2. P:omot:on amllcstuctlon ofpnv‘lte real estate busmess L

Wlnle the systems 1to3are plomottonal nieasures for real estate business development they
are simultancously restricting measures for laissez-faire of prlvate business activities. Systems
are more advantageous to the private developers in the successive order of 1 to 3, but more
 restrictive in the same order. In system 1, no infrastructure and no land is to be providcd by the
KASIBA, but private development can l\'we a free hand to implement projects in the KASIBA
area in complrmce and coordination with the KASIBA master plan. While system 2 is to
provide primary infrastructure, it controls sitesfsize and land usefbmldmg of the development
area more definitively than the KASIBA master plan. System 3 is to exclude land transaction
for the projects, whlch is a grcat burdcn on developcrs as well as a big revenue source of the real
cstate busmess ' o

Thc promotlon and restrlctlon of pnvale rcal cstate busmess must be exammed m the actual
appl1cat|0n of the proposcd systems E Lo e - :

| 3-2 3 Prmcnples of KASIBA

' Three (3) prmcnples to be embodled in the KASIBA 1mplcmentatxon systcm are set forth as
- |llustmted in Flgure 3-2- 5 and outlmed as follows :

Bas:c concept B

~ of KASIBA - Public/general system to attain public interest and social welfare ]

Dot ooy b | 1.Captureing system of dev.benefit

) o Costrecoveryby 2.Cost sharing system for -
. BEP beneficiaries' payment | - infrastructure :
N T P ™ — ]
Principle’s'ol' f-"'??_' T l;l'ark't' — g l.Compelllwe and open system for . ]

implementation system of . :C ' :,‘ff‘”,‘."t“ky t'- ~ LISIBA dev.(participationof - .-

., KASIBA . | - (Competitive market) private de\'elopcrs_and investors)

Lol l ————— 1. De\elopment ordmance Co
S _> City planning contrel on (fand usefbu:ldmg conirol, Publlc _

. urban deve!opment l‘aclhty standard)

Fxgure3 z 5 Bas:c Concept and Prmcnples of KASIBA System |

L l) Cost recovery by beneﬁcnanes payment - Capturmg of development beneﬁts
Captunng of development benefits generated by mfrastructure developmcnt

i .T hlS prmmple s mechamsm should be estabhshed in KASIBA The optlons are shown in

T Flgure3 -2:6, and outlmed below <

: wnth or before the mfraslructure development in the view of mltlgatmg the windfall beneﬁts
on the landowners gcnerated by the mfrastructure development in the KAS[BA area

2 After and when the land prlee mcrease happens to be brought about wlthout the land pnce -

Lo



control measures applied, measures for capturing the development benefits of the
landowners in LISIBAs should include increased property tax, special assessment tax,
capital gam tax, special charge for land sellmg and others, which have been applled in many
countries in the world. - - S S

Generatoro‘f LT e e C S
Benefits(Land . Beneficiary —_— Measures ot'beneﬁt capturing S
value increase} A - ,

>[ Land price control ot‘ Freezmg ]—m

At‘ler Iand pru‘emcrease o

Revenrue for KASIB t'rom

KASIBA nlein Landowners E

: = " Tnereased property tax :
l:_;f_ra’s;tructure Speclal assessment fax
evelopment L

: Land acquisition Capital gam fax -

by KASIBA | special charges for land selling
g l\’[anagement NS Beforeland prlcemtrease . . Co
- and SOEs " Infernal revenue
L ' " for cost recovery -

Land aéquisltion

by developers é——*ﬂ o 'Development charge - I&* o

e lrand o o Land contribution
consolidation B {Reserved land for sharing .
the cost of main mfra )

:, Iﬂgure 3-2 6 Capturmg of Development Beneﬁt i

A may be the most practlcal way before the Tand prlce rlses, before the mfrastruclure -
construction, that land acquisition should be completed by either of the KASIBA -

. management body/SOLs or private developers or both of them. Development charges onthe
private developers must be collected for the cost recovery of the infrastructure by the -
KASIBA management body, while dcvelopment projecis on the land consolldated by the o

' managemcnt body are to yleld the mternal revenue for cost recovery B

4. The development beneﬁts capturmg mechamsm is ongmally bllllt in Land consolldauon?
fand contribution systems However, land consolidation projects should be 1mplemented o
before land price increase or in parallel with the KASIBA main infrastructure development. -
Otherwise the benefit of the main 1nfrastructure 1s llkely to be excluded from the '

' dcvclopment beneﬁt of L/C in LISIBAS : - : :

b. Cost sharmg for mfrastructure development by the government and KASIBA “
'managementhod) L D e - ol

categories: 1. Natlonal provincial and mumclpallty mfrastructure, where the central and local =
'govemments are responsrble for the construction . and mamtenance/operahon, A Mam
mfrastructure of KASIBA, ‘which is needed to ‘make LISIBA ready for development 3
Secondary or branch mfraslructure in KASIBA L. ISIBA mfraslructure

44 ;;7 SO gE T



The cost sharing system for KASIBA’s infrastructure development must be cstablished in
accordance with the responsibilitics of the organizations concerned as follows:

1. National, provincial, and municipality infrastructure passing thronghfaround the KASIBA
arca should be developed and financed by the government. © Especially the urban
infrastructures programmed in the IUIDP, which are the govermnent s full rcsponslbdltles _

2. The main infrastructure responsible  for devclopmg KASIBA areas is the KAS]BA '
- management body. The cost of the main infrastructure shall be refunded by the capturing
system of LISIBA’s development benefits. If and when KASIBA’s main infrastructure
happens to coincide with the national and provincial infrastructure, proper cost sharing .
r should be establlshcd between the government and the KASIBA management body

3, The L ISIBA mfrastructure development is the responslbrhty granted tol ISIBA dcvclopers
c. I*alr and equltable cost sharmg among LIS]BAS ;

| Cost sharmg among I lSlBAs shall be fatrly and equrtably dcternnned in accordance wnh the
: development beneﬁt accrued to each LISIBA. . = -

2) Market econom)
KASIBA pro;ects are to be managed and nnplemented on the markct economy pnncrple :

1. A competmve and open system shall be est’tbllshed for the parltclpatton of the prwate seetor
. (developers and investors) in the development of LISIBA. More specifically, an open
" tendering system should be appltcd for grantlng LISIBA’S development permlts and
g eonlraetmgwrth developers TR I T S - ,

2. Fven if lhe KAS]BA scheme is implemented on a market economy basis, snbsrdtes must be
B granted only when public service obligations (PSOs), such as those for low-cost housing
provisions and others, are requested to be implemented by the KASIBA management body
- and SOFs in order to maintain the KASIBA management s sound and viable l‘mancral base

B 3) Crty plannmg control

j-_'Crty planmng control shall be strictly enforced on the prrvate sector dnven LIS]BA
i development by the introduction of the development ordinance on land use, building, public

facilitics and others, which i is to be a condmon for granting the development pernt to the o

LIS]BA developers
| 73 3 Varlatlons of Implementatlon Systems for KAS!BA Management

: 3-3 1 Implementatlon System for Urban De\elopment

N :4 'lhere are supposcd to be three (3) lmplementatlon system altematlves appltcabtlrty of whtch
..~ .. should be examined for large-scale urban development. They are Land rcadjustment (L/R),
S Land poohng (L/P I I[) and Real estatc development ([ il) as outlmed in Flgure 3 3-1. '

S KAS]BA is also one of the altematwcs for large scale urban devclopment 1l hovtever may be e




defined as a devclopment management system which is designed to dcvelop I'lrge scale urban
arcas by applying those 3 implementation systems in L, lSlBAs :

The distinctive difterences between the IIStLd mmlement'ltlon systems are found in land
m'm'igement and self ﬁnancmg systems o 2

MO]C spcmﬁcally defined as follows

1.

Property rlghts are to be prcserved throughout the prOJect nnplementalton in any form LfR

- and 1. /P wlnle lhey are dlseontlnued in real estate devclopmcnl (I and ﬂC(]lllSlllOl})

'7.'.

. Major resources for self ﬁnan(:mg the projects are land contnbmlon for L/R and L/P wlnle

revenue by selling or leasmg the developed properues are lhe major revenues for real estate

: development

. l"he major reveiue for KAS]BA is supposedly monelary conlnbullon from IISiBA

development (in fonn of development charge, special assessment tax or fee, and the like). In

" addition economic return of direct investment in LIS]BAS or parlIClp‘lUOIl in LISIBA’

developmenl could be a part of the KASIBA revenue.

. KASIBA features a (wo- step (2) 'nppro'u:h wnh the first bemg the KAS!BA development and

_ the second bemg tho I ISIBA developmenl

IRE

Bolh of the nnplemenhlnon systems of L/R LIP and real CSl‘ile development can be altematlvcs -

for KASIBA in'terms of large-scale urban devetopment, and lhey can also be apphed to ihe

LISIBA in KAS]BA devclopment management sys(em

- The b'lSlC fealures of the hsted altemalwes 'tre outlmed hlghhghtmg the dlﬂerences bctween

them as follows
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[ Land Readjustment (L/R) |

Lands arc managed so that the existing p'arcels' are directly rerlottcd {o the ne\v parcels
serviced without interruption of the original land rights in L/R, in contrast with pooling systems -
that assemble all the existing land rights into larger tracts. In parallel with the land management -

main mfrsstruc(ures branches are to be constructed to provide parcels servrce(l Major | -

resources for the sclf-financing of L/R are land landholders contrlbntlons (lancl for '
rnfrastructure and reserved land to be sold for cost recovery) : '

i Land I'oolmg for subdmsron ]

'All the orrglnal p'lrcels are to be assembled into blocks, whlch are subdrvrded mto new parcels Q
after the land development. The orlglml and new parcels are desrgned to be the same in terms

of land rights and valucs (sometimes the latter tends to be lngher than the former). The - =
financial resources are the same as those of the L/R. The land management in this L/P is made .
possible under the land tenure management authorrty of the National Land Agency (BPN). :

~ Land rights are to be relcased to the government and tl1e rrghts are to be granted to the orrgmal :
nght holders of the new parcels . . o :

.[ Land Poohng for Block Development ]

Parcels and land rrghts are assembled in bloeks whrch are devcloped mto one complex_ :
structute wrthout subdivisions. Land rights are to be released to the development orgamzauon :

- in evchange of securities, bonds and something like similar. The ownershrp rrghts of the .
properties developed are equrvalent to value of the bonds 1ssued The major revenues for cost

reCOVery accrue from sellmg or leasmg the land and propertres developcd SIS

'[ Real Estate Development—Subdrvrsron wrth housrng ]

' Thrs is an ordmary land transactron exercrsed l'or real estate development 'Ihe Jand is ¢ -

- assembled through land acquisition. " After land and infrastructure development the ;
consolidated land is subdivided for sell The revenue for cost recovery and proﬁts is also )

generated by sellmg the parcels wrth housrng : i

| Real Lstate Development—Land development ]

ihe same land transactlon is to be followed wrth the subdrvrsron However, after the land

_ developmcnt (land preparation and infra development) ‘whether parcels or blocks. of scrvrced T .- S
land are to be sold for building/housing development remains to be decided. . Major revenues c
are obtained by sellmg the servrced lands In ]ndonesra lhe pnvate sector is not a]lowed to sellp o

out land wrthout housmg

3-3,2 Implementatron System for KASIBA

) The urban development systems under the KAS]BA management systems l to 3 as classrﬁed L

in the prccedmg sectron are elaborated as llsted in Flgure 3 3 2 and outlined below

T he urban development systems vary dependmg on the range and scope of the KAS]BA_ .
management, and the basic systems of- 1mp1ementatron are:-1) Land acquisition (publrc or e

N prwate), 2) Landowners partrcrpatron (Land Consohdatron/Land Poolmg, or partnershrp)




The Figure 3-3-2 is summarized as shown in Table 3-3-1.

~ Table 331 Vari:iti_on of Development System under KASIBA Managcmsnt

Kasisa |, . . o I Designation of _ Primary . Land
system Variation of dev. system dev. area by Gov. | /secondary infra. | management [-l:lﬂt-ljrlgihzusmgj
System 3 | 1. Main infra. + land . Designation of - fo botenn | Land purchase . .
provision - > dev. area P/Sinfra. by KMB by KMB Pe‘elopers
System 2 | 2. Main infra + L/C o Deslgrgn:lo:rzi . P:‘Siﬁfra.bykhl!?; LC . Land owaers
3. Mammfra +land p”“""g Deis'grs‘:;q:ii : PISml'ra. byKMB L_and.lllololi:ng Land owners |
4. Malnlnfra.+de\'elopers besigqafion of ) icins rorenen | 1And purchase ) C
-, dev, area P/Sinfra. by KMB by developers Developers
System 1| | 5. \’anahon ol’4(deseloper) Designation of < | PiSinfraby Land purchase n . 1 :
. dév.area developers by developers e\iop ers 1
6. \’arlatlon of Z(IJC) Designation of L ' - Q _ -
_ 5 devarea PiSinfraby L/C | LIC Land owners
Combined | 7. Co;nb.matl_o_n ol‘] and 6 . Deslgnahon of E-’/.'S‘in_fm.-byll(.) Nue Developers and |
syslem : SR - dev, area SR RO _ landowners |
- - e e e
Gmernmeni and KASIBA' s Tasks LISIBA’ s Fasks :
4

PlSlnrra anar} and sccondar) nelnork ofennronmtnt|nl'ras!rutture s

| .KASIBA System 3

.. (1) KASIBA Infrastructure Construchon and Land Acqmsntlon for LISIBA

Thls is a baSIc system of KASIBA envnstoned in lhe 1992 no.4 on KAS]BA Accordmg to the
law, itis mterpreled that prwate developers/investors are mvntcd to devclop LISIBA where land
‘with primary and secondary environment infrastructure services are prowded KASIBA

~ management include the direct tasks :

- _mdlrect tasks comml and coordmatlon of IISIBA 1mplcmcntal10n

- KA S'IBA System 2

infrastruciure construction and fand acqmslilon and

' anary mfraslruc{ure is to be constructcd by the KASIBA management leavmg land matters
- under the responsibility of the LISIBA 1mplemenlatmn body The followmg 3 lmplcmcntatlon
systcms arc supposed to bc applled : :

g9
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(2) Land Consolidation

This system is included in the law as a substitute of land acquisition by the KMB. This may be
atiributed to the anticipation that the projects will face difficulties and problems of land
~ acquisition, which have been experienced in past development projects such as real estate
~developments as well as Perumnas housing projects.  These difficulties and problems -
sometimes posed areal threat to the financial vrablllty of projects, as discussed in the financial
analy31s sectlon '

In the casc of real estate devclopment pTOJCClS wrth locatron pernnts, real estate developers are
- to be given the privilege of exclusrvely purchasing lands and developing sites once approved by
the government (BPN). it is probablc that the KMB shall be granted a similar right to those
- under the location permit. However it is reported that even with the prrvrlcg(, under the location
* permit, real-estate developers and Peruninas have been facing difficulties in land acqulsrtron
In this regard, in order for KASIBA to become effective and viable it will be necessary to equip
the KMB with more powetful privileges for land aequisltlon (land exproprlatlon at maxlmum),

or elTeetrve restrletrons on the freehand of landowners

' (3) Partnershlp ofLandowners S

!nstead of land consohdatron managed by landowners as stfrted above partnershlps of _
~ landowners wrth the KMB, or participation of real-cstate developers in LISIBA, are an other
- possible option for land matter settlement-variations (3) and (4) respectively. Inthe partnership
- scheme, the landowners collectively entrust the KMB to use and develop thelr land wrih an

cconomic rctum aﬂer the KAS]BA prOJect 1mplementauon B LT : :

' -(4) Real estate Development '_

i In the privale sector s partrcrpatlon, real estate developers are mvrted in the development of
- LISIBA including land acquisition, afler the main KMBmfrastructure construction, just like the
‘real-cstate dévelopment by private sector under the locauon permit. Variation (4) is apphed to
‘the designated KASIBA area, metudmg the real-estate development with location permits
1ssued in the past : : :

I\_AS]BA System-1 -~

- Modifications of the above-mentioned systems were sought from the standpoint of lessening
~ KMB’s financial and working burdens, which is the way to make KASIBA more viable.
Real-estate development, variation (4), and land readjustment variation (2), should be allowed
to expand their field of action in order to cover areas consisting of several LISIBAs, wlnch the

. KASIBA area is divided into so that the real-estate development and L/R include the main -

o - KASIBA infrastructure located in their development areas, In these variations KMB’s major |

) ' tasks are to promote, monltor, _eontrol and supervrse elther rcal estate development or
o LIR pro;ect 1mplementatrons. a R S : : : :

B (5) Modrﬁcatron of(4)

: 'Prrvatc developers are to be mvrted to develop KASIBAS meludmg prrmary as well as

o secondary rnfrastructure eonstructlons 1n LISIBAS m confornuty wrlh the KAS]BA master -



(6) Madification of (2)

The KASIBA area is divided into districts that are developed by L/C by phase in c'onformity
with the KASIBA master plan, including primary and secondary infrastructure. Thus, the
infrastructure is to be constructed through L/C. - o Ceeo

(7) Co:.nhi.ﬁation of (1) and (2)

The final proposal is a combination of variation (1) + (6) - Land acquisition + L/R. Lands,
which the landowners agreed to sell, arc to be purchased in advanced by the KMB or Perumnas
without having to resort to any compulsory measures like expropriation. After or in parallel
with the land purchase, land readjustment is to be executed, including the purchased and non-
purchased lands in KASIBA so that main infrastructures of KASIBA are to be constructed '
" through L/R, and the lands purchased by the KMB or Perumnas are to be re-plotted and

consolidated into LISIBA, thus making LISIBAs ready to build. This is designed to cover the

weaknesses of the existing land acquisition legal measures as well as strengthening cost
recovery of infrastructure through the application of L/R. LT
- It may be stated that all of the KAS;IBA’s'Varialidn systems, as discussed above, even further
modified systems, will be necessary so that KASIBA can be flexibly responsive to a variety of
project sites with different nceds and conditions throughout the countries. L I

IR

333 Application Cases of KASIBA Variation - = -

- Some praclical application cases of th§ KASIBA variation systems, responding to the current
situation of urban development in Indonesia, arc sought and stated in Table 3-3-2. -~

More speciﬁcélly KAS_II.}A_\{a"riVa‘tibné: s_h:all_‘be‘ de.sigil-éd'to bé:"éi)';:)licablc"_to _:the u-_;.rb-an'
development potential and constraints represented by excessive issuance of location permits,
bank assets including land and properties taken over by the BPPN (Badan Penyehatan

Perbankan National: Indonesian Bank Restructuring Agency, and the increasing difficultiesof - .~

land purchase due to the right awareness of landowners in this reformation era. <
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Table 3-3-2 Candidate Areas for KASIBA Variation

5:::83 llﬁ)ﬁ _ Areas to be apphed _ Remarks
Variation X-1} - Large tract of fand alread) owned by government with good | Perumnas,
Infrastructure and land | location for development. BPPN
vvvvv . ] - Majority of landowners agree to sell their fand B o
Variation =~ X-2 | - LISIBA where majority of landowners are opposed to land | BPN

| Land Consolidation - | acquisilion o — '
Variation X-3]- Partner-ship project ameong landow ners with relatively larger “Association of
Land pooling = - - land tract. landowners
Variation X-4 | - Areas where urban development \\nh location permits |ssued Private sector
Realestatedev. ~ . - [ are stagnant due to lack of infrastructure :

B : {Need of urbanization proniotion)

Variation X-5 | - Area where urban development with location pernms nced to | Private sector
Modified X-4 | be rearranged/integrated into a new city,

Variation .~ = X-6 | - Urban area where urbanization has started with low densny Jatiasih
Modified X-2 - | (Land acquisition is difficult) B (BPN)

Variation ~ . X7 | -Urban area development where surroundmg areas and |Parung Panjang
Combination .~ of [ piecemeal development should be mtegrated wnh Perumnas (Perumnas, BPN)
X—l and 6 -~ “: | housing area into a new city

From thls table, Jattamh isa candidate s1te for varlatlon elther X-2or6, wlnle Parung Panjang ts'

. a candldate for varlatlon X-1.

3 4 KASIBA System Improvement Plan
3 4 1 Bas:e Structure and Components of KASIBA System
" Basw structure and components are shown in I tgure 3- 4 l and outlmed as follows

1. KASIBA systems lto 3 shall be estabhshed in n the KASIBA mstltutlonal system s0 that elther'
" oof them can be applied where/when necessary, and -appropriate |mplementatlon system shall
be selected among the proposed 7 vanattons as slated above

_ 2 KASIBA constltute thc followmg major componcnts

' Govamment approval and consensus bu1ldmg
Land management

" Financial system

" Development permit and control system of LISIBA

~-Organizalional system . i 7

‘Legal system = i

QAW

s



1. Legal authorization 3. Development control on LISIBA

2. Land management

: S el . B ljevelopers
Q}o\ernment e . <— " (LISIBA)
e N
_ Cilize'n ) ,. .................... >, End Users
S)'slem;l . S.yslem‘—'Z L Sj'stem-3
Legalauihoriialioh Designation of | | Designation of Designation of 1. Authorization of
of KASIBA Eeen KASIBA arca KASIBA area KASIBA area | - KASIBA plan
Pro;ect o Infrastruciure Infrastructure 1.
lmplemenlahon Construction Construction g g
R Ak
h 4 E‘ :,.E.“
Land . T 21 E
Acquisition E 2.. Land managem_enf_ E &
o &8
) T = i P « .
-D _I S - ¥ o y R E E Lo "9‘
 Development CusA - || wisiba -} LisiBA 3, Development permit
- management Development Development Development and control system
~ of LISIBA - P ——
r pi et s, Organizahonalsys(em Lot |

Flgure 3 -4-1 Bas:c bvstem of KAS]BA Implemcntahon System

.....

' 34-2 GovernmentApproval and Consensus Bulldmg

‘-(1) Clty Planmng Approach

¥

KAS]BA Mamgcmem body (KMB) is to propose KAS!BA pro_;ects to the local govemmcnl in
its jurisdictional territory. Upon approval of the govemmcnt on the pro_]ect the KAS]BA areais
to be d051gnatcd for mplementatnon ' : : : : -

Clly plalmmg and dcvelopmcnt system has 2 hercd system of govemment approval

_ development plan and prolcct lmplementallon Japancsc system is prescntcd for rcference as .
follows; ' ‘ , S . n



Basic Law for City Planning

City Planmng Law: Legal authorization of urban development
* " to be included in official city planmng scheme

Laws for project implementation {}

Land Readjustmenl Law: Legal authorization of nnplememanon

of L/R project - :

New Resrdentral Arca Devclopmcnt Law: Legal authorization of Law on KASIBA

o : '_ implementationof - -+ | =
dcvelopment progect

Spatial Planning Law

Frgure 3 4-2 2 tlered System of Government Approval in Japanese Clty Plannmg L

I)cvelopment plan is due to be approved by government accordmg to lhc crty planmng law and '
its implementation plan is to be approved by government accordmg to the hw on pr0Jeot
nnplcmentatron : e e : :

Whrle cmcrla for lhe former are approprlatcness of plan publlc mtercst and socnl welfare,
' confonmty to city plan and city development schedule/program, among others, those for the
latter are feasibility and soundness ol‘ nnplemenhhon socral/ﬁ nancral soundness, lnmtatron on
prrvate rlght and mterest _ ' : : '

o _lnclusron of KASIBA and L/C as well into crty planmng is that ihey arc duc to bc authorlzed in
crly plannmg wrth the followmg cﬂccts : o

o i: Examination of N Approval of "'} Enforcement for -
i | development plan - -] development plan R public interest l L

- Enforcement under crty plannmg

Ultimate purpose of c1ly plannmg or spatlal plan is to realwe the publlc interest and promote
 social welfare. KASIBA and L/R defined in lhe ‘spatial plan are desrgned to implement the
spatial plan of public interest through i improving the living environment in the urban area, On
this premise KASIBA and L/C are to be endowed with legal enl‘orcement power smce the _
* public interest takes precedence over the private rights (especrally rrghts of land owners) -
KASIBA and L/C need the compulsory powers for lmplementatlon s as to be eﬂectlve and
) eﬂlcrcnt in achrevmg publrc interest through nnprovemenl of lwlng environment. In this
: respect city planmng procedure in whrch they are Justlﬁed/approved and legally aulhormed m '

lhe admlmstrauve process is qurte essennal L : , : :

. | -[ he areas specrﬁed as those to be burlt up m the spallal plan Just llke KASIBA area and L/R
- area must be developed in the certain time horizon in ‘order to provrde the lands with high

o quality of public service and environment to the public in time.” Therefore 1mplcmentalron of

~ the KASIBA and L/R project becomes the task and responslbrlrly of the government mandaled .
by people. The inclusion of KASIBA and L/R in the spatia! plan 1m_plres lhal lhcy are to be P

s _1mplemented with the legal enforeement power emrusled by people




Implententing mechanism of the Spatial plan

Inclusion into the spatial planning'system isaim_ed at the facilitation of irm)lement‘alion.of
KASIBA and I./R projects as well as the examination of the development projects from the

standpoint of city or space planning. [t will also result in the good coordlmtlon of the prOJects
with the space phnmng

However the greatest value accruing from the inclusion is the strengthening of implementation
capacity of Indonesian space planning because KASIBA and L/R can become the
implementation measures of the spatial plan. Even though lhe urban areas are planed in the
spatial plan, the government has no direct means and systems with which to implement the
development of the planned urban area except resorting to the controlling measures on land use
and development. Usually city planning is to be realized by the combination of controlling
measures and implementing measures as shown in Figure 3-4- 3. In this rogard KASIBA and
LfR is expected to strengthenmg the lndonesran sp'rce plannmg o

Examlnatron of development plan form vrewpomt of Clt) plannmg

' KAS]BA and L/C prQ]CClS are to be carefully exammed from the view pomt of crty plannmg i
pubhe mterest and publle welfare in the process of the spatlal plan formulatlon '

' City Plannling System
Control Measures i " Project lroplerrrentation Mveasure_s B
Errl"orcem'em&ol' - ST . s S o L e o
Land-use/Building control Enforcementof . Infrastructure . Urban AreaDev.
(Zoning ordinance/ Developmient permit . development  -: [ Measures [
: Buildging Ie) : (Subdivision confrol) . QuIpp) - o (L/C, Lartd_ac‘quisttion)
KASIBA

1gure3 4 3 Combmat:on of Control Measuresl Pro_leet Implementatlon Measures .

' Desrgnatmg some areas as urban development areas llke KASIBA or Land Consoltdatron is to o

enforce power (legal enforce measures) to certam specrﬁc group of people Ilke landowners
- resulting in llmltmg their prlvate interest,

~ Therefore such projects as above must be strrctly exammed form the v1ewPomt of pubhc -

interest, and democratlcally approvcd by the public. ‘City plannmg procedure is a meehamsm o
- for ensuring these requirements. Once democratically approved the prOJects are granted S

stronger cnforeement powerlauthorrty for rmplemcntatlon L

(2) Alternatrves ol' GovernmentApproval for LegalAuthoru:atlon g ;

Based on the above dlscussron 2 altematwes for authorlzmg KASIBA thrOUgh govemment S
approvai as fotlows o -




- 2- tlcre(l govcrnment apploval (Smml phn 'md Law on KASIBA)

Approval of Spatnl Plan mcludmg KASIBA master plan arca, and subsequcnlly approval of
KASIBA implementation plan in the KASIBA law and regulation

As shown in Figure 3-4-4 of Technical procedure for government approval, the spatial plan
muludmg KAS[BA nnster plan arca shfdl be ﬂpprovcd by the government.

Subsequcmly fcaSIblllty sludy and scrutinization on mb"m development in KASIBA prlonty
area should be carried out and followed by formulation of KASIBA implementation plan.
Finally upon government approval on thc lmplcmcmauon plan, implementation work of
KASIBA project starts. : .

Inclusion of KASIBA into the Spalnl Plan shall be consndcred on the following occasions ;

- ACTNO.241991 (SPATLAL ARRENGEMENT)
Kota/ : ¢ 1 . Kota/Kabupaten Spatial Plan ..
Kabupaten . (Zoning Plan 1/50,000. Land Use Plan 12_5,000)

STAGED PLAN OF LURBAN ARFA DEVELOPMENT
(in 10years by phase)

1 1 Financial capa’w'l!y Eand demard and Market, Utbanization Pattern s ends, !

l Dexdcpmcn! pojects 2 brp'eme-r fation measures of urhan area dey elopmcnt H

..\PPRO\';‘U OI'SPATIAL PLAN

~ [Sub-district Level -, DETAILED SPATIAL PLAN FOR KECAMATAN . 3 I INCLUSIONOF
~ § KECAMATAN (1/10,000-5,000. PLANNING PERIOD 10 YEARS) KASIBA MASTER PLAN

— - : AREA
. URBAN ¥ LAND USE PLAN | Nanzad of Principle Pennit and
INFRASTRUCTURE | | (()banization Area o Location Permit}
- PLAN (IGIDP) (tbanization Arez) -
¥
Jrosmmmmmmamsasaany
! FEASIBILITY STUDY ¢
[ ] [ ]
| KASIBA Priority Area }
H KASIBA PIIQH()'P[D_]C\J:
:“"""““““".
| SCRUTINIZATION |
v (Landuseitenure value |
A o H management} H
(‘unditioqsfor:pprm‘zl . | et
Inclusion info APPROVAL of KASIBA IMPLEMENTATIONPLAN | | FORMULATION of KASIEA
- 1992 Nod Law <—' and DESIGNATION OF PRIORITY AREA . [N IMPLEMENTATION PLAN

_ II\IPI EMENTAION OF KASIBA rROchr]J

Flgure3 4 4 Techmcal Procedurc for GovemmentApproval in Spatlal Plan L

“a. On the occasmn of formulatmg or rcvlcwmg the spfttlal pI'm lhe development areas of

. KASIBA and L/C prOJects shall be ex‘lmmed and included into the spatial plan. *

" b, When KASIBA and L/C are found out necessary in other area after the promulgahon of the
L Sp'illal plan the spatlal plan shall bc amended s0 as to add them 0n it -

o Governmcnt approval in Law on KASIBA

Approval of KAS]BA development plan and nnplemcntatlon phn by KAS]BA Iaw and

regulahon




As shown in IYigure 3-4- 5 of Teehmcal ploccdure for governmenl approval in hw on KAS]BA
- KASIBA development is duc to be approved based on the KASIBA hw.

There are 2 alternatives : M'lSlCl‘ plan orlcntcd and Pro;ect onented

' Masler plan-oriented KASIBA system is to sl1pnlate govermnent approval on KA.‘:[BA maslcr
plan and Implementahon plan while project- oncnted ison lmplemenlanon plan only

)

- ACT NO.24/1992 (SPATIAL ARRENGEMENT)

. Kota Kota/Kabupaten Spatial Plan
(Zoning Plan 1/50,000, Land Use Plaa £25,000)
Sub Disurict DETAILED SPATIAL PLAN FOR KECAMATAN
; 1/10,000-5,000. PLANNING PERIOD 10 YEAR
KECAMATAN o, PERIO 5
' ' .\-m[é';ﬁi‘%mér . [ 1AND USE PLAN
‘ 4 = . 1 Trati .
Thanquioy | Ubenton Aed g
e R I SRR
. Project orenied : - STA(,I-“D PL\,\ OF URBAN AREA DE\'ELOP\I!LNI’ :
F SRR | B (in 10 years by phase} | oy
T 1 ll-'maneml capabitity,1and demard and Market Urhenization Paﬂcm"htm-i, HE
: " Master plan L%s‘e:-_'rfr_tﬂcne_v‘_s_?_hreff_fr_ee3'_'09_@359@5 of e svea deselopment
o Inclusion infe -~ - oriented
o 1991 Nod Law <p- I,\PPRO\'ALor KASIBA MASTER PLAN and ,\RE,\]
&Goverament - - - .
© 7 regulatien .' R R : . . \L o

" FEASEBILITY STUDY

" KASIBA Priority Area
SCRUTINIZATION © !
(Land usatenure! value management) - !

FOR\I['LAIIO\' of KASIB{ I\lPLE\IE\T;\TIO\
: PLAN ’ :

] Cendll:onsforlpproul \L
----- |APPRO\’AL of KASIBA EMPLEMENTATION PLAN I

[ IMPLEMENTALON OF KASIBA PROJECT I|

Flgure 3 4-5 chhmcal Procedure for (xovernment Approval in Law on KASIBA
In conclusron itis recommended that : o

, l lhe spatial plan amcnded to 1nclude KASIBA master plan area. s R '
2. Tlle law of KASIBA amended to mclude KASlBA master plan and lmplcmentatlon plan

T hcse amendments arc expccted to ensure publlc mlerest and soc1al falrness in KASIBA pr0_|ect
nnplementatlon leadmg to its hlgher publ1c acceptancc and populanty : LA

| Z._ 3 4 3 Land Managcmcnt

N L'md management is one of most crucral factors for successful lmplementallon of KAS]BA as”'




shown in the model KASIBA project of Dl‘lyOI‘C_lO and the pasl dcvelopment projects in
Indonesia. : el

,lmprovement' of land management for KASIBA is proposed in the following 3 fields. It must be
noted that the improvements in these ficlds are nceded not only for KAS]BA but for sound
growth of society of lndonesn :

(1) Land Acqllisitioll through Free 'l‘ransaction
1) Nor mahmtlon of land transactlon : Land valuc cvaluahon comnnltec

T lns isa basw system of KASIBA land management in free market. Ilowever 1t is not hkely to

~ proceed as smoothly as expected mainly due to the dependency on the willingness of
landowners to sell their properties. And it is anticipated that it will bccome more 'md niore

- difficult throngh the reformatton cra as dlscussed in Chapter 2. SR p

It is reportcd that anomahes in thc past l'ind qunsachon achvrhes such as unsteady land pncmg
and speculating between landowners and developers made landowners feel they are losers, thus
leading to more dlﬂlcultles in land purchasmg especnlly in the reformatton era for democracy .

In order to facdttate land transactlon for urban devclopment 1t is of great 31gn1ﬁcancc to
" normalize and establish the st’mdardlzed and transparent land market system and mechanism in

“ Indonesia. One of the key factors for this lmprovement of land acqulsttton is to create an
S 'objecttve land evaluation mechanism leadmg to smoothenmg land prlce ncgottatlon no losers
and no winners in land transactlon R T P e e

In this respcct 1t is rccommendcd to cstabhsh a land cvaluatlon commrttce or agcncy for
KASIBA development which is to elaborate an objective and scientific land value evaluation
method and present more objectlve land prtce on the neutral posrtlon to land sellers and buyers

' 2) Provrsnon ol‘ opportunltles to parttcnpate in KASIBA prOJect 2

' The landowners who are rcluctant to release thelr land may bc lnwtcd to partlmpate in KASIBA _
' pro_;ect in the followmg system o .

. Part:crpatlon in KASIBA

1." Equity /investment of land in KASIBA

2. Partnershlp with KAS]BA management o
3) Supplementary measures for land aeqmsmon B

Some supplementary methods are to be apphed to fcw remammg l'md not acquired through the _

. . free transaction as discussed above. The followings have been practically carried: out in -

© Indonesia. It is recommendable they should be lmproved and strengthened 50 as to elTCCIIVely
supplement the land acqulsmon Sy ST e LR, L e

. 'Substltutwe land prowsaon SRR

l. - Land exchange - "o+ o e . J

2 Relocatlon (msrde and outsrde KASIBA area)




In order to facilitate land acquisition, the measures for supporting recstabllslnnenl /ustomuons
of l|vcl|lrood to landowners are necessary as lollow

Supporting for restoration of livelihood

1. Consultation for restoration

2. Placement of employment (especially gcncrallon of cmploymcnt opportumlles m KAS!BA)
3. Vocational training

(2) Land Acquisition through Government Intervention

It is not unusual idea that pri\ ate right should be restricted for public benefit as far as the
possible loss by tho rostrrctron is not unbearable. Construclron ol' publlc Facrlltres is lhe general
case. L e - . _
Location permit is lcg’d measures by govcrnment mtcrvcntlon for aclncvmg pnblrc bencﬁt :
through urban and housing provision {o the publrc as follows - =

lhe dcvcloper with location permit is to h'wc prrvrlcgc of dcvclopment rrght and land =

negoliation/purchasing right. The landowncrs are restricted in such a manner that they can not .

- sell their land to other parties except the licensed developer. Howevcr this legal measure -
became invalid due to the recent dcregulalron movement of the government. L

~ The many reasons for this deregulation are claimed : monopollslrc power on lhe srde of prrvate

' developcr unfalr on the srde of landowners and etc S : :

' It ma) bc safely Sﬂld thal KASIIJA need govcmmenl 1ntervenlron of land acqmsrtlon for

efficient project implementation. The compulsory power to be given to KASIBA management

rcl1cs upon the degrce of publrc bcneﬁthntcrcst wlnch KAS]BA pro_lcct aims to atlam

KAS]BA pro_|cct may acqmre land lhrough frce Iransactton as statcd '1bove lhe compulsory ; o

power may be applicd only to few remaining lands not acquired due fo unwrllmgness of
landowners to sell for the sake of publlc mleresl of KASIBA e :

~Based on  the abovc drscussmn government mtervcntron or supports wrll nccd tlrc followmg
lcgal measures dcpendrng o1 lhc dcgrec of compulsory power N '
Government intervention for land price control on lcgal base
(Advice, recommendation, and utmost land prrce freezmg) :
. Preemption for KASIBA management R
' L\proprrauon for KASIBA managemcnt

3) Land Consolldahon and Land Poo!mg(Bankmg)

_ Land consolrdalmn and land poolmg ate land mamgement systems wrlhout land acqursrtron -
: Smcc lhe existing land usc and fand rrghls are to continue without d1sruptron of livelilood, this

system seems more acceptable to landowners that land acqursnron A5 the systcms ofland - -

management, land consolrdahon and land pooling are proposed to be applied in KASIBA.-As
" land consolidation system is described in detail in chapter 3, there are 2 sy stems of L/IC :
voluntary base and compulsory base. Volunlary base 1 /(, can be carrred out m comblmtron s
with land '1cqulsmon through free lransaclron ' Dol : ;




3-4-4  Development Permit an_(l' Control on LISIBA

" Onc of the major works of KASIBA management is to promote and control LISIBA
devclopment alter the provrs1on of 1nfrastrueture and land tol lSlBA

Developmcnt pcrmlt and control system should be designed in accord'mce wrth thc 3 prmcrplcs
of KASIBA as set in the preceding chapter.

The mam steps of LIS[BA impleientation procedure is presented in l‘lgure 3-4-6, and outlined
below;

L. LiSlBA Implementmg Body ([ IB) shall bc sclcctcd among the qualified private developers
in free competltron Sclechon proccdurc must be democrauc f'ur and transparent.

2. rCompetrtron must bc made in terms of dcvelopmcnt propos'il and financial proposals Fhe
~development proposals of LISIBA shall be made in compllance wnth the framework
development condrtrons/ standards set by KMB. :

3. Contract for LISIBA development should mclude devclopment condmons set above. The
financial proposa!l ( land price or developmcnt charge) should be lngher than the cost of
mfrastrueture and land )

4. KMB is hsked to momtor and supervrse thc nnplemcnt‘rtron of KAS!BA development

I Advertisement of compelition for developing LISIBA l

: | . ¢ Development and financial proposal =~ . I

Evatuation and selection of LISIBA lmplernenling Body

I s - 7. Conlract for system 2 or 3 . ] .

I . ‘ \1onltonng and supenlsmg J

Frgure ‘l 4 6 Mam Steps of LISIBA lmplementauon Procedure , FRS S

Iable 3 4 1 KASIBA Prmcrples and LISIBA Control

3 Prmcrples of KASIBA T R - Control on LISIBA development

L Cost recovery o Sellmg price of land mcludmgcost of land and infrastructure (System 3)
' 2. Devélopment charge to cover cost of infrastructure (System-2) .
Market e‘conomy 0 |1 Development permit " (license) to be granted m free competruon among
Lo e SR QUallﬁed developers, * -0

L e e 2. Competition made in del’elopmenland f' nancral proposals .
City planning contrel - |1. Development ordinance controlling LISIBA development .
S ConT ( Standard of publrc fac;hlres larrd use, bulldmg comrol landscapc)

-.r;‘:-'




3-4-§ Financial System
(1) Cflsh Flow in KASIBA Schcmc

In order to implement KAS]BA various lypcs of fi nancmg wdl be necdcd in cach KASIBA -
LISIBA dcvelopment step, as described below. The KASIBA financing scheme is sunnnauzcd
in Figure 3-4-7. T ' -

 KASIBA Development © 1iSIBAArea - LISIBASateor De\'tlohrncnl T T House Sate

Land Safeto O poe TN
Due!opersmeate > Ilouse Construclion P}’ House Sale ¢
Entities C i i T :

Land Acqulsmon —i . Comenercial Bank
o Cee o T - Housing Yoan -

-Ralscd Fundn oo L Bankloang it

! 1Commerctal Ha‘lk' :

'llousmg Loan "}

Censtruction of BASE CASE
Main Infiastructure |- :
<Fund: KMB Capital> ' . <!-und KMB Cap1lal>

= e

Bank Loan Bank Loan E T _: S
GmemmemSoﬂLoan - |Government Soft Loan oy i
= ; o - land Sale to '
GoseosmenlSubmdles A PcrumPcrumnas }— !
. S (ke
R R S '.(.‘.Q\.smms_n.t.?a[l__h_@n_.
.\Ln RNATIVEL ~ 5
Saleof
—_— Land(‘onsolldauon l‘bl Reserve Land |
ALTFR\‘\TIVE T e :

Development Charge
to Developers/ Private -
Entities! Perum Pecumnas

: | THA EE llousnguelopment i

l:l KMB's Activtes C 'm.;-'s'R;;v;naa' l
Flgurc 3 4 7 Cash Flow in KASIBA SCheme

1) Mam lnfrastructure Constructlon

The dcpth of Govemment support in mfrastructure conslructlon is not clearly deﬁncd in lhe
- KASIBA scheme. There is a possibility that the Government supports KASIBA mfrastruclure
- construction when there are benefiis for the residents outside the KASIBA sites as well,
“Government support could also be Jusllﬂed when conslrucllon of low cost houses is the main.
' objcclive of the pro;ect e R T : : '

" Under normal cnrcumstances, KMB (KAS]BA Management Body) could use bank loans to
finance infrastructure construction. However, medium- to long- term fmancmg through bank
loans has become quite difficult and costly due lo lhe Indonesmn economlc crisis. Government
soft loans or submdles should be cons;dercd as an emergency cconomlc measure to keep -
housmgpnces low NIRRT SRR R P : :

When the constructlon of mfrastruclure is expected {o brmg about spcculatlon in land price, o
. timing and procedures of land acqmsmon should be carefully planned oy that land can be -
i purchased al reasonable pnces e % S :




2)-a Base Casc: Land Acqnisition of LISIBA Areas by KMB

Bank loans are used to complement KMB's own capital in acquiring land. Under current
Government regulation, commercial banks can finance up to 75% of land acquisition costs only
in the cases of low-cost housing construction. . Government soft loans to KMB for land
acquisition should also be considered as an emergency economic measure, espccrally because
investment in land cannot be recovered in a short perrod of nmc :

2)-b Alternalive 1: Land Consolidation

Land consolidation could be applied to the picces of land whose acquisition is difficult for the
. following reasons: residents do not agree with the price; land is used for agricultural
- production; land to be acquired is scattered, etc. Land contribution could be enforced by
Government regulation in consolidating land i in order to share development costs 'md benefils
belwcen KMB and (he landowners " : -

2) ¢ A]ternahve 2 Transfer of I ISIBA Management Authorrty to Developers : ._

Aﬁer the desrgn or conslructlon of prnnary mf'raslmclure KMB can hand over LISIBA
management authonty to LISIBA developers (Perum Perumnas and private developers or
cntities) with a development charge. This development charge could vary depending on the
location of LISIBAs and the develdpnienl objectwes of the LISIBA developers. In order to
achieve cross-subsidies, KMB can charge higher prices to developers that build only medium-
- to high- priced homes and lower prices to Perum Perumnas which has a mandate to provrde
~ low-cost housing. The proceeds will be used to repay the loans for infrastructure construction,
' Subsequent activities by the developers afterwards are.the same as in thelr normal housmg
development starlmg from land acqursruon of LIS]BA areas. : O

3) Sale of LISIBAS to Prwate I)evelopers I Enhtres and Perum Perumnas ol
After the land acqmsrtlon K\AB can sell LISIBA to prrvate devolopers l entltles 'md Pemm

~ Perumnas. Cross subsidies between medium- to high- priced housing and low-cost housing can
" be achieved by applying different LISIBA prices to privale developers and Perum Perumnas.

- The proceeds will be used to recover the infrastructure construction and land acquisition costs.

Housing developers normally use their own capital and non-bank financing since conventional
~bank loans are not allowed to be used for the purchase of land for mcdlum- to high- prlced :
' homes Cooperatlves can also ]om LISIBA management ' : : L
y 4) LISIBA Land Development and House Constructlon - _:.; S

- .'Aﬁer land acqursruon in LISIBA LISIBA developers wrll develop land and eonstruct houses

. by themselves. For Perum Perumnas Government soft loans should be considered to reduce

" the burden of high interest rates. New financing sources as described in the following Section
L (2) should be: developed in order to enable prwate developers to mobllwe funds to develop :




5) Sale of homes

Home sales have significantly declined since interest rates of commercial housing loans
increased to over 45%. On the other hand, BTN’s subsidized housing loans have already been
exhausted and almost no homes are currently being sold without these loans. The Government
should expand soft loans to BTN so that BTN can continue providing subsidized housing loans.
The Government is currently considering introduction of a secondary mortgage faelllty (SMP)
to complement commercial banks’ housing loans at a lower interest rate. B

(2) Proposcd Fmanclal Schemes

Although provrdmg housing loans to low cost housmg is one of lhe Government pnonly
policies in the budget, their amount is notenough to meet the demand. Morcover, Government
provides no financiat support to developers, except for subsidies for low cost housing at
700,000 Rp per unit provided to Perumnas whose application is limited 1o infrastructure
- developmcm Under the currént economic crisis, most devclopcrs including Pcrumnas are
unable to contmue developmenl operahons (lue {o thelr ﬁmncml d}fheulues

Ior long—term nahoml €COnoMic perspcclwes the followmg new ﬁnancral schemes must be _
dcvclopcd to support land and housmg developmcnt ' JREIREE -

' I) Fmanclal Support for KMB

KMB is consrdered at present as a type of an SOE (State Owncd Enterpnse) eslabllshed or. :

ass;gned by the central Government or a focal Govemment. However, the legal status of KMB L

_ is not clear whether it is regarded as Perum (so-called Public Entity) or Persero (suml'lr toa .
private corporation). Perum is an SOE fully owned by the Government, while Persero is an

SOL with more than 51% but less than 100% of its share owned by the Governmenl The

Government has an intention to release the shares of SOLs to the pubhc and may no longer
allow creauon of new SOEs. A B IR I - § o

' Although SOhs are legally corporallons whose objeetlve is to g‘nn proﬁl through busmess
operations, they are compelled at the same time, to operaté for social needs such as provrdmg :
low cost housing. " In order to reconcile these two objectivés mandated to KMB 1( 1s
recommended that the Government grw: KMB thc followmg ﬁnanelal supports :

Long-temr loans such as RDA (Reglonal Dcvclopmcnt Account) should be prowded or forelgn . _' :
aid loans should be on-lent by the Government.” Govemmerit guarantee should be’ gwen when R

_ KMB rarses long term loans or bonds at {he market m order to reduce interest rates

"'0'.-.;.‘., BTN T

2) Fmanclal Support forlo“-cost housmgdevelopers

One of the major objeclwes of KAS]BA system is the provns:on of low—cost housmg The S

foltowing financial supports should be provided to low-cost housmg developers such as Perum i
: Perumms so that thc objcclwe of KASIBA malenahzes - -

. The GOVernment should prowde Perum Perumnas wrth a sul‘ﬁerent amount of eapnal for S

~ investment and operating expcnscs

~Income tax should be e‘(emptcd or dcducted from the busmess operauonal mcome of__



- developers who build low-cost housing. The equivalent amount exempted or deducted should
be retained and used for the future investment to attain further social needs.

- Subsidics for low-cost housing should be extended. A construction subsidy for low-cost
housing (currently 700,000 Rp per unit) is planned to be increased to maximally Rp 1,000,000
in the next fiscal year. This will be applied not only te Perumnas but also to prlvate small
dcvclopers (eligible to less than 20 ha land holders). :

3) Fmancnal Support for l’rlvate Dcvclopcrs and IHouse Buvcrs
, ‘;-a ltstabhshment of Devclopmcnt Fm-mce Instltutlons

A sufﬁcncnt anlount of long-tcrm 'md low cost capltal is esscmlal for land devclopmcnt since
investment cannot be recovered quickly. Indonesia does not have any financial institutions to
provide such long-term funds. Although the seven state banks used to have such functions as
dcvclopment banks, thelr main activities have rccently changed to commercial banking.

o Allhough the Govemment's PrOJects AICl Loan has a smnlat function it is limited to one - fiscal
- year since it is part of thc State budgct Moreover, (hc allocanon is restricted in prmcnple to
SOEs. : e - RS L

_ Since the capacnty of the Govemment and SOF s is hmltcd not only pubhc scctors but also

: prlvate sectors including coopcratlves are cxpected to play major roles in responding to social

needs. Also from national cconomic perspectives, long-term funds are mdlspensable for the

. growth of mdustrlal sectors. Dcvelopment finance institutions such as the Japan Development

Bank and the Government Housing Loan Corporation in Japan must be established in Indonesia

to provide long-term loans with low mtercst rates not only to pubhc enutlcs but also to pnvate
: developers mcludmg cooperatwes ' - SN ; : :

- -b Establlshment of Secondary Mortgage Markct

E Thrcc schemes are currcntly under plannmg in lndones1a whose aims are prlmanly to prov1de_ _
lower-cost ﬁnancmg to house buycrs and eventually provide alternatwe fundlng sources {o
housmg developers . : : JRUNES -

. .The crcatlon of Secondary Mortgage Facnhtles (S MF) has been dcc1ded by the Government as a
o 7' ﬁrst stcp lhe followmg is the framework of SMF, accordmg to the Mlmstry of Finance.

= The shareholders 10% Bank Indonesna, 10% Asmn Development Bank (ADB) and 80%
~ other investors such as msurancc eompames pensnon funds banks and Intematlonal
: Finance Instttutlons L S AT L ' S
© = Aninitial paid-up capltal Rp 3{)0 bllllon - e L
= Atwo-step loan (US$ 47 million) from A[)B through Bank Indonesta w1th a malurlt)' of lS
7 years with 3 years grace perlod ' :
S _After two years' experience in accordance wxlh the regulahon housmg bonds to be sold to
“* . investors through the capital market ' : :

o - Ilousmg loans to be provndcd through b1nks

Aceordmg to the Mmlstry of l‘mance SMF w1|l start wnthm a few months aﬂer the loan
dlsbursement from ADB, and through SMP long term and low cost housmg loans other than _



BTN loans will be provided to house buyers. It is expected that the introduction of SMF will
stimulate the housing market in the country in the future, although the final size of the fund and
the loan conditions renmn lo be decrdcd

As a second step, the Government is plannmg Secoudary Mortgagc Market (S'VIM), wltose
purpose is to mobilize the mortgage loans held by banks. " Commercial Mortgage Market
(CMM) is a future plan of the Government to finance developers by mobilizing commcrcnl
loans. : : :

4) Flmnclal Suppor t f01 Locftl Govcrnmcnts (Revenue Bonds for lnt‘mstructure I)e\ c!opment)

 Since mfr’tstructure constructton is the f' rst step of KASIBA system, a full amount of funds for
infrastructure development must be raised before the start of KASIBA- implementation.
Although the infrastructure surroundtng the designated KASIBA arca such as arterial roads is
expected to be constructed by the lOC'll Government the local governments do not nornnlly
have such a budget = s SRR : : \

Inthe USA revenue bonds are broadly lssued for such purposcs by mun|c1p'|ltttes T he issucrs
_ pledge specific tax and revenue sources, which are expected to be newly generated through the
. pro;ect to the bondholders as the repayment source of the honds

By usmg thls ﬁnancnal seheme it is possrble that a local Government in lndonesta ratses funds
" at the market with a guarantec of the central Govermnent - The local Government issues
revenue bonds with publtc offerings, or prtvate placement to developcrs related to the pro_;ccts :
or fmancral mstttuttons in the country R T HE TR A --

The capttal market in lndonesna has not matured yet although thc (Jovernment has a strong
“expectation of the ‘growth. The revenue bond system would create not only an alternative ~
* funding source for local govemments but also an alterative investment opportumty for
~ investors, which will match the Government expectatton for the capltal market growth in the

country
':7 3 4 6 Orgamzatlonal System

Among the propose 3 KASIBA systems the system 3 is the most comprehensrve one mcludtng '
. system I and 2. The orgamzattoml system for the system 3is exammed as follows

- (1) Overall Organuation for KASIBA Implementatlon

B The overall orgamzatton for KASIBA nnplementatton is shown m Flgure 3 4 3 and outlmed as' o
-follO\vs S : S AT L oy -




1. As KASIBA is a part of city (spatial) pl'mnmg, in prmmple rcsponslbdlly of pracucc of
KASIBA rests in local government,

LISIBA developers
. . 7 S '
B + . _““"'—_.—._""‘_‘.m_‘__.' . ] .
Local Government _ - . Coi o as) Private developers E
- Mayor . ~ ] KASIBA - A !
o Management Body S - [
: 1 | Pernm Pernmnas |}
L \ - (KMB) : io| (National Urban and ||
Division of KASIBA : : - l(l a '°“aC rban an ) '
—— - _ N — - . o ousing Cooperation) |.
/ P : P o 3 :
' Promoter/Initiator/Coodinator 77777777 !
Central government = Minster who responsibleon: ..~ Goyernment Arm
I " - Housing and Human Settlement 7 for KASIBA promolioﬁ
= Public Works : ST e
- Finance
" - Interior

_ Figdre 3-4-8 Overéll Organiieliop for KASIBA lollplezﬁientalioht |

2 However at moment 1mplemematlon/'idmmlstratlve capablltty of local govcmment is
quite “eak e‘«:ept a few local government such as DKI Jakarta. -

ln thc movemcnt of government dcccntraluatlon the cenlral governmcnt mcludmg

ministries of Houmng and Human settlements, Public works, Finance and home affairs

| ~ shoutd take charge of strengthening local government m cnly plannmg admlmslratmn for
~ which KASIBA is mslrumental and eﬁecnve Sl e : : .

The cemral govcmm'ent cspemally Mlmsler who responsible on Housing and Human

~ Settlement which plays a pivotal role in coordmatmg among the central government

~ - agencics ‘concermned on KASIBA developmem is responsible for 'lssmtmg local
© governments through prov1s:on of techmcal practlcal fi nancnal and legal measures of

' KASIBA ' : - :

3. Oﬂlce or dmslon of KASIBA is proposed to be set up m local govemment wlnch would
~ be main adminisirative counterpart to the central government as stated above in promoting
-+ and coordinating on KASIBA at local level. This organization should grow to be fully
“. v responsible for KASIBA developmcnt mthc1r Junsdlctlonal temtorles of local govemmcnt |

mfutme e i : - -

L Nahonal Urban and Housmg Cooperatlon- Pcmm Pcrumms whlch isa sole govemment '
agency with knowledge and experience in urban and housing development project

i lmplementatlon is expected to take pracllcal funcuons for e*{pandmg KASIBA projects :
-+ throughout the country. : ST : g :

. Perumnas is tnplcd taskcd as follows .
SN ¥ Govcrnmem arm for dlssemmatmg, promotmg and mltlatmg KASIBA pro_lects L
ST Pamcnpatmg inKMB v L Gt Sl v

- 3. LlSlBA deVeloper for housmg prowsmn -

I T S S




It is also proposed to cstablish a unit of KASIBA promotlon/coorchmtron in 1he exisling
organization of Perumnas tasked with the following activities;

1. To assist and strengthen local government through provision of technical/practical
knowledge of housing and urban development as well as KASIBA untit local
government can be fully responsible for lmplemenlmg KASIBA project in future.

2. To propose and initiate KASIBA project in coordination with local government
(including research, survey, planning and etc.)

3. Private developers are invited for developing LlSlBA under lhc control of KMB

(2) KMB Ol gam?ahon

Law no. 4 of 1992 on KASIBA stlpulates that KAS]BA Managemont Bod) (KMB) is Statc
owned Enterprisc- SOE (Badan Usaha Milik \Iegara) or [oca] Slate owned Enlerpnse~ L 80}‘
(B1d3n Usaha Milik Daerah)

In Indonesra SOE is categonzed mto Perum (Pubhc Corporatlon) and Persero (Publlc State
Company). The dlfferences are shown in Table 3- 4~2 '

Table 3 4-2 Drl‘l‘erenees bet“ een Perum and Persero

No Subiect T “PERUM _ S R PERSERO BT
T ; : ) (Puhlrc Corporation) (Public State Company)
1. | No. omeemmem Regulauon No. 1311998 Lo i,- . i | Ne 121998
2. 1 Characteristic of Business -« - Publlc Ullhllt.s L © teoo o | General Business .o s
3. | Government Intervention . | Govemment Supporl (Subsuly) ~- | Nosubsidy =7 iyl
4. | Employce Status © 7| State’s Employee T o : .| Privaie’s Employee col
5. | Capital Strueture -~ -+ .7 | Stock isundivided and lotally owned b)' - | Stock is divided into pieces and
B S T Gmemmcnl . S ;.| government own mlmmumﬁl
| : : - 2 - 1 {Possible to “go public’ )
6. | Tarif¥ =~ .~ o Ifneeded tanlfol‘product isdeuded b) Market prlce SRR
ST e oo Government ’ :
(Example : RSS Rp49m|ll|on) : SR Sl
7. | Govemment Control = Under controlled by related department Managed by State Minister for -
: : - (Example : Perumnas is under eontrolled b) SOE Reformation -
Deparlmenl ofPulJlre \‘sorks) ik Lt

In lhe attachment of act no. 4/1992 regardmg Housmg 'md Human Settlements especlally for o

article no. 20 on SOE (KMB) is clucidated .. o be proposed for cnhanemg people welfare and
publlc utllrlies and not only profit onentation : T

'lt is reported that the govemment polrcy on SOE is:

_ Perumnas not to be newly eslabllshed i SRR
' Persero to be prlvatlzed : s

3 alternallves of KMB orgamzatron 'tre proposed as follows

‘1L Under cenlral government

L

- Alt 1. \lewlv esfablrshcd Perum o L 2 : : s Ll
' In spue of the govcmment pollcy on Perum new Perum may be necessmted m order to E




mobilize all the govcn nment resources to open up new horizon of KASIBA especrally in the
case of national project.

Alt.-2 : Subsuharv of Perum str uctluc :
KMB is managed by subsidiaries of Perum, either new or existing. Shareholder/owner is central
government represented by the Ministry of Finance. It scems more practlcal to make use ol the
existing Perum, that is Pcrum Pcrmnas :

II. Under local government

- Alt-3 Local SOE (BUMD) :
- The owner is local government and 1t is representcd by Region Sccrc.tary (as rcpresentauvc of
Bupati or mayor)

The key advantftgcs of the alternatlves are summ'lmcd as follows; .

All 1(NewPerum) RIS o _ o
It ean be formed s{mcturcd and nnnagcd more spec;ﬁcaliy for the natlonal mtcrest

Alt 2 (Substd:ary of cxnstmg Perum)
" The ex1stmg Peruni has high credlblllty to get loan and issue bond and technical knowledge
and experlence in urban and housmg dcvclopment ' :
Alt- 3 (Local SOE) R P : ‘
~ Tt can be more rcsponswe and accommodatlve to local condltlons 'md problems It may be
 safely satd that all the alternatives should become available so that KASIBA is responsive (o the
 differences of snuatlon and need/size of urban and housmg devclopment In this respect

. - '_ KAS]BA regulatlon should be dewgned to be opcn to ever)' altematwe

T outlmed as follows

How ever most serious attentlon must be pald to the mlplementanon capabnllty of the proposed
- organizations, ‘especially during the infant period of KASIBA. Among the 3 alternatives, alt.-
2 is rated highest in terms of technical/financial and practical capability. On these premises it is
recommended that KASIBA project start with the alt.-2 and with the success of alt.-2 it will be
o cxpandcd to ait.-3 in accordance with' strcngthcnmg the capacity of local govemment and to
~alt.- L when large scale urban development becomes necessary in thc cource of cconomle
,recovery of lndonesta ' C o . : e

. Strueture of KMB (Subs:dtary of Perum)

The orgamzatlon stru_clure of KMB whlch IS managed by Pcrum is shown in Flgure 3. 4 9 and
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Shareholder/owner is central government represented by Mlmstry of I‘mance
The organization consists of decision making unit (Board) and executmg unit.
3. Decision making unit is made by Board of. Dlreetors w1th con51dermg the :

7 recommendation of Board of Supemsor P ,
" 4. KMB executive members are appointed by Board of Dlreetors of the Perum, drawmg
o from bolh mtemal (Perum) and esternal (professmnal) T :

Do

-3-4-7' -: L.ég'alArrail.f.;ement SRS

It seems that ail the vanatlon systems are workable even on the exnstmg law and regutatlons in
“force. However it is a matlér of eﬂncnency and feasnblllty of project lmplcmcntatwn For -

* instance the conventional land acquisition system can be applied in the variation (1). However

. itusually takes long time with the mcreasmgland prices, resulting in costly lmplemematlon and

f'uhuc in mcetmg demand of people in tlme thus ]eopardlzmg ﬁnancnal feasﬁnhty ., T
Selectlon of the “best system of KAS]BA among the varlatlons is not dependent on the _
evaluation of their advantages and dlsadvanhges but the ])0351b|hty of pohtleal and social

..-'aeccptance of the legal powers “delegated to KMB for facilitating the lmplementatlon of - S
KASIBA projects. The variation (1} would be the best system of KASIBA, if/when the -

' powerful measures for aequmng Iands llke exproprlatlon IS granted to KMB for mstance _

_ It is not uncommon that KASIBA pro_]ect starts wnth approval/des:gnatlon of pro_|eet snte and 2
: unplementmg agency of KASIBA. Designation of the area dlstmgulshed from other areas_
~ would imply the special importance of the area for certain purposes. It is supposed {o grant -

“ certain privilege to the implementing ageney and imposc certain restrictions on the freehand of -
land ownership for facilitating and securing the implementation of the projects to attain the -~ -
' 1mp01 tant hsks of the pro;ect m'mdated by the publle It may be safely said that the vuab:hty_




and feasibility of the project mostly rely on the privilege granted to implementing agency and
restriction imposed on land ownership. ‘The degree of privilege and restriction depend on the
importance of the project which the society can recognize and accept.  In this regard the
implementability of KASIBA derives form the social importance of the projeet. Therefore the
purpose and development plan of KASIBA must be carefully deliberated from the viewpoint of
public purposes. On the hand the degree of privilege and restriction enforced shall be
determined by the decision-making process through which the social acceptance is to be
" obtained. The sites, implementing agencies and development plan must be approved through
democratic process such as public inspection, consultation with parties concerned to the project
so that the public opinions are reflected on the plans. Those public acceptances are lrkely to '
pave the way for stronger enforcement powers to rmplement the prolect .

As the legal power of enforcement to be adopted {o KASIBA depends on lhe socral acceplance |
and political decision, it is difficult to ‘recommend specific measures to be applied to KASIBA

- at thls moment The necess'rry legal measures, 1f possrble, are hsted in hble 3-4- 3

lable 3 4-3 Items ol' Necessary Legal Arrangement to be Erammed

Government |
approval -~

Inclusion of KASIBA
into Spahal plan

Approval of KASI BA

implementation plan

Approval of KASIBA plan and area should be mcluded into spallal
plan procedure in order to accept KASIBA for publre benef‘ t.

KASIBA |mplementairon plan should be approved by government
to secure the feasibility and fairness of implementation,

Variation X-l

Infra. and Iand

tand price control
(Freezing)
Pre-empf, - .
Expropriation.

Land price c_ontrol before starting land acquisition, pre-empt of
land or expropriation will be desirable, if possible, to facilitate
prOJecl rmplemenlatlon and stablllze lhe f' nancral base of project

Va rlahon x-2

Land _
Consolidation

Compulsory L/C

Compulsory lmplementatlon of Land Readjuslmem approved by
the majority of landowners is recommendable, Voluntary base L/R
is not impossible, but it must be admitted that it will take long time
to build consensus of 100% landowners and the project may be
terminated on the way in the worst case. In any case it is important
to investigate on the possibility of L/R |mplementat;on before
designaling KASIBA areas.

Variation X-3

Land pooling”

Incentives

Partnership or land pooling can not be compelled to all the
landowners. It can be carried out only on the voluntary bases.
Some incentives-tax reduction ete. shall be prepared to promote the
partnership project. This system may be applred pamally under
another development system-L/R. -

Variation X-4

Real eslale dev.

De\’eloprnen! eharge' '
on LISIBA for cost
recovery Development

ordinance on LISIBA

The existing system of location permrt should be 1mproved s0as to |
be applied to LISIBA development. The'scope of improvement is
conditionality of development ordinance including land use,
building control, public faciliti¢s, |a’ndscape, etc. and development
charge for the cost recovery of the main infrastructure, and more

importantly procedure of approval of development permit including
‘consultation wrlh or publlc 1nspecuon

by lhe landownera
concerned.

Variation X-5
Modrfed X 4 _

Mosiily same wnh X-4 but with no development charge because the
KASIBA main mfrastructures are to be construcled by lhe
developers. i

' Varra(ton X-6
Modified X-2 -

‘| Mostly same with X—2 But the KASIBA marn rnfrasiruclures are to

be constructed through L/R.:

e Varlatron ‘( 7.

Combinatron of A

Legal measures taken in” X- ! and X-?. shall be SImullaneously
applied to X-7. More importantly Perumnas must be improved and
streagthened in project rmplemen!auon c1pablllty Pemmnas as an

: Xland6

nnplementmg agenoy of LIR is one of them L




3-5 KASIBA S) stem 3 and Further Implovemcnl
Among the llstcd varlailons of develomnenl systems under the KASIBA system (l‘ible 3 5 1,
- copy below), the first priority was placed on the KASIBA System-3 for implementation by the
State Ministry of Housing and Seitlement. Accordingly the Ministry drafted the government
- regulation for implement'llion of Law No. 4/1992 on housing and settlement. It was considered

hat the KASIBA system is closer to the mlerpretatlon of the govemmenl on KASIBA

In llus snuallon nevertheless the JICA study tcam dared to have proposed furlher nnprovement

of the KASIBA system with the view to alleviating some possible problems of System 1, which -

may take place, and more importantly to make KAS]BA a more eﬂectwe urban manfigemem
- and development sys{em

1able 3 5 1 Proposcd Varlatlons of Development Systems umler KASIBA Management

l .
ot

KASIBA - : | Designation of Primary = - Land . A
system | Va_riallon _ofdev. system - |dev. area by Gov. Isecondarylnfrs. management l?_“:!‘i:n_gl_h_mfﬁli
System 3 | 2. Main Infra. + Jand Designatlon of -, ‘Land puré¢hase . , .
- | provision dev. area . _PlSinh.byKl\[B‘ byKMB - Developers
S)'Slem.2 2. Main 1nl‘ra+Lr'C ) Deslglg:;o:l:: g PfSilfl‘l-hyKMB lJC ::.._ .‘ Land owrle'rs:' |
3 Maminl’ra +Iand poolmg Dﬁlgl‘::::ﬂ:.il; PIShﬁ'a. byKMB Land pouling Land owners
4 \lam ml‘ra + de\ elopers Deslﬁﬁition"ef e | Land purchase ' o N
SR I S dev. area PISmﬁ‘a.leMB; " by developers Developers - -
System 1 5 Vanahon ol‘4 (de\eloper) 'I‘)c'sig'n_‘a'tlonfol',‘f PlSlnfra.by : Land purchase l) vel r :
o e dEVL AFeR . developers by developers | oo oPerS
6. Variation OFZ(UC) Dengnatlouof U S e Lo T
SR DO YR TR " dev. area - | PSinfraby/C | LIC Land owners ..
Combined | 7. Combination of 1and 6 I)eslgnatioﬂ of g LG i | Developersand |
cosystem] oo e o dcv.area — o] tandowners
Government and KASIBA’ s Tasks - LISIBA’ s Tasks |
Fove A 2.3 It H

.{ Pf‘S inl’re.:l:’rim_zr)'slld‘s'ccend;l.l'y :ietw‘erk orf)'c‘ll'f_iromﬁmtinfrastruclul:em.: o

3-5- _1 Justlf' eation and Posmble Problems of the KASIBA System-3 (Land Aequlsmon‘

and Provnsmn)

(1) Jushﬁcataon of KASIBA System 3

- -ln addmon of System 1 Wthl‘l is eﬂeellve to control urban development prevenlmg urban: S
spraw] KASlBA targels at System 3 of land prows1on wnh the followmg purposes among S

L others

A P

1. To mtegrate more direelly urban development prOJeels otherwnse dlsorderly and meﬂlelenf "

- urban areas will emerge in the desngnated urbanization area and realize more dlrectly S
: peoples aspirations in housing provision- —quahlyand quantity (local govemmentshousmg et

. policy as stated before), otherwise it caninot be materialized as envisioned. -

' 2 To promote more directly the private s sector to mobilize its ﬁnancml leehmcal pracueal and_;_ i

' other resources to reahze peoples asplratlons in housmg provnslon

' lhese publnc purpeses are deemed to Justlfy the govemmem mterventlon on landowners to =



acquire land, -
(2) Possrble Prohlems of KAS]BA S\ stem
KASIBA System 3 works by virtue of 2 leg'tl powers enforcul m/out the devclopment area.

1. Urban development is allowed only in the KAS]BA area, prohlbttlng urb'm developmcnt by

~ developers outside the KASIBA arca. o

2. Land purchase penmt or rlght of nnnagement is grantcd exclusnvely to the govcmment or
KMB - :

. It threatens that the KAS!BA ])lecct ma) have possrble problcms unless these legal
powers are properl) e\crtc{l :

T here seem 2 opposite likelihood scenarios: one is land prtce st'tbllllatron the other is land
price rise with a higher possibility to occur. -

- The utilization of land by landowncrs (either orrgmal or buyers) in the arca desngnated as
. KASIBA is quite limited or beconies impossible due to land release to the KMB that
-+ develops the land. Utility value of land for other parlics becomes none because of the
.. absence of possibility to develop and use the land, The land in KASIBA is less attractive for
. developers and other p0531ble buycrs Thus, 1t may work in the dtreclron of stablllzmg land
. price. T
" - The othet hkehhood is that a large land prlce rise takes placc as drd in the real estate' '

E :;‘"development with location permits in the past, or more intensively. - R
“The exclusrve legal powers entitled to the government seem to remforce the posmon of the
govemment or the KMB over the landowners but at the same timework toward the
L advantage of landowners in land transaction. Scarcity of land (no alternative of site)
! prohibiting land development outside KASIBA and the “must” for the government to
- implement the project in time, all may make the landowners fecl reluctant to sell, expectmg

. “hold out gams” thus resultmg ina blg land pnce 1ncrease :

S 2 Eossrble vrolatmn g_jme ty rlg _tof Lgndonners e e
- % Upon designation of the KASIBA area by the goverament, lhe destmy of pnvate Tand wrll
be decided, lrrespccttvely of the landowners® intentions_only to be released to the
BE government or the KMB. It is commonly fecognized in cily planning ‘of the world that
- landowners have full rights to use/develop/dispose and scll their land to any other partics as
.o far as they “observe - crty planmng/burldmg regulatrons and other Iaws such as
crvrl/commereral laws. - EIty '
* " Because of the land purchase permrt or nght of land mamgement granted to the KMB
. landowners cannot continue to use their land and sell them freely (land identified with
.- government development of KASIBA) It threatened this may be beyond the restriction on
.+ property right of laridowniérs accepted in city planning rules and regutations, except in the
L :case that such restrtenon 1s somally Justlﬁed for aehlevmg specrﬁe pubhc purposes o

: As discussed before, one of the most serious problems wlnch mlght nnpedc the smooth
¢ implementation of KASIBA, will be the lengthy/time- consummg land purchase ‘coupled
e wrth f'manelal constramts of the government or the KMB '




Failure of provision of L. ISIBA in time and i in a lar ge scale due to the above- mentioned
problem probably lead to: -

a. Limiting or blocking urban developments, which may hamper the sound growth of real
- cstate industrics, and ﬁmlly farlmg in meeting the peoples’ asprratron in housing
provision in time. }
b. Accclerating urban sprawl with poor mlrastructure outsrde the KAS]BA area.
‘Delay or failure of KASIBA to meet demand of land and housmg may boost urban
- development cither formally or informally outside KASIBA, Rampant small-scale
housing development, which are slill allowed outside KASIBA, and self-built housing
with poor environment and mfraslructure condition may be the results in KAS!BA’
.+ worst scenario case. -, e Co SRS
In thls context KASIBA is only allowcd to success

* Those possrble problems may bc attrrbuted to the double task of KAS]BA whlch is
confradictory in nature, L o e '

' l. Urban control measures prohrbrtmg urban development by developers outsrde
- KASIBA and simultaneously. : Lo
2 Development imiplementation meastre grantmg land purchase permrt (l‘eSll'iCllOI‘tS '
; on property rights of landowners) to secure the rmplementatlon of the KAS!BA
prolect o : e ; . _ ST T

lf these 2 measures are separately applred because they have dlfferent tasks and purposes, ll wrll
~ be more effective to fulfil their tasks. The direct connection of the 2 {asks seems to indicate that
" urban devclopment is allowed only in KASIBA but Only by the KMB wrth land purchase .
permlts ' . . ) . ey a

o KASIBA is hkcly to be llmrted in size and area because of the very nature of the
lmplementahon measures (second tasks) S o o

| l. Exclusron of land and area where these lmplementatron measures (land purchase E
penmts) are not appropriate and apphcable for instance developers sites to which -

.. location permrts and land purchase permrts have already been rssued and are stlll

o+ vahd. - : ; .
+ 2. Possible complamt/appeal of landowners on the possrble restrrchon/vrolatlon of

.1 .. property rights of landowners because of land purchase permits granted tothe KMB.

3. KASIBA may be limited to important public interest/purposes, otherwise it cannot - -
© be realized, which politically and socially justifies the restriction on land rrghts and

Pea ) lhe govemment d1rect mvolvement in urban/housmg development

lhe rmplementauon mcasures of KASIBA as fcatured above are lrkely to hmrt the appheatlon
of KASIBA as urban control measures (fiest task), which should be flexible to include other
urban development such as private sector land with. location penmits in valrdrty, small scale *

- housing developments, and others in order to eﬂ‘ectrvely lead urbanization as ongmally R
envisioned. : It appears  that a  direct "connection between. urban control power and o

nnplemenlatlon power makes the KASIBA apphcatlon qurte lmuted and mfle*(rble




3-5-2

Development

Recommended Full Scale KASIBA bystem f01 Integl atcd Ulban and IIousmg

With the intention to eliminate possible problcms of the KAS]BA System 3, and more
importantly to make KASIBA an cffective urban management and development system in an
integrated mannet, it is recommended to apply a combmatlon of System 1to3as lllustrated in

I‘lgure 3-5-1.

Basw policy of KAS]BA lmprovcment isto make 1t more ﬂex1ble aud more certam in urban and
housmg developmcnt : C : '

. KASIBA Urban Promouon Area

F—-————-——-} (Prohibiting urban devulopmenl outside

Associalion

" Landowners/

anale
: De\elopers

l"nvate o

" Developers™

Landowners/ -
- Association

Landowners/ .
Association

KASIBA system VIS

KASIBA Urban Project lmplementatlon
s Area sl
--- -> Land purchase for LISIBA .
. (with or without land purcbasc pcrmn -
. system-3}

Tt

: \ LandConsolldallon Area V(Tolall-y or partially)

~ (Primary/secondary infra. system-2)

* Figure 3-5-1 Integrated Urban and Housing Development by KASIBA

lUrban control pdivéi and.projeel ill'ipl'ennelitalioll pol.\'el é}mnéd 1o KASIBA shall be

separately applied to the KASIBA urban promotlon area and lhe KASIBA u:ban -
pro;ect 1mplementatlon area rcspectlvely

KASlBAarea S

= Legal powef

KASIBA urban promotlon (planmng) area

" 1. Prohibiting urban development outside the area _
_' 2. Coordmalmglsupemsmg urban development inside
- the area.

o KAS!BA urban pro;ect Implementauon area -

1. Project |mplemenlallon power 1

(Granlmg Iand purchasepermuand nghl of managemem) o

' {.; lhe KAS]BA lntegrated urban development plan in the KASIBA urban promohon area is
~ formulated with development programs indicating sets of several implementing measures, in
which the K ASIBA urban project implementation area and prOJeet are ﬂexrbly Idenufled and
: demdecl in consultahon wnh the commumlles and landowners : il L

2 Inlroducl;on of IJC based on the prmcnples of contmuahon/prescrvalton of land o
nghtfutlllty ‘and cost . rccovery from' beneficiaries into the KASIBA urban promotlon
(plannmg) area facnlltales KAS!BA development (ﬂexlblhty and cerlamty) !

N




Main reasons for proposing this system are summarized as follows:

1. Alleviating unreasonable land price increase through flexible planning and
adequate land prm ision.

a. ln the course of formulallon of the KASIBA urban devclopment pl'm the KASIBA
urban project implementation area is flexibly planned and decided through probing and
soundmg the landowners intention on land disposal. This gives the altcrnatives of land
and sites to be acquired for KASIBA development, not totally dependent on the
landowners® intention. * In turn, the KASIBA urban project area is 'ldjllSlCd in the

~ KASIBA urban development plan to secure integrated development.- '

b. Adequate land made available for urban and housing development is provrded not only

. to KASIBA (LISIBA), bui also to private development and landowners through L/C in
" the KASIBA prometion area. This should relax land negottation/acqmrement process
by the KMB in terms of time and price as compared to land provrslon by the KMB only.

¢. Landowners expecting holdout gains cannot claim hlgher land prrce in L/C because no

: land needs to be acqmred : : - '

Altcrna'uves of land acqurrement adequate l'md provrsron 'md no need of land acqursrtlon
through L/C help allevratmg unreasmable land prrce increase. -

2, Land acqursrtmn in consrderatron of property rlghts of landowners :

“In the KAS]BA urban promotlon arca, three types of land management are employed
'wllcn/where necessary, in consrderalron of properly rlghts and publlc mterest

- a Iree land transactron 1nclud|ng land exchange relocatron and others facrhtated by the
KMB - : : . _

b. Compulsory : : :
- 1. L/C would not vrolate landowners properly rlghts even by eompulsron because of o
~ the guaranteed contmuat|onfpreservatlon of land rlghtlutihtv AN
© 2. Expropriation of land justified for 1mportant public purposes of government polllc1es

(social welfare, disaster prevention, city planning and others) and vital pIOJeCl for the
- success of the KASIBA promotlonal area devclopment

¥

. 3 Publle and pnvate sector cooperatron

T he KASIBA urban promotron area allows pnvate development in connectron wrth KAS]BA :

- urban development 1mplementat|on area so as to promote publre and private cooperative B

efforts i in urban and housing development This safeguards the project lo continue to develop o
- <land provide land and housing just in case of delay or farlure on elther srde In tlns way, o
o ‘ possrble blockagcs on urban development may be lessened G T '

o

4 Urban development dynamlsm c
Combmed urban development llke the KASIBA urban promotlon arca development as" =

- compared to the homogeneous housing area of KASIBA is advantageous in generating urban
dynamrsm neCessary for urban housmg development with lngh urban servrces and amemty
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