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I. PROJECT DESCRIPTION 

A. Rationale  

1. Since the 1990s, the Government of Indonesia has made poverty alleviation a major 
development priority. The causes of poverty include the lack of access to basic services such as 
education, health, sanitation, and water supply; absence of economic opportunities; limited 
access to capital; and poor rural connectivity and infrastructure. The poor are also vulnerable to 
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external shocks and the large numbers of “near poor” are at risk of falling back into poverty in the 
event of sickness, natural disaster, harvest failure, rising food prices, or economic recession.1 
 
2. Despite significant improvements, infrastructure investments in Indonesia had fallen to a 
low of 2% in 2000 and only reached 3% in 2009, reflecting a sharp decline in public and private 
spending. Infrastructure conditions in many rural areas were poor. Rural roads were deteriorating 
because of inadequate maintenance. The percentage of Indonesians with access to improved 
sanitation facilities had risen since 1993, but progress was slower than in other countries in the 
region at similar levels of economic development. In 2009, only 51% of the national population 
had access to improved sanitation. The percentage of rural communities with access to sanitation 
facilities was 34%.  

 
3. The government’s National Medium-Term Development Plan (RPJMN) 2010–20142 
targeted an average growth of 6%–7% per year, with a reduction in the poverty rate from 14.2% in 
2009 to 8%–10% by 2014. The plan included the PNPM Mandiri (National Program for Community 
Empowerment) as a development tool, its foremost poverty reduction program. PNPM Mandiri 
provided assistance to poor rural and urban communities nationwide through up to three cycles 
of block grants for improving essential social services and basic infrastructure.  

 
4. The government requested the Asian Development Bank’s (ADB) support for the 
PNPM Mandiri scheme to further upgrade basic rural infrastructure in poor villages and promote 
community-driven sanitation development. The project was in line with the government’s 
RPJMN, and ADB’s Country Strategy and Program for Indonesia 2006–20093 and Country 
Operations Business Plan: Indonesia, 2010–2012,4 which emphasized investment in rural 
infrastructure. 

 
5. The modality adopted was project lending. The project was intended to complement other 
ADB-financed projects in Indonesia including the Rural Infrastructure Support to the 
PNPM Mandiri Project (RIS-PNPM) for $50.0 million and the RIS-PNPM Project II for 
$84.2 million. The RIS-PNPM gave the poor significantly better access to nearby markets, 
improved the supply of water for domestic use, and facilitated access to public health facilities 
and good-quality education services. Infrastructure built using the community-driven development 
(CDD) approach cost much less (by about 40%) than similar works built by contractors. The RIS-
PNPM Project II continued the support provided by RIS-PNPM I, financing two cycles of village 
planning and block grants in about 1,500 villages in four provinces and also followed a 
CDD approach. 
 
B.  Expected Impacts, Outcomes, and Outputs  

6. The project’s expected impact was reduced poverty in the project areas. The project’s 
envisaged outcome was improved access to both service delivery and healthy living conditions 
for the poor, near-poor, and women in the project communities. 
 

                                                
1 ADB. 2011. Report and Recommendation of the President to the Board of Directors: Proposed Loan and 

Administration of Technical Assistance Grant to the Republic of Indonesia for Urban Sanitation and Rural 
Infrastructure Support to the PNPM Mandiri Project. Manila. 

2 The government‘s RPJMN emphasized that rural infrastructure investment was an important means of reducing 
poverty and addressing regional disparities by improving access to services and markets while creating jobs. 

3 ADB. 2006. Country Strategy and Program: Indonesia, 2006–2009. Manila 
4 ADB. 2009. Country Operations Business Plan: Indonesia, 2010–2012. Manila.  
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7. The expected outputs were (i) strengthened capacity for community planning and 
development, (ii) improved rural basic infrastructure through community development grants, and 
(iii) improved sanitation services through urban neighborhood development grants. 

 
C. Provision of Inputs  

 
8. The loan approved on 5 August 2011 became effective on 15 November 2011, about 
1.5 months ahead of the targeted schedule. The planned closing date was 30 June 2015. There 
was no closing date extension. However, the project completion report (PCR)5 indicated that the 
loan account was kept open until 23 November 2016 to facilitate the refund of unused loan 
proceeds. 
 
9. At appraisal, the estimated project cost was $135.6 million of which $100.0 million 
(73.7%) was proposed for ADB financing and $35.6 million (26.3%) was counterpart funding 
($21.5 million from central government, $6.1 million from local government, and $8.0 million from 
beneficiaries). At project completion, the actual cost was $121.8 million. ADB financed 
$95.6 million and counterpart funding was $26.3 million. The $13.8 million reduction in project 
cost resulted from significant depreciation of the rupiah (Rp) against the dollar.  

 
10. At appraisal, it was assessed that about 3,015 person-months ($7.9 million) of consulting 
services were to be provided to support overall project implementation and management. A total 
of six contracts were initially awarded for domestic consulting services for national and regional 
project management consultants for South Sumatra, Riau and Jambi, Lampung, Central Java, 
and Daerah Istimewa (DI) Yogyakarta, and east Java/Sulawesi.6 A total of 3,165 person-months 
($7.7 million) of consulting services input were required during implementation by completion. 
 
11.  The project was classified as category B for environment, and land acquisition and 
resettlement, and category C for indigenous peoples. Environmental assessment and review 
frameworks were prepared.  

 
12. The project was categorized as effective gender mainstreaming. A gender action plan 
(GAP) was prepared and gender targets were set. 

 
13. The project was accompanied by a $1 million capacity development technical assistance 
(CDTA) on Strengthening Sanitation Planning and Efficiency Improvement funded by the Japan 
Fund for Poverty Reduction (JFPR).7 The CDTA was formulated to assist the government in 
institutionalizing sanitation-related advocacy and training programs. Specifically, this technical 
assistance was intended to support the reduction of environmental pollution, and thus covered 
only the urban sanitation portion of the project. 

 
D. Implementation Arrangements 

14. The project used the existing implementation arrangements established under the 
ongoing ADB-funded RIS-PNPM projects, and continued working with the established district and 
provincial implementation units. The project was implemented in 36 districts located in the 
                                                
5  ADB. 2017. Completion Report: Urban Sanitation and Rural Infrastructure Support to the PNPM Mandiri Project in 

Indonesia. Manila. 
6  ADB (Southeast Asia Department). 2012. Memorandum of Understanding for Inception Mission to Indonesia. Urban 

Sanitation and Rural Infrastructure Support to the PNPM Mandiri Project. Back-to-office report. 2 November 
(internal).  

7  Attached to footnote 1. 
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provinces of Lampung, Jambi, Riau, and South Sumatra (rural infrastructure component); and in 
34 districts and cities in Central Java, East Java, DI Yogyakarta, South Sulawesi, and North 
Sulawesi provinces (urban sanitation component). 
 
15. The envisaged implementation arrangement was that overall coordination of the project 
was to be undertaken by the oversight body, PNPM Mandiri Coordinating Team and Steering 
Committee. The project executing agency was to be the Directorate General of Human 
Settlements (DGHS), within the Ministry of Public Works and Housing (MPWH). A central project 
management unit was to be established at DGHS with five staff to provide overall coordination 
and management. Provincial project implementation units (PPIUs) were established in nine 
participating provinces with three to five staff in each PPIU. District project implementation units 
(DIUs) were established in 71 districts and cities also with three to five staff in each unit. 
 
16. Following the PNPM Mandiri guidelines, community facilitators were deployed under the 
project to (i) assist communities to carry out poverty mapping, (ii) identify problems and needs, 
(iii) evaluate community implementation capacity, (iv) develop efficient planning and decision-
making processes, (v) establish and run community implementation organizations (CIOs), 
(vi) formulate development plans and specific investment plans to be financed by block grants, 
(vii) prepare technical designs and implement civil works, and (viii) formulate and implement 
operation and maintenance (O&M) plans to ensure the sustainability of completed facilities. Each 
participating village/neighborhood worked through the CIO which comprised five members, with 
at least 40% women, who are elected or reconfirmed by the community. The CIO had to be 
approved by the village head/neighborhood official and registered with the district satker,8 which 
was a prerequisite for opening a CIO bank account.  
 
17. The actual implementation arrangement was similar to that envisaged. Community 
facilitators were appointed and assisted communities to identify problems and needs and to 
formulate development plans. The CIOs took the lead in developing village investment plans in 
close cooperation with the community members. The village investment plans included the final 
technical designs and cost estimates. Following their approval at a village assembly and at the 
district project implementation unit (DPIU), a contract would be executed between the CIO and 
the district project managers and the first installment of the block grant released. Civil works were 
undertaken by communities with technical guidance from the community facilitators, DPIUs, and 
consultants. Community development block grants were transferred directly to community bank 
accounts managed by the CIOs. For the implementation of output 3 (improved sanitation 
services), block grants were provided to urban neighborhoods to specifically improve community-
driven sanitation services and construct public bathing, toilets, and washing facilities (MCK); and 
to improve communal sewerage systems, waste treatment, and disposal/reuse systems.  

 
18. The related CDTA (para. 13) was specifically intended to support the reduction of 
environmental pollution. Training modules and a certification scheme for the sanitation facilitators 
were prepared, hygiene and sanitation behavioral change campaigns undertaken, and training in 
wastewater collection and treatment system management provided. A survey undertaken on 
CDTA completion concluded that the overall urban sanitation project met most targets, the 
majority of beneficiaries (97%) were satisfied with the infrastructure improvements, and the 
project benefited more than three million people.9  

 

                                                
8 Satker is a regional working unit of Ministry of Public Works and Housing (MPWH). 
9 Footnote 5, Appendix 12: Technical Assistance Completion Report. 
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19. The PCR reported that the loan covenants were generally complied with. One covenant 
pertaining to ensuring that the project operated in accordance with the detailed arrangements set 
forth in the project administration manual was partially complied with. Partial compliance related 
to frequent delays in submission of quarterly progress reports because of weak project monitoring 
and evaluation. No conditions or covenants were modified, suspended, or waived.  

II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 

20. The PCR rated the project relevant and aligned with the government’s development 
strategy and ADB’s sector strategies. The project objectives were consistent with government’s 
RPJMN 2010–2014, and in line with the national policy and strategy for the water supply and 
sanitation sectors set by the MPWH. The project was also consistent with ADB’s country strategy 
program 2006–2009 for Indonesia. 
 
21. This validation views the project was well aligned with government and ADB strategies. 
The project was designed to apply a CDD approach, which was in line with the government’s 
strategy to increase community participation by strengthening project ownership, transparency in 
implementation, and accountability. This approach was based on key lessons from previous urban 
sanitation activities in Indonesia, which indicated that (i) community members should be involved 
from the outset; (ii) land would be made available for facilities once the importance of improved 
sanitation was understood; and (iii) all community members, including women, should be involved 
in the planning and implementation process. 

 
22. At concept paper review stage in 2010, it was highlighted that to ensure that community 
sanitation facilities were integrated within city development plans, only neighborhoods located in 
cities with an approved city sanitation strategy should participate in the project.10 Neighborhoods 
were to be selected based on poverty incidence, inclusion of all community members in the 
decision-making process, and willingness to improve overall hygiene and health environments in 
the neighborhood. These requirements were generally adhered to, included in project 
implementation, and contributed to project success.  

 
23. The project did not require change in scope during implementation. Notwithstanding the 
project’s positive strategic alignment with government strategies and ADB’s country strategy, and 
despite the use of existing implementation arrangements established under previous ADB 
projects, sanitary and civil engineers designed the wastewater facilities under output 3. The 
government considered the decentralized wastewater systems as an intermediate solution for 
poor, densely populated areas until full municipal sewerage networks and wastewater treatments 
could be implemented. Three types of basic wastewater systems were constructed for 
communities: (i) community sanitation centers that included public toilets, and bathing and 
washing facilities constructed over a primary treatment system (known as the MCK+); (ii) shallow 
sewerage systems connected to a communal anaerobic digester; and (iii) combined systems with 
both shallow sewers with house connections and a MCK facility at the digester site. The local 
wastewater networks constructed under output 3 were expected to be integrated and connected 
into a wider sewer system with centralized treatment in the future. 

 

                                                
10 ADB (Southeast Asia Department). 2010. Minutes of Departmental Concept Paper Review Meeting in Indonesia:  

Urban Sanitation and Rural Infrastructure Support to PNPM Mandiri Project (USRI). Back-to-office report. 
16 September (internal). 
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24. The latest effluent tests carried out revealed that 20% of 560 wastewater treatment 
facilities (IPALs) did not comply with national or provincial effluent discharge standards.11 The 
PCR stated that design flaws in the project’s IPALs could not be excluded. If the intention was to 
ultimately integrate peri-urban community wastewater facilities into expanded centralized 
wastewater treatment systems, more attention should have been paid to the design and 
construction supervision of the IPALs. It is feasible to obtain a reasonable wastewater effluent 
standard from a properly designed anaerobic baffled reactor or anaerobic filter system.  

 
25. Despite some issues in design, the project was largely aligned with country development 
priorities and pertinent to ADB country and corporate strategies, and a CDD approach–enhanced 
ownership of project outputs. This validation therefore views the project relevant. 

 
B. Effectiveness in Achieving Project Outcomes and Outputs 

26. The PCR rated the project effective. It noted that most performance indicators’ targets 
were achieved or exceeded. Village residents gained access to better village infrastructure. 
Benefits included easier transport access, reduced transport costs, and improved sanitation. Most 
beneficiaries reported that they were satisfied with the improvements provided by the project. 
 
27. The expected project outcomes were improved villager access to rural infrastructure, 
villagers satisfied with improvements, increased awareness of sound sanitation and hygiene 
practices, and increased access to sanitation. The project supported the national program for 
community empowerment; it had significant impact on how the demand of the community can be 
reflected in the planning and allocation of funds to deliver infrastructure. Overall, the program 
facilitated the establishment of more than 1,000 CIOs in villages and more than 1,400 CIOs in 
urban neighborhoods, which exceeded the original target of 600 (detail in para. 28); improved 
villager access to rural infrastructure increased by 3.6 million persons in 1,141 villages (target: 
0.6 million poor people in 600 villages); and 97% of villagers were satisfied with the improvements 
(target: 50% beneficiaries). On physical infrastructure outputs, there were some targets that were 
not fully achieved, such as the third component (para. 30), sanitation target realized by (actual) 
327,999 individuals (including 181,000 poor) against the original 500,000 beneficiaries (planned). 

 
28. Output 1 on strengthened capacity for community planning and development targeted 600 
villages12 in Jampung, Lampung, Riau, and  South Sumatra; and 1,350 urban neighborhoods in 
Central Java, DI Yogyakarta, East Java, North Sulawesi, and South Sulawesi. Planning targets 
were fully met with functioning CIOs, formulated medium-term poverty reduction plans, and 
prepared investment and implementation plans in 1,141 villages and 1,438 urban neighborhoods 
achieved (target: 600 villages, 1,350 urban neighborhoods); and 6,476 planning meetings for 
women in each village and neighborhood achieved (target: 2 planning meetings for women in 
each village and neighborhood).  
 

                                                
11 ADB. (Southeast Asia Department). 2016. Memorandum of Understanding of Project Completion Review Mission to 

Indonesia: Urban Sanitation and Rural Infrastructure Support to PNPM Mandiri Project. Back-to-office report (para. 
27). 10 February (internal). 

12 These included 48 villages in Jambi, 167 in Lampung, 101 villages in Riau, and 284 in South Sumatra. 
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29. Output 2 on improved rural basic infrastructure partially met the output targets.13 Specific 
results included one cycle block investment (Rp250 million)14 for 525 villages, two cycles block 
investment for 414 villages, and three cycles block investments for 149 villages (target: two cycles 
block investments for 600 villages for rural infrastructure); gender audits for 1,141 villages (target: 
gender audits for 600 villages); 96.7% of beneficiaries interviewed reported that infrastructure was 
in good condition at the time of survey but had some unresolved O&M issues (target: 70% of 
infrastructure works evaluated as being of high quality with functioning O&M); and 
143,180 person-months of employment opportunities with 20% female participation (target 
230,000 person-months of employment opportunities with 30% female participation). Output 2 
grant proceeds were mostly used to finance the construction or upgrading of 1,420-kilometer rural 
roads and 1,000 bridges. About 79% of the grants were used to finance the construction of 
transport facilities, 17% for drainage and micro-flood management facilities, 3% for water supply 
and sanitation facilities, and 1% for irrigation facilities. The fact that the majority of funds were 
used to construct transport facilities such as roads that can benefit more community members 
than other interventions, such as water supply and sanitation facilities.15 

 
30. Output 3 on improved sanitation services benefited 1,438 urban neighborhoods16 more 
than the targeted 1,350 neighborhoods. Specific output targets met were as follows: (i) block grant 
investments of Rp350 million17 for wastewater and sanitation facilities were constructed in 
1,438 urban neighborhoods (target: 1,350 urban neighborhoods); (ii) 1,005 community-based and 
decentralized IPALs, 234 MCKs, and 199 mixed systems (MCKs+IPALs) were constructed; (iii) 
gender audits were conducted in 2013 and 2014 during the preparation phase (target: gender 
audits completed for all block grant investments); (iv) 95% of the infrastructure works were of high 
quality albeit with some O&M not fully functioning (target: 80% of infrastructure works evaluated 
as being of high quality and have functioning O&M arrangements); and (v) 160,140 person-
months of employment opportunities with 12% female participation was achieved (target: 
500,000 person-months of immediate employment opportunities are generated in the project 
villages with at least 30% to women). Of the 1,438 completed sanitation facilities, 17 facilities in 
Manado City were not in use as they were damaged due to the flash flood in 2014. One percent 
of all of the facilities were not functional including one facility each in Kebumen, Manado, and 
Surakarta; and seven in Surabaya. Thus, 1,411 facilities were functional (98%), while, 64% of the 
facilities were operated with below target users, 19% met the target, and 17% exceeded the 
target. Overall, about 327,900 persons benefited from the project, of which 181,000 were poor.  
 
31.  On safeguards, as mentioned in para. 11, the project did not have significant foreseen 
risk. No land acquisition or resettlement was required. Because of the expected small-scale civil 
works, most expected negative environmental effects were site-specific, short-term, and 
temporary, and able to be mitigated. The PCR indicated that community members and 
government agencies donated the required land.18 No comment on any negative impact on 
indigenous peoples was provided in the PCR or during ADB review missions.  

 

                                                
13 Footnote 5, Appendix 5: Key Results Urban Sanitation, Table A5.1. The indicators were assessed as being partially 

met for output 2, i.e., two cycles block investment partially achieved for 414 villages against target 600 villages, 
gender audits achieved; O&M indicators partially achieved; and employment opportunities for males and females 
only partially met. Overall assessment is outputs were partially met.  

14 Rp250 million = $18,713 in 30 June 2015. 
15 Footnote 11, para. 51, item (iii). 
16 The breakdown of urban neighborhoods that benefited from output 3: 710 in Central Java, 142 in DI Yogyakarta, 432 

in East Java, 82 in South Sulawesi, and 72 in North Sulawesi. 
17 Rp350 million = $26,200 in 30 June 2015. 
18 Footnote 5, Appendix 11: Status of Compliance with Loan Covenants. 
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32. On gender, the project was classified as effective gender mainstreaming. The GAP was 
implemented satisfactorily, and most targets were achieved. Out of 36 required gender measures 
with indicators, 11 activities had numerical targets. Most of the GAP activities were completed. 
The project provided opportunities for women to obtain additional income through their 
involvement in project construction. The project targeted that at least 30% of the employment 
opportunities should be provided to women and 30% of participants in capacity building activities 
were women, but only 16% of the jobs were taken by women. The PCR also indicated that some 
targets on women involvement in providing quality service and in decision making in the options 
to choose, train, and become a member in urban CIOs and user groups have not been met. 
However, some very important targets were exceeded such as women participation (i) in 
development planning for poverty alleviation and sanitation improvement, (ii) as members in rural 
CIOs, and (iii) in the O&M of the constructed facilities in both urban and rural areas. 

 
33. Overall, the project’s physical outputs had some shortfalls, but the overall outcome shows 
community-based implementation organizations are widely set-up in both rural and urban areas; 
and the initial target number of areas engaged in active planning has been exceeded. This 
validation considers the project (to be just above) effective, giving weight on the importance of 
having these systems in place in decentralized Indonesia.  
 
C. Efficiency of Resource Use 

34. The PCR rated the project efficient and noted that project investments were estimated to 
have saved about Rp15.7 billion per year in health-related costs. The reevaluation of economic 
benefits yielded an average economic internal rate of return (EIRR) of 29%–75%. At the time of 
appraisal, the EIRR ranged from 28% to 68%. The completion figure is acceptably high enough.  
 
35. The post-completion EIRR evaluation was undertaken for a representative sample of three 
types of village infrastructure investments—rural roads and bridges, water supply, and drainage— 
which collectively comprised 95% of village-level investments. The assessment reviewed a total 
of 90 rural infrastructure projects and assumed that benefits accrued during an operational lifetime 
of only 10 years. Using economic prices, the weighted average EIRR for the sample was 51.4%. 
Estimates for EIRRs were found to be robust with regard to the assumptions used and relatively 
stable across five geographic clusters; only two projects were found to have EIRRs below the 
standard 12% threshold. 

 
36. In the PCR’s calculation of the EIRR on completion,19 the economic benefit of increased 
land price adjoining roads constructed is questioned. About 1,420 kilometers of roads were 
constructed as a result of the rural infrastructure project component and land price adjoining newly 
constructed roads was assumed in the EIRR on completion to have risen in price resulting in 
economic benefits to the project. A more prudent approach would have been to estimate the 
productive value of the land in its alternative use or its opportunity cost. The PCR’s economic and 
financial re-evaluation on completion requires review.  
 
37. There were also process inefficiencies during project implementation. The project 
experienced delays during project start-up and in the release of funds for the recruitment of 
facilitators. There was also initial concern about the performance of community facilitators who 
had limited knowledge of project scope, poor communication skills, and inadequate technical 
knowledge. There was insufficient diligence during the recruitment process of facilitators and 

                                                
19 Footnote 5, Appendix 13: Economic and Financial Benefits Reevaluation. 
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inadequate training and guidance, district monitoring and supervision of project implementation 
was weak, and progress reports were late.  
 
38. Apart from the assumption in the EIRR on completion of increased land values on land 
adjacent to rural roads, there were no other methodological issues in the identification, valuation, 
and estimation of benefits and costs. Subject to a review of the calculation of the EIRR on 
completion, this validation assesses the project efficient. 
 
D. Preliminary Assessment of Sustainability  

39. The PCR rated the project likely sustainable due to formal O&M arrangements being in 
place in all communities, with only a small number of user groups reported not to be functioning 
as expected. With the implementation of Law No. 6 of 2014, village governments were to be given 
the responsibility for infrastructure O&M, and a portion of village budgets could be allocated for 
repair works where necessary. Under the urban sanitation component, 95% of facilities were 
reported to be in good physical condition at project completion.  
 
40. An ADB review mission20 noted in 2014 that although O&M arrangements were effectively 
implemented for output 2 in most villages, there were still a few projects without sound 
O&M procedures. A September 2015 survey21 indicated that 72% of user groups had been active 
or very active in managing the O&M of facilities, 19% were functional but not so active, while 
9% of the user groups were inactive. Reasons given for non-function included weak facilitation, 
poor support from village heads, lack of participatory process to select user group members, and 
weak support from district or city administrations. However, in general, user groups tasked with 
O&M of the built facilities were established in all villages and were functional. 
 
41. Arrangements were in place for O&M of sanitation facilities constructed under output 3, 
but did not appear to be fully functioning in some locations. The user groups reported that 95% of 
constructed facilities were in good condition, 4% had minor problems, and 1% were not 
operational. User fees were paid regularly in 50% of user groups, 40% reported that users paid 
irregularly, and 10% reported that users did not pay any fee. Desludging of wastewater treatment 
plants (IPALs) will be needed every 2 to 3 years and the installation of additional house 
connections will require more substantial expenditure. Furthermore, of the 1,005 community-
based and decentralized IPALs constructed in output 3, 20% of 560 IPALs surveyed did not 
comply with effluent discharge standards.22 The sustainability of the IPAL component is therefore 
under question.  

 
42. The O&M standard of completed village and urban neighborhood projects was reasonable 
according to review missions. But given (i) issues with O&M with some facilities; (ii) no provision 
for major or periodic maintenance of facilities; (iii) lack of clarity as to which entity will cover a 
possible shortfall in the O&M if user charges collected were less than required or if user fees were 
not collected at all; and (iv) noncompliance with effluent treatment standards with 20% of 
IPALs surveyed, this validation assesses the project less than likely sustainable. 
 
 

                                                
20 ADB (Southeast Asia Department). 2014. Memorandum of Understanding of Review Mission to Indonesia: Urban 

Sanitation and Rural Support to PNPM Mandiri Project. Back-to-office report. 22 December (internal). 
21 Footnote 5, para. 10. 
22 Footnote 5, para. 20. 
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III. OTHER PERFORMANCE ASSESSMENTS  

A. Preliminary Assessment of Development Impact 

43. The PCR rated the development impact significant and noted that the project had 
improved living conditions, constructed roads and bridges improving economic opportunities for 
farmers and businesses, provided sanitation facilities and reduced open defecation and 
environmental pollution, and improved the quality of ground water.  
 
44. The development impact assessment is focused on long-term, far-reaching changes to 
which the project has plausibly contributed. The design and monitoring framework’s (DMF) impact 
from the baseline year 2011 was “reduced poverty in the project areas” and the DMF target was 
the “number of households in project villages living below poverty line reduced by at least 15% by 
2017.” No data was provided in support of the DMF impact target being met. The PCR stated that 
the target was likely to be achieved as the project was expected to contribute to poverty alleviation 
as improved transport facilities would result in savings in time and transport costs. But reduction 
in poverty could not be solely attributed to the project. 

 
45.  Under the accompanying CDTA, a consultant team conducted in July 2015 a final review 
to summarize achievements and lessons from the project. The assignment included a survey to 
obtain data and information related to project achievements, which involved 260 villages and 
305 urban neighborhoods. The report concluded that the project met most of its quantitative 
targets and the majority of beneficiaries (97%) were satisfied with the infrastructure improvements 
resulting from the project. The project benefited more than three million people and contributed 
to poverty alleviation in project villages and urban neighborhoods.23 

 
46. At project completion, the final review study found that the project contributed to a 
reduction in the incidence of waterborne diseases. A decrease in open defecation practices and 
improved quality of disposed wastewater due to the construction of wastewater and sanitation 
facilities under the project improved groundwater quality. 
 
47. This validation also recognizes the project impact on poverty alleviation as evidenced in 
poverty-related indicators. Access to improved rural infrastructure has led to savings in time and 
transport costs and improved sanitation facilities have substantial impacts on family welfare 
through reduced health and medical care. This validation thus views the project development 
impact satisfactory. 

 
B. Performance of the Borrower and Executing Agency 

48. The PCR rated the borrower’s performance satisfactory. As the executing agency, 
Directorate General of Human Settlements (DGHS) demonstrated commitment to project 
implementation, provided counterpart funds on time, and endorsed decrees necessary to launch 
the project in all participating provinces. 
 
49. This validation views the borrower’s performance as reasonable. Most project outcomes 
and outputs were met, and quarterly progress reports were submitted although some of these 
were submitted late. Good progress was made with rural infrastructure construction and 40% of 
contracts had been awarded and disbursements were at 43% by Midterm Review in July 

                                                
23 Footnote 5, Appendix 12: Technical Assistance Completion Report. 
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2013 when 46% time had elapsed. Findings and action plans from review missions were followed 
up. DGHS took the initiative to recruit individual consultants as bridging consultants to address 
the need for support for facilitators and communities while the management consultants were 
being recruited. These individual consultants were financed from government’s own resources. 
DGHS also managed the project imprest account in a satisfactory manner. No significant issues 
arose during the community contract process. The CIOs were able to receive the community 
development grants without difficulty. The annual project accounts and financial statements were 
submitted on a timely basis to the independent auditors. The auditors provided unqualified 
opinions on all annual project financial reports, and at project completion all recommendations 
from the audits had been followed up.  
 
50. There were some issues during implementation. The initial quality of the socialization 
process was poor and competence and commitment of community facilitators was questioned. In 
October 2012, it was reported that the community facilitators’ recruitment process needed 
strengthening and facilitators had limited knowledge. The executing agency agreed to strengthen 
the recruitment process by establishing a selection committee involving provincial or district 
project implementation unit (PPIU/DPIU) and a central project management unit in each province. 
Feedback from field visits indicated that participation of female beneficiaries was insufficient, 
especially in decision-making meetings. As early as 2012, it was highlighted that the 
O&M arrangements for water supply and sanitation facilities under output 2 needed to be further 
strengthened. Feedback from community members revealed some concerns related to the 
proposed charges for the use of sanitation facilities, which might be unaffordable to poor 
households. This could result in hesitance to use the facilities and continue with unhealthy habits 
of washing, bathing, and toileting along the rivers or canals. Special arrangements for poor 
families needed to be considered during the socialization process and recorded in the community 
action plan.24 
 
51. The issues raised during implementation were addressed by the executing agency and 
given that the project met most of its targeted outcomes and outputs, this validation assesses the 
borrower and executing agency’s performance satisfactory.  

C. Performance of the Asian Development Bank and Cofinanciers 

52. The PCR rated the ADB’s performance satisfactory, taking into account administration 
missions, the support and guidance provided to resolving issues during implementation, 
ADB’s active participation in the quarterly monitoring meetings coordinated by the National 
Development Planning Agency, and assistance provided to DGHS through consultant 
management. 
 
53. This validation considers that ADB showed flexibility in addressing issues that emerged 
during project implementation. ADB conducted 10 missions, including inception and midterm 
reviews in February 2010 and October 2012. Missions included visits to the village rural 
infrastructure sites and urban neighborhood sanitation facilities sites to monitor civil works 
progress and to meet with community facilitators and CIOs.  

 
54. Reference has been made to difficulties with O&M of facilities and wastewater treatment 
plants (IPALs) not meeting effluent discharge standards.25 About 20% of IPALs constructed did 

                                                
24 ADB (Southeast Asia Department). 2012. Memorandum of Understanding of Review Mission to Indonesia: Urban 

Sanitation and Rural Support to PNPM Mandiri Project. Back-to-office report. 2 November (internal). 
25 Footnote 5, paras. 20 and 39. 
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not meet effluent discharge standards which undermines output 3’s intended goal of pollution 
reduction. At the same time, the various consultants appointed under the CDTA might have been 
expected to identify issues with IPAL design with their focus on the preparation of O&M training 
modules, certification systems, and wastewater treatment system management. As a result of 
these omissions, some of the project sanitation facilities do not meet anticipated standards. An 
amount of $56.2 million was disbursed for output 3’s (improved sanitation services) 
1,005 community-based and decentralized IPALs plus public bathing and mixed systems. A 
proportion of these facilities are not functioning as intended. In addition, issues of incomplete 
O&M of these facilities have been identified due to expense.26  
 
55. Otherwise the performance of ADB staff throughout the implementation of this project has 
been reasonable. The identified shortcoming of ADB’s supervision of implementation was non- 
anticipation of the need for review of design and construction supervision of some wastewater 
treatment components and for more comprehensive design review and construction supervision 
inputs in the project management consultant’s terms of reference. Despite these shortcomings, 
this validation views ADB’s performance satisfactory. 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 

A. Overall Assessment and Ratings  
 
56. Overall, the project was rated successful by the PCR and this validation’s ratings do not 
lead to a change in the overall rating. The validation overall assessment of the project is 
successful. Under the core criteria, the project is relevant, effective, efficient, and less than likely 
sustainable. 

Overall Ratings  

Validation Criteria PCR IED Review 
Reason for Disagreement  

and/or Comments 
Relevance Relevant Relevant  
Effectiveness  Effective Effective  
Efficiency  Efficient Efficient  
Sustainability Likely 

sustainable 
Less than likely 

sustainable 
(i) O&M issues with some facilities; 
(ii) no provision for major or periodic 
maintenance of facilities; (iii) lack of 
clarity as to which entity will cover a 
possible shortfall in the O&M if user 
charges collected were less than 
required or if user fees were not 
collected at all, and (iv) noncompliance 
with effluent treatment standards with 
20% of IPALs surveyed.  

Overall Assessment Successful Successful  
Preliminary Assessment of 
Impact 

Significant Satisfactory  

Borrower and Executing 
Agency 

Satisfactory Satisfactory  

Performance of ADB Satisfactory Satisfactory  
Quality of PCR  Satisfactory  

                                                
26 Footnote 5, para. 39. 
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ADB = Asian Development Bank, IED = Independent Evaluation Department, IPAL = wastewater treatment plant, 
O&M = operation and maintenance, PCR = project completion report. 
Source: Independent Evaluation Department. 

B. Lessons 

57. This validation confirms most of the lessons identified in the PCR, particularly the need for 
local governments to provide funding for O&M in their annual budgets to support the maintenance 
of assets and that design of facilities should have included design review by specialist engineers. 
Additional consideration should have been given to the provision of the following, which 
addresses particular problems encountered: 

(i) An independent, external wastewater system design review should have been 
undertaken to more effectively review design work and ensure compliance with 
Indonesian design standards; 

(ii) More technical input on community sanitation practice should have been included 
in the CDTA consultants’ terms of reference; and  

(iii) The more important role of women in project decision-making processes needed 
more emphasis in project implementation, especially in urban areas in Indonesia. 

 
C. Recommendations for Follow-Up 

 
58. This validation recommends that (i) the PCR’s economic and financial re-evaluation on 
completion (EIRR, financial internal rate of return) be reviewed with respect to the benefit of 
increased land price adjoining constructed roads; (ii) a review also be undertaken of the adequacy 
of O&M funding for maintenance of rural infrastructure and urban neighborhood sanitation 
constructed under the project; and (iii) a separate review should be undertaken on the extent of 
compliance of treated wastewater effluent from IPALs with Indonesia’s treated wastewater 
effluent standards. Reviews (ii) and (iii) might be undertaken as part of the preparation of a project 
performance evaluation report in 2019 and the review teams should include specialist highway 
and wastewater treatment engineers. 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Reporting 
 

59.  Baseline data was required to be collected from the start of the project. The PCR notes 
that project monitoring and evaluation by DGHS was initially insufficient and there were frequent 
delays in submitting project progress reports. In addition, there was an absence of proper 
recording and reporting of the complaints-handling mechanism. The GAP report notes that initially 
data was not properly recorded, and no data was available for analysis of output 3. The improper 
recording was due to poor understanding on the part of the community facilitators and weak 
monitoring during the first year of project implementation particularly under the urban sanitation 
component. Data recording improved during the second and following years, with the mobilization 
of consultants and more training for community facilitators 
 
60. For output 3, sex-disaggregated data collected at the time of poverty mapping at 
neighborhood level for 2011 and 2012 was unavailable. GAP reports were not gender 
disaggregated. DGHS with the support of regional consultants had been trying to collect the data 
but due to poor database management at the district level the data was missing. Data collection 
and management improved during 2013 and 2014. The participation of women in consultation 
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activities for sanitation facilities ranged from 45% to 64% which exceeded the target of 40%.27 A 
survey was undertaken in 2015 to obtain data and information related to project achievements. 
The report concluded that the project met most of its quantitative targets. Project monitoring 
information documents were prepared on which the GAP compliance reports were based. 
 
61. This validation finds the collection of relevant data on expected project impacts, outcomes, 
and outputs; the collection of data on project implementation; and the utilization of the project’s 
monitoring and reporting arrangements to inform decision making and resource allocation as 
initially unsatisfactory but subsequently borderline satisfactory. 
 
B. Comments on Project Completion Report Quality 
 

62. This validation finds the quality of the PCR satisfactory. 
 
63. The PCR’s calculation of the EIRR on completion and the economic benefit of increased 
land price adjoining roads constructed is questioned. A more prudent approach is to estimate the 
productive value of the land in its alternative use or its opportunity cost. The PCR’s economic and 
financial re-evaluation on completion requires review. 
 
64. The PCR made little mention of monitoring and reporting although mention was made of 
the late delivery of progress reports. There was clearly an absence of gender-disaggregated data 
collection in the early stages of the project. This situation was addressed later in the project. Some 
views and/or experiences of the beneficiaries shared in the PCR’s Appendix 6 (presented in 
boxes) are informative and unique.  

 
C. Data Sources for Validation 
 
65. This validation is based on September 2010 Minutes of the Departmental Concept Paper 
Review Meeting, the report and recommendation of the President, mission reports, completion 
reports, PCR, EIRR, and financial internal rate of return on completion, and the GAP targets and 
achievements. 
 
D. Recommendation for Independent Evaluation Department Follow-Up 

66. No further IED follow up is recommended. 
 

                                                
27 Footnote 5, Appendix 6: Gender Action Plan Targets and Achievements. 
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