
Country Partnership Strategy: Indonesia, 2012–2014 
 

SECTOR ASSESSMENT (SUMMARY): WATER SUPPLY AND OTHER MUNICIPAL 
INFRASTRUCTURE AND SERVICES1 

 
Sector Road Map 
 

1. Sector Performance, Problems, and Opportunities 

1. Improved access to safe water and basic sanitation are key Millennium Development 
Goals (MDGs).2 In 2009, 48% of the population had access to safe drinking water compared to a 
2015 MDG target of 69%, and 51% had access to basic sanitation compared to a 2015 MDG 
target of 62%. The government acknowledges that accelerated progress toward the targets 
needs increased support, particularly through investments in water and sanitation systems to 
serve growing urban populations.3 The role and detailed responsibilities of government units in 
water supply and sanitation should be better delineated and their skills enhanced. 
 
2. The poor often do not have access to safe water sources and basic sanitation facilities, 
with severe consequences for their health and livelihoods. Many urban and peri-urban areas in 
Indonesia have disease profiles associated with poor water supply and sanitation—diarrhea, skin 
disease, intestinal worms, malaria, and dengue. While the infant mortality rate had decreased 
substantially from 145 per 1,000 live births in 1967 to 35 per 1,000 live births in 2006, it had risen 
again to 41 per 1,000 live births in 2008, and is still significantly higher than in other Southeast 
Asian countries such as the Philippines and Thailand. Diarrhea remains the second-largest 
cause of death among young children, and is directly linked to inadequate access to clean water 
and sanitation, combined with poor hygiene.  
 
3. Health outcomes are worst among the poor. In urban areas, where access to health care 
tends to be better than in rural areas, the poor experience disparities in health status, often 
related to the environment. Their densely packed urban neighborhoods have drainage, 
sanitation, and waste management infrastructure of low standard and in poor condition. There is 
a need to emphasize behavioral changes in water and sanitation programs to stimulate 
awareness and increase the health benefits from water supply and sanitation investments. 
 
4. Water supply. The urban population of Indonesia has more than doubled from 60 million 
to 125 million since 1990. The urban public enterprises, which are tasked to provide water supply 
services to urban dwellers, are financially distressed and in a weak organizational and 
management state. Only about 40 million people, or 18% of the total population, are connected 
to piped water supply from local water supply utilities (PDAMs). Even in urban areas, only 31% of 
people receive piped water. The remaining urban population depends on individual wells, 
small-scale providers, or water vendors, often at a high cost. Since the 1997 economic crisis, 
investment has been almost negligible and cost recovery considered irrelevant. A continued lack 
of maintenance, combined with aging assets, is leading to further deterioration of the existing 

                                                 
1 This summary is based on ADB. 2012. Indonesia: Water Supply and Sanitation Sector Assessment, Strategy and 

Roadmap. Manila. (http://serd-ino.adb.org/). See also ADB. 2010. Report and Recommendation of the President to 
the Board of Directors: Proposed Loan and Technical Assistance Grants to Indonesia for the Metropolitan Sanitation 
Management and Health Project. Manila; and ADB. 2010. Report and Recommendation of the President to the 
Board of Directors: Proposed Loan and Technical Assistance Grant to Indonesia for Urban Sanitation and Rural 
Infrastructure Support to the PNPM Mandiri Project. Manila. 

2 Goal 7: Ensure environmental sustainability. Target 7.C: Halve, by 2015, the proportion of people without 
sustainable access to safe drinking water and basic sanitation. 

3 Ministry of National Development Planning/National Development Planning Agency (BAPPENAS). 2010. Report on 
the Achievement of the Millennium Development Goals Indonesia 2010. Jakarta. 
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piped systems. Many PDAM and regional governments have substantial loan arrears with the 
Ministry of Finance (MOF). In 2006, the MOF issued a new regulation for the restructuring of 
PDAM loan arrears, which is being pilot tested on a number of PDAMs. 
 
5. The main issues affecting provision of urban water supply include the following: (i) tariffs 
are often well below cost recovery levels, and often do not even cover costs for operation and 
maintenance; (ii) a lack of investment in operation and maintenance and expansion of 
infrastructure; (iii) a high level of non-revenue water, at about 40% on average; (iv) the large 
number of PDAMs, with many too small to be sustainable; (v) lack of PDAM autonomy and 
political interference in their operations; and (vi) unwillingness of local political decision makers 
to implement necessary reforms to allow the PDAMs to become financially viable.  
 
6. In 1999, legislation was enacted which passed the responsibility for development of water 
and sanitation infrastructure to the regional governments. This has had mixed results, such that 
the net effect has been a decrease in the levels of service with urban water coverage declining 
from 39% of the population in 2000 to 31% in 2010. The regional governments have historically 
viewed the PDAMs as independent entities that should be sourcing their own development 
financing. There are, however, a few success stories of regional governments (e.g., Palembang, 
Malang), which demonstrate the importance of political leaders who do not shy away from 
unpopular decisions (i.e., introducing cost recovery tariffs) which, combined with new investment 
and increased utility autonomy, resulted in much improved service delivery. 
 
7. Sanitation. Little has been done to deal with the lack of sanitation across the country. 
Contamination of both surface and groundwater is widespread. The disease and sickness 
caused by the lack of sanitation results in significantly reduced productivity. The potential 
economic loss was estimated to reach $5.6 billion per year or 2.3% of gross domestic product.4  
 
8. Wastewater disposal is almost entirely managed in on-site systems. Only 11 cities have 
some form of sewerage network. On average, these networks reach about 2% of urban residents 
in each location. Over 70% of urban households have on-site sanitation, mostly in the form of 
septic tanks that do not function effectively. Less than 25% of human waste delivered to on-site 
systems is dealt with properly. About 80% of bathroom, kitchen, and laundry waste is passed 
directly to surface water drains. In rural areas, less than 30% of households have toilet facilities, 
and only about 20% have septic tanks. The most common form of communal system is a public 
facility for bathing, washing, and toilets serving 20–100 families. Regional governments build 
these facilities, sometimes with financial support from the national government, while the 
recipient communities are expected to operate and maintain them. 
 
9. Sanitation challenges. The government is keenly aware of sanitation shortcomings and 
is making efforts to address sanitation in substantive ways. Inadequacies in wastewater and 
solid waste management systems are evidenced by open defecation in drains, makeshift latrines 
in low-income areas, partially treated domestic wastewater being passed to drains, solid waste in 
drains and streams, discharges of inadequately treated industrial waste, illegal dumping of 
sewage sludge, and the need for the poor to wash and bathe in polluted streams. Challenges 
that are being met in the sanitation sector include (i) incomplete policies and regulations; (ii) low 
priority on sanitation, especially at the local level; (iii) underinvestment and limited funding 
resources; (iv) limited availability of master plans for dealing with the sanitation challenge; and 
(v) lack of expertise and qualified personnel for proper sanitation management. 

                                                 
4 Napitupulu L and G. Hutton. 2008. Economic Impacts of Sanitation in Indonesia. Water and Sanitation Program. 

Jakarta: World Bank. 
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2. Government’s Sector Strategy 

10. The government’s policy on water and sanitation is informed by an overarching emphasis 
on poverty reduction. The Ministry of Public Works (MPW) target is to provide piped supplies to 
67.7% of city dwellers and 52.8% of rural dwellers by 2015. The MPW assesses that 
achievement of this target will require an additional 8.5 million connections. This compares with 
8.5 million connections on existing PDAM systems. Ongoing government initiatives include 
(i) tariff reform as set down in Ministry of Home Affairs Regulation 23/2006, which requires full 
cost recovery; (ii) debt restructuring of PDAMs as provided for in MOF Regulation 120/2008 with 
partial or full write-off of unpaid interest and penalty charges on delayed or nonpayment of 
principal and interest; (iii) national government loan guarantees and interest subsidies on loans 
taken out by regional governments as detailed in Presidential Decree 29/2009; (iv) accelerated 
implementation of the projects providing water supply to sub-district capitals known as Ibu Kota 
Kecematan (IKK); and (v) providing output-based grants through “Water Hibah5,” as defined in 
MOF Regulations 168 and 169/2008. The latter two initiatives are the national government’s 
main mechanism for increasing access to piped water for urban households. The MPW is also 
embarking on a Regional Piped Water Supply (SPAM Regional) approach. The national 
government is looking at providing assistance on a province-wide basis for water resource 
development and transmission systems for piped water supplies in parallel with the upgrading of 
the PDAMs, which will shortly be able to finance distribution system expansions. 
 
11. MPW Regulation 16/2008 provided a national policy and strategy for management of 
wastewater systems, which included (i) increasing coverage of sanitation, with priority for the 
poor; (ii) an increased role for the community and private sector in sanitation; (iii) development of 
a regulatory framework for urban sanitation; (iv) capacity building for wastewater management; 
and (v) increased investment, including development of alternative funding sources for 
wastewater infrastructure. The MPW 2008 National Policy for Management of Wastewater 
Systems is being implemented through the government’s Sanitation Roadmap, 2010–2014. This 
road map seeks to (i) increase urban sanitation coverage to 80% and rural coverage to 60%; 
(ii) extend the number of cities with sewerage systems from 11 to 16, and increase coverage in 
all cities with sewerage systems to 20% of the urban population; and (iii) engage 330 cities and 
towns to prepare sanitation strategies that have agreed financing plans. On solid waste 
management, the approach of the national government is to recognize the economic potential of 
the waste through development and enhancement of the 3R—reduce, reuse, recycle—concept. 
The MPW Strategic Plan, 2010–2015 includes the following features: (i) 3R pilot projects and 
stimulation for 250 cities to support waste reduction improvement; (ii) waste collection services to 
achieve 60% of waste properly dealt with compared with the amount generated; (iii) 
improvement in landfill sites in 210 cities; (iv) facilitation of carbon reduction activities for solid 
waste in 15 cities; and (v) a 3R campaign program. 
 

3. ADB Sector Experience and Assistance Program 

12. Development partner coordination. The Asian Development Bank (ADB) is a major 
financing source of the government’s efforts to improve urban sanitation, especially urgently 
needed physical investments. Coordination and cooperation in the sector among development 
partners is strong and effective.  ADB has active collaboration with development partners, 
particularly with the Australian Agency for International Development (AusAID), which finances 
several ADB technical assistance (TA) projects. AusAID funds the Indonesia Infrastructure 

                                                 
5 The Water Hibah is a A$ 20 million initiative supported by the Government of Australia that offers grants to local 

governments based on verified new water connections in low-income communities. 
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Initiative (IndII) with the objective of enhancing infrastructure policy, planning, and investment, 
with the main focus on water and sanitation. The World Bank supports the implementation of 
infrastructure subprojects in rural and peri-urban areas. The United States Agency for 
International Development is continuing advisory assistance to improve water supply and 
sanitation services. Japan International Cooperation Agency provides assistance for sanitation 
infrastructure of Denpasar, and is undertaking a sanitation development study for Jakarta.  
 
13. Knowledge products. ADB recently concluded a review of the water utility financing 
options in Indonesia, which will result in a paper to be disseminated in 2012. The Indonesian 
Water Operators Partnership program,6 which was developed to improve performance of water 
and wastewater utilities by peer-to-peer knowledge exchange, will develop several publications, 
including twinning guidelines, case studies, and manuals. ADB’s recently approved Water 
Supply and Sanitation Sector Development Project will result in two knowledge products on 
urban and rural waters supply and sanitation, to be published in 2013. The topics will be decided 
on in collaboration with the National Development Planning Agency (BAPPENAS). 
 
14. Assistance program. ADB will support the government’s efforts to broaden access to 
safe water supply and improved sanitation, raise public awareness, and develop capacity. ADB’s 
assistance to the water and sanitation sector in Indonesia aims to (i) improve the provision of 
safe drinking water and better sanitation, (ii) promote the sustainability of urban water supply 
through improved financial management and cost recovery practices, (iii) raise the efficiency of 
the water supply sector, (iv) improve the institutional capacity of entities to operate and maintain 
water supply systems, and (v) establish an institutional framework for the management of 
wastewater in metropolitan areas and large cities. Key outcomes of ADB assistance will include 
increased and sustainable access to safe water supply and improved sanitation, contributing to 
reduced environmental pollution and improved public health. 
 
15. ADB will provide lending and non-lending finance and TA projects for (i) sanitation in 
urban areas; (ii) water supply in regions and water supply in peri-urban and urban areas; and 
(iii) improved sanitation services through neighborhood development grants. Development 
partner coordination and knowledge generation will include close collaboration with respective 
partners in sector development and related sector policy issues, and cofinancing of loan and TA 
projects.  
 
16. ADB interventions in water supply and sanitation will support women’s participation and 
leadership in local decision-making processes related to community-based water and sanitation 
investment and management, meeting women’s practical needs related to location and 
technology, and relieving their work burden resulting from inadequate access to water and 
sanitation facilities. Targets for women’s recruitment in community implementation teams to 
formulate local sanitation infrastructure development and investment plans, and developing 
women’s skills in project implementation, will ensure women’s empowerment in community- 
driven urban sanitation and rural infrastructure projects. Flexible payment facilities and priority 
access to potential funds for payment of connection fees, quotas for women in water user groups, 
and training in maintenance and management of public faucets as well as health and hygiene 
awareness will increase women’s access to safe water supply and improved sanitation.

                                                 
6 ADB. 2010. Technical Assistance to Indonesia for Supporting Water Operators' Partnerships. Manila. 
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Problem Tree for the Water Supply and Other 
Municipal Infrastructure and Services Sector

Low efficiency of water 
supply systems; high NRW; 
systems contracting in size 

rather than expanding. 

IKK = Ibu Kota Kecamatan (main town in district), NRW = non revenue water, PDAM = Perusahaan Daerah Air Minum (local water supply utilities). 
Source: ADB 

Water supply companies 
are not operated on a 

commercial basis as was 
intended in their set up. 

Extremely low levels of 
off-site sewerage systems 
and inadequate regulation 

of on-site systems 

Tariffs are set 
at low levels 
which do not 
provide for 
cost recovery 
and proper 
operation and 
preventative 
maintenance 
of systems. 

The agencies responsible for water supply and sanitation services are not capable of fulfilling central 
government targets in accordance with policy objectives 

Water and sanitation services are diminishing, deteriorating, constraining economic development, and undermining development 
sustainability. Surface and groundwaters are grossly polluted, which threatens public health and impairs public amenities. 

National 
Impacts  

Financial: inadequate 
funding for system operation 
and expansion, and lack of 
access to capital markets 

Local 
governments 
consider PDAMs 
to be self 
sustaining, and 
sanitation 
services as a low 
priority for the 
public. Hence, 
sufficient funds 
are seldom 
allocated for 
these services. 

Institutional: local 
governments and PDAMs have 

limited capacity to properly 
develop and manage water 

supply and sanitation systems 

Technical: urban populations expanding 
rapidly and being serviced by inadequate 

water supplies; expanded sanitation systems 
are incomplete and cause severe pollution of 

the environment 

Sector 
Impact 

Core 
Sector 

Problem 

Main 
Causes 

Deficient 
Sector 

Outputs 

PDAM assets 
are 
depreciating 
and 
deteriorating 
because of 
inadequate 
maintenance. 
Customers 
are leaving 
systems 
because of 
poor services. 

Wastewater 
systems are publicly 
provided and not 
properly regulated, 
causing severe 
pollution. Solid 
waste systems are 
incomplete in 
coverage leading to 
improper disposal of 
garbage and 
deterioration of 
public amenities. 

Local 
governments     
still lack the 
required 
expertise and 
capacity for 
proper 
management of 
water and 
sanitation 
systems. 

Poor staff 
employment 
procedures and low 
salaries lead to lower 
levels of professional 
expertise for 
management. 
Inadequate technical 
training of operations 
staff means that 
systems are not 
properly managed.  

IKK systems in small urban areas 
are becoming non-operational 

because of inadequate 
management and maintenance. 
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Sector Results Framework (Water Supply and Other Municipal Infrastructure and Services, 2012–2014) 
Country Sector Outcomes Country Sector Outputs ADB Sector Inputs 

Sector Outcomes 
with ADB 

Contribution 

Outcome Indicators 
and Targets with 

Baselines 
Sector Outputs with 
ADB Contributions 

Output Indicators with 
Incremental Targets Planned and Ongoing 

ADB Interventions 
Main Outputs Expected 
from ADB Interventions 

Access to water 
supply and 
sanitation provided, 
improved, and 
maintained 
 

Proportion of population 
with sustainable access 
to an improved water 
source increased from 
48% in 2009 to 69% by 
2015 

Elimination of open 
defecation by 2015 

Proportion of population 
with sustainable access 
to basic sanitation 
increased from 51% in 
2009 to 62% by 2015  

Elimination of open 
dumping in solid waste 
landfills by 2014 

Improved provision 
and maintenance of 
urban and rural water 
supply and sanitation 

Improved urban solid 
waste treatment and 
disposal 

Extend the number of 
cities with sewerage 
systems from 11 in 2010 
to 16 in 2014 and 
increase coverage in all 
cities with sewerage 
systems to 20% of the 
urban population 
 
Communal sanitation 
facilities increase from 
100 cities in 2010 to 
330 by 2014 
 
Increase in urban and 
rural populations on 
piped water supply by 
increasing the number of 
connections from 
8,000,000 in 2011 to 
16,500,000 in 2015 
 
Facilitation of carbon 
reduction activities for 
solid waste treatment 
and disposal increased 
from 7 cities in 2011 to 
15 cities in 2015 

(i) Planned Key Activity:
Water supply and sanitation 
systems 
(ii) Pipeline Projects: 
CDTA for MSMH Program 
institutional setup, tariffs, 
and community support 
($2.0 million) 
PPTA ($1.0 million) leading 
to MSMHP II ($120 million) 
CDTA for Water Utilities 
Sector Reform Program 
($1.5 million) 
PPTA for IKK Water Supply 
($1.2 million) leading to IKK 
Water Supply Project 
($50 million) 
CDTA for strengthening 
PDAMs’ performance 
($1.5 million) 
Loan RIS-PNPM 
($100 million) 
Loan NUSSP II 
($116 million) 
(iii) Ongoing Projects: 
CDTA supporting SWOPs 
($1.25 million) 
CDTA for WATSAN Sector 
($0.5 million) 
Loan MSMHP I ($35 million) 

(i) Planned Key Activity:
Urban sanitation improved 
in up to 12 cities 
Governance in water 
utilities strengthened 
(ii) Pipeline Projects: 
About 500,000 households 
gain access to improved 
sanitation 
Water supply systems in 
100 IKKs  
Water utilities reforms 
leading to improved 
performance and lending 
capacity 
(iii) Ongoing Projects: 
Up to 10 PDAMs supported 
in implementing reform, 
improving governance, and 
expanding customer base 
Provision of improved 
sanitation for up to 
250,000 people in urban 
and rural areas 
Increases in the share of 
women in urban sanitation 
committees 
30% of staff trained in 
development, implementa 
tion, and O&M of  waste 
water works are women  

ADB = Asian Development Bank, CDTA = capacity development technical assistance, IKK = Ibu Kota Kecamatan (main town in district), MSMHP = Metropolitan 
Sanitation Management and Health Project, NUSSP = Neighborhood Upgrading and Shelter Sector Project, O&M = operation and maintenance, PDAM = Perusahaan 
Daerah Air Minum (local water supply utilities), PNPM = Program NasionalPemberdayaan Masyarakat (National Program for Community Empowerment), PPTA = 
project preparatory technical assistance, RIS = rural infrastructure support, SWOP = Supporting Water Operators’ Partnership, WATSAN = water and sanitation. 
Source: ADB  
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