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Development Indicators
Indonesia

Non-Millennium Development Goals

Population in million (2010) 234.2

Annual population growth rate (%) (2010) 1.2

Adult literacy rate (%) (2008) 92.2

 Male 95.4

 Female 89.1

Millennium Development Goals

Population living on less than $1.25 a day (%) (2009) 18.7

Population living below the national poverty line (%) (2011) 12.4

Under-5 mortality rate per 1,000 live births (2010) 35.0

Population using an improved drinking water source (%) (2008) 80.0

Net enrollment ratio in primary education (%) (2009) 98.4

Sources: ADB. 2011. Key Indicators for Asia and the Pacific 2011. Manila; Statistics Indonesia. 2011. BPS Strategic Data. Jakarta; 
World Bank. World Development Indicators. http://data.worldbank.org/indicator/SH.DYN.MORT
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Indonesia and ADB 

In the turbulent days that followed the Asian 
Financial Crisis of 1997–1998, Indonesia 
experienced severe economic contraction, civil 
unrest, and a major political crisis; few observers 
at the time would have predicted the country’s 
remarkable recovery and transformation. Yet 
today, Indonesia has emerged as a regional 
power, prominent in both the Group of Twenty 
(G20) and the Association of Southeast Asian 
Nations (ASEAN), and a blossoming democracy 
with a robust record of economic growth. 
The journey has not been easy; it has required 
protracted legislative reform to restructure the 
economy and establish democratic institutions, 
a rapid decentralization to establish political 
stability, and a concerted drive to address 
the pressing social needs that came in the 

wake of the crisis. In 2004, the country also 
had to deal with perhaps the worst natural 
disaster in recent history—the earthquake and 
tsunami in Aceh and Nias in which more than 
225,000 Indonesians perished.

Indonesia, with its young population and rich 
natural resources, has risen to these challenges. 
From 2005 to 2011, Indonesia’s gross domestic 
product (GDP) grew by an average of 5.8% per 
year, GDP per capita more than doubled from 
$1,258 to $3,543, and the poverty incidence 
declined from a postcrisis peak of 24% to  
12.4% in 2011. However, there is still some way 
to go, up to 52% of the population lives on 
less than $2 a day (purchasing power parity), 
and while most Millennium Development Goals 

Heavy traffic along Jalan Jenderal Gatot Subroto in Jakarta; the city’s traffic problem remains one of the worst in Southeast Asia
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(MDGs) will be achieved on time, progress is 
lagging for important targets such as maternal  
mortality, HIV and AIDS incidence,  
and environmental management.

ADB’s partnership with Indonesia is an important 
and significant one. Indonesia is a founding 
member of the Asian Development Bank (ADB) 
and since 1966 has received $27 billion in 
sovereign and nonsovereign loans (Table 1) 
making it ADB’s largest borrower. In the 
same period, Indonesia has received a total 
of $342 million in technical assistance and 
$307 million in grants. “The ‘Asian’ aspect and 
regional knowledge of ADB is an important 
part of our cooperation,” says Teni Widuryanti, 
head of Sub Directorate (Multilateral II) of the 
government’s National Development Planning 
Agency (Bappenas). “We have developed a good 
dialogue process, and ADB is a listening partner 
that we feel aims to accommodate our needs.” 

Over the decades, the focus of ADB assistance 
has responded to Indonesia’s changing 
development priorities. From an early emphasis 
on agriculture, support broadened in the 1980s 
to include energy, urban infrastructure, and 
education. Support shifted again in response to 
the Asian financial crisis to additionally focus on 
reform, decentralization, and building financial 
resilience. A summary of cumulative lending by 
sector is presented in Figure 1. 

Loan Approvals 

1969–2005 2006 2007 2008 2009 2010 2011

OCR 19,195 600 950 925 2,184 785 580

ADF 1,533 110 50 160 – – –

Total 20,728 710 1,000 1,085 2,184 785 580 

Loan Disbursements

OCR 14,140 929 1,136 948 615 965 605 

ADF 972 97 123 55 125 115 97

Total 15,113 1,026 1,259 1,003 740 1,080 702

– = not applicable, ADF = Asian Development Fund, OCR = ordinary capital resources.

Notes: 

1. Approvals and disbursements include sovereign and nonsovereign loans.

2. Since 2009, Indonesia has graduated from eligibility for loans and grants from the ADF.

3. Totals may not add up because of rounding.

Source: ADB.

Table 1 Loan Approvals and Disbursements ($ million)

Multisector

Agriculture and 
Natural Resources

Education

Energy

Finance

Health and Social Protection

Industry and Trade

Public Sector Management

Transport and ICT

Water Supply and Other Municipal 
Infrastructure and Services 

Figure 1 Sector Distribution of 
Cumulative ADB Lending  

(as of December 2011)

15%

8%

14%

15%4%
2%

18%

11%

7%

6%

ICT = information and communication technology.

Source: ADB.
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Indonesia and ADBADB’s country partnership strategy (CPS) for 
2006–2009 coincided with a critical period with 
the new democratically elected government 
embarking on a comprehensive reform program. 
Aligning strongly with the government’s 
medium-term plan, the CPS was based on two 
pillars: (i) pro-poor sustainable economic growth, 
and (ii) social development. ADB assistance under 
the CPS and the subsequent country operations 
business plan for 2009–2011 has improved 
infrastructure, particularly rural infrastructure; 
strengthened the fiscal and capacity aspects of 
decentralization; deepened the finance sector; 
accelerated MDG achievement through improved 
health, education, and sanitation services; and 
strengthened natural resource management. 

In response to the government’s preference,  
the main modality for ADB assistance in this 
period has been policy-based program loans 

delivered through the Development Policy 
Support Program (a joint initiative of the 
World Bank, ADB, and Japan) and through 
complementary programs that have supported 
sector-level reform (Figure 2). “The new 
government was addressing reforms on such 
a broad front that program loans were the 
most appropriate approach,” says Ayu Sukorini, 
director of Loans and Grants at the Ministry of 
Finance (MOF). “They have been a real catalyst 
for change, and the policy matrices have 
provided much greater transparency in  
the reform process.”

Figure 2 Summary of Policy-Based Program Lending, 2004–2011

Source: ADB. 2010. Supplementary Country Strategy and Program Final Review: Indonesia, 2006–2009. Manila.

Capital Market Development Program 
($600 million)

Core Policy Area 2
Improving Investment Climate

Infrastructure Reform Development  
Sector Program ($880 million)

Core Policy Area 1
Macroeconomic Stability  

and Creditworthiness

Sector Policy Programs

ADB lending for sector-level policy, 
institutional, and regulatory reforms

Development Policy Support Program 
($200 million per year)

Annual lending support from ADB,  
World Bank, and Japan for macroeconomic  

and cross-sector reforms

Local Government Finance and  
Governance Reform Program ($680 million)

State Audit Reform Program 
($225 million)

Core Policy Area 3
Improving Public  

Financial Management

Poverty Reduction and Millennium 
Development Goal Acceleration Program 

($400 million)

Core Policy Area 4
Improved Delivery of Public Services

COORDINATION
COFINANCING

Over the decades, the focus of 
ADB assistance has responded 
to Indonesia’s changing 
development priorities.
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ADB’s Contribution  
to Development and  
Poverty Reduction

ADB assistance to the government’s 
development and poverty reduction programs in 
the last decade has improved the lives of millions 
of people in Indonesia. In homes, ADB has 
improved water supply and sanitation for more 
than 881,000 households. In schools, education 
projects have contributed to the building or 
upgrading of over 12,000 classrooms and the 
training of nearly 144,000 teachers, providing 
5.3 million students with a better education.  
ADB assistance has also built or upgraded 

ADB has supported madrasah education in Indonesia since the mid-1990s, most recently assisting 500 madrasahs to cover 
the costs of meeting new national educational standards
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around 25,000 kilometers (km) of roads  
(mostly rural) and installed or upgraded more 
than 2,000 km of electricity transmission  
lines (Table 2). 

In addition, ADB’s country partnership has 
supported the decentralization process, 
strengthened private sector development, 
promoted environmentally sustainable resource 
use, and provided major assistance to recovery 
from natural disasters. 
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ADB’s Contribution  
to Development and  
Poverty Reduction

Table 2 Development Outputs from ADB-Supported Projects

Sector/Indicator
Outputs Achieved

2004–2011

Education  
Classrooms built or upgraded (number) 12,047

Teachers trained (number) 143,893

Students benefiting (number) 5,280,506 

Energy
Installed energy generation capacity (megawatt equivalent) 229

Transmission lines installed or upgraded (km) 2,092

New households connected to electricity (number) 1,408

Greenhouse gas emissions reduction (tCO2-equivalent/year) 300,000

Finance
Microfinance accounts opened/end-borrowers reached (number) 13,164 

Microfinance loans provided (amount in $ million) 154

Transport
Expressways built or upgraded (km) 106

National highways and provincial, district, and rural roads built or upgraded (km) 24,871 

Water
Water supply pipes installed or upgraded/length of network (km) 4,783

New households served with water supply (number) 823,735

Wastewater treatment capacity added (cubic meter per day) 43,200

Households served with new sanitation (number) 57,820 

Land improved through irrigation services, drainage, and flood management (hectare) 394,753 

km = kilometer, tCO2-equivalent/year = tons of carbon dioxide equivalent per year.

Notes: 

1. Outputs are based on project completion reports issued in 2004 to 2011.

2. Excludes probable outputs of ADB budget support through program loans, as these are not easily identified or attributed.

Source: ADB staff estimates.

Decentralization: 
Indonesia’s  
“Big Bang”
Indonesia’s impressive development in the last 
10 years has taken place in the context of rapid 
and radical decentralization, often referred to as 
the “Big Bang.” In just a few years, the country 
went from being one of the most centralized 
to one of the most decentralized countries 
devolving more than 40% of government 
spending to provincial and local governments. 

“Many scholars did not expect that we could 
achieve such a rapid decentralization process,” 
remarks Heru Subiyantoro, secretary in the 
Directorate General of Fiscal Balance at the 

MOF, “and now our challenge is to more 
closely link this democratic process to stronger 
economic growth.” 

Since the Big Bang in 2001, ADB has invested 
substantially in improving public financial 
management and realizing fiscal decentralization 
(Figure 3). ADB has provided three loans totaling 
$722 million, of which $72 million came 
from the Asian Development Fund (ADF), and 
16 grants amounting to $19 million including 

Indonesia’s impressive 
development in the last  
10 years has taken place in  
the context of rapid and radical 
decentralization, often referred  
to as the “Big Bang.”
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cofinancing from Japan, the Netherlands,  
and the United Kingdom. 

ADB’s leading initiative, the Local Government 
Finance and Governance Reform Program  
(two loans totaling $680 million, approved 
in 2005 and 2008), has provided sustained 
support to central and regional government 
agencies. As a result, MOF leadership in the 
development of fiscal and governance aspects 
of decentralization has been established and 
strengthened and there is now a much more 
consistent legal and regulatory framework.  
A computerized financial management 
information system for planning,  
budgeting, and auditing is now operating  
in more than 150 regional governments,  
and over 9,000 finance and management 
officials have improved skills for public  
financial management. 

ADB

World Bank

USAID

DSF

AusAID GIZ

CIDA

Figure 3 Development Partner Support
to Fiscal Decentralization, 2005–2010 

52%

7%

5%

2%
2%

1%

31%

ADB = Asian Development Bank, AusAID = Australian Agency 
for International Development, CIDA = Canadian International 
Development Agency, DSF = Decentralization Support Facility, 
GIZ = German Agency for International Cooperation,  
USAID = United States Agency for International Development.

Sources: ADB, GIZ, and USAID.

“The latest breakthrough has been the revision of 
Law 28, which devolves the collection of property 
tax to the provincial governments, providing 
them with more fiscal autonomy,” explains 
Professor Subiyantoro, “and ADB assistance 
was particularly helpful in working out how we 
could achieve this.” ADB support was provided 
through the technical assistance project, Strategy 
and Roadmap for Devolving the Property Tax in 
Indonesia ($700,000, approved in 2007). 

In a complementary initiative, the innovative 
Sustainable Capacity Building for Decentralization 
Project (SCBD) provided direct support to 
improving governance and services at the local 
level. The project, which ran from 2003 to 2011, 
included 47 regional governments and was 
funded by a $42 million ADF loan and $9 million 
grant from the Government of the Netherlands. 

“The project inspired us to see how improved 
service provision could be achieved and the 
importance of customer orientation in our 
services,” commented Intriati Yudatiningsih, 
head of the Planning Department in the District 
of Sleman, Yogyakarta.

Improved service delivery is clearly evident in 
the one-stop business licensing center across 
the street from the planning office. The center 
processes more than 70 different types of 
licenses from performing arts to a doctors 
license. As Wisnu Murti, a customer at the 
license center, points out, “Now getting my 
doctors license is punctual and timely. When you 
apply, you are informed of the date that your 
license will be ready and it usually only takes a 
few days; before, there was an unpredictable 
and often long wait.” The Planning Department 
also feels that this system is more transparent 
and has significantly reduced opportunities for 
corruption and malpractice in obtaining licenses. 

“For us, the important value of SCBD was  
in improving governance and services—not  
just receiving training,” says Ms. Intriati.  
“The establishment of regular customer  
surveys, a poverty database for targeting our 
services, and a task force for performance-
based governance have led to several of our 
planning units achieving ISO 9000 on Quality 
Management Systems.”



7

ADB’s Contribution  
to Development and  
Poverty Reduction

Environmental 
Sustainability: 
Managing 
Resources for 
Inclusive Growth
“I never realized that our fishing practices in  
the past were damaging the environment and 
our livelihood,” says Mohamad Nur, a member 
of Usaha Jaya, a fisherfolk group on the remote 
Mubud Island in Riau Province. “Working with 
the Coral Reef Rehabilitation and Management 
Project (COREMAP), we have learned how the 
explosives and cyanide were damaging the coral 
reef, which is a nursery ground for the fish, 
shrimps, and crabs we depend on. Thank God we 
gave up these practices before it was too late!”

With support from this $33 million ADB project 
approved in 2002, the Usaha Jaya group has 
established a protected area on part of the 
reef to prevent exploitation and damage. “The 
protected area is our ‘fish bank’; if we do not 
protect it now, it will not provide us fish in the 
future,” says Dul Sarip, chair of Usaha Jaya. 
Now the group voluntarily patrols the protected 
area and regularly monitors the condition of the 
coral reef.

Environmentally sustainable 
growth is a strategic priority for 
ADB and has been a consistent 
feature of its assistance to 
Indonesia covering environmental 
management, agricultural 
resource management, 
watershed management, and 
clean energy and development.

A customer receives assistance with his application at the new one-stop business licensing center in Sleman, Yogyakarta
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The work of the COREMAP and community 
groups like Usaha Jaya demonstrates that 
effectively managed natural resources can lead 
to inclusive growth. However, countrywide 
there is a long way to go; deforestation and 
unsustainable use of marine and agricultural 
resources continue to destroy habitats, degrade 
watersheds, and accelerate erosion in Indonesia. 
Deforestation and land use change are major 
contributors to Indonesia’s greenhouse gas 
emissions which are among the highest in the 
world, and climate change is expected to have a 
growing negative impact on the productivity of 
agriculture and fisheries, putting the income of 
already poor rural communities at greater risk. 

Environmentally sustainable growth is a strategic 
priority for ADB and has been a consistent 
feature of its assistance to Indonesia covering 
environmental management, agricultural 
resource management, watershed management, 
and clean energy and development. Since 

2001, ADB has completed or approved 25 loans 
totaling $1.2 billion ($361 million from the ADF) 
and plans to invest a further $620 million in the 
coming CPS (Table 3). In addition, 18 technical 
assistance grants ($29 million) have been 
provided, including significant cofinancing from 
the Global Environment Facility, Japan, and  
the Netherlands. 

Some of the active ADB projects demonstrate 
the progress being made. COREMAP, which 
aims to improve reef management and raise 
incomes for 10,000 households, has already 
increased coral reef coverage by 4% and this 
has resulted in higher incomes in five out of 
its six districts. The Participatory Irrigation 
Sector Project ($88 million, approved in 2003), 
covering more than 1 million households in six 
provinces, has empowered over 5,000 water 
users’ associations to improve irrigation systems, 
raising rice yields by more than 50%. In the field 
of clean energy, ADB’s leading Renewable Energy 

Steam billows from the 20-megawatt Lahendong Geothermal Plant in Manado constructed with support from ADB

A
rie

l J
av

el
la

na



9

ADB’s Contribution  
to Development and  
Poverty Reduction

Program ($161 million, approved in 2002) has 
built one geothermal power station and three 
mini hydropower plants serving more than 
68,000 beneficiaries, and there are plans to  
build more.

Meanwhile, back on Mubud Island, Usaha Jaya 
faces a new problem: the cargo ships that load 
and unload bauxite create extensive pollution.  
“It breaks our hearts to see the damage left by the 
cargo ships day after day, knowing that nothing 
has been done to stop them,” says Dul Sarip. 
“Now with support from the project, the group 
is actively lobbying the local government, and we 
hope that action will soon be taken to reduce this 
new threat to their livelihoods,” he adds. 

Environmental 
Management and 

Conservation

Water Resources 
and River Basin 
Managementa

Agricultural 
Resource 

Management Clean Energy

Investments, 2001–2011b  
($ million and no. of loans) 213 (7) 307 (7) 520 (10) 161 (1)

Indicative investments, 2012–2014  
($ million and no. of loans) 50 (1) 340 (3) – 230 (2)

– = not applicable.
a Includes agricultural irrigation projects. 
b Includes loan projects completed or approved in 2001–2011. 

Source: ADB.

Table 3 ADB Investments for Environmentally Sustainable Growth

Private Sector 
Development  
and Private  
Sector Operations: 
Building Financial 
Resilience
The private sector plays a central role in the 
Indonesian economy contributing to about  
60% of GDP and 70% of employment. 
While formal business is dominated by large 
conglomerates, state-owned enterprises, and 
foreign investors, the private sector is more 
typically characterized by a large number 
of small and medium-sized enterprises, the 
majority of which operate informally. Although 
the private sector has bounced back from the 
Asian financial crisis, the sector is not reaching 
its full potential, and investment levels are low 
compared to those of faster-growing economies 
in the region, such as the People’s Republic of 
China (PRC) and India. 

As ADB’s Indonesia Resident Mission Country 
Director Jon Lindborg notes, “ADB’s future 
investments in Indonesia will need to be 
increasingly focused on helping this middle-
income G20 member country ‘crowd in’ private 
sector investment, particularly in infrastructure, 
through public–private partnerships.” 

Since 2006, ADB has been a 
leading government partner 
in promoting private sector 
investment and public–
private partnerships (PPPs) 
in infrastructure through its 
Infrastructure Reform Sector 
Development Program. As a 
result of this program, as well 
as the substantial assistance 
of other development partners, 
the mechanisms and legislation 
facilitating private sector 
engagement in infrastructure 
projects have become a reality.
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Since 2006, ADB has been a leading 
government partner in promoting such 
private sector investment and public–private 
partnerships (PPPs) in infrastructure through 
its Infrastructure Reform Sector Development 
Program (IRSDP). To date, IRSDP has comprised 
three subprogram loans and one project loan 
(approved from 2006 to 2010) amounting 
to $907 million ($26.5 million from the 
ADF), a $2 million technical assistance, and 
a $7.5 million grant from the Netherlands. 
As a result of this program, as well as the 
substantial assistance of other development 
partners such as the World Bank, International 
Finance Corporation (IFC), Japan International 
Cooperation Agency, Deutsche Investitions- 
und Entwicklungsgesellschaft mbH (DEG), 
and Australian Agency for International 
Development, the mechanisms and legislation 
facilitating private sector engagement in 
infrastructure projects have become a reality 
and a pipeline of PPP projects is currently being 
developed. IRSDP also established a project 
development facility that is providing advisory 

services and funding for the preparation of  
PPP projects. 

Further, ADB support to infrastructure 
development in Indonesia has resulted in the 
recent launching of the Indonesia Infrastructure 
Financing Facility (IIFF), a specialized lending 
institution that can mobilize equity and long-term 
debt financing for private sector infrastructure 
projects. ADB is among the founding shareholders 
in IIFF, along with IFC, DEG, and the government, 
as well as a lender to IIFF in conjunction with the 
World Bank (Figure 4). 

ADB private sector operations have also provided 
direct assistance to private sector activities in 
Indonesia. The largest of such interventions was 
a $350 million loan for the Tangguh Liquefied 
Natural Gas (LNG) Project in West Papua, which 
supplies LNG to export markets in the PRC, Japan, 
the Republic of Korea, and the United States. 
A $50 million loan to PT Pam Lyonnaise Jaya 
supported the expansion of water connections 
and improved water services in West Jakarta 

Shops brimming with all sorts of cheap goods are the main attraction at Mangga Dua Pasar Pagi, one of Jakarta’s leading 
wholesale trading centers
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ADB’s Contribution  
to Development and  
Poverty Reduction

ADB = Asian Development Bank, DEG = Deutsche Investitions- und Entwicklungsgesellschaft mbH, IDB = Islamic Development Bank,  
IFC = International Finance Corporation. 

Source: National Development Planning Agency (BAPPENAS).

Figure 4 Indonesia Infrastructure Finance Facility –  
Structure and Development Partner Contributions

Public fund (capital market)
Equity: IDB, DEG, etc.

ADB Loan $100 million
World Bank Loan $100 million

Indonesia Infrastructure Finance Facility

PT Sarana Multi Infrastruktur
(Wholly owned by the  

Government of Indonesia)

Government of Indonesia

Ministry of Finance

INFRASTRUCTURE PROJECTS

Government of Indonesia 
Equity Rp1 trillion 

ADB Loan $40 million
IFC Loan $40 million
PT Sarana Multi  
Infrastruktur
Rp0.6 trillion 

for more than 2.8 million people. ADB has 
additionally sought to support finance sector 
development in Indonesia. For example, a loan 
to Bank Mandiri assisted the bank in improving 
its funding structure and expanding its long-term 
dollar portfolio. 

In a more recent development, ADB’s Trade 
Finance Program (TFP), which fills market gaps 
in trade finance by providing guarantees and 
loans in support of trade, has been active in 
the country. In 2011, the TFP has supported 
$850 million in trade through nine participating 
banks with 61 transactions in Indonesia, which 
has helped to mobilize private sector capital/
involvement. Of the $850 million, approximately 
62% was cofinanced by the private sector.

ADB private sector operations 
have also provided direct 
assistance to private sector 
activities in Indonesia. The 
largest of such interventions was 
the Tangguh Liquefied Natural 
Gas Project in West Papua.  
A loan to PT Pam Lyonnaise 
Jaya supported the expansion 
of water connections and 
improved water services in West 
Jakarta. ADB has additionally 
sought to support finance sector 
development in Indonesia.



Development Effectiveness Brief:  
Indonesia

12

Education: 
Learning for Life
“I came here because my chances for 
employment later will be high,” explains 16-year-
old Heri enthusiastically. He is studying Industrial 
Chemistry at SMK 2 school in Depok, Yogyakarta, 
a progressive vocational high school that is 
working with ADB’s Vocational Educational 
Strengthening Project (INVEST), which aims to 
improve employment opportunities for students 
like Heri. “The school is trusted by employers  
and has close links with many of them;  
in 5 years’ time, I hope to be working in the 
mining industry,” he says. 

Indonesia’s education system is the fourth 
largest in the world with more than 50 million 

ADB = Asian Development Bank, AusAID = Australian Agency for 
International Development, GIZ = German Agency for International 
Cooperation, JICA = Japan International Cooperation Agency, 
NZAID = New Zealand Aid Programme, USAID = United States 
Agency for International Development.

Source: Indonesia Education Sector Working Group 2009.

NZAID

The Netherlands

ADB

AusAID

USAID

JICA

World Bank

GIZ

European Union

Figure 5 Development Partner Support
to Education, 2005–2009 

31%

20%9%

3%

6%

2%
1%

10%

18%

students and 2.6 million teachers, so managing 
education is a massive task. The country has a 
strong commitment to education enshrined in 
the Constitution; and since 2001, government 
spending on the sector has more than doubled. 
The country is now well on track to meet the 
MDG for universal primary education; but at 
higher levels, education quality continues to  
lag behind neighboring countries and is one of 
the critical constraints to achieving  
inclusive growth.

ADB has been an important partner in the 
development of education in Indonesia 
(Figure 5). Since 2001, ADB has completed 
or approved 12 loans of almost $1.1 billion 
($230 million from the ADF) and provided 
10 grants amounting to $16 million supported 
by cofinancing from Australia, the European 
Union, Japan, and the Netherlands.

Students of SMK 2 Depok receive practical training in  
vehicle mechanics; these programs are provided in close  
collaboration with major employers such as Toyota
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ADB’s Contribution  
to Development and  
Poverty Reduction

The Decentralized Basic Education Project 
($100 million, approved in 2001 and completed 
in 2009) strengthened community involvement 
in school management, including greater 
participation of women to improve net 
enrollment rates and student learning, and 
reached more than 1.5 million elementary 
and junior students. In higher education, 
the Technological and Professional Skills 
Development Sector Project ($180 million, 
approved in 2000 and completed in 2007) 
helped almost 20,000 students from low-income 
families to graduate and improved the quality 
and accreditation of 170 study programs across 
74 institutions of higher education.

More recent support, such as the INVEST project 
($80 million, approved in 2008), has focused  
on the critical area of vocational training.  
A rather unusual INVEST project partner is the 
historic regency of Bantul, Yogyakarta; the SMK 
Negeri 2 Kasihan, better known just as the 
“Music School,” was established 60 years ago  
in the Palace of the Sultan of Yogyakarta.  

“The distinctive feature of our school is that we 
train students to become orchestral musicians,” 
says Principal Samsuri Nugroho. “Our alumni 
can be found working throughout the music 
industry, and most of the famous Twilite 
Orchestra in Jakarta graduated from this school.”

The INVEST project has already had a significant 
impact on students and teachers at the 
school. A partnership with the Royal School 
of Music in London has led to international 
accreditation of teachers, improved teaching 
skills, and new approaches to learning. “In the 
last 3 years, our national scores for music skills 
have constantly increased with the top score of 
9.75 in 2011,” says Turino, the INVEST project 
coordinator. “The school is also now working 
with 40 organizations in the music industry 
to improve employment and performance 
opportunities for our graduates.”

In perhaps a more surprising development, 
INVEST has helped step up the practical teaching 
of entrepreneurial skills. “I really didn’t expect 
to be doing business studies when I came to 
the music school,” says 17-year-old piano major 
Anggita Kusumarani as she sits sipping tea in 
the school café that is run by students as part of 
the entrepreneurship training. “But I now realize 
that it will be very useful to help me face the ups 
and downs of the music business. I would like to 
be a freelance musician or music teacher when 
I graduate, and I can see that these skills will be 
important in running my own business.” 

Indonesia’s education system  
is the fourth largest in the 
world. ADB has been an 
important partner in the 
development of education in 
Indonesia. Since 2001, ADB has 
completed or approved 12 loans 
of almost $1.1 billion and 
provided 10 grants amounting 
to $16 million supported by 
cofinancing from Australia,  
the European Union, Japan,  
and the Netherlands.

Orchestra practice at SMK Negeri 2 Kasihan—the Music School
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Transport: Bridging 
the Gap
“Eight years ago, this ferry would be waiting for 
the cars; now the cars and trucks are waiting 
for the ferry,” remarks truck driver Abu as he 
edges his vehicle onto a tightly packed barge 
connecting the West Kalimantan Highway across 
the Kapuas River in Tayan District. His comment 
encapsulates the dilemma for transport all over 
Indonesia, a country where rapidly growing 
traffic volumes are racing ahead of investment  
in transport infrastructure. 

A backlog of investment that built up as a result 
of the Asian financial crisis has now become 
a major constraint to development leaving 
the less-developed eastern islands with poor 
connectivity and increasingly serious congestion 
in the more developed cities and highways of 
the west. Solving this is not easy. Inadequate 
legislation and weak governance of the state-
owned enterprises that dominate the  
transport sector have led to inefficient use of 

funds and restricted much-needed  
private sector investment.

ADB has approved or completed nearly 
$1.3 billion in assistance to the transport 
sector in the last 10 years, including major 
contributions to road improvement and 
related capacity development (Figure 6). Roads 
investments have included five loans totaling 
$851 million and five technical assistance 
grants of $3 million. The Road Rehabilitation 
projects I and II improved 1,258 kilometers 
(km) of national highway, replaced 81 bridges, 
and provided periodic maintenance for a 
further 3,034 km of national roads in Sumatra, 
Java, and Kalimantan. Recently completed 
rural infrastructure projects have also built or 
rehabilitated more than 7,000 km of rural roads 
across 13 provinces. 

Apart from improving road assets, ADB has 
been strongly engaged in addressing the 
weak legislation and governance in the sector; 
in particular, the IRSDP has helped increase 
the potential for competition and greater 
private sector participation (see Private Sector 

An elevated highway traverses picturesque rice terraces in Padalarang, West Java; main roads in major Indonesian islands 
are generally of good quality
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ADBAusAIDWorld Bank

Figure 6 Development Partner Support
to Road Infrastructure, 2001–2011
(Completed and Approved Projects) 

51%

10%

39%

ADB = Asian Development Bank, AusAID = Australian Agency  
for International Development.

Source: ADB.

Development). In support of a recent landmark 
development, the ADB technical assistance 
project Enhancing the Legal and Administrative 
Framework for Land (approved in 2007 for 
$600,000) has provided background studies 
for preparation of the new Land Law. This 
law, approved in 2011, provides a fairer and 
more transparent process for the public sector 
purchase of land for infrastructure-related 
projects, thus removing one of the major barriers 
for increased investment in infrastructure from 
roads to ports to water supply networks. 

For a group of truck drivers sipping coffee in a 
roadside café on the West Kalimantan Highway, 
the benefit of investment in better roads is not 
in doubt. “Before, the highway was nothing 
more than a trail,” says Sinaga, one of the truck 
drivers. “It could take 5 days to get from Tayan 
into Central Kalimantan; now you can do it in 
5 hours!” Nuri, another truck driver, agrees. 
“It’s a good road and fuel saving has been 
considerable, the cost of transporting rubber 
and other goods has more than halved, and the 
price of food is much lower as many traders are 
coming here now.” 

The improved West Kalimantan Highway winds through the hills toward Central Kalimantan
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Rehabilitation of the highway has also benefited 
Atin, the owner of the café. “I moved to the 
roadside from a nearby village when the road 
was built,” she says. Most of my business comes 
from passing trade on the road and profits have 
been steadily increasing; now I am able to send 
my children to a good school, and I have also 
used some of my profits to buy rubber trees for 
my small piece of land.” 

Rural 
Infrastructure: 
Empowering 
Communities

From Bandar Lampung, the capital city of 
Lampung Province, to the village of Banding 
Agung is a rather jarring 3-hour drive along roads 
that deteriorate the farther you get from the 
provincial capital. “We are really quite isolated 
here and our infrastructure is very poor,” says 
Sarnubi, the village head. “Through the ADB/
PNPM Mandiri project, our communities have 
come together and planned and built roads, water 
supply systems, and sanitation facilities that have 
really improved our welfare.” ADB’s Infrastructure 
Support to PNPM Mandiri (National Program for 
Community Empowerment) Project comprised a 
$50 million ADF loan and was approved in 2008 
and completed in 2011 (Table 4). 

The ADB technical assistance 
project Enhancing the Legal  
and Administrative Framework 
for Land has provided 
background studies for 
preparation of the new Land 
Law. This law provides a  
fairer and more transparent 
process for the public 
sector purchase of land for 
infrastructure-related projects.

Atin has owned a small café and shop near Gerai on the West Kalimantan Highway since 2008 and has seen her business 
continue to grow
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Community and 
Local Government 

Support Sector 
Development 

Project 
(1999–2006)

Community 
Empowerment for 

Rural Development 
Project 

(2000–2007)

Rural Infrastructure 
Support Project 

(2006–2009)

Rural Infrastructure 
Support to PNPM 
Mandiri Project 
(2008–2011)

Loan size, year of  
 approval/closing

$120 million 
1999/2006

$115 million 
2000/2007

$50 million 
2006/2009

$50 million 
2008/2011

Total beneficiaries 32,000,000 797,000 2,100,000 2,000,000

Roads 13,448 (projects) 1,547 km 3,849 km 1,860 km

Bridge projects (no.) 1,709 126 349 5,483

Irrigation projects (no.) 1,980
506  

(non-road projects)

365 1,273

Water supply projects (no.) 1,108 1,250 430

Sanitation projects (no.) 113 342 1,820

km = kilometer, PNPM = Program Nasional Pemberdayaan Masyarakat.

Source: ADB project completion reports. 

Table 4  Summary of Investment and Selected Outcomes  
for Four Rural Infrastructure Projects 

ADB = Asian Development Bank, AusAID = Australian Agency  
for International Development, GIZ = German Agency for  
International Cooperation, JICA = Japan International  
Cooperation Agency.

Sources: ADB, AusAID, and World Bank. 

ADB

AusAIDWorld Bank

Figure 7 Development Partner Support
to Rural Infrastructure, 2001–2011
(Completed and Approved Projects) 

JICA

GIZ

63%

14%

1%
1%

22%

ADB

AusAIDWorld Bank

Figure 7 Development Partner Support
to Rural Infrastructure, 2001–2011
(Completed and Approved Projects) 
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Despite recent progress in Indonesia, poverty 
remains a problem for an estimated 29 million 
people, many of whom live in rural areas like 
Banding Agung. Their poverty stems from lack 
of access to basic services, absence of economic 
opportunities, limited access to capital, and poor 
rural connectivity and infrastructure. Surprisingly, 
nearly half of rural villages in Indonesia are still 
not connected by asphalt road, and only about 
half of the national population has access to 
improved sanitation. 

The government’s substantial response to 
this situation is the PNPM Mandiri, a flagship 
initiative which recognizes that community 
empowerment and improved infrastructure  
can be key drivers in poverty reduction.  
Under the program, communities identify,  
plan, and implement their own projects,  
which are funded with grants monitored  
and facilitated by local government. Since  
its inception in 2007, the government has  
spent almost Rp41 trillion ($4.6 billion) on 
community grants for 6,622 subdistricts in 
33 provinces of Indonesia. 

ADB has strongly aligned with the 
government’s approach and provided 
considerable investment in this sector 
(Figure 7). In the last 10 years, eight loans 
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Women from the hamlet of Bukitsulah gather to discuss the benefits of water and sanitation facilities developed under the 
PNPM Mandiri project
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A new network of tanks means that the villagers of Bukitsulah no longer have to carry water from the spring 1.6 kilometers 
away; now water is piped into every household 
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for community-driven rural infrastructure 
projects have been completed or approved 
amounting to $484 million ($181 from the 
ADF) with recent significant cofinancing 
from Canada, the Netherlands, and the 
United Kingdom. An early innovative ADB 
project, Community Empowerment for Rural 
Development, was notably influential in the 
design of PNPM Mandiri and commended for 
its beneficial impact on rural women. These 
projects have improved access to markets and 
services through better roads, improved health 
through better water supply and sanitation, 
and boosted incomes for more than 16,000 
communities across Indonesia (Table 4). 

Further on from Banding Agung is the hamlet 
of Bukitsulah; it takes half an hour by motorbike 
along a barely passable and steep hill track, 
to where 250 households are perched on the 
edge of the forest. With ADB assistance, the 
community has installed two communal toilets 
and built a water system providing piped water 
to every household. “Now everyone has water, 
and we don’t have to carry it from the river 
or the spring anymore,” explains Wartina, a 
member of the local women’s group. “We have 
more time for other activities, and we can wash 
the children inside the house before they go  
to school.” 

Women’s participation in these programs 
has been particularly strong as community 
facilitators, as village group members, and as 
employees in the implementation of projects. 
“The next project? We need a road,” comes 
Wartina’s quick reply. “It takes the children one 
and a half hours to get to school and they run!  
It takes us even longer; it really is too far.” 

The ADB/PNPM Mandiri project has also 
improved local governance, according to  
Sri Nugraeni, director of Infrastructure Projects 
in the local district council. “From the beginning, 
we implemented a ‘Good and Clean Governance 
Campaign’ to ensure that communities were fully 
informed, that there was no corruption on the 
financial side, and that work quality was up to 
standard. It has really benefited our department, 
relationships with communities have improved, 
and we are much better informed on local needs 
and problems.” 

Disaster Response: 
Rebuilding 
Livelihoods
Just like the larger mosque in the city center of 
Banda Aceh, the Baiturrahim Mosque in Ulee 
Lheue survived the onslaught of the tsunami and 
was the only building left standing in this historic 
port area. Today, looking out from the mosque, 
it is difficult to imagine the devastation of that 
event: a broad new two-lane road sweeps up 
from the city center, across the rebuilt Ulee Lheue 
bridge, and then stretches along an impressive 
causeway toward the new ferry port. 

In one of the major subprojects of ADB’s 
Earthquake and Tsunami Emergency Support 
Project (ETESP), infrastructure in the port area 
of Ulee Lheue has been restored. The project 
reconstructed the main road from Banda Aceh to 
Ulee Lheue, the link road to the main west coast 
route at Simpang Rima, and the island road to 
the ferry port.

“Now there’s much more economic development 
here,” says Dedi Fahrian, head of Infrastructure 
Department in the Nanggroe Aceh Darussalam 
provincial government, indicating the many 
restaurants and shops along the roadside. 
“Before, it was an area just for fisherfolk and 
fish farmers; now there is tourism and recreation 
as well. Many come in the evenings to watch 
the sunset, and the area is increasingly used for 
cultural events such as the Aceh Fest last year.” 

In one of the major subprojects 
of ADB’s Earthquake and 
Tsunami Emergency Support 
Project (ETESP), infrastructure 
in the port area of Ulee Lheue 
has been restored. The project 
reconstructed the main road from 
Banda Aceh to Ulee Lheue, the 
link road to the main west coast 
route at Simpang Rima, and the 
island road to the ferry port.
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The earthquake and tsunami in Indonesia 
in 2004 engendered an unprecedented 
international aid response reaching $7.2 billion, 
and the government itself quadrupled spending 
on disasters in the following years. ADB support 
to the government’s reconstruction and recovery 
program was prompt and significant, including 
a grant of $291 million to the ETESP (approved 
in 2005 and completed in 2010); supplementary 
cofinancing grants of $28 million from Canada, 
the Netherlands, and the United Kingdom;  

a contribution of $10 million to the Multi- 
Donor Fund; and reprogrammed loans of up  
to $33 million. 

The ETESP was a comprehensive initiative 
encompassing community infrastructure, 
physical infrastructure, livelihoods restoration, 
and social sector support, as well as fiduciary 
governance to ensure sound oversight of the use 
of funds (Figure 8). The main components have 
contributed to enhanced agricultural growth  
(4% since 2006), the reduction of poverty 
incidence in Aceh (by nearly 5% since 2004), 
and a decline in unemployment to pre-tsunami 
levels. Selected achievements of the project are 
highlighted in Table 5. 

A successful example of employment and 
livelihoods restoration can be found just off the 
new Simpang Rima link road in the village of 
Lamjabat. Here, lives have changed for a group 
of soft-shell crab farmers led by Herlenmunsyah. 
“The ADB project has helped us get capital to 

The ETESP was a comprehensive 
initiative encompassing 
community infrastructure, 
physical infrastructure, livelihoods 
restoration, and social sector 
support, as well as fiduciary 
governance to ensure sound 
oversight of the use of funds.

The new link road and bridge from Ulee Lheue to the communities of Meuraksa and Lamteh; the previous road was  
completely destroyed by the earthquake and tsunami 
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Source: ADB.

Figure 8 ADB Assistance Provided 
through the Earthquake and 

Tsunami Emergency Support Project 

Physical Infrastructure; 19%
$63.0 million

Health and 
Education; 9%
$29.0 million

Livelihood Restoration; 23%
$76.0 millionFiduciary Governance; 3%

$10.5 million

Community Infrastructure; 47%
$155.5 million

•	 23,000	hectares	of	farmland	cleared	and	farming	activities	restored	

•	 23,700	fisherfolk,	fish	farmers,	and	traders	assisted	in	resuming	their	livelihoods

•	 6,000	micro-	and	small	enterprises	provided	grants	for	restoring	their	businesses; 5,000 women provided with loans

•	 Basic	skills	of 400 nurses and 90 doctors enhanced

•	 More	than	350	secondary	schools	supported	with	equipment,	learning	materials,	and	improved	teaching

•	 Water	supply	and	sanitation	plans	developed	and	implemented	for	244	communities

•	 Rehabilitated	irrigation	systems	covering	45,000	hectares,	including	nearly	500	direct	community	contracts

•	 6,000	houses	constructed	and	1,400	houses	rehabilitated

•	 72	kilometers	of	road	that	improved	road	transportation	over	450	kilometers	along	the	east	coast	of	Aceh

•	 Special	treasury	offices established that won awards for being the most efficient and transparent government offices  
in Indonesia

Source: ADB. 2011. Project Completion Report Earthquake and Tsunami Emergency Support Project. Manila.

Table 5  Selected Achievements of the Earthquake and Tsunami Emergency  
Support Project, 2005–2011

restart the business and arranged training for 
me in Sulawesi on improved technologies for 
crab production,” he says. The group was first 
supported under the livelihoods component 
of the ETESP and later by a follow-on project, 
Sustainable Livelihood Development for 
Coastal Communities in the Special Province of 
Nanggroe Aceh Darussalam, approved in 2011 
and funded by the Japan Fund for  
Poverty Reduction. 

The main components of the 
ETESP have contributed to 
enhanced agricultural growth 
(4% since 2006), the reduction 
of poverty incidence in Aceh 
(by nearly 5% since 2004), 
and a decline in unemployment 
to pre-tsunami levels. 
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“Now, we have doubled our production 
for each 3-week cycle and profits can reach 
Rp6 million,” explains Herlenmunsyah.  
He says that it is not only the fish farming 

group that benefits; members of the  
whole community are shareholders in this 
enterprise so every household is benefiting  
from the success. 

Harvesting soft-shell crabs in Lamjabat Village just outside Banda Aceh; they are marketed to local restaurants and exported 
through a national wholesaler
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Learning from  
the Past
According to a recent review, ADB’s CPS for 
2006–2009 was relevant to Indonesia’s needs, 
closely aligned with the government’s priorities, 
demand-driven, made important contributions to 
private-sector-led growth, and improved service 
delivery. The review highlighted three important 
lessons from implementation. First, institutional 
and policy reforms can take a long time so the 
time frames and outcome targets need to be 
realistic. Second, ADB assistance needs to be 
more focused and selective to achieve better 
results. Third, ADB should continue to be alert 
and responsive to the government’s evolving 
demand for borrowing. 

ADB’s leading role in supporting fiscal 
decentralization has also yielded vital lessons. 
A recent evaluation, The Special Evaluation 
Study on ADB Support for Decentralization in 
Indonesia 2010, while recognizing the risks and 
difficulties of providing assistance in periods of 
rapid transition, recommended ADB to maintain 
its focus on this sector. The report suggested 
building capacity on decentralization within 
ADB’s Indonesia Resident Mission, making 
sure analysis and dialogue are adequately 
funded and improving coordination with 
development partners. ADB has continued to 
consolidate assistance through implementation 
of the Second Local Government Finance 
and Governance Reform Program and policy 
dialogue has intensified. Capacities within the 
resident mission have risen considerably, and 
strong coordination with development partners 
continues through the fiscal decentralization 
working group. 

Perhaps some of the most important lessons 
from recent ADB assistance emerged from 
ADB’s response to the 2004 earthquake and 
tsunami disaster. The ETESP included a major 
house building and rehabilitation program of 
$72.5 million (nearly 25% of the total ETESP 
grant). Initial ambitious targets had to be 
substantially reduced to accommodate dramatic 
increases in the cost of construction materials 
(up to 250%), the additional costs of erecting 
earthquake-proof dwellings, and the significant 
problems in land acquisition. It also became 
clear early on that initial capacity limitations of 
the executing agency and ADB’s own lengthy 
procurement processes would soon lead to 
unacceptable delays. As a result, ADB adopted 
an innovative off-budget modality in which four 
experienced nongovernment organizations were 
engaged as implementing agencies on behalf of 
the executing agency, thus allowing considerable 
acceleration of the program. 

The ETESP also yielded more strategic lessons for 
ADB. First, to avoid being drawn into emergency 
relief activities for which other agencies are 

Operational Effectiveness: 
Improving Efficiency  

and Performance

A recent review of ADB’s CPS 
for 2006–2009 highlighted 
three important lessons from 
implementation: institutional and 
policy reforms can take a long 
time; ADB assistance needs to 
be more focused and selective; 
and ADB should continue to 
be alert and responsive to the 
government’s evolving demand 
for borrowing.
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As part of the reconstruction effort after the earthquake, ADB rehabilitated traditional houses in Nias 
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better qualified. Second, to keep resource 
allocation options open from the beginning and 
maintain this flexibility during implementation. 
Third, to plan disaster assistance projects in a 
longer time frame to allow for the cautious, 
process-oriented stance needed. The experience 
additionally highlighted the need for more  
ex ante investments to strengthen Indonesia’s 
resilience to natural disasters through disaster 
risk reduction and appropriate disaster risk 
financing mechanisms.

Capacities within ADB’s 
Indonesia Resident Mission 
on decentralization have risen 
considerably, and strong 
coordination with development 
partners continues through  
the fiscal decentralization 
working group.
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Operational Effectiveness: 
Improving Efficiency  
and Performance

Figure 9 Action Plan for Improved Portfolio Management

Source: ADB.

Implement project readiness criteria  
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Policy and advocacy  

Capacity building

Partial loan cancellation 
Reallocation of loan proceeds  

Increasing human resources  
and internal coordination
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FINANCIAL MANAGEMENT

PROJECT MANAGEMENT

PROCUREMENT

Improving Portfolio 
Performance
The environment for development assistance 
was particularly challenging in the years 
following the financial crisis and the Big Bang of 
decentralization, yet the portfolio performance 
in Indonesia compares favorably with other ADB 
developing member countries. More than 72% 
of sovereign operations and 76% of technical 
assistance projects completed during 2008–2011 
were rated successful. 

Use of ADB resources during implementation 
of the CPS for 2006–2009 was efficient with 
disbursement ratios in the range of 40%–50%, 
well above the ADB-wide average of 25%–31%. 
This efficiency was bolstered by the high 
proportion of quick-disbursing program loans 
but also by a restructuring of the portfolio, 
increasing use of country systems, and more 
delegation of supervision and operational 

responsibilities to the resident mission during  
this period. 

However, there is always room for improvement. 
A number of systemic problems have 
continued to impact ADB’s effectiveness 
in Indonesia, including start-up delays in 
project implementation and weaknesses in 
financial management, procurement, and 
project management. ADB, together with 
the government, has recently embarked on a 
comprehensive action plan to address these 
issues (Figure 9). 

A number of systemic problems 
have continued to impact ADB’s 
effectiveness in Indonesia. ADB, 
together with the government, 
has recently embarked on a 
comprehensive action plan to 
address these issues.
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Working  
with Partners
Partnerships, including collaboration with 
development partners, civil society, and the 
private sector, have been central to ADB’s 
assistance to Indonesia. ADB’s key support to 
policy reform has been undertaken in close 
partnership with the World Bank and the 
Government of Japan. Other development 
partners have supported project loans and 
technical assistance, including Australia and the 

Netherlands in infrastructure, education, and 
health; and the European Union in education. 
Civil society has played a crucial role in the 
delivery of community-driven projects in rural 
and urban infrastructure and natural resource 
management, and new innovative partnerships 
with Indonesian universities are now supporting 
knowledge exchange activities. 

In terms of financial partners, as of the year-end 
2011, cumulative direct value-added cofinancing 
for Indonesia amounted to $2.38 billion for 
34 investment projects and $114.6 million for 
78 technical assistance projects.
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Future Challenges:  
The Road Ahead

The strong growth and a swift transition to 
democracy experienced in Indonesia have 
brought many challenges, but the government 
has continued its commitment to achieving 
growth that reduces poverty and is socially 
inclusive and environmentally sustainable.  
A 2010 study by ADB, the International  
Labour Organization (ILO), and the Islamic 
Development Bank (IDB) highlighted three  
critical constraints to achieving inclusive growth: 
(i) inadequate and poor quality of infrastructure, 
particularly transport, electricity, and irrigation; 
(ii) weaknesses in governance and institutions, 
including corruption; and (iii) unequal access 
to, and poor quality of, education, particularly 
secondary and vocational education. 

ADB’s endorsed CPS for 2012–2014  
responds to these critical constraints and 
is strongly aligned with the government’s 
National Medium-Term Development Plan 
2010–2014, as well as the Masterplan for 
the Acceleration of Indonesia Economic 
Development 2011–2025. Guided by the 
government’s commitment to development 
that is “pro-poor, pro-job, pro-growth, and 
pro-environment,” the CPS will have two 
strategic pillars: (i) inclusive growth, and 
(ii) environmental sustainability, including 
climate change mitigation and adaptation. 
Strengthening governance and institutions  
will be an integral and cross-cutting aspect  
of the CPS. 

University students of the Institut Teknologi Bandung learn computer skills; information technology is one of Indonesia’s 
educational priorities 
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ADB’s support to inclusive growth will 
address connectivity, nonbanking finance, 
skills for employment, and local services. 
Connectivity and trade between islands and 
with neighboring countries will be improved 
through better transport, energy infrastructure, 
and trade facilitation. Building on emerging 
successes, ADB’s assistance to the nonbanking 
finance sector will continue, including further 
deepening of capital markets and improved 
access to finance for businesses, housing, and 
energy. ADB will also maintain its momentum 
in education and local infrastructure services, 
strengthening polytechnics to deliver the skills 
required by commerce and continuing support 
to community-driven infrastructure development. 

The government clearly recognizes that achieving 
sustainable economic growth requires effective 
environmental management that addresses 
the potential impacts of climate change. ADB 
support will include projects that promote 
renewable energy development and energy 
efficiency and improve environmental quality 
through better water supply and sanitation. 
Strong assistance will also be provided to 
enhance the management of river basins, 
prevent and protect against floods, and promote 
better management and sustainable use of 
coastal and forest resources.

Indonesia is now a middle-income country with 
strong ownership of its development agenda 
and increasing influence on the regional and 
world stage. Under the proposed CPS for 2012–
2014, ADB’s partnership will develop to reflect 
this. In line with the Jakarta Commitment on 
Aid Effectiveness, ADB will deepen partnerships 
with development partners and civil society to 
make development assistance more efficient. 
In addition, it will engender a more intensive 
collaboration between the public and private 
sectors, particularly in support of public–private 
partnership investments. Looking ahead, ADB’s 
CPS will increasingly place greater emphasis on 
delivering knowledge solutions (ADB lessons and 
global and regional good practices), particularly 
through policy dialogue, advisory and capacity 
development, and technical assistance.

Front cover photo by Ayun Sundari.

The cover shows pupils from an elementary school in 
Lombok that was supported under ADB’s Decentralized 
Basic Education Project (2001–2009).

For more information, please visit www.adb.org/countries/
indonesia or contact Jon Lindborg, Country Director, 
Indonesia Resident Mission (jlindborg@adb.org)
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Indonesia was a founding member of the Asian Development Bank (ADB) in 1966 and 
since then it has received $27 billion in loans, $307 million in grants, and $342 million in 
technical assistance. Early ADB assistance focused on agriculture but rapidly diversified in 
the 1980s to include energy, infrastructure, and education. In the years following the Asian 
Financial Crisis of 1998, ADB provided significant and sustained support to the government’s 
ambitious program of reform and poverty reduction, particularly through program loans that 
encompassed development policy, infrastructure sector reform, capital market development, 
governance reform, and achievement of the Millennium Development Goals. For the coming 
years, ADB’s proposed country partnership strategy for 2012−2014 has two strategic pillars—
inclusive growth and environmental sustainability including climate change mitigation and 
adaptation—while strengthening governance continues to be an important cross-cutting 
aspect of the strategy. 

About the Asian Development Bank

ADB’s vision is an Asia and Pacific region free of poverty. Its mission is to help its developing 
member countries reduce poverty and improve the quality of life of their people. Despite 
the region’s many successes, it remains home to two-thirds of the world’s poor: 1.8 billion 
people who live on less than $2 a day, with 903 million struggling on less than $1.25 a day. 
ADB is committed to reducing poverty through inclusive economic growth, environmentally 
sustainable growth, and regional integration.

Based in Manila, ADB is owned by 67 members, including 48 from the region. Its main 
instruments for helping its developing member countries are policy dialogue, loans, equity 
investments, guarantees, grants, and technical assistance.
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