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Description   

Improving domestic connectivity is one of the key strategic pillars in the government’s Medium-Term Development 
Plan 2010-2014 (RPJMN). It is also one of the strategic foci of the government’s Master Plan for the Acceleration 
and Expansion of Economic Development 2011-2025 (MP3EI) issued in May 2011. To achieve higher and more 
inclusive growth across the region in Indonesia, the MP3EI had three strategic foci: (i) accelerating economic 
development in six economic corridors; (ii) improving national connectivity; and (iii) strengthening human resources, 
science, and technology, which are prerequisites to sustained, accelerated and green growth. The TA supported the 
government’s initiative on the second strategic focus to improve domestic connectivity, with emphasis on inter-island 
connectivity. Recognizing the need to upgrade its capacity to support accelerated reforms in the area, the TA was 
requested by the government during the Country Partnership Strategy (CPS) consultation, prior to the release of the 
MP3EI. The priority areas covered under the TA were formulated based on discussion with the Ministry of Transport 
(MOT), the National Development Planning Agency (BAPPENAS), and other government counterparts during TA 
fact finding and consultation missions. 

The TA aimed to provide inputs to the review and the process of updating the government’s planning documents. 
This was done by developing basic databases, key performance indicators, and selected analysis of interisland 
connectivity constraints. The Research and Development Agency, Ministry of Transport (R&D, MOT) was the 
executing agency of the TA. The implementing agencies included the MOT, the Coordinating Ministry of Economic 
Affairs (CMEA), and BAPPENAS.  

Expected Impact, Outcome and Outputs 

The impact was enhanced implementation of reforms for improving inter-island connectivity. The outcome was 
strengthened analytical capacity of the government ministries in delivering policy analysis on domestic connectivity to 
support their annual planning and strategy. The TA covered four core areas: (i) reviewing the existing planning 
documents and related regulations and doing a stock take of recent studies and relevant international experience; (ii) 
conducting a logistics chain survey of the pioneer shipping operation in eastern Indonesia to establish initial case 
study data and to identify key constraints on efficient inter-island connectivity; (iii) developing tools to assess policy 
and reform options and physical programs to address the most critical constraints; and (iv) developing a capacity 
building program in the relevant government ministries.  

Delivery of Inputs and Conduct of Activities  

A minor change in implementation arrangements was approved on 14 May 2013 to reduce the focus of the logistics 
chain survey (the second core area of the TA) to facilitate greater focus on pioneer shipping operations in eastern 
Indonesia. The consultancy input of the TA included two international transport specialists (159 person-months in 
total), 1 national transport specialist (195 person-months), and 1 national economist (197 person-months). Japanese 
experts were invited as resource persons in related workshops and studies organized by the executing agency. The 
terms of reference were adequate as TA consultants successfully catered to the need of executing and implementing 
agencies, and the accomplishment of TA outcome and outputs. The TA was extended for a total of 18 months. The 
first extension for one year to supported R&D, MOT and for the MOT to complete the logistics chain survey within the 
pioneer shipping operations in eastern Indonesia. The second extension of six months implemented the final training 
and dissemination workshop in March and June 2015. Overall, the performance of the consultants, the executing 
agency, and ADB, were satisfactory.    

Evaluation of Outputs and Achievement of Outcome  

All outputs of the TA were achieved. Under output 1, the review of the government’s planning document on 
connectivity was prepared and delivered to R&D, MOT. Under output 2, the TA supported R&D, MOT to conduct a 
logistics chain survey of the pioneer shipping operations in eastern Indonesia. The survey was designed to support 



 
 

MOT to (i) review the current shipping operations in eastern Indonesia; (ii) provide inputs on ways to optimize 
shipping routes based on the region’s socioeconomic needs; and (iii) develop criteria and a sustainable approach to 
the provision of central government subsidies for the operation of pioneer shipping routes. The survey covered about 
30% of all pioneer shipping operations (54 routes, 40 ports, and 23 ships). The TA report includes a summary of the 
survey data; an assessment of pioneer shipping service performance; recommendations for new and optimal routes; 
and a sustainable subsidy mechanism to support pioneer shipping services. MOT used the survey findings as inputs 
in the preparation of its Strategic Plan (RENSTRA) 2014-2019 related to pioneer shipping. 
 
Under outputs 3 and 4, the TA developed a bottom-up multi-regional computable general equilibrium model of the 
Indonesian economy (IndoTERM) with a detailed treatment of the transport sector, suitable for connectivity policy 
impact analysis. The IndoTERM is also suitable for examining broader structural reform policies or projects, such as 
port improvement, road development, and airport development, in any region in Indonesia. The TA supported 
training of people from relevant ministries, including MOT, BAPPENAS, and CMEA; Bank Indonesia—The Central 
Bank; as well as university academics, to operate the model and discuss reform agenda. Bank Indonesia, 
BAPPENAS, and MOT have conducted several studies using IndoTERM. The TA also introduced and trained R&D, 
MOT staff to use a more suitable tool to better plan pioneer shipping operations in eastern Indonesia. 

Overall Assessment and Rating  

The TA achieved the outputs and outcome and in completing all the planned activities, developing a model to 
support connectivity reform analysis, and disseminating the outputs to a wider audience. The TA was timely as it 
facilitated policy dialogue between ADB, the government, and academia in this important reform agenda. The TA 
also provided the tools needed for analysis of connectivity reform issues. The tools and analyses produced by the TA 
are proving useful for policy makers in designing connectivity policy reforms in Indonesia. The TA successfully 
facilitated the government in enhancing its policy making exercises in inter-island connectivity through better policy 
analysis and more informed stakeholders’ consultations, including with Bank Indonesia and academia. Bank 
Indonesia have now adopted IndoTERM in its growth diagnostic study and produced a joint publication with ADB on 
structural reform. Overall, the TA was rated successful. 

Major Lessons 

Strong coordination is required to support the government’s policy reform agenda as demonstrated through the TA. 
Dissemination of the economic models to a broad audience, such as Bank Indonesia and academia improved the 
credibility of the analysis.  

Recommendations and Follow-Up Actions 

The government’s policy on pioneer shipping services should be further developed as the economy grows because 
the policy adjustments made so far have significantly improved inter-island connectivity and reduced transport and 
logistics costs. The tools built by the TA, and particularly the modelling tools, should be developed further, for 
example through the enhancement of the national transport model (covering regencies, ports, maritime & land 
network) and its associated data base. Access to, use of, and training in the modelling tool could be broadly adopted 
in government and research institutions to develop detailed analysis of proposed policy reforms and infrastructure 
investments.  

TA = technical assistance. 
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