
Ten years after the East Asia financial crisis, Indonesia has become more stable, democratic,  
and resilient to both internal and external shocks. The key concern is no longer economic stability 
but rather achieving and sustaining high rates of growth in order to reduce unemployment  
and poverty.

In 2007, gross domestic product (GDP) grew 6.3% after a 5.5% rise in 2006. Meanwhile, 
international rating agencies Moody’s and Fitch uprated their outlook for Indonesia in early 2007 
to positive from stable, citing improvements in the country’s fiscal management, as well as the 
Government’s efforts to deal with corruption.

Under its Medium-Term Development Plan (RPJM), the Government is targeting equitable 
economic growth that is sustainable, creates jobs, and reduces poverty. It also seeks to ensure 
that measurable progress is made toward achieving the Millennium Development Goals. 
Medium-term priorities include improving the quantity and quality of physical infrastructure, 
accelerating rural development, and strengthening social infrastructure and public service 
delivery.
 
Relationship with ADB 
Indonesia is a founding member of the Asian Development Bank (ADB) in 1966 and, by 
the end of 2007, had received 291 loans amounting to $22.56 billion, and 491 technical 
assistance (TA) projects amounting to $253.66 million. Measured by loan approvals, Indonesia 
is ADB’s largest client, and its second largest recipient of TA support.

From 1998 to 2007, after the Asian financial crisis, physical infrastructure accounted for 
just 4.67% of loans; agriculture and natural resources fell to 3.39%; energy fell to 13.43%; and 
education dropped to 3.94%. The others rose sharply to 74.58%, led by big gains in loans to the 
finance, and law, economic management, and public policy sectors.

In 2007, assistance was based on the new Country Strategy and Program (CSP) 2006–2009. 
Annual lending averaged about $1 billion in the 1990s, with the bulk for structural reforms after 
the financial crisis. Average annual lending declined to about $0.69 billion over 2000–2007, but 
has picked up in the last 3 years.
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Table 1. Indonesia:  
Development Indicators
Non-MDG 

Population in millions 224.79 (2007) 
Annual population  1.1 (2005–2007) 
 growth rate (%)

Adult literacy rate (%) 90.4 (2004)

Percent of population  49.0 (2006) 
 in urban areas

MDG 

Percent of population  7.7 (2002) 
 living on less than  
 $1 a day

Percent of people  16.6 (2007) 
 in poverty

Under-5 mortality rate  34 (2006) 
 per 1,000 live births

Percent of population  77 (2004) 
 using an improved  
 drinking water source

MDG = Millennium Development Goal.
Sources:  ADB. 2007. Key Indicators 2007. Manila. 

ADB. 2008. Basic Statistics 2008. Manila. 
UNESCO. 2008. Institute for Statistics Data  
 Centre. 
UNSD. 2008. Millennium Development 
 Indicators Database Online.



merchandise. It also targeted a reduction in the time required to 
start a business. In the area of public financial management, the 
consolidation of core Government cash operations into a Treasury 
Single Account, the phased elimination of blanket guarantees 
on deposits, and legislation to set up an independent national 
procurement office were concluded.

The $300 million Earthquake and Tsunami Emergency Sector 
Project (ETESP), designed to support reconstruction in Aceh and Nias, 
completed its third year. The program picked up momentum in 2007 
with notable progress in agriculture and housing. In the latter sector, 
the rebuilding of 1,500 homes was completed. Implementation 
under the program will remain flexible, with ADB providing TA for 
institutional strengthening to help sustain the recovery efforts.
 
Future Directions
ADB’s 2006–2009 CSP is focused on accelerating growth, job 
creation, and poverty reduction by improving the quantity and 
quality of physical and social infrastructure, and by effectively using 
public, external, and private sector resources. Policy, institutional, 
and regulatory reforms will be vital to improving governance and 
enhancing public and investor confidence.

Lending and TA support under the CSP will be subject to the 
Government’s overall financing and investment requirements. 
ADB will focus on strengthening public–private partnerships and 
will align its support with the Government’s own programs and 
projects to reduce the transaction costs of designing and delivering 
assistance. ADB will undertake a mid-term review of the CSP in 
2008 to monitor progress on implementation and the validity of the 
existing strategy.
 
Operational Challenges 
Given Indonesia’s size and diverse needs, ADB-supported projects 
have been spread widely around the country. However, greater 
focus and selectivity are needed, together with a better balance 
between program and project lending. The decentralized nature 
of the country has made for lengthy project preparation times and 
high implementation costs, calling for more innovative modalities. 
To that end, ADB’s newly approved Innovation and Efficiency 
Initiatives will need to be effectively deployed.

ADB will also devote considerable resources to strengthening 
fiduciary governance in public sector management overall, as well 
as in ADB-supported projects.
 
Partnership
ADB collaborates closely with its development partners in Indonesia. 
In 2005–2007, ADB cofinanced major development policy reforms 
with Japan and the World Bank and is one of the founding 
members of the Decentralization Support Facility (DSF), funded 
by the Department for International Development of the United 
Kingdom. The DSF provides an institutional framework for close 
donor cooperation in decentralization, which cuts across all sectors 
in Indonesia.

ADB was an active member of the Partnership for Governance 
Reform, which has now evolved into a self-sustaining entity and has 
contributed to PENSA, a program administered by the International 

Impact of Assistance 
For 2007, the Third Development Policy Support Program (DPSP-3) 
was instituted in coordination with the World Bank in Indonesia. 
This program loan series, which ADB has been engaged in since 
2005, was initially designed to support Indonesia’s transition from 
post-crisis stabilization to long-term development. It has provided 
the foundation for continued, medium-term policy engagement 
in the areas of macroeconomic stability, the investment climate, 
and public financial management and anticorruption efforts. The 
reform measures have been drawn from the Government’s own 
macroeconomic policies.

For 2007, DPSP-3 focused on improving tax and customs 
administration by shortening value-added tax (VAT) refund times, 
and rolling out a national, single window with online clearance of 

Table 2. Indonesia: Economic Indicators, 2003–2007
Economic Indicator 2003 2004 2005 2006 2007

Per capita GNI ($) 920 1,110 1,260 1,420 ...

GDP growth  
 (% change per year)

4.8 5.0 5.7 5.5 6.3

CPI (% change per year) 6.8 6.1 10.5 13.1 6.4
Unemployment rate (%) 9.5 9.9 11.2 10.3 9.1
Fiscal balance (% of GDP) -1.7 -1.1 -0.5 -1.0 -1.2
Export growth  
 (% change per year)

8.4 10.4 22.9 19.0 14.0

Import growth  
 (% change per year)

10.9 28.0 37.2 6.3 15.0

Current account (% of GDP) 3.5 0.6 0.1 2.9 2.5
External debt (% of GNI) 60.5 56.9 47.9 37.6 ...

... = data not available, CPI = consumer price index, GDP = gross domestic product,  
GNI = gross national income.
Sources:  ADB. 2008. Asian Development Outlook 2008. Manila. 

World Bank. 2008. Global Development Finance Online. 
World Bank. 2008. World Development Indicators Online.

Table 3. Indonesia: 2007 Loan, TA, and Grant Approvals  
($ million)

Loans

Sovereign Nonsovereign TA Grants Total

950.00 95.00 6.16 – 1,051.16

– = nil.

Cumulative Lending (as of 31 Dec 2007) : $22,558.30 million
Cumulative Disbursements (as of 31 Dec 2007) : $17,397.84 million

Table 4. Indonesia: Cumulative ADB Lending  
as of 31 December 2007

 
Sector

Loans  
(no.)

Amount  
($ million)

 
%a

Agriculture and Natural Resources 92 3,864.29 17.13
Education 31 2,142.35 9.50
Energy 32 3,856.05 17.09
Finance 16 3,046.10 13.50
Health, Nutrition, and Social Protection 13 1,068.30 4.74
Industry and Trade 14 695.70 3.08
Law, Economic Management, and  
 Public Policy

12 1,959.22 8.69

Multisector 38 2,836.83 12.58
Transport and Communications 33 2,713.86 12.03
Water Supply, Sanitation, and  
 Waste Management

10 375.60 1.67

Total 291 22,558.30 100.00

a Total may not add up because of rounding.



Finance Corporation that is aimed at promoting the development of 
small- and medium-sized enterprises in eastern Indonesia.

In addition, ADB is working closely with the World Bank 
and the Japan Bank for International Cooperation to harmonize 
practices relating to procurement, contracting, and anti-corruption.

ADB cooperates extensively with civil society organizations 
(CSOs) in Indonesia to strengthen the effectiveness, quality, 
and sustainability of the services it provides. For example, under 
the Community Empowerment for Rural Development Project, 
hundreds of local CSOs have been strengthening the capacity of 
rural communities to plan and manage their development activities, 
carry out investments, foster rural–urban linkages, and create rural 
infrastructure to promote agricultural productivity and off-farm 
business enterprises.
 
Cofinancing and Procurement 
Cofinancing operations enable ADB’s financing partners—
government or their agencies, multilateral financing institutions, 
and commercial organizations—to participate in financing ADB 
projects. The additional funds are provided in the form of grants, 
official loans, or credit enhancement products.

As of year-end 2007, cumulative direct value-added 
cofinancing for Indonesia amounted to $2.5 billion for  
27 investment projects, and $40.9 million for 54 TA projects.  
A summary of investment projects with cofinancing is available at 
www.adb.org/Documents/Fact_Sheets/Indonesia/cofinancing.asp.

A summary of procurement contracts awarded to companies 
and consultants from Indonesia for goods and works, and 
consulting services can be found at www.adb.org/Documents/ 
Fact_Sheets/Indonesia/procurement.asp.

Table 5. Indonesia: Project Success Rates
 
 

By Sector

 
 

Percentage

No. of Rated 
Projects/
Programs

Agriculture and Natural Resources 37.7 61
Education 95.0 20
Energy 72.7 22
Finance 77.8 9
Health, Nutrition, and Social Protection 71.4 7
Industry and Trade 25.0 4
Law, Economic Management, and  
 Public Policy

50.0 2

Multisector 72.2 18
Transport and Communications 95.7 23
Water Supply, Sanitation, and  
 Waste Management

16.7 6

Total 62.8 172

By Year of Approval

1970s 59.0 39

1980s 61.1 54

1990s 64.5 76

2000s 100.0 1

Table 6. Indonesia: Portfolio Performance Quality Indicators 
for Sovereign Lending, 2006–2007
Number of Ongoing Loans  
(as of Dec 2007)

33 

2006 ($ million) 2007 ($ million)

Contract Awards/Commitments 780.97 1,187.13
Disbursements 861.48 1,136.31
Loans at Risk (%) – 6.1

– = nil.

Table 7. Cumulative Nonsovereign Operations Portfolio 
Distribution by Top Countries, 1983–2007

 
Country

 
No. of Projects

Total ADB Approvals 
($ million)

India 33 1,400.73
People’s Republic of China 20 1,290.02
Indonesia 16 824.15
Pakistan 27 721.38
Kazakhstan 5 550.00
Philippines 26 448.15
Thailand 10 318.53
Viet Nam 8 300.00
Sri Lanka 13 280.08
Bangladesh 8 242.18
Other DMCs 26 438.20
Regional 36 849.57

DMC = developing member country.
Source: ADB. 2007. Statistical Database System.



Contacts
Indonesia Resident Mission
Gedung BRI II, 7th Floor Jl.  
Jend Sudirman Kav. 44–46 
Jakarta 10210, Indonesia
P.O. Box 99 JKPSA, Jakarta 
10350A, Indonesia
Tel +62 21 251 2721
Fax +62 21 251 2749
adbirm@adb.org
www.adb.org/IRM

ADB Headquarters
6 ADB Avenue, Mandaluyong City
1550 Metro Manila, Philippines
Tel +63 2 632 4444
Fax +63 2 636 2444
information@adb.org

Ministry of Finance
Jalan Lapangan Banteng Timur No. 2–4 
Jakarta, Indonesia
Tel +62 21 350 0840/380 8388/381 4324
Fax +62 21 380 8395/350 0842

Useful ADB websites
Asian Development Bank
www.adb.org

Country website
www.adb.org/indonesia

Asian Development Outlook
www.adb.org/Documents/Books/
ADO/2008/INO.pdf

Annual Report
www.adb.org/Documents/reports/
annual_report/2007/

Depository Libraries
www.adb.org/Publications/
Depositories/ino.asp

About Indonesia and ADB
Indonesia is the fifth largest shareholder among regional members and the 
sixth largest overall.

 ADB Membership
 Joined 1966
 Shares held 192,700 (5.43%)
 Votes 205,932 (4.65%)

Ceppie K. Sumadilaga is the Executive Director and C. J. (Stan) Vandersyp 
is the Alternate Executive Director representing Indonesia on the ADB Board  
of Directors.

James A. Nugent is the ADB Country Director for Indonesia. The Indonesia 
Resident Mission (IRM) was opened in 1987 and provides the primary 
operational link between ADB and the government, private-sector, and civil-
society stakeholders in its activities. IRM engages in policy dialogue and acts 
as a knowledge base on development issues in Indonesia.

The Indonesia government agency handling ADB affairs is the Ministry  
of Finance.

About the Asian Development Bank
ADB is a multilateral development bank owned by 67 members, 48 from the 
region and 19 from other parts of the world. ADB’s main instruments for 
helping its developing member countries are policy dialogue, loans, equity 
investments, guarantees, grants, and technical assistance (TA). Over the last 
4 years (2004–2007), ADB’s annual lending volume averaged $7 billion,  
with TA averaging $218 million and grant-financed projects $616 million.  
In 2007, lending volume was $10 billion, with TA at $243 million and  
grant-financed projects at $673 million.

In this publication, “$” refers to US dollars. 
Data are as of 31 December 2007 unless otherwise indicated. Fact sheets are updated annually in March. 
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