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WATER AND OTHER URBAN INFRASTRUCTURE AND SERVICES SECTOR 
PROGRAM ASSESSMENT 

 
A. Introduction 

 
1. This sector assessment is part of the country assistance program evaluation (CAPE) for Indonesia. 
It evaluates the strategy and assistance of the Asian Development Bank (ADB) in the water and other 
urban infrastructure and services (WUS) 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 WUS sector that would be relevant to the preparation of the next country partnership strategy 
(CPS). 
 
B. Sector Context 
 

1. Background 
 
2. Indonesia is undergoing a historic transformation from a rural to an urban economy. In 1960, 
only 15% of the Indonesian population lived in urban areas. It took 30 years for that figure to double 
(Figure 1). Despite the Asian financial crisis in 1998−1999, population growth and increased economic 
activities in urban areas have led to further urbanization. It took only the next 20 years for Indonesia to 
reach 50% of the population, or 128 million people according to the 2010 census, living in urban areas, 
making Indonesia one of only six countries in the world with more than 100 million urban residents. By 
2035, more than two-thirds of the Indonesian population will live in urban areas. 
 

Figure 1: Urban Population in Indonesia, 1960−2050 

 
Source: World Bank Open Data (https://data.worldbank.org/, accessed 7 May 2019).  

 
3. Indonesian cities have also transformed. In 1990, seven cities had populations above 1 million: 
Jakarta, Surabaya, Bandung, Medan, Semarang, Palembang, and Ujung Pandang (now Makassar). In 
2010, five more cities joined this group, while Jakarta had become a megacity, hosting more than 10 
million people. At the same time, eight cities transformed from medium-sized cities to cities (based on 
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the United Nations classification of populations between 500,000 and 1 million). Seven of these are 
outside Java. In total, Indonesia has one megacity, 10 medium-sized cities, 16 cities, and 67 small cities.1 

 
4. Indonesia has benefited less from urbanization than other countries. According to a World Bank 
estimate, while every 1% growth in urban population correlated with an increase in per capita gross 
domestic product (GDP) of 13% for India, 10% for the People’s Republic of China, and 7% for Thailand, 
Indonesia has gained only 4% GDP growth for every 1% of urbanization. This is due to the congestion, 
pollution, and disaster risks resulting from insufficient infrastructure investment.2 Indonesian cities have 
not invested enough in basic infrastructure such as piped water and sewer systems. Access to improved 
clean water and improved sanitation are low (Figures 2 and 3). 
 

2. Government Strategy  
 

5. Urban development plan. In the National Long-Term Development Plan, 2005−2025, the 
government intended to achieve a balanced growth of mega, big, medium and small cities to control 
urban sprawl and conurbation.3 In the National Medium-Term Development Plan, 2004−2009 and 
2010−2014, this vision was reiterated.4 The latest plan, 2015−2019, was more specific in outlining the 
urban development plan. The objectives were for Indonesia to: (i) implement the national urban system,5 
(ii) meet urban services standards, (iii) develop green and resilient cities, (iv) develop smart cities, and  
(v) improve the capacity of urban planning and governance.6  
 
6. Water and sanitation. Improving water and sanitation services has been a target of all 
development plans from 2005. The government sees improving water supply and sanitation as: (i) part 
of the provision of basic needs; (ii) a means to improve the access to and quality of health; and  
(iii) a way of supporting the growth of the other sectors (trade, industry, tourism, and services). The 
government strategy on water and sanitation was also aligned with the attempt to achieve the 
Millennium Development Goals (MDGs), under the National Medium-Term Development Plans, 
2004−2009 and 2010−2014 and the Sustainable Development Goals under the plan for 2015−2019. 
 

3. Sector Achievement 
 
7. Achievements and issues. Under the National Medium-Term Development Plan, 2010−2014, the 
government set a target for 67% of households to have improved access to clean water by 2014. As 
Figure 2 shows, the target was achieved, as 68% of households at the national level (80% in the urban 
areas) now have improved access to clean water. The government set a target of 100% access to clean 
water by 2019 under the National Medium-Term Development Plan, 2015−2019, but the target is unlikely 
to be achieved. By 2017, improved water was accessible to only 72% of households. Moreover, access to 
clean water in urban areas seems to have stagnated at 80%−81%, which is a concern. Of the population 
who had access to clean water, only about a third had access to piped water from local water companies 
or community water groups. Non-piped water (mainly ground water) is still the main source of clean 
water, even in urban areas. It has been estimated that about 60% of households in Jakarta still rely on 
groundwater as their main source of clean water.7   

 

                                                           
1 L. Katherina. 2018. Dinamika Pertumbuhan Penduduk Kota-kota di Indonesia. http://kependudukan.lipi.go.id/en/population-
study/human-ecology/511-dinamika-pertumbuhan-penduduk-kota-kota-di-indonesia.  

2 World Bank. 2016. Indonesia’s Urban Story. Washington, D.C. 
3 Government of Indonesia. 2005. Rencana Pembangunan Jangka Panjang Nasional, 2005−2025. Jakarta. 
4 Government of Indonesia. 2005. Rencana Pembangunan Jangka Menengah Nasional, 2005−2009, and Government of Indonesia. 
2010. Rencana Pembangunan Jangka Menengah Nasional, 2010−2014. Jakarta. 

5 The national urban system consists of urban centers at the national, regional, and community levels. 
6 Government of Indonesia. 2015. Rencana Pembangunan Jangka Menengah Nasional, 2015−2019. Jakarta. 
7 The Jakarta Post. 2018. Why the rich in Jakarta have better access to water than the poor?   
https://www.thejakartapost.com/academia/2018/03/19/why-the-rich-in-jakarta-have-better-access-to-water-than-the-poor.html  

http://kependudukan.lipi.go.id/en/population-study/human-ecology/511-dinamika-pertumbuhan-penduduk-kota-kota-di-indonesia
http://kependudukan.lipi.go.id/en/population-study/human-ecology/511-dinamika-pertumbuhan-penduduk-kota-kota-di-indonesia
https://www.thejakartapost.com/academia/2018/03/19/why-the-rich-in-jakarta-have-better-access-to-water-than-the-poor.html
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Figure 2: Access to Improved Clean Water, 2009−2017 (% of households) 

 
Note: Before 2011, only drinking water was included. Starting 2011, access to clean water also 
includes water for washing and bathing.  
Source: Statistics Indonesia, various years. 

 
8. On sanitation, the government set a target of 75% of population having access to basic quality 
sanitation by 2014. This was not achieved as only 69% of population had access to improved sanitation 
in 2014 (Figure 3). Even in urban areas, only 77% households had access. It is important to note that 
septic tanks are the main type of improved sanitation even in urban areas. Sewerage coverage exists in 
only 11 of the country’s 98 cities, and only 2% of city residents have access to centralized sanitation 
systems. The reliance on groundwater and septic tanks is a big concern for urban development in 
Indonesia. 

 
Figure 3: Improved Access to Improved Sanitation, 2009−2017 (% of households) 

 
        Source: Statistics Indonesia, various years.  

 

49.8
42.5

75.8 76.9 79.3 80.3 81.3 81.0 80.8

47.7
44.2

64.0 64.9
67.9 68.4 71.0 71.1 72.0

67.0

0.0

25.0

50.0

75.0

100.0

2009 2010 2011 2012 2013 2014 2015 2016 2017

Urban National 2014 Target

69.5
72.8 72.7 73.2

76.5 76.7 76.4
80.8 80.7

51.2
55.5 55.7 57.9 60.6 61.1 62.1

67.8 67.9

0.0

25.0

50.0

75.0

100.0

2009 2010 2011 2012 2013 2014 2015 2016 2017

Urban National 2014 Target



CAPE Indonesia, Linked Document G 

C. ADB Strategy and Portfolio 
 

1. Country Partnership Strategy 
 
9. CPS, 2006−2009. The CPS listed pollution of surface water, contamination and depletion of 
groundwater, air pollution, and illegal disposal of solid and hazardous wastes from residential and 
industrial sources as serious problems for urban development. Support for water supply and sanitation, 
together with education, was part of the fourth strategic area of engagement, the achievement of 
MDGs.8 
 
10. CPS, 2012−2014. The CPS acknowledged that household access to improved water and basic 
sanitation is lagging in both urban and rural areas. ADB support for improving supply and sanitation in 
poor towns and selected cities was mentioned under Pillar I (inclusive growth) and Pillar II (environmental 
quality). The CPS results framework targeted the share of population with sustainable access to an 
improved water source at 69%, and basic sanitation at 62%, both by 2015.9 

 
11. CPS, 2016−2019. The CPS noted that rapid urbanization had strained service delivery. Growth 
had been accompanied by increasing water and air pollution as urban service provision had not kept 
pace with rapid urban population growth. Employment in the urban areas was higher than that in rural 
districts. ADB support would focus on urban sanitation, under the improved infrastructure services 
priority area. The CPS results framework targeted the share of the national population with access to 
improved sanitation at 100% by 2019, in line with the government’s National Medium-Term 
Development Plan target.10 
 

2. Other Strategies and Sector Assessment 
 

12. Sector Assessment. An ADB water supply and sanitation sector, strategy, and road map for 
Indonesia was issued in 2013 to inform the CPS.11 The document outlined key ADB initiatives to reduce 
water supply shortages and improve sanitation. ADB’s main strategy for investments in the sector was 
an expansion of sewer systems in the main cities, and a return to the water supply sector. The investment 
programs were to be supported by technical assistance (TA) to (i) support the Ministry of National 
Development Planning (BAPPENAS) in preparing the water supply and sanitation sector provisions of the 
National Medium-Term Development Plan, 2015−2019; and (ii) improve the financial performance of 
water companies. 
 
13. Country water assessment. A country water assessment was published in 2016.12 The assessment 
pointed out a large discrepancy between the demand for water and the capacity of the local water 
companies (PDAMs) to supply clean water. As a result, groundwater is still the main source of water, 
including in urban areas. While groundwater is an appropriate stable source of good quality water for 
domestic use, overextraction in urban areas and water pollution threatens its sustainability. Poor 
sanitation facilities, especially dysfunctional septic tanks, are a major threat to the quality of the shallow 
groundwater. The assessment recommended that exploitation of groundwater, especially in the deep 
layers (>20 meters), by the community for domestic or nondomestic uses should be monitored and 
controlled. On sanitation, high urbanization has led to rising demand for communal and central 
sanitation facilities. This requires proper management, cost-recovery tariffs, and institutional embedding 
to generate the huge investments needed. Priority should be given to large inland urban areas located 
upstream from other users (e.g., Bandung basin) and areas where high pollution levels are impeding 
priority developments. 

                                                           
8  ADB. 2006. Indonesia: Country Strategy and Program, 2006−2009. Manila. 
9  ADB. 2012. Indonesia: Country Partnership Strategy, 2006−2009. Manila. 
10 ADB. 2016. Indonesia: Country Partnership Strategy, 2016−2009. Manila. 
11 ADB. 2013. Indonesia: Water Supply and Sanitation Sector Assessment Strategy, and Road Map. Manila. 
12 ADB. 2016. Indonesia: Country Water Assessment. Manila. 
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3. WUS Portfolio, 2005−2018 

 
14. ADB support for WUS during the CAPE period amounted to $591 million in 22 projects, or 3% of 
total ADB portfolio in Indonesia. The portfolio consisted of six sovereign loans of $478 million, one 
$2 million grant, 11 TA projects totaling $17 million, and one nonsovereign loan of $50 million. The 
grant, nonsovereign loan, and four of the TA projects were approved before the CAPE period.  
 

Table 1: ADB Water and Other Urban Infrastructure and Services Portfolio, 2005−2018 
  
Sector 

All Closed Active 
No. $ million % No. $ million No. $ million 

Sovereign Loans 6 477.6  80.8  1 100 5 377.6 
Grants 1 2  0.3  1 2 0 0 
TA 14 16.77  2.8  11 13.35 3 3.42 
Nonsovereign Loans 2 94.7  16.0  2 94.7* 0 0 
All Modalities 23 591.1 100.0  14 210.05 8 381.02 

ADB = Asian Development Bank, No. = number, TA = technical assistance, WUS = water and other urban infrastructure and 
services. 
*The $47 million East Jakarta Water Supply Development Project was approved in 2013 but cancelled in 2015. 
Source: Asian Development Bank. 
 
15. Loans and grant. The sovereign loans and grant portfolio is presented in Table 2. Of the six ADB 
loans, three were investment projects delivering wastewater treatment plants (WWTPs): the Metropolitan 
Sanitation Management and Health Project,13 and two loans for the Metropolitan Sanitation 
Management Investment Project.14 Both projects aimed to build new WWTPs in five cities, rehabilitate 
the existing WWTPs in two cities, and provide more than 300 community-based sanitation systems, with 
a combined investment of $155 million.  
 
16. Two loans supported the government community-driven development (CDD) program, Program 
Nasional Pemberdayaan Masyarakat (PNPM) Mandiri. The program provided block grants for 
municipalities to finance small-scale, community-level infrastructure, of their choice, which were to be 
built and maintained by the community through a participatory process. The investment ranged from 
rural roads, drainage, sanitation, to rehabilitation of village assets. The $74 million Neighborhood 
Upgrading and Shelter Project, Phase 2 provided support to improve slum neighborhoods in 20 cities,15 
while the $100 million Urban Sanitation and Rural Infrastructure Support to the PNPM Mandiri Project 
provided block grants to 600 rural villages and 1,350 urban neighborhoods to implement community-
based sanitation improvement activities.16 

 
17. The Accelerating Infrastructure Delivery Through Better Engineering Services Project TA Loan 
($148 million) was provided to improve the capacity of project design preparation and investment 
management of the Ministry of Public Works and Housing (MPWH), the main executing agency for most 

                                                           
13  ADB. 2014. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical Assistance 

Grants to the Republic of Indonesia for the Metropolitan Sanitation Management and Health Project. Manila. 
14   ADB. 2014. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Republic of Indonesia 

for the Metropolitan Sanitation Management Investment Project. Manila. 
15   ADB. 2014. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Republic of Indonesia 

for the Neighborhood Upgrading and Shelter Project (Phase 2). Manila. 
16  ADB. 2011. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Administration of 

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

 



CAPE Indonesia, Linked Document G 

infrastructure projects.17 A Japan Fund for Poverty Reduction (JFPR) grant was provided for housing 
upgrade activities in the post-tsunami Aceh and North Sumatra ($2 million).18 

 
18. In addition to the WUS portfolio, the Integrated Citarum Water Resources Management 
Investment Program, which was listed under the agriculture and natural resources sector, had a big WUS 
component. This $503.8 million multitranche financing facility and a $50 million loan were approved in 
2008. One of the objectives was to drastically improve the bulk water supply to Jakarta, an urban 
development objective. But the poorly designed project failed to deliver, with consequences for the 
subsidence of the whole of Jakarta due to unabated groundwater extraction for drinking water supply. 
The project was cancelled in 2017.19 

 
Table 2: Sovereign Loan and Grants, 2005−2018 

Loan or Grant No. Title 
Approved Amount  

($ million) Fund Source Approval Date Date Closed 
2654 Metropolitan Sanitation Management 

and Health Project 35.0 OCR 19-Jul-10 Active 
2768* Urban Sanitation and Rural Infrastructure 

Support to the PNPM Mandiri Projecta 100.0 OCR 05-Aug-11 23-Nov-16 
3122 Neighborhood Upgrading and Shelter 

Project-Phase 2 74.4 OCR 31-Mar-14 Active 
3123/8280 Metropolitan Sanitation Management 

Investment Project 120.0 OCR/AIF 31-Mar-14 Active 
3455 Accelerating Infrastructure Delivery 

Through Better Engineering Services 
Project (TA Loan) 148.2 OCR 10-Nov-16 Active 

 Total Loan 477.6    
9074 Seismically Upgraded Housing in 

Nanggroe Aceh Darussalam and N. 
Sumatera (Grant) 2.0 JFPR 06-Sep-05 16-Mar-11 

 Total Grant 2.00    
AIF = ASEAN Infrastructure Fund, JFPR = Japan Fund for Poverty Reduction, No. = number, OCR = ordinary capital resources, TA = technical 
assistance. 
a This loan was reclassified as WUS for purposes of the CAPE but is also included in the transport sector assessment. 
Source: Asian Development Bank. 

 
19. Technical assistance. The list of TA support is presented in Table 3. Nine out of 11 TA projects 
have closed. Most were project preparatory or capacity development TA, which were part of an 
investment project. Three TA projects were stand-alone. The Supporting Water Operators' Partnership TA 
supported training, workshops and other capacity buildings for local water companies (PDAM) and 
wastewater treatment operators.20 The Water Supply and Sanitation Sector Development Project helped 
BAPPENAS in preparing the National Medium-Term Development Plan, 2015−2019.21 The Sustainable 
Infrastructure Assistance Program Green Cities: A Sustainable Urban Future in Indonesia TA supported 
BAPPENAS in preparing the National Urban Development Strategy, 2015−2025.22 
 
 
 
 
 

                                                           
17   ADB. 2014. Report and Recommendation of the President to the Board of Directors: Proposed Technical Assistance Loan to the 

Republic of Indonesia for the Accelerating Infrastructure Delivery Through Better Engineering Services Project. Manila. 
18  ADB. 2005. Proposed Grant Assistance to the Republic of Indonesia for Seismically Upgraded Housing in Nanggroe Aceh 

Darussalam and North Sumatera (Financed by the Japan Fund for Poverty Reduction). Manila. 
19 ADB. 2018. Completion Report: Integrated Citarum Water Resources Management Investment Program. Manila. 
20  ADB. 2010. Technical Assistance Report: Supporting Water Operators' Partnership. Manila 
21  ADB. 2011. Technical Assistance Report: Water Supply and Sanitation Sector Development Project. Manila 
22  ADB. 2016. Technical Assistance Consultant Report: Sustainable Infrastructure Assistance Program - Green Cities: A Sustainable 

Urban Future in Indonesia. Manila 
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Table 3: Technical Assistance, 2005−2018 

TA No. Title 
Approved Amount  

($ million) Fund Source Approval Date Date Closed 
4763 Metropolitan Sanitation Management and 

Health Project (JSF) 1.70 JSF/ MTF-WFPF 16-Jan-06 21-Oct-10 
7562 Capacity Development for Metropolitan 

Sanitation Management and Health Project 1.50 TASF/ ATF-ATG 19-Jul-10 31-Oct-13 
7739 Supporting Water Operators' Partnership 1.25 ATF-ATG 14-Dec-10 26-Jun-15 
7843 Strengthening Sanitation Planning and 

Efficiency Improvement 1.00 JFPR 05-Aug-11 30-Apr-16 
7939 Water Supply and Sanitation Sector 

Development Project 0.50 eAKPF-K 25-Nov-11 31-Oct-14 
7993 Metropolitan Sanitation Management and 

Health Project II 1.00 Japan 13-Dec-11 18-Mar-14 
8484 Sustainable Infrastructure Assistance Program - 

Technical Assistance Cluster Management 
Facility (Subproject 1) 4.56 ATF-ATG 11-Oct-13 03-Nov-17 

8508 Sustainable Infrastructure Assistance Program - 
IKK Water Supply Sector Project (Subproject 2) 0.72 ATF-ATG 06-Nov-13 17-Jun-16 

8518 Sustainable Infrastructure Assistance Program - 
Green Cities: A Sustainable Urban Future in 
Indonesia 1.12 ATF-ATG 26-Nov-13 03-May-17 

8666 Sustainable Infrastructure Assistance Program - 
Capacity Development for the Metropolitan 
Sanitation Management Investment Project 
(Subproject 6) 2.27 

ATF-ATG/ 
BMGFTAG 13-Jun-14 

Active (will 
close in Nov-

19) 
9198 Sewerage System Development Project 1.16 TASF 07-Oct-16 Active 

 Total TA 16.77    
ATF = Asian Tsunami Fund, ATG = Australian Technical Assistance Grant, BMGFTAG = Bill and Melinda Gates Foundation Technical Assistance 
Grant, eAKPF-K = e-Asia Knowledge Partnership Fund, IKK = ibukota kecamatan (municipal capital) JSF = Japan Special Fund, MTF = 
Multidonor Trust Fund, TASF = technical assistance special fund., WFPF = Water Financing Partnership Facility. 
Source: ADB. 

 
20. Nonsovereign loans. ADB provided a $50 million nonsovereign loan to support capital 
expenditures by PT Palyja, one of the two water companies in Jakarta. The loan to PT Palyja was approved 
in 2007 and closed in 2012.23 A second loan to PT Aetra, another water company in Jakarta, was approved 
in 2013 with the amount of $47 million, but later cancelled in 2015. The cancellation was due to the 
uncertainty of the Amended Restated Cooperation Agreement being finalized following the new Jakarta 
provincial election in 2014. There were concerns that this might lead to several policy changes.24 

 
D. Assessment of the Water and Other Urban Infrastructure and Services Program 

 
1. Relevance 

21. Appropriateness of CPS support. ADB provided solid analytical work on the WUS sector in each 
of the CPSs evaluated. The sector assessments provided good situation analysis; identified the key issues, 
challenges, and institutional arrangements; and drew lessons from previous interventions. However, this 
good analytical background work did not translate well into the CPSs’ priorities. The CPSs used generic 
language such as “better water supply and sanitation” or “increase sustainable access to safe water 
supply and improved sanitation.”  
 
22. The CPS results frameworks did not have clear and measurable targets for WUS. The country 
strategy and program (CSP), 2006−2009 did not have target indicators for WUS. The other two CPSs used 
the government targets on water and sanitation as the sector outcomes. This was not appropriate, since 

                                                           
23  ADB. 2007. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Republic of Indonesia 

for the West Jakarta Water Supply Development Project. Manila. 
24  ADB. 2013. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Republic of Indonesia 

for the East Jakarta Water Supply Development Project. Manila. The memorandum on the loan termination was circulated in 
February 2015.   
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the government targets were nationwide, while ADB support covered a limited region, and, for 
sanitation, only urban areas. Due to the lack of clear and measurable targets, it is difficult to assess ADB’s 
performance and contribution. 
 
23. Strategic positioning. ADB support focused on sanitation. The focus on sanitation and one 
executing agency was relevant, given the relatively small size of the ADB WUS program. ADB has also 
learned from past experience by avoiding the multisector (and multiagency) approach in urban projects 
that led to coordination problems and other difficulties in the past.25 

 
24. Excluding the TA loan, which focused more on capacity for engineering design, ADB provided 
two investments on WWTP totaling $155 million. Two other loans supported PNPM Mandiri, the 
government CDD program. As a CDD program, PNPM Mandiri has an “open menu” approach – 
community could propose the infrastructure they would build – for the community infrastructure 
subprojects that it supported. However, the Urban Sanitation and Rural Infrastructure Support to the 
PNPM Mandiri Project targeted part of its support at neighborhoods participating in urban sanitation 
activities. The other support for PNPM Mandiri, the Neighborhood Upgrading and Shelter Project (Phase 
2) focused more on rural infrastructure and urban slum improvements. Hence, at least 60% of ADB’s 
investment in the CAPE period was allocated to sanitation.  

 
25. It was not clear whether the choice to focus on sanitation was by design, since in the first two 
CPSs, ADB stated that it planned to engage in both water supply and sanitation. Only in the last CPS did 
ADB specifically mention the focus on sanitation. Targeting urban sanitation projects may be justified 
since other development partners have worked intensively on water and rural sanitation.26 However, the 
government lacked a clear agenda and strategy for urban sanitation. The national government agenda 
for sanitation has focused on eliminating open defecation, which is still prevalent in rural areas and the 
eastern part of Indonesia. In practice, urban sanitation is left to local governments, which may not 
prioritize the issue.  

 
26. Given the lack of leadership on sanitation, ADB could have played a more active role in leading 
the issue through wider policy dialogue and a donor coordination forum. ADB is widely regarded as a 
key supporter of the government’s sanitation efforts. ADB could have leveraged this perception to 
influence policy decisions, including through ADB’s knowledge products. ADB’s approach to engaging 
with the government has been opportunistic. For example, based on the country’s constraints and 
challenges reflected in ADB’s analytical work, the government target to achieve 100% access to water 
and sanitation in the last National Medium-Term Development Plan was unrealistic. Still, ADB accepted 
this as the target for the last CPS.  

 
27. Planned versus delivered. The CSP and country operations business plans (COBPs) during 2005–
2014 showed that a series of WUS projects were planned but these have yet to be delivered. A water and 
sanitation sector development project loan, and a second Metropolitan Sanitation Management and 
Health Project was in the pipeline, with project preparatory TA projects having been completed. A project 
supporting municipal water companies (the Ibukota Kecamatan Water Supply Project) and a green city 
investment project are also being prepared. Given the PPTA projects that have recently completed, the 

                                                           
25   Independent Evaluation Department (IED). 2010. Special Evaluation Study – Indonesia: Has the Multi-subsector Approach been 

Effective for Urban Services Assistance? Manila: ADB. This study was influential in moving ADB support for WUS away from 
multisectoral projects to the "one project - one sector” approach followed in Indonesia. The multisectoral approach was too 
complex and had insufficient impact. However, as Strategy 2030 requires more integrated projects, it will be interesting to see 
how similar challenges can be avoided moving forward. 

26  The Department of Foreign Affairs (DFA) of Canada), the Department of Foreign Affairs and Trade  (DFAT) of Australia, the United 
States Agency for International Development (USAID), Japan International Cooperation Agency, the Netherlands Government, 
Deutsche Gesellschaft für Internationale Zusammenarbeit (GIZ), United Nations Children's Fund (UNICEF), World Bank, PLAN 
International, and CARE are all actively contributing to the improvement in rural water and sanitation. DFAT, Australia and the 
World Bank’s approach to sanitation is a combination of sewer and on-site community-based sanitation. JICA supports sewer 
development in Denpasar, Bali.  
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project is expected to carry over to the next CPS. Cancellation of the Integrated Citarum Water Resources 
Management Investment Program means ADB will not be able to use the program to improve water 
quality in Jakarta and some other cities.  

 
28. Cross-cutting issues. The two WWTP investments and CDD projects supported the inclusive 
growth agenda. The CDD projects were targeted at relatively poor or marginal communities (less 
developed villages, urban slums, and poor neighborhoods) that lacked basic services and infrastructure. 
While the WWTP projects were not targeted specifically at the poor population, the projects were 
intended to minimize the financial burden for low-income households to install sanitation services. The 
projects also supported the environmentally sustainable growth objective by supporting better water 
supply and sanitation services. The CDD projects had women empowerment components, which were 
built into the PNPM Mandiri design.  

 
29. Knowledge solutions. ADB produced two major publications during the CPS period. The country 
water assessment (footnote 12) provided a broad assessment of both rural and urban water sectors. The 
assessment intended to provide a platform for dialogue to advance water reforms across Indonesia, and 
to find a balance between the water demand for household, food and agriculture, and energy.  The TA 
projects supported governance and knowledge development. A recent publication on wastewater 
management provided guidelines for drafting local regulations.27 In addition, the three stand-alone TA 
projects provided a knowledge basis for drafting the government’s strategy as well as a knowledge 
network among water and wastewater operators (para. 19). 

 
30. Overall relevance assessment. This CAPE assesses the ADB WUS program in Indonesia relevant. 
The quality of analytical work, the decision to be selective, and the alignment with inclusive and 
environmentally sustainable growth were three factors that have improved relevance. However, the 
generic nature of the CPS support, the lack of measurable and monitorable results frameworks, and the 
pragmatic approach to engaging with the government were factors that reduced relevance.  
 

2. Effectiveness 

31. Effectiveness in meeting the CPS results framework targets. The CSP, 2006−2009 did not have a 
target indicator for WUS. The CPS, 2012−2014 set a target of 69% of population to have sustainable 
access to an improved water source, and 62% to have sustainable access to basic sanitation. Both targets 
were achieved (Figures 1 and 2). However, it was not clear how ADB contributed to these achievements 
since the WWTP investments have not finished, while the scope of intervention of the two CDD projects 
was limited. The CPS, 2016−2019 targeted universal coverage of access to sanitation, which is unlikely to 
be achieved. 
 
32. Loans. Assessing the effectiveness of the WUS program is difficult since only one of the six loans 
during the CAPE period has closed with a project completion report (PCR). This project accounted for less 
than 25% of the whole loan portfolio. The Urban Sanitation and Rural Infrastructure Support to the PNPM 
Mandiri Project was assessed effective by the PCR28 and by the validation report.29 Most performance 
indicators’ targets were achieved or exceeded, meaning that village residents gained access to better 
village infrastructure. The CDD nature of the project, and the fact that it supported an existing national 
government program, explained most of the project performance. Given this experience, the CAPE 
expects that the other CDD project, the Neighborhood Upgrading and Shelter Project (Phase 2), will also 
be effective. 
 

                                                           
27 ADB. 2017. Urban Wastewater Management in Indonesia: Key Principles and Issues in Drafting Local Regulations. Manila. 
28 ADB. 2017. Completion Report: Urban Sanitation and Rural Infrastructure Support to the PNPM Mandiri Project. Manila. 
29 IED. 2017. Validation Report: Urban Sanitation and Rural Infrastructure Support to the PNPM Mandiri Project. Manila.  
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33. The first WWTP project, Metropolitan Sanitation Management and Health Project, targeted 
14,700 new connections in Yogyakarta and 13,300 in Medan by 2014. Less than half of the target had 
been achieved by 2014; however, as of 2017, 15,031 new house connections in Yogyakarta, and another 
9,280 in Medan, had been installed.30 The largest investment project, Metropolitan Sanitation 
Management Investment Project, undertook a scope change. The Cimahi WWTP was dropped from the 
project due to the prolonged land acquisition process, reducing the number of WWTPs supported from 
five to four.31 As a result, the overall WWTP capacity proposed will decrease from 83.0 megaliters per day 
to 51.7 megaliters per day. Furthermore, the service area and the number of connections to the central 
(off-site) sewerage systems in the other four cities will also be reduced by 46%: from 82,900 to 44,300.  

 
34. Technical assistance. Two of the three stand-alone TA projects had TA completion reports. The 
Supporting Water Operators' Partnership was self-assessed successful. The TA achieved its expected 
outcomes. The participating water and wastewater operators improved their financial performance 
through more efficient operations. They benefited from the training, workshops, knowledge exchange, 
and international partnerships supported by the TA. The Water Supply and Sanitation Sector 
Development Project has been effective in providing BAPPENAS staff with information and tools to 
improve their planning capacity, especially in preparing National Medium-Term Development Plan, 
2015−2019, as confirmed by the content of the plan. 

 
35. The TA project Green Cities: A Sustainable Urban Future in Indonesia was a component of the 
umbrella Sustainable Infrastructure Assistance Program TA, financed by the Australian Government. The 
TA provided inputs for BAPPENAS in preparing the National Urban Development Strategy, 2015−2025, 
which could provide a platform for further strategy and cooperation in the urban development sector. 

 
36. Overall effectiveness assessment. The CAPE assesses the WUS program effective. The target of 
universal access to water and sanitation by 2019, the sector target of the last CPS results framework, is 
unlikely to be achieved. While the targets for the CPS, 2012−2014 were achieved, this could not be 
attributed to ADB support. However, the achievement at the project level was better. The two CDD 
projects, Urban Sanitation and Rural Infrastructure Support to the PNPM Mandiri Project (the only 
completed project in the evaluation) and Neighborhood Upgrading and Shelter Project, Phase 2 
performed well. The Metropolitan Sanitation Management Investment Project have achieved the 
intended output targets, although the second wastewater investment, the Metropolitan Sanitation 
Management and Health Project had to undertake a project scope change. The TA projects helped 
BAPPENAS in preparing the national strategy. However, the lack of clear strategy and leadership on WUS 
in Indonesia remains an issue, suggesting that ADB’s support has yet to change the situation. 
 

3. Efficiency 

37. Economic efficiency. The economic internal rate of return (EIRR) at completion for the Urban 
Sanitation and Rural Infrastructure Support to the PNPM Mandiri Project was 29%−75%. Since no other 
projects have completed, EIRRs are not available and could not be used to assess efficiency. 
 
38. Process efficiency. The Urban Sanitation and Rural Infrastructure Support to the PNPM Mandiri 
Project had a 17-month extension while Neighborhood Upgrading and Shelter Project (Phase) 2 was 
extended by 18 months. The progress of the two WWTP loans—Metropolitan Sanitation Management 
Investment Project and Metropolitan Sanitation Management and Health Project—was slow. The 
Metropolitan Sanitation Management and Health Project closing date was extended by 5.5 years from 
June 2015 to December 2020. Meanwhile, the Metropolitan Sanitation Management Investment Project 
has experienced a major scope change that will likely impact its closing date. By May 2019, the ADB-

                                                           
30 Aide Memoire: Metropolitan Sanitation Management and Health Project Review Mission. January 2019.  
31 ADB. 2016. Major Change in Project: Metropolitan Sanitation Management Investment Project. Manila. 



CAPE Indonesia, Linked Document G 

financed portion of the project had disbursed only 3.6%, and 9% under the portion financed by the Asian 
Infrastructure Fund. 

 
39. The Metropolitan Sanitation Management Investment Project, ADB’s largest WUS investment, is 
classified by the rocurement, Portfolio, and Financial Management Department as a project with an actual 
problem. By the end of 2018, the project had yet to start civil works. Cimahi WWTP was dropped from 
the project in 2016 since the local government was not able to procure land on time. Other WWPs in 
Makassar, Jambi, and Pekanbaru had to undergo design changes due to government’s new effluent 
standards. Prolonged recruitment of consultants, completion of detailed engineering designs, incomplete 
land acquisition, and budget increases have further delayed implementation. The Metropolitan Sanitation 
Management and Health Project faced similar problems, which led to the project being extended for 5 
years.32  

 
40. The nine TA projects that have closed experienced average delays of 20 months. The project 
preparatory TA for the Metropolitan Sanitation Management and Health Project was closed almost 4 
years after its original closing date. Other TA projects experienced delays in closing date of between 5 
and 34 months. 

 
41. Given the implementation performance, the CAPE assesses the WUS program less than efficient. 
 

4. Sustainability 

42. The Independent Evaluation Department (IED) assessed the Urban Sanitation and Rural 
Infrastructure Support to the PNPM Mandiri Project less than likely sustainable since some facilities built 
by the project had issues. There was also no provision for major or periodic maintenance of facilities, and 
a lack of clarity as to which entity would cover a possible shortfall in the operation and maintenance 
costs (O&M) if the user charges collected were less than required.  
 
43. It is not clear how the community would finance O&M of the facilities built under the Urban 
Sanitation and Rural Infrastructure Support to the PNPM Mandiri Project and or the Neighborhood 
Upgrading and Shelter Project, Phase 2. It is also important to note that the government discontinued 
the PNPM Mandiri program in 2014. A new scheme, village fund (Dana Desa), was introduced, and the 
management applied the principles of CDD programs. While most of the village funds were used to build 
or rehabilitate village infrastructure, including community sanitation facilities, there has been no 
systematic monitoring of whether the funds were used to finance O&M of the existing facilities built 
under the two projects.  

 
44. While the Metropolitan Sanitation Management and Health Project is nearing completion, the 
borrower has yet to comply with the covenant related to wastewater tariff setting, which is still below 
the cost recovery level.  Setting the wastewater tariff seems to be a problem for both WWTP investments. 
Under decentralization, water and sanitation is one of the public services under the domain of city and 
district governments. However, it has been difficult to convince local governments to prioritize WWTP 
investments, because Indonesians are used to having a septic tank. In a discussion with BAPPENAS, staff 
admitted that many city governments did not show strong ownership of the WWTP investments. They 
did not see the investment as a priority. Lack of clear policy and leadership in the subsector will also 
create complexities over who should operate WWTPs, provide household connections, and what should 
the tariff scheme be. In many countries, combining a sewage and water tariff is the normal practice but 
there is lack of a successful model in Indonesia. It is also unclear how willing households are to pay for 
connections. 

 

                                                           
32 In an interview, staff from BAPPENAS said that one of the problems faced by the projects was minimal ownership by the local 

government, which sees the project as belonging to the central government.  
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45. Given this background, the CAPE assesses WUS program less than likely sustainable. 
 

5. Development Impact 

46. The relatively small size of ADB support in WUS means that, in terms of finance, ADB plays only 
a small role and its development impact can only be limited. However, by focusing on the sanitation 
subsector, ADB’s small financial contribution can still have potential significant impact. However, the 
sanitation subsector lacks clear strategy and leadership from the government. Meanwhile, the ADB 
approach was more opportunistic rather than using its leverage to influence the policy agenda.  
 
47. Although ADB was not too involved in the water subsector, it supported regulatory and policy 
reforms through public sector management policy-based lending. However, the support has yet to bring 
about a significant transformation. Access to piped water connections did not improve as expected. Local 
water companies (PDAMs) generally suffered from poor governance and underinvestment.33 While one 
nonsovereign loan for PT Palyja, one of Jakarta’s water companies, was successful, the second loan was 
cancelled (para. 20). 

 
48. Cross-cutting themes. The two CDD projects helped improve basic services in the participating 
villages, which were targeted based on high rate of poverty incidence (above 20%) and low level of basic 
rural infrastructure. The gender action plan helped ensure that women participated in the community 
decision-making and labor. The two projects supporting WWTPs have yet to be completed and it is too 
early to assess their cross-cutting impacts. Their achievement of the cross-cutting themes of inclusive and 
environmentally sustainable growth will depend on progress in providing house connections, especially 
for low-income households. Given that the Metropolitan Sanitation Management and Health Project took 
a while to achieve the household connection target, and the Metropolitan Sanitation Management 
Investment Project has disbursed only 3.6% of its ADB-financed funding, the contribution of the WWTP 
investment in the CAPE period is less than satisfactory.  

 
49. Knowledge. The two publications (para. 29) were important documents that provided good 
assessments and recommendations for strengthening the governance of the sector, including how to 
prepare local regulations and to work with the private or state-owned water utilities and wastewater 
operators. However, given that they were only recently published, it is too early to assess their impact on 
the policy-making process. The Supporting Water Operators' Partnership TA facilitated a network of 
twinning programs involving some domestic PDAMs and wastewater operators, which has provided the 
basis for further capacity building initiatives. However, as the TA completion report admitted, training 
activities are not enough to ensure long-term impacts. More support is required to develop the capacity 
of the wastewater utilities and improve their financial sustainability.34 Nevertheless, the model seems 
promising and ADB may consider continue this support in the next CPS. 
 
50. Based on the above conditions and the performance of the WWTP investments, the CAPE 
assessed the development impact of ADB support for WUS less than satisfactory. 
 

6. Overall Assessment 

51. The WUS program during the CAPE period was less than successful. The program was relevant, 
given the quality of analytical work and decision to apply selectivity principle. It was effective, since the 
two CDD projects and one of the wastewater investment project have performed well, despite the target 
of universal access to water and sanitation by 2019 was not met. The program was less than efficient, 
given the significant delays in all investment projects and most TA projects. Lack of clear strategy and 

                                                           
33  IED. 2018. Validation report: Infrastructure Reform Sector Development Program (Subprograms 1, 2, and 3, and an Infrastructure 

Project Development Facility). Manila: ADB. 
34 Footnote 20. 
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leadership in the sanitation subsector raised questions about the status of the investments after the 
projects are closed. The CAPE assessed the WUS program less than likely sustainable. Finally, given the 
relatively small size of ADB support, ADB’s pragmatic approach to engage with the government, and the 
performance of the WWTP investments, the development impact of the WUS program was assessed less 
than satisfactory. 
 

Table 4: Assessment of the WUS Program 
Criteria Weight Assessment Score Weighted score 

Relevance 20% Relevant 2 0.4 
Effectiveness  20% Effective 2 0.4 
Efficiency  20% Less than efficient 1 0.2 
Sustainability  20% Less than likely sustainable 1 0.2 
Development Impact  20% Less than satisfactory 1 0.2 
Overall Assessment 100% Less than successful  1.4 

WUS = water and other urban infrastructure and services. 
Source: Independent Evaluation Department. 

 
E. Other Performance Assessments 
 

1. Performance of the Borrower and Executing Agencies 

52. The PCR for Urban Sanitation and Rural Infrastructure Support to the PNPM Mandiri Project 
assessed the executing agency’s performance satisfactory. The Directorate General of Human Settlements 
(DGHS) demonstrated commitment to project implementation, provided counterpart funds on time, and 
endorsed the decrees that were needed to launch the projects in all participating provinces. The borrower 
also complied with the loan covenants, except for the quarterly submission of progress reports, the 
absence of which reflects the weak role of the central project management unit. The quality of 
monitoring and evaluation by the DGHS was, however, insufficient. The PCR validation report concurred 
with the overall assessment, but pointed out the poor quality of public information and dissemination 
activities and the recruitment of community facilitators.  
 
53. The DGHS is also the executing agency for the two WWTP investments. Both have experienced 
significant implementation delays (para. 38). The Metropolitan Sanitation Management and Health 
Project is nearing completion (after a 5.5-year extension). In general, the covenants have been complied 
with, except for that related to wastewater tariff setting, since tariffs are still below the cost recovery 
level. An aide memoire dated January 2018 noted that the gender action plan activities were behind 
schedule.  

 
54. In contrast, most of the loan covenants for Metropolitan Sanitation Management Investment 
Project have yet to be complied with, and gender action plan activities have yet to start, given that the 
project is still at an early stage due to significant delays. The June 2018 aide memoire also mentioned the 
late submission of the safeguard monitoring report.  

 
55. Overall, the CAPE assesses the performance of the borrower and executing agency satisfactory. 
The CAPE considers that the DGHS, the executing agency for most projects under WUS program, could 
have done better in ensuring projects were implemented in a timelier manner, and in improving its 
monitoring and evaluation capacity. Nevertheless, the CAPE acknowledges that the WUS program in 
Indonesia is complex and requires significant coordination among key agencies at central and local levels, 
and the DGHS had to implement the projects under such circumstances. 
 

2. Performance of ADB 

56. The PCR validation report for the Urban Sanitation and Rural Infrastructure Support to the PNPM 
Mandiri Project concurred with the PCR and assessed the ADB performance satisfactory. ADB conducted 
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10 missions during the project cycle, provided support and guidelines to resolve issues during project 
implementation and showed flexibility in addressing the issues. ADB actively participated in the quarterly 
monitoring meetings coordinated by BAPPENAS. On the downside, ADB should have anticipated the 
likelihood of noncompliance with effluent discharge standards, which were not met by 20% of the 
subprojects, and inadequate O&M. 
 
57. In the Metropolitan Sanitation Management and Health Project and the Metropolitan Sanitation 
Management Investment Project, ADB conducted regular missions, adequately identified implementation 
issues, and provided necessary recommendations for DGHS. ADB support for capacity building at the 
policy level, mainly to BAPPENAS, was necessary to maintain policy dialogue. ADB has also been flexible 
in meeting the client’s demands. The decision to support the government’s efforts to use big data for 
urban transport planning and management was an important step in maintaining ADB’s presence in the 
WUS sector. 

 
58. ADB should have been produced more knowledge products to influence policy decisions. ADB 
should have given more support for safeguard capacity building, especially for local governments.35 On 
balance, the CAPE assesses ADB’s performance satisfactory. 
 
F. Issues, Lessons, and Recommendations 

 
1. Issues 

59. Coordination. There was lack of coordination between national and regional planning. Urban 
planning, including water and sanitation, is left to the city governments, which often do not have 
sufficient political will and do not prioritize water and sanitation. This affected the land acquisition 
process, which is the responsibility of local governments, and led to inefficiencies in implementation. 
 
60. Sustainability. There was a lack of guidance on pricing sanitation and water supply services. In 
the case of CDD programs, it is unclear how communities would finance O&M. This will affect the 
sustainability of outcomes. Because Indonesians are used to having septic tanks, it will be difficult to 
convince households to connect and pay, while PDAMs may be reluctant to add such services to their 
businesses. 
 

2. Lessons 

61. Policy dialogue. WUS is a complicated sector and requires considerable effort to be given to policy 
dialogue with the government and donor coordination to bring about the necessary policy changes and 
implement the best practices. This is especially important in the absence of leadership in the sector. 
  

3. Recommendations 

62. ADB should engage more actively in policy dialogue in the sanitation subsector. Policy for the 
sanitation subsector has so far been based on goodwill rather than a coherent strategy. The Sustainable 
Urban Future in Indonesia TA under the Sustainable Infrastructure Assistance Program Green Cities 
initiative would provide a good starting point for ADB to engage in broader urban development issues. 
The TA has provided support for BAPPENAS in preparing the National Urban Development Strategy, which 
could become a platform for ADB in engaging more actively in policy dialogue. The central government 
has sufficient instruments to support sanitation initiatives, but it has not used them well. For example, 
the government could have issued regulations to mandate cities of a certain size to have WWTPs. It could 

                                                           
35 In an evaluation mission for safeguards in which the Metropolitan Sanitation Management Investment Project was one of the 

project case studies, IED found that safeguard monitoring at the local government level was weak, with unclear authority and 
institutional responsibility. See IED. 2016. Real-time Evaluation of ADB’s Safeguards Implementation Experience Based on 
Selected Case-Studies. Manila: ADB. 
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provide supporting regulations and incentives to encourage households to connect; for example, 
subsidies for connections, penalties for non-connection, reducing the use of septic tanks by requiring 
mandatory septic tank desludging. Financial incentives for WWTP operators, or for local water companies 
to include the services, need to be developed. ADB and other development partners could lead the policy 
dialogue, providing knowledge on this issue, and use the right combination of lending instruments to 
support policy reforms. 
 
63. ADB should invest in the broader urban development agenda. Urbanization is and will be one of 
Indonesia’s big development challenges. ADB is in a position to become a key development partner. The 
use of data and technology to inform policy is one possible area of ADB engagement. BAPPENAS indicates 
that the government is interested in utilizing big data for commuter planning and management under 
the “Smart City” initiative, with possible applications in other aspects of urban planning.  
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