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TRANSPORT SECTOR PROGRAM ASSESSMENT 

 
A. Introduction 

 
1. This sector assessment is part of the 2019 country assistance program evaluation (CAPE) for 
Indonesia. It evaluates the strategy and assistance of the Asian Development Bank (ADB) in the transport 
sector. The evaluation assesses the contribution of ADB support to development results in Indonesia 
during 2005−2018. It also identifies development issues and lessons in the transport sector that will be 
relevant to the preparation of the next country partnership strategy (CPS). 
 
2. The CAPE, 2005−2018 falls in the period covered by the National Long‐Term Development Plan, 
2005−2025, which is accompanied by three 5-year National Medium‐Term Development Plans for 
2005−2009, 2010−2014, and 2015−2019. In 2011 the government added a Masterplan for Acceleration 
and Expansion of Indonesia Economic Development (MP3EI), which provided guidance to line ministries 
regarding on overall growth targets and investment volumes.  

 
3. During the CAPE period ADB published a country strategy and program (CSP) update, 
2003−2005;1 CSP, 2006−2009;2 CPS, 2012−2014;3 an interim CPS for 2015;4 and CPS, 2016−2019.5 The 
previous CAPE for Indonesia was published in 2005 and cover 1990−2004.6 In 2012, ADB carried out a 
Transport Sector Assessment, Strategy, and Road Map.7  

 
B. Sector and Subsector Context 
 
4. The Indonesia transport system and facilities are overburdened and this contributes to the 
country’s high logistical costs. It leads to transport and administrative bottlenecks, making Indonesia less 
competitive. The 2016 World Economic Forum Global Competitiveness Report ranked Indonesia 68 in 
overall infrastructure, 64 in quality of roads, 30 in quality of railways, and 51 in quality of air transport 
(Table 1).  
 

Table 1: Regional Comparison of Transport Infrastructure Quality, 2016 

Country 
Overall Road Port Rail Air 

Rank Score Rank Score Rank Score Rank Score Rank Score 
Indonesia 68 4.1 64 4.1 72 4.0 30 4.2 51 4.8 
Lao PDR 83 3.8 94 3.3 127 2.3 -- -- 101 3.8 
Malaysia 21 5.3 23 5.3 20 5.4 14 5.0 21 5.7 
Philippines 113 3.0 104 3.1 114 2.9 91 1.9 124 2.9 
Thailand 67 4.1 59 4.3 63 4.3 72 2.6 39 5.2 
Viet Nam 89 3.3 92 3.4 82 3.7 59 3.0 103 3.8 

Lao PDR = Lao People’s Democratic Republic.  
Source: World Economic Forum. 2016. Global Competitiveness Report 2015-2016. Geneva. 

 
5. Given its size and population, Indonesia is not particularly well endowed with transport 
infrastructure facilities in comparison with its neighbors. In 2005, the road network consisted of 391,000 
kilometers (km) of roads, classified into national (9%), provincial (10%), and local (81%) roads. These 
increased at an equal rate of about 2.7% in all three categories during the evaluation period to 540,000 
km (2017), an average spatial road density of about 28.2 km per 100 square kilometers (km2) of land 

                                                           
1 ADB. 2005. Indonesia: Country Strategy and Program Update. Manila. 
2 ADB. 2006. Indonesia: Country Strategy and Program, 2006−2009. Manila. 
3 ADB. 2012. Indonesia: Country Partnership Strategy, 2006−2009. Manila. 
4 ADB. 2015. Indonesia: Interim Country Partnership Strategy. Manila. 
5 ADB. 2016. Indonesia: Country Partnership Strategy, 2016−2009. Manila. 
6 IED. 2005. Country Assistance Program Evaluation for Indonesia. Manila. 
7 ADB. 2012. Indonesia: Transport Sector Assessment, Strategy, and Road Map. Manila. 
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area and a demographic road density of 0.21 km of roads for 100 persons. The development of toll roads 
has been very moderate, with only about 270 km added between 2005 and 2017 despite a much more 
ambitious program.  
 

1. Roads 
 
6. During 2005−2017, the fleet of motor vehicles expanded from 37.6 million by an average of 
11.5% per annum, reaching 138.6 million in 2017 (Figure 1). This growth was driven by motorcycles, 
which grew annually by 12.2%, increasing their share of all vehicles from 70% to 80%. Passenger vehicles 
grew by 9.7%, buses by 7%, and trucks by 8.3%. The combined effect of higher growth rates for the 
vehicle fleet as compared to the growth in road inventory increased traffic density from 96 vehicles per 
road-km to 256.  

 
Figure 1: Vehicle Growth in Indonesia, 2005–2017 

 
Source: Statistics Indonesia. Land transport statistics, various years. 

 
7. Excluding toll roads, the road network managed by the national, provincial, and district 
governments increased from 476,337 km in 2009 to 539,353 km in 2017, or by 1.6% annually. In 
addition, 801 km of toll roads were in operation by 2015. Although the road network has been 
increasing, investment has failed to keep up with the growing traffic, which will cause severe bottlenecks 
unless it is addressed. The number of accidents increased by 64% during 2009–2017, while fatal accidents 
and the damage cost increased by more than 50%.  
 
8. National conditions have generally improved but the situation at the subnational level still poses 
concerns. In 2009, 40% of total roads (excluding toll roads) were in good condition, which increased to 
45% in 2013. The proportion of national roads in a damaged or seriously damaged condition declined, 
suggesting that more budget had been allocated for the maintenance of these roads. However, the 
proportion of provincial roads that were in a good condition decreased from 51% in 2009 to 44% in 
2016, while the proportion of seriously damaged roads almost doubled. Similarly, at the district level, 
more roads were classified as seriously damaged. This suggests that there is insufficient maintenance 
and/or inferior construction quality at the subnational level.  
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Table 2: Road Conditions by Category, 2009–2016  
Good Moderate Damaged Seriously damaged  

2009 2016 2009 2016 2009 2016 2009 2016 
National 49.7% 55.8% 28.1% 33.5% 14.2% 6.3% 8.0% 4.4% 
Province 50.6% 45.2% 25.3% 24.6% 14.5% 11.4% 9.5% 18.9% 
District 37.8% 43.9% 21.8% 19.7% 23.6% 17.8% 16.7% 18.6% 
All 40.1% 45.1% 22.7% 21.4% 21.9% 16.1% 15.3% 17.4% 

Source: Statistics Indonesia. Land transport statistics, various years. 
 

2. Maritime 
 

9. As of 2019, Indonesia has 111 commercial ports serving international and domestic sea 
transportation. The commercial ports are managed by four independent state-owned enterprises (SOEs) 
(Pelindo I-IV).8 Of the 111 ports, 25 serve as a hub for international transportation and are the interface 
between international and domestic sea transportation. The largest Indonesian ports are Belawan in 
Medan, Tanjung Priok in Jakarta, Tanjung Perak in Surabaya, and Makassar.  

 
10. There are approximately 1,480 non-commercial ports in the region; these are not equipped with 
adequate facilities for heavy trading activities and cater only to small domestic vessels.9 They are managed 
by the respective local government, regionally-owned port operators, or private sector companies. The 
ports are small and ill-equipped. There are also 800 special purpose terminals across Indonesia that are 
mostly dedicated to transport of commodities such as oil and gas, coal, cement, fish, and timber. 

 
11. During 2005−2015, overall berths throughout Indonesian ports increased annually by 7.0% from 
524 million tons to 1,030 million tons. Containerization increased by about 8.0% (quite a slow increase 
compared with some other countries) and 65% of this traffic is handled by the three major ports (Tanjung 
Priok, 35%; Tanjung Perak, 20%; and Belawan, 10%). 

 
12. The Indonesian port sector is beset by deficiencies in basic port infrastructure and freight-
handling equipment. Inadequate equipment is the main reason for the generally low port productivity in 
terms of handling rates and ship turnaround time, although the Organisation for Economic Co-operation 
and Development (OECD) reports that, particularly at the container terminals of Tanjung Priok and 
Tanjung Perak, which are operated in partnership with leading global terminal operators, the port 
performance is near international standards.10   

 
13. There are about 8,000 national registered sea vessels in Indonesia, but by international standards 
most are small, with an average of 4,000 deadweight tons (dwt). Foreign-going vessels are also too small 
(15,000 dwt−25,000 dwt) to be competitive, given global trends. The more than 1,000 shipping 
companies are also small; individual companies own only small numbers of vessels and usually have 
difficulties in raising capital to upgrade their fleet.  
 

3. Railways 
 

14. Railways are limited to Java and Sumatra, the islands with the highest population density. The 
track network is 8,160 km (6.324 km in Java) of which, however, 3.343 km (2.860 km in Java) are reported 
to be inactive.11 Rail transport accounts for less than 10% of the country’s total passenger traffic and less 
than 1% of total freight traffic.12 Since 2005, passenger traffic has on average increased by 8.2% a year 
from 152 million to 393 million passengers and freight grew from 17.3 million tons to 43.4 million tons 

                                                           
8  Pelindo stands for Pelabuhan Indonesia (Indonesia Port Corporation). 
9  In 2015 the average size for domestic vessels was 1,700 GRT; for international vessels it was 11,200 GRT. 
10 OECD. 2012. Reviews of Regulatory Reform: Indonesia. Geneva. 
11 Directorate General of Railways. 2013. Indonesia Railways Development. A presentation at a conference in Eskisehir, Turkey.  
12 ADB. 2012. Indonesia: Transport Sector Assessment, Strategy, and Road Map. Manila. 
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(an increase of 8.2% a year). The average passenger-journey decreased from 167 km to 65.2 km (a 
reduction of 7.5% a year), reflecting an increase in commuter traffic. Passenger traffic slumped between 
2008 and 2013, after which it recovered, reaching 326 million in 2015. Freight rail traffic experienced a 
slight decline between 2008 and 2011, and from 2014 to 2015. 

 
Figure 2: Passenger and Freight Rail Traffic, 2005-2015 

  
           Source: PT Kereta Api, various years. 

 
15. Indonesia’s railways are operated by PT Kereta Api (PTKA), an SOE which reports to the Ministry 
of SOEs, while overall management of the sector is carried out by the Directorate General of Railways of 
the Ministry of Transport. The railway tracks remain under state ownership with cost-based fees being 
paid by PTKA. The new Railway Law No.23/2007 brought more competition into the sector; a subsidiary 
of PTKA was created, “Commuter Jabotabek,” to operate transport routes around the greater Jakarta 
area.13  

 
16. Most railway assets are old and substantial investments are required to prevent them from 
deteriorating further. PTKA makes small profits on paper, but its real profitability is difficult to assess, 
because it operates within a complex web of subsidies, public service obligation (PSO) arrangements, and 
a lack of reliable operational and financial data. 
 

4. Government Transport Plans and Strategies 
 
17. Transport development under the National Medium‐Term Development Plan, 2004−2009 aimed 
to reduce the capacity backlog and transport bottlenecks by building and improving roads in the main 
islands. The government also planned to build or improve interisland, multimodal transport systems. 
   
18. In the subsequent plan for 2010−2014, the objectives of transport development were set as:  
(i) accelerating the development of a reliable multimodal transport system; (ii) supporting the national 
logistics system and connectivity; (iii) achieving a balance between nationally-oriented and local or area-
oriented transport; (iv) developing an integrated transport network and system to promote investment 

                                                           
13  Jabotabek is an abbreviation for Jakarta, Bogor Depok, Tangerang, and Bekasi, the cities that comprise the greater Jakarta region. 
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in the economic corridors, special industrial zones and other growth centers; (v) developing 
environmentally friendly transport systems; and (vi) improving public services. 
 
19. In 2011, the government unveiled the MP3EI which was to be an integral part of the planning 
process to assist the National Medium‐Term Development Plans to accelerate and expand the economic 
development of Indonesia. MP3EI has three pillars: (i) the development of six economic corridors, (ii) an 
improvement to domestic and international connectivity, and (iii) an enhancement of human resources 
and technology. It included $470 billion in investment that, to a large extent, needed to be supplied by 
the private sector through public–private partnerships (PPPs).  

 
20. The status of MP3EI has been unclear under the current administration, which assumed office in 
2014. Its vision is in line with that in the National Long‐Term Development Plan, 2005–2025. Most of the 
infrastructure projects envisioned by MP3EI are listed as the 227 “national strategic projects” under 
Presidential Decree 3/16 (amended by 58/2017 and 56/2018). The Committee for Accelerating the 
Implementation of Priority Projects (KPPIP) was established in 2014 to coordinate implementation of 
strategic projects, determine suitable financing schemes, and identify bottlenecks in infrastructure 
provision. Roads and some transport projects account for a great deal of the priority projects.  

 
21. The government’s national transport strategy is guided by the National Transport System, an 
aspirational transport plan within the framework of the National Long‐Term Development Plan.14 The 
successive National Medium‐Term Development Plans were all consistent in their broad directions, with 
particular priorities in each 5-year period. The National Medium‐Term Development Plan, 2010–2014 
envisioned a prosperous, democratic, and just Indonesia, supported by a four-track strategy of pro-poor, 
pro-job, pro-growth, and pro-environment development. The National Medium‐Term Development Plan, 
2010–2014 focused on reducing poverty through more rapid, more sustainable, and more inclusive 
economic growth; improving the quality of the public sector; fostering democracy; and strengthening 
the rule of law. It emphasized mainstreaming environmental sustainability, good governance, and gender 
equity in all areas, and cross-sectoral themes of climate change and connectivity among and within 
Indonesia’s islands. The National Medium‐Term Development Plan, 2015–2019 prioritized a significant 
scaling-up of infrastructure investment (power generation, toll roads, and port facilities); improvements 
to education and skills development; and policy reforms to improve competitiveness and service delivery.  
 
22. The overall objectives of the transport sector are to improve physical and regional connectivity, 
enhance the quality and capacity of infrastructure facilities in an environmentally sustainable manner, 
strengthen logistics, reduce backlogs and bottlenecks in transport facilities and services, provide a more 
equitable distribution of transport facilities and services across social groups and regions, make all 
transport modes safer, and, because of the resulting high cost of the investment, provide a better 
environment for private sector participation. There is a focus on policy and regulatory reforms. The 
National Development Planning Agency (BAPPENAS), listed a number of priority transport investment 
projects for private sector participation. With its first pillar, MP3EI put forward the concept of multisector 
corridor development programs in six regions (Sumatra, Java, Kalimantan, Sulawesi, Bali-Nusa Tenggara, 
and Papua-Maluku) which would require an immense investment exceeding  the funds available to 
government. Although the share of infrastructure investments in gross national product (GNP) has 
increased from the crisis years (2%) to about 4%, this is still below the 7% level of the pre-crisis years, or 
the 6% target of the government. 
 
 
 
 
 
 
 

                                                           
14 Minister of Transportation Regulation No. KM 4/2005 about the National Transportation System (SISTRANAS).  
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C. ADB Sector Strategies and Portfolio 
 

1. ADB Strategy 
 
23. ADB’s strategy in the transport sector was guided by its Sustainable Transport Initiative. This 
aligned ADB’s transport strategy with its overall corporate Strategy 2020, which supported economic 
growth, environmentally sustainable growth, and regional integration.15 In 2012, ADB produced a 
Transport Sector Assessment, Strategy, and Road Map which included: (i) improvement of transport 
infrastructure to provide a safe, efficient and resilient network; (ii) better inter-island and intra-island 
connectivity through logistics, policies, regulations, and infrastructure; and (iii) institutional 
development, strengthening, and capacity building with a particular focus on improving the access of 
the private sector to infrastructure supply and operations.16 ADB’s focus also included: (i) road safety;  
(ii) road maintenance, axle load control, and performance-based maintenance contracting; (iii) safeguard 
implementation, and (iv) climate proofing of roads.17 
 
24. This strategy is appropriate to ADB support for the government’s efforts to achieve its sector 
goals. The ADB Transport Sector Assessment, Strategy, and Road Map set targets for ADB’s involvement 
in supporting the transport sector: improved inter-island and intra-island connectivity for all, including 
poorer communities, and a better improved and more well-maintained transport system. The outcomes 
and outputs of projects and technical assistance (TA) should help: (i) bring the average national highway 
condition rating to 94% by 2015; (ii) increase the national roads inventory to 47,000 km;  
(iii) reduce the number of fatalities arising from road accidents to less than 2.5 per 1,000 vehicles by 
2015; (iv) make inter-island shipping and port services consistent with the national strategy; (v) increase 
fleet productivity to 14.9 tkm/dwt; (vi) formulate and adopt logistics action plans, including reform and 
investment programs by 2015; (vii) increase Indonesia’s international logistics performance index to 75 
by 2015; and (viii) convert 50% of the 56 private sector-operated pioneer service routes to smaller islands 
into multi-year contracts.18  
 

2. ADB Portfolio 
 
25. ADB support for the transport sector during the CAPE period amounted to $1.224 billion, or 7% 
of the total ADB portfolio in Indonesia (Table 3). The portfolio consisted of seven sovereign loans  
($1.2 billion) and nine TA projects ($8.9 million).  

 
Table 3: ADB Transport Sector Portfolio, 2005-2018 

 No. 
Approved Amount  

($ million) 
Sovereign Loans 7 1,215.2 
Technical Assistance 9 8.9 
Total 16 1,224.1 

Source: Asian Development Bank. 
 
26. Since the beginning of ADB’s operations in Indonesia there have been 42 projects in the transport 
and telecommunication sector. Half of these were delivered from 1967 to 1989, before ADB carried out 
CAPE evaluations. Twelve projects were delivered between 1990 and 2004. Only seven projects were 
implemented during CAPE, 2005–2018, although several project preparation TA projects began but did 

                                                           
15  ADB. 2010. Sustainable Transport Initiative, Operational Plan. Manila. 
16  ADB. 2012. Transport Sector Assessment, Strategy, and Road Map. Manila. 
17  Independent Evaluation Department. 2015. Indonesia: Validation of the CPS Final Review, Linked Document 7. Manila: ADB; and 

ADB. 2011. Guidelines for Climate Proofing Investment in the Transport Sector: Road Infrastructure Projects. Manila. 
18 ADB. 2012. Compendium of Transport Sector Operations in Southeast Asia. Manila. 
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not lead to approved project loans.19 In 2014–2018, there were no new transport projects in Indonesia, 
in spite of transport being a government priority for this sector. Before 2006, ADB was active in all 
transport subsectors (ports, roads, airports and aviation, inland waterways, and telecommunications). 
However, ADB focused its activities during CAPE, 2005–2018 solely on roads. This had also previously 
been the main subsector, followed by ports. 
 
27. Sovereign projects. The list of sovereign projects is presented in Table 4. Of the seven loans in the 
transport sector, only two entailed rehabilitation and improvement. The Road Rehabilitation II Project 
covered strategic national roads in 10 provinces of Sumatra and in all 4 provinces of Kalimantan.20 The 
Regional Road Development Project, cofinanced by the Islamic Development Bank, covered the same 
category of roads in East and West Kalimantan and East and West Java.21 Both projects included capacity 
building for road agencies. The Road Rehabilitation II Project included support for the implementation of 
sector policy. The Regional Road Development Project included a road safety component; support for 
developing an integrated capacity development program for the respective national, provincial, and 
district road agencies; and a study on a strategic approach for prioritizing investments in transport sector 
planning. 
 

Table 4: ADB Transport Sector Loans, 2005–2018 

Loan 
No. 

Fund 
Source Project 

Approved 
Loan 

Amount 
($ million) Approval Date Date Closed 

2184 OCR Road Rehabilitation II Project 151.00 29-Sep-05 19-Apr-11 
2221 ADF Rural Infrastructure Support Project 50.00 19-Dec-05 11-Aug-09 
2449 ADF Rural Infrastructure Support to PNPM Mandiri I 50.00 29-Sep-08 09-Sep-11 
2575 OCR Rural Infrastructure Support to PNPM Mandiri II 84.24 12-Nov-09 20-Feb-14 
2817 OCR Regional Roads Development Project 180.00a 24-Nov-11 30-Nov-18 
2942 OCR Inclusive.Growth through Improved Connectivity -1 300.00b 16-Nov-12 31-Mar-13 
3068 OCR Inclusive.Growth through Improved Connectivity -2 400.00c 30-Sep-13 3-Feb-14 

Total Transport Sector 1,215.2   
ADB = Asian Development Bank, ADF = Asian Development Fund, OCR = ordinary capital resources. 
a Cofinanced by the Islamic Development Bank ($65 million). 
b Parallel program by the World Bank ($100 million). 
c Parallel programs by the World Bank ($300 million), Japan International Cooperation Agency ($200 million), and Agence Française 
de Developement ($100 million). 

Note: Loans 2221, 2449 and 2575 are also included in the ANR sector assessment.  
Source: Asian Development Bank. 
 
28. The Rural Infrastructure Support Project22 and the Rural Infrastructure Support to PNPM Mandiri 
Projects I23 and II24 were multisector projects using a community-driven development (CDD) approach. 
They covered irrigation and drainage, and water supply and sanitation and were directed toward rural 
development. In addition to enhancing inclusive and sustainable economic growth, they sought to cover 
human development, civil society participation, and strengthening of the governance of rural 
                                                           
19 For example, an interisland ports project, the Sarawak-West Kalimantan Interconnection project, selected sections 

of the Sumatra Tollway, a Regional Roads Development II project and a Sumatra-Java Interconnection project. 
Under an Australian-funded infrastructure project preparation facility approved in 2013, several transport 
initiatives did not start or lead to projects, such as an urban ports project, a highway through Java, and a design 
for multimodal transport. 

20  ADB. 2005. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Republic of Indonesia 
for the Road Rehabilitation 2 Project. Manila. 

21  ADB. 2011. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Republic of Indonesia 
for the Regional Roads Development Project. Manila. 

22  ADB. 2005. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Republic of Indonesia 
for the Rural Infrastructure Support Project. Manila. 

23  ADB. 2008. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Republic of Indonesia 
for the Rural Infrastructure Support to PNPM Mandiri Project. Manila. 

24  ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Republic of Indonesia 
for the Rural Infrastructure Support to PNPM Mandiri Project II. Manila. 
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communities. The three CDD projects provided each village with a block grant of $25,000 to $27,500 per 
participating village for improving village infrastructure. The Rural Infrastructure Support to PNPM 
Mandiri Project II focused on participation by women and on enlarging the National Program for 
Community Empowerment (PNPM Mandiri), which was launched in 2007. This program’s aim was to 
strategize and provide a link to the many independent poverty reduction programs in Indonesia. It aimed 
to cover all poor rural villages throughout the archipelago. As far as civil works are concerned, the 
transport component of these three projects amounted to about 80%. 
 
29. The two policy-based loans were for the Inclusive Growth through Improved Connectivity 
Program, Subprograms 125 and 2,26 which represented 58% of ADB’s lending to the transport sector 
during the evaluation period. This program was essentially budget support to the second pillar, the 
improvement of domestic and international connectivity, of the government’s ambitious long-term 
MP3EI. The program was also financed by the World Bank ($400 million in two loans), Japan International 
Cooperation Agency ($200 million), and Agence Française de Developement ($100 million). The policy 
agenda for the program included: (i) strengthening the coordination and regulatory framework for 
connectivity and infrastructure development, (ii) improving intra-island and inter-island connectivity, and 
(iii) improving international connectivity. There were 18 individual policy actions for subprogram 1, and 
15 follow-on policy actions that had to be fulfilled by the government before the respective loans were 
submitted for ADB Board approval and subsequent quick disbursement, which was done within 4.5 
months after Board approval for subprogram 1 and after 2 months in the case of subprogram 2. These 
policy actions were geared toward enhancing institutional capability for planning and implementation; 
increasing competition and performance in road, rail and sea transport and port operations; providing 
better opportunities for the private sector; initiating and/or accelerating promulgation of certain decrees; 
creation of relevant working groups and task forces; developing guidelines and procedures for laws and 
regulations; and facilitating cross-border trade. 
 
30. All the projects have been completed and, apart from the Regional Road Development Project, 
the projects have project completion reports (PCRs) and PCR validation reports (PVRs), which assessed all 
the projects successful.   
 
31. Technical assistance. ADB’s TA program during the evaluation period consisted of nine TA 
projects totaling $8.9 million (Table 5). Two were project preparatory TA for the existing Regional Road 
Development Project and its planned next phase.27 Strengthening Environmental Practices for Road 
Network Development in Kalimantan was an advisory TA to prepare a road network plan in Central 
Kalimantan that would protect the ecological integrity of the region.28 One policy and advisory TA, 
Improving Domestic Connectivity, was to strengthen the analytical capacity of the government ministries 
to deliver policy analysis on domestic connectivity to support their annual planning and strategy.29 The 
remaining four projects were capacity development TA. 
 
32. Of the two project preparatory TA projects, one, for the Regional Road Development Project, led 
to the investment project. The TA to prepare the Regional Road Development Project Phase II was closed 
in 2017.30 The ensuing loan was delayed because of deferred arrangements for public consultations for 
the environmental impact assessment (EIA) and the prolonged government approval procedure for the 
environment assessment report. The ensuing ADB loan was significantly reduced after the government 
decided to use its own funds for some road sections prepared under the TA, and eventually it was not 
processed. Under the Australian-funded infrastructure preparation facility, several project ideas also did 
                                                           
25  ADB. 2012. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Loan for Subprogram 

1, and Technical Assistance Grant to the Republic of Indonesia for Inclusive Growth through Improved Connectivity Program. 
Manila. 

26  ADB. 2012. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Loan for Subprogram 
2 to the Republic of Indonesia for Inclusive Growth through Improved Connectivity Program. Manila. 

27  Footnote 21. 
28  ADB. 2011. Technical Assistance Completion Report: Road Network Development in Kalimantan. Manila. 
29  ADB. 2011. Technical Assistance Report: Improving Domestic Connectivity. Manila. 
30  ADB. 2018. Technical Assistance Completion Report: Regional Roads Development II. Manila. 
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not materialize (para. 26), due to issues related to the design as well as implementation, the land 
acquisition process notably. 
 

Table 5: Technical Assistance, 2005–2018 

TA No Fund Source Title 

Approved TA 
Amount 

($ million) Approval Date Date Closed 

4728 TASF 
Support for Infrastructure 
Development 2.0 12-Dec-05 17-Sep-08 

7085 JSF 
Regional Roads Development 
Project 1.3 28-May-08 26-Jan-12 

7123 TASF 

Strengthening Environmental 
Practices for Road Network 
Development in Kalimantan 0.2 09-Sep-08 10-Mar-11 

8045 JFPR 
Improving Domestic 
Connectivity 0.5 12-Dec-11 22-Dec-15 

8138 TASF 
Regional Roads Development 
II 1.5 08-Aug-12 14-Mar-17 

8215 TASF 
Supporting Inclusive Growth 
Through Better Connectivity 1.0 06-Nov-12 09-Dec-16 

8530 ATF-ATG 

Sustainable Infrastructure 
Assistance Program - 
Strengthening Community 
Participation in Project 
Design, Implementation, and 
Monitoring in Regional Road 
Development Projects 
(Subproject 5) 1.0 06-Dec-13 01-Jul-18 

9116 ATF-ATG 

Sustainable Infrastructure 
Assistance Program - 
Improving Multimodal 
Transport Connectivity to 
Support Integrated Land and 
Sea Tollways (Subproject 7) 1.3 16-May-16 31-May-18 

9361 ATF-ATG 

Sustainable Infrastructure 
Assistance Program - 
Facilitating Regional 
Cooperation and Integration 
between Indonesia and 
Timor-Leste through 
Enhanced Cross-border 
Cooperation (Subproject 11) 0.2 23-Aug-17 Active 

Total Transport Sector TAs 8.9   
JFPR = Japan Fund for Poverty Reduction, JSF = Japan Special Fund, TA = technical assistance, TASF = Technical Assistance Special 
Fund. 
Source: Asian Development Bank. 
 
D. Assessment of the Transport Program 

 
1. Relevance 

 
33. Alignment with ADB and government strategy. ADB’s country strategies to a large extent 
mirrored the government’s strategic objectives, emphasizing certain areas in particular periods. In CSP, 
2003–2005, ADB stressed improvements in governance, meeting local needs through decentralization, 
better environmental management, and sustainable use of natural resources. CSP, 2006–2009 added 
improved infrastructure, including rural infrastructure, better decentralization, and accelerated 
achievement of the Millennium Development Goals (MDGs) on water supply and sanitation and 
education.  CPS, 2012–2014 and interim CPS 2015 expanded the previous focus areas by including 
climate change considerations, developing transport logistics and trade facilitation to enhance 
connectivity among islands and neighboring countries. These documents also supported policy reform, 
capacity development, and catalytic investments. CPS, 2016–2019 emphasized improved infrastructure 
services, better economic governance, and human resource development. During this period ADB 
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intended to help the government to reduce the backlog of planned infrastructure and to increase 
infrastructure investment. It also intended to boost its private sector and nonsovereign operations. All 
the country strategies included economic and inclusive growth as a main development pillar. ADB’s 
strategies and development directions were consistent and fully supportive of the government’s National 
Long‐Term Development Plan and the National Medium‐Term Development Plans throughout the 
evaluation period. 
 
34. Choice of modalities. There were only two genuine transport projects in the evaluation period, 
one of which was a carry-over from the previous evaluation period.31 This was despite the big drop in 
infrastructure investment (from more than 6% of gross domestic product a year to 3%) because of the 
global financial crisis of 2008. This had led to a backlog which would require more than doubling the 
current rate to 7%–8% a year if Indonesia is to achieve the growth it needs to enable poverty reduction 
and achievement of the MDGs. The MP3EI planned a heavy multi-modal investment program in six 
corridors requiring $470 billion in investment, with considerable participation by the private sector. Most 
of the MP3EI plans were carried over by KPPIP. However, this apparent desire by the government to boost 
infrastructure spending was not reflected in ADB’s transport portfolio. This was true for sovereign and 
nonsovereign operations. 
 
35. The inclusion of the two CDD projects which supported the government’s PNPM Mandiri Program 
was highly relevant. They enabled the government to expand its own program and, through the CDD 
approach, to empower households and involve village communities in project planning and 
implementation through the block-grants to address their villages’ perceived needs. The projects also 
helped women to play a more equal role in village matters and in prioritizing the village investment 
program. 

 
36. The two policy-based loans, two subprograms of Inclusive Growth through Improved 
Connectivity Program, were originally categorized as multisector projects. Both were processed by the 
Indonesia resident mission. The report and recommendation of the President (RRP) listed 34 policy actions 
that were cross-sectoral as well as transport-specific. These included presidential decrees, issuance of 
standard operating procedures, carrying out of pilot projects, passing a land acquisition law, establishing 
a budgetary mechanism for public service obligation (PSO) compensation to the railways, a decree and 
competitive pricing in freight handling services, issuance of a port master plan, and a decree on making 
a “single-window” the only reference portal for cross-border trade. The agreed-upon reforms were all 
important and necessary, but as a program they lacked cohesion and suffered from a lack of a logical 
step-by step reform road map. 

 
37. Inclusive Growth through Improved Connectivity Program Subprogram 1 also provided a capacity 
building TA project to support the newly established Committee for the Acceleration and Expansion of 
Indonesia’s Economic Development (KP3EI) under the Coordinating Ministry for Economic Affairs 
(CWG).32 The TA project supported KP3EI and CWG to coordinate MP3EI implementation by providing (i) 
comprehensive policy analyses and notes on connectivity issues to develop innovative policies; (ii) an 
initial review of MP3EI implementation, including an in-depth study of logistical constraints; (iii) 
preparation of a policy framework for private sector participation and PPPs in infrastructure; and (iv) 
capacity building for departments involved in connectivity and MP3EI at BAPPENAS and the Ministry of 
Transport. 

 
38. It could be expected that a policy-based loan would be preceded by intensive policy dialogue. 
However, there were no records available to the CAPE mission that would enable it to determine the 
depth of the discussions that led to the selection of the particular policy actions, except for a May 2012 
concept paper that listed several policy actions as already accomplished.33 The two subprograms had 
                                                           
31  Information shared with the CAPE mission indicated that the World Bank had also had no new transport projects since 2006 

and it had only one active project. Like ADB, the World Bank is financing community roads under the PNPM Mandiri Program. 
32  ADB. 2011. Technical Assistance to the Republic of Indonesia for Improving Domestic Connectivity. Manila. 
33  ADB. 2012. Concept Paper: Republic of Indonesia: Inclusive Growth through Improved Connectivity Program. Manila.  
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elements of lateral relationships. For example, under subprogram 1, the Ministry of Finance completed 
the draft regulations to set up the PPP unit, while the unit itself was established under subprogram 2. 
But all the subprogram 2 prior actions, which were somewhat easier than those in subprogram 1, had 
also been fulfilled before the Board presentation in the year between the two loan approvals. Hence, the 
CAPE views the PBL to be simple budgetary support. 
 
39. The Inclusive Growth through Improved Connectivity Program had a precursor in the sector 
development program under the Infrastructure Reform Sector Development Program,34 which was aimed 
at assisting the government in structural and institutional reforms across numerous sectors, including 
transport, to prepare a conducive environment for the private sector. A major outcome for the transport 
sector, the Infrastructure Reform Sector Development Program, supported the revision of the railway, 
aviation, and maritime laws that broke up the monopoly position of the related SOEs. The private sector 
can now be active in those sectors. However, recent investments in infrastructure have largely been 
carried out by the government or SOEs. Some of the policy agenda of Infrastructure Reform Sector 
Development Program has been further pursued under Inclusive Growth through Improved Connectivity 
Program under connectivity. This is true for land acquisition, PSOs, master plans for various transport 
subsectors, and increased competition. However, other loose ends of the Infrastructure Reform Sector 
Development Program could have been picked up by the Inclusive Growth through Improved Connectivity 
Program, such as the failure to establish a road fund, actions to achieve cost recovery in bus and ferry 
transportation, or more attention to routine road maintenance. The RRPs for the two subprograms of 
Inclusive Growth through Improved Connectivity Program mentioned that the program would build on 
Infrastructure Reform Sector Development Program, but this was the only reference. How exactly the  
Inclusive Growth through Improved Connectivity Program connected with the earlier program was not 
elaborated. 
 
40. Results framework. The CPS results frameworks did not have clear and measurable targets for 
transport. The CSP, 2006−2009 and CPS, 2016-2019 did not have any target indicators for transport. The 
CPS, 2012-2014 had two: (i) the average national highway condition rating would have improved from 
87% in 2009 to 94% by 2015, and (ii) all islands would have inter-island shipping and port services 
consistent with the national strategy. The second target indicator was unclear and unmeasurable, while 
the first was unrelated to the development goals that the CPS wanted to achieve. Due to the lack of clear 
and measurable targets, it is difficult to assess ADB’s performance and contribution. 
 
41. Planned versus approved portfolio. The CSP and country operations business plans (COBPs) 
during 2005–2014 included a series of transport projects that would eventually be cancelled. These 
included a multitranche financing facility (MFF) for a Regional Roads Development Program with two 
tranches (total of $480 million). This was eventually converted into a stand-alone project of $180 million. 
Some projects were planned but were not delivered during the CAPE period. A second phase of the 
Regional Road Development Project was planned and a project preparatory TA has been completed; 
however, the investment project has not been approved yet. Two maritime transport projects, an 
Interisland Transport Subregional Project and an Interisland Port Project, were planned but have never 
materialized.  
 
42. Development partner coordination. The transport sector has been traditionally been supported 
by international organizations, such as the World Bank, Islamic Development Bank, with bilateral 
assistance from Australia, the People’s Republic of China, France, Germany, Japan, the Republic of Korea 
and the Netherlands.  ADB, through its resident mission, engages in informal coordination to exchange 

                                                           
34   ADB. 2006. Report and Recommendation of the President to the Board of Directors: Proposed Program Cluster, Loans, Technical 

Assistance Grant, and Administration of Grant to the Republic of Indonesia for the Infrastructure Reform Sector Development 
Program. Manila. This program cluster lasted from 2005 until the end of 2012 and included three quick-disbursing PBLs (total 
amount $880 million), a loan ($26.4 million), an ADB-administered supporting grant from the Government of the Netherlands 
($7.6 million), and a TA grant ($2.0 million). About 25% of the intended outcomes and outputs have not been fully achieved. 
The PCR and the PVR both rated the program cluster successful, but the PVR downgraded the ratings for effectiveness, 
sustainability, and the preliminary assessment of impact. 
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views, plans, and policies with other development partners. The Islamic Development Bank cofinanced 
the Regional Road Development Project. For most of the CAPE period, a formal and regular forum for 
development partner coordination did not exist, although BAPPENAS maintains responsibility for overall 
coordination. In practice, the government prefers bilateral discussions with individual development 
partners in the transport sector. Moreover, different subsectors lie under different authorities. For 
example, national roads are overseen by the Directorate General of Highways of the Ministry of Public 
Works and Housing, oversees national roads; railways, ports and airports are the responsibility of the 
Ministry of Transport, but the operators are SOEs (PT Kereta Api Indonesia, PT Pelindo, PT Angkasa Pura) 
which are not under the domain of the Ministry of SOsE. This makes overall coordination difficult. 
 
43. Cross-cutting issues. The transport portfolio during the CAPE period covered a broad range of 
cross-cutting themes and subthemes. Rural Infrastructure Support to PNPM Mandiri Projects I and II 
contributed to inclusive growth by reaching out to lagging rural areas and providing poor farmers with 
better opportunities for marketing their produce and obtaining farm implements. Gender, governance, 
and anticorruption activities also played major roles in the design of these projects. Regarding land 
acquisition and resettlement, the portfolio required either limited or no land acquisition. The Regional 
Road Development Project aimed to facilitate regional cooperation by improving two roads leading to 
the border of Malaysia. The Inclusive Growth through Improved Connectivity policy-based loan supported 
governance reforms and enhancing private sector participation, including PPPs. ADB has produced no 
stand-alone knowledge products (reports or other publications) on Indonesia’s transport sector. Support 
for knowledge mainly came through TA projects which were tied to loans (paras. 31-32). 
 
44. Overall relevance assessment. ADB’s transport program during the CAPE period was dominated 
by the two policy-based loans, which accounted for almost 60% of the portfolio. A further 15% of the 
portfolio was multisector CDD programs. While policy reforms in the transport sector were important, 
the relative size of the transport investment portfolio may reflect diminishing ADB engagement with the 
sector. The greater government budget for roads in 2008, combined with the dominance of SOEs in air, 
water and rail transport, implied that ADB’s support was too small to make much of an impact at the 
country level. The fact that the two planned maritime projects did not materialize further indicated ADB’s 
weakening presence. The three CPSs did not have clear or measurable targets for the transport sector. 
Although the ADB program addressed some key cross-cutting issues, the CAPE assesses ADB’s transport 
program less than relevant. 
 

2. Effectiveness 
 
45. Achievement of the country partnership strategy results framework. Transport-related targets 
indicators can be found only in CPS, 2012-2014. Of those to be found there, only one of the two target 
indicators was measurable: that 94% of national highways should be in generally good or fair condition 
by 2015. The target was almost met, since 91% of national roads were in good or fair condition.  
 
46. Project-level achievements. Both the Road Rehabilitation II Project and the Regional Road 
Development Project achieved their purpose by improving vehicle access on strategic roads. The Regional 
Road Development Project helped regional cooperation by bringing better road connections up to the 
border of Malaysia (Sarawak and Sabah) and raised awareness of road safety. The road safety component 
assisted non-motorized traffic through the widening of road shoulders. The Socioeconomic Monitoring 
and Evaluation Program for the Road Rehabilitation II Project reported that in the evaluated sections 
travel time was cut by about 30% for travel distances of more than 50 km and in one section minibus 
fares decreased from Rp 25,000 to Rp 10,000. No such data are available for Regional Road Development 
Project as there has not been a PCR yet. 
  
47. In the Rural Infrastructure Support to PNPM Mandiri Project II, a two-step approach to block 
grants has been taken, which begs the question why the villages covered in Project I have not just been 
revisited. The villages from Project I would have acquired the capacity to implement a further grant more 
efficiently than a new village. It is understood that there were concerns in the earlier Rural Infrastructure 
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Support Project that the fixed block grant per village was not particularly appropriate. Most of the targets 
as spelled out in the respective design and monitoring frameworks have been monitorable and have to 
a large extent been achieved, or, if they required prior policy action, these are reported as having been 
carried out. The CDD approach has proven to be a good way of supporting women to become active and 
accepted in village planning and to participate in village committees, although the results varied 
substantially from village to village.  
 
48. Some of the major indicators of the Inclusive Growth through Improved Connectivity Program 
have been achieved. Investment in the transport sector increased by 18.2 % in 2013 and a further 50.4% 
in 2015 and private sector investment rose by 53.0% in 2013 and 35.8% in 2015. PPP reforms enabled 
SOEs to attract private investments and seven projects were under construction in 2016. The newly 
introduced “single-window” system helped to reduce the dwelling time of ships in Tanjung Priok from 
6.7 days in 2011 to 3.14 days in 2016.  
 
49. Considering the project and sector target achievements, ADB support in the transport sector has 
been effective. 
 

3. Efficiency 
 

50. Economic efficiency. Economic viability was calculated for the two transport projects. For Road 
Rehabilitation II Project, the economic internal rate of return (EIRR) of the road package at appraisal was 
estimated at between 10.3% and 49.9%. Three of the 40 road sections had EIRRs of just over 10% but 
were accepted on social considerations. The PCR results were based on actual cost and updated baseline 
traffic data and these calculated EIRRs at ranging between 16% and 46%. The higher figures were largely 
on account of higher than expected traffic and resulting higher benefits, offsetting the substantial higher 
investment cost. No road section had an EIRR below 12%. For the Regional Road Development Project, 
the RRP estimated the EIRR of the overall project at 13%. The low estimate was because a number of 
roads leading to the border area with Malaysia had not yet been upgraded but were expected to be 
upgraded. Those sections located in Kalimantan had an average EIRR of 11.5%; the road in Java had an 
average EIRR of 17.3%, bringing the overall project EIRR to 13%. The memorandum of understanding of 
the project completion mission indicates a much higher EIRR of 35.9%, because of substantially higher 
traffic volume during implementation.  
 
51. Process efficiency. Completion of the Regional Road Development Project was delayed by 27 
months because of several changes in the detailed design engineering, procurement, and land acquisition 
process. Other investment projects experienced minor completion delays (less than 5 months). The policy-
based loan Inclusive Growth through Improved Connectivity Program was not delayed, and disbursement 
was fast; the PCR and PVR assessed the project efficient. Nevertheless, the CAPE views the process 
efficiency of the program as problematic: over the years, several project proposals did not come to 
fruition and preparations had to be stopped for various reasons. This has led to a relatively meager ADB 
transport portfolio in Indonesia (transport is ADB’s largest portfolio in many other countries). 
 
52. It is also interesting to note that 81% of all the costs for the transport portfolio (excluding PBL) 
were used for civil works. For the CDD projects about 77% of the costs were for the road component and 
only 4.3% for consultancy, indicating that the CDD approach was cost-efficient in utilizing project funds. 
It also engaging local facilitators with hands-on guidance by consultants (training-the-trainer approach).  
 
53. The TA projects, on the other hand, experienced completion delays of 25 months on average. 
Difficulties in recruiting suitable consultants and changes in the scope of TA support were common 
causes of delays. 
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Table 6: EIRR Calculation of Investment Projects 
Loan No. Project EIRR at appraisal EIRR at completion PVR Notes 
2184 Road Rehabilitation II 

Project 
Sumatra: 32.4% 
Kalimantan: 13.4% 
All: 25.2% 

Sumatra: 16-46% 
Kalimantan: 15.2-40% 
All: 26.9% 

The basis for the traffic 
growth projections was 
not subproject-specific but 
was just based on network 
averages.The PVR assessed 
the project efficient. 

2449 Rural Infrastructure Support 
to PNPM Mandiri I 

Roads and bridges: 
51.8% 

n.c. n.c. 

2575 Rural Infrastructure Support 
to PNPM Mandiri II 

All investment: 28-68% All investment: 39.2% The PCR did not provide 
an appropriate discussion 
of how the EIRR was 
estimated from these 
sample village level 
projects. The appraisal and 
PCR estimates of project 
EIRRs were not 
comparable as different 
subprojects were 
measured. The PVR 
assessed the project 
efficient. 

2817 Regional Roads 
Development Project 

Average of all project 
roads: 13% 

n.a. n.a. 

EIRR = economic internal rate of return, n.c = not calculated, n.a. = not available, PCR = project completion report, PVR = project 
completion report validation report. 
Source: Asian Development Bank. 
 
54. Given the small sample of projects with EIRRs calculated at completion, the length of the average 
delays, the difficult project preparation process, and the limited future portfolio, the CAPE assesses the 
ADB transport portfolio in Indonesia less than efficient. 
 

4. Sustainability 

55. The quality of the construction components of the road projects was stated in the PCRs as being 
good or satisfactory. There was evidence of varying quality in design and construction, but it was 
reported that problems had been addressed. Enforcement of axle loading limits on national highways 
was identified in the PCRs as an issue. Reportedly this was being studied (at the time of loan closure in 
2011). At that time the weighbridge component, which had potential for being a means of on-the-road 
extortions, had been cancelled, to await the study recommendations on the enforcement of axle-load 
limits. 
 
56. The increase of national roads classified as being in “good” condition” from 37% in 2003 to 91% 
in 2016 indicates the resolve of the Directorate General of Highways (DGH) to tackle this issue. At the 
time of appraisal (2011) the DGH allocated about $1.2 billion of the annual budget for routine, periodic, 
and major road maintenance, or about 70% of the annual budget, for national highways. The 
maintenance budget is expected to increase over the next 5 years to fully meet needs, and sufficient 
funding will be allocated for maintenance of roads. 
 
57. The CDD project facilities have been implemented by the village communities themselves. 
Monitoring studies indicate that such facilities as roads, bridges, landings sites, irrigation channels, 
retaining walls, and other facilities that villages perceive as being relevant to them and easy to maintain 
have received the required operation and maintenance (O&M). However, in some villages not enough 
attention has been given to adequate O&M. In those cases, the responsible agency, the Directorate 
General of Human Settlements (DGHS), is directing the provincial and district administration to provide 
the required support to the communities to require them to participate regularly in community 
maintenance. The objective of empowering women to play a greater role in village affairs will only be 
possible if projects of the CDD type continue to be implemented in the project villages and elsewhere. 
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58. For the sustainability of PBL achievements, it is relevant that the government has demonstrated 
its resolve to change institutional arrangements and a capacity to support its overarching goal of more 
inclusive growth and more equal development between and amongst the islands. This will require 
political stability and continuity; the results of the recent election do hint to this direction. 
 
59. In summary, ADB’s involvement in the transport sector is rated as likely sustainable.   
 

5. Development Impact 

60. Impacts under the CDD projects included: (i) 8,910 km of village roads improved or upgraded; 
(ii) 14,531 bridges improved or upgraded; and (iii) 137 boat landings improved. The investments under 
the Rural Infrastructure Support to PNPM Mandiri Projects I and II facilitated transport cost reductions of 
between 30% and 50% (Project I). The impact evaluation for Project I suggested that the project had 
contributed to an increase of 15% in the project village residents’ incomes. The impact on poverty 
reduction has, however, not been investigated, but it seems certain the program had a positive impact. 
The CDD projects also helped to strengthen the local capacity for community planning and good 
governance. 
 
61. Direct attribution of impacts to the Inclusive Growth through Improved Connectivity Program is 
difficult because there were other factors that influenced the results. However, it is noteworthy that in 
2014, despite the global economic downturn, Indonesia achieved a GDP growth of 5.1%, and became 
one of top global performers, although the target of 7% was not achieved. After approval of the policy-
based loans, the share of logistics cost in the total cost of production declined from 27% in 2011 to 25% 
in 2016. This was in part because of improved intra- and inter-island connectivity through the increase 
in the number of pioneer services. 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 
a decrease in rural poverty in 2014 in the lagging eastern provinces. 
 
62. Cross-cutting issues. The CDD projects contributed to inclusive growth by reaching out to lagging 
rural areas and by providing poor farmers with better opportunities to market their produce and obtain 
farm implements. The Rural Infrastructure Support to PNPM Mandiri Projects I and II promoted active 
community participation by exposing the village communities, including women, to planning and 
decision making. The Road Rehabilitation II Project facilitated regional cooperation by improving two 
roads leading to the border of Malaysia. Traffic on those sections increased substantially during 
implementation. The Inclusive Growth through Improved Connectivity Program contributed to an 
increase in domestic private sector investment on infrastructure of 50.3% in 2013 and 35.8% in 2015, 
although the foreign companies are still hesitant to become involved in a large scale in Indonesia. ADB’s 
contribution to knowledge development has been minimal. 
 
63. Safeguards. All investment projects were classified Category B for the environment except for the 
Rural Infrastructure Support Project, which was Category C. No major issues were reported in the PCRs. 
None of the roads passed through conservation forests and most of the roads in the CDD projects were 
within or around the participating villages. On involuntary settlement, Regional Road Development 
Project was classified Category A since the project affected 5,230 households with compensation totaling 
$6.78 million. In the CDD projects, no major issues in the resettlement were reported. The CDD projects 
involved voluntary land donation, which was acknowledged in the ADB Safeguard Policy Statement. 
However, some differences between ADB’s Safeguard Policy Statement and domestic regulations have 
made the government reluctant to accept new loan projects. One of the reasons the intended Regional 
Road Development Project Phase 2 did not happen was the government delay in accepting ADB’s 
environmental impact assessment; it eventually cancelled that component and started construction using 
its own budget. None of the projects had any negative impacts on indigenous peoples. The difference 
between SPS policy principles on compensation – particularly on the non-title holders – and domestic 
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laws and regulations, is also another major issue, although the new Law No. 2/2012 on Land Acquisition 
for Public Purposes have narrowed the gaps. 
 
64. Overall, the development impact of the transport portfolio is rated satisfactory. 
 

6. Overall Assessment 
 

65. The strategic positioning and relatively small exposure of ADB in the transport sector investment 
led to a rating of less than relevant. On evidence available, the program can be rated effective, and with 
a development impact that is satisfactory. The program is, however, rated less than efficient, due to 
delays, and the limited success in converting the efforts at project design and preparation, funded by 
PPTA as well as an Australian-funded project preparation facility. The reforms supported under the PBL 
project have been important, but may not be fully complete, and sustainability is contingent on further 
support. On the whole, the achievements of the small ADB program are likely sustainable. In summary, 
the transport sector program during the CAPE, 2005–2018 period is rated successful on the borderline. 
 

Table 7: Assessment of the Transport Program 

Criteria Weight Assessment Score 
Weighted 

score 
Relevance 20% Less than relevant 1 0.2 
Effectiveness  20% Effective 2 0.4 
Efficiency  20% Less than efficient 1 0.2 
Sustainability  20% Likely sustainable 2 0.4 
Development Impact  20% Satisfactory 2 0.4 
Overall Assessment 100% Successful on the borderline  1.6 

 Source: Independent Evaluation Department.  
 

7. Other Assessments 
 
66. Consultants’ performance. The consultants engaged in the projects and the TA projects 
performed in a satisfactory manner. This included consultants for the TA project for Regional Roads 
Development II, which was rated less than satisfactory and which did not lead to the expected ensuing 
project. For the first two CDD projects, there were problems with the quality of the facilitators, who were 
often young and inexperienced recent university graduates and were not given sufficient guidance and 
technical supervision. This problem was addressed and in the PCR for the third CDD project it was 
reported that inexperienced facilitators had been trained and guidance from district consultants and the 
district project implementation units had been provided. The CAPE assesses the performance of 
consultants satisfactory. 
 
67. Performance of the Borrower and Executing Agency. The borrower and the executing agencies 
for projects demonstrated a strong commitment to implementing the projects successfully. It had 
complied with all major loan covenants (Table 8). Counterpart funds were provided in time and in the 
amounts required for the projects. For the CDD projects, the necessary decrees were issued and endorsed 
on time to launch the projects. As reported in the PCR for Rural Infrastructure Support to PNP Mandiri II, 
when the need arose to provide better advice to the inexperienced facilitators, DGHS responded by taking 
the initiative to recruit individual consultants as bridging consultants. These were financed by the 
government while recruitment for the project consultant was ongoing. However, DGHS often did not 
submit progress reports in a timely manner and it did not set up a proper mechanism for recording and 
reporting of complaints. With these minor qualifications, the overall performance of the borrowers and 
the executing agencies is assessed satisfactory. 
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Table 8: Compliance with Loan Covenants 
Loan No. Project or Program Compliance with Covenants 

2184 Road Rehabilitation II Complied with: all 41 
2221 Rural Infrastructure Support Project Complied with: 35; partially complied with: 

2  
2449 Rural Infrastructure Support to PNP Mandiri I Complied with: 37; partially complied with: 

2  
2575 Rural Infrastructure Support to PNP Mandiri II Complied with: all 41 
2817 Regional Roads Development Project Complied with: 20; partially complied with: 

7; not complied with: 1 
2942 Inclusive Growth through Improved Connectivity -

1 
Complied with: all 16 

3068 Inclusive Growth through Improved Connectivity -
2 

Complied with: all 16 

Source: Independent Evaluation Department, based on project completion reports.  
 
68. ADB performance. During implementation for all the projects, excluding the PBL for which no 
follow-up review missions were necessary, ADB fielded 37 review missions and 7 special missions to 
monitor safeguards and general project administration issues. For five projects, missions totaled 516 
person-days or 40 person-days per year. An appropriate number of review and special missions were sent 
to ensure expeditious and effective project implementation 
 
69. The PCR of the Rural Infrastructure Support Project noted that more missions could have helped 
to enforce the collection of baseline data for establishing a before and after comparison of the 
achievements spelled out in the DMF. The good general progress in implementation and the adherence 
to loan conditions indicate that the mission frequency was appropriate. The delegation of Rural 
Infrastructure Support to PNPM Mandiri Project II to the resident mission right after the project was 
declared effective was appreciated by the government and improved overall administration of the 
project. Resident mission staff also participated actively in the quarterly monitoring meetings for the 
project portfolio organized by BAPPENAS.  
 
70. The Regional Road Development Project, the only project with implementation delays, was given 
particular attention, reflected in the number of review missions. It was indicated to the CAPE mission by 
various government departments that the delegation of projects to the resident mission had helped the 
project keep within the budget and the implementation period. 
 
71. ADB did not stay with a relatively small portfolio for want of trying. Several serious attempts 
were made to design and prepare new transport projects to boost the portfolio. The government’s 
insistence on the use of country systems was one important reason for many initiatives not being 
converting into actual projects. ADB performance during the CAPE period is rated satisfactory. 
 
E. Issues, Lessons, and Recommendations 

 
1. Issues 
 

72. Start-up delays and project readiness. The government perceives ADB project preparation as 
cumbersome. It took a long time for ADB to approve detailed engineering designs, involving many 
iterations. The procurement process wass also regarded as too complicated, while ADB safeguard 
requirements were not consistent with the national regulations. These have reduced the government’s 
appetite to take on ADB loans for investment projects. 
 
73. Absence of investment lending support for transport will make re-engaging with government 
difficult. With the closure of the Regional Road Development Project, ties with the Department of 
Highways will come to an end. It is therefore important that the National Roads Development Project in 
the amount of $300 million listed in the COBP, 2019–2020 materializes. 



CAPE Indonesia, Linked Document F 
 

 
2. Lessons 
 

74. Close engagement between ADB and the executing agency could minimize start-up delays. In 
the case of the Road Rehabilitation II Project, the ADB resident mission’s early involvement in project 
implementation helped minimize start-up delays. Early engagement means that problems relating to 
procurement, detailed engineering design or safeguards can be anticipated at an early stage, and 
appropriate measures taken. 
 
75. The CDD approach was cost-effective in delivering small, community-based infrastructure, 
including village roads. It was an effective way to improve the livelihood of the rural poor and a means 
to empower villagers in becoming actively involved in village development with strong accountability and 
transparency. Under the CDD approach, villagers have a stronger sense of ownership and hence pay more 
attention to O&M. Success hinges on the quality and commitment of the project facilitators. Therefore, 
special care in their selection is required and they should be continuously advised and trained by project 
consultants. They should receive training when the need arises during project implementation.  
 

3. Recommendations 
 

76. ADB should address the project readiness issue. The resident mission should be involved in the 
project preparation stage, and project delegation should be done at the earliest stage possible. ADB 
should strengthen the capacity of executing agencies, particularly regarding detailed engineering design, 
procurement, and safeguards.   
 
77. ADB should regain its earlier strong presence in the transport sector. In addition to its continued 
involvement in road projects, ADB needs to become more active in other transport subsectors such as 
ports, railways, and maritime transport. Since many of these sectors are under the responsibility of SOEs 
that are often operating at a loss, this would open opportunities for engaging in SOE reforms to improve 
their governance and economic and financial performance (in particular of railways, ports, and airports). 
The recent IED evaluation on SOEs found that such involvement was important and urgent.35 It was noted 
that in COBP, 2019−2020 that a railway development project in the amount of $100 million was listed 
for 2019, again without project preparatory TA. ADB needs to ensure that this project materializes. 
Solutions for the use of country systems in projects, and land acquisition issues, need to be found, so 
that initiatives in project preparation can come to full fruition. ADB should be more active in providing 
knowledge products so it can be more influential in policy dialogue. 
 
78. Consider enhanced engagement through ADB’s private sector window including PPPs. The 
government would like a “project +” approach, meaning use of state-of-the-art technologies and 
approaches to solve problems. This is only possible through cooperation with the private sector who 
would be more willing to engage in Indonesia with ADB as partner, cofinancier, and/or guarantor.  

 

                                                           
35 IED. 2018. State-Owned Enterprise Engagement and Reform. Manila: ADB. 
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