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PREFACE

In response to a request from the Government of the Republic of Indonesia, the Government
of Japan decided to conduct a development study on Land Provision for Housing and
Settlements Development through KASIBA and Land Consolidation in Jakarta Mctropolitan
Arca in the Republic of Indonesia and enfrusted the study to the Japan International
Coopemtlon Agency (JICA).

JICA sclected and dispatched a study team headed by Mr. Kenji TANAKA of Yachiyo
- Engineering Co., Ltd. and consisting of members from Yachiyo Engincering Co., Ltd. and
- Pacific Consultants International Co., Ltd. to Indonesia, five times between January 1998 to
December 1999, In addition, JICA set up an advisory commiitee headed by Dr. Takashi
~ Onishi, Professor of Tokyo University between January 1998 to December 1999, which
examined the study from specialist and technical points of view.

The team held c_lisétlssions with the officials concemed of the Government of the Republic of
Indonesia and conducted field surveys in the study area. - Upon relurning to Japan, the team

conducled further studies and pfepared this final report.

[ hope that this report wnll contnbute to the promotlon of this prolect and to the enhancement
~of fncndly relahonshlp between our two counlnes -

' Fmally, [ wlsh to express my sincere appr’cc_iation_to the officials concerned of the
Government of the Republic of Indonesia for their close cooperation extended o the team.

'.Januarj.{ 2000

L
. o ~ S .
/27
_ Mr Kimio Fujita
: - President
Japan Internatlonal Coopuatlon Agency




January, 2000

LETTER OF TRANSMITTAL

Mr. Kimito Fujita,

President

Japan International Cooperation Agency
Tokyo, lapan

We are pleased to submit to you the study report on the Study on Land Provision for Housing
and Scttlements Development  through KASIBA and Land Consolidation in Jakarta
Metropolitan Arca.

This Study was conducted by Yachiyo Engineering Co., Ltd., in association with Pacific
Consultants International, under a contract to JICA, during the peried from Janixary 1998 to
January 2000. During the course of the Study, we conducted studies on system development
of KASIBA and Land Consolidation as well as case studies in Parung Panjan and Jatiasih in
the Jakarta Metropolitan Area.

We would like to take this opportunity to express our sincere gratitude to your Agency, the
Ministry of Foreign Affairs, the Ministry of Construction.  We are also most grateful for the
cooperation and assistance from the officials concerned in Indonesia, the JICA Jakatta office,

and the Embassy of Japan in Indonesia.

We hope that this report will contribute to the de?elopincni of the Repub}.ic of f;ldonesia. '

Very truly yours,

Kenji TaaKa

Team L¢ader, _ :
The Stydy on Land Provision for -
Housing and Settlements through
KASIBA and Land Consolidation in
Jakarta Metropolitan Area
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EXECUTIVE SUMMARY

EXECUTIVE SUMMARY

1. Background and Purpose of the Study

The Indoncsian government enacted the Law No. 4/1992 on housing and human settlement in
1992. This law set forth a new urban and housing development approach of “KASIBA” for
controlling urban sprawl rampant in Jakarta Metropolitan area in the carly 1990s. The State
- Ministry of Housing and lluman Settlement (then The State Ministry of Housing) started
drafting the government regulation for implementation, (which was finally issued by the
- government on September 30, 1999). On the other hand, the State Minister for Agrarian Affairs
and the National ].and Agency (BPN) have bccn cxccutmg Land Consolidation (L/C) projects
through out the country, based on the basic agrarian Law/1960 and the related government
regulations. Through past experiences, the BPN has found problems of the existing L/C system
to be addressed. In these cases the siudy was executed for the development/improvement of
KASIBA and L/C. KASIBA and land consohdatmn arc understood in the scope of work of lhc
: sludy as follows ' - . .

. _KASIBA KAS] BA, or Kfiwasan Slap Banglm ( RBA or Ready Bmld Atea )isa plccc of land,
which is prepared for large scale housing and settlement developments, and consists of one or
more LISIBA, or Lingkungan Siap Bangun ( RBE or Rcady Build Envirenment ). Tts
- implementation is done sequentially starting with support of primary and secondary network of
~ environment infrastructure suitable for the locat spatial plan determined by the second level of
- local government, and satisfying the rcqunemcnts of housmg and sctllcmcnts standards for
' mfrastructurc and publlc ulllmes ' -

Land consolrdatton Land consolldatlon or land Consolldatlon in some counlries, is one of thc

: mcasures for land policy associated with the arrangement and rearrangement of land tenure and

tand use to provnde land for infrastructure dcvelopment in accordance wnh development plan

B through actwc parttcnpatlon of the commumty

lhc Sludy has bccn camcd out from thc start lo the cnd wnthin a chaotic social situation of |
Indonesia for around two years bctween January 1998 and January 2000. The monetary crisis in
c'lrly 1998, which coincided with the stari of this Study, triggered the financial and economic

- crisis, followed by the pohllcal change with the fall of the long-lasted previous political regime

of President Suharto in May 1998. Thc social unrest continued through the period of the

b 'prows:onal regime of B.J. Hablble until the final polmcal seltlement represented by the

. selection of a new. prcsndent Abdurrahman Wahid, and the formation of his new
' cabmctlgovemmcnt was reached in October 1999, Subsequently, the new government started
rcstructurmg and refonnmg the orgamzahonal and administrative system of the government in

- Tesponse to the tasks mandated to the new government, especially decentralization. It was just

~ in the midst of the organlzauonal ;cstruclurlng of thc govcrnmcnt that lhls final report was

. _compllcd in J'muary 2000

Ky 2 Urb an Deve]opment System Improvemcnt Study

: ‘2 I Urban and Land Management Systcm in Indonesna

e Htstorlcal contexf

B =T he rapld urbanuallon feaiurcd Wlih urban sprawl whlch startccl in thc Jabotabck area in the o
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latc 1980s was the social background which urged the Indonesian government to (ake
measures for effective urban and land management. The milestones were the legislation of the
Housing and Settlcment Law No. 4 1992 and the Spatial Planning Law No. 24, 1992. The
former is the institutionalized KASIBA while the latter is mostly similar to city planning law
in other countries, which controls land use, and urban/land development.

erd admrmstramm _ o '
‘I'he land administration system of Indonesna is qmte umquc as shown in the specnal defi muon
of the land and special role of land managcment in the Indonesian. The Indonesian
Conslitution of 1945 provides that land shall be under the control of the state, and used for the
maximum well-being of the people. The Basic Agrarian Law 1960 (BAL) states that the state
has the inherent right to control all aspects of private land ownership and usc to ensure that it
is used for the beneﬁts ot the people Land consohdatton has been praetlced on thls legal
basis. : : :

a Admtms!raﬂve s!ream of cify plamzmg ¢ Cew : - :
Indonesian urban ‘management can be found in two streams of actmtles in the govermnent'
organization structure from the central to the local. ' One is the ordinary stream, which is
‘more or less common to many other countries in the world of administrative activities for the
regional and urban development between the central and local governments. - The other is the
stream of land management activities made by the Natlonal Land Agency, reﬂeetmg the -
- special defimtlon of land and special role of land management as stated above. - On thls legal
basis the BPN paru(:lpates in the city planning process of the local govermnent City .
planning and urban mfrastructure development is more decentralized than land management. '
The taiter is more centrallzed The recent reformatlon movement of the govcmment has
~ been changing this situation in such a manner as to transferrmg the rlghl of i lSSllll‘lg locat1on '
' pemnt from the BPN to tho local govemment :

' Developmenl permlt sysrem = ' . T e
Indonesia has a unique devclopment permlt system reﬂectmg 1ts ]and management system
The private real estate developers have to gradually clear four different permit regulatlons -

' prlnenple permit, location permit, ptanning permit, and building pen'mt The principle permit -

is issued to pmJects which are confirmed to be in comphance with the development plan and -

spatial plan in force by the local government (Level IY).  After the principle permit, the _‘-‘-"_ -

location permit is granted by the National Land Agency. This duly confirms the project
acceptability from the viewpoint of land management and administration. ~ The peculiarities

- of the Indonesian development permlt system can be found in the system that the location B

permit includes the land purchase permit. . Tt implies that the development areas are officially

- designated wnthout tand purchase or consents of landowners to release their land in advance. o

This is dlsputable because the land purchase permit may threaten to violate the property right

- and land use right and dlsregard the landowners. - It is 1nterpreted that taking into sérious .
.. consideration this possible problem, the BPN revoked the land pu:chase nght and transferred S

_ the locatlon penmt to the local govemment

' Fmam:ta!sysrem :- g P o T
Housing development in Indones:a is mostly dependent on prlvate ﬁnanemg sources. Equily' s

~and commercial bank lending are.the major i'mancmg sourées for housing developers__,_'
meludmg the public housing corporation, Perum Perumnas. Although housing development -

. is a medium-term invesiment, developers have to depend on ¢ommercial banks’ short-term .
lendmg for the ﬁnanemg of their pro_;eets, or even 1ssue short-term commer01al papers to
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construct middle- to high-priced homes.  The increase in the interest rates and a drop of the
~ housing demand due to the economic crisis caused a serious setback in housing development
hlghhghting the constraints of the conventional housing development ﬁnancmg

Cm'ren! Government Reformanon . '

The reformation movements have been progressmg in Indonesia since the poltIIC’il change in
the middle of 1998. In fact many new laws and government regulations enhancing the
government reformation have been enacted, covering almost all scctors of government, -
including democratization/human nghls decentralization, orgamzatlonal policy, financial,
land, and Judiciary reformation. © Among others, decentralization is most relevant to
KASIBA and L/C because they are categorized into city planning, which is the responsibility
‘of local governments by nature. Law No. 22/1999 on Regional Administration and Law No.
©25/1999 on Financial Proportion between Central and Local Govemment aim at the
decentrahzatlon pollcy of the lndonesran govemment

_ Ilow substantlally and how soon the decentrahaatmn policy wrll be reahzed is dlfﬁcult to
‘answer. However, implication of functional and financial decentralization or autonomy of
the local govemment on urban and housmg development are supposed to lead to 1) Junctional
) change ~The local govemment is a leading actor with the central govermnment as a
supportwe actor in urban and housmg development. = It means that local government shall be
“- a first responsnble organization of KASIBA and L/C. - 2) Pohllcal/admmlsrratlve decision-
- making process: more paticipatory, democratic and transparent than ever.  3) Capacity
~ building of the local government and local people: KASIBA and L/C cannot be implemented
. without the capacity building of the local government and empowering communities and
people.  4) ngher prmmy on urban and housing development is more related to peoples’
concerns and interests in therr darly hves - : : '

2 2 KASIBA System Improvement Plan

o | Dnemf ed Apphcalmn of urban development sys!ems una’er KASIBA

- - KASIBA was broadly defined as “an urban control and management system with dcsrgmtlon

o of development area where urban and housing development projects are promoted and

~ implemented in a planned manner.” - Based on the broad definition, 7 variations of urban
+ development systems in Indonesia were examined and classified into three (3) types of

"-__'systcms (1. Control by designation of KASIBA arca, 2. Promotion by infrastructure

- construction, and 3. Promotion by prowsron of land), which should be diversely applied to

R KAS]BA “The three proposed systems are not alternatives, but it was recommended thatall
- be selectwely used in response to different situations and purposes of urban and housmg ;

"+ development projects in different localities in Indonesia. It was confirmed that any of the
_ proposed KASIBA systems are not contradletory wrth Law No 4/1992 on Housmg and
T ,Human settlement , _ _ -

: Innovatwn of Urbrm and land develapment measures of Indonesta through KASIBA .S'ystem B '_
“The sludy - was executed for establishing the KASIBA system. The KASIBA system

o 1mprovement plan was presented including the administrative system, land management,

development permit, and financial and orgamzational systems Iowever, it must be stressed
. that it was aimed at innovation and improvement of Indonesian city planning and

- development system itself through the examination of the partlcular system of KASIBA. |
.7 Finally it was recommended to keep on researching and examining the innovative measures

as proposed in the KASIBA lmprovement plan for the progresswe 1mprovement of Indonesran _




EXECUTIVE SUMMARY _
* city planning and implementing system.

’Imnsfer Technolagy to Local G'ovemmen! lhrough KASIBA - o
Implementation system and procedure of the KASIBA system were preparced in the l‘orm of
Guidelines for KASIBA project and Manuals for Practical procedures. ' In the process of the
drastic change of the government administration systems toward the autonomy by the local
governments, which has not yet shown a clear complete picture though, it is becoming subject
to the local governments’ responsibilities and rights to decide what urban development -
systems are applied and implemented. Guideline and manuals were designed to increase -
knowledge of the local government on city planning and development through the KASIBA
project. In tum, it is considered the best way for the local government to effectively and

eﬂ:crently utrlue and implement the KASIBA pro;ect for meetmg the local needs and |
- demand. '

' Sys!emaazarmn af city p!annmg & development in governmem reformaﬂon unhzmg ,
KASIBA = o

- Several measures and programs for mlprovmg urban and land management systems of the

- local government have been proposed and set up in association with govcrnment reformations -

centering on the decentralization policy of the Indonesian govemment It may be regrettable

* to say that lhey have not yet been well adjusted and coordinated. - Major topics are on the

: “development permit system,” location permit/spatial utilization permit/land use permit, and
“urban arca developmcnt system,” KASIBA supported by the State Ministry of Housing and

Urban Settlement and urban area development management system supported by the M1mstry o
~of Home Affalrs ' . : , : ;

T\\o altemattves were presented to mtegrate them info the cny planmng and development '
- system of Indonesia: City planning-oriented KASIBA and Project-oriented KASIBA. Urban_ Y
contro! power as well as project 1mplementatton power (e.g. land purchase permit) entitled to - .~

 KASIBA shall be separately apphed to “KASIBA urban promotion area” and “KASIBA urban .
project nnplementatlon area” respectively. - This makes KASIBA more flexible so as to

accommodate other types of development projects (e.g. real estate development by private .*."

sector, L/C) and avoiding the possible problems (e g land prtce hike and Vlolatlon of property o
_ rlght by Iand purchase permit).” '

The other altematlve is the mtcgratlon of KASIBA mto the global cnty plannmg and'

development system and framework focusing on “new urban development management area” . -
sponsored by the Ministry of Home Affaires.  KASIBA works as a project-oriented system in‘ooc
that global framework. The KASIBA 1mplementat|on is applied in the KASIBA urban project

implementation area, 'ihls may make it possnble to a\'OId the possrble problems as
mentioned above. : B T, ; Pl e ‘

Promotmnal acnon plan

The central govemnment must launch the promotional actwntles for the KAS]BA'_'-:-

implementation to be done by the local government at the initial stage of KASIBA program,” -
- especially for the first pilot project on whreh the laws and govemment regulatlons are applied

for the first time. ' The action plan ‘was proposed recommendmg the simultaneous -

undertakings both of “activities for pilot project implementation and for KASIBA project "

development/expansion”. - The latter included drssemmahon/trammg activities on KASIBA

*and wrban development to local government and “Study on urban ‘development through -
' KASIBA in Jakarta Mctropohtan Area” to’ f nd sntes su:table for KAS]BA development B
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throughout the Jakarta Metropolitan area.
23 LIC System tnrprovemcnt Plan '

' .System Imprevement for Iunovattve Lc

It is quite significant to establish a L/C development mechamsm “cost recovery by
development benefit”.  For this purpose it was recommended to establish the L/C association
as an implementing agency, which could lawfully construct infrasiructure, and replotting
system based on the land value evaluation as cost recovery system by beneficiaries. The L/C
- system rmprovement plan, with Guidelines for L/C projects & Manuals for practical
procedures was presented for implementing L/C based on the development mechanism of
~ L/C. - This was done with the rcconnnendatlon of players such as government approval and
 agreement of landowners land managcmcnt f' naneral system organizationat system and
legal arrangcmcnt : s E

Legal arrangement for system lmpmvement in association wrth go vemment reformation

~ Legal arrangement is imperative for realizing the proposed L/C improvement plan. The
legal arrangement should be pursued, with the emphasis on the importance of L/C in the
- governmeint reformation, highlighting “land management in 1espect of property rights in L/C
and “Urban Area Adminisiration and Management” based on Law No. 22/1999 on Regional -
' Administration under the decentralization policy of the government, which necessitates the
application of the L/C in terms of infrastructure construction, empo\\crmg commmnty
' (Landowncrs participation) and urban arca-wise development approach in place of the past
sectoral approach by (he central government - , .

I/C System in S ystemaﬂzatlon af Ctty Plamrmg and development in Indonesm ‘

- L/C is instrumental and responsive to the goals and purposes targeted by the decentralization
. policies. - L/C can be utilized to increase the implementation capability of city planning of

- the loeal government To this end, it should be inter-linked with Spatial planning system,”
“more | strategically with the urban  area administration and management system
i mslllutlonahzcd by the Ministry of home affairs, and KASIBA development sponsored by the

. State Mlmslry of housing and urban settlement, which eventually leads to the systematization

" of cily planning and development of the local government.. The integration of T/C with

.-'-._'_systematrzatlon of city planmng and development represented by the urban area

o admrmstrauon and management in Indonesra was recommended

"PromettanalAcmm Pkm e S T : : _'
.- A promotional action plan was recommendcd wrth the emphasrs on aetwrlles for lcgal
' arrangement for innovative L/C and pilot pI‘O_]eCt implementation. Regarding the legal

arrangement some transrtronal system may be necessary to bridge belween the traditional and

innovative L/C. The p:lot project 1mplementauon is also nnportant in terms of system
oo lesting and showcase of innovative L/C. - To develop and expand L/C across the country,
T drssemmattonleducanon on the mnovatwc aspect of LIC must be contmuously carrred out..

. .3 Case Stud:es of KASIBA and LIC

e 3 1 KASIBA Casc Study in Parung Paﬂla“g

Development plan

s ]t was Just at the begmmng of the socral unrest and eeonomlc cnsrs of 1998 when thc master
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plan covering 1,000 ha was formulated. To respond to this siluation, some measures were
taken in planning works {e.g. the development arca was reduced to 300 ha, leaving the other
700 ha for future expansion area, and within the 300 ha area only middle-low class housing
under the 1:3:6 housing policy of the government was allocated, excluding high class housing

for futur¢ development in response to the declmmg housing demand especrally m the upper |
class). . :

Fi maucml ana{ysrs : '
As the result of these measures, the ﬁnancral analysrs mdrcated the lRR would be at 17% for

the total housing project, and when it is divided into KASIBA (land and infrastructure) and

LISIB (housing), the former around 6% and the latter 8% (Low class) - 13% (Middlc class).
It is apparent that if the former (KASIBA) is set at a lower level, the latter (LISIBA) increases,
and if the upper class housing is included when the economy is normalized, the IRR tends to
~ further go up. The financial analysrs showed that: 1.) KASIBA is feasible when the real
interest rate is 10% (the government has been taking measures for lowermg interest rates for
Indonesian economic recovery); 2.) With low-cost fund provided by the government (KMB),
_ the infrasfructure cost can be recovered through KASIBA; 3.) Cross- submdy from middle :
class (13%) to low class (8%) becomes slightly possrble and 4.) Selling price of LISIBA ~
should be determined, takmg into consideration the rcasonable proﬁt to LISIBA developers in
addrlron to the K ASIBA cost recovery. - SR S

Prlotpro;ect o . ' ' : T
[t may be concluded that KASIBA can be applrcable in the oulskrrts of Jakarla However, ‘
taking into consideration the unpredrctable economic situation and the housmg demand, it is
" recommended to start preparation of the pilot prolect in one small-scale commumty where_

Perum Perumnas has already acquired land in the planned KAS]BA development area

(300 ha). Expansion shall be examined in response to the socro economic condition and -

~ housing demand in the future, because phased- development is one of the basi¢ advantages of :
KASIBA. In the pilot project, KASIBA Law and govermnent regulatron will be applled for o
the ﬁrst time in lndonesra for testrng R T i :

‘ Mefropohran urban area and agency B A AT SR - :
Metropolitan urban area and agency covering several regencres and munrelpalrues is due to be

- cstablished based on Law No. 22/1999 and govemmcnt regulations. It is recommended that -

“the pilot project be handled by this agency, and not only by the Bogor regency, where the

project is located, because housing demand to be met in the pilot project comes from DKI : '.
Jakarta and other surroundmg areas. ]herefore share of fund for the pilot proleet must be -
also coordinated through this agency _ The reat housing demand and the funding capacity of

KMB should be scrutinized in the framework of the Metropolrtan urban area. . It must be

‘ _consrdered in the pilot project that the housing demand relies on govemment ﬁnancral
measures, especrally housmg loans to the publrc whreh wrll be cstablrshed in the new oo

: government

KA SIBA in rewewmg Jabotabek Masfer plan (I 99 7)

The KASIBA case study showed that it is effective in leadmg urban and housmg development L
- along the rallway so as to create a rail-oriented town aiming at the environment and transport .- -
: nnprovement in the Jakarta area. * It is desirable that the government will enhance this urban S
~ policy through the appllcahon of KASIBA. Especially KASIBA and the urban polrey should - - - ..

~ be examined in reviewing Jabotabek Master plan (1997) in the changmg economic trends,

' -'wlneh will be done by the new government Thrs is related to lhe proposal on the study for ' '_':: -
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urban development through KASIBA in the Jakarta Metropolitan area.
32 LIC Case Study in Jatiasih

- Effective self-financing urban and mﬁ'aslrucmre development system in Jakarm
Metropolitan area

The case study of the L/C in JatlaS!h showed around 30% of land contrlbutlon while that in
~ Parung Panjang was as high as 63-73%. As 20-30 % are recognizcd to be practical level of
L/C in past projects in Japan and other countries, it may be generalized that within a certain
distance from Jakarta, L/C can be applied and utilized as an effective self-financing urban and
infrastructure dcvclopment system. -

 Case study Dlstance from center of Jakarta Land contribution ratlo

~ PammngPanjang . - . - 35km - 7 63-73% -
" Jatiasih (288 ha) : o 20km o 375%
: (25.7 ha) _ SRR 217 % (25, 3%)

(Artenal road by government)

" Pilot projecr formatmn ami :mplementaﬂon - -
" An L/C project covering 25.7 ha was scmtmucd lowermg land contrlbntton ratlo o 25. 3%
“ (Public land: 17.9%, reserve land: 9, 8%) Based on the results of this case study, it is
recommended that a pilot project be implemented in the study area. Project formation and -
promotional activities for the pilot project must be started in consultatlon and coordmatlon
wnth the commumty and the landowncrs : -

_ '4 Ovcrall Conclusmns of KASIBA and LIC Studles o

'[ l]IS study has produced proposals for system 1mprovement of KASIBA and L/C respechvely
- KASIBA is based on Law No. 4/1992 on Housing and Human Settlement, followed by the

~ - government regulation, which was finally issued on September 30, 1999. Subscquently the

“ministerial decree, stipulated in government regulations, shall be issued to start the actual -
nnplementatmn of KASIBA projects. On the other hand, in Indonesia, land consolidation -

_ . projects have been executed based on the existing BPN government regulations.  In response

to the proposal for the improvement of the traditional L/C in these study aclivities, BPN has
started drafling a new law of L/C. In paralle! with these legal arrangements for KASIBA

- and L/C, this study was carried out with the overall conclusion on the followmg 3 pomts :
L comblntng the results of the KASIBA study and LIC study

R () Appl'tcabmty of the urban developmem systems exammed !hmugh ﬁ':e case smd.'es

- In the case studies of KASIBA and L/C, those two systems were technically and financially
. examlned resulting in the conclusion with the general applicability of KASIBA and I/C in

R the outskirts of Jakarta and the penpheral area of Jakarta built-up area respechvely Based .
- on the study concluston it is recommended that KASIBA and L/C as urban control and
B _development measures should be mcorporated into the development master plan of the
*+: Jabotabek arca, or the Jakarta Metropolltan area, which must be revnewed in the recent
':conte‘(t of the changmg socio-economic s1tuatton of Indones:a L S '

: (2) Strengthenmg and tmprovement of city p"’”"’ﬂgsystem SRR

S tis widely admiited that the Indonesian city plannmg or spatlal planmng, mcludmg the "

o development permnt system and practices thereof are in need of improvement to great extent

I (1ts 1mponance lS mcreasmg 1n accordance w:th the advancement of decentrahzatton poltcy)
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KASIBA and LIC shall be mshlutlonalucd and managed 50 as to mlprove thc lndoncsnan cnly R
* - planning and dcvclopmcnt system - KASIBA and L/C are the concepts and systems of fe
devclopment benefit capturing for cost recovery, which will bring about innovation and T
. progress in the existing urban and infrastructure developmerl system. - Furthermore they are
-~ featured with different urban and land management systems (land acquisition method vs. fand- < > -
= ,rcplolllng method), which should be_sclectively applied responsively to the dlﬁerenl
~ situations of the site and pro_lecis ~This may thus lead to hlgher ﬂexlblhty and o
unplementablhty of the cuy plannmg of IndoneSIa » .

(3) Coordmatran w:!h the govemmem reformatlon actw:tles ' St T
-+ After the political change in 1998, many new laws and govemment regulat:ons under the S
7 govemment reformation policy have been enacted and the reformation schemes are also sel < -
.- forth in the ‘urban and land management sector by the govemment agencies concerned L
L (transfcr 'of the authority to the tocal government in urban and housmg developmcnt rewew"' '
of the devclopment permnt system, establlshment of ! “urtban area management and
- administration system”, review of the basic agrarian law and so on). * It may not be sald that -~ °
. those schemes are well coordinated with each other, and even with KASIBA and L/C. They = .~
- must be well coordmated with the other reformatlon schemes and play important roles inthe -, .
reformation activities, especnally decentralizatlon programs KASIBA and L/C are deeply L
o related to the tocal somety, economy’ and culture and ar¢ regardcd as the essentlal tools for oo
1mprov1ng the lives and environment of local people whlch is thc ultlmate goal of the soc;al '
""'md govermnent adm]mstrahon reformatlon movement L T
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SUMMARY REPORT

1. Introduction

The Indonesian government enacted the Law No. 4/1992 on housing and human scttleiment in
1992. This law sct forth a new urban and housing development approach of “KASIBA” for
controlling urban sprawl rampant in Jakarta Metropolitan area in the carly 1990s. The State
Ministry of Housing and Human Scttlement (then The State Ministry of Housing) started
drafling the goverment regulation for implementation, (which was finally issued by the
government on September 30, 1999). On the other hand, the State Minister for Agrarian AfFairs
and the National Land Agencey (BPN) have been cxccutmg Land Consolidation (L/C) projects
through out the country, based on the basic agrarian Law/1960 and the related government
regulations. Through past experiences, the BPN has found problems of the existing L/C system
to be addressed. In these cases the study was executed for the development/improvement of
~ KASIBA and L/C. KASIBA and l'md consolidation arc understood in the scope of work of the
study as f'ollows

- KASIBA: KASiBA or Kawasan Snp B'mgun ( RBA or chcly Bmld Arca ), isa plCCC of land,
which is prepared for largc scale housing and settlement developments and consists of one or
more LISIBA, or ngkungan Siap Bangun ( RBE or Ready Build Environment ). Its

' lmplementauon is done sequentially starting with support of primary and secondary network of

_environment infrastructure suitable for the local spatial plan determined by the second level of
local government and satisfying the rcqulrcmcnts of housmg and settlements standards for
infrastructure and pubhc utllmes oy S

Land consohdanon an(_i consohdﬂtion, or land Consolidation in some countries, is one of the
measurcs for land policy associated with the arrangement and rearrangement of Jand tenure and
"~ land use to provide land for infrastructure devclopment in accordance wnth development plan
' through 'lctlve partlclpallon of the commumly

Thc pmposc of the study is to promote housmg an(l seltlcment devclopmenl in the Jakarta '
Metropolitan area by proposing measures to enforce and improve KASIBA and the land
_ consohdalton schemes through conductmg lwo c*tse studles R SR
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2.

Urban Development System Improvement Study

2.1 Urban and Land Managenient System in Indoncsia

2.1.1 Historicel Context of Urban Development

The main laws and reguhtlons 1ssucd by the government, and the plans 'rnd programs rehted to
city planning and development are cx1trrrrred and summarized as follows

Table2 1.1 Sumrnar) of Ilrstorlcal Contcxt of Urban Devclopment
~ Period T Centra! |ssuesmcrlyplannmg -~~~ . . Highlight

1960-1970 (Before REPELITA) Establishment of Indonesian land tenure : Baslc agrarian law -

.. system for urban and land developmentl ;
managenient

1970-1980 (REPELITA 1, 1i) Basrc lnfraslructure ancl BPN prowslon . " KIP program
- R ~ Perumnas (Low cost
- 3 T I
~ . ) Encreasm re\enue 10m 01 e\ponj houstng}
1980-1990 (REPELITA 1iI, 1V) Expansron of Basrc lnfrastructure o IUID program

" Measures for mcreasmglocal
- government capability -

[[983 Url pnce la]l S]ugg|sh uorld econom)j

1990-1998 (REPELITA V, V1) - Conlrol and Management of Urbamzatlon " Acton Spatialuse v

. management .o
: }lousmgjsettlement law

F{aptd mdusmallecononuc gromh{

1)

2)

3)

4

The period of 1960 1970 is characterrzed by the establlshment of thc Indonesran land.

~Tenure system as directed by the Basic Agranan Law 1960, whlch was followed by the

related governmental reguhtlons covenng law executron L .o

Since RI"PL[ ITA started wrth the poor urban mfrastructure and services in the early 705,"

projects for improving the basic infrastructure, targeting at basic human needs provrsron -

were the major concern of urban development This was supported by the increasing

government revenues generated from the high price oil exports.  KIP upgrading of the "

blighted conditions at the Kampung level, and the establlshment of Perum Perumnas for low -
cost housing were the hrghhghts of this penod ' ' '

The basrc 1nfrastructure 1mprovement pro;ects mltlated in the prevrous period were

expanded into the Tntegrated Urban Infrastructure Development Project Scheme (IUIDP), - -
~which covered water supply, sanitation facilities, KIP, MIIP, urban drarnage and urban -

roads. Resource generation and mobilization, partlcularly at the local govemment level -
were the basic principles of the lUIDP which were Launched to coincide with the declining - -
revenues of the central govemment due to the falling oil prices in 1983. In line with this . -
policy, programs aiming at improving and strengthening the focal government capabrllty -
ﬁnaucral technical and managenal were mntrated and executed under iUiDP

The MACTo-economic polleles and measures of the indoneSIan govenunent boosted

industrial development, especially non oil & gas industries. This rapid mdustnahzatton was. o

followcd by rapld urbammhon especrally in Jakarta and JABOTABEK area.

“The increase in urban populatron has been acceleratcd through the contmumg in- nngrauon

~ from the rural areas. This tapid urbanization couplcd with intensive industrialization brought o o
~ about serious urban problems such as water and air pollutron traffic congestlon ﬂood and S0 On.
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The Indonesian city planning reached a new horizon where cffective systems and mcasures for
controlling and managing large scale urbanization became major priorities in order to tackle
such urban and cnvironmental problems and achieve economically and socially sustainable
development. :

The act on spatial use management enacted in 1992 was an epoch making thrust for
improving city planning and development, which laid the foundation for developing measures
for combating urban problems in the advent of massive urbanization, While the Government
was in the midst of preparing guidelines and government regulations for executing the law.
Another related law, the Housing and Scftlement Law, was enacted in 1992. This law
- reflected the government’s intention to more effectively control and manage urban and land
development in the face of the rampant urban sprawl around Jakarta and other cities. - |

" [Recent Period (Reformation era) — Strengthening Local Government for decentralization]

- As described, the government was in the process of reinforcing the city planning and
* development system by applymg innovative measures based on new laws. It may be said that
indonesia had reached a new era of innovative cxty plannmg and was at the first stage of its
improvement. - However, the recent economic crisis and social instability triggered great
changes in the soc;al and political environment, which lead the Indonesian society into the

" reformatlon era. The reformation movements a]ready started in the present transitional -

N govemment and will continue in the coming new regime, with the scope and magnitude of the
. reformation being dependent on the decision of the new government. It is anticipated that the
Indonesian city planning and development system will also be improved in accordance with the

- government reformation, the directions of which may remain basically unaltered in the

~ incoming government. It is expected that KASIBA and L/C will make a great contribution to
_ the improvement of the Indonesian city plannmg The on- gomg govemment reformatton is
dlscussed in followmg sectlons — RS ) : :

2.1.2 Maln Strcam of Clty Planning in the Goi’crnm‘cnt Organization .

o The orgamzanonal structure for cnty planmng m the Indonesna government is exammed Wlth
- local governments being the main executing agencies of city planning, the central government

e 'process of the local govemment

mandated by the President guides, assists and supervises local govcmments in line wﬂh the
govemment pohey of decentrahzationl deconcentratlon . L

o While the govemors of provmces and mﬂyors/regents elected by local assemblles and approved
by the central government enjoy autonomy to some extent, they are also mandated by the '
PreSIdent to govem thelr reglons TR o : - SR

o Indone51an urban managemcnt can be found in two streams of actlwtles in the govermncnt B
orgamzatlon stmclure from the central to the local. One is the ordinary stream, which is more
- or less common {o many ‘other countries in the world of admlnlstratlve aetwmcs for the
o reglonal and urban dcvclopment betwcen central and local govemments :

T he other is the slream of ]and management actwltles made by the Natlonal Land Agency ThlS

 acerues from the specml definition of land and speciat role of land management in the S

Indonesian soc1ety Land management by the government erifrusted by the BPN consists
mainly of land tenure arrangement/land reform, land right management land right certification

~ (Land tenure) and land us¢ as wcll On this legal basns the BPN pamclpates in the c1ty plannmg | o
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~ City planning and urban mﬁastmcturc dcvclopmcnt is more decentralized than land
management. The latter is more centralized. This may be understandable since land
- management is vital for governing the nation, more so in an archipelago consisting of thousands
of islands with thousands of tribes such as Indonesia. The Indonesian government structure is
characterized with a combination of decentralization and centralization.
The recent reformation movement of the government has been changing this situation in such a
manner as lransfcrrmg the rlghl of i lssumg location pcumts from thc BPN to lhc local
governmcnt ' _— - i

S 213 C:ty Plannmg an(l Dcvclopmcnt Admmlstratmn

The essentlal kcy factor in Indones1an c;ty planmng is ihe formulatlon and lcg'll authon.&atlon
of the spatial plan. National, provincial and municipality/regency spatial plans are sequenmlly
formulaled and authormed in conformrly wzih the S-year devclopmcnt plan

[4-stcp pernnt grantrng] : ' : : o ' TR
Private real estate developers have to clear 4 drfl‘crent pernut regulauons - Prmcrp!e permrt
Location pcrmu Planning permit and Building permit by stage. The principle permit isissued
to projects, which are confirmed to be in compliance with the development plan and spatial plan
" in force by the local government (Level 1I). After the principle permit, the tocation permit is
granted by the National Land Agency, which duly conﬁrms thc pro;cct ﬂcccptabrllly from Ihe
' v1cwpomt of land man'rgemcnt and adnnmstrallon : : :

_Drffcrenccs in dcvelopmcnt pernnt and land purchasc bctwecn Indonesra and Japan are
__presented in order to understand the wiique characteristics of the ]ndoncsran system. While
land purchase or consenl of landowners to sell their land to devclopers is one of the 1mportanl
- conditions for issvance of a development pcnmt (planning permit) in Japan, the dcvelopmcnt '
permit (principle and location permits) is one of the basic conditions for land purchase in

- Indonesia. The location penml grants pnvrlcges to developers and i 1mposcs reslrrcuons on land
- ownersh1 p as follows : :

: anrlege to developers a smglc devclopcr is grantcd the c\tcluswe nght to ncgotlalc w:th and
buy land from landowners. However landowners® rights are safeguarded by the time limitation

~ setin the granted right. The right expires afler a certain penod if the developer fails to purchasc
lhc land (PrOJcct unplcmcntatlon is unccrtam depcndmg on landowners Wlll to sell)

Restnctmn on Iandowncrs landowners cannot sell thelr la,nd to de\'elopers othcr than the

developer holding the gran(ed rlght or even recewc wrlh land certlﬁcallon and develop houscs' :
on thelr own land i o

f he apparent mtenuon beyond lhlS is to prevenl excesswe compeunon among plural developers ..
~and spcculators that would result in land price. escalation, and disorderly/disintegrated urban-
“ development by plural developers - However, this is criticized by Indonesian experis as

- providing too much privilege to devclopets and too much restriction on landowners. In order to

safeguard both the property rights = of landowners and the ccrtamty ‘of the project
B mlplementatlon obtaining land ownershlp through free transactmns with thc landowners
: consent to sell land is a basrc condltron for 1ssumg development penmts in Japan

- [Transfer of rrght of lssumg loeatlon permtt wrth 1ts re—defimtron] Pk REEE I RN
T he Mnnster of Agrarran has rcdeﬁned thc meamng of locatlon permlt through the Mmlstenal L
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- Decree no. 2/1999 with the clarification in the ministerial letter (February 1999) addressed to
governors, Bupati and Walikota as follows: 1.) Location permit is applied for investment
activities (industries, tourism and plantation); 2.) Location permit will no longer grant any right
to the location permit holders. Location permit is only a permit referring to spatial plan; 3.)
[.ocation permit will no longer be issued by the BPN but by the local government. This simply
means that the prmlege to developcrs and rcstrlctions on landowners have been repcaled

.2 1 4 Land Admmlstmtron and Mfmagement in Clty Phnnmg and Deve]opmcnt

lhc lndonesran Constltution of 1945 (Article 33) prowdes that land, water, air and the natural
richness contained therein shall be under the contro! of the state, and used for the maximum
~well being of the people. Under the prmcrples of the Constitution, the Basic Agrarian Law
- 1960 (BAL) statcs that the state has the inherent right to control all aspects of private land -
- ownership and use to ensure that is used for the benefits of the people. The 1960 Law also
established the Land tenure system based on the Customary Law representmg the land
phllosophy of Indonesian people, abolishing the European Land Law. Through administering
~ this system, the BPN, as the state agency for all land in Indonesia exerts the power to control,

allocate and limit the ownershrp ti ghts of pnvate mdmduals groups or organu,atlons to possess,
use and (I"II'ISfel' l'md : :

The BAL 1960 Law deﬁned the hnd tcnure among others nght of ownershlp (Hak Mlllk),
- Right of burldmg (HGB), Right of use (HP) and Right of management (1HPL) as well as the
" conversion and reglstratlon of land tenure. The eligible holder of right of ownershlp is only an
~ Indonesian citizen excluding foreigners and corporations with a few exceptions. The ehglble
' holders of rrght of bunldmg (HGB) are corporatlons as well as lndonesran cmzem ‘

-2 1 5 Fmancla! System l'or Urban and Ilousmg Development

: Housmo development in lndonesm is mostly dependent on pnvate f' mncmg sources. Equrty
- and commercial bank lending are the major financing sources for housing developers mcluchng
a pubhc housing corporation, Perum Perumnas. Although housing development is a medium- -
term investment, developers have to depend on commercial banks’ short-term lending for the

~ financing of their prOJects or even isste short- term commercial papers to construct middle- to -

high- pnccd homes. The increasc in the interest rates and a drop of the housing demand due to
the economic crisis caused a serious set-back in housing development hlghhghtmg the

e constramts of the conventlonal housmg development fmancmg

Although the B N (Natronal Savmg Bank) plays a substanllal role in the provrslon of low- cost .
- housing loans, it already reached the Government's target amount of loan set up to Feb. 1999.

" The unavailability of subsidized loans causes Pérumnas to hold 26,000 houses in stock at

- 'present "The BTN offers low intérest rates for low—cost houses by mixing three sources of

" fundmg Bank of Indonesia, Ministry of Finance, and the BTN itself. The interest rate on the

- BTN’s saving account reached 41% in July 1998, and the new mtcrcst rates for low cost
S housmg agreed upon \Vrth the Govemment do not COVC[‘ the costs S :

o Perumnas s mcreasmg dependency on costly short term ﬁmncmg has mcreased lts cost of :

R f‘manemg and, at the same time, has’ srgmﬂcantly decreased its hquldlty Perumnas depends on

“short-term loans even for investinent in land purchases that sometinies take a much longer time

- period. The Govemment supports Perumnas s housing development by construciing major
e mfrastructure such as artenal roads, water supply famhtres, dramagc cana]s, although thcre are -
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no explicit rules regarding the Government’s contribution to Perumnas’ housing development.
I 2 _ p

2.1.6 Current Got'ernnrent Relormation

The reformation movements have been progressing in Indonesia since the political change in
the middle of 1998. In fact many new laws and government regulations enhancing the
government reformation have been enacted, covering almost all seclors of government:
Demacratizationhuman rights, decentralization, organizational, policy, financial, land, and Judiciary
reformation. Among others, decentralization is most relevant to KASIBA and L/C because they
are categorized into city planning which is the responsrblhtles of local governments by nature.
Law No. 22/1999 on Regional Adnmrrs!mnon and Law No. 25/1999 on Financial Proportmn

“between Central and Local Gorernment aim at the decentrahzatlon policy of the Indonesian
government

Law No. 22/1999 on Regronal Admmrstratron ' PR :

This law is desrgnecl to facilitate the deccntrallzatlon/deconcentratlon pollcy of the government
with the great emphasrs on autonomy of locat government. This law is characterized with no
hierarchical structure and clear demarcation of function and authorities between central and

local administration, political mechanism (es{abhshmenr of Regronal House of. represenlahves) '
clear regional admrmstmrrve structure. - o :

Law No. 25!1999 on I'mancral Propor tron between Central aml Local Government ) S
The Law Number 25,1999 practlcally brought about two major changes. One is an increase jn -
autonomy at the regional level. The State is no longer concerned with local level pro;eets,

~ subsidies (now they are called the “gencral allocahon” and the “special allocation”) are given to o

reglons without specifying their usage. Another major difference brought about by the new law

is the broadenmg of original revenue sources related to natural resources at the Reglonal level .

The change in the dlsposmon of revenue does not however effeetlvely support the'
deeentralr.zatron since the change concetns only those regions that have revenues from natural
resources. Morcover, even if some regions increase revenues from natural resources ‘due to the

’above change, their total revenues would not increase since the State would decrease the -

. transfer to these regions aceordmgly Since major local revenues are transferred to the Statc
and then reallocated to regions, the regions are obliged to depend on the State. (On average,
0% of the reglonal govemments revenues are the transfer from the State) It would be

necessary to let regions have more orrglnal revenues at therr own dlsposal in order to achleve '
further decentralrzatron - : : -

How substantrally, and how soon wrll the decentrallzatron pollcy be realwed is dltﬁcult to'

answer. However, the lmphcatron of functional and financial decentrahzatron or autonomy of

the local government on urban and housmg development is supposed to generate:
1.) Functional change the local govemment as a leading actor with the central govemment asa
supportive actor in urban and housmg development. It means that the local government shall be

- the first responsrble organization of KASIBA and L/C; 2.) Pohncal/admmrsna{rve deetston-_ =
: making process: more participatory, “democratic and transparent than ever; 3.) Capacity -
building of the local government and local people: KASIBA and L/C cannot be implemented

- without the capacity building of local government and empowering commumtles and people; - -

: and 4.) Higher pnorrly on urban and housing development whleh is more related to peoples
- concem and 1nterest in their dally llves ' TR L .
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2.2 Syst.em lmprovement and Building of KASIBA
2. 2 1 La“ No. 4!1992 on 1lousmg and Selllements

The KASIBA (Kawasan Siap Bangun = Ready Bullt Area) system is based on the Law of the
- Republic Indonesia Number 4 of 1992 (Regarding Housing and Seitlements). It is stipulated
that the proper, healthy, comfortable, harmonious and orderly development of housing and
scttlements which is onc of the basic human needs and comprises an important factor in
enhancing the respect and self-esteem, quality of life and well-being of a society, should be fair
and prosperous in accordance with the 1945 Constitution, within the framework of the
mtegrated natlonal devclopment of all of lndonesra and the Indonesran socicty.

Defi mtmn : : o

“KASIBA is a piece of land which is prepared for large scale housing and seltlemenls
~ development and consists of one or more LISIBA, or Lingkungan Siap Bangun (RBE or Ready

Built Environment). ts implementation is done sequentially, starting with the support of

primary and secondary network of environment infrastructure suitable for the local spatial plan

determined by the second level of Local Government, and sallsfymg the reqlurements of

housing and settlements standards for mfraslruclure and public utilities.” :

: Purposes

The purposes of KASIBA are to set up a polrcy formulalron in housmg and human setilcment
_ sectors, solve various problems in those sectors such as, large scale real estate sprawl in sub-

- urban area by the private developers to carry out supervrsmn and control for sufficient

' infrastructure devclopment in urban sprawl arcas, solve non-regulated or non-coordinated
change of land use in urbanizing areas, and solve lhe shortage of housmg supply in urb’m arcas
especrally for low income group : SR :

Requrrements for enforcement

In order to realize a settlement zone, the local govemment determmes one or more parts of thc
_ 'settl_ement zone in accordance with the spatial master plan of urban areas and non-urban areas -
'~ that already meet the requirements as KASIBA. The requirements must at least cover the
_ provision of detailed spatlal master plan, data regarding extent, borders and ownershrp of land

~and Primary and secondary network of envrronment infrastructure, - : '

i Development e SR AL Ll o SR _
- The development of L ISIBA is to be done in s!ages mvolvmg lhe actwltles of 1. D l'md o
- preparation; 2.) putting in order, utilization, ‘and control of the land ownershtp, 3) making
~ available area/envnronmental mfraslmclure and, 4.) replanlmg of the area. . The business
-~ ‘enterprises in the field of housing construction, that have developed LISIBA, arc prohibited

~ from selling ready-subdivided land without houses. Each citizen has the same rights and
o oppor{umlres for participation in the development of housing and settlements and the widest

- participation is encouraged .This partrcrpatlon can be done cither mdlvrdually or through' _
; urrdertakmgs . o IR ; . o . :

. 22 2 ClasslﬁeatronIApplreatron and Prmerples ofKASIBA R
o (1) Urban C0ntrol and Management Measure A

s . KASIBA as outhned in the precedmg sectlon can he de[‘ ned as an urban conlrol and
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management measure, but not a project implementation measure directly providing
housing/buildings Without KASIBA the scatter and sprawl of the real estate/subdivision
projects is very likely as evidenced in the past urban development pattern around DKI Jakarta. -
Once KASIBA areas are designated, the real estate/subdivision developments are to be guided
into the KASIBA area so as to create an integrated and unificd urban area and community just
like one city or town. This may be realized through two measures, one is to discourage or
prohibit the real estate/subdivision development outside the KASIBA area and the other is to
offcr attractive opporlunities of development and investment in the KASIBA arcas. The other
function of KASIBA is to manage urban development in a planned area. The urban
development 1mplemcntauon generally consists of the following 4 tasks: 1.) Designation of
development arca; 2.) Infrastructure construction (Primary); 3.) Land acquisition; and,
4.) Housing/building developmenl (Final products of development). - Urban development
system (not limited to KASIBA) is theoretically classificd into 5 types in accordance wuh the
degree of the pubhc parucnpqhon in the sbove menhoned tasks as follows.

'-' Classnﬁcatlon ofUrban De\elopment

o T:vpe I Lnt:reiy Pubhc Initiative (e g Perumnas housmg de»elopmem pmject)
Type-2: Provision of Infrastructure and Land by Public Imlmin’e :
- Type-3: Provision of Infrasiructure by Public Initiative - =~ S
- Type-4: Designation of Development Area by Public Initiative
B Type-.‘)' F nnrely anale Imualwe (Remr estale developmenﬁ

| ln thls respcct KASlBA is theoretlcally deﬁned as a scheme of cooperanon and sharmg
bctween private and public participation in cily planning and development. KASIBA
' management is to implement the tasks of publlc participation and eonlrollpromole the task of

~ private participation. While the private sector is expecled to be involved in as many tasksas

possible in the governmenl thrust of privatization, the public involvement is also required so as -
to promote and maximize the private mvolvement and to secure the publlc mterests and socnal -
' welfare wnlnn the urban development — BN :
| 7(2) Classlﬁcatlon and APPllcahon of KASIBA System e

.Correspondmg to the lypes of urban management syslcm as clasmﬁed above 3 types of .

. KASIBA systems are proposcd to be applted in Indonesla as llsted and shown hereaﬁer S

' CIassnficatlon and Appl:catlon of KASIBA System

KASIBA Sys{em q: Type 4 (Des.'gnaaon of developmenl area)
KASIBA System-2: Type-3 (Provision of infrastruciure)
KASIBA Sys!em 3 T}fpe 2 (Prowsmn of ny?'aslruclure tmd Iand)

: Through thc exammatlon of the 1mplementat|on systems under lhe proposed KASIBA urban'
- management systems, as discussed in the following section, the Steermg Comnmiittee confirmed
that the proposed KASIBA systems are applicable and not contradictory to the 1992 law on
~ KASIBA, and on these premises it is concluded that the KASIBA system should consist of the
" 3 systems, either individually or in various combination as classificd above. It must be also

- stated that these 3 systemns are selected through the examination of their possnble appllcallon to :

the elty plannmg 'md development in Indonesna as dlscusscd below Ty
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Type-1  Type? Type-3 * Typed Type-5
: Developmentof ~ Development of Real estate Entirely: Private
Housing/buitding . landand . geveldpment _ Initiative
: Housing/building i
I I l l v o Private sector
Pith l I l HAT participation Sharein
Public sector ) Tasks and
participation N o Tnvestment
| 3 )
' l ! 4 l | li “ % [
o o Eh(ire.Pui)Iie " Provision of Provision ol' ""V_I‘Jesigﬁatiqr‘i
. {  [Initiative .. Infra.andland - Infrastructure of Dev.Avea
- : BRI : oo o Dev.area
| Ctassification of KASIBA - KASIBA KASIBA rcgulatcc; by
KASIBA System System-3 System-2 System-1 dev.permit in
. o Spatial plan

Application of

KASIBA System |} Priority Priority avea Master planarea | .
- . . projeet te - . T

Figure 2.2.1 Classification and Application of KASIBA System .

Appllcatlon in clty planmng S Lo -

. The KASIBA system is orlgmally e11v1310ncd in order to rcspond to urbzm problems/nceds and
 government urban/land/housing development policies. For these ends dlfferent_
~ implementation systems under KASIBA management should be prepared so as to be responsive
both generally and spe01fically toa varlcly of urban problems and needs at present and in lhe o
' future Ihe apphcatlons in cnty planmng are shown as follows ' CL T Ry

Applleatlon of KASIBA System by Class:l’icatmn in Clty Planmng

KASIBA S)stem T KASIBA Masier plan area (LOng-!erm integrated trban area development)

In the current systeni, the government does nothmg but wails to approve the deveIOpment projecis submllted
by the private sector in any place in the urban area of the Spatial plan. - In the KASIBA Syslem«] urban
development pro;ect areas can be positively designated by the government from a strategic view point of city
planning. - This is a great advantage for:the Indonesian cily planning since the government can more
definitively and positively 1ead the nnplememahon of urban area development by public initiative. The
designation of KASIDA areas is to have another legal effect of regulat[on th'st all the urban devclopment must
be coordmated and conform wuh the KASIBA Masler Plan :
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| KASIBA System-Z: KASIBA priority area (Directed and phased urban development) ]

The KASIBA areas of system-2 are to be designated in some priority arcas, which are very important for
constructing future urban structure of cities and leading urbanization. . With provision of primary

infrastructure services, urban development projects ar¢ promoted in the arcas, This system should be applicd
to phased development of urban areas.

KASIBA System-3: KASIBA pmJect area

This system is to be applied for land provtsron for specific purposes such as housmg, mdustnes commercial
aclivities and ete, on behalf of the agene1es responsible for these purposes. It is advisable to establish this
system in areas with special importance in the city planning, where land acquisition by private developers
faces difficulties. This system must be cqmpped with special legal measures for facrhtatmg land acquisition.

Integrated KASIBA System

1. KASIBA Master plan shall be estabhshed covering the integrated and unified urban areas in the commg 10
years under the KASIBA system-1. 2. In the Master plan, priorily areas are to be identified, where primary
infrastructure shall be developed so as to attract private developers and investors. 3. Land should be provided

to priorily projects, which are quute significant for develong pnonty arcas as well as reahang thc KAS]BA
master plan. . : L

- (3) Prmerples of KASIBA

The three (3) prmctples to be embodled in the KASIBA 1mplementat10n system are set forth as
) follows : . L o

Basic concep! Pubhc/geneml syslem to enhance the pubhc mt‘eresl and socml welfare :
Principles  : (1) Cost recovery by beneficiaries’ payments
(2) Competitive market economy S
(3) City planning comroI on urban de\elopmen! drwen by the ﬁ'ee ecanomy .

Cost recov ery

KASIBA must be equlpped wrth a capturmg system of development beneﬁt and cost sharmg
system for infrastructure construction to enable substantial cost Tecovery. Options of capturing
depending on the proposed KASIBA systems 1 to 3, includes land price control or freezing,
increased property tax, special assessment tax, capital gain tax, special charges for land sclling,
internal revenue for cost recovery, development charge, and land contribution (reserved land
for sharing the cost of main infra.). A cost sharing system for infrastructure construction
between 3 parties (centralllocql government, KASIBA management body and LISIBA

developers) must be created in accordance wnh classrﬁcatlon of the mfrastructure developed in o
the KASIBA area. : L :

Marketeeonomy : P T T s L e L e
KASIBA projects are to be managed and 1mplemented on the prmelple of market eeonomy 1o
Competitive and open system shall be established for participation in LISIBA development by
the private sector (developers and investors). More specifically, an open tendermg system for -

~LISIBA development should be a precondltlon for granting the development permit of LISIBA ° S

. to, and contracting with, developers. 2. Even when KASIBA is implemented on a. market _
- economy basis, subsidies must be granted only when publte service obligation (PSO), suchasa :

low-cost housing provision, is requested by the government to be carried out by KASIBA

': management body and SOEs. - This is for the purpose of mamtammg the sound and vrable :
: ﬁnancral base of KASIBA management - s s =
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C ity planning control : '

City planning control shall be strrctly enforced on the markct economy driven LISIBA
development through the introduction of the development ordinance on land use, building,
- public facilities and others, respect of which shall be a condition for granting the development
permit to the LISIBA developers.

2. 2 3 Vanatlons of the Implemcntahon Systems for KASIBA \flanagcment
' (I) Implemenhtlon S} stem for Urban Development

. Three (3) altematives for the implementation systems are proposed, the applicability of which
should be examined for large-scale urban development. They are Land Consolidation ( L/C),
Land pooling and Real estate development. KASIBA is also one alternative for large scale

- urban development however, it may be defined as a development mamgemcnt system, which
is designed to develop large scale urban areas by applying the 3 implementation systems in

" LISIBAs. The distinctive dlfferences between the above-mentioned uuplementauon systems

are found in the l'md management and self fi mncmg system '

(2) Implementahon System for KASIBA

Seven vanat:ons of the urban development systems under KASEBA management systems are.

. claborated as follows. :

Table 2 2 1 Vanat:on of Implementaﬂon Systems for KASIBA Management _- '

Urban dn.

: : \'ariationo[dtv..‘s‘)-stcm Designation of anaryandstcondan Land . Bm!dmgl
system S . : g . dev.area - mfrz - managcmenl .| housing

Systt_m_] - { L. Maininfra, ¢+ land

Provision 01 ] Dc\ tlopers

Laad owners .

System2 - | L \laln infra YLIC

3. \lam lnfra + land poolmg

{ Land pooling -~ | Land owners .
d 1
4, Mam inrra +duclopcrs : Land purchase . i
: : by developers Developers
System1 \amtlon oN (du tloper) anaryfsccoudary + | Land purchase Deselopers
S :} infra. by developers by developers - pe
6. l’ana!ion of 2 (I_JC) anar}fs-econdar) LC - Land ou ntrs

inl'ra by IJC

=1 Dev elo;xrs and

Combined | 7. Combinationof 1 and 6 -
system L

LISIBA® s Tosks |

ol T

Secondar} ln[rn. : anary and Sccondary netnork7en ronmenl mfrastruclure

Pﬁmaryand

- The wrban_deyelopment systems vary depending on the range and scope of KASIBA
- _management and the basic systems of implementation: 1.) Land acquisition (public or private),
. and 2.) Landowners’ participation (Land Consolidation/Land Poolmg, or partnershtp) The
- vanat1ons of 1mplementmg systems are dlscussed hereaﬁer

e _KAS]BA system 3

o I) IMSIBA mfmslruclure cons!ructwn and Iand acqumﬂon for LISIBA N E R
L Thls isa baslc system of KASIBA env131oned in Law No. 4[ 1992 on KASIBA Accordmg to '
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KASIBA System-2: KASIBA priority arca (Dirccted and phased nrban development) |
The KASIBA areas of system-2 are to be desipnated in some priority areas, which are very important tor
constructing Tuture urban structure of cities and leading wibanization.  With provision of primary
infrastructure services, urban development projects are pramoted in the areas. This system should be applied
to phascd development of urban arcas.

KASIBA System-3: KASIBA project area

This system is to be applied for land provision for specific purposes such as housing, industries, commercial
activities and cte. on behall of the agencies responsible for these purposes. 1t is advisable to establish this
system in areas with special importance in the ¢ity planning. where land acquisition by private developers
faces difficulties. This system must be cquipped with special fegal measures for facilitaling land acquisition.

Tntegrated KASIBA System

1. KASIBA Master plan shall be established. covering the integrated and unified urban areas in the coming 10
years under the KASIBA system-1. 2. [n the Master plan, priority arcas are to be identified, where primary
infrastructure shatl be developed so as to attract private developers and investors. 3. Land should be provided
to priority projects, which are quite significant for develaping priority areas as well as realizing the KASIBA
master plan.

(3) Principles of KASIBA

The three (3) principles to be embodied in the KASIBA implementation systeim are set forth as
follows:

Busic concept : Public/general system to enhance the public interest and social welfare
Principles (1) Costrecovery by beneficiaries’ payments

(2) Competitive market economy

(3) Citv planning control on urban development driven by the free eccononty

Cost recovery

KASIBA must be equipped with a capturing system of development benefit and cost sharing
system for infrastructure construction to enable substantial cost recovery. Options of capturing
depending on the proposed KASIBA systems 1 to 3, includes land price control or freezing,
increased property tax, special assessment tax, capital gain tax, special charges for land selling,
internal revenue for cost recovery, development charge, and land contribution (reserved land
tor sharing the cost of main infra.). A cost sharing system for infrastructure construction
between 3 parties (central/local government, KASIBA management body and LISIBA

developers) must be created in accordance with classification of the infrastructure developed in
the KASIBA area.

Market economy

KASIBA projects are to be managed and implemenied on the principle of market economy. 1.
Competitive and open system shall be established for participation in LISIBA development by
the private sector (developers and investors). More specifically, an open tendering system lor
LISIBA development should be a precondition for granting the development permit of LISIBA
to, and contracting with, developers. 2. Even when KASIBA 1s impiemented on a market
economy basis, subsidies must be granted only when public service obligation (PSO), such as a
low-cost housing provision, is requested by the government to be carried out by KASIBA

management body and SOEs. This is for the purpose of mamntaining the sound and viable
financial base of KASIBA management.
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City planning control

City planning control shall be strictly enforced on the market-economy driven LISIBA
development through the introduction of the development ordinance on land use. building,
public facilitics and others, respect of which shall be a condition for granting the development
permit to the LISIBA developers.

2.2.3 Variations of the Implementation Systems for KASIBA Management
(1) Twmplementation System for Urban Development

Three (3) alternatives for the implementation systems are proposed, the applicability of which
should be examined for large-scale urban development. They are Land Consolidation ( 1./C ),
Land pooling and Real eslate development.  KASIBA 1s also one alternative for large scale
urban development, however, it may be defined as a development management system, which
is designed to develop large scale urban areas by applying the 3 implementation systems in
LISIBAs. The distinctive differences between the above-mentioned implementation systems
are found in the land management and self-{financing system.

(2) Implementation Systeim for KASIBA

Seven variations of the urban development systems under KASIBA managemcent systems are
claborated as follows:

Table 2.2.1 Variation of Implementation Systems for KASIBA Management

[Urban dev. ety ! Designation of | Primary and secondary { Land Building /
Variation of dev. Systemn i . N

system dev. area infra. managenient housing
System 3 IR .\lain_ i.nfra. + land Designation of | Primary/secondary - | Land purchase Developers 1
Provision dev.area .| Infra. by KMB by KMB - veloper |
—————— —_ " . 7|
Systen 2 2. Maininfra + 1/C Designation of | Primary/secondary . 1
777777 7 dev.area’ infra.bykmp | YC fandowners |
3. Maininfra_+Tand pooling | Designationof | Primary/secondary - ] 1
dev.area - - | infra.by KMB - L.and pooling ___ Land i)_\mers J|
4. Main infra. + developers Designation of | Primary/secondary Land purchase Developers 1
o dev, area infra. by KMB | by developers | rn___:
System 1 S. Variation of £ (devcloper) Designation of | Primary/secondary Land purchase ]

S . i v Developers

dev. area : infra. by developers by developers :
6. Variation of 2 (17C} Designation of - | Primary/secondary 1/C Land owners 1
pdeév.area ' | infra. by LIC ’ |
Combined 7. Combinationof 1 and & Desigoation of * | Primary/secondary e - L Developers and :
system devoarea:’ "¢ - | infra. by L/C 700 DR o landowners |
ey e v e
| Government and KASIBA’ s Tasks - LISIBA® s Tasks |

Primary and Secondary infra. : Primary and Secondary network of enviromment infrastructure

The urban development systemms vary depending on the range and scope of KASIBA
management, and the basic systems of implementation: 1.) Land acquisition (public or private),
and 2.) Landowners’ participation (Land Consolidation/Land Pooling, or partnership). The
variations of implementing systems are discussed hereafter.

KASIBA system-3

1) KASIBA infrastructure construction and land acquisition for LISIBA
This is a basic system of KASIBA cnvisioned in Law No. 4/1992 on KASIBA. According to

11
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the law, private devclopers/mvcstors are invited to develop L. ISlBA where land with primary
infrastructure services is provided. KASIBA management includes the following direct tasks:

infrastructure construction and land '\C([lllSlllOtt and 1nd1rcct tasks (control and coordlmtlon of
LISIBA 1mpleme|mtlon) :

KASIBA system-2

Primary infrastructure is to be constmcted by the KASIBA nmnagcment lcavmg land
management under the responsibility of the LISIBA 1mplementatlon body The followmg 3
implementation systems are proposed for consideration.

2) Land Consolidation -

- This system is included i inthe law as a substltute for land 'lC(]ulSlthll by the KMB Thls may be

attributed to the anticipation that the projects will face the difficulties and problems of land
“acquisition, which have been experienced in the past development projects such as the real
"~ estale developments as well as Perumnas housing projects. These difficultics and problems
sometimes threaten the financial viability of projects as discussed in the financial analysis
section. In the case of real estate development with location permit, real estate developers arc
to be given the privilege of exclusively purchasing lands and develop the site once approved by
the government (such privilege was revoked and the location permit was transferred to the local
government by the BPN in 1999). Itis probable that the KMB shall be granted a similar right to
those under the location permit. However, it is reported that even with privilege under the
location permit real estate developers and Perumnas have been facing difficulties in land
acquisition. In this regard, in order for KASIBA to become effective and viable, it will be
necessary to equip the KMB with a more powerful privilege for land acqulsmon (land :
expropnatton at maxlmum), or eﬂecttvc restrlctlon on the I'reehand of landowncrs b '

3) Parmersh:p af landowners B L s : )
Instead of land consolidation by landoxmers as stated above pannershlp of landowners wtth

- the KMB or participation of real estate developers in LISIBA are the other possnble options for =

land management: variation 3) and 4) respectively. In the partnership scheme, the landowners B
collectively entrust the KMB to use and develop thelr land wnth economlc retum after the
pl'OjCCl 1mplementat|on of KASIBA : TSI B

' 4) Real estafe developmenl : : : - , i

In the private sector’s participation, real estate developers are mwted in the development in
LISIBA including fand acquisition activitics, after the main infrastructure construction by the :
* KMB, just like the private sector real estate development under the location permit. Variation 4) -

is applied to the KASIBA area, which is des:gnated mcludmg the rearl estate development wu‘h o
the Iocaﬂon permu lssued in ﬂ:e pasi RN L S '

: KASIBA syslem I

Modlﬁcatlons of the '1bove mentloned systems were sought from the stand pomt of lessenmg .
the financial and working burdens of KMB, which is the way 16 make KASIBA more viable.-

Real estate development of variation 4) and land readjustment of variation 2) should be allowed S

~to expand to cover the areas consisting of several LISIBAs, of which the KASISBA area is . .
formed. - Thus, the real estate development and L/R can include the main KASIBA -
' mfrastructure located in their devclopment arcas. In these varlatlons the KMB major tasks are -
. {o promole, monitor, con(rol (md superwse en‘her real estate development or L/R pmjecl '
rmpleme.-rralton P PR e e e
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5) Mad{ﬁmﬁou of 4) ; ' :
Private developers are to be invited to develop KASIBA including primary as well as secondary
infrastructure construction in LISIBAs, in conformity with the KASIBA master plan. -

6) Modifi cation of 2) _ o ' : '

The KASIBA area is divided into d;smcts which are developcd by L/C by phase in confonmty
with the KASIBA master plan, including primary ¢ and scconda1y mfraslruclurc Thus, the
mf'ra:;tmclure isto bc conslmcted lhrough L/C '

7) Combmahon of 1) and 2) :

Finally proposed is a combination of variations 1) + 6) — Land acqmsmon +I/R. In advmce.
" lands, which landowners agree to sell, are purchased by the KMB or Perumnas without having
{0 resort to any compulsory measures like expropriation. After, or in parallel with, the land
- purchasing and/or land readjustment is to be exccuted, including the purchased and non-
purchased lands in KASIBA so that the main infrastructures of KASIBA are to be constructed
through L/R. T he land purchased by the KMB or Perumnas is to be replotted and consolidated
into LISIBA, thus making LISIBA ready for building. This is designed to cover the weakness
. of the existing land acquisition legal measures as well as strengthening cost recovery of
infrastructure through application of L/R. It may be stated that all the vatiation systems of
KASIBA as discussed above, and even further modified systems will be necessary so that

. KASIBA can flexibly rcspond to a varicty of project sites with different needs and conditions

lhroughout the Counlry
'7 (3) Appllcatmn Cascs of KASIBA Varlatlons |

- Somc prachcal appllcatlon cases of the KASIBA var iation systems respondmg to the current
 situation of urban development in Indonesia are considered below. More specifically KASIBA _
variations shall be demgncd to be applicable to the urban developinent potential and constraints

' rcpresented by excessive issuance of location permits, bank assets including land and properlics
taken over by the BPPN (Badan Penyehatan Perbankan National : Indonesian Bank
Reslructurmg Agency/IBRA), and increasing difficultics of land purchase due to the growing
awarencss of land right in the reformation era. From this table, Jatiasih is a candidate site for

' euher varlatmn X-2 or 6, whlle Parung Panymg is a candldatc for vamllon X-1.

Tablc 2.2, 2 Candidatc Arcas for KASIBA Vauatlon _

KASIBA R _ Areas to be apphed L ‘Remarks

Va,rlah_on S 8 o
Variation X |- Large tract of Tand already ov.ned by go\ernment mlh good Iocallon Perumnas,
Infra.and land . [ for dev. - Majority of landowners agree to sell their tand -~ - - | BPPN
Variation X-2 [JC |- LISIBX where majorily of andowners are opposed toTand acqussmon BPN
Variation X-3 e Partner-shlp pmjccl among landowners vulh re!alwely !arger Iand Association of
Land pooling - Jotract - - L landowners
Variation X-4 TATéas “here urban de\elopment mlh Tocalmn perrmls issued are Private seclor
Real estate dev. - slagnant due to lack of infrasirecture (Need ef urbanization promotion) | -
Variation X-5 - Areas wheré urban d‘\Elopment with Tocation pemnls need 1o be Privafe sector
Modified X-4 rearranged[mtegrated info a new city. i : S T
Variation X-6 . | - Urban areas where urbanization has slarled mtﬁ_low densﬂy (Land Jatiasih .. ¢
Modified X-2 acqmsmon isdifficulty | oo S . (BPN)
Variation X-7 - | -Urban area development where surroundmg areas and p:ecemeal Parung Panjang
‘Combination of = | devefopment should be integrated with Perumnas S -7 | (Perumnas,
X-1and 6 -~ .| housingarea mloanewnty s T e L s s | BPN)
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2.2.4 KASIBA System Improvement Plan
'(l)' Basic Strlicturc_ d_ml Compdnenls of the KASIBA System

KASIBA systems 1 to 3 shall be established in the KASIBA institutional system so that any one
of them can be applied wherever/whenever necessary, and the appropriate lmp]ementatlon
system shall be selected among the proposcd 7 variations as stated before. Among the proposcd
3 KASIBA systems, system-3 is the most comprehenswe onc. The KASIBA system is
designed mainly based on system-3. KASIBA implementation activitics of system-3 basically
consist of: firstly, the designation of KASIBA area, secondly, infrastructure construction and
land acquisition, and finally, LISIBA developmcnt In order to execute these activitics, the
followmg sub- systems must be cstabllshed - :

l.l,egala'ulhorizétion '

R ' Goverhménl_

3. Development cbnllrol oﬁ LISIBA ~

_72..:-L"¢1.n:dil_rnan;gémen! N . ' o } :
N Land R Developers . : T

................ Ovwners — * (LISIBA) - o

o Sj'slém-l_ ‘S):slem-l ;‘;'-;--‘S)'slcni.-:!_
- Legal authorization | Designation of | | Designationof | | Designation of L. Authorization of [ 1
of KASIBA | KASIBA area KASIBA arca KASIBA area | KASIBA plan .~
P ':‘ . é i : R . : : .
Project | Infrastructure § | Infrastrcture e -
implementation Construction Construction S TesE LT 8 E
- S —. b3 E
¥ Sl - & E
Land - o Lo l 3|IE
Acquisition e 2 Vl,anjldrma_r‘ragrmfn; E .;
— - <3
Development N i L S S < b
- uevelop - | wisBa - “nisiBA || isiBA | 3. Development permit
management . Development Development Development and control sysfem
_of LISIBA P P pren yste
. I S e .S.Organlz'aﬁonalsystem R APy I )
) Figur'e 2.2'.2 Basic Systém"éf_KASIBA'_Implement_atioh System ~ .0

(2) Government Approval
A 2-stcp govemment approval system for legal authonzatmn compnsmg approvals of the

. KASIBA development arca and plan, and KASIBA 1mplementat10n plan is pmposed dtis
_ recommended that the KASIBA area and dcvclopment plan should be mcluded in the Spatlal .
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plan, which is due to be approved by the local government, and KASIBA implementation plan
and organization be included in the existing KASIBA law for approval by the local government.
The existing KASIBA law includes all the items listed above except the KASIBA
implementation plan. Inclusion into the Spatlal pl'm is justified as follows

T'tble 2. 2 3 Govcrnment Approval of KASIBA

Items for Approval ‘Check ltems for approval - Legal System
KASIBA Area & Dev, Plan ' Public interest and social welfare, ~  Inclusion in Law on
: conformity with spatial plan, urban Spatial Plan =
dev. program of the city
KASIBA lmplemenlauon Plan & Feasibility, implementability, " Inclusion in Law on
Inplementing orgamzatlon © o0 social/natural environment and L KASIBA

' (KMB) S R propertynghts

: Crty (Spatlal) p]anmng is an adnumstralwe system of publlcly approvrng urban development
schemes for public interest and social welfare through a democratic and transparent procedure.

- Upon approval, KASIBA and 1./C are to be endowed by the publrc 'with legal enforcement
power to attain the public interest and social welfare. This aims at increasing 1mplementatlon

capabilities of KAS]BA and L/C pro;ects as well as the Indonesian Spatial plan :

(3) Land Managcment
7 Comprehenswe land management measures must be mobrlrzed for KASIBA as follows '

'I‘able 2 2 4 Comprehensrve Land Management \’Ieasures e

"~ Non- <ompulsory " Compulsory

(exrstmg legal system} R {new legal system)
- (l) Acqulsrtlon lhrough free 1 Ral:onahzallon of Tand transaction
transaclton : " . (Land value evalvation committeg)

2 Provrsron of opportunities to take part in KASIBA
, project (Investment of land, parinership) . .~ .
3Supplementa1ymeasures for land acquisition
l)Substllute land: Land exchange relocatron mfoul
-KASIBA area " :
" 2)Supporting restoration of lrvehhood Consultahon
;" employment and vocational trammg o

'(2) Acqursrtlon through R ¥ Coordmatton advrce i ;z CLRSL T 1. Preemption
govemment intervention .~ SR - .t .0 2, Expropriation

. MLIC &Land Pooling . . l Promote voluntary LfC Land poohng - I, Compulsory L/IC - :

N 1) Land acqulsltron through free transactron SN : '
Land acqursrtlon is an essential method of land management of KASIBA F |rstly, the KMB
- should maximize land acquiisition through free transaction. For this end the following measures

. inthe existing legal framework are qutte important: 1,) Rationalization of land transactron 2)
" Provision of opportumtles to take part in KASIBA projects; and, 3.) Supplementary measures -

~ for land acquisition.” The major problem hindering land purehase is disputable land price.
- unscrupulous  profits - for | speculators, - brokers and developers through * land
_ transactron/development or windfall benefit generated by land price increase on one extremlty g
~and losses to landowners at the lowest land selling price on the other extremrty 1In ordet to

 facilitate land transaction through mitigating these problems, land market must be rationalized =
-"and establlshed wrth standardrzed land eValuatron system “In thrs regard the K4.SIBA I(md S
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evaluation committee should be cstablished so as to present reasonable land prices to both -
partics of the transaction-buyers and sellers on a ncutral position and coordinate to settle land
transaction. In addition, during the Jand acquisition negotiation process, alternatives shall be
offcred to undecided landowners as an attempt to settle Jand issucs. Those shall be provisions
of opportunities for them to participate in the KASIBA project in such form as investment of
their land, land trust and partnership. The others are supplementary measurcs such as provision
of substitute land (Jand exchange, relocation in or outside the KASIBA area) and supports to
restoration of livelihood of the landowners and affected persons (consultation, placement of
employment and vocational training). '

2) Land acqursrtlon through government mtervcntron - : :
Itis supposcd that in spite of the best utilization of measures by the KMB as stated above there
will be project sites where the KMB fails to acquire the total land for the project. Government
intervention may then be necessary for finalizing the land transaction. This will be executed by
 the virtue and power of the local government in supporting KASIBA for the public interest. -
Government intervention will be more justificd and accepted by the public if/when KASIBA is
authorized in the spatial plan as discussed before. Coordination and advice of government on

legal basis is the first step, bemg fo]lo“ed by stronger enforcement power sueh as preemptron -
and expropriation. . : : : o, e ‘

3 Land eonsohd‘ttron and land poolmg (Iand bankmg) _ Cie e
- Land consolidation (L/C) and land pooling are land management systems wrthout land
acquisition. Since the existing land use and land rights are due to continue wrthout dlSl’UpllOﬂ of ~
livelihood, this systei seems more acceptable to landowners than land acquisition. = As
described in detail in chapter 4, there are 2 systems of L/Cs: voluntary base and compulsory '

base. Voluntary base L!C can be car ied out in combmatlon wrth land acqursrtlon through free _ '_ L
transactron : :

(4) Development Permlt and Control on LISIBA
 One of the major works of the KASIBA nrnngement is to promote and control the LISIBA :
~ development after the provision of infrastructure and land to LISIBA. Development pemnt and
“control system should be designed in accordance wrth the 3 prmcrples of KAS!BA as sct inthe -

preceding chapter and presented below s

Fable 2. 2 5 KASIBA Prmc:pies and LISIBA Control

3 Pnncrples of KASIBA = .F': i Control on LISIBA development Do
Cost recovery E T Se!hng pnce oTTand lncludmg costof [and and Infrasiruciure (System 3)
: 2. Development charge to cover cost of infrastructure (System-2) L N
Mart\et cconomy : Y. Development permit (license) to be granted in'open compelilion among ¢ - -

.. qualified developers. 2. Competitive development and financial propdsals
Clty planmng control .. I. Development ordinance controlling LISTBA dcvelopment (Standards of
_ o s pubhc facilities, land use, bunldmg control, landscape)

(5) h‘inanciat System L

l) Flnancral S) stcm for urban and mfrastructurc devclopment of the country Bt
- KASIBA cannot grow alone wrlhout rationalization of the real estate mdustry of the, eountry as
“a whole. In thtS respect some of the f'mancral and other measures for makmg KASIBA vrable

6
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arc beyond the capacity of KASIBA itself. Such measures are quite vital not only to KASIBA,
but also to the sustainable and sound growth of the real estate industry, which plays a major role
in the cconomic/industrial development as well as the improvement of the living environment
of the people of Indonesia. Financial measures are proposed in thc context of mlxonahzatlon of
the real estate mdustry as shown below:

Indonesian experts in the real estate development revealed that in the past, especially during the
construction boom, the real estate industry was a speculative, unsteady and wcakly -founded
business, featuring high profit for the industry based on the relatively lower land prices in spite
of short termv/high interest, thanks to the rapid cconomic growth. In the coming period of low
and modest cconomic growth the industry must be rationalized with the synchronized measures
of rationalization of Jand transaction and price on land management and new financial schemes
including the following measures: 1.} Development finance institution; 2.) Secondary mortgage
market; and, 3.) Revenue bonds.

'Land-pricePolicy . o i?inanciall;o!it)' " - Industry Policy

In the past
High economic growth | Lower land price Sor . :
t-ferm and high .
{Rapid industriatization/ - | | (ong time holding propaties, : : o.rme :sl : it Ilg | Migh profit of real estate
urbanization and ~ 7| lconcession for plantation, land s I'l h r {';pl a 4 development
construction beom) purchase at lowest price) ¢ '_S cconom:e remm)
 Infuture N " _ SO A : i 4
A i ‘ . : X '
Modest economic Reasonable land price |- 3 _Long tcrm’{mi Be_afonab]e profit of
- growth BRI . interest capital D R - «fF industry
o = —— - & - - —]
Rationalization ¢f land New financial schemes Mod&niialion!
transaction . | 0 Y| Dev. finace institution " . L
KASIBA Land evaluation S 2. Seconddary mortgage marhl Rst:tn%lltiﬂ‘l::!g 0![ i
* system and committee el | 2 Revenue bonds - . cal estale Incusiry

s _Figuffé 223 -i’robbéed Financial Mesrls'uré's- -

' 2) Fmancnal system of KASIBA : ' " R
In order to implement the KASIBA scheme varlous types of ﬁnancmg wxll be needed in each
- KASIBA - LISIBA development step, as shown in the following chart. Itis recommended that
- the Government provides the KMB with long-term loans such as RDA (Regional Dcvelopment_ '
~Aid) or foreign'aid loans and/or the Government guarantce be given whcn the KMB ralses '
; long term ioans or bonds on the market in order to reducc mterest rates :

17 -
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KASIBA Development . - LISIBA Area ) LISIBA Sale or Dt\'dopmcul . - Touse Sale

Entmes

LandSaleto ™ j-vm-rmomemoemeesesenny | pemeeieemeeeeeo
o } _ De\elopusfl’m ate y House Cons!.ruchon 'h House Sale H
5 i BASECASE [~ .
Constructionof | BASE ASE N Land Acquisition

Main Infrastructure | : ..:.-.-. A S\ll’ o
<Fund: KMB Capital> <Fund: KMB Capital> iRaised Fund e | Commercial Bark!
' A . . TN ) Housmg Loan i
| sl VR PR
Bank Loan - ' ean |
Government Sofi Loan ) Gmemmenl Soft Loan . Land Sale to O TN I
Governmenl Subsidies P Perum Perumnas h House Constniction | -_;. I!ouse Sate !
. - L PR l ., ______________ -
‘ . : 7 B‘m': Loan o . .S\’l]’ ey
;Goxemmem Soft Loan : : : BTN Housing Lo:\n
|avtervativer 7
. B pl Land Consolidation i_—;.‘ Resi‘:\]:(l)_fa.nd l
ALTERNATRVE 2 '
Development Charge [T SR en st oolasi s s ss ooy ;
L 1o Developers/ Peivate > Housing Development :
Erlities! Perum Perumnas A U U AP |
) I . I KMB's Af:livllles _ o { ) KMB's Revenucs ) S 4 57Ex, Financing Sources -

| Figuro&2.12'.s‘l | Finanoilag Systeol of KASlBA

1(6) Orgamzatlonal System S
o 1) Overall Orgamzatlon for KASIBA Implcmentatlon

' The overall orgam?atlon for KASIBA 1mplementat10n is proposed as follows f he basw
concepts underlining the proposed overall orgammtlon are: 1) as KASIBA is an essential

~* component of city planmg in terms of urban and housing dcvelopment responding to local need,
local government is firstly responsible for practlce of KASIBA; 2.) however, al present the
implementation/administrative capability of local governments is quite weak except for a few
local governments such as DKI Jakarta, This dictates that central government agencies,
including ministries of Iousing and human settlements, Public works, Finance and Interior,
shall be tasked with technical/legal/financial supports as well as practical activities of actual
project coordination and implementation of KASIBA under the authorities of, and in place of,

~ local governments and the KMB until they can be fully ‘and substantially responsible for
KASIBA. For this reason the overall organization shows the supporting system of the central

~ government to KASIBA. [n addition to the KMB, the followings are proposed; establishment

- of a division of KASIBA within the local government, which will be an administrative core of

_KASIBA in future in local areas; formmg aland evaluatmn commlttec as discussed above; and .

o strengthenmg Perumnas as the government arm for promotmg and mmatmg KAS]BA pro_;ects
: part:clpator in the KMB and LISIBA developer . '
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LISIBA developers
[ iiuieiuieteinieieiieiainhatate’ 4
Local Government | E : v [ Private develo :
. . [ pers |
A\IH)'DT KASIBA :’L —l '
Management Body -~ 4| Perum Peromnas |i
' L}
Division of KASIBA (KB " 1.4 (National Urban and :
= TR - » 1 Housing Cooperation ;
Promotes/Tnitiator/Coodinater R il R EEEEE
Central government Minster wha responsible on: ' Goversment Avm
- - Housing and Humaa Setttement for KASIBA promation
« Public Works o L
- Finance
= Interior

Figure '2.2.5‘ Overall Ofgaﬁ_ii.ation for KASIBKA_ Ih}pleméntation

2) The KMB Orgamzatlon

Law No 4 of 1992 on KAS]BA stlpulates that the KASIBA Management Body (KMB) is
cither a State owned Enterprise-SOE (Badan Usaha Milik Negara) or a Local State owned
Enterprise-LSOE (Badan Usaha Milik Daerah). In Indonesia SOEs are categorized into Perum
(Public Corporation) and Persero (Public State Company). The attachment of Act No. 4/1999
regarding housing and human scttlements, specifically Article No. 20 on SOEs (KMB) is -
stipulated for enhancing the welfare of the people and public utilitics and not only profit
oriented. It is reported that the government policy on SOEs is Perumnas - not to be newly
established and Persero - to be prwanzed Thrce varlatlons of KMB orgamzahons are -
proposed ' : R :

It may be safely Sﬂld lhat all the Vdnallons should becmne avallable S0 th'll KASIBA may be

responsive to the different situations and need/size of urban and housing development. In this
respect KASIBA regulation should be designed to be open to every variations. However, the
most serious attention must be paid to the implementation capability of the proposed
orgamzailons espec1ally during the infant period of KASIBA. Among the 3 variations, the
second is rated highest in terms of technical/financial and practical capability. On these
 premises it is recommended that the KASIBA project starts with variation-2 and with the .

 success of variation-2 it will be expanded to variation-3 in accordance with strengthening the - :

capacity of local government and to variation-1 when large- scale urban devclopment bccomesr
necessary in the course of Indonesra S economlc ¢ recovery.
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Table 2.2.6 Variations of KASIBA Management Body

Forms ] ’ . L B Key Advantages
- V-TNewly established “In spite of the go;'em_mem policy on Perum,  * It can be formed, structured
Perum under central _ new Perum may be needed in order to mobilize and managed more specifically

government all the govemment resources to openupnew  for the national interest.

. horizons for KASIBA especnally in the case of
national project

V-2 Subsidiary of Perum KMB is managed by subsidiarics of Perum, The existing Perum has high

struclure either newly established or existing ones. - credibility to obtain loans and
Shareholder/owner is central government issue bond, and technical .
represented by the Ministry of Finance. It knowledge and experience in
- seems more practical to make use of the . Urban and housing
_ _ existing Perum, that is Perum Permnas development.
V-3 Local SOE (BUMD) The owner is local govemnment and it is 1t can be more responsive and
under local government presented by Bupall or mayor o acwmmodahng to lgcal

conditions and problems.

Stl uctune of KMB (Subsullary of Perum) - :
Thc orgamzailon slmcture of the KMB whlch is managed by Pelum |s proposed as follows

* Sharc holdcrs(Oﬁn:rs)

GO\ ernment teprtsenled by Mlmsler of
Finance -

: 4| Beard ofSupen:isorsr l .

" Board of Directors |

TBraach™ T T : . :"Kiﬂi;"f_"' '''' _ "_"..i
El:hxecutn'tsBoard el : '
g Dms:on i Dwmon E
EE]D[:IC]CH -EDDDDDE
E : :_ N

F:gure 22. 6 Structurc of KMB (Subsndlary of Pcrum)

L. Shareholder/owner is the central govemment represented by Mmlstry of Fm'lnce 2 The

~ organization consists of decision making unit (Board) and executing unit. 3. DeClsmn makmg L

unit consists of Board of Supervisors and Board of Directors. 4. KMB executive members are -
" appointed by Board of Dircctors of the Pemm from both mthm Perum and out31dc (local‘ e

government and academic mshtule) ' '

(7) chal Arrangcmcnt

Summanzmg the dlscusswn prescnted m the precedmg sectlon, the necessary legal
arrangcmenls are hsled below : :

20 _:-:-' v
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Table 2.2.7 Items of Necessary Legal Arrangements

Variation - Legal measures Purposes

Government approval  Inclusion of KASIBA into Spatial plan To authorize the project of importance for
: public interest in the city (base for the
. _ . foltowing legal arrangement)
Approval of KASIBA implementation plan ~ To secure the public mlerest n
B TR P I : implementation :

artation X-1 and price control {Freezin B N - To secure implementation and financia
Varijation X-1 tand p trol {F, 2) Tt p! t dafi |

Infra. and land Pre-empt, Expropriation. - viability (cost recovery) of KASIBA
Variation X-2 Compulsery LIC : To secure certainty of project

L/C . - : ’ fmplementation

. Variation X-3 Incentives : : To enhance landowners’ willingaess to

Land poeling R - o . 70. 0 participate in the project -
variation X-4 - o Development eharge on LlSlBA o s To secure fnanelaluablllly (eost reeo\ery)

Real esllate de\f.r SO 2. . o -+ of project L .

' De\ ordinance on LIS]BA ..wi i .. To maintain standard of living environment

\artanon X-5 (Mod:fed \4), Variation X-6 (Modified .\-2) Variation X-7 (Combmahon of X-1 and 6} are same as above

l) It seems lh‘ll all the vanatron syslems are. workable evenon Ihc e\uslmg law and regulatlons
in force. Ilowever dlfterences are in terms of efllclency and feasibility of the prolcct N

~ implementation. -
~ 2) Designation of the area dls{mgurshed from other areas “ould imply the special 1mportanee
. of the arca for certain purposes. - It is supposed to grant certain privileges to the
- 1mplemcntmg agency, and i impose certain restrictions on the frechand of land ownership for
- facilitating and securing the 1mplementauon of pmJecls to attain the 1mportant tasks of the
. prOJect mandated by the pubhc - - :

It moy be safely s'aid that the VIability and feasibility of the project mostly rely on the privilege

. granted to 1mplementmg agency and restriction imposed on land ownership. The degree of
" privilege and restriction depends on the importance of the project, which the society can
- recognize and accept. In this regard the lmplementabrhty of KASIBA derives from the social
importance ‘of the project. Therefore the purpose and development plan of KASIBA must be
- carefully deliberated from the viewpoint of the public interest. On the other hand, the degree of
- privilege and restriction enforced shall be determined by the decision-making process through
~ which social acceptance is to be obtained. T he sites, implementing agencies and development
plan must be approved through a democratic process such as public inspection, and

. consultation with concerned partiecs to the project so that the public opinion is reflected in the

plans Public acceptance lS llkely to pave the way for stronger enforcement powers to

B |mplement the project

_ _2 2, 5 KASIBA System*3 and Further Improvement ‘

s '_ Among the proposed variation of development systems under the KASIBA system, the ﬁrst

. priorily was placed mainly on KASIBA System-3 for lmplementauon by the State Ministry of
- Housing and Settlement. " Accordmgly the Ministry drafted the government regutation for
, 1mp1ementatron of Law No. 4, 1992 on housmg and settlement. The guidelines for KASIBA

 project and manuals for pracucal procedures were prepared based on the KASIBA System-3.
2 - Further rmprovement of the KASIBA system have been proposed with the view to alleviating

some possrble problems of system 3 whrch may lake place and more 1mportantly to make
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KASIBA amore effcclive urban managément and development system.

(1) Justification and Possnble Problemis of KAS]BA S}stem-3 (Laml acqulsmon and
prowsmn) '

1) Jushﬁc'mon of KAS]BA Syslem -3

Land acquisition and provision to developers by the government (through KMB) are ]usuﬁcd
by the purposes to mtegrate more dlrcctly urban developmcm projects and realize more directly
_ peoples’ aspirations in housing provision, ¢ “and promote more directly private sector to mobitize

its financial, techmcal practlcal and other resources to realize peoples asplralions in housmg
prowSlon :

2) Possnble P: ohlems of KASIBA System{& S

KASIBA System-3 is equipped with stronger legal pow ers to pl’Ohlblt large- scale development
projects by private developers outside of the KASIBA area and grand land purchase permits to
the KASIBA Maunagement Body as well. In retum of advantages of these legal powers to
secure the implementation of projects with the abovc~mentloned purposes, they may bring
~ about some possible problems such as possible land price rise due to the scarcity of land caused
- by the development prohibition, possible violation on properly rights of landowners due fo the
~ land purchase permits, and possible blockade on urban development, real estate industries, and
in-time housmg prows:on fo the pubhc markef due to the poss:ble delay of KA.S]BA pro_;ecr

: (2) Recommendcd Full Scalc KASIBA System for Integrated Urban and Housmg
: Devclopmcnt . ,

~In order to mmgate the ﬁbove-mentmned p0551ble problems the KAS!BA urban promonon area
”sys!em was proposed. In this arca, other development types, such as real estate developnient by
* private sector and L/C by landowners, which never resort to land purchase permits, should be
carried out to diversify the land prowsnon for.urban and housing development. KASIBA shall
develop the KASIBA rmplemenlauon area with the land purchase permits being limited only to
public purposes as defined above S0 as to avond p0331ble abuses of lhe govemment authontlesr -
: '_on the propcrty rlghts : -

_ KASIBAarea', ; S e Legalpo“er IR
KASIBA urban promouon (planmng) area .. [ Prohlbltmg urban development outside lhearea

L2 Coordmahng/superwsmg urban deve!opment mSlde the :
~area. : :

KASIBA urban pro;ect unplememauon area I, Project 1mp!emenlauon power -

(Grantmg Iand purchase permn and rlght of management)
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* KASIBA Urban Promolion Area

mmm—> (Prohibiting urban dev elopmeni outside
KASIBA 5)stem 1)

-----------------------------

-+ {Landowners/{ i anate;i k{ll’nvale ‘é 7 _
T[T Association -?De 'elope f Develomm;: :
ST TETERL ST 2. v KASIBA Urban Pro;eet !mplemenlatlon
YUY TN 7 7 77 7 7 7] [ 77777 77 7 i © Area _
: [‘.:ndownersl ga /{;’g{é{’_/ 7 %{g{;{é L. &> Land purchase for LISIBA
11 Association |1 P T
3 i .//////// //////A ! ~ (with or without land purthase permit -
o - ! syslem 3)
sz Vi)
L1 Association [} -3 i
[URRENERNEuAl /////// */,/////!

Land Consolldahon Area (Tolally or p‘irllﬂll))
(anarylsecondary ml‘ra system -2 )

14 |gnrc 2. 2 7 Integl ated Urban and Housmg Development by KAS]BA

3) S)stematnmhon of City Pl‘mmng and Development 1n Government Reformatton
Movement

Several lmprovement measures and programs in the Indonesmn urban and hnd management :
system have been sprouting on the waves of government reformation by each ministry. They
scem to proceed separately from each other without coordination and adjustment between them.
~ Two major issues are highlighted: 1.) Location perm:t Land purchase permit: in the wake of
" democratization pressures, the BPN revoked the land purchase permit, which has a possible -
problem of violating property right, and transferred the location permit to the local government.
~ The Ministry of Home Affairs is claborating a Spatial utilization permit or land use permit in .
place of the location pemnt 2.) Urban area development system: the Mlmstry of [lome Aflairs
sets up an “Urban area administration and management system” in association with the
_ deeenlrallzanon policy embodied in the new Law No. 22/1999 on Reglonal admlmstratton and
-~ draft of govemment regulations. Still unclear is the relationship between this new urban area .
' development system and KAS]BA prohlbltmg Lll’b‘lll development outsxde KASIBA area.

_ lstinlslr)" L SR f Law o PR .‘ Ma_]orlssues e o
Min. Agrarian Alfairs/National Basxc Agranaiaw . “Locauon Pennit : Revoking Land purchase T
Land ASEﬂCY . R : I permit and transfetring to local government”

AR AT ¢ “Land Consolidation Law™ (preparation )
\‘hn of Housmgﬂluman Selement Housmg and Sett[ement T"KASIBA and Stand_-alone L[SIBA Land

¢ purchase permit” . .
ﬂmistry of llome }Uialrs . Spana! Usé Management "Spatial Unhzauon Pemnt” _ ]
, - Regional Administration - V“Urban Area Adm!nisrmﬂan & Managemem’ !

(Decentrahzauon)

~ Those conﬂletmg issues \Vl" be settled down cventually to develop a well coordmated urban

f_r'and land management system in Indonesia by th¢" coming ‘government. © An-idea of |

_ _systemaumnon of city planning and development was recommended, through which the
. measures-and systems proposcd and set forth by each ministry and governmient agency,

o mcludmg KASIBA, shali be adjusted Whlle the Urban Area Admrmstralmn & Management :
-~ systen’- prohibits urban ‘development outside the _designated -arca and coordinates urban . :.

_ development projects inside the area, IMSIBA targets at the specific KASIBA area within lhe
o management area, to be developed for housmg and pubhe purposes PR ,
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City Planoing Administration of Local Government

A D K &Y EB 0P 3 3 &b OF ER 85 4E G5 &b 48 O 0 8

Built-up area (Existing & Expansion) . ﬂb Spatial Plan Area :
_ ; : 1. Urbanization area |
Urban < _ " Existing built-up area : 2 Land use plan :
renewal area R I R i : : l[;f:;:;i‘i:ii:iikv plan . _ :
RIS RN ! Ne\\ Url-an Dev. Ma.nagemenl Area ]
QURRII | /b an ¢xpansion area (Self-building areas) I : :
SRR IR 4 - o
I N I !
w1op D 4, New Urban Development Mansgement Arca
Integrated 1T "' 1. Probibiting uiban development outside the area §
Urban Infra, REEERERE IR osY I SRrs PreTyreach 1 2 Coordmanng,supemsmgurbmdewlopm;nnn:
Dev. Program Landowness/ 1T i Private 134 J:E Private E I thearea ! 1
bylﬂca.i 1 Association 11 De\glopﬂs}f HiDevelopers & bn------ﬁ-w--w—-u----u-
N . 1114t B A A YTy :
government L Nesresssesmmasessessssssssas . R, e
TTITTTIETI ] i : .
T ELandowners' | | EZ;ISZB;A;-;[/; éé'{\/;/; i' ; l\(;\eilﬁ-\ Urban Project Implementation
1} Association {1 g ‘
SHENEENENNENN E ////// M_{A i Land purchase l‘orLI.siBA
1] I‘Jairidlonlnleis}: - i/l 7 / %63{4/; E (with or without land purchase permit)
T Association T 1i[~ LISIBA-3 i T
{seceion AW s AV i N
| R
Y i

" Land Consolidation :\I’(‘I (To!all) or partlally)
(anar}fstcondan infra)

Flgure 2 2. 8 &ystemahzatron of Crty Plannmg and Devclopment
S mcludmg KASIBA Systcm o

2 2. 6 Gulde]mes for KASIBA Pro;ects and Manuals for Practrcal Procedures RO
(1) Gmdehne l'or KASIBA Prolects

th the enlargmg aulhormcs and mcreasmg responsrbllltres of local govcmments in
' proceeding with the decentralization process, the local government becomes the sole
~ responsible organization for urban and housing development in its Jurlsdrctlonal territory. In
this srtuahon the local govemmenl must be the first responsrble organization of KASIBA
~ projects.” The local government initiative and mouvanon and implementing capability -
becomes essential for KASIBA projects. The guidelines are o present some suggestions and
proposals on the specific important aspects of KASIBA, which the local government may have -
o mke mro consrderanon m developmg KASIBA pro;ects m therr jurlsd:chonal Ierrrtortes

The guidclines consist of: ] ) Dcvelopmcnt (planning) guideline. public purposes/intcrcsts and :
city plannmg, 2.) Organizational ' guideline: public-oriented and none - profit-making

organization; 3.) Management guideline: purpose-oriented management (achievement of goals = -
and purposes, effecliveness and efficiency of achievement, falmess and righteousness of .~

project lmplcmenlauon) and comprehenswc land ma.nagement 4.) Financial gurdcimc
development benefit captunng, and, 5 ) Envrronmenla] gurdelme envrronment fnendly town

_ (2) Practlcal Procedures and Manuals

. Gcneral nmplementalion procedures of KASIBA are drawn up in such a manner thwt the
actlvmcs stipulatcd in the government rcgulatlon are arranged in a logical order and in time

. sequence. - Along with the implementation procedures manuals on how to prepare and

' nnplement KAS]BA projects are proposed and complied in separate VOlumes : '
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