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I. PROGRAM DESCRIPTION 
 
A. Rationale 
 
1. In 2011, Indonesia’s gross domestic product (GDP) grew by 6.5%, below the country’s 
expected baseline growth rate of 7.1% for 2014–2016. According to International Monetary Fund 
estimates, GDP was expected to increase further to 7.9% if infrastructure development and 
economic reforms were accelerated. Poor infrastructure was evident in deteriorating roads, 
congested ports, and underdeveloped inter-island transport, which meant costly domestic 
shipping, and high domestic transport and logistics costs. Congested and underdeveloped 
international ports inhibited the full integration of manufacturing into the world economy. 
 
2. The national rural poverty incidence was 15.6% in 2012, which was higher than the 
national figure of 9.1%.1 Improved connectivity is key to increased employment, reduced informal 
sector employment, increased access to and delivery of services, enhanced economic 
productivity and social well-being, and an overall reduction in poverty. The Government of 
Indonesia’s National Medium-Term Development Plan (RPJMN) 2010–2014, recognized that 
lagging infrastructure, underdeveloped intra- and inter-island connectivity, weak international 
connectivity, and inefficient logistics constrain the achievement of its medium- and long-term 
targets. This influenced the two pillars in the Asian Development Bank (ADB) Country Partnership 
Strategy in Indonesia, 2012–2014: (i) inclusive growth and (ii) environmental sustainability.2 
  
3. Reforms under the RPJMN supported the government's long-term Master Plan for 
Acceleration and Expansion of Indonesia's Economic Development (MP3EI), 2011–2025. 3  
This plan had three pillars: (i) the development of six economic corridors, (ii) the improvement of 
domestic and international connectivity, and (iii) the enhancement of human resources and 
technology. The Inclusive Growth through Improved Connectivity (IGIC) Program focused on the 
second pillar, since it followed ADB’s country strategy for Indonesia, and provided a platform for 
coordinating the programmatic support of ADB and other development partners. The government, 
through Presidential Regulation No. 32/2011, established the Committee for the Acceleration and 
Expansion of Indonesia’s Economic Development (KP3EI) to coordinate the implementation of 
the MP3EI (footnote 1).  
 
4. The IGIC program was designed to support the government’s logistics and infrastructure 
policy and institutional reform to improve domestic and international connectivity toward higher 
and more inclusive economic growth. The program provided a total of $700 million policy-based 
loans disbursed in two subprograms (SPs)—SP1 and SP2—and included about $1 million for 
technical assistance. The IGIC program addressed institutional and infrastructure constraints in 
improving inter- and intra-island and international connectivity. Improved connectivity required a 
more coordinated regulatory and institutional framework than that existing at the time of appraisal. 
Poor intra-island connectivity limited rural access to growth centers and forced unskilled laborers 
to migrate, which increased urbanization and marginalized rural areas. Weak connectivity was 
caused by inadequate and poor condition of roads as well as inefficient port operations.  

                                                 
1  ADB. 2012. Report and Recommendation of the President to the Board of Directors: Proposed Programmatic 

Approach, Policy-Based Loan for Subprogram 1 and Technical Assistance Grant to the Republic of Indonesia for the 
Inclusive Growth through Improved Connectivity Program. Manila (Loan 2942-INO). 

2   ADB. 2012. Country Partnership Strategy: Indonesia, 2012–2014. Manila. 
3  ADB. 2013. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Loan 

for Subprogram 2 to the Republic of Indonesia for the Inclusive Growth through Improved Connectivity Program. 
Manila (Loan 3068-INO); and Government of Indonesia, Coordinating Ministry of Economic Affairs. 2011. Master 
Plan for the Acceleration and Expansion of Indonesia’s Economic Development, 2011–2025 (MP3EI). Jakarta. 
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5. The economic gap between the eastern and western parts of Indonesia was wide, 
with the eastern part left behind despite its wealth in natural resources.  Indonesia’s connectivity 
and logistics performance was less competitive than that of other emerging ASEAN countries and 
this needed to be addressed by focusing on port productivity through improved export and import 
procedures and institutional reform.4 The transition in port development from semi-monopoly by 
state-owned enterprises to a landlord system required a thorough reconstruction of port 
development strategy and planning. Other problems were inefficiencies and low productivity in 
port operations, port handling cost structure, and inadequate cost-efficient inter-island shipping. 
  
6. ADB’s intervention supported key government priorities and encouraged programmatic 
approaches in coordination with other development partners. The IGIC program was built on 
ADB’s previous policy-based loans, i.e., Infrastructure Reform Sector Development Program 
(IRSDP),5 which supported government reforms to improve regulatory frameworks, open up key 
infrastructure sectors for private sector participation, increase competition, and improve 
infrastructure. 
  
B. Expected Impacts, Outcomes, and Outputs 
  
7. The IGIC program comprised two consecutive subprograms, SP1 and SP2, each with four 
components: (i) component 1—strengthening coordination and the regulatory framework for 
connectivity and infrastructure development; (ii) component 2—improving intra-island 
connectivity; (iii) component 3—improving inter-island connectivity; and (iv) component 4—
improving international connectivity. 
 
8.  The expected impact of the IGIC program was reduced transport and logistics costs, while 
its targeted outcome was better developed domestic and international connectivity. The expected 
outputs were: (i) connectivity coordination and regulatory framework strengthened; 
(ii) key initiatives to upgrade intra-island connectivity implemented; (iii) measures and strategy to 
improve inter-island connectivity put in place; and (iv) key policies executed to enhance 
international connectivity. Both subprogram loans had the same impact, outcomes, and outputs, 
although the actions and targets set in the design and monitoring framework (DMF) differed for 
each. 
 
C. Provision of Inputs  
 
9. The SP1 loan of $300 million from ADB’s ordinary capital resources (OCR) was approved 
on 16 November 2012. It became effective on 18 December 2012 and closed on 31 March 2013, 
consistent with the loan agreement. The SP2 loan of $400 million also from ADB’s OCR was 
approved on 27 November 2013. It was effective on 18 December 2013 and closed on 3 February 
2014, almost 2 months ahead of the original closing date of 31 March 2014.  Each program loan 
was a single tranche, disbursed upon the accomplishment of actions set out in a policy matrix.6 
 
10. A technical assistance (TA) project was attached to SP1. It was estimated to cost 
$1.2 million of which $1 million was to be financed by a grant from ADB’s Technical Assistance 

                                                 
4  ADB. 2017. Completion Report: Inclusive Growth through Improved Connectivity Program (Subprograms 1 and 2) in 

Indonesia. Manila (Loans 2942 and 2068).  
5  ADB. 2008. Report and Recommendation of the President to the Board of Directors: Proposed Loan for Subprogram 

2 to the Republic of Indonesia for the Infrastructure Reform Sector Development Program. Manila (Loan 4025-INO).  
6  The IGIC Subprogram 1 consisted of a program loan of $300 million and a $1 million technical assistance project 

from ADB with a $100 million cofinancing from the World Bank. The IGIC Subprogram 2 consisted of a program loan 
of $400 million from ADB with cofinancing of $200 million from Japan International Cooperation Agency, 
$300 million from the World Bank, and $100 million from Agence Francaise de Developpement. 



 4 

Special Fund (TASF-other sources). The impact of the TA was to strengthen the implementation 
of reforms that improve inter-island connectivity. The outcome was stronger capacity of the 
National Development Planning Agency (BAPPENAS), Coordinating Ministry for Economic Affairs 
(CMEA), and the Ministry of Transportation (MOT) to carry out policy analyses to inform decisions 
on connectivity policy to implement annual plans and strategy. The TA project supported the 
connectivity working group and the Committee for the Acceleration and Expansion of Indonesia’s 
Economic Development (KP3EI) in: (i) policy analyses and notes on connectivity issues to 
develop innovative policies; (ii) an initial review of MP3EI implementation, including logistics 
constraints; (iii) preparation of a policy framework for private sector participation and public–
private partnerships (PPPs) in infrastructure; and (iv) capacity building for departments involved 
in connectivity and MP3EI of BAPPENAS, CMEA, and MOT. These enabled government offices 
to undertake policy analysis on connectivity needed to implement their annual plans and 
strategies, including an in-depth impact analysis of logistics constraints. The actual TA project 
cost was $0.9 million and it was rated successful. Consulting inputs of 24.8 person-months of 
international consultants and 26.4 person-months of national consultants were provided; higher 
than the minimum 16 person-months of international and 18 person-months of national 
consultants envisaged at appraisal.  
 
11. The program was category C for potential environmental impacts and risks, for indigenous 
peoples, and for involuntary resettlement. 
 
D. Implementation Arrangements  
 
12. The subprograms followed the implementation arrangements outlined at appraisal. 
BAPPENAS was the executing agency, and there were six implementing agencies: Ministry of 
Finance (MOF), Ministry of Public Works and Housing, MOT, Ministry of Communication, National 
Land Agency, and CMEA. The government was to form a steering committee, chaired by the 
vice-minister of BAPPENAS, and with senior representatives of implementing agencies and 
development partners—ADB, Japan International Cooperation Agency, and the World Bank— 
as members. The committee would meet semi-annually to discuss progress in achieving agreed 
policy actions and milestones of the reform agenda. The committee would work with the 
connectivity working group responsible for coordinating the implementation of the government’s 
connectivity reform agenda under MP3EI. This was also chaired by BAPPENAS. The project 
completion report (PCR) referred to an inter-ministerial committee that monitored program 
implementation and met on a bimonthly basis, which presumably was different from the steering 
committee envisaged at appraisal (footnote 4). 
 
13. The attached TA project helped strengthen the implementation of reforms necessary to 
improve inter-island connectivity and build stronger capacity of BAPPENAS, CMEA, and the MOT, 
as well as other ministries (para. 8). 
 
14. SP1 and SP2 each had 19 policy actions. All were accomplished prior to the approval of 
each loan, and resulted in the timely disbursements of proceeds. The program complied with all 
loan covenants—eight under SP1, eight under SP2, and five on program implementation and 
other aspects. 
 

II. EVALUATION OF PERFORMANCE AND RATINGS 
 
A. Relevance of Design and Formulation 
 
15. The PCR rated the program highly relevant since it was aligned with the government’s key 
strategy for higher and more inclusive economic growth by improving domestic and international 
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connectivity as included in MP3EI (footnote 4). The program focused on the second of the three 
MP3EI pillars—the improvement of domestic and international connectivity. The midterm 
development priority of the MP3EI was to expedite infrastructure development to connect 
economic growth centers throughout Indonesia to achieve higher and more inclusive growth.  
The impact of the program corresponded to the government’s development goals as stated in the 
RPJMN—to reduce poverty and increase economic growth. The PCR noted that the program was 
aligned with the ADB’s country strategy of supporting inclusive growth and environmental 
sustainability. The program built on ADB’s earlier policy-based loans, including the IRSDP 
(para.  6). 
  
16. This validation establishes that the programmatic approach was appropriate, given the 
logistics and infrastructure policy and institutional reform required to improve domestic and 
international connectivity toward higher and more inclusive economic growth. The policy actions 
in the MP3EI reflected the prevailing conditions of domestic and international connectivity and 
were aligned with the proposed outcome. 
 
17. The program logic was sound, as shown by the input–output–outcome–impact 
relationships evident in the subprograms and outlined in the DMF. The two subprograms had a 
lateral relationship and followed a sequential approach. The achievement of SP2 performance 
indicators were contingent on the accomplishment of the related indicators in SP1. Those for SP2, 
however, were set at a higher level. SP2 involved the implementation of laws and regulations, 
which were enacted and approved under SP1.  For example, under SP1, the MOF completed the 
draft regulation to set up the PPP unit, while the unit itself was established under SP2. 
However, the program design did not possess innovative features or significant demonstration 
value or transformative effects. This validation rates the program relevant. 
 
B. Effectiveness in Achieving Program Outcomes and Outputs 
 
18. The PCR assessed the program effective in achieving its outcome. The DMF outlined 
three outcome indicators for SP1 and SP2; two were achieved, while the third was only partially 
achieved. The program met the first target on increasing the share of public and private 
investments in the transport sector. They rose by 18.2% in 2013 and 50.4% in 2015. 
For the second target, domestic private sector investments rose by 53.0% in 2013 and 35.8% in 
2015.  For the third, target vessel dwell time (the length of time the vessel stays in the port) in 
Tanjung Port, the benchmark port was also achieved. In 2011, baseline vessel dwell time was 
6.7 days, but by the end of 2013, it decreased to 5 days and to 3.1 days by 2015.7 The target 
indicator for the reduction in land acquisition delays for key projects to a maximum 400 days in 
2013 was not achieved. Although a new regulation set a maximum of 583 days for land acquisition 
for infrastructure projects in 2015, the limit was still higher than the target, something that the PCR 
noted. The PCR also indicated that the process could be expedited through the dedicated  
institution for government asset management established through MOF Regulation 
No. 219/2015.8 However, the PCR is not clear on how this could be expedited and how the 
reduction in process time was estimated.  
 
19. All indicators set out in the DMF for Output 1—a strengthened coordination and regulatory 
framework—were achieved. The SP1 indicator that the working group for connectivity be fully 
functional and continue implementation of reforms and projects was achieved after CMEA 
                                                 
7   Footnote 4, para 43. Report of the Indonesia National Single Window. February 2017. 
8  The institution for government asset management has a flexible budgeting system that allows the use of the budget 

as needed, without any obligation to return the unused budget to MOF. This could expedite the financing process for 
land and speed up the overall acquisition process.  ADB. 2017. Completion Report: Inclusive Growth through 
Improved Connectivity Program (Subprograms 1 and 2) in Indonesia. Manila. para. 42. 
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submitted the draft of the Presidential Regulation as the legal basis for establishing a coordinating 
body for connectivity and infrastructure development by the end of 2013. Under SP2, 
the completion of the preparation for the establishment of the Policy Committee for Acceleration 
of Infrastructure Delivery (KKPPI) was achieved with the issuance of Presidential Regulation 
No. 75 on the acceleration of priority infrastructure provision, which was subsequently revised in 
2016 under Presidential Regulation No.122.9 The SP1 indicator that the key projects listed in the 
connectivity action plan were implemented was achieved when CMEA submitted the draft of 
Presidential Regulation for key infrastructure projects. The SP2 indicator that the priority list of 
infrastructure projects being issued together with the financing sources was also achieved.  
The SP1 indicator on the issuance of key regulations to accelerate infrastructure development to 
improve connectivity was achieved with the establishment of the PPP unit in the MOF, 
which complemented the policy on the Viability Gap Fund (VGF). The establishment of the PPP 
unit also was an indicator under SP2. The SP1 indicator on the completion of policy analyses on 
three connectivity issues was achieved with the completion of the attached TA project to SP1. 
The SP2 indicator on the VGF being used to support selected PPP projects was also achieved, 
when by the end of 2013, the MOF had used the VGF in three PPP projects. 
 
20. For Output 2—the implementation of initiatives to upgrade intra-island connectivity— 
each subprogram had three indicators, where those for SP2 were set at a higher level than those 
for SP1.  A 26% increase in government spending on road maintenance and reconstruction was 
recorded from 2011 to 2014, higher than the 15% target. The indicators for SP1 and SP2 on the 
implementation of performance-based contracts (PBC) and extended warranties for at least five 
road construction projects were achieved. The Ministry of Public Works and Housing initially 
implemented PBC for road reconstruction on a pilot basis and this was subsequently expanded 
under SP2. The indicators for the completion of the land acquisition process for at least five (SP1) 
and 20 (SP2) key infrastructure projects by the end of 2013, respectively were only partially 
achieved since land acquisition was completed for only 5 road projects in 2013. 
 
21. The accomplishment of Output 3—putting in place measures and strategy to improve 
inter-island connectivity—was measured for SP1 and SP2 by four indicators each. 
Indicators under SP1 and SP2, on the improvement in the number of pioneer shipping services 
in the least connected districts in eastern Indonesia (2011 baseline, 19), and the increase in 
shipping routes to eastern Indonesia (2012 baseline, 66), were both achieved. The PCR reported 
that the number of pioneer shipping services increased from 19 in 2011 to 66 in 2012, 
and to 70 at the end of 2014. The SP1 indicator on the review of multi-year contracts for pioneer 
services was undertaken according to a report by BAPPENAS in 2015.10 The reduction of dwell 
time in key regional ports from a 2011 baseline of 4 days was achieved with an actual dwell time 
of 3.14 days in 2016. The indicators on the establishment of an information and communication 
technology fund (under SP1) and its full operationalization (under SP2) were achieved according 
to the PCR, but it was not clear on how this was attained. The PCR noted that the SP2 indicator 
on the implementation of the national port master plan was achieved according to a report of the 
MOT in 2016.11 However, there was no specific discussion in the PCR on how the plan was 
implemented. 
 

                                                 
9  Committee for Acceleration of Infrastructure Delivery. Progress of Infrastructure Development in Indonesia. 

https://kppip.go.id/en/about-kppip/progress-of-infrastructure-development-in-indonesia/ 
10 Government of Indonesia, BAPPENAS (National Ministry of National Development Planning). 2015. Pengumbangan 

Tol Laut Dalam RPJMN 2015–2019 dan Implementasi 2015. Jakarta. https://www.bappenas.go.id/files/ 
Pengembangan%20Tol%20Laut%20Dalam%20RPJMN%202015-2019%20Dan%20Implementasi%202015.pdf.  

11 Government of Indonesia, Ministry of Transportation. 2013. Decree No. 414/2013 on the National Port Master Plan. 
Jakarta. This was updated by Government of Indonesia, Ministry of Transportation. 2016. Decree No. 901/2016 on 
the National Port Master Plan. Jakarta. 

https://www.bappenas.go.id/files/%20Pengembangan%20Tol%20Laut%20Dalam%20RPJMN%202015-2019%20Dan%20Implementasi%202015.pdf
https://www.bappenas.go.id/files/%20Pengembangan%20Tol%20Laut%20Dalam%20RPJMN%202015-2019%20Dan%20Implementasi%202015.pdf
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22. Neither of the two policy loans triggered ADB’s safeguard policies since both were 
categorized C for impacts to the environment, involuntary resettlement, and indigenous peoples. 
Although policy reforms do not have direct environment and social impacts, there were likely to 
have been implications that would have been well-suited for strategic environmental and social 
assessment process.12 Since the outcome indicators were achieved and the outputs largely 
achieved, this validation supports the effective rating. 
     
C. Efficiency of Resource Use  
 
23. The PCR did not assess the program’s efficiency. This validation finds that both 
subprograms were implemented on schedule with effective dates in advance of the two loan 
agreements. There were no extensions of the loan closing dates. However, an 18-month 
extension was given to the TA project consultants, because of a 12-month extension granted for 
the preparation of a connectivity-related plan in the Medium-Term Development Plan, 2015–2019 
(RPJMN 2015–2019) as requested by BAPPENAS.13 The additional 6 months’ extension was to 
accommodate a request from the MOT to support the development of the marine highway 
program as an umbrella policy of the new government for national connectivity (para. 9). 
There were no delays in disbursements or in the implementation of the subprograms since all 
policy actions were complied with before loan effectiveness. This validation assesses the project 
efficient in resource use.14 
 
D. Preliminary Assessment of Sustainability 
  
24. The PCR assessed the program likely sustainable, although it indicated that more time 
was needed, beyond the completion date, to assess the implications of policy and institutional 
reforms and progress in the development of connectivity and infrastructure. It noted that with the 
change of government in 2014, the MP3EI was transformed into the Sea Highway Program, 
emphasizing the implementation of priority connectivity infrastructure projects across Indonesia 
planned mostly under MP3EI. Implementation was expedited by larger government expenditure 
and deregulation. The PCR also noted that the establishment of the PPP unit in MOF supported 
the development of business cases and transactions for PPP projects, while the Indonesia 
National Single Window agency continues to coordinate and strengthen port productivity. 
This accelerates the improvement of the logistics and competitiveness performance indices. 
The PCR noted that the policy reform in infrastructure finance initiated under the program would 
likely sustain a greater involvement of the private sector because of the more attractive financing 
schemes in land acquisition and enhanced project feasibility through the use of the VGF. 
By 2014, the MOF had budgeted VGF for PPP projects, and it was actually used to partially 
finance a project in Lampung in 2015. Sustainability of port productivity improvements through 
the single-window system could be seen in decreasing port dwell times. 15 Based on these 
findings, this validation assesses the program likely sustainable.  
 
                                                 
12  IED. 2018. Program Safeguard Assessment: Inclusive Growth through Improved Connectivity Program 

(Subprograms 1 and 2) in Indonesia. Manila: ADB. 4 May (internal). 
13  Government of Indonesia, Ministry of National Development Planning. 2015. Rencana Pembangunan Jangka 

Menengah Nasional 2015–2019 (RPJMN) – National Medium-Term Development Plan 2015–2019. Jakarta. 
14 ADB. 2016. Guidelines for the Evaluation of Public Sector Operations. Manila. “For standalone [policy-based loans] 

or those that are part of sector development programs (SDPs), it will generally not be possible to make an estimate 
of resource efficiency within a realistic time period. In these circumstances, efficiency is assessed using a qualitative 
assessment of the timeliness in approving the loan and in implementing the actions agreed in the policy matrix and 
of the timeliness of funding and utilization of counterpart funds, if any. Where a direct assessment of process 
efficiency is not possible (e.g., in a single tranche operation) evaluations should assess the efficiency of the 
preparation and implementation processes and fiduciary arrangements (p.17).” 

15 Footnote 4, para. 44. 



 8 

III. OTHER PERFORMANCE ASSESSMENTS  
 
A. Preliminary Assessment of Development Impact 
 
25. The PCR did not rate the program’s development impact, acknowledging that direct 
attribution of impacts to the program was not possible. This validation concurs with the PCR on 
the difficulty of attributing impacts to the IGIC program, because there are other factors that 
influence the achievement of the target. Nevertheless, three impact indicators outlined in the DMF 
were assessed in the PCR. In 2014, the global economic downturn reduced export contributions 
to the GDP, however, with 5.1% GDP growth, Indonesia was one of the top performing economies 
of the world after the People’s Republic of China and India. The PCR and this validation, however, 
notes that the GDP growth target of over 7% was not achieved. 
  
26. The PCR noted that the program outputs were successful in contributing to the reduction 
of logistics costs with improved intra- and inter-island connectivity through an increased number 
of pioneer services. The share of transport and logistic costs on the total cost of production was 
reduced from the baseline of 27% in 2011 to 25% in 2016. The public service obligations scheme 
for pioneer services reduced logistics costs in some areas of eastern Indonesia. For example, 
pioneer shipping reduced transport costs for containers from Tanjung Priok to Merauke from  
Rp17 million in 2013 to Rp11 million in 2016. The PCR also noted the decrease in rural poverty 
in 2014 to 13.8% from the baseline of 15.6% in rural and eastern provinces—presumably 
including Papua and Maluku. Based on PCR data and the previous findings, this validation 
assesses the program impact satisfactory. 
 
B. Performance of the Borrower and Executing Agency 
 
27. The PCR rated the performance of the borrower, BAPPENAS as the executing agency, 
as satisfactory. It noted that all program outputs were achieved prior to loan disbursement 
showing government’s commitment to implementing the reform agenda of the program. 
BAPPENAS was cooperative and responsive during program design and managed the program’s 
compliance to all loan requirements in a timely manner. Throughout implementation, BAPPENAS 
showed a strong commitment to the program, and coordination with ADB, the implementing 
agencies, and other development partners was effective. 
 
28. This validation observes that most of the required policy actions were achieved. Since 
policy actions and other requirements under the subprograms were met prior to loan 
disbursements, the validation rates the performance of the borrower, the executing agency, and 
the implementing agencies, satisfactory.  
 
C. Performance of the Asian Development Bank 
 
29. The PCR rated ADB’s performance satisfactory. It noted that ADB worked closely with the 
borrower, the executing agency, and other stakeholders and development partners in the 
formulation and preparation of the IGIC program. ADB facilitated the establishment of key 
priorities of the reform agenda. Since the program was led by the Indonesia Resident Mission, 
communication with government counterparts and stakeholders was facilitated. This validation 
notes that ADB had a well-prepared and concise loan concept paper, which facilitated their 
discussions on the SP1 and SP2 loans during program preparation. The completion of policy 
action outputs before loan disbursements and program implementation illustrated ADB’s close 
and sustained implementation monitoring. Based on the PCR’s assessment and this validation’s 
review, ADB performance is assessed as satisfactory.  
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IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 
  
A. Overall Assessment and Ratings  
 
30. The PCR rated the program successful, similar to this validation’s overall rating on program 
performance. This validation finds the program relevant in the absence of innovative features in the 
design or any transformative effect.  This validation assesses the program to be efficient since it 
was implemented without delay and complied within the planned timetable. The program is 
effective, since it has achieved most of its outcome and output targets. The institutional reforms 
enacted, including new regulations and decrees, ensured that the appropriate institutional 
mechanisms and regulatory and legal requirements were in place. This indicates that the program 
is likely sustainable—for example, as shown by the successful implementation of three pilot PPP 
projects utilizing the VGF mentioned in the PCR.  The table shows the project overall rating. 
 

Overall Ratings 

Validation Criteria PCR IED Review 
Reason for Disagreement  

and/or Comments 
Relevance Highly relevant Relevant The program has no innovative 

feature or transformative effect. 
Effectiveness  Effective Effective  
Efficiency  No ratinga Efficient The program is assessed efficient 

since it met all policy action 
requirements prior to loan 
effectiveness, and no delays were 
experienced during implementation. 

Sustainability Likely sustainable Likely sustainable  
Overall Assessment Successful Successful  
Preliminary 
assessment of impact 

No rating Satisfactory Although the accomplishment of the 
impact indicators relating to 
decreases in poverty were 
observed, the improvements in the 
measured impacts and outcomes 
could not be attributed entirely to the 
program. 

Borrower and 
executing agency 

Satisfactory Satisfactory  

Performance of ADB Satisfactory Satisfactory  
Quality of PCR  Satisfactory Para. 36. 

ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = program completion report. 
a Section 6.07A of the Project Administration Instructions of ADB did not require assessment of the efficiency of program 
loans as of completion of the PCR. 
Source: ADB Independent Evaluation Department. 
 
B. Lessons 
  
31. Program-level lessons. The PCR identified five lessons: (i) the selection of policy triggers 
should be in line with the reform strategy and milestones should be defined according to the reform 
sequence and targeted outcomes; (ii) the identification of success in sector reform, which is 
incorporated into the program’s design and targets, was a main strength of the program and an 
important lesson for future initiatives; (iii) the program’s implementation should develop a clear 
policy for the geographic connection between infrastructure and economic center development for 
the successful reduction of rural poverty; (iv) broader integration between land and sea transport 
should be strengthened, including the supply chain of commodities into the logistics plans; and  
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(v) the government’s policy on pioneer services improved inter-island connectivity and had a 
successful impact on transport and logistics costs. This validation notes that the lessons identified 
in the PCR lacked supporting justifications or discussions. 
 
32. No additional lessons at the country, sector, program, and methodology and results 
framework level lessons were identified. There were no ADB mission reports that offered such 
insights on program implementation and accomplishments. 
 
C. Recommendations for Follow-Up  
 
33. The PCR had five recommendations for follow-up: (i) ADB should develop a methodology 
to monitor program outcomes and impacts in a more comprehensive and systematic way, utilizing 
the existing government database for connectivity and infrastructure; (ii) PPP projects benefitting 
from policy reform under this program should be monitored so that the sustainability of the 
program’s outcomes and impacts could be measured; (iii) although the IGIC program covered 
several areas, follow-up could be implemented in a specific subsector or specific geographic area; 
(iii) future policy-based programs should be designed based on the policy framework and the 
success of other initiatives; (iv) a program implementation plan should be designed with a 
sufficient degree of flexibility to anticipate changes in policy and institutional arrangements of the 
program partners; and (v) ADB should maintain a policy dialogue with the government to keep up 
with the latest developments, including new initiatives, of the private sector and other 
development partners. 
   
34. This validation notes that while the subprograms supported the planned reforms under the 
program, including the formation of new institutions and regulation, it is recommended that their 
efficiency and effectiveness be monitored to fine-tune the reforms introduced for greater 
sustainability.  
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Monitoring and Reporting 
 
35. The PCR noted that program implementation was monitored by an inter-ministerial 
committee that met on a bimonthly basis (para. 12) as required under the loan agreement. This 
mandated that ADB and the borrower should carry out semi-annual quarterly reviews of program 
implementation, and agree on the updated outcome and output indicators to monitor program 
implementation and evaluate its impact. The policy actions under the IGIC program were to be 
monitored by the Program Steering Committee but there was no indication in the PCR regarding 
the tenure of that committee. The resident mission should clarify with the government the 
responsibilities for monitoring the implementation of policy actions, and subsequently program 
benefit monitoring and evaluation.  
 
B. Comments on Program Completion Report Quality 
 
36. The validation assesses the overall quality of the PCR to be satisfactory. It provided a 
clear presentation of the status of the policy actions and compliance with the covenants for the 
subprograms. Although the PCR provided brief discussions on the program’s implementation, this 
validation notes some minor weak points. The PCR did not assess or rate the efficiency of the 
program, although in the overall assessment, it rated the program efficient without any supporting 
explanation. The PCR did not make any recommendation on Independent Evaluation Department 
follow-up for the preparation of a program performance evaluation report.  
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C. Data Sources for Validation 
 

37. The sources used for this validation were the concept paper, report and recommendation 
of the President for SP1 and SP2, minutes of the Management Review Meetings [internal ADB 
document], and the Indonesia Country Partnership Strategy, 2012–2014. 
 
D. Recommendation for Independent Evaluation Department Follow-Up 
 
38. The PCR did not recommend on IED follow-up. Considering that the program was 
successful and there were no major issues during implementation or at completion, this validation 
does not recommend the preparation of a project performance evaluation report. 
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