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IED PCR Validation Report Form 
 

A. Basic Project Data PCR Validation Date: May 2009 
Project and Loan 
Number: 

INO 27358 and Loan 1587-INO Appraisal Actual 

Project Name: Metropolitan Medan Urban 
Development Project 

Total Project Costs  
($ million): 

198.2 141.7 

Country: Indonesia  Loan ($ million): 116.0 74.5 
Sector: Multisector (Infrastructure) Total Cofinancing  

($ million): 
0.0 0.0 

ADF: – Borrower ($ million): 82.2 67.1 ADB Financing  
($ million): OCR: 116.0 million Beneficiaries ($ million): 0.0 0.0 
Cofinanciers:  Others ($ million): 0.0 0.0 
Approval Date: 8 December 1997 Effectiveness Date: 30 March 

1998 
30 March 
1998 

Signing Date: 3 February 1998 Closing Date: 30 September 
2003 

31 December 
2006 

Project Officers: 
 

Name: 
A. Williams, Senior Urban 
Development Specialist 
L. Pochard, Project 
Implementation Officer  
S. Hs, Senior Project 
Officer 
L. Pochard, Project 
Implementation Officer 
L. Kulp, Project 
Implementation Specialist 

Location (HQ or RM): 
AEWU, HQ 
IRM 
IRM 
IRM 
IRM 

From: 
1996 
1999 
2001 
2002 
2003 

To: 
1999 
2001 
2002 
2003 
2005 

Evaluator: 
 
Quality Control 
Reviewer/Peer 
Reviewer: 

N. Sato, Consultant 
 
T. Ueda, Senior Evaluation 
Specialist, IED2 

Director: R.B. Adhikari, IED1 

– = not applicable, ADB = Asian Development Bank, ADF = Asian Development Fund, HQ = headquarters, IED1 = 
Independent Evaluation Division 1, OCR = ordinary capital resources, PCR = project completion report, RM = 
resident mission. 
 
B. Project Description (summarized from the RRP) 
 

(i)  Rationale. Prior to the Project, Asian Development Bank (ADB) financed the Medan Urban 
Development Project1 and the Second Medan Urban Development Project2 to improve urban 
infrastructure in Indonesia’s Medan area. The demand for access to urban infrastructure was 
increasing rapidly and outstripping the Government’s ability to deliver and sustain adequate 
levels of municipal services. Urban growth was expanding across local government 
administrative boundaries, and no authority was responsible for overall urban planning. 
However, improving urban infrastructure and services was considered vital to generate health, 
environmental, social and economic benefits, and the reduction of urban poverty.   

 
In addition to infrastructure development—focusing on roads, water supply, sanitation, flood 
control, drainage, and solid waste management—the Project was designed with the following 
components: (a) achieving the Government's urban sector policy and development priority; and 
(b) supporting metropolitan-wide socioeconomic development by strengthening the institutional 

                                                      
1  ADB. 1981. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 

Republic of Indonesia for the Medan Urban Development Project. Manila (Loan 0550-INO). 
2  ADB. 1988. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 

Republic of Indonesia for the Second Medan Urban Development Project. Manila (Loan 0919-INO). 
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and financial capabilities of the participating central, provincial, and local government agencies 
and local water supply enterprises (PDAMs).  
 
Regarding financial and economical impacts, the economic internal rate of return (EIRR) and 
financial internal rate of return for each project component were estimated to be about 10% to 
more than 40% for flood control, drainage, and roads, and 10%–20% for water supply. 

 
(ii) Impacts. The expected impacts were to (a) improve living conditions in the project area, (b) 

develop conditions conducive to private sector participation in the delivery, and operation and 
maintenance (O&M) of basic urban infrastructure and services, (c) support subregional 
cooperation in the Indonesia–Malaysia–Thailand Growth Triangle, and (d) promote beneficiary 
consultation and participation in the design and O&M of community-based components. The 
improvement of living conditions would, in turn, raise public health standards, increase access 
to basic infrastructure and services, and improve urban environmental conditions. 

 
(iii) Objectives or Expected Outcomes. The original project outcomes as defined in the report 

and recommendation of the President (RRP) were (a) to increase the capacity and capability of 
local governments and PDAMs to provide, operate, manage, and maintain basic infrastructure, 
essential urban services, and equipment; and (b) to improve existing and provide new basic 
infrastructure, essential urban services, and associated equipment by 2003.  

 
(iv) Components and/or Outputs. The components and/or outputs were (a) part A, to improve 

existing facilities, provide new infrastructure, and provide essential equipment for O&M; and (b) 
part B, to increase the capability and capacity of local governments and urban service delivery 
agencies to provide, operate, manage, and maintain basic infrastructure and services. 

 
      Part A included (a) improvements to the water supply system for Medan, Binjai, and Deli 

Serdang to reduce water loss, expand the distribution systems, and increase the number of 
service connections; (b) septic tank maintenance to improve standards of domestic hygiene 
and reduce environmental pollution caused by the uncontrolled discharge of polluted 
wastewater; (c) river channel normalization and improvement works (i.e., flood control) to 
protect urban land from flooding; (d) rehabilitation and expansion of urban drainage systems to 
maximize the benefit of the flood control measures and to improve drainage conditions; (e) 
improvements to urban, primary, and secondary arterial roads to increase mobility, reduce 
traffic congestion, and ease vehicle-related pollution such as noise and exhaust emissions; and 
(f) improvement and expansion of the solid waste collection and disposal service to remove 
waste products from the urban area, improve the urban environment, safeguard public health, 
and reduce drainage system clogs.  
 

      Part B included (a) maintenance for roads, drainage, sanitation, solid waste facilities, and 
equipment; (b) financial management, including modified tariff structures and cost recovery 
mechanisms; and (c) improved institutional development and revenue enhancement action 
plans. 

 
C. Evaluation of Design and Implementation (PCR assessment and validation) 
 

(i) Relevance of Design and Formulation. The project completion report (PCR) clearly 
described the Project’s design and formulation as "highly relevant." The project design 
followed the urban sector and development priorities of the Government's Sixth Five-Year 
Development Plan (1994/95–1998/99) (REPELITA VI) and ADB's sector strategy for 
Indonesia.  

 
      The process of designing and formulating the Project was also rated as "highly relevant." 

Although local governments and PDAMs, with assistance from consultants, originally prepared 
the Project, it amounted to $600 million, which was beyond the institutional and financial 
capacity of the implementation agencies. Therefore, ADB initiated and assisted in the Project’s 
reformulation incorporating (a) experience and lessons, such as infrastructure prioritization and 



additional needs, to strengthen capacity further; (b) the outcome of related ADB-funded small-
scale technical assistance; and (c) continuous dialogue with the Government. 
 

(ii) Project Outputs. Outputs are outlined below separately. Due to the Asian financial crisis and 
unsuccessful acquisition of project land/sites, the project scope had to be modified repeatedly 
during implementation. The financial crisis caused the Indonesian rupiah to depreciate fivefold 
against the United States dollar, and the unsuccessful acquisition was due to insufficient 
feasibility study preparation and underinvolvement of communities during the design stage.  

      The PCR discussed the envisaged and actual output of each component. The reasons for 
scaling down the outputs for each component were partly described. The main text and 
Appendixes 1 and 2 of the PCR presented the output of each component. The evaluation, 
including recommendations for each component, is as follows.   

Part A: Infrastructure 
 
(a) Water supply: The following discrepancies are found regarding the water supply component in 
the PCR. 

Item Main Text Appendixes 1 and 2 
Correct Data as 

Confirmed by IRM 
PDAM Tirtanadi    
Reservoir 4,000 square meters 4,000 cubic meters 4,000 cubic meters 
Secondary Distribution 300 kilometers 261 kilometers 261 kilometers 
Service Connections 29,000 28,000 28,000 
PDAM Tirtasari    
Distribution Network 7.60 kilometers 77.6 kilometers 7.60 kilometers 
IRM = Indonesia Resident Mission, PDAM = local water supply enterprise 

According to para. 15 of the PCR, the unaccounted-for-water (UFW) was reduced during the Project 
implementation, which was key to sustain the PDAMs’ financial sustainability. However, the PCR 
noted that initial data on UFW and target UFW were not provided at appraisal. After the Project 
started, data on UFW were obtained and presented for the reduction from 2002 to 2006 in the PCR, 
however, pre-2002 figure is not recorded, thus, strictly speaking, difficult to ascertain the extent of 
accurate project impact.  

 
(b) Sanitation: The Ministry of Finance did not approve the provision of six septic tank maintenance 
vehicles and equipment for Medan and Binjai because the subsidiary loan agreements (SLAs) were 
never signed between the local governments and the central government. As a result, the sanitation 
component did not have any outputs except for central government-provided high-pressure sewer-
flushing trucks for Medan. The SLAs would have guaranteed (a) increasing the water tariff every 2 
years, (b) ensuring that annual general allocated funds from the central government to the local 
government concerned be deducted when a PDAM is unable to repay the debt, and (c) pledging that 
a PDAM should not provide any contribution in cash to a local government during the subloan period. 
The reason for the failure to secure the intended SLAs should have been detailed in the PCR.   

 
(c) Flood control: Land acquisition is often the most challenging issue in infrastructure projects. 
Therefore, ADB should have been prepared, and it is hard to believe that this was not foreseen during 
the design stage. In addition, in Medan, the flood control component in Deli River upstream was 
cancelled, and Deli River downstream was added, however, the PCR does not clearly provide the 
reason for this scope change.   

 
(d) Drainage: The quantity of drainage improvement was revised under the Project’s reformulation as 
243.92 kilometers (PCR, para. 19). However, the actual output was 216.33 kilometers (PCR, Table 
A2.4, Appendix 2 and para. 7, Appendix 10) and confirmed as such by the Indonesia Resident 
Mission. 

 
(e) Solid waste management: The Ministry of Finance did not approve the SLA for this component. 
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Since this component’s financing was planned to be through on lending or the SLA, the central 
government, instead, provided the funds for the purchase of two bulldozers and an excavator.   

 
(f) Urban roads: Road improvement was scaled down mainly due to land acquisition issues. 
Although this target was not reached, traffic congestion was reduced. To increase impact, the central 
and provincial governments have initiated construction of the connecting road infrastructure, which 
will be an important post-ADB project. 

 
Part B: Institutional Development 
 
(a) Project implementation assistance: This assistance was provided for counterpart agencies to 
implement the six components under part A properly. At project completion, project implementation 
units were capable of handling their responsibility of this type of project more independently.  

 
(b) Action plan preparation assistance: This assistance was not implemented as appraised. The 
reasons for this, as described in the PCR, are (a) delayed recruitment of consultants, (b) decreased 
possibility of government agencies conducting action plans, and (c) PDAMs allocating their own 
budgets for the corporate plans. The background for this cancellation should have been provided in 
the PCR.  

 
(c) Benefit monitoring and evaluation assistance: This assistance was to conduct training for 
government officials through two workshops on understanding and executing baseline surveys; 
processing data; and reporting on socioeconomic, environmental, and physical impacts. The 
envisaged assistance at appraisal should have been mentioned and compared with the actual in the 
PCR.  

 
(iii) Project Cost, Disbursements, Borrower Contribution, and Conformance to Schedule (as 

relevant to project performance). Estimated project cost at appraisal was $198.2 million, 
with ADB lending $116.0 million. The Project was restructured, and the cost was revised in 
1998, 1999, and 2000. The actual project cost was $141.7 million, 71% of that at appraisal. 
The actual loan amount was $74.5 million, 64% of that at appraisal. The breakdown of the 
project costs were summarized as loan amount, currency-wise cost, cost for each category of 
work, and cost for each infrastructure component and service in Appendixes 3 and 4 of the 
PCR.  

 
      The Project was to be completed on 30 September 2003. However, due to land acquisition and 

resettlement problems, delays in consultant selection, SLA approval issues, procurement 
problems, project organization and management, and disbursement, the loan closing date was 
extended to 31 December 2006. The final disbursement was conducted on 2 April 2007.  

 
(iv) Implementation Arrangements, Conditions and Covenants, and Related Technical 

Assistance, Procurement, and Consultant Performance. The implementation arrangement 
was prepared as agreed at appraisal. However, the implementing agencies (local governments 
and PDAMs) were not well-functioning at appraised due to a lack of coordination among 
provincial project management units, project management units, project implementation units, 
and other agencies.    

 
      Appendix 8 of the PCR presented each covenant with its compliance status. Most covenants 

were complied with, but not those related to land acquisition, causing significant delays to 
project implementation.   
 

       Initially, the project cost was estimated at $600 million. Since the cost was beyond the 
Executing Agency’s financial and institutional capacity, technical assistance was dispatched by 
ADB through which the Government identified feasible high-priority infrastructure investments 
and necessary institutional capacity-building measures for the project area.   

 
(v) Performance of the Borrower and Executing Agency. The performance of the Borrower 



and Executive Agency were rated as "partly satisfactory" by the PCR, with which the 
Independent Evaluation Department (IED) agrees. Delays, such as in selecting consultants 
and establishing the provincial project monitoring unit, project monitoring units, and project 
implementation units, were described in the PCR. Although this was an especially difficult 
period of time for the country, because of the Asian financial crisis and the transition period to 
decentralization, these delays could have been avoided by better performance of the Borrower 
and Executing Agency.   

 
(vi) Performance of Asian Development Bank. ADB’s performance was rated as "partly 

satisfactory" by the PCR, with which IED agrees. The PCR pointed out the necessary 
improvement for future urban projects to be much more successful through ADB's design, 
formulation, and implementation work. Urban infrastructure development projects 
frequently face land acquisition issues, but if land availability is thoroughly examined 
before project implementation, a project can effectively start as planned. Resettlement is 
another fundamental issue in infrastructure projects, often causing implementation to be 
significantly delayed. For this Project, a resettlement specialist was included after the 
February–March 2004 review mission, but it was too late to dispatch a specialist or a 
consultant for a special administration review mission to remedy the situation. The 
magnitude of compounded problems called for much earlier special intervention by ADB. 

 
D. Evaluation of Performance (PCR assessment and validation) 
 

(i)  Relevance. The PCR rated the Project as "partly relevant," and IED concurs. The Project could 
be rated as "highly relevant" if the implementation was conducted as planned at appraisal. 
However, issues related to land acquisition, resettlement, and SLA signing revised the Project’s 
relevance significantly. Although implementation was conducted based on the revised plan, the 
revised plan had far fewer outputs than at appraisal.  

 
(ii) Effectiveness in Achieving Outcome. IED rates the Project as "less effective" in achieving 

outcome, as did the PCR. For infrastructure development, the Project consisted of six 
components, none of which were achieved in terms of physical work, impact, or economic 
feasibility. For institutional development, project implementation assistance was conducted 
through consultants’ input, and the action plan preparation was considered less important as 
the Project progressed. Consequently, ADB cancelled the action plan preparation, allocating 
the budget to provincial project monitoring unit strengthening, which was effective in achieving 
its objectives. 

 
(iii) Efficiency in Achieving Outcome and Outputs. The PCR rated the Project as "less efficient" 

in achieving outcome and outputs, with which IED concurs. The Project was delayed and its 
scope reduced. The economic internal rate of return (EIRR) estimates at project completion 
were lower than those at appraisal, and the PCR noted that most of the EIRRs were below the 
cutoff rate of 12% (para. 66). However, the actual EIRRs’ range for flood control, urban roads, 
and water supply (para. 66) did not correspond to the values presented in the PCR’s Appendix 
9, which estimated them at over 12%.  

 
(iv) Preliminary Assessment of Sustainability. The PCR rated the Project as "likely sustainable." 

IED concurs with this rating. Water supply and some portion of the road components incur 
revenues, which contributes to sustainability. However, other components largely depend on 
budget allocation from the Government. At the earliest possible time, a clear formula should 
have been prepared for an O&M budget, and a clear line of responsibility drawn between the 
central and provincial or local governments.  

 
(v) Impact (both intended and unintended). The Project had positive impacts on (a) improving 

public health through the water supply, sanitation, and solid waste components; (b) protecting 
infrastructure and private property through the flood control and drainage components; and (c) 
easing traffic congestion, contributing to reduced air and noise pollution. In addition, institutional 
development was achieved through workshops and on-the-job training. However, community 
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participation was not successfully carried out, key issues on land acquisition and O&M of the 
built facilities remained unsolved, and community-based planning should have been 
incorporated. 

 
E. Overall Assessment, Lessons, and Recommendations (Validation of PCR assessment) 
 

(i) Overall Assessment. The PCR rated the Project’s overall assessment as "partly successful," 
with which IED concurs.  

 
(ii) Lessons. The PCR identified five useful lessons, with which IED agrees.  
      Regarding the PCR’s lessons (para. 79), the task of supervising construction work is generally 

included in consultants’ terms of reference. However, there are usually two reasons that 
consultants are unable to supervise these contractors properly, as in this Project: (a) the 
consultants are unqualified to do so; or (b) their person-months are inadequate to execute their 
terms of reference. The quality of any contractor's work must meet technical specifications, and 
if the required quality is beyond the local contractors' capability, the bidding system should be 
applied for international competitive bidding to achieve the certain level of work quality even 
though cost increases. 

 
(iii) Recommendations. IED agrees with the PCR’s recommendations. Project preparation, 

including design and formulation, is key to having the envisaged output at appraisal. 
Specifically, if severe issues are recognized during the processing or implementation stage, 
countermeasures—such as adding more person-months to consultant inputs or engaging the 
borrowing government in addressing an issue or in easing deadlock—could lead to less 
implementation delays.  

 
      Land acquisition problems often occur in urban development projects, and their costs, due to 

delays and unaccomplished impacts, can be high. For this Project, land acquisition costs 
reached 20% of the total project cost. A resettlement specialist was dispatched to the Project 
more than 5 years after the loan’s effective date, which was too late. Therefore, if possible, 
land acquisition and resettlement specialists should be involved from the beginning of a project. 
Moreover, to improve contractors’ work quality, foreign quality assurance advisors should be 
dispatched, which in this Project, resulted in success. 

 
F. M&E Design, Implementation, and Utilization (PCR assessment and validation) 
 

Information is not available on detailed monitoring and evaluation (M&E) design, implementation, 
and utilization for this Project. Monitoring seems to have functioned in identifying the necessity of 
revising the project’s scope. However, there is not enough information on whether the manner was 
appropriate.  

 
G. Other (e.g., safeguards, including governance and anticorruption; fiduciary aspects; 

government assessment of the Project, as applicable) (PCR assessment and validation) 
 

No issues were noted in the PCR. 
 

H. Ratings PCR IED Review 

Reason for 
Disagreement/ 

Comments 
Relevance: Partly relevant Partly relevant  
Effectiveness in Achieving 
Outcome: 

Less effective Less effective  

Efficiency in Achieving 
Outcome and Outputs: 

Less efficient Less efficient  

Preliminary Assessment of 
Sustainability: 

Likely Likely  



Borrower and Executing 
Agency: 

Partly satisfactory Partly satisfactory  

Performance of ADB: Partly satisfactory Partly satisfactory  
Impact:  Positive Positive  
Overall Assessment: Partly successful Partly successful  
Quality of PCR:  Partly satisfactory See next item 
 
I. Comments on PCR Quality 
 
The Project consisted of six components for infrastructure and three components for institutional
development, and a wide variety of output deviations between appraisal and actual were found and 
summarized appropriately in the PCR. The PCR assessment was candid and appropriately self-critical. 
This validation report mentioned potential improvements such as in section C (ii) and section D (iii).  
 
 
 
 
 
 
 
 
 

 
J. Recommendations for IED Follow-Up 
 
No follow-up action is required. 
 
K. Data Sources for Validation 
 
These include back-to-office reports, memoranda of understanding, the PCR, and RRP. 



 

REGIONAL DEPARTMENT’S RESPONSE TO THE PROJECT COMPLETION  
VALIDATION REPORT 

 
 
 

On 21 January 2009, the Independent Evaluation Department (IED) circulated the draft Project 
Completion Validation Report for interdepartmental comments. IED received comments from the 
Indonesia Resident Mission on 29 January 2009. The Resident Mission, also speaking on 
behalf of the Southeast Asia Department, supports the assessment which was provided in IED’s 
Project Completion Validation Report. 
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