
Indonesia is at a crossroads: 9 years after the Asian financial crisis and
following its move toward decentralization, it is poised to build on consistent
progress in fiscal consolidation and a smooth political transition that resulted
in the successful and democratic 2004 presidential elections.

Under its Medium-Term Development Plan (RPJM), the Government is
aiming for higher and equitable economic growth that is sustainable, leading
to job creation and poverty reduction and measurable progress toward the
Millennium Development Goals (MDGs). By 2009, it aims to boost average
gross domestic product (GDP) growth to 6.6%, to halve poverty to about 8%,
and to push unemployment down to 5%. 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) and
its sixth largest shareholder. By the end of 2005, it had received 272 public
sector loans amounting to $20.7 billion, along with 480 technical assistance
(TA) projects amounting to $240.449 million. Measured by public sector loan
approvals, Indonesia is ADB’s largest client, and its second largest recipient of
TA support.

From 1990 to1997, physical infrastructure accounted for 41% of the
lending, social sectors for 19%, and agriculture and natural resources for
21%. After the Asian financial crisis, those shares fell to 21%, 16%, and 4%,
respectively—with governance, decentralization, and financial sector reforms
necessitating larger support.

Over the last 3 years, support was based on the Country Strategy and
Program (CSP) covering 2003–2005. Annual lending averaged about $1 billion
in the 1990s, with bulk of the support given for structural reforms after the
financial crisis. Average annual lending declined to about $0.5 billion during
2000–2004.
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Table 2. Indonesia: Economic
Indicators, 2001–2005

Economic Indicator 2001 2002 2003 2004 2005

Per capita GNI ($) 710 830 940 1140 ...
GDP growth 3.8 4.3 5.0 4.9 5.6

(% change per year)
CPI (% change per year) 11.5 11.9 9.8 6.5 10.5
Unemployment rate (%) 8.1 9.1 9.6 9.9 10.3
Fiscal balance (% of GDP) -2.4 -2.1 -1.7 -1.1 -0.5
Export growth -12.3 3.1 8.4 12.6 20.1

(% change per year)
Import growth -14.1 2.8 10.9 28.0 26.2

(% change per year)
Current account (% of GDP) 4.2 3.8 3.4 1.2 1.1
External debt (% of GNI) 97.8 79.1 68.8 ... ...

... = data not available, CPI = consumer price index,
GDP = gross domestic product, GNI = gross national income.
Sources: ADB. 2006. Asian Development Outlook 2006.

Manila.
ADB Statistical Database System.

Table 1. Indonesia:
Development Indicators
• Population 219.9 million (2005)

1.37% growth per annum
(1990–2005)

• National poverty rate 16.7% (2004)
15.1% (1990)

• Population living on 6.5% (2003)
less than $1 a day 20.5% (1990)

• Under-5 mortality rate 91 (1990)
per 1,000 live births 38 (2004)

• Adult literacy rate 90.4% (2004)
84.2% (1995)

• Population in 48.3% (2005)
urban areas 30.9% (1990)

• Population with 53.4% (2004)
access to improved 40% (1995)
drinking water sources

Sources: ADB. 2006. Basic Statistics 2006. Manila.
ADB Statistical Database System.
BAPPENAS. Indonesia Progress Report on the
Millennium Development Goals, 2004 and 2005.

www.adb.org/indonesia



The year 2005 saw a marked turnaround in ADB’s
operations in Indonesia. In line with the Government’s focus
on enhancing the quantity as well as the quality of development
expenditures, ADB approved $1.15 billion in new loans,
including a $350 million private sector loan without
government guarantee for the Tangguh Liquefied Natural Gas
Project—the largest private sector loan in ADB’s history.

The December 2004 earthquake and tsunami disaster
that struck the Province of Nanggroe Aceh Darussalam and
part of North Sumatra Province brought together all of
Indonesia’s development partners. To help rebuild Aceh
Province and the Nias Islands, ADB approved the Earthquake
and Tsunami Emergency Support Project, providing
$290 million grant support from the Asian Tsunami Fund
(ATF). ADB also contributed $10 million to the Multidonor
Trust Fund and mobilized $30 million in cofinancing resources
to support reconstruction of water supply and sanitation, to
improve fiduciary governance, and to put in place sustained
mechanisms for poverty reduction.

The 2005 assistance also included
• Community Water Services and Health Project

($64.69 million, including $30.6 million in Asian
Development Fund [ADF] support),

• Second Road Rehabilitation Sector Project ($151 million),
• Local Government Finance and Governance Reform,

Sector Development Program ($300 million),
with an investment ADF project ($30 million),

• Rural Infrastructure Project ($50 million from ADF), and
• Development Policy Support Program ($200 million).

Impact of Assistance
To assess the broad development outcomes of ADB-supported
projects and to guide preparation of the 2006–2009 CSP,
ADB’s independent Operations Evaluation Department
undertook a Country Assistance Program Evaluation (CAPE)
of the portfolio of projects approved and implemented over
1990–2004. It illustrated that operations in the transport
and communications sector were highly successful during
the last 15 years. ADB’s strategy in this sector has focused
on maintenance, rehabilitation, and selective development of
strategic transport systems, recognizing the need for balanced
distribution between resource-rich and -poor provinces,
decentralized administration, and public-public partnerships.

The Road Rehabilitation Sector Project, approved in
December 2000, has supported government road sector
programs by funding civil works for priority roads in
15 provinces in Sumatra, Java, Kalimantan, and Sulawesi.
Civil works consist of periodic road maintenance, road
improvements, and bridge rehabilitation or replacement,
mainly for the provincial and national road networks.

Table 3. Indonesia: Cumulative ADB Lending
as of 31 December 2005

Loans Amount
Sector (no.) ($ million) %

Agriculture and Natural Resources 91 3,831.0 18.5
Energy 31 3,781.1 18.2
Finance 14 2,731.1 13.2
Transport and Communications 33 2,713.9 13.1
Education 30 2,092.4 10.1
Multisector 35 2,010.3 9.7
Law, Economic Management,

and Public Policy 10 1,559.2 7.5
Health, Nutrition, and Social Protection 12 1,018.3 4.9
Industry and Trade 14 665.7 3.2
Water Supply, Sanitation,

and Waste Management 9 325.6 1.6
TOTAL 279 20,728.5 100.0



The project also helps the Government monitor its action plan
for implementing the general road sector policy and in
reformulating specific policies, particularly those for (i) road
user charges, (ii) cost recovery, (iii) earmarking of funds for
road maintenance, (iv) vehicle overloading, (v) road safety,
and (vi) road planning and management. A supplementary
project will provide farmers and local entrepreneurs with
better access to markets, reduce transport costs, facilitate
delivery of administrative and social services, and create
income- generating opportunities.

In the agriculture and natural resources sector, which has
faced challenges, some projects have achieved considerable
success. The Rural Income Generation Project, a loan approved
in 1997, supported the formation of thousands of self-help
groups among the poor. The poor have benefited from
collateral-free credit for livelihood activities, as well as training
on farm management systems. The project has improved the
incomes of many thousands in rural areas, as well as their
standing in the community. It has provided thousands of rural
dwellers with access to credit from sources at affordable
interest rates. And women have been actively involved, with
many groups exclusively female.

In the education sector, projects have ranged from basic
education to specialized vocational and technical education
to Madrasah Aliyah education system projects—the latter
benefiting poor students, particularly girls. Overall, the
education portfolio has been rated as highly successful in
delivering support.

Future Directions
ADB and the Government are now finalizing the CSP for
2006–2009 in close alignment with the RPJM, which 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.

To guide the new CSP, ADB has undertaken detailed
environment, gender, governance, poverty, and private sector
assessments. 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 through direct as well as catalytic channels.
ADB will also align its support closely with that of the
Government’s own programs and projects to reduce the
transaction costs of designing and delivering assistance.

Operational Challenges
Given Indonesia’s size and diverse needs, ADB-supported
projects have been diverse and spread around the country.
However, greater focus and selectivity are needed. At the same
time, the highly decentralized nature of the country has made
for high project preparation and implementation costs, calling
for more innovative modalities. To that end, ADB’s newly
approved Innovation and Efficiency Initiatives will be effectively
deployed in Indonesia.

ADB will also devote considerable resources to strengthen-
ing fiduciary governance in public sector management in
Indonesia overall as well as in ADB-supported projects. Weak
governance and corruption remain a problem and better
management and clear improvements are needed across
the board.

Partnership
ADB collaborates closely with its development partners in
Indonesia: in 2005, 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 a
good 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

Table 4. Indonesia: Improvement in Portfolio
Quality Indicators, 2004 and 2005

Portfolio Quality Indicator 2004 2005

Disbursement ratio (%)
All loans 25.7 42.1
Project loans 20.8 16.9

Implied average implementation period
for project loans (years)a 4.6 4.2

Undisbursed loan balance
($ million) 1,987.1 1,626.0

Active loans (no.) 39 39
Projects at risk—numberb 12 0

% of loans in portfolio 30.8 0.0

a Based on approval to revised closing date. Excludes program loans only.
b Refers to the number of loans.



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/
2006/documents/ino.pdf

Annual Report
www.adb.org/Documents/reports/
annual_report/2005/

Depository Libraries
www.adb.org/Publications/
Depositories/ino.asp
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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 (5.452%)
Votes 206,087 (4.665%)

Agus Haryanto is the Executive Director and Richard Stanley is the
Alternate Executive Director representing Indonesia on the ADB Board
of Directors.

Edgar Cua 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 dedicated to reducing poverty in the Asia and Pacific region
through pro-poor sustainable economic growth, social development,
and good governance. Established in 1966, it is owned by 66 members—
47 from the region. In 2005, ADB operations totaled $7.4 billion
in loans, equities, guarantees, grants, and technical assistance.
With headquarters in Manila, ADB has 26 offices around the world
and more than 2,000 staff from over 50 countries.

administered by the International 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
ADB’s cofinancing operations enable its development partners—governments or their agencies, multilateral financing
institutions, commercial organizations, and export credit agencies—to join ADB in financing its lending to developing members.
For every US dollar lent by ADB in 2005, cofinancing brought in an additional $1.27. Such additional funds are provided in
varying forms of grants, guarantees, or loans.

A summary of loan 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 related
services, civil works, and consulting services can be found at www.adb.org/Documents/Fact_Sheets/Indonesia/procurement.asp.

In this publication, “$” refers to US dollars.
Data are as of 31 July 2006 unless otherwise indicated. Fact sheets are updated annually in April.
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