18 Mar 2016 

 

Time Interval 
42 months 

 

 
1  The disbursement was made once only on 9 December 2015 for the full $500 million upon mutual agreement by the 

government and ADB. 
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  b. Amount ($’000) 

Category 

Original 
Allocation 

(1) 

Increased 
during 

Implementation 
(2) 

Canceled 
during 

Implementation 
(3) 

Last 
Revised 

Allocation 
(4=1+2–3) 

Amount 
Disbursed 

(5) 

Undisbursed 
Balance 
(6=4–5) 

       
 Total 500,000 0 0 500,000 500,000 0 

 
C. Project Data 

 1. Project cost ($ million) 

Cost Appraisal Estimate Actual 

Foreign exchange cost $500  $500  
Local currency cost 0 0 
 Total $500  $500  

 
 2. Cost breakdown by project component ($’000) 

Component Appraisal Estimate Actual 

ADB ordinary capital resources   
 single tranche 500,000 500,000 
 Total 500,000 500,000 

 
 3. Project performance report ratings 

Implementation Period Rating 

From 17 Jul 2012 to 31 Dec 2015 No ratings in e-operations for policy-based loans 

 
D. Data on Asian Development Bank Missions 

Name of Mission Date 
No. of 

Persons 
No. of 

Person-Days 
Specialization 
of Membersa 

Identificationb 20 Feb 2012 2 1 a 
Fact-finding  7–21 Mar 2012 2 15 a 
Preappraisal  9–30 Apr 2012 2 16 a 
Appraisal  1 May–8 Jun 2012 3 35 a 
Program review mission 1 14 Oct 2012–6 Mar 2013 5 Intermittent b, a, c 
Program review mission 2 14 Feb 2013–13 Mar 2013 2 Intermittent a 
Program review mission 3 10 Nov 2015 2 1 a 
Program completion mission 4–13 Sep 2019 1 Intermittent a 

a a = economist, b = financial analyst, c = programs officer. 
b On 20 February 2012, the Indonesia Resident Mission of the Asian Development Bank (ADB) received a formal letter 

from the minister of finance addressed to (then) ADB President Haruhiko Kuroda 
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I. PROJECT DESCRIPTION 
 
1. By 2012, the Indonesian economy had recovered from the 2008 global financial crisis, 
with gross domestic product (GDP) growth above 6%, the debt-to-GDP ratio declining, the fiscal 
deficit below 2% of GDP, and the primary balance in surplus. Inflation was low in comparison to 
previous periods and the current account was in surplus. In recognition of these fundamentals, 
Fitch Ratings (in December 2011) and Moody’s Investors Service (in January 2012) returned 
Indonesia’s sovereign rating to investment grade. Despite these improvements, there were 
concerns from the government regarding the decline in commodity prices, the slowdown in global 
growth, and impacts that might have been transmitted to the Indonesian economy through the 
2011 eurozone crisis. These developments presented risks, including foregone revenues from 
declining export earnings and inability to meet financing needs from market sources for 
development spending. Heightened market volatility and falling revenues could potentially disrupt 
the financing of the government’s budget, delay development spending, and affect 
macroeconomic stability. Asian Development Bank (ADB) undertook scenario analysis that 
examined the potential impact of the eurozone crisis on the Indonesian economy, which confirmed 
that growth would be negatively affected and the government’s access to finance could be 
affected through capital outflows and increasing bond spreads. 
 
2. To bolster its preparedness to cope with higher volatility in global financial markets, the 
government, which was increasingly dependent on the market to finance its budget requirements, 
requested—and ADB approved—a loan for a countercyclical support facility with a precautionary 
financing option in the amount of $500,000,000 in June 2012. The government met the following 
criteria to access the program: (i) continued good macroeconomic management; (ii) potentially 
significant economic impact from heightened global uncertainties; and (iii) implementation of a 
countercyclical program in the revised 2012 budget. By applying for a precautionary financing 
option under the program, a borrower could postpone drawing a loan for a defined drawdown 
period after the loan agreement had been declared effective. Thus, this served effectively as a 
contingency financing scheme.1 This program was also part of a wider contingent financing 
package that the government requested of development partners (i.e. ADB, the Government of 
Australia, the Government of Japan, and the World Bank). 
 
3. To promote pro-poor economic growth, the government had allocated additional resources 
for infrastructure development, while also introducing related reforms to improve the efficiency of 
its expenditures. It had also increased social spending, including for community development and 
for both conditional and unconditional cash transfers, and introduced a unified database to 
improve the targeting of social transfers to the poorest 40% of the population. Together, these 
efforts represent substantial progress towards promoting inclusive growth, and it is critical to 
maintain these priority expenditures to ensure continued reduction of poverty. The government 
therefore agreed that the program’s outcome would be the maintenance of priority capital and 
social expenditures, with planned and actual spending to be the performance target. By 
maintaining priority government spending, higher domestic demand would be stimulated, with the 
rationale that this would contribute to job creation and sustain poverty reduction efforts during a 
period of heightened global uncertainties. The program’s intended impact was thus to help sustain 
the government’s efforts to achieve pro-poor economic growth over the medium term. The 
program included two outputs: (i) market confidence maintained, indicated through meeting 
financing targets and stable bond yields; and (ii) government financing needs met in the event of 
financial market turbulence or a crisis, indicated through the maintenance of priority spending. 

 
1  ADB. 2011. Review of ADB’s Policy-Based Lending. Manila.  
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The program was accompanied by in-kind knowledge support from the Indonesia Resident 
Mission economics team for strengthening economic surveillance and crisis monitoring. 
 

II. DESIGN AND IMPLEMENTATION 
 
A. Project Design and Formulation 
 
4. The country partnership strategy (CPS) for Indonesia, 2012–2014 and the 2015 interim 
CPS were closely aligned with the government’s National Medium-Term Development Plan 
(RPJMN) and its commitment to “pro-poor, pro-job, pro-growth, and pro-environment” 
development.2 The two strategic pillars of the 2012–2014 CPS were inclusive growth and 
environmental sustainability. The 2015 interim CPS extended its focus to (i) infrastructure 
development, (ii) human development, and (iii) enabling economic policies. ADB designed the 
program as an overarching intervention that was fully aligned with the RPJMN 2010–2014 and 
2015–2019, as well as the CPS 2012–2014 and interim CPS 2015. It aligned with the CPS and 
the government’s strategies for promoting inclusive growth by maintaining priority spending in 
infrastructure and social sectors while also supporting reforms to strengthen macroeconomic and 
fiscal management. The program was accompanied by further programmatic interventions to 
promote financial market deepening. 
 
5. Following discussions with ADB’s Indonesia Resident Mission on the risks to the 
government’s financing needs associated with external uncertainties, the minister of finance 
submitted a formal letter of request for support to ADB President Kuroda in February 2012. In 
dialogue with the government and development partners, ADB assessed the risks identified and 
confirmed that economic growth could be negatively affected by external uncertainties and that 
the government’s ability to meet financing needs could be affected through capital outflows and 
increasing bond spreads.3 ADB responded rapidly, with a fact-finding mission held in March 2012 
and approval by the ADB Board of Directors in June 2012.  
 
6. In accordance with ADB’s operations manual for policy-based lending, a countercyclical 
support facility is to provide budget support for fiscal stimulus and requires the government to 
have a countercyclical development expenditure program in place, with a strong commitment to 
implement it.4 The purpose of the program is to promote development spending, particularly 
spending for social safety nets that target the poor or vulnerable groups. A precautionary financing 
option may be included with the countercyclical support facility when it is highly likely that the 
impacts of an exogenous shock will affect the country, but these shocks had not fully materialized 
at the time of ADB’s financing commitment. This function enables the borrower to postpone 
drawing down the funds once the loan agreement has been declared effective until such a time 
as the prescribed drawdown conditions have been meet. Indonesia satisfied these conditions at 
the time of the program’s preparation, making it eligible to access the lending modality. The 
lending modality was therefore appropriate, given Indonesia’s vulnerabilities to exogenous shocks 
transmitted through its open financial account, which impacts on the government’s ability to meet 
its financing needs. 
 

 
2  ADB. 2016. Indonesia: Country Partnership Strategy, 2012-2014. Manila; ADB. 2015. Indonesia: Interim Country 

Partnership Strategy (2015). Manila; Government of Indonesia. 2010. National Medium-Term Development Plan 
(2010–2014). Jakarta.  

3  ADB. 2012. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Republic 
of Indonesia for the Precautionary Financing Facility. Manila.  

4  ADB. 2016. Policy-Based Lending. Operations Manual. OM D4/BP. Manila.  
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7. Under the program’s implementation arrangement, the government committed to first 
meet its financing needs from market sources. The program was to be utilized only if market 
stabilization operations, utilization of alternative debt financing sources, and utilization of 
accumulative surplus cash were unable to fulfill financing needs. To measure this, the 
government, ADB, and other development partners agreed on a financing plan, which was issued 
under Directorate General of Debt Management (DGDM) of the Ministry of Finance Decree No. 
21/PU/2012. The financing plan set out (i) the government’s financing targets for fiscal year 2012, 
(ii) the terms and circumstances under which the government could draw down the program, and 
(iii) the terms under which the financing plan could be rolled over and reissued in following years. 
During the project implementation period, the government issued the financing plan annually and 
included updated terms and conditions. The government, ADB, and other development partners 
were to regularly review the parameters in the financing plan to assess whether disbursement 
from the loans was required.  
 
8. At the request of the government, ADB approved three extensions to the loan closing date 
to address concerns related to continuing volatility in global financial markets, with the loan closing 
date extended by 24 months in total from 31 December 2013 to 31 December 2015. The Board 
of Directors approved a major change in the implementation arrangement of the program in 
November 2015. This change involved shifting from commitment-linked to disbursement-linked 
repayment terms for the program, which was consistent with its contingent nature, as well as 
updates to the design and monitoring framework (DMF). Following the change, an amendment 
was made to the loan agreement to reflect the current reference year of the financing plan5 and 
the revised implementation period and closing date of the loan, and to replace the amortization 
schedule to ensure consistency with the disbursement-linked repayment terms of the loan.  
 
9. As the government met the criteria to access the countercyclical support facility with a 
precautionary financing option, and its borrowing needs were contingent on market conditions, 
the program design was relevant at appraisal. The major change in the implementation 
arrangement of the program increased the relevance of the program, as it made the repayment 
terms consistent with the contingent nature of the support, making the program design relevant 
at completion. 
 
B. Project Outputs 
 
10. Output 1: Market confidence maintained. This output was achieved. There were three 
activities implemented under this output: (i) the implementation of a bond stabilization framework 
(BSF), (ii) the introduction of macroprudential measures to reduce the risks associated with capital 
outflows, and (iii) the issuance of a financing plan. The major change in facility also required that 
macroprudential measures be introduced to reduce the risks associated with capital outflows in 
2015. The implementation of the BSF, which was accompanied by crisis management protocols, 
has enabled the government and/or state-owned enterprises to buy back government securities 
during times of turmoil and capital outflows. It involved establishment of the Financial System 
Stability Committee, which is still active today, to monitor economic conditions and provide 
recommendations for activating the BSF. Since the close of the program, policy coordination for 
managing financial market volatility has been further strengthened with the enactment of Law No. 
9 of 2016 regarding the prevention and mitigation of financial system crises. This law provides a 
legal foundation for the government to act in times of financial crisis through the Financial System 
Stability Committee.  

 
5  Issued through the Directorate General of Budget Financing and Risk Management of the Ministry of Finance Decree 

No. 16/PR/2015.  
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11. Macroprudential policy has been used as an integral part of Bank Indonesia’s policy mix 
since 2010 to (i) mitigate systemic risk, (ii) promote balanced and sound intermediary function, 
and (iii) increase financial system efficiency and access.6 In 2012, macroprudential measures 
included the introduction of loan-to-value ratios for automotive and property lending, which were 
tightened or relaxed in subsequent years in accordance with the financial cycle.  
 
12. Under this output, performance was measured through achievement of the government 
target for market source financing and through the stability of government bond yields per the 
financing plan. The Ministry of Finance’s DGDM was tasked with meeting financing needs, 
including supporting the development of the domestic bond market, and ensuring transparency in 
debt management. It performed its role and was able to safeguard capital and social spending 
by, among other means, increasing the efficiency of long-term debt to support fiscal sustainability, 
issuing government securities and supporting financial market deepening, optimizing the use of 
loans as an alternative financing instrument, and regularly publishing debt management statistics. 
Over the period of the program, financing needs, the budget deficit, and debt repayment (including 
bond buybacks and amortization) increased more than planned, as did debt financing through 
government securities and foreign loans. Table 1 illustrates that in 2012, the government’s gross 
financing needs were estimated at Rp319.1 trillion, with Rp254.8 trillion to come from government 
securities and Rp54.3 to come from foreign loans. Actual gross financing needs were 12% higher 
than estimated. However, financing needs were met through an increase in domestic government 
securities issuance and through use of non-debt sources. In 2013 and 2014, financing needs 
were also higher than anticipated, with needs met through an increase in domestic government 
securities issuance, foreign program loans, and use of non-debt sources. In 2013, demand for 
planned foreign project investment loans increased, and this increase was sustained at higher 
levels in the following years. In 2014, issuance of government global securities increased, with 
higher levels of issuance also sustained in the following years.  
 

Table 1: Central Government Budget, 2012–2016  
(Rp billion) 

 
Item 2012 2013 2014 2015 2016 

Planned      
Financing needs (gross)  (319,055) (342,312) (398,344) (484,517) (640,349) 
i) Budget deficit (124,020) (153,338) (175,354) (245,895) (273,179) 
ii) Debt repayment (176,544) (166,044) (213,216) (224,843) (303,641) 
iii) Non-debt financing needs (18,492) (22,929) (9,774) (13,779) (63,529) 
Financing sources  319,055 342,311 388,344 484,517 640,349 
i) Debt financing 310,108 327,530 398,344 479,699 634,526 

- Government securities  254,826 280,861 357,962 430,662 555,724 

• Domestic  … … … … … 

• Foreign … … … … … 

- Foreign loans 54,282 45,919 39,133 47,437 75,092 

• Program loans 15,257 6,510 3,900 7,140 36,835 

• Project loans 39,026 39,379 35232 39,897 38,257 

ii) Domestic loans 1,000 750 1,250 2,000 3,710 
iii) Non debt 8,947 14,782 (9,774) 4,818 5,823 
Actual      
Financing needs (gross)  (357,337) (393,596) (476,104) (587,761) (725,739) 
i) Budget deficit (153,301) (211,673) (226,692) (298,495) (308,341) 
ii) Debt repayment (174,421) (160,421) (237,030) (226,261) (322,549) 
iii) Non-debt financing needs (29,616) (21,502) (12,382) (63,005) (94,849) 
Financing sources  379,195 419,317 489,305 612,374 751,902 
i) Debt financing 315,214 383,643 492,762 607,177 725,558 

 
6  P. Warjiyo. 2018. Indonesia: the Macroprudential Framework and the Central Bank’s Policy Mix. BIS Papers. No. 94. 

Basel: Bank for International Settlements. https://www.bis.org/publ/bppdf/bispap94n.pdf.  

https://www.bis.org/publ/bppdf/bispap94n.pdf
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- Government securities  282,897 327,748 439,097 522,382 660,799 

• Domestic  227,174 269,013 353,093 409,361 518,353 

• Foreign 55,724 58,735 86,003 113,021 142,446 

- Foreign loans 31,403 55,280 52,575 83,821 63,424 

• Program loans 15,003 18,426 17,777 55,085 35,325 

• Project loans 16,400 36,853 34,798 28,737 28,099 

ii) Domestic loans 913 616 1,091 974 1,335 
iii) Non debt 63,981 35,674 5,543 5,196 26,343 

… = data not available, ( ) = negative. 
Source: Ministry of Finance.  
 
13. In 2015, the government’s gross financing needs were estimated at Rp484.5 trillion, with 
Rp430.7 trillion to come from government securities, Rp7.1 trillion to come from foreign program 
loans, and Rp40.0 trillion to come from project loans. Actual gross financing needs were 21% 
higher than planned, with debt financing 27% higher than planned and non-debt financing options 
very limited. To meet financing needs, demand for issuance of foreign program loans increased 
to Rp55.1 trillion, while planned issuance of foreign project loans fell short by Rp11.2 trillion.  
 
14. Table 2 highlights that over the period of the program, Indonesia’s GDP growth declined, 
inflation remained volatile, and the currency depreciated. With the commodity boom fading, 
Indonesia’s growth decelerated, while the implementation of subsidy reforms and volatility in food 
prices created pressure on domestic prices. At the same time, there were several episodes of 
heightened global market uncertainty, including the “taper tantrum” in 2013, the normalization of 
the United States Federal Reserve interest rate, and increased capital outflow from emerging 
markets in 2015. These developments had potential to affect macroeconomic stability and 
influence market confidence. At the end of September 2015, government bond issuances were 
undersubscribed and bond yields had increased.  
 

Table 2: Key Economic Indicators, 2012–2016 
 

 
 
 
 
Period 

 
 
 

GDP growth 
(%) 

 
 
 

Inflation (%)* 

 
Rp–$ 

exchange 
rate 

(average) 

 
 
 

GIDN5YR 
(%)* 

J.P. Morgan 
EMBI Plus 
Indonesia 
Sovereign 
Spread* 

J.P. Morgan 
EMBIG 

Indonesia 
Sovereign 
Spread* 

Q1 2012 6.1 4.0 9,088 5.3 195 210 
Q2 2012 6.2 4.5 9,412 5.5 252 273 
Q3 2012 5.9 4.3 9,544 5.6 181 205 
Q4 2012 5.9 4.3 9,630 4.8 156 179 
Q1 2013 5.5 5.9 9,695 5.1 206 226 
Q2 2013 5.6 5.9 9,929 6.4 253 288 
Q3 2013 5.5 8.4 11,613 7.9 297 319 
Q4 2013 5.6 8.4 12,189 8.0 265 289 
Q1 2014 5.1 7.3 11,404 7.7 245 267 
Q2 2014 5.0 6.7 11,969 7.8 228 251 
Q3 2014 5.0 4.5 12,212 8.3 233 239 
Q4 2014 5.0 8.4 12,440 7.7 238 267 
Q1 2015 4.7 6.4 13,084 7.3 228 252 
Q2 2015 4.7 7.3 13,332 8.3 238 265 
Q3 2015 4.7 6.8 14,657 9.5 324 360 
Q4 2015 5.0 3.4 13,795 8.8 295 329 
Q1 2016 4.9 4.5 13276 7.4 228 252 
Q2 2016 5.2 3.5 13180 7.3 238 265 
Q3 2016 5.0 3.1 12998 6.8 324 360 
Q4 2016 4.9 3.0 13436 7.6 295 329 

* = end of period, EMBI Plus = Emerging Markets Bond Index Plus, EMBIG = Emerging Market Bond Index Global, 
GDP = gross domestic product, GIDN5YR = Generic Indonesian government bills and bonds 5-year interest rate, Q = 
quarter. 
Sources: Bank Indonesia, Bloomberg, Haver Analytics, and Statistics Indonesia.  
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15. With the government meeting a large portion of its financing needs through market 
sources, bond yields stability was critical for effective debt management. Per the financing plan, 
the government would be able to access proceeds from the program if the 5-year sovereign bond 
interest rate went above 9.32%.7 At the end of the first quarter of 2012, Indonesia’s sovereign 
spread was comparatively low, while the 5-year bond yield was 5.3%. Figure 1 illustrates that 
despite bouts of heightened uncertainty in global financial markets over the period of the program, 
it was not until the third quarter of 2015 that Indonesia’s 5-year bond yield went to 9.6%, with the 
sovereign bond spread rising above 300 basis points. In addition, bond issuances at this time 
were undersubscribed, potentially undermining the government’s ability to meet its target for 
market source financing. The government requested the loan proceeds, with ADB disbursing in 
the fourth quarter of 2015. The program was able to contribute to the maintenance of market 
confidence, with the 5-year sovereign bond interest rate resuming to levels below the drawdown 
trigger of the program in 2016 (Figure 1).  
 

Figure 1: 5-Year Bond Interest Rate, 2012–2016 
 

 
GIDN5YR = Generic Indonesian government bills and bonds 5-year interest rate. 
Source: Bloomberg.  

 
16. Output 2: Government financing needs met in the event of substantial financial 
market turbulence or a crisis. This output was also achieved. There were originally two activities 
under this output: (i) budget revision for 2012 to include steps to be implemented in the event of 
a crisis, and (ii) national crisis management protocol issued. In 2011 the government issued crisis 
management protocols and they were actively used in 2012, including indicators to determine the 
condition of the government securities market (normal, aware, alert, crisis). Monitoring of trends 
on indicators including (i) the benchmark yield on government securities, (ii) the exchange rate, 
(iii) the Jakarta composite index, and (iv) foreign ownership of government securities. The 
government defined policies to address crises at every level, including re-purchase of government 
securities in the secondary market and postponement of the issuance of government securities. 
Activities in the revised DMF included the issuance of a budget revision for 2015, including steps 

 
7  During the review mission with the program team leader and the government from 14 October 2012 to 6 March 2013, 

a revision was made to the financing plan for 2013 and beyond. The thresholds for bond maturities were increased 
as follows: 5-year from 10.02% to 9.32%, 10-year from 11.40% to 10.36%, 15-year from 12.18% to 11.15%, and 20-
year 12.31% to 11.33%.  
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to be implemented in the event of a more serious period of market turbulence and the continued 
implementation of national crisis management protocols.  
 
17. Under this output, performance was measured through maintenance of priority spending, 
particularly for infrastructure and social expenditures by the government, in the context of 
heightened global financial market uncertainty. Table 3 illustrates that during 2012–2016, two 
strategies were deployed to achieve the goal of the output. First, the government maintained 
priority spending through reforms that reduced universal subsidies, including those for fuel, with 
budget reallocated towards infrastructure, education, health, and poverty reduction programs. 
Second, with revenue collection negatively impacted by the slowing of economic growth, actual 
revenues fell below planned targets and the fiscal deficit increased from an equivalent of 1.8% of 
GDP in 2012 to 2.5% of GDP in 2016. The government financed the increase in the deficit through 
a combination of external borrowing in the form of issuance of program loans from development 
partners and additional issuance of government securities.  
 

Table 3: Actual Central Government Expenditures, 2012–2016  
(Rp trillion) 

 
Indicators 2012 2013 2014 2015 2016 

Infrastructure  145.5 155.9 154.6 256.1 269.1 
Education 297.4 332.2 353.4 390.3 370.8 
Health  40.6 46.1 59.6 65.4 91.4 
Poverty reduction programs 93.5 119.0 131.2 172.5 212.2 
Subsidies 346.4 355.0 392.0 186.0 174.2* 
Fiscal balance (153.3) (211.8) (226.7) (298.5) (308.3) 

- % of GDP 1.8 2.2 2.1 2.6 2.5 

* = planned spending, ( ) = negative.  
Source: Ministry of Finance. 

 
18. Universal subsidies accounted for 23.2% of central government spending in 2012 and this 
had declined to 10.4% by 2015. Infrastructure investment accounted for 9.8% of the budget in 
2012 and by 2015 it had increased to 14.3%, with allocations continuing to increase in subsequent 
years. The central government is mandated to allocate 20% of the budget to education and 5% 
to health. As per mandatory allocations, expenditure for education reached 20% of the 
government budget during 2012–2015. Expenditure of allocations for health improved over the 
duration of the program, from accounting for only 2.7% of government expenditure in 2012 to 
3.6% in 2015. Improvements in health expenditure continued after the close of the program. 
Poverty reduction programs increased their share of government expenditure from 6.3% in 2012 
to 9.6% in 2015. In particular, allocations for the targeted conditional cash transfer program—the 
Family Hope Program—increased more than three-fold and the National Community 
Empowerment Program was consolidated and transformed into the Village Fund Program. The 
shift from universal subsidies to targeted, pro-poor spending supports the objective of the program 
to sustain pro-poor economic growth during periods of heightened global uncertainty.  
 
C. Project Costs and Financing 
 
19. The loan totaled $500 million and was to be disbursed when the government had (i) met 
the drawdown criteria set out in its financing plan, and (ii) maintained sound macroeconomic 
management. The proceeds of the loan were disbursed in accordance with the provisions of 
ADB’s Loan Disbursement Handbook (2017, as amended from time to time).8  

 
8  Formerly referred to as ADB’s Simplification of Disbursement Procedures and Related Requirements for Program 

Loans.  
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D. Disbursements 
 
20. The program was designed in a flexible manner and linked to Indonesia’s access to market 
financing. A drawdown of the program would be requested if the financing targets of government 
were not met and government bond yields were above a predetermined level. Disbursement of 
the full amount of the loan was not required in a single tranche, with the government requesting 
flexibility through a phased drawdown structure in accordance with its financing targets.  
 
21. Until mid-September 2015, the government met its financing needs from the financial 
markets and therefore did not draw down the program. However, adverse economic 
developments in the second half of 2015 and a tightening of the bond markets resulted in the 
government requesting withdrawal of the loan proceeds. On 4 December 2015, ADB and the 
government amended the loan agreement to reflect the current reference year of the financing 
plan, the revised implementation period, and the closing date of the loan, and they replaced the 
amortization schedule. The loan proceeds were disbursed on 9 December 2015 in a one-time 
drawdown for the full $500 million and the actual closing date of the program was on 18 March 
2016.9  
 
E. Project Schedule 
 
22. The program was approved on 18 June 2012, signed on 17 July 2012, and became 
effective on 18 September 2012. The program’s original implementation period was 1 July 2012 
to 31 December 2013. Following the program’s approval, the government requested and ADB 
approved three extensions of the loan closing date because of continuing market volatility. ADB 
approved the first extension (to 30 June 2014) following the negative impact of the “taper tantrum” 
on Indonesia’s financial market. The bank approved a second extension (to 30 June 2015) and a 
third extension (to 31 December 2015) in response to (i) heightened financial market turbulence 
resulting from the expected normalization of the United States Federal Reserve interest rate 
policy, and (ii) increased capital outflows from emerging markets. In total, the closing date for the 
program was extended by 24 months.  
 
F. Implementation Arrangements 
 
23. The implementation arrangements of the program were satisfactory. As the executing 
agency, the DGDM coordinated, monitored, and evaluated the implementation of the financing 
plan and the government’s countercyclical fiscal stimulus programs that were supported by the 
loan on a quarterly basis. The DGDM convened meetings attended by representatives from the 
government, ADB, and other development partners to oversee the implementation of the financing 
plan, including review of macroeconomic conditions, the government’s financing shortfalls, and 
government expenditures associated with its countercyclical fiscal stimulus programs. By design, 
the performance of the program improved over the course of its implementation, as regular 
quarterly monitoring meetings were hosted by DGDM that involved an exchange of views and 
knowledge sharing with development partners on economic issues that helped to strengthen 
public finance management.  
 
24. Under the financing plan, drawdown of the program would be linked to Indonesia’s access 
to market financing and would only occur if (i) the financing target was not met, and (ii) government 

 
9  ADB. 2016. Indonesia: Precautionary Financing Facility—project data sheet. Manila. 

https://www.adb.org/projects/46239-001/main#project-pds  

https://www.adb.org/projects/46239-001/main#project-pds
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bond yields were above a predetermined level. The program was designed in a flexible manner, 
with modifications to the financing plan subject to ADB management approval. This meant that 
recommendations to modify the financing plan and associated thresholds for bond maturities 
could be proposed in accordance with market contexts. A major change in the program was 
approved on 3 December 2015, which included modifying repayment terms from commitment-
linked to disbursement-linked, which is consistent with the program’s contingent nature.  
 
G. Monitoring and Reporting 
 
25. The program did not trigger ADB’s safeguard policies and was categorized C for 
environment, involuntary resettlement, and indigenous peoples. ADB’s Anticorruption Policy 
(1998, as amended to date) was explained to and discussed with the DGDM. The monitoring and 
reporting arrangements of the program were satisfactory. “Particular covenants” covered five 
covenants and “Schedule 5” covered six covenants with which the government was to comply. All 
particular covenants were complied with, with the exception of Section 4.01 (b) because of the 
combination of this being a unique facility, the first of its kind in ADB, and internal staff movements, 
which led to unclear communication on completion report submission (Appendix 3). Five of six 
covenants in Schedule 5 were fulfilled. In particular, the program performance report, monitoring, 
and evaluation were supported by the DGDM through convening regular quarterly meetings 
attended by representatives from the government, ADB, and other development partners to 
oversee the implementation of the financing plan and monitor performance indicators in the 
program’s DMF. Both the quality of information discussed and the frequency of the meetings 
supported comprehensive economic surveillance. The outstanding covenant in Schedule 5 
relates to the borrower’s submission to ADB of a program completion report that assessed the 
extent of progress and the impact of actions under the program no later than 3 months after 
program implementation. This was because of the aforementioned unclear correspondence 
between ADB and the DGDM. While DGDM did not share the program completion report, data 
required to assess the actions under the program was shared at regular quarterly progress 
meetings chaired by DGDM and attended by ADB. Data was also publicly available. Therefore, 
noncompliance with the outstanding covenant in Schedule 5 did not impact negatively on program 
performance. In addition, the major change in the program completed in November 2015 
amended sections 1.02 and 3.04 as well as schedules 1 and 2 of the loan agreement to bring the 
dates of the annual financing plan, implementation, loan closing date, and amortization schedule 
of the program in line with the change of the repayment terms from commitment-linked to 
disbursement-linked. Financial management arrangements were sufficient. All other terms and 
conditions remained unchanged. 
 

III. EVALUATION OF PERFORMANCE 
 
A. Relevance 
 
26. The program design was relevant at appraisal and at completion as it supported financial 
stability while promoting the maintenance of development spending. The countercyclical support 
program with the precautionary financing option was an appropriate modality given Indonesia’s 
vulnerabilities to global uncertainties that are transmitted through its open capital and financial 
account in the form of portfolio investment flows. Volatility in global markets had previously 
resulted in (i) a pullback in portfolio and direct investment, (ii) depreciation of the rupiah, (iii) 
reductions in reserves, (iv) increases in bond yields, and (v) increases in Bank Indonesia’s policy 
rate. These trends were also observed during the implementation period of the program. The 
existence of the program and possibility of its use supported continuation of reform efforts for 
strengthening macroeconomic and fiscal management. In addition, the program supported the 
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government through strengthening economic surveillance and boosting market confidence 
through associated policy advisory services and leveraging support from development partners. 
 
27. The DMF was appropriate as it was aligned with the government’s priorities and its 
performance indicators and targets were able to be verified through publicly available data. The 
program has contributed to the objectives of the government’s RPJMN for 2010–2014 and 2015–
2019 by preserving macroeconomic stability for accelerating inclusive growth through 
emphasizing the importance of maintaining priority expenditures and supporting financing needs. 
In particular, the program provided support to meet the financing needs of the first budget of the 
Joko Widodo administration, which sought to step up spending in infrastructure and critical social 
sectors while reducing fuel subsidies. Throughout the duration of the program, the government 
made steady progress in strengthening public financial management by (i) strengthening the 
budget allocation process of priority sectors, (ii) linking planning and budgeting, and (iii) enhancing 
the results orientation of the budget. During the program implementation period, ADB also 
continued to support the capacity development of the government’s e-procurement system. The 
support provided by the program remains relevant and maintaining critical spending in 
infrastructure and social assistance features in ADB’s current CPS.10  
 
28. The government was able to meet its financing needs from financial markets until mid-
September 2015 and therefore had not drawn the program down earlier. A major change in 
implementation arrangements was undertaken to shift to disbursement-linked repayment terms 
and included a modification to the DMF, including updating the baseline year and end year of the 
performance indicators to align them with the revised close date of the loan. The major change 
was timely and appropriate to address circumstances associated with prolonged and unforeseen 
external uncertainties.  
 
B. Effectiveness 
 
29. Following the rationale that maintaining priority government spending would stimulate 
domestic demand and contribute to job creation and poverty reduction efforts, the program 
outcome sought to ensure that the government’s capital and social spending was sustained. Table 
4 presents data on the government’s planned and actual capital and social spending. The DMF 
specified that at least 90% of planned spending in these areas would be disbursed in 2013, while 
the revised DMF specified that in 2016 at least 80% of planned capital spending and 90% of 
planned social assistance spending would be disbursed.11 These targets were exceeded. Given 
these achievements, the program is rated highly effective.  
 
  

 
10  ADB. 2018. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Loan 

for Subprogram 2 to the Republic of Indonesia for the Fiscal and Public Expenditure Management Program. Manila. 
11  In 2015, the government began implementing Village Law No. 6 of 2014, which discontinued social assistance funds 

provided to the National Community Empowerment Program and increased funds classified as “transfers to regions 
and village funds.”  
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Table 4: Selected Central Government Expenditures, 2012–2016  
 

Indicator 2012 2013 2014 2015 2016 

Capital spending       
Estimated (Rp billion) 182,622.0 194,563.0 160,791.0 275,788.0 206,567.0 
Actual (Rp billion) 145,104.1 180,864.2 147,347.9 215,434.2 169,474.2 
% 79.5 93.0 91.6 78.1 82.0 
Social assistance spending       
Estimated (Rp billion) 80,716.0 95,054.0 96,655.0 107,670.0 53,404.0 
Actual (Rp billion) 75,621.1 92,136.1 97,924.7 97,151.2 49,613.5 
% 93.7 96.9 101.3 90.2 92.9 

Source: Ministry of Finance.  

 
30. The outputs of the program related to (i) maintenance of market confidence through bond 
yields stability and achieving financing targets from market sources, and (ii) maintenance of 
priority spending despite financial market turbulence. Bond yields remained relatively stable and 
government bonds were fully subscribed from the approval of the program in the second quarter 
of 2012 until the third quarter of 2015, when bond yields exceeded the drawdown threshold and 
government securities were undersubscribed. This triggered a drawdown of proceeds under the 
program. At the same time, spending was maintained in priority areas as illustrated in tables 3 
and 4. The outputs’ results contributed to outcome achievement and are attributable to the 
program’s intervention, through meeting financing targets to support domestic demand and to 
maintain priority spending.  
 
C. Efficiency 
 
31. For policy-based loans, including loans providing countercyclical support with a 
precautionary financing option, assessment of investment efficiency is not required. In terms of 
process, the program provided countercyclical support with a precautionary financing option, with 
disbursements not drawn down until triggers were exceeded. The role of the program was 
therefore to support the maintenance of market confidence. The financing plan outlined drawdown 
triggers, which were closely monitored by the government, ADB, and development partners. 
Drawdown triggers were not reached within the original closing date of the program as the 
government was able to meet its financing needs from the market. However, given that there was 
continued market volatility, the government requested three extensions of the loan closing date, 
which was extended by 24 months in total from 31 December 2013 to 31 December 2015.  
 
32. Because the market remained volatile, the program continued to be relevant. While the 
drawdown trigger was not reached during the program’s original timeframe, this did not reduce 
the program’s economic benefits as it helped to preserve market confidence. The opportunity 
costs associated with a financial and economic crisis and the inability to finance development 
needs justify extension of the program. Given that the government was able to meet its financing 
needs for development from the market during prolonged periods of heightened market volatility, 
the program is rated efficient.  
 
D. Sustainability 
 
33. There has been no reversal in the direction of policies that were supported under the 
program. The government has continued to maintain priority spending, while also implementing 
reforms to increase the efficiency of spending by reducing subsidies and modernizing 
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procurement processes.12 The institutional structure surrounding financial sector oversight has 
improved significantly, including through the enactment of Law No. 9 of 2016 regarding Prevention 
and Mitigation of Financial System Crises, which strengthened banking surveillance functions and 
enabled the financial services authority to preemptively intervene to settle a bank’s liquidity and 
solvency issues through bail-in, among other resolutions.13 These measures have supported the 
maintenance of market confidence. As of 2017, all three major credit rating agencies put 
Indonesia's sovereign credit rating at investment grade, with Standard & Poor's increasing its 
rating from BBB- to BBB stable outlook (May 2019), Fitch affirming BBB stable outlook 
(September 2018), and Moody’s upgrading from Baa3 to Baa2 stable (April 2018). Indonesia’s 
strong growth prospects and supportive macroeconomic and fiscal policy, along with structural 
reforms to the business climate, underpin these positive developments. As such, the outcomes 
supported under the program are most likely sustainable.  
 
E. Development Impact 
 
34. The program sought to sustain pro-poor economic growth by maintaining economic growth 
rates and supporting a decline in poverty. With spending on infrastructure and social sectors 
playing an important role in promoting sustained and inclusive growth, the program outcome 
focused on maintaining high levels of disbursement of social and capital spending that were 
planned in the government’s annual budget.14 Its outputs sought to ensure that financing needs 
could be met and that priority spending was maintained. With the commodity super-cycle fading, 
economic growth declined during the program. However, there is strong evidence that growth was 
inclusive. Table 5 shows that the percentage of people below the national poverty line declined 
during the program, as did expenditure inequality as measured by the Gini coefficient. 
Unemployment also declined and access to finance improved. Indonesia’s ranking on the 
government effectiveness index also improved.15 Given these improvements in the inclusiveness 
of economic growth, which were supported by sustained development spending under the 
program, the development impact of the program is rated satisfactory.  
 

Table 5: Selected Socioeconomic Indicators, 2012–2016 
 

Indicator  2012 2013 2014 2015 2016 

Percentage of people below the national poverty line 11.96 11.37 11.25 11.22 10.86 
Expenditure inequality 0.410 0.413 0.408 0.408 0.397 
Percentage of people unemployed 7.68 6.17 5.94 6.18 5.61 
Percentage of households who received business credit 9.44 8.60 8.17 12.66 14.10 
Governance effectiveness (percentile rank) 45.5 47.4 53.8 45.7 52.9 

Sources: Statistics Indonesia; and the World Bank’s Worldwide Governance Indicators.  

 

 
12  ADB. 2018. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Loan 

for Subprogram 2 to the Republic of Indonesia for the Fiscal and Public Expenditure Management Program. Manila.  
13  ADB. 2017. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Loan 

for Subprogram 2 and Technical Assistance Grant to the Republic of Indonesia for the Financial Market Development 
and Inclusion Program. Manila.  

14 S.K. Hur. 2014. Government Spending and Inclusive Growth in Developing Asia. ADB Economics Working Paper 
Series. No. 415. Manila: Asian Development Bank; and F. Yamauchi, M. Muto, S. Chowdhury, R. Dewina, and S. 
Sumaryanto. 2009. Spatial Networks, Labor Supply and Income dynamics: Evidence from Indonesian Villages. IFPRI 
Discussion Paper. No. 00897. Washington, DC: International Food Policy Research Institute.  

15  The government effectiveness index captures perceptions of the quality of (i) public services, (ii) the civil service and 
the degree of its independence from political pressures, and (iii) policy formulation and implementation, and the 
credibility of the government's commitment to such policies.  
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F. Performance of the Borrower and the Executing Agency 
 
35. The government, with the DGDM as the executing agency, was highly engaged in the 
program’s preparation, design, and approval, with the engagement sustained during and after 
implementation. Loan effectiveness requirements were met swiftly. The DGDM coordinated with 
other units in the Ministry of Finance, including the Fiscal Policy Agency, as well as with 
development partners, to strengthen institutional understandings of changing global 
circumstances, including the 2011 eurozone economic crisis, the shock associated with the 2013 
taper tantrum, and heightened financial market turbulence from normalization of the United States 
Federal Reserve interest rate policy in 2015. The program was used as designed: to maintain 
market confidence and sustain priority spending during periods of financial market uncertainty. 
The government issued an annual financing plan and monitored its implementation at regular 
intervals with ADB and other development partners. When the program’s drawdown triggers were 
reached in September 2015, the government submitted a formal request for access to the 
proceeds. Monitoring and dialogue between the government and ADB continued after 
disbursement of the program through provision of technical assistance and participation in policy-
based loans. The performance of the government and the DGDM is therefore rated satisfactory.  
 
G. Performance of the Asian Development Bank 
 
36. Provision of a countercyclical support facility with a precautionary financing option to 
bolster the government’s preparedness to cope with volatility in financial markets—given its 
dependence on the market to finance its budget requirements—was timely and appropriate. The 
program enhanced the quality of information available to the government for economic monitoring 
and surveillance through working closely with ADB’s country economic team. ADB worked closely 
with the DGDM in the program’s preparation, design, and approval, sustaining the engagement 
during and after implementation. At the request of the DGDM, ADB (i) approved three extensions 
of the loan closing date, extending it by 24 months in total, from 31 December 2013 to 31 
December 2015; (ii) prepared a major change in the implementation arrangement, moving to a 
disbursement-linked repayment method, and (iii) updated reference dates in the DMF. The 
program consisted of several development partners, which brought challenges in coordination. 
For example, the disbursement schedules were not synchronized among development partners, 
with the World Bank disbursing in September 2015 and ADB disbursing in December 2015. The 
government did not request disbursement from the Government of Australia or the Government 
of Japan.  
 
37. While the program was active, ADB prepared complementary program and project loans, 
as well as technical assistance in public sector management and financial market development.16 
In the post-partnership period, ADB sustained its monitoring and dialogue to facilitate public sector 
management and financial market deepening.17 ADB’s country economic team continues to 
provide in-kind support for economic monitoring and surveillance through consultations 
undertaken during preparation of the Asian Development Outlook. Based on adequate 
performance during project preparation, continuing responsiveness to government requests, and 

 
16  Examples of programs, projects, and technical assistance include the Financial Market Development and Integration 

Program, Inclusive Growth Through Improved Connectivity Program, State Accountability Revitalization Project, and 
Stepping up Investment for Growth Acceleration Program, as well as TA7653-INO: Indonesia for Strengthening 
National Public Procurement Processes. 

17  This was undertaken through programs such as the Financial Market Deepening and Inclusion Program (2015-2019) 
and the Fiscal and Public Expenditure Management Program (2016–2019), as well as technical assistance such as 
TA8858-INO: Strengthening Knowledge Sharing in Indonesia and TA9109-INO: Strengthening Risk Fiscal 
Management of Accelerated Infrastructure Delivery. 
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support provided in implementation through provision of high-quality information on economic 
monitoring and surveillance, the performance of ADB is rated satisfactory.  
 
H. Overall Assessment 
 
38. The program is rated relevant and highly effective as it supported financial stability while 
promoting the maintenance of development spending and targets outlined in the DMF were 
exceeded. The program was also rated efficient and most likely sustainable, given that the 
government was able to meet its financing needs for development from the market during 
prolonged periods of heightened market volatility and there have been no reversals in the policy 
directions that were supported under the program. Steady progress has been made towards 
ensuring inclusive economic growth, with poverty and inequality consistently declining over time. 
Given sound performance across these metrics, the overall program is rated highly successful.  
 

Table 6: Overall Ratings 
 

Criteria Rating 

Relevance Relevant 
Effectiveness  Highly effective 
Efficiency  Efficient 
Sustainability Most likely sustainable 
Overall Assessment Highly successful 
Development impact Satisfactory 
Borrower and executing agency Satisfactory 
Performance of ADB Satisfactory 
ADB = Asian Development Bank. 
Source: Asian Development Bank. 

 
IV. ISSUES, LESSONS, AND RECOMMENDATIONS 

 
A. Issues and Lessons 
 
39. Four main lessons can be drawn from the program. First, the countercyclical support 
facility with a precautionary financing option was a valuable instrument to support effective 
macroeconomic and fiscal management during periods of heightened market turbulence. The 
program strengthened the government’s economic monitoring and surveillance capacities 
through the monitoring of the government’s annual financing plan and the exchange of views on 
economic performance among the government, ADB, and other development partners. Technical 
and in-kind knowledge support provided by the Indonesia country economic team strengthened 
the quality of this dialogue. Together, the program, the strengthened monitoring, and the quality 
dialogue boosted confidence-building measures that could be communicated through various 
government channels to reassure markets.  
 
40. Second, the program was part of a contingent financing package provided by ADB, the 
Government of Australia, the Government of Japan, and the World Bank. The government 
benefited from the partnership with cofinancers through the provision of high-quality economic 
surveillance. However, the program could have been strengthened through stronger coordination 
and synchronization among the cofinancers, following a collaborative parallel financing modality 
that included developing a shared DMF to better align interventions and stronger coordination on 
loan disbursement processes and schedules. 
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41. Third, the program, with its contingent financing structure, sought to promote sustainability 
and continuity in the government’s reform agenda by ensuring that priority spending was 
maintained and that financing needs were met. The program was extended three times because 
of continuing uncertainty in financial markets, while the drawdown triggers associated with 
thresholds for bond maturities as per the government’s financing plan were not exceeded. To 
avoid multiple program extensions, it may be useful to design future programs with multiple 
drawdown triggers related to a range of relevant social, economic and/or financial indicators or 
time period references. Importantly, policy dialogue with government should be sustained over 
time and commitment to reforms should be long term, as these have previously been shown to 
be key factors for success.  
 
42. Finally, the program complemented several ongoing programs and projects implemented 
during the CPS for 2012–2014 and the interim CPS for 2015. The complementarities 
strengthened outcome results of ADB’s country program strategies.  
 
B. Recommendations 
 
43. There are three main recommendations. First, ADB approved the program in collaboration 
with several development partners to provide fallback options if the government was unable to 
fulfill its financing needs. Each development partner had their own loan document, with outputs 
and performance indicators that varied somewhat, as well as different understandings of 
disbursement arrangements. In future, it may be more efficient for development partners to follow 
a collaborative parallel financing modality, where institutions jointly develop a shared policy matrix 
and DMF to better align interventions.  
 
44. Second, to strengthen sustainability and continuity in the government’s reform agenda 
and promote inclusive growth, a policy-based loan focused on public finance management could 
be a complementary loan modality that accompanies a countercyclical support facility. In addition, 
greater flexibility may be provided through a range of drawdown triggers relevant to market 
conditions. 
 
45. Third, technical and in-kind knowledge support provided by the country economic team, 
as well as other ADB departments, is valuable for strengthening economic monitoring and 
surveillance capacities for better in-country macroeconomic and fiscal management. This 
knowledge support and associated dialogue should be recognized as an integral part of future 
country partnership strategies.  
 
46. As there are no pending actions related to the program, the program performance 
evaluation report may be conducted at any time in the future. 
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DESIGN AND MONITORING FRAMEWORK 
 

Design Summary 
Performance Indicators and 

Targets Project Achievements 

Impact 
Sustained pro-poor 
economic growth 

 
By 2014 
Economic growth maintained 
(2011 baseline: 6.5%) 
Declining trend of poverty rate 
continued (2011 baseline: 12.4%) 

 
 
Not achieved, with growth declining to 
5.0% in 2014  
 
Achieved, with poverty declining to 
11.3% in 2014 

Outcome 
The government 
maintains priority 
spending and stimulates 
domestic demand. 

 
By 2013: 
At least 90% of social spending 
programs implemented (2012 
baseline: Rp55.4 trillion) 
At least 90% of capital spending 
implemented (2012 baseline: 
Rp168.7 trillion) 

 
 
Achieved, with 97% of planned spending 
disbursed in 2013 
 
Achieved, with 93% of planned capital 
spending disbursed in 2013 

Outputs 
1. Market confidence 
maintained  

 
By 2013: 
Government financing target from 
market source achieved (2012 
baseline: Rp272 trillion) 
Government bond yield remained 
stable (2012 baseline: Bond Strip 
Spread at end-April 2012 = 238 
basis points) 

 
 
Achieved, with the 2013 financing target 
set at Rp342 trillion and Rp394 trillion 
raised 
Achieved, with the bond spread below 
300 basis points at the end of 2013 

2. Government financing 
needs met in the event 
of a more serious 
financial market 
turbulence or crisis 

By 2013:  
Government’s priority spending 
maintained despite financial 
market turbulence 

 
Achieved, priority spending on 
infrastructure, education, health, and 
poverty reduction programs increased in 
2013 from spending in 2012 

Source: Asian Development Bank. 
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REVISED DESIGN AND MONITORING FRAMEWORK 
 

Design Summary 
Performance Indicators and 

Targets Project Achievements 

Impacts the Precautionary Financing Facility is Aligned with: 
Sustained higher pro-poor economic growth (National Medium-term Development Plan [RPJMN, 2015–
2019]) 

Outcome 
The government 
maintains priority 
spending and stimulates 
domestic demand. 

By 2016:  
At least 90% of social spending 
programs disbursed (2015 
baseline: Rp104 trillion)  
At least 80% of capital spending 
disbursed (2015 baseline: Rp276 
trillion)  

 
Achieved, with 93% of planned spending 
disbursed in 2016 
 
Achieved, with 82% of planned capital 
spending disbursed in 2016 

Outputs 
1. Market confidence 
maintained 

 
By 2015:  
Government target for market 
source financing achieved (2015 
baseline: Rp452.2 trillion)  
Government bond yield remains 
stable (2015 baseline: Indonesia 
USD Bonds Strip Spread by the 
end of September 2015 = 334 
basis points)  

 
 
Achieved, with the 2015 financing target 
set at Rp485 trillion and Rp555 trillion 
raised 
Achieved, with the bond spread stable at 
the end of 2015 

2. Government financing 
needs met in the event 
of a more serious 
financial market 
turbulence or crisis  

By 2015:  
Government priority spending 
maintained despite financial 
market turbulence  

 
Achieved, priority spending on 
infrastructure, education, health, and 
poverty reduction programs increased in 
2015 from spending in 2014 

Source: Asian Development Bank. 
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STATUS OF COMPLIANCE WITH LOAN COVENANTS 
 

 
 
Covenant 

Reference in 
Loan 

Agreement 

 
 

Status of Compliance 

The Borrower shall cause the Program to be carried 
out with due diligence and efficiency and in 
conformity with sound applicable technical, financial, 
business and development practices.  
 
In the carrying out of the Program, the Borrower shall 
perform, or cause to be performed, all obligations set 
forth in Schedule 5 to this Loan Agreement.  
 
The Borrower shall make available, promptly as 
needed and on terms and conditions acceptable to 
ADB, the funds, facilities, services, as required, in 
addition to the proceeds of the Loan, for the carrying 
out of the Program and for the operation and 
maintenance of the Program facilities.  
 
The Borrower shall ensure that the activities of its 
departments and agencies with respect to the 
carrying out of the Program are conducted and 
coordinated in accordance with sound administrative 
policies and procedures.  
 
The Borrower shall maintain, or cause to be 
maintained, records and documents adequate to 
identify the Eligible Items financed out of the 
proceeds of the Loan and to indicate the progress of 
the Program.  
 
The Borrower shall enable ADB's representatives to 
inspect any relevant records and documents referred 
to in paragraph (a) of this Section.  
 
As part of the reports and information referred to in 
Section 7.04 of the Loan Regulations, the Borrower 
shall furnish, or cause to be furnished, to ADB all 
such reports and information as ADB shall 
reasonably request concerning (i) the Counterpart 
Funds and the use thereof; and (ii) the 
implementation of the Program, including the 
accomplishment of the targets and carrying out of the 
actions set out in the Policy Letter.  
Without limiting the generality of the foregoing or 
Section 7.04 of the Loan Regulations, the Borrower 
shall furnish, or cause to be furnished, to ADB 
quarterly reports on the carrying out of the Program 
and on the accomplishment of the targets and carrying 
out of the actions set out in the Policy Letter. 
 
SCHEDULE 5  
Program Implementation and Other Matters  
Implementation Arrangements  

Section 4.01. 
(a) 
 
 
 
(b)  
 
 
 
Section 4.02. 
 
 
 
 
 
 
Section 4.03. 
 
 
 
 
 
Section 4.04. 
(a) 
 
 
 
 
(b)  
 
 
 
Section 4.05. 
(a) 
 
 
 
 
 
 
 
(b)  
 
 
 
 
 
 
 
 
 

Complied with  
 
 
 
 
Partially complied due to unclear 
communication on completion 
report submission. 
 
Complied with  
 
 
 
 
 
 
Complied with, through annual 
issuance of a financing plan by 
DGDM of the Ministry of Finance 
by decree. 
 
 
 
Complied with  
 
 
 
 
 
Complied with  
 
 
 
Complied with  
 
 
 
 
 
 
 
 
Complied with. Quarterly 
monitoring meetings were held 
by DGDM to coordinate, monitor, 
and evaluate the implementation 
of the financing plan and related 
macroeconomic developments. 
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Covenant 

Reference in 
Loan 

Agreement 

 
 

Status of Compliance 

The Borrower shall appoint Directorate General Debt 
Management as the Program Executing Agency to 
coordinate, monitor, and evaluate the implementation 
of the Financing Plan and the Borrower’s 
countercyclical fiscal stimulus programs supported by 
the Countercyclical Support Program. During the 
Countercyclical Support Program implementation 
period, the Borrower shall conduct periodic meetings 
on a quarterly basis to be attended by the 
representatives of the Borrower and the Development 
Partners to review: (a) macroeconomic conditions, (b) 
implementation of the Financing Plan, (c) the 
Borrower’s countercyclical programs, and (d) the 
financing shortfall of the Borrower.  
 
Policy Actions and Dialogue  
The Borrower shall:  
keep ADB informed of, and the Borrower and ADB 
shall from time to time exchange views on, sector 
issues, policy reforms and additional reforms during 
the Program Period that may be considered 
necessary or desirable under the Countercyclical 
Support Program, including the progress made in 
carrying out actions set out in the Policy Letter;  
promptly discuss with ADB problems and constraints 
encountered during implementation of the 
Countercyclical Support Program and appropriate 
measures to overcome or mitigate such problems 
and constraints; and  
keep ADB informed of policy discussions with other 
multilateral or bilateral agencies that have 
implications for implementation of the Countercyclical 
Support Program and shall provide ADB with an 
opportunity to comment on any resulting policy 
proposals. The Borrower shall take ADB’s views into 
consideration before finalizing and implementing any 
such proposals.  
 
Program Performance Reporting, Monitoring and 
Evaluation 
The Borrower shall ensure that the Program 
Executing Agency is responsible for: (a) establishing 
a Program performance monitoring system in a form 
and with a composition acceptable to ADB, (b) 
carrying out monitoring and evaluation of the 
Countercyclical Support Program, and (c) maintaining 
all relevant monitoring data to evaluate the benefits of 
the Countercyclical Support Program. Specific 
performance indicators and reporting mechanisms as 
agreed with ADB and detailed in the RRP shall be 
used to assist with monitoring and reviews.  
Within 3 months after the Countercyclical Support 
Program implementation period, the Borrower shall 

1. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
2. 
(a) 
 
 
 
 
 
 
(b) 
 
 
 
 
(c) 
 
 
 
 
 
 
 
 
 
 
3.  
 
 
 
 
 
 
 
 
 
 
4. 
 

 
Complied with  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Complied with. Quarterly 
monitoring meetings detailed 
progress as per the policy letter 
and included information on 
recent reforms.  
 
 
 
Complied with. Requests for 
extension were submitted in a 
timely manner and justifications 
for extension were explained 
clearly.  
 
Complied with. Quarterly 
coordination meetings included 
development partners.  
 
 
 
 
 
 
 
 
Complied, with annual issuance 
of a financing plan by DGDM of 
the Ministry of Finance by decree 
and quarterly monitoring 
meetings were held to 
coordinate, monitor, and 
evaluate the implementation of 
the financing plan and related 
macroeconomic developments. 
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Covenant 

Reference in 
Loan 

Agreement 

 
 

Status of Compliance 

cause the Program Executing Agency, supported by 
the relevant line ministries, to submit a program 
completion report to ADB that assesses the extent of 
progress and the impact of actions under the 
Countercyclical Support Program. 
 
Use of Counterpart Funds  
The Borrower shall ensure that the Counterpart 
Funds are used to finance the implementation of the 
Countercyclical Support Program and other activities 
consistent with its objectives.  
 
Governance and Anticorruption  
The Borrower shall: (a) comply with ADB's 
Anticorruption Policy (1998, as amended to date) and 
acknowledge that ADB reserves the right to 
investigate directly, or through its agents, any alleged 
corrupt, fraudulent, collusive or coercive practice 
relating to the Program; and (b) cooperate with any 
such investigation and extend all necessary 
assistance for satisfactory completion of such 
investigation.  

 
 
 
 
 
 
 
5. 
 
 
 
 
 
6. 
 
 
 
 
 
 
 
 

 
 
Not complied with, due to 
unclear correspondence 
between ADB and DGDM. 
 
 
 
 
Complied with. All performance 
indicators in the DMF were 
achieved.  
 
 
 
 
Complied with  
 
 
 
 
 
 
 
 

Source: Asian Development Bank. 
 


