
MANAGEMENT RESPONSE TO THE SPECIAL EVALUATION STUDY FOR INDONESIA:  
HAS THE MULTI-SUBSECTOR APPROACH BEEN EFFECTIVE FOR  

URBAN SERVICES ASSISTANCE? 
 

On 13 April 2010, the Director General, Independent Evaluation Department, received the 
following response from the Managing Director General on behalf of Management: 
 
 

I.  General Comments 
 
1. We appreciate IED's Special Evaluation Study (SES) on the effectiveness 
of the multi-subsector approach for urban projects in Indonesia. The SES is 
based on post-completion evaluation results for 21 multi-subsector urban 
projects approved since 1979. For 15 urban projects approved since 1991, 
evaluation results show that 44% have been "successful" compared with 68% for 
projects in other sectors in Indonesia. The SES identifies some important 
reasons for this relatively poor performance, but it also acknowledges that 
exogenous factors such as the Asian financial crisis of 1997 and the initiation of 
full-scale decentralization in 1999 may have negatively affected project 
implementation. We accept IED's assessment that multi-subsector urban projects 
in Indonesia have been "partly successful" on the basis of relevance of approach, 
less efficient resource use, and less likely achievement of results. 
 
2. Because the SES is primarily based on the evaluation results of projects 
approved between 1976 and 1997, it does not fully capture how ADB's 
involvement in Indonesia's urban sector has changed over the past decade. It is 
important to note that in the wake of the 1997 financial crisis and political and 
administrative changes, Indonesia moved away from project-based borrowing to 
an increasing share of program loans. For example, of the six loans approved 
since 2003 and reviewed under the SES, three were program loans; it is also 
unclear whether they can be categorized as urban. The SES also does not 
acknowledge that since 1997, ADB's support for multi-subsector urban projects in 
Indonesia declined significantly with recent projects focusing on a single 
subsector, or a menu of small-scale subprojects to be selected by a community 
consistent with Indonesia's block grant financing system (e.g. Loan 2072/2073-
INO: Neighborhood Upgrading and Shelter Sector Project).  
 
3 Based on ADB's recent experience in Indonesia and the Bank-wide trend 
to simplify the design of urban projects, IED may wish to reassess the relevance 
of its plans to "extend the review of the multi-subsector approach to the region by 
selection of an appropriate sample from key countries."  
 
II. Comments on Specific Recommendations  
 
4. Recommendation 1. The multi-sector approach (vis-à-vis other 
approaches) should not be adopted in urban projects unless there are 
agreements between the government and ADB on all of the following: (i) 
experience; (ii) procedures; (iii) strategy; and (iv) implementation 
management. We agree. Neither the Government of Indonesia nor ADB has 
considered financing for large-scale integrated urban development projects since 
1997. The identification and design of any future projects in Indonesia's urban 



sector will consider the capacity and experience of the project management unit 
and/or project implementation unit; the development of clear procedures and 
requirements for fund utilization; a mechanism to drive the strategy such as a 
project champion and/or linkage to a master plan; and streamlined 
implementation arrangements that minimize the number of agencies with 
decision-making authority. These considerations can be included in project 
readiness filters agreeable to ADB and the Government. 
 
5. Recommendation 2. If local conditions do not favor adoption of a 
multi-subsector approach, then ADB should adopt a sector-specialized 
approach with fewer components. We agree. ADB is already applying this 
condition and following this approach.  The design of future urban projects will 
continue to focus on the need to be more strategic, selective and realistic in 
terms of what can be achieved, and in the context of Indonesia's shift to highly 
decentralized administrative arrangements.  
 
6. Recommendation 3. There should be a financing scheme that 
strongly supports the multi-subsector approach. We agree. Having such a 
financing scheme is reflected in the one new community level urban development 
project approved following the administrative changes in Indonesia. As 
experienced during implementation of Loan 2072/2073-INO: Neighborhood 
Upgrading and Shelter Sector Project, the Government's block grant financing 
system provides flexibility to accommodate various subsector requirements 
under one single budgetary and implementation mechanism.    
 
7. Recommendation 4. A focused and long-term vision of ADB's role in 
capacity building should be developed. We agree. Urban sector projects are 
typically a combination of physical investments and capacity development 
initiatives. Projects such as Loan 2072/2073: Neighborhood Upgrading and 
Shelter Sector Project include capacity building for participatory community level 
planning, implementation, and monitoring and evaluation, with Government 
officials trained in project management through the Government training system. 
However, more can be done to strengthen these country training systems and 
expand their accessibility. This is being considered in future project design such 
as for the proposed Metropolitan Health and Sanitation Project currently under 
preparation.   
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