
Has the Multi-Subsector Approach 
been Effective for Urban Services 
Assistance in Indonesia?
This special evaluation study 
focuses on the multi-subsector 
approach used to design and 
implement urban infrastructure 
projects in Indonesia. The 
evaluation provides key lessons 
and recommendations for future 
project formulation using multi-
subsector approach.

Evaluating the recent performance of the urban 
sector assistance in Indonesia and learning from 
experience are important because the “big-bang” 

decentralization put pressure on the management of 
urban areas, and the demand for urban infrastructure is 
expected to escalate due to population growth and rapid 
urbanization.

Since the start of ADB operations in Indonesia, the 
share of multi-subsector urban projects to total number 
of approved projects increased steadily up to 10% by 
1999. Thereafter, the share of urban projects dropped 
slightly to 9% following decentralization. In terms of 
volume of investment, 89% share of subsectors were in 
water supply, drainage, sanitation and sewerage, and 
solid waste. The remaining 11% comprised kampung 
(village) improvement program (KIP), guided land 
development (GLD), and institutional and other capacity-
building efforts.

Evaluation results for multi-subsector urban projects approved since 1991 
show a lower project success rate of 44% compared with 68% for other projects. 
It is imperative therefore to examine whether this could be due to the multi-
subsector approach adopted for these urban projects. Learning the strengths and 
weaknesses of this multi-subsector approach becomes even more important for 
Indonesia because of the expected growth in the urban sector and the challenges 
for urban infrastructure projects. 

Findings
The study assessed how ADB multi-subsector projects in Indonesia have fared 
against the three key evaluation criteria of relevance, resource use, and results. 

In terms of relevance, the multi-subsector approach is rated relevant. ADB 
assistance responded to the government’s successive five-year plans (REPELITAs). 
However, it is not evident that ADB made an effort to steer Indonesia in a new 
direction that would show how urban development should be addressed to 
achieve the best results.

Multi-subsector projects in Indonesia are less efficient in resource use. All of 
the reviewed multi-subsector projects experienced substantial implementation 
delays due to consultant recruitment, local government approval procedures, and 
irregularities in procurement. Land acquisition was a common problem for urban 
infrastructure projects, as locations were densely populated. 

The rating for results is less likely. Having multi-subsector components did not 
yield visible improvements in various indicators and impacts defined in the project
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document (e.g., livelihood and health). Multi-subsector projects saw no increase in 
operation and maintenance budgets or resources. Overall, ADB assistance for urban 
services in Indonesia under the multi-subsector approach is assessed partly successful. 

Lessons  
n When defining the project implementation organization, it is very important 

to assess who has the decision-making authority in the project area, where the 
key departments or divisions are placed, and what is the setup of the project 
management or project implementation units within the city or district.

n It is important to have some criteria to verify support from local beneficiaries. 
Incorporation of awareness-raising initiatives to promote ownership of 
beneficiaries is key for effective management and expansion of the system.

n Natural disasters or challenges stemming from major urban degradation can be 
opportunities to promote infrastructure investment and greater inter-agency 
coordination.

n There is a need to adopt new approaches, such as the use of solid waste 
to generate energy under the clean development mechanism to address 
environmental concerns.

n The presence of a local champion to negotiate with all relevant departments and 
agencies on prioritization and packaging of subcomponents is crucial to achieve 
geographical and vertical integration.

n During project preparation, the debt position on past capital investment loans 
of the targeted municipality should be checked. Problems on debt sustainability 
and/or reluctance in increasing indebtedness could be indications that approval 
for another subsidiary loan agreement will be difficult.

n Some subsectors can generate their own revenues. Separate accounts can be 
maintained for each subsector to improve efficiency and profitability.

n The shortcomings of past projects indicate that future project prioritization and 
preparation will require more staff resources from various disciplines.   

n Past ADB multi-subsector projects have shown that beneficiary participation is 
effective when the scale of urban infrastructure is at the neighborhood level.

n It is essential to recognize the arrangements made with the implementing 
agencies and to be realistic about the benefits of a project. 

n In designing urban sector projects for private sector participation (PSP), it is 
imperative to have a clear understanding and a plausible commitment on tariff 
setting, the economies of scale in operations, financial and economic costs and 
benefits, and the enabling environment for PSP.

n Cofinancing with bilateral aid agencies should be considered for a longer term 
capacity development strategy, with careful examination of institutional gaps 
and staff needs. 

n There is a need to collect project impact information. The government and ADB 
need to agree in advance on monitoring indicators, frequency of data collection, 
funding mechanisms, and measurement of benefits and economic values.

Feedback
ADB Management Response appreciates the study and agrees with the overall 
assessment and recommendations. Based on ADB’s recent experience in Indonesia 
and the ADB-wide trend to simplify the design of urban projects, Management 
suggested to extend the review of the multi-subsector approach to the region 
by selecting appropriate samples from key countries. The Chair’s Summary 
of Discussion of the Development Effectiveness Committee (DEC) noted the 
limited success rate in multi-subsector projects in the context of urban services 
assistance as compared to other projects in Indonesia. DEC underscored the IED 
recommendations and urged to note the lessons learned from success in other ADB 
developing member countries.
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Learning Curves are handy, two-page 
quick reference designed to feed 
findings and recommendations from 
evaluations to a broader range of clients. 

Recommendations
n The multi-subsector approach (as 

compared with other approaches) 
should not be adopted in 
urban projects unless there 
are agreements between the 
government and ADB on all of 
the following: (i) experience, (ii) 
procedures, (iii) strategy, and  
(iv) implementation management. 

n If local conditions do not favor 
adoption of multi-subsector 
approach, then ADB should adopt 
a sector-specialized approach with 
fewer components.

n There should be a financing 
scheme that strongly supports the 
multi-subsector approach. 

n A focused and long-term vision 
of ADB’s role in capacity building 
should be developed. 


