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National and Local Government Officials Sign Agreement to 
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Activity Update 

“This is a pro-poor program. The 
grants will accelerate the devel-
opment of our water infrastruc-
ture, and with continued support 
we anticipate long-term bene-
fits.” 

  
– Eddy Santana Putra 
Mayor of Palembang 

 

Minister for Public Works Djoko Kirmanto, 
Ambassador Bill Farmer and local officials 
offer each other congratulations on the suc-
cessful effort.  
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BEFORE DECENTRALISATION, the national government was 
a significant contributor to new investment for Indonesia’s 
municipal water and sanitation provision. As local 
autonomy has increased, local governments have assumed 
full responsibility for provision of water and sanitation 
services but the funds they have been able to mobilise 
have not kept up with the need for investment in these 
services. As a result, the pace of new piped water 
connections and sewerage system development has fallen 
well short of needs, especially in urban areas. About 30 
percent of the urban population currently has access to 
piped water, and just 11 cities have sewerage systems, 
covering  only 2 percent of the nation’s population.  

With support from the Government of Australia, 
Indonesia’s Ministry of Finance (MoF) and the Directorate 
General of Human Settlements at the Ministry of Public 
Works (MPW) are helping local governments to develop 
new water and sewerage connections by providing grants 
on an incentive basis. When localities invest in their water 
and sanitation systems, they are rewarded with funds 
based on the number of new connections put into 
operation. The focus is on increasing services to poor 
households. The Indonesia Infrastructure Initiative (IndII), 
an AusAID funded project, has cooperated with MoF and 
MPW to lay out the legal, financial, contractual and 
technical aspects of this output-based grant program. 

Signing Up To Participate 
A key milestone in the initiative was reached on 18 June, 
2010, when a signing agreement was held at MPW offices 
in Jakarta between MoF and 25 local governments who 
have agreed to take part in the program. The signing cer-
emony was witnessed by the Australian Ambassador to 
Indonesia, Bill Farmer, and Indonesia’s Minister for Public 
Works, Djoko Kirmanto. The 25 localities represented ci-
ties and districts in Sumatera, Java, Kalimantan, West Nusa 
Tenggara and Sulawesi. 

Work on the new connections is expected to begin imme-
diately, and it is anticipated that another 10 local govern-
ments will join the program before year’s end.  ̧ 

Indonesia Infrastructure Initiative is an 

Australian Government funded project 

designed to promote economic growth in 

Indonesia by enhancing the relevance, 

quality and quantum of infrastructure 

investment 

 


