| Chapter 2 Urban fihd Land Maliagenlent System in Indonesia
2-1  Historical Confext of Urban Development

‘The main strecams of the laws and regul'llioos lssuéd by the governnient and the plans and
programs related to the city planning and development are illustrated in ‘Tables 2-1-1 and 2-1-

2 respectively. These streams tell the historical context and perspective of the Indonesian urban
~and land developmem and management wlnch are shown in Flgurc 2-1-1, and outlined below
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Flgure 2- 1- 1 Hlstorrcal Contcxt of Urban Developmcnt in Indonesm

[1960 1970 (Before RFPF LITA) Estabhshment of the Indonesnan Land l‘enure Svstem
_for Urban and land Developmenthanagement]
. This period is charactcrized by the establishment of the lndonesran l'md Tenure system dlrected '

by the 1960 Basic Agrarian Law, followed by the refated governmental regulations for the law
_execution. Itis said that the foundation of the Indonesian land administration and management
“system was basically created dunng this period,  Especially the 1960 Law that has been
-predominant not only in the ficld of the land tenure but also land usc and developmcnt due to
. the particular feature of the Indonesran land phllosophy and concepl represented by lhe
: 'conshlutron CELT e R D e

'.l,

[197{) 1980 (REPELI’IAI II) Basrc Infrastructure and BI‘N provrsron] . -
~ Since the REPELITA staried with a poor urban infrastructure and services in early lhe ‘705
pmJects for 1mprovmg the basic infrastructure, targeting at basic human needs ‘provision were

the major concemn of the urban development This benefited from the i increasing government

. revenue generated by high price oil export. The KIP upgrading the bllghted conditions of the
A Kampung, the eslablls]nnent of Perum Perumnas for low cost housmg is hlghllghted m thls .
perlod : : : T IR c _ _ :
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[1980- -1990 (RE PELl TA lll V) - Fxpans;on of Basic Infrastruetule]
The basic infrastructure improvement projects initiated in the previous peried were e\panded
into the Integrated Urban Infrastructure Development Program Scheme (IUIDP), which covers
water supply, sanitation facilitics, KIP, MIIP, urban drainage and urban roads. Resource
generation and mobilization, particularly from local government level are the basic principles
of the 1UIDP, which were set forth in coincidence with the declining revenuc of the central
govemment duc to the falling oil price in 1983. In line with this policy, the programs aiming at
improving and slrmgthemng the local government capability (financial, technical and
managerial) were initiated and executed under the LUIDP.  Decentralization became the
persistent policy of the govemmcnt which has been pursued up to date. By nature, ihe role and
' responsrblhly of the local government is vital for the city planmng exermse

- [1990- 1998 (REPELI TA v, VI) Control and Managcment of Urbamzatmn]
The Macro Economic Policies and measures of the Indonesian government boosted the

" industrial development, especially non oil & gas industrics. This rapid mdusmallzatlon was
followed by the rapid urbanization especially in the Jakarta and, or JABOTABEK arcas. _
The increase of urban popul'ltlon has been accelerated lhrough the continuing in-migration -
from the rural areas. This rapid urbanization, eoupled with the intensive industrialization, °
brought about serious urban problems such as water and air pollution, traffic congestion, flood
~ and 50 on. The Indonesian city plannmg reached a new horizon where the effective systems and ’
measures for controlling and managing large scale urbanization became of great necessity to
"~ arrest such urban and enwronment problcms and ﬁchleve econonnc*ﬂiy and soenlly sustamablc L
- _development : - : :

' The aet on spaual use management, enac{ed in 1992 was an epoch makmg thrust forz o
improving the city planning and devclopment which laid the foundation for measures to
combat urban problcms in the advent of the massive urbanization. The Government was in the

midst of guideline and government regulatlon preparanons for exeeuhng the law Onthe other -

_hand the Housing and Settlement Law, enacted in 1992, reflected the govcrnment s intention
to more eflectively control and manage the urban and land development in the face of lhe"
rampant urban sprawl around Jakarta and others cities. ThisJ [CA study was to propose an
nnprovcmcnt plan of the KASIBA development systcm, WhICh is onc of the mam componcms ,
- of the law L : : o

[Recent Period (Reformation cra) - Strcngthenmg Local Govérnment for decéntrohzaiion]
“As shown above, the government was in the process of remforcmg the city planning and

kdevelopment system by applying the innovative measures based on the new laws mentloned -
~above. It may be said that Indonesia reached a new era of i innovative city plannmg and is al the

first stage of its nnprovement Therefore, the JICA study was rcquested to be carried out in .

- order to make a gréat contribution to the advancement of the existing urban developient
- system through fabricating and equipping the effective and practical KASIBA and Land
" Readjustment of the Indonesian Sociely. -This was a common understandmg of both the
Indonesian and Japanesc panels during the first period of the study in 1998. - o L

. The recent economic crisis and social instability has tnggered a great soelal and po]mcal
. envnronment change whleh forced the Indonesra socu:ly mto the reformallon era

' Thc current govemment reformatlon movcment is exammed in more detalls in secllon of 2 6

hrghhghlmg decentrahzahon pohcy aﬁectmg fulure urban and development systems m

| ndonesna




2-2  Main Stream of City Planning in the Government Organization

The organizational system for the Indonesian government’s cily planning is cxamined as
follows. With local governments being the main executing agcneics of city planning, the central
government mandated by the President guides, assists and supervises local govemments m line
with the govcrnment polrcy of decentralrzatlonldeconcentratron -

While the prowncral governors and thc mayors/regents elected by the local assembly and
approved by the upper orgamzatron, enjoy autonomy to some extent, they are also mandated by -
the President for governing the regions. The orgamzallons of the central governmcnt involved
- in city planmng are the followmgs R ~ :

- Departmcnt of Home Affarrs (Dlrectorate General of Regronal Development)
- Regarding the regional and urban development pl’nmrng, programming and
~ budgeting, and enforcement of rules and rcgulatrons of crty p}annmg (Spatral plan

.. Development permit and others). R

-.- Dcpartment of Public works (Drrcctorate General of lluman Settlement)

- Regarding techmcal aspects of crty planmng, especnlly spatlal plan and lUll)
- programs. oy

- State Ministry for Agrarran affalrs I Natronal Land Agency (BPN)

.-+ Regarding the management and development of land admrmstratron : :

- State Ministry of Housing and Human Settlements =~

- Regardmg the housmg and human settlcments '

- The Indonesran Urban and Management functron can be found mto two streams of

“* activities, both from the central and local government structures, as shown in Figure 2-2-

Central Government

BAPPENAS PR, - R Crty Ptannmg Admlmstratton .
(P]annmglProgrammmngudgetmg o o

CIPTA KARYA RE R Cl : _
(Physrcal plannmg Spaual pIan/iUlDP) Crty planmng practrce ;3: C

Department of Home Affairs * . ST '
(General admrmslralron for city planmng)

Local Government

(Formulatron and Enforcement of
Spatial Plan, lssuance of
development pernnt‘etc) S

Nati'orrat Lanrt Ag'ene'y.(B.PN). R T R
" (Land tenure & Land use arrangement o e e
Land right, Regrstratron) L IR Land Managen_len_ttA_dministration

_'V_LIK?Iigm;e :27-2'-1‘ t\_/_l.a'in Stream :of City'pla‘nning in.the Co’v_ernment Organizati)on B

One is the ordmary stream, (whlch is more or less common to many other countrres in the :

i world), of the administrative activitics for the regional and urban developmcnt between the .

' central and local governments This is represented by; Bappenas, in charge of planning and ©
- programming; Cipta Karya, in charge of physical planning, especially spatial plan and urban -

- mfrastructure deVelopment plan program (IUID program), and, the Mrmstry of Home A{I'arrs =




in charge of general affairs for regional and urban developmcnt (more admnustrauvc) on the
central government s side and Bappeda on ihc SldC of lhe lOC’ll government ‘

The other is a stream of the land managcment acuvmes made by the Nahonal Land Agcncy -
Coordination and cooperation of the two streams are the main functions of city planning
activitics in the local government. This accrues from the land special definition and the land
management special tole in the Indonesian socicty, Land management by the government
entrusting BPN consists mainly of land tenure arrangement/land reform, land right
~ management, land right certification (Land tenure) and land use as well. On this legal basis the
" BPN parlicipates in the city planning process of the local government. The BPN cxcrts its - -
mﬂucncc over the local government through the BPN’s local offices. ¥ '

The nonnal city planning and urban mfrastructure developmcnt is more decentrahzed as noted -
in 2-2 than the land managcment The latter is more centralized. T his may be understandable
- since land management is vital for governing the nation, more so in an archlpelago consisting of
thousands of islands with thousands of tribes llke Indonesia, and i is-an important revenue
generator supportmg the national budget. ' The Indonesian’ govcmment structure is -
~ characterized by a combination of decentralization and centralization. - 'lhls characlenstlc
rcﬂccts on thc c1ly plalmmg and development admmlstratlon dlscussed in 2 3

The rcccnt rcformatlon movement of the govemment has been changmg thls situation by :
lransfemng the ng‘ht of i 1ssumg localion permlts from the BPN to local govern_ments '

-3 Clty Planmng and Devclopment Admlmstratmn

The csscntlal key faetor of the Indoncsnan cuy p]anmng is the formulat[on and legal L

~ authorization of spatial plans., The national, provincial and munlcipahty/regency spatial plans -

are subsequently formulated and authorized in conformity with the 5-year development plan as
illustrated in Figure 2-3-1. Usualiy city planning is to be implemented by a combmatlon of
control measures (enforcement of land uselbunldmg control - and development permits on
private development projects) and pIOJECl implementation (implementation of mfrastructure .
development-1UIDP, as well as urban area devclopment like those of urban renewal and new
urban development area, which at present are not in existence in Indonesia). In this respect the

- KASIBA and Land Readjustment/Land Consolidation are expected tobe effective and practical -

urban de\relopment area systems S0 as to slrengthen the 1mplementmg capablhty of the local
- cny pl'mmng : : R '




[Plan/Program]

* Spatial Plan Formulation and LegalizatiOII - " Development Program for Inplementation

INational 5 year Dev't Plan ]-—élNational Spatial Plan l }lNational Dev't Program/Project ]
N > . . .
Botton up Top Down_
IProvincial 5 year Dev't Plan ‘I—-h;ﬁ)lf’rovincial Spatial Plan l ﬂrovincial Dev't ProgranvProject }
ll,ocal 5 Year DevitPlan - - HLocal Spatial Plan ; )[Loeal Dev'l Program/Project - © I

, {Implemenhtlon]

Executlon of Control Measures - Project Implementation

_ . _ o o linplernentation of lnl ]é ie" ation of
Enforcementof - Enforcementof Area Development ﬁ,f:;slnucll,'p
Land Use/Building Control _Development permit by Gov'L initiative Dev lr m ntt
{Zoning Ordinance / on Private Land Dev't Urban Renewal and Pfoofar:
" Building Code) - {Subdivision Conlrel) New Urban Area Dev't (IUl%DP)
. L S (LIC %ASIBA) !
— ot I ..................
: Not Yet Exist in‘lndonesia
" Local govemmient includés Municipality and Regency -+ - . [Land Rrght Certificate -
T BPN) _ ST

. Fig‘ure..2.-3-l 'In_.doneslan. City Plenning I ]-)-ev-elopment Admi'nietrdtio_n -
l he lndonesran development permnt system and procedure as outhned in Flgure 2 3 2 are qmtc _
N unlque and pecuhar in the followlng pomts -

o [4 step permlt grantmg]

 The private real estate developers have to clear the 4 dlﬂerent permlt regulatrons-——Prmcrple
~ - permit, Location permit, Plannmg permlt and Burldmg permlt—by stage before startmg
the actual land development : S

A prnlctplc penmt is to be 1ssued to the pro;ects that are deﬁned to be in consrstency and

o comphance with the development plan and spatial plan in force by the local government (Level

). After the principle permit, a location permit is to be gtanted by the National Land Agency, o
~ which duly checks the project from the vreWpomt of land management and administration.
<= This location permit is discussed in association with land tenure procedures in the fo]lowmg

o ) sectlon The locatron penmt aetually perrmts to purchase/aequtre land in the prOJect area.

In order to secure the development (ex Infrastructure and servtces) and burldmg standard the '
- plannmg penmt and buuldmg perrmt must be cleared by the local govemment as well :




Application for

Granting Permit Municipality Spatial Plan " | Organization Issuing Permit
LNA
h )
_— . Compliance/ : Lecal BAPPEDA
P le P t A .
: rineipie Terml Consistency with - ' {(L.ess than 15 Ha)
Land Tenure the Spatiat Plan c Provincial BAPPEDA
Procedure _ : ' . (Over 15 1la)
. . - e ’ B ’ .
U Permitto % Location Permit ](-——Il,and Management - - - Malional Land Agency - |
Purchase Land B .
I Land Purchase l(———l Planning Permit I(——IDe\'eIopmem Standard HIncalGovernmcnt(Tl’CIl) |
| Release to Govit | ' B A S o o e
: ’ ’ : I Building Permit -—f{]}uildlng Standard - Hl.ocal Govermnmen (TTC11) —I

I Tenure Grant _l
< T \L o )

I ¢ Registration l

N

. Starlof Project l_niplenl'enta‘tiOn S

Figur‘e 2-3-2 Det.'.-elopment P_er'r_nirt _I_’rocedt!r"e and Land Tc-r'n‘]re Adnainistration )

Dlﬂerences in development permrt and land purchase betwcen Indoncsra and Japan are shown
in Figure 2-3-3.  While land purchase, or consent of landowners to sell their land to the

. dcvcloper is one of the imporlant conditions for the issuance of ‘development permils (planning
permit) in Japan, obtaining a dcvelopment permit (principle and location permrts) is one of
basrc condrtrons for land purehase in Indonesra '

" The Japanese location permrt is to grve pnvrleges to developers and lmposc restnctrons on land
: ownerslup as follows ' : SRR . : . L

l’rrvrlege to developcrs. a srnglc devclopcr is granted excluswe rrghts to negotrale wnth and
" buy land from landowners. However landowners’ rights are safeguarded in a manner that the
_ granted right to the developer is due to expire when the developer fails to purchase land ina
. certain fixed period of tlme (PrOJect 1mplcmentanon is uncertam dependmg on the land '

owners’ wrll to sell) - - : I TS

) Rcstrrctron on landowners. landowners cannot sell their land to other developers than the
" granted devcloper or even not be provrded wrth land certrﬁcatron and develop houses on thcrr .
O\VI] ]and : o T e B s e R { :

' lt is consrdered that thls mtents to prevent excesswe compehhon among plural developers and

‘ speculators resulting in land price escalation, and drsorderly/drsmtegrated urban development
by plural developers. - Critics say that developers enjoy too many pnvrleges while landowrers -
~ are under a series of restrictions. in order to safeguard landowners’ property rights and the: =

*_certainty of project 1mplcmentatton, obtarmng land ownershrp through free transaction or their . o

- consent to sell land isa basre condmon for 1ssu1ng development pcmnts in Japan
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_Transfer ofthe rlght of lssumg locahon permlt wnth :ts re-defimtlon] , :

_ The Agrarian Minister has redefined the meanmg of location permits through the nnmsterlal

- Decree No. 2/ 1999 with the clarification i in the mmlstenal letter (February 1999) addressed o
govcmors Bupatr and Wallkota as follows '

1 locatlon pernnts are apphed for mveslment actlvmes (mduslnes tourism and
__ plantat:on) ‘ :
2. Location permlts w:ll no longer grant any rrghts to the loeatlon pernm holders
R Locauon permits are only referring to spaual plans, - :
3 I ocatlon penmls w1|l no longer be 1ssued by the BPN but the local government

' Thls 51mply means that developers prmleges and landowners restrletlons have been repealed

: _2 4 Land Admlmstratlon and Management m Clty Planmng and Development SRR
The lndonesran Consmutlon of 1945 (Amele 33) prowdes lhat land water air and lhe nalural .

- richness contained therein shall be under the control of the state, and used for the maximum

~ well being of the people. Under the prmmples of thé Constnuuon, the Basic Agrarian Law )
.- 1960 (BAL) states that the state has the inherent right to controt all aspects of private land

o ownershlp and use o ensure that it is used for the benefits of the people: The 1960 Law also

established the Land tenure system based on the Customary Law representing the fand
'phllosophy of Indonesmn people as noted aboVe abollshmg the European Land Law. T hrough L
o admlmstermg this system the BPN, as the state’ agency- for all land in Indonesia exerts the .
" power to control, allocate and limit the ownership rlghts of prlvate lndw;duals groups or.
orgamzatlons to possess ‘use and transfer land : : - : w




The BAL 1960 Law defined the land tenure among others, Right of Ownership (Hak Milik),
Right of Building (HGB), Right of Usc (1HP) and Right of Management (HPL) as well as the
conversion and registration of land tenure. The cligibility of the Right of Ownership is only
reserved to Indonesian citizens, thus excluding foreigners and corporations of this right with a
few exceptions. The eligible holders of the Right of Burldmg (HGB) are corporatrons or
lndonesran citizens.

Some examplcs of land tenure conversion are outlincd below: =

[L.and tenure conversion to the system of Basic Agrarran Law] ; ;

While the Indonesian citizens’ land right of ownership, based on the customary law is duc to bc
converted to the land Right of Ownership based on the 1960 law (September 24"‘ 1960), the
tand Right of Ownership based on Western Law in the colonial era is generally converted to the
Right of Building or use only. Large arcas of Indonesian citizens® land rights, based on the
Customary Law, have not been registered on the 1960 BAL Law. It is reported that only 25% of
land rights, in terms of land area, have been registered in Indonesia. The mandated task of thc '
BPN is to facrlrtale thns conversron and reglstratron based on the 1960 Law

{Land tenure conversion for urban development] : o : ,
In developing real estate, a company makes a contract of land purchase wrth a landholder on
Hak Milik tenure (Right of Ownership). Then the landholder is to relcase the tand on Hak Milik
tenure to the government to obtain a State land status. Subsequently, the government is to grant -
the land on HGB tenure to the real estate developer since a corporation is not allowed to hold
land on Hak Milik tenure, The developer subdivides the land and sells it to the customers on

HGB tenure with a maximum term of 30 years that can be prolonged for 20 .years and be'",r e

renewed for 30 years, Tn certain cases HGB tenure can be converted to HM tenure In the case

of a direct transaction between Indonesian individuals, the land on Hak Mlllk tenure can be TR

transferred, (excludmg forelgners and corporatrons)

In these srtuattons the JA’BO]ABEK ME‘ TROPOI llAN Dl VE] OPMENI PLAN REV]EW ‘
(JMDPR) [PU-CIPTA KARIA] note “The drafters of the BAL intended HGB tenure as the
basic tenure for urban land development But it is not clear why persons buymg ready-nnde
houses from housing developers should be restricted to HGB tenure, whereas the persons

burldmg their house can do so on land they acqurred or converted to and hold on Hak Mrlrk B

tenure

]Land tenure conversion in devclopment pcrmlt system] R RO
As discussed in 2-3 City Planning Administration, once thc locatron pcrmrt is 1ssucd thc

developer is to be granted a pemnt to purchaselacqulre land Almost the same procedure as= o

~above is to be followed. o :
L and purchase > Release to government -—-b Tenure grantcd =) Reglstratlon

[Land tenure conversion in land consolldatron]

As discussed in Chapter 4, the land tenure conversion in land consolrdatron system in Indonesra Sn

is quite unique if compared to those of land rcadjustmcnt in other countries. Although this

system also features “the relcase to government and grant to_holder” as exerclsed in the real L

estate development, the orrgmal rights are to be released through the govemment to the new o
land holders aﬁer rrght grant and regrstratlon by the BPN ' :
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2-5 _ “F'inan'eial Systent fof ‘I‘J'rbanrand }iousing Detteleprnent
2 5- 1 Overv:ew of the Land and Housmg Development Fmanemg in Indones:a

' g Housmg deveiopment in ]ndonema is mostly dependent on pnvate financing SOUICES. Eqmty
~ and commercial bank lendlng are the major financing sources for housmg developers mcludmg
- the Pubhc Housmg Corporatlon, Perum Perumnas :

Sources of funds for commercnal banks (except for the BTNHNatlonal Savmg Bank) are mostly
comprised of demand deposus and time deposits ‘due ‘within one year. ~ Although housing -
“"development is a medium-term investment, developers have to depend on commercial banks’
“short-term. lendmg for the ﬁnancmg of their projects. Moreover, since commerc1al banks’

lending for- land acqu131tlon is limited to low-cost housing by Government regulation,

" developers sometimes issue short-term commercial papers to construct medlum to high-priced
" homes. The mismatch of the ﬁnanctng term and the recovery ‘period was not a serious problem
~ when the Indonesian economy was booming and housing demand exceeded- the supply o
;== However, the increase in the interest rates and a drop in housing demand due to the economic
© . crisis caused a serious setback in housmg development emphas:zmg on the constramts of the
- conventlonal housmg devclopment fmanemg :




- Although the BTN plays a substantial role in the provision of low-cost housing loans, it has
already reached the Government's target amount of loan set up to Feb. 1999. The unavailability
of subsidized loans causes Perumnas to currently hold 26,000 houses in stock. Constraints in
the present financing methods for land and housing development need to be examined for the
successful implementation of KASIBA and land consolidation schemes. In this section, the
financial requirements of the public and private housing deveiopment scetors, including the
current Govcrnment budget sﬂuahon Wlll be exmmned and thelr constramts identified.

: 2-5—2 Housing De\ clopment by lhe Pubhc Sector——Pcrum Pcrumnas

Pcrumms, a pubhc housmg corporauon is lhe most lmportant prospcclwe player in thc
KASIBA system. Perumnas’ current financial characteristics, as well as implications for the
successful 1mplcmentatlon of future KAS]BA prolects w1!| be discussed in this section. '

| [Commcrclal Bascd Cost of Fmancmg]

Govemment loans to Perumnas have been mmlmal smcc thc Govemment says that Perumnas is
~ capable of borrowing money from commercial banks. ‘As of June 30, 1998, Perumnas’
_ ﬁnancnal sources apart from lts equnly, (Rp 421 b]lhon) are shown in l‘able 2- -5- 1.

Smcc January 1998, duc to the economic crisis, commercial bank ﬁnancmg has bewme qmtc
~ costly. As shown in Table 2-5-1, Perumnas’ current cost of financing is 20.6%. Accordingly,
- Perumnas’ interést payment mcreased mgmﬁcantly during the last three years: Rp.13.1 billion
 in 1995 (4.8% of total sales), Rp 360 billion in 1996 (12 3%) and Rp 52.8 bllllon in ]997
(14 2%) ' '
 ‘Table 2-5-1 Perumnas’ Financial Sources as of June 30, 1998 - -

R

l.cndg:r O_ul?lt{a;flgiglﬁggunt Intf.fcst. Batc '_ rge[;’):r);n:n-t ] Due Dale ;
. 3,182 ... 5 96% - 24  years . Jun. 2006
World Bank 887 . | 0.0% | 18 years - | Sep. 2006
S S 2407 o o 1A% - 29 years - | Jan. 2008
ADB . . T ame - 10.1% 24 years | Sep. 2006
: S ~ 10,521 - S 11.0% - 24 years Sep. 2008
Tapéruin(i)f 40000 | - 7.0% 4 years | Dec. 1998
o 100000 | - 80% o | 5 years <0 2001
Mmlstryofhnance ‘ 6,540 ) o 80% 10 years | Oct. 1998
- 100,000 S 17.0% 4  years - | Mar, 1999
Bxim Ba"k(?‘) 750,000 | T 18.0% 2 years | Dec. 1998
: R MTN UE50,000 0| 375% 0 |t U year | Aug. 1996
BTN’ @y M T R0000 T T 30s% T T Uyear | Mar 1997
- | (National - | MTN |- - 025,000 o0 30.5% 0] 1 year fDec:’ 1996 |
i Savmg Bauk) MTN | = = 50000 | 7 375% o 1iyéar | Jun.t 1997
' O 12,0000 70 | T 18.6% - | 2 years - Sep 1998
Towl S| i 4842730 ‘.2059%._... ST .

-MTN: Medtum Term Nole Cip: Commcrmal Paper
Source Perum Perumnas i h g

(l) The 7% loan was reschedu!ed the ongmal due date was Dec 1997'. s
* (2) Exim Bank, Perumnas’s main bank, offers a favorable interest rate.‘ ST
(3) All of the medium-term notes (MTN) were reschedu]ed ' LT



The following is the current situation of Perumnas’ ﬁnancing sources:

- '7 Tapevum (Tabungan Perunmhyan Pegawal Negerl Slpll Savmgs for }lousmg of
. Govemment E mployees)

' laperum (or Baper 'larum) is a compulsory saving facrllly for Govemment

~ employees to be used for mortgage down payments. Since its creation in January

1993, Taperum has grown to Rp.1,293 billion, of which Rp.555 billion have already

been disbursed. The rest of the money is deposited in the BTN (National Saving

-+ Bank) and eommercnal banks. Taperum also prov1ded a Rp.60 billion four-year loan

~ at 7% to Perumnas in 1994 and a Rp.100 billion six-year loan at 8% in 1996. Adfter
~_the due date, Rp.40 billion out of Rp. 60 billion were rescheduled for another year at

o 8% although T'lperum requested 17% as the new mterest rate L o

R 1 N (Bank Tabungan Negara—Nattonal Savmg Bank) . :

. Perumnas has two types of BTN loans, Rp.155 billion in medulm term notes and
~ Rp.12 billion in commercial paper as of June 30, 1998, Medium-term notes were
“issued based on the agreemeit that 60% of each loan, provtded by the BTN to the

. buyers of Perumnas s low-cost homes ultimately be returned to the BTN as
o repayment for the medmm term notes. The followmg money cycle bet\\een the BTN
' homebuyers and Perumnas takes place ' : : S

EERT ST Pen'mmas = ] : St e
L2 I'lot_xs'e Cons_lruel_i__on‘& Sale, " S Repa)menl \l Medlum term Notes _; .
' : " .:4 Pa)menl .i . A \\ T -
— —1 Lo S .””'f_:f e
L Low Costllouse. L - : - BTN o :
: Buyers 3.Ilousmg Loan -~ o

o The medlum tem1 notes were 1ssued at dlscounted w1th mterest rate of 16% to ]8%

" In June 1998, the B TN reached the Government’ s target for low-cost housmg :
o E loans-600,000 units between March 1994 and I‘ebruary 1999.  Due to the
unavallablhty of Govemment subsidized loans, the BTN has had to stop low-cost
K housmg loans. Because Perumnas is eurrently not able to sell its low-cost homes

" since all its customers are dependent on BTN’s subsidized loans, it is holding 26, 000 -

.. housesin stoek As aresult, Perumnas is not able to pay back the medium-term notes -
- and thus both partles have agreed to let them roll over at the current interest ratc
“ - (37.5% as of June 1998). - With ‘regard to the commercial paper issued for the
.- KASIBA Driyorejo pitot project (discounted on interest rate fixed at 18%), Perumnas :

y and the BTN have not yet agreed on the eondltlons to :oll over thls debt. '

- ' E‘nm Bank (Export Import Bfmk)

7_';"-"lhe E XIl]‘i Bank is Pemmnas mam bank lmnagmg most of Perumnas deposns In
~ 1995 and 1996 the Exim B'mk provided Perumnas w:th Rp.150 billion worth of loan
- at a three month ﬂoatmg rate. Although the Exim Bank’s commercial- based interest
- rate was 37.5% as of June 1998, its loans fo Perumnas are provnded at favorable"
1nterest rates of17% and 18% A SR :




Implication for KASIBA Projects

An additional soft loan to the BTN will be nccessary for the continuation of housing loans.”

Considering the cxtremely high interest rate in Indonesia’s current economic climate, it will be

also necessary (o provide a soft loan to the KASIBA management body in order to dccrcase the

interest cost. The management body will be able to rcducc the price of homes by eombmmg the
soft loan with commercrai banks' lendmg :

[Insufﬁcient Liquidity in Financial Mana‘gét:ie'nt] S
l’erumnas is depcndcnt mostly on short to medium- term loans and the avemge cost of

ﬁmncrng was 20.59% in June 1998. Perumnas dcpends on short-term loans even for
investment in land purchase that sometimes takes a long time pcrrod In September 1996, for

the Perumnas® KASIBA pilot project, in Driyorejo, Gresik, Perumnas borrowed Rp.16 billion

in commercial paper from BTN at 18.6%. Although this is due in Septcmber 1998, the land
“acquisition has not yet been completcd and the housmg construcuon has not started. BTN is
requesting a 50% interest rate on the rollover of the commercral paper and is strll negolratlng :
' wrth Perumnas regardmg these temts '

Perumnas mcreasmg dependency on short term ﬁnancmg has srgmﬁcantly decreased 1tsr
liquidity. The following are Perumnas I'mancral lndlcators related to Irqludlty for the last three
years: : :

T he nwcntory turnovcr ratio in 1997 was 0 43 whrch mdrcates that Perumnas takes on avemge '

“more than 2 years to completc a housmg devclopment project. The liquidity ratio, excluding
inventory such as land and houses, decreased from 56% to 38%, and the qurck ratio also -
dectined from 29% to 13%. These llquldrly indicators show that any delay in housmg )
construction and/or sale cou!d qulckly Jeopardrze Perumnas ﬁnancra} stabrlrty by mcreasmg o
the default risk. : - SRS I o -

Table2 5-2 Perumnas’ Ltqurdlty Indlcators' 1995 1996 and 1997

S 3] Dec-l997 31- Dec-1996 a1- Dec-1995
Cash&Deposrls (Rp mllhon) CA - 71,649 110,024 | 107,786
Shoit-term Assets excl. Invenlone’s (Rp nnlhon} B 211,016 238,141 | - 205,384
Inventories (Rp. million) - S € 915,762 ] 745,734 510,710
Current Liabilities (Rp. mrlhon) P 559,542 - 456,007 /| ~ 368,790
Sales (Rp. million) ' ' s Py R 396,356 | 311,828 1 302,775
Liquidity Ratio (1) "¢ - - =i o L (BACYD | 200% ] 216% | 194%
Liquidity Ratio (2} - St et L B A T 38% ) v 52% v 56%
Quick Ratio @ v«::- o s LA i 13% 0 | 24% b 29%
Inventory Turnover Ratio - - ..o 00 70w ::FJC‘f 043 ] 0425000 059

Source: Perumnas Fmancral Report 1996 1997

Aceordmg to Perumnas the Govemmcnt has approved to ll’leCt funds 1nto Pcrumnas as pard dn

capital, while also considering giving further m_;ectlon of capital for housing development
prO_]eCfS and approval for Perumnas s engagement m the sale of hrgher prrced homes




The KASIBA management body should not be overly dependent on short-term loans. Long-
term investment, such as equily participation by dcvclopcrs or landowners as well as
Government soft loans, should be sought. :

| |Burdcn of Land Acquisition] :

Perumnas housmg development starts from the purchase of the targeted land and ends with the
sale of the hemes. Perumnas normally nceds one year to complcte a sale after land acquisition.
- Land acquisition, which sometimes takes several years, is the biggest obstacle to the housmg
development process. The more time Perumnas needs for land acqulsrtlon the more expensive
the land becomes. In addition, the current high interest rate is making this lengthy land
_acquisition costly because of a rise in financial costs. o

Land e\rproprlatlou had bccn enforceable for housmg development through the official land

* acquisifion committee until the enactment of the Presidential Decree No. 55/1993, “Land
“Acquisition for the Realization of Development for the Public Interest”, Since housing
development projccts are no longer of a “public interest” nature, as stipulated in Article 5 of the

- Decree, land acquisition has become quite difficult when landowners oppose the price and/or
the sale of their land. ' In other words, the Presidential Decree No. 55/1993 has given

- landowners absolute bargaining power in the cases of housing development, Landowners can
- raise the Jand price as much as they want, knowing that Perumnas will eventually accept their
~ price. In the case of the ongoing Parung Panjang housing developmcnt by Perumnas, which
_ started in 1995, the price of the land (inostly infertile farmlands) in the first and sccond
- purchases (22.8ha and 84.5ha, r‘espcctlvely) increased from Rp.4,000/m’ to Rp.6,000/ m>. In

~ the third purchase (118ha) starting in 1996, Perumnas was oblrged to buy land at Rp.8,000/m’ to

-7 Rp.10,000/m? and at the end of the year 1996, the price rose further to Rp.10, 000/m’ to
. Rp.12 ,000/m’. As sueh aﬂer three ycars in the third phase Perumnas had merely purchased 30
- ha of land : .

| Measures to shorten the land acqulsmon process such as land consolrdatron should he appllcd

- for housmg dcvelopment Joint operatrons with landowners, such as conmmuuty-based

_development could also reducc the necesstty for land acqulsrtron

r,-a

o : [Governmcnt Support for Infrastructure Constructron]

lhe Govemment supports Perumnas housmg devclopment by constructmg major
infrastructure such as arterial roads, water supply facilities, drainage canals, afthough there are

~ " no explicit rules regardmg the Government’s contribution to Perumnas’ housing development.
-~ The Government pays Perumnas Rp.700,000 for the construction of each RSS house (very

“simple house), which is equwalent to around 30% of the total infrastructure costs in the ongoing
- Parung Panjang. housing development On the other hand, Government supporl was quile
- limited in the KASIBA pilot project in Driy orejo; the Govemment only assured the connectron .

L L of state roads and other mfrastructures to the pro;ect srte



[Joint Opcra'tions with Private Devclopc'r's]

In many cases, Perumnas has joint operations with private developers, sharing costs and
revenues. The Government support mentioned in the section above, which is only applicable to
Perumnas’ housing development projects, makes joint operations attractive to private
developers. On the other hand, private devclopers’ participation into finance and conslruction
helps Perumnas to achieve more rapidly its low-cost housing production target. =

!MﬂmeLEASIBA_chL

L. lSlBAs wluch are the subdrvrsron of' KAS]BA would not always attract pm"uc developers
~ without Government supporl since the profits from land development will be shared between
- the KASIBA management body and developers. * Private developers would prefer finding
another location and carrying out housing development by themselves, except when the

developmcnt of thc wrder penpheral desrgnated KAS!BA area is prolublted

' [Cross Subsld:cs between Lou Cost Houses aml Mcdlum Cost Houscs]

The prrcc of an RSS (very srmple housc) is dctermmed by thc Govermnent at Rp 4 900 000 for
~ the type 21/54 (floor size: 21m? & land size: 54m’) and Rp.6,900,000 for the type 36/60.-
- However, it is becoming quite diflicult for Perumnas to keep the construction cost below these
levels in the Jakarta meiropolitan area. In Parung Panjang, in 1996, for example, the RSS
- construction cost averaged Rp.5,200,000 for type 21/54 (Rp.300,000 above the price) and
- Rp.7,400,000 for type 36/60 (Rp.500,000 above the price), mcludmg land, connection of publrc
services, interests and overheads. On the other hand, Perumnas is free to detcrmmc the priccof
_ an RS (simple house), in 1996, the average RS mark-up rate in Parung Panjang was l6 6% lhe

- Parung Panjang housmg project is cxpcctcd to ultrmately yreld a 9% retum AR '

' lnuﬂrcﬂiaaﬁmﬂdﬁlﬁdﬂm

' (,ross subsrdles will be unllkely if thc KASIBA pro_lect is desrguated for an area where access

by car is difficult from Jakarta. On the other hand, if the KASIBA site is too close to Jakarta,

high land prices will make it difficult to construct low-cost homes. Future KASIBA areas

~should be carefully chosen, takmg into consideration the possrbrhty to apply cross subsrdres
~ between low-cost houses and medlum to lugh prrced houses TR : SR

B 2 5 3 Subsrdrzed Housmg Crcdrt BTN (Natronal Savmg Bank)

| ll1e Bank l“abungan Negara (BTN Natronal Savmg Banl() isa 100% govemment owncd bank _' R
' whlch provrdes 60% of the subsrdrzed housmg loans in lndonesna T g

- .(1) Fmancmg Sources and Lendmg Ratcs _j o

) BTN offers low mtcrest rates for low-cost houscs by m;xmg th:ce sources of fundmg thc Bank IR
- of lndonesra (interest rate 3.0%), the Mlmstry of Finance (2.0%)and BTN itself (savmg rate

14% to 16% in 1997). The following are BTN’s interest rates applied to-RSS (very srmple
houses) and RS (srmple houses) and the}r c0mposlt10n of ﬁnancmg sources as of June 1998

e



- Table 2-5-3 BTN’s Subsidized Interest Rates until June 1998

Type of House Subsidized Interest Rate] Composition of Financial Sources
RSS (Rp.4.9 million to Rp.6.9 million) 0 8.5% RDI125%, . KLBI60%, BTN 15%
RS type 18 up to 21 (floor size m2) 11.0% " |RDI25%, - KLBI 35%, BTN 45%
RStype27upto36 - . 14.0% RDI 12.5%, KLBI20%, BTN 67.5%
RDI: Ministry of Finance, KLBI Bank of Indeonesia : Source: BTN .

Under normal circumstances, BTN could make asli ght profit on thesc subs1drzcd housmg loans.
However, since January 1998, due to the economic crisis, the rapid increase in the BTN’s cost
of financing has made it difficult for BTN to maintain the same lending rates. In July 1998, the
interest rate on the BTN’s savings account reached 41%. Thus the Government decided to
change the composition of financing sources as shown in the table below. Although the new
rates do nol cover the costs, BTN agreed wrth the Govcrnment to modrfy its mterest rates

Table 2-5 4 Bl N’s Subsrdwed Interest Rates from July 1998

; : Type of House . ~: ' |Subsidized Interest Rate] Composition of Financial Sources
RSS (Rp49m1|lion to Rp69mrlllon) ot 8.5% 0 |[RDI25%, ¢ KLBI67.5%, BTN 7.5%
RS type 18 up to 21 {floor size m2) S 110% 2 [RDI20%, 2 KLBIG60%, BTN 20%
Rsrype27upto36 DR Sl 140% RD] 12. s%, KLBI 62.5%, BTN 25% -

IR S St T o Source BTN

The followmg table shows the outstandmg amounts of subsrdlzed loans by the Central Bank
and the Ministry of Fmance : 4 .

Tablc 2-5 5 BTN’s Outstandmg Amount ofSubsrdrzed Loans in 1995 1996 and 1997

' (Rp brlllon)
A Dec.3i,'l997 Dcc 3, 1996 Dec. 31, 1995
Central Bank Borrowings - " : 2,000 s 1,402 - : :1,114 o
Ministry of Finance Borrowings | . - 196 - | < - 149 0 78

Source BT\l Annual Report 1996, 1997

(2) BTN ’s Loan Portfollo

In 1997 BTN oxporrenccd a 40% growth in rts total lendmg comparcd to thc prevrous year |

Housing loans increased 20% in the same period, totalmg Rp.7.4 billion as of Decemb_er 31,
' 1997 The followmg table shows Bl‘N s loan portfollo in 1995 1996 and 1997 T

. Subsrdrzed loans (RSS and RS) constrtute 85% to 90% of BTN s housmg loans In June 1998 :

- BTN fulfilled the Government’s target for the sale of low-cost houses—600,000 units (500,000 -

oo units defined in REPELITA VI and an additional 100 0{]0 umts) ll_lus, no more_ funding is
currently avarlablc for subsrdlzed housmg loans FEERRN L TP N S




Table 2-5-6 Composition of BTN’s Loan Portfolio in 1995,-1996 and 1997

: o s = (Rp. billion)
Dec. 31, 1997 Dec. 31, 1996 - . Dec. 31, 1995

. Amount Share Awount Share Anmount Share
HousingLoans - | 7,376 58% 6,149 68% 5,075 82%
" Low Cost Houses 5,143 41% | 4,142 46% 3,316 T 53%
Medium Cost Houses “ 1,303 10% © 1,073 12% ¢ 855 “14%
Other Housing Loans 929 - 1% 934 -10% 905 15%
Non-Housing Loans 5,277 42% 2,946 32% 1,147 C18%
Total Loans -~ ¢ - .- 12,654 : 100% 9,095 100% 6,222 -1 100%
Non-performing Loans - 156 L - 107 io- o s 87 -
| Total Petforming Loans 12,493 - 8,988 Col . 6,165 - Peo.

Total Assets 15,363 - 11,361 - 9523 | -
Source BTNAnnual Report 1996 I997 ' o .

) Apphcatmn Conditions for LU_“’-Cost o T

Housing loans with subsidized interest rates are provided only to low income borrowers. The -
applicants’ monthly income must not exceed Rp.275,000 for RSS houses and Rp.100,000 for
RS houses. The repayment capac1ly is set at onc-ﬂnrd of the monthly salary and the maximum
loan period is 20 years. BTN uses its own appraisers in determmmg the mortgage value of both -
land and houses, and provides loans up to 80% of the total mortgage value. The ceiling of
lending is Rp.15 million for low-cost housing loans, while it is Rp.200 million for commercial

* housing loans. BTN is providing commercial loans to Perumnas and other developers, giving
priority to the clients of these corporations since the availability of subsidized loans is limited. .~

2-5-4 '.Privaic Finanéiai Institutions

The commercnal banks have been pr0v1d|ng an nnportanl bankmg service in Indoncsm

lndoncsm s commercial banking sector consisted of 222 banks at the end of 1997, of which 7
were state banks, 144 private national banks, 34 joint venture banks, 10 forelgn bank branches
and 27 regional government banks. BTN, the Natlonal Savmg Bank is also one of the statc- _
owned commercial banks. - L o :

Mobilization of low-cost and long»tcml funds is crucnal for any prOJect in achlevmg a good-
financial resuit. Before the monetary crisis, the foreign capital played a substantial role in -
providing such funds and st:mulatmg the national economic development including land;

development. Since the crisis, however, neither foreign capital can be counted on as much as: - -

before, nor the national commercial banks can be expected 1o play a cOmpIcmentary role to’
provide sufTicient funds due to lhe low 1evel of Capltal Adequacy Rauo (CAR) resultmg from .
lhecrms B It I TN I '

CAR is a ralio_ of etjuily fo risk—wgigh:téd_ ass_éis.' Banks are reduir_éd to kaép‘-it-.abnyé 4% for
- sound banking Opcration. Thc Govcmment categorizes the banks according to their CAR.
- CatcgoryA CAR above 4%

'__- Category B: CAR between less t‘nan 4% and mmus 25% - |
CategoryC CAR lcss than mmus 25% T

chortedly, 62 banks are currenlly classnﬁed in Category A 66 banks in Category B and 38 o

banks, mcludmg 7 s!ate banks, in Category C.



Since the cconomic crisis, the CAR has sharply declined due to increasing amount of bad debts.
This low level of CAR makes banks reluctant to increase loans and rather active in reducing
loans considered as risk-weighted assets.

Thc banks® source of funds, except for BTN, is largely comprised of demand and time deposits,
- mostly due within one year. Raising long-term funds from commercial banks is almost
impossible for land developers, or, cven when it is possible, as shown in Table-2-5-7, the
interest rate would be too high because of the banks’ high level of short-term lending rates.
Thus, few business plans can attain ﬁnancmlly satisfactory performance under the current
' circumstance. .

']_Talilé"z-fsd Short-term Lending Rate of Bank
' ' ' - (Unit: %)

[T 1994 1995 1996 1997 ] 1998
Lendingrate* - | .~ 21 22 22 33 55

" * Atthe cnd ofthe year s

g A sound bankmg systcm is the basis for any busmess actnvntles in the country. To restoxe thls
. system is eurrently the Govemment s top eeononuc pollcy pnorlty

Governmcnt would allocate Rp 8 trlllton (equnvalents to 8% of the State budget) to the bank
- recapltahzatmn program providing funds to Category B banks to raise their CAR to the
- minimum level of 4%, On the other hand, Category C banks (reportedly approximately 40
prlvatc national banks) would be closed down except for 7 state banks and reglonal govcrnment -
: banks : - : :

g Other large ﬁnanmal mstltutlons such as msurance compamcs and pensmn funds have a smuhr
. conservative attitude toward long tern mvcstment In spite of the increasing size of their
- long-term funds, they are not yet Wllllng to provide long—tcrm loans. The majority of their
funds concentrate on lime deposits in banks (tlmc deposnts are, so to speak a safe haven for
non banklng ﬁnancml mstltutlons) :

2 5-5 anatc Developers Come

B .The ﬁnanelal solutlon taken by most of the developcrs before the crisis was to mvolve investors
into their dcvelopmcnt plans through the establishment of joint venture companies. These

- investors are normally landowners and/or’ companies that have strong relationships with banks.

" The parttc:pahon of tandowners in joint ventures was oflen a practical solution for land

: ==_acqulsmon since their land can be offered as a paid-in capital while other pariners provided
" funds -for development expenditures. Bumi Serpong Damai (6, 000ha), Telaga Kahuripan

- {750ha) and Kota Legenda (2 OOOha) are successful examplcs of this type of land development '
pro_tects - : f- Rt ' '

% _ The banks that have a strong relauonshtp wnth housmg deveIOpcrs gave a prlonty to the house
- - buyers who were going to buy houges from developers. In this way, the banks enjoyed “two

_ profits’, from loans to dcvelopers and from loans to house buyers. Since these banks were

_ . drawing funds from the forcign market in forcign currency for this purpose, they have been
R ﬁnanclally m cntlcal s1tua(ton due to the sharp depremauon of Ruplah




2-5- G Shte Bu([gcts

The new fiscal year’s budgct for 1999/2000 was ’lppl‘OVCd by the House at the end of l"cbrmryl
Under the economic crisis, the State revenue is estimated to decline sharply.

4} Goverhment's Re\?eliues zind Expemliiures '

Routine revenues consist of revenues from oil and natural gas and tax/l'irlfls whlle the source
of development revcnuc 1s bas;cally from formgn ald

Thc sharc of routine revenues in terms of total revenues declmed from 85% in 197/98 to 56% in

- 98/99. This is mostly related to the fact that tax revenues and the llkes, which had conslantly
increased until 96/97, have declined sharply since 97/98 duc to the economic crisis. As aresult,
the govunmcnt was obliged to largely depend on foreign aids in 98/99. As seen in lable 2 5-
- 8, revenues in 99/2000 under pl'mmng are not expected to recover yet.

I‘able 2-5 8 State Budget from 94I9S to 99!2000 (m Rp trllllon)
e 94:’95 S 95/96 ’ 96/97 0 998 - 98!99 e 99/2000

Revenues B Lo s REE e T e RN
~ Total = .- : 76 o 83 g : 96 _ .101 i 264 ' '2]8 '
' Routme : 66 T2 8 . - 88 o149 S E )
S Pevelopment - T e T 13 114 L ’H
~ Expendilurés © - © oo S TR AT o lE iR
CTotal o n TS s 830 95 101 264 i;-? 218 -
» Rouwtine .« oo 44 83 T, 62 0 o 62 . U - 135
* Development Co3r 0 3000 33 ',39 .93 - 83
_-Rupiah Financing .~ -~ 21 19 .22 2 .52 - .53
ProjectsAid . . om0 U oMb e 13 - 40 30

~ Note: Actual revenués and expenditures ~94/95, 95/96 and 96/97 "
" Budgeted fevenues and cxpcnduures 97/98 and 98199
© Planned revenues and expenditures — 99/2000
Source Stansllcs lndonesm 1997 and Mmlstry of Fmance .

Under the economlc crisis, the Ruplah cxperlcnccd a sh’trp deprecnatlon agamst the do]lar lhe
 State revenues and expenditures on a US$ basis are shown in Table 2-5-9. The total amount of
the State revenues and expenditures peaked in 96/97 and has declmed sharply since then

Table 2-5 —9 State Budget in US$ (in’ USS bllhon) RN .
94/95 95/96 o 96197 97/98 93/99" 9972000

© Revenues .

S Tetal o e 345 R 3_6.1‘ _' © 400 230 e 273
CRoufing cLlof s oo 03000 e 313 an D354 2000 s O VY B
Development = . 1 U480 i 48 el L A6 i 3000 96 o
cExpenditures o0 o ot T e s e e
CTotal oo LT T 34 v U360 - 396 - 230 o330 0 273 0

.~ Routine . . * . 0200 002300 -0 258 0 M40 204 00 169
. Development o T4l ST 130 0 138 0 0 89 . 116 T 104 -
" - “Rupiah Fmanelng L 96 A B2 92 s 89 it 660 T 66 0
© -ProjectsAid Lo 0 D sl 48 A8 46 T 30 Tt 50 w D38 e
S Rp/USEH oo o 2200 22300 .- 2400 - 4,400 . 8000 . 8,000 .

o * Esnmated al the end of calend’lr )ear RS

lhe Mmlstry of I*mance determmes the allocatlon of the routme expendlture budgcl whlle lhe o
development expendllure budgel is allocaled in llne wnh the BAPPENAS (Nallonal



“Development Planning Board) planning.

There are two types of Government loans: Rupiah Financing and Project Aid. The source of
Rupiah Financing, which is called RDA (Regional Development Account), is the repayment of
loans from borrowers such as SOEs and local governments. Rupiah Financing is principally
applicd to cost recovery projects such as water supply systers, bus terminals, public markets,

solid waste and hospitals, The source of Projects Aid is foreign aid loans.  Foreign aid loans
have been included in the State budget since a few years ago under the instruction by the IMF to
clearly show the revenue and expenditure amounts :

Both of these funds are used to finance prOJects of the 100% state-owned enterprlses and
governmental agencies including local governmcnts These funds are not used to support
prrvate sector ])l‘O_]CCtS SRS : : a

: (2) The Budget of the Housmg and Human Settlement Seetor

. 'lhe development expenditure budget planned by the BAPPPNAS is allocated to 20 seetors. _

- One of these sectors is the Housing and Human Settlement Sector, managed by the Ministry of
Public Works. The expendrture budget to be allocated to thls sector is estrmated to decrease
sharply in 199912000 as shown in "[able 2 5 10 : S :

R

Tab]e 2 5 10 Housmg and Human Settlement Sector Budgets (ln Rp brllmn)

' Lo | 94/95 95/96 96/97 97/98 98/99 99/2000
Budget allocated T o : - 388 1,102 1,326 1,534 5,615 3,218
(% to Gov. Development Budget) (3.2 (3.6) (3.8) (39 | 61 (3.8)
Source: Statrslrcs Indonesia 1997 and lhe Mrmstry of Fmance : : i

- Smce this Sector is c0n31dered as one of the pnorrty scctors in the State polley, the share of thrs

seclor increased every year until the fiscal year of 98/99. The share is ¢stimated to decline -

- sharply in 1999/2000 due to the Government s prrorrty polrcy for restormg the bankmg systcm ‘ :
1nd the decrease in the State revenue o -

ln 1999!2000 Rp 2 100 bllllen would be used for mereasmg needs of housmg and human
- scttlement such as the preparation of basic infrastructure for 100,000 units of RS/RSS and
. housc ownership credit for RS/RSS. According to Government officials, an amount of Rp.620
" billion would be allocated to the héuse ownership credit budget. This amount is smaller than in
1997, when an estimated Rp.650 billion were provided to the BTN as a subsidized loan from
~ .- Government, and not ¢nough to meet the national housmg demand (approxrmately 700,000
- umls m ]999 accordmg to the Mmtstry of Fmance) : LT

: ’Ihe expendltures for the KASIBA and LIS]BA wouId bc allocated for the f' rst time to three :

... locations in the sub-sector budget of the Housing and Huinan Settlement Sector.” According to

Government officials, Parung Panjang would be oné of the three IOCatlons The amount to be

. “allocated is eslimated at only Rp.1 btlhon for each location for the year. This is far below the .

L mfrastructure constmctlon cost estlmated by the Study ']eam 'll Rp 76 bllhon for 300 ha in the
' Parung Panjang area e : g e S




2-6 Current Governnient Reformation
2-6-1  Quiline of Gov ernment Refon matton

Thc rcformatlon movements have been progressing in Indonesm since the political changc in
the middle of 1998 as outlined in Table 2-6-1. - In fact many new laws and government
regulations enhancing the government reformation have been enacted, and still others are
preparcd/drafted. As shown in the table, the govemment reformatton covers almost all sectors
of government. Co < S

lahle 2 6 1 Outlme of Current (‘overnment Rcformatlon Movemcnt |

Democrattzatlonllluman rights : ' o .
Revision of law on election, Protection of Iando\mers from large capttals ancl
govemmental po“ers reinterpretation of locatton permtt

Decentralization ;.

BRI ‘r:"ActNo.2211999‘regar g

Act No, 25/1999 regarding Fin 'S ; La

. v Transfer ofauthonty (Locatto:t perrmt tolt)eal goxernment) b

Orgamzaltonal reform . . B Lo

. Reformation of Statc Owncd Enterpnse (SOR)- Prtvatlzallon of Persero and

_ Streamlmmglnot newly establ!shment of Perum, Restruclunng into holdmg compames

Policy reform . '

) ' Economtclmdustnal policy (Pnonty on small medmm scale compames and cooperatwes)
" Act No, 5/ 1999 regardmg Anti- monopoly and Anti- unfatr competltton

Finaneial reform ..
o _ Restructurmg ﬁnanclal S) stem (Bank refonn 1ncludmg B I‘M BPPN)
Land reform '
‘ActNo. 5/ 1960 BaStc Agrarlan (amendment?)
Judtclar) reform ... .
Rt Amendment of 1970 Jud;t:iar_y Law "One roof pohcy

. lt is ccrtaln that urban developmcnt systems mcludmg KAS!BA and L/(, wnll be more or less__ -
affected by those government reforms. - However, the final outcome of the on-going
~ government reformation movement cannot be precisely seen at this moment, maybe even at the

cnd of this siudy period (Novcmber 1999). It is more so taking into con51deratton the fact that

the implementation of the on-going govemment reformation movement relies on the decision

~ of the forthcoming new government. ; It is not unusual .that government reforms will be_"-_ o
progresswcly made by phases [t may be certain that the reformation movement will contmue .

cven wnth tums and twnsts throughout varlous govemments m the long run. ;‘: -

In its nature urban development is related to all the spheres of soelety, e. g poltttcs economy, S

" judicial, finance, civil right and public power, and others. ' However, the basic government ~ -
~ policy deciding the direction and scope of the reformatlon in these sectors is a decentrallzauon' Sl
* policy, which structures all the aspects of society and. poltttcs In addition, among-the . ..

_ reformallon measures, decen(raltzatton is most relevant to KASIBA and L/C because it is

catcgon?ed into c1ty plannmg, whtch is under the respons:blltty of local govemments by nature 5 o

' .in this regard Law No 22/ 1999 on Regtonal Adnnmstrauon and Law No 25/ l 999 on Fmancnal

- Proportion between the central and local govemment which feature the decentrallzatton poltoy' o

of tltc Indonoman govcmment among others, are summartzed as follows '



2-6-2 - New Legislatures of Government Reformation
(1) Law No. 22/1999 on Regional Administration

This hw is dcmgned to f‘lCl]lt"lle thc decentrahzauon/dccon(,enlratlon policy of the government
' wnth great cmphams on awtonomy of local government. The basic features of this law is shown,
among others, in Figure 2-6-1, and outlined as follows:

1. No hicrarchical structure bctwé_cn '(:enfral and local administratiou.

The local administration consists of 3 non-hicrarchical rcgions Provincial region, 'chcncial
rcglon and Mumcipal reglon m parallel wnth thc lme 'igenc:(:s of the central government,

o 2 Clear (lemarcntmn of functmn and authorltles.

' Authontlcs of the cemral govemmcm are conccntratcd on forugn pohcy, defcnse and sccunly,
judiciary, monetary and fiscal, religious matters, and others, while those of the regencial and
municipal régions arc in charge of local interests, covering public works, health, education and
- culture, agr;culturc, communication, industries and trade, cooperative and manpower. The
' provmclal region is double—tasked as representatives of both central and regmnal governments
~are m charge 0f Cross- regcncy and Cross- c1ty admlmslration

. 3 Polmcal mechamsm o
. One of thc dlslmchvc dlfferenccs of the new reglonal admmlslratlon from lhc old one is the
- cstabllshment of a Regionat House of representa(nves, which members are members of political
~ parties resulting from the general electmn In llns manner legislature and administration are
: clcarly scgrcgated : R

4 Clear admlmstratlve structure |

The admnmstratwe slructure of rcgions is slreamlmed with both reglom! secretartat and
y reglonal serwce under the direct control of lhe head of region.

(2) Law No 25/1999 on Flnancml Proportlon bct\sccn Central and Local Governments

jBefore lhe adophon of the Law No 25 1999 lhe revenue sources of regencnes/mumcnpa}mes
. were subsidies from the, Province and the State and reglonal original taxes. In most regencices,

. these reVenues were used for investment purposcs, only to finance relatwely small prOJec{s

~ such as minor repairs or rehabilitation of infrastructures. Major projects in most regencics were

. financed and managed directly by the Province, the financial sources of which were provincial

~tax revenues and transfers from the State. As for strateglcally lmportant prOJects the Statc

R directly ﬁnanced and managed the prOJects

c Under thls ﬁscal scheme, the budgelary request of the Regenclal govemment were exammed on X
- a project- by- project basis by the Province and the State. At each level, coordination between -

e ministries had to be attained, and thus the fi nal decismn or allocatlon by thc Statc did not always ;

) _'rcﬂect the local needs SRS




REGIONAL ADMIN[STRATION, NO. 22/1999

- Central Government -

[’COP?CS' CQ"SUIFaIi"c ASS“‘“F”" of President (4 Regional Autonomy consideration council
The Republic of Indonesia : P

l - Parliament ~ - .7 lMinisters I

r Deconcentration I Decentralization '
l ........ g annees e 2. TR, R, S —
Ling agencics of centralj . Provincial Region Regencial Region " Municipal Region
g:cn'ernnlei?i‘ Legislative Body . Legislative Body - Legislative Body .- .
The establishment, |3 1 vincial DPRD (15-29) Regent DPRD (15-29) | [ | Municipatity DPRD (15-29)
Organizational : : '
Structure. formation - General election + army - General eleciion + army - General election + army
fucture, formatio - Elect Governor - Flect Regent : - Elect Mayor
and management shall _ : : - S .
- be stipulated by e e B S R
BDecree of The Administrative Body Administrative Body - Administrative Body
" President - Mead of Provinee - =~ Head of Regent i ¢ Head of Municipality
: (Governor) (30-58) .- (Regent) (30-58). . ..~ - {Mayor) (30-58) .
Reglonal Secretariat Regional Secrelariat Regional Secretariat
- Secretary of Provmclal - ‘Secre{ary of Regent - Secretary of . :
Reglon R L Municipatity
Regional Service - _ Regional Seifvice'_ : chioﬁal Service
- Head of Service - . - Head of Service - Head of Service
Technica! Institules Technical Institutes Technical Institutes:
_ District (66-67) " |{] - District (66-67). -
Head of District (Camat Head of District (Camat)
[District Administration] [ District Administeation |
Sub-district . Sub-district © - . .
Head of Sub-district Head of Sub-district -
Sub-district "¢ * Sub-distriet "~
Administration - Administration
Village (93-11) - - Urban Area (91, 92)
Head of Village Tn addition (o urban
Vil — municipality . e
tiage - -0 1. Neéw urban area (to
Administration - - become municipal area)
- = Dev. Managemcnl C s
i * A1 Agency A1
2. Urban umlofmo:e lhan
SIS Vlllage Represenlame 2ne|ghbormg region -
FETESIE R T Body ..o -2 : - Joint instilute 1o - %
. o manage urban afea -
Authority of Central . Authoritics of Provinee ; Aulhorilics of Regencial chion and Municipal Region * .
Government (6) “Hr ——
= 1. Cross- regfmyandttoss Public works, health, educatlon and ¢ultire, agricultire, °
1. Fotcign policy gity - - ) communication, lndus!ly and trade, oooperalne and manpm\er
2. Defense and Security 2. Representame of the _
3 Judiciary - government .
4. Monetary and Fiscal 3. Onher ficlds
5. Religious maiters and
6.1n other fields -




The Law No. 25, 1999 practically brought about two major differences. One is an increase in
autonomy at the regional level. The State is no longer concerned with local level projects;
subsidies (now are called “gencral allocations™ and “special allocations™) and are given to the
regions without specifying their usage. Figure 2-6-2 and Figure 2-6-3 show the difference of
subsidy transfer between before and after Laws No. 22 and 25, 1999, - o .

Project Site Implementation Body - Budgel Source

Minor Project —{ Regencyl/ '

~~ (Regerr

<Regency>

Major Project ﬂ@,\:’
B ' - K O Province

Na!ional.Stra!egic —f[ State }¢—1 State I L )
_ Project _ R e . 7_

<lnter-Regencies>

Nalional.Slra!egic L e
Project i see e[ sae |

Major Projcd 11 provinee

P Figurc 276-2 Sulésidj’ T_rz.l.n_sf.er before Lﬁ\VS Nq.: 22 ahd_ 25, 1999 : -

ProjectSilc . ‘ hﬁp!erﬁeh.lation Body ‘.Budgel Squrcé 7 .

<Regency> : General or Spécial

S ; O R Allocation .
Lo TR Minor Project \¢-- ﬁ_l Regency,k/ {iroin State)
el Major Project ST ’\ :

: R . - e T |Regency'

—. Sfate' }G————I State | ] . . B

_Néliorial Stratégic
- Project .

-<Inter-_Rege-ncit33> ) GencraiorSpecigl

e il st op e e | Allecation -7 AT
ISR / {frem State) | Y _*' :

N I ’\ll’m‘“m' T

_I State |4_"_'L_§gie__j R

M ajor_l’_roje.cl

National Strategi
- Project ;.

0 . Figure2-6-3 Subsidy Transfer after Laws No.22 and 25,1999 1~ « =

St




It is expected that the new budgetary system will make KASIBA and land consolidation casier
to implement for the regional government since the regroml budget can be utrlrzcd in a more
cffective and prompt way, reﬂectmg Iocal needs

Another major ditference brought about by the new law is the broadening of original revenue

sources related to natural resources at the Regional level. Table 2-6-2 shows the disposition of
revenue by tax source before and after the Law No.25.

Table 2-6-2 Disposition of Revenues before and after Law No. 25, 1999 (%) '7

| State - Province - | Regency/Municipality

: : Before After Before After Before | ~ After
Oilandgas - . S =100 0| - 800 0 45 < 0] 155
income Tax - . 1go : -0 : : 0 B
Value Added Tax : 100 = 0 0
import Custom 100 - - 0 0
Duty : ' . 100 0 - 0
Export Tax e 60 - 1 0 0
l.and and Building Tax : - 190 ' 162 - 648 '
Royalty of Forestey =i "5 1= -85 “ F =200 - 30 | <16 | =15 72 = 64 -
Coniractof Forestry = =21 2. 30 =~ | 20 - | 5 "] 16 | 14 -] 64
Land rent of Mining .~ v |85 o |20 | 219 ] 16 Tk 16 1 64 ~
Royalty of Mining -~ - -~ | - 30 - | ~ 20 "] “'56 |-~ 16 | <14 | 64
New land Registration Tax - - 20 - ' e - 64 o
New car/motor Reglstrauon Tax | 0 e L R -0
Fuel Tax . - LU 10 - - 90
Hotel & Ret. Tax 0 - 0 100
Enterfainment Tax 0 - S0 : 100
Public Light Tax 0 -0 - 100
Advertisecment Tax .0 0 S 1)
Bus Registration Tax - = 7~ ¢ nE L - 100 -
Mineral Tax 0 0 - 100
Deep Well Tax - 0 0 - 100
Other Local Tax 0 0 . 100

Source: Depariment of Finance :

'~ The change in the drsposrtron of revenue does not, however effectrvely support .
decentrahzatlon since the change concerns only those regions that have revenues from natural -

resources. Moreover, even if some regions mcrease revenues from natural resources ductothe -
above changc, therr total revenues would not mcrease smce the State would decrease transfers -

1o these regions accordmgly Sirice ma_]or local revenues are transferred to the State and then

reallocated to the regions, regions are oblrged to depend on the State (on average 70% of the o

regronal governments’ revenues are comrng from State transfers) It would be nccessary to let .
regions have more ongrnal revcnues at their own disposal m order to achleve further '_
_decentrahaauon ' : : - : :

_ 2 6 3 Implrcatlons of Government Reformatron on Urban and Housmg Development

_ "lhermp]rcatlons of functlonal and ﬁnancral decentralrzatron or the local government autonomy'_' S

on urban and housmg development are supposed be summarrzed as follows R

| The local govemment wrll play a greater ro]e as the leadmg actor, whrle the central

govemment will actas a supportrve actor. it means that the local governmeit shall be the e

first responsrble organrz,atron of KASIBA and LIC (initiator/promoler and 1mplementrng




agency).
2. The political/administrative decision- nnkmg process will become more participatory,

democratic and transparent than ever. In other words, it will shifl from a top-down system
to a bottom-up system, respecting more the right and interest of local people. Decision-
making will be done at a closer level to the community and people: at the grass-root.
Administrative activities will always be watched by people.

3. lleavier responsibility will be placed on the local government in return of enlarged rights
and authority. The decentralization policy will never be materialized without the capacity
building of the local government and local people to fulfil the responsibilities, It tells that
KASIBA and L/C cannot be implemented without the capacity building of the local

- government and empowering communilies and pcople.

4. Higher priority will be placed on urban and housing development, which is more related
~ to peoples’ concerns and interests in their daily lives.

~ Above 'al'l ' (Iecentfalizétion cannot advance without fostering the consciousness of self-
" responsibility and self-govemance of local peoplc mcludmg politicians, government oflicials
and locql pcople lhcmsclves : :

- However more lmpor(anl is the serious rcsponslblhty of the central govcrmnent with its
" advanced knowledge and experiences in government administration, to technically, financially
and practically support thc local governmem to substantmtc the decentralization policy and
'_‘cslabllsh real autonomy. ' e :







Chapter 3 System Improvement and Builtlin_g of KASIBA |
3-1 Outline of Law on KASIBA |

- Z:l_-lfl Ge‘ncr.al |

" The KASlllA (Kawasan Siap Bangon =,' Re'ad.y B.uilt Area) syslcm is based .o.n the l,a\v of the ..

Republic of Indonesia (Law No. 4 of 1992, Regarding Housing and Settlements). Under this
Law the KASIBA system will consist of the following 2 regulations (still under processing). -

Law Number 4 of 1992
Regarding Housing and Human Settlement

Government Regulation for . Govemmcnl chulallon for H0usmg ancl
: KASIBA and LISIBA (Draﬂ) L ; o Human Settlement Development

1<1gure3 -1- 1 La“ Component chardmg KASIBA System

Itis shpulated lhat the proper healthy, comfortable harmomous 'md orderly development of
housing and settlements, which is onc of the basic human needs and comprises an important
. factor in enhancing the rcspect and self-csteem, quality of life and well-being of a society,

should be fair and prosperous based on the Pancasila and the 1945 Constitution. National
development ought to be pursed wﬂh integrity towvd the whole of Indonesn and development

- of the entire Indonesmn socmly

Morc spemﬁcally KAS]BA is dcf' ncd in thc scope of work on lhlS study as follows

“KAS]BA is a plece of land whleh is prepared for largc scale housmg and set(lcments

development and consists of onc or morc LISIBA, or Lingkungan Siap Bangun (RBE or Ready

Built Environment). Its implementation is done sequentlally, being started with the support of

primary and secondary networks of environmental infrastructure suitable for the local spatial -~

* plan determined by the second level of Local Government, and satisfying the reqmrcmcnts of
housmg and settlemenls slandards for infrastructure and pubhc utilities.” :

Exls_llng Road

" céndition for qemng KASIBA permlss!on
: . Construction of baslc Infrastructure sefvlng
L . - over 28% of de elopment ared
" Areafor KASIBA - - velop! =

-—-.—-‘..-‘

A |
Lo * ' ST I “TLISIBA-4 :

* Figure 3-1-2 Image of KASIBA System



3-12  Purposc of the KASIBA

313

To set up pohcy formulation in housing and human scttlement scctors .. .

To solve various problems in those sectors such as, large scale real estate sprawl in
sub-urban area by prwate developers :
To carry out supervision and control for sufﬁcrcnt infrastructure development in
urban sprawl arca S :
To solve non- regulated or 1on- coordmated change of land use in urbanlzmg area

To solve shonagc of housing supply in urban arca especially for low income groups

Requircmcnts

In order to rcalwe lhe setllemenl zone, the local governmenl detérmines one or more parts of
- settlement zones in accordance with the spatial master plan of urban areas and non- urban areas
_ that already meet the rcqurrements as KAS]BA

The requrremems rnust at least cover the provrsron of

L
2.
3.

Detailed spatial master plan, _
Data regarding extent, borders and ownership of the land,
anary and secondary network of the envrronmental mfrastructure

- 3 1 4 Development Actlvltles

Thc dcvelopment of LIS!BA is to be donc by stagcs mvolvmg the followmg '{CthllleS.: _ - ) |

S-A:F*P-‘P.—*

Land preparauon,

“ Pulting in order, utrllzahon conlrol and ownerslnp of the land
“Making available area / environmental mfras{ructurc )

- Replanting of the area,

~ Making avallable land for area/envrronmental facrhtres

PP A



- Execcution Agcilcy - * Residents
. : . : T ¥ L.and Title Holders
Designated by the Local Government

{Pemerintah Daerah Kabupaten)

. ‘ . B Coord"l;cnaiion
Candidate Arca for KASIBA Development _ _ Cooperation
Designated by the Local Government a o | I
Pre-construction of Basic lnﬁ'asﬁuclu_rc B -A.pplicanil Dcvcloi::cf; N
(Ovcr 25 % must be workab!c) NI -
* Perum Perumms

* Other Execution Agencies
Estabhshed by lhc Go\ cmmcn!

2 !
. Designated lmplemcntallon Body for|[KASIBA

Location Pcrmll for LISIBA Dcvclopmet Application * Orgamza!lon of Land Titte Holders
{Area Divided into Ready-Pieced- A
Land=LISIBA Project Unit) ' - * Private Dcvc!opcr

- Designated lmplc_mcn_lalicn Body for|lLISIBA - : .
RS AU St IR T (Allach followmg documcn!s)

ik Implementation plan
< ¥ Construction schedule

: Figii_ré 3-1-3 Proccdure for Permission

o R lnfonﬁatlon . .
ST " Roleof the - from’ : ;
: bmissl
. :"“”‘I‘W - Execution ExecutlonAgency — gzc::‘n::n:"
- hgencles Agency for = - : : men
TR GoIiTerain el Imp!emenlatlonBody :
ST :'SlteFfan L :
L Area Deslgnation and + Real * Detail Physlcal Plan
Government of Sefectionof - ; Reg o.nal * Englneering Drawings
{Regency, - - | ManagementBody . . Dev_euPl?n ) fDe!aal lmp!emenlanon
- Municipality) = - | forKASIBAIUISIBA * Public Facllity Plan R :
P T S _' Devel‘t?lan
PR *ExistingtandUse . | . o~
R O i A L T
lssuelng ‘ : .Land Title Tenure . | *Planforland Acquisition >
‘ l.ocatlon PermIsslon Map of Lard Property / T K o
v N Y Land Title, elc. -

R

Figure 1 1- 4 Work Items for Implementatlon

- 5 i_The busmess cnterprlses in lhe ﬁeld of housmg construcllon that have dcvcloped LIS!BA are

ibited fi

with

e ses. - -
By takmg mto account the slipulatlon in the LISIBA conslructlon crltena in accordance wnth

the local needs, the business enterprises engaged in housing construction that have developcd

i3S

i :‘the LISIBA cmj_scﬂ_thc_rc_ady _p_cccsi land Qf small and megh;m glzc \yntho_um




* Allow to Selling Land - * Allow to Selling Land

(Vacant Lot)

Designated Area for LISIBA -

* Proh:bit for Selllng Land (But can sell the ready pIeced ]
- land of sma!l and medium size
without houses Incase wnh
Iocal needs)

Flgure3 -1 5 Transactmn ofLand
Each cmzen lns the same rlghts '\nd opporlumly and the w;desl partlmpatlon in the
, development of housing and scttlements, Implementation of the participation of the gencral

- . public as mentioned in lhe abovc paragraphs can be done mdwnduqlly as well as under joint -
undcrtakmgs . _ L

: 3-2 CIassnﬁcatmnlApphcatlon and Prmclplcs of KA‘SIBA
.'.3 2 1 Urban Control aml Management Measure
KASIBA as outlmed m the precedmg secuon can be deﬁned as urban conlrol and management
measure, (not project implementation measures), dlrectly provndmg housmgfbmldmgs as
' shown in Plgure 3-2-1 and dlscussed below e = : : :

o (l) KASIBA Urhan Control

lhe real estale/subd1v1310n pchcts may scatter and sprawl wnthout KA"‘;[BA as ev:denced in
- the past and current urban development pattern around DK Jakarta. Once KASIBA areas are

designated, the real ¢state/subdivision developmcnts are to be guided into the KASIBA arca S0 S
~as lo creale an integrated and unified urban area and commumly, just as one city or town. lhlS G

vision is supposed to be materialized by {two measures, one is to dlscourage or prohibit the real _
estate/subdivision development OUlSldC KASIBA areas and the olher is to offcr allractlve o
developmcnt and mvestment opporlunllles m KASIBA areas ' : < '




Urban Control -

Without KASIBA -

By 5D
Ny >

W

With KASIBA

A

B

%

D

Sprawl of Real estates/Subdivision ‘

(A, B, C and D: real eslates)

Prohibiting reat estate dev.
outside KASIBA area

Integrated Large-scale Urban Development

Urban Management/Promotion

LISIBA
Block-A

i Private ©
i developer

....................................................................................................

o Figure 32-1 Urban Control and Management_ by KASIBA Systcm '

* This sort of urban control systeni can be found in the Area division system of the Japanese City
~ Planning as shown for reference in Flgure 3-2 2 and outlmed below in comparlson wrth the

' KAS!BA

' Area dwrsron systems are lard down lo provlde a basrc framework to promote planned urban
~ development and to prevent unsystematic urbammllon '1 he systcms decide the framework of

LISIBA
Block-B

 SOEs/

Penmmas .

c1ty planmng, size and form of urban aréas.

: Clty planmng arcas are desrgnated to cover areas where urban actmtlcs are stretchmg in the
~ municipalities. And they are drvrded mto Urban promotron areas and Urban control areas

_' as follows

Private

- developer

LISIBA

Block-D

.. Lland -
" Consolidation

QI:IZQLL&QMQMALQQS mclude already burlt up arcas and the areas for development in a

planned manner within an approximate period of 10 years.

QL&&&QII&QLA_LQQS are areas where urbanuatron should be reslramed

o Fhe basrc purpose of the area dwrsron is to contam the Urban development to the promotron -
- areas for efficient fand management and infrastructure provrslon and to prevent unconirolled =
e developm_entrn fo_rest and farmland adjo_mmg the existing built-up arcas--KASIBA c_oneept
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I3 IIHIIIHIIIIIHHIIIH'
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A City Planning Area

B Urban Promotion Avea -

B! Urban Pn_'gn_lglion Area oufside B

 S——

[ AASIBA Cancepj

C Urban Contro Area
D ;\grlcullurc 'Promollﬂn Area

E Agricullure Prnj_ect Areas -

Data source: Cn} Burcau Mlmstr) ofConslrucIton Go\-.mlm.nt ofJapan S '

l*lgurc 3-2- 2 Urhan Promohun and Urban Control Area System in Japan

The arca dl\’lSlOll system is 'lccompamcd by the legal ellects on 1 he land use, publlc mveslmenl

" development project, development permit and taxation.

" Among others, items related to

- KASIBA are urban developmcnt prolects which are all permlttcd and promotcd only in

“the urban prnmnhon areas.

Urban promotmn areas are areas des:gnafed for the urban development (prolnbmng urban
developnent outside the promotion areas) as well as the areas to which mfras!rucfure is

: pmwdea’ Rendy lo bmld Tlus is almost the same concept as the KASIBA in broad sense.

Tablc 3 2 l chal Effccts of Arca D1v1s10n :i

l(rnm- o

5 ‘m Urbm Promouon Area -

ln Urban Control Area | '.

Land use control

Land use zoning mcluswe bmldmg

Only agncullural Iand use

Urban development project

le2 A

e s e regulation -~ . -

Public investment . .. . Government - obl:gal:on . once Publlc mveslment for agrlcullure

( Public facilities) - approved . | promotion - - ]
Urban dev. projects apprmed None x g

and promoted by government
1. Land readjustment " .. ..
2. Urban redevelopment. - -
- 3. New residential area dev. .-

o KASIBA Deve!opmem Pro}
/\_C__‘gnfroi and Mauagemem g

Land development permission

Project more than 1,000 nf need
approval by local gmemment
(Technical standard) '

No urban developmem except
Iarge -scale development approved
in exceptional cases !

o Cilyplanningta'x ':_

City planning tax fot fundmg urban

3 )

None PR

and mfraslruc(ure dev

‘ (2) KASIBA Urban Managemcnt

The other fuuctlon of KASIBA is to managc thc urban development in planned areas The o

urban developmcnt nnplementalmn general]y consnsts of the followmg 4 tasks

I, Desngnauon of devclopmcnt area__ _



2. Intrastructure construction (Prnnary)
- 3. - Land acquisition . S
4, llousmg/bmldmg development (Final pioducts of development)

The order in time sequcncc of item 2 (infrastructure construction) and item 3 (l'md acqtnsmon)
varies dependmg on development systcms

' KAS]BA and KASIBA Management

Urban development systems are theoretlcallj.r classnfiecl lnto 5 typcs in accordance with thc
degree of the public participation in the above-listed tasks as indicated in Figure 3-2-3. In this
respect, KASIBA is theoreucally defined as a scheme of cooperation and sharing between
private and public participation in city planmng and development. KASIBA Management is to
implement the tasks of public partlcrpatlon and control!promote the task of private
participation. While the private sector is expected to be involved in as many tasks as possible in
the government thrust of privatization, the public involvement is also requested so as to
promotc and maximize private mvolvement and to secure the publlc mterests and socnal
welfare in urban developmcnt I R : :

| WPe-S Entlrely anate ]mtlatwe o

......

Type -1 Entnrely Publlc Imtlanve (e.g Perumnas housmg devclopment projects)

All the l“tSl(S for urban and housmg development are to be carrled out by the publle sector sucht
as Pemmnas to provide the end products of housing and buildings under the natronal pollmes _
- for promotmg partleular publlc 1nterests, such as those of housmg provrsrons ' R

| Type~2 Provlslon ol‘Inl‘rastructure and Land by Publlc Imtlatlve R
. Wlth the provrslon of prnnary 1nfrastructure and land by the publlc Sector the prrvate sector
takes charge of developmg the housmg fmd bu1ld1ng on the land prov1ded Wllh mfrastructure

services. T B s : Ce e

| Type-3 Provmon oflnfrastructure by Publle Imtlattve L

Real estate devclopment pl’O_]EClS mcludmg land acqulsltlon and housmg devclopment are to
- be nnplemented in areas w;th servrces of pnmary mfrastrueture provnded by the publtc sector.

. Iype-4 Desngnatron of Development Area by Publrc Imtlahve L

- Mamly fro'n thc vtewpomt of cnty plannmg, the publlc sector (govemment) desngnates the
- urban development areas, which are to be developed mainly by pnvate mltlatlves, mcludmg
mfrastructure development land acqmsltron and housmgfbmldmgs SRR

B 3 _' I

R kThe pnvate seetor desngnates the urban development areas that 1t Wlll mlplement 1nclud|ng all
. the necessary tasks, under the legal framework set by the government (especially spatial plan). -

This - is 4 fraditional urbanlhousmg ‘development procedure under the permlt systcm E
(Prmcrple/locatlon pemnt) in confomnty w1th spatlal plans ERUEE R Lo

k. It is generally stated that these types of urban development systems should be ﬂex:bly applled_ _

B m response to dlﬂ'erent snuatrons of prOJect srtes, needs and purposc of development

IS
Ll




KA‘S[BA can bc expected to manage (he urban developmem depuldmg on thc types classnﬁed
below. . : : o

-| Public Participation

. ' (KASIBA Tasks) | - '
Type-F:Entirely Public Initiative . e ot !

Designation of Infrastructure Land | - N Development
_ Dev.Area B :: Construction | {: Acquisition [: (Housing/Building)

Type-2: Prowsnon of Infrastruelure and Land by Public Imllatlve AR

F—————mm L e m— e —

Desigunation of - Inl‘raslructure {: - Land . D [ Development .
[7777 S . 1
- Dev.Area Dl Acquisition 2 i (HousmgIBulldmg)

Designation of ‘~ | Infrastructure || - Ei . Land | Development i
Dev.Area D Construction Vil Aequnsntlon i : (llousmgIBuddmg)i

Des:gnatlon of | - i Infrastructure | . Land { B .; - Development E
Dev.Area - _E: Construction r D (Housmngulldmg) i
)

i [ Designation of . [Tnfrastructure | -  Land — | Deifelopment .- E o
_ E - DevArea | D Construction I; Aeqmsntlon v (Housmg:’Bulldlng) b

Flgure 3-2 3 Types of Urban Managcment System w1th Degree of Pubhe e
: and Prwate Partlelpatlon '

3-2-2 Class:ﬁeatlon and Appheatlon ofKASIBA System R S

‘ Correspondmg to thc typcs of nrban management system as cla531ﬁed abovc, 3 typcs of

KASIBA systems are proposed to be apphed in Indonesm as shown in I'lgure 3 2-4 and llsted e

below

KAS]BA Svstem 1 'I‘ype 4 (Desngnatmn of de\ elopment area)
KASIBA System-2: Type-3 (Provision of mfrastructure) :
KASIBA System—S T) pe 2 (Prov:snon of lnfrastructure and land)

Through lhe exammahon of the lmplelnentatlon systems under lhe proposed KASIBA urban"__

management scheme, as discussed in the follomng section 3-3,-the Steering Committee

confirmed that the proposed KASIBA systems are applicable and not contradletory to the 1992 -

- Law on KASIBA, and on these premnises conclided that KASIBA systems. should mclude 3 o |

~ options, either one or a combination of thém as classified above. ™

It must be also stated that these 3 systems are slated through the ekdmmahon of their p0351ble SR

apphcatlon to the cuy plannmg and development in Indone&a as dlscussed below

= 4:-_-';' ‘; TS S T




T)‘pe-l Type2 : Type-3 Typed Type-S
" Pevelopimentof  Developmentof  Realestate Entirely Private

lousingibuilding tani) and develdpment Initintive
. "ousingfbuilding ) :

“”"”““l A d : | Private sector
1 participation ) : Shareln
Public sector TR S Tarks and
parlicipation ” H” Eavestment
LA H Hlll e
: Eutir’e.l’ublie Provisionof - = Plrovisionof .f Designation
Initiative Infra.and land Infrastrecture . of Dev.Arca
Classificationof | = KASIBA '~ KASIBA .. KASIBA regjlg;fjiy
KASIBA System | System-3 .- System-2 - System-l - | dev.permit in
: ' Spalral plan
K R a
. : ; ;
Application of RASIBA kasibs | [ KASIBA |
KJ\S]B.‘* S)'stfm Pl-ion'l)‘ - Pl’iOr“)‘ ar¢a b .!\]as[er p]an areal”
: : : project - SR

Flgure 3 2 4 Classrficatlon and Apphcatron of KASIBA System B

: The KAS]BA system was orlgmally establrshed in order to respond to urban problems/needs
and government urban/land/housmg development policies. . To this end, different
. implementation systems under the KASIBA management should be prepared so as to be
generally and specifically well catered to respond toa varicty of present and future urban
' problems and needs . :

KASIBA System I KASIBA -Ilvil_aster"'. plan:'a_rea_ (Long teml_ ‘-integr‘a'ted': ._u_r_ban_::area
development) : o Lo A !

| In the current system, the govcmment does nothmg but walt for the development projects '

- submltted by the private sector in any place in the urban area of the Spatlal plan, for approval

. _In the KAS]BA System~l the’ govermnment from the strategre vrewpomt of city planning can
_- posrtrvely desrgnate urban development prOJect areas. ' This is a great advantage for the i
‘Indonesian city planning since the government can more definitively and positively lead the |

S 1mplementatron of urban development areas via the public initiative. The designation of -
© " KASIBA areas is to have another legal cffect of regulatlon that all the urban development must
o be coordmated and confomled wrth KASIBA Master Plan : ,

- '-: ln eonclusron the KAS]BA system 1 can be unhzed to strengthemng the conlrol of the Spaual

o



plan on urban development.
KASIBA System-2: KASIBA priority arca (Directed and phased urban development)

K ASIBA arca of system-2 is to be designated in some priority arcas that arc very important for
constructing the future urban structure of cities and leading urbanization. With provision of
primary infrastructure services, urban development projects are promoted in the areas. This
system shonld be apphed to the plnsed development of urban arcas. '

- KASIBA S)stem-S KAS]BA pl‘Q]CCl area

This system is to be applied for the l'tltd provrsron of specrﬁc purposes such as housmg,
"~ industries, commercials and etc, on behalf of the agencies responsible for these purposes. Itis
~ advisable to establish this system in arcas priorilized by the city planning, where land
- acquisilion by private developers faces difliculties. Flns system must be equrpped with speeral
leg‘rl measures facrlltfttlng Iand acquisition. '

As stated above these proposed syslems conld be scparately apphed in the crty planmng In
1dd|tlon these can be utllrzed in combrnanon as lllustrated in Flgure 3- 3 2. e

Integrated KASIBA System 3

1. ‘The KASIBA Master plan shall be establlshed eovermg the mtegraled 'md umﬁed urban
©areain commg the lO years under the KAS]BA system-l

2, .ln the Masler plan priorily areas are to be ldentrﬁed where prlmary mfrastructure shall be | o

developed $O as to attract private developers and mvestors

3. Land shonld be provrded to the prrortty pl'O_]CClS, \vhlch is ante srgmﬁeant for developmg
: pnorrty arcas as well as reallzmg the KAS]BA master plan

T he sizes of the KASIBA arca of system 1to 3 must be carefully deternnned respeetrvely takmg |
into account the real situation of urbamzauon and the demand forecast of land and housmg in

: every erty where KAS!BA is applled

The followmg factors are crncrally nnportant in selectmg the systems and determmmg therr o

- size,

' 1 Fmaneral and 1mplementatmn capaerty ofgovernment : 5

o Provrsron of prnnary mfrastructure and land for development 1mposes fmaneral 'md pmcncal .
~ (especially land acqursrtlon practrce) burdens on the govemment Although the appllcatron of

- the system 1 or 2 and larger areas for them would be desirable in ofder to promote and faerlrtate

more private “urban development projects, the adoption of a system and the decrsron of an area o

size may be actually hmlted by the ﬁnancral and 1mplementatron capaerty of the goVCmment

| In thls regard unlmng a cost recovery system reducmg the ﬁnancral burden and legal ';-“._j
~ measures for facilitating the land acqulsrtion rs essentlal in bmldmg KASIBA areas as drscussed L

lnafollowmg seetlon L
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