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What are 
policy-based 
loans?

Disbursed upon completion of policy actions

 Budget support

 Programmatic

 Strategic priority

Presenter Notes
Presentation Notes
Loan is disbursed based on evidence of completed policy actions undertaken by the national government.
Policy actions include legislative, regulatory or policy reform or measures expected to significantly impact the required outcome.
Finance is provided as budget support not directly to implementing ministries
Can be programmatic (i.e. several tranches) but needs approval for each subprogram.
Should be linked with a strategic priority area for government where reform is envisioned/ongoing – important for ensuring well embedded across actors.
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Example

Reducing 
Marine Debris in 
Indonesia 

$1 billion between ADB, KfW, AFD

Coordinating Ministry of Maritime 
and Investment Affairs

Subprogram 1 (June 2021 –
December 2023) – completed

Subprogram 2 (January 2024 –
December 2025) -ongoing

Presenter Notes
Presentation Notes
To give you a specific example, in Indonesia we have approved a policy based loan designed to help reduce plastic pollution in the ocean.
The Government of Indonesia has a national target of reducing plastic entering the ocean by 70% by 2025. To date they have achieved around 40% which is a great achievement but actions must be accelerated if they’re to achieve the target.
ADB has joined with KfW and AFD with an overall package of around $1 billion ($500 million from ADB).
The first subprogram is already completed and approved and the second subprogram is ongoing. We will seek approval for that in early 2026.




Plastic Waste Management System Improved
• Stronger collection of waste fees and spending on waste services 

by local government
• Well performing waste banks incentivized
• Fishing vessels prevented from dumping fishing gear and fishing 

port waste facilities meeting international standards

Reform 
Area 1

Problematic Plastic Production and Consumption Reduced
• Expansion of incentives/requirements for producers to reduce waste
• Development of national producer fee system
• Single use plastic bans and restrictions scaled up across Indonesia
• Standards for reuse and refill and mandating recycled content

Reform 
Area 2

Data and Monitoring tools for Policy Making Strengthened
• National waste information system harmonized to include maritime 

data
• Gender data and analysis expanded
• New national action plan developed for after 2025

Reform 
Area 3

Program Design

Sustainable 
economic 
development and 
improved 
environmental 
resilience against 
climate change and 
disasters

Reduced plastic 
waste entering 
the ocean

OUTCOME

COUNTRY OBJECTIVE

Presenter Notes
Presentation Notes
This slides shows the three reform areas of the policy based loan. Essentially there is a reform area on the ‘down stream’ of waste management. In Indonesia a major challenge is actually financing and capacity of local government to carry out waste management services. A lot of the waste ends up in the ocean because it hasn’t been collected at all or if it is collected sometimes it isn’t properly handled.
 
The second reform area is more upstream. This seeks to reduce the production of plastic waste in the first place through enhanced producer responsibility, single use plastic bans and improved manufacturing standards.
 
Reform area 3 is cross cutting and seeks to improve the quality and comprehensiveness of data on the national waste management system- this is important to ensuring policy reform remains relevant and effective.
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What are the 
links to circular 
economy?

 Establishment of mandatory extended producer responsibility

 Reuse and refill standards

 Regulation on minimum recycled content in products to promote 
recycling industry

 Regulation on good manufacturing practices 

Presenter Notes
Presentation Notes
Most of the PBL is highly aligned with circular economy of plastic packaging in Indonesia. For example the activities under reform area 1 should help to increase collection rates and segregation of waste which can be important for increasing feedstock for the recycling industry.


The most impactful reforms for transitioning to a circular economy are more in the upstream components. Specifically:
 
Establishment of a mandatory extended producer responsibility system whereby the producers are required to finance waste handling and recycling. Initially this would circulate finance back into the overall waste system and improve handling, it should help improve the supply of feedstock for the growth of the recycling industry. Critically, it increases the incentive for producers to reduce the production of problematic plastic in the first place and redesign their products to reduce waste. 
 
Standards for reuse and refill schemes are nascent in Indonesia but growing. Having clear health and safety standards are important for enabling schemes to grow and scale.
 
Minimum recycled content requirements i.e. requiring that a certain percentage of a plastic bottle is derived from recycled plastic can be critical for boosting a nascent recycling industry.
 
Finally it also supports regulatory reform on manufacturing practices, this can be used to ensure packaging is not made with chemicals which are harmful to the environment or make them particularly hard to recycle.
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Pros and cons

Systematic approach
Sustained engagement
Enables other interventions
Must be paired with technical assistance
Strong coordination

Presenter Notes
Presentation Notes
What are the pros and cons of using a PBL for this kind of work?
 
Circular economy is about systemic change. The PBL is designed to make changes across a system.
Circular economy is a long term endeavour. Programatic PBLs can be a platform for sustained and continuous engagement on policy reform not afford by other lending modalities.
Improving the policy environment can be critical for enabling other investments e.g. if government requires a minimum % of recycled plastic content this can boost investment in recycling facilities in the country.
The money goes into the national budget and not directly to the agencies responsible for implementing the changes. Sometimes the implementing agencies feel insufficiently resourced. Pairing technical assistance with the PBL is critical.
Typically many different ministries are involved in implementation so you need strong coordination mechanism for tracking whats happening. This should be lead by the key agency.
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