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ABSTRACT

This article questions the unclear policy direction and development program of urban housing
in [ndonesia and suggests some basic changes. The main message of this article is that housing
development program in Indonesia should emphasize on creating a condition that enables the
community to build their own houses (community enabling). A policy that is totally market
oriented and emphasizes on economic efficiency (market enabling) is not abandoned, but should
be develop without sacrificing the aspect of social justice.

L INTRODUCTION

Providing adequate and affordable housing
for millions of the urban poor is one of the
most difficult challenges facing developing
countries with fast-growing urban popula-
tion. In indonesia, it is predicted that every
year more than one million housing units
should be built to meet Indonesia’s housing
demand (Herlianto, 1993). As agreed by the
international community and stated in the
Global Strategy for Shelter in the Year
2000 (GSS), it is the responsibility of alt
government to provide adequate and afford-
able shelter for atl. This commitment was
further strengthened by the Habitat Il Con-
ference in {stanbul, which declared that the
right to housing is part of human rights per
se. The realization of adequate and afford-
able housing for all, however, is not easy.

In Indonesia, while there are many supply
problems it the formal housing sector (both
the public and the private secfors), the
shortfall has been effectively compensated
for by informal or popular settlements', in
the form of kampung’. As argued by Struyk
et al. (1990} kampung settiements have pro-
vided serviceable and affordable shelter for
a majority of Indonesian urban households.
ft is true that many kampung face pervasive
infrastructure problems, especially in regard
to water supply, drainage, and sanitation. In
general, though, kampung have met the ba-
sic needs of millions of urban dwetlers. The
flexibility and the variety of housing ar-
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rangements within the kampung have en-
abled millions of migrants to find accom-
modation in kampung, whether temporarily
or permanently. Further, the social environ-
ment of the kampung has also enabled new
incoming migrants to adapt incrementally
to urban lifestyles.

Despite the very clear evidence of the signi-
ficance of the kampung in Indonesian urba-
nization and development, the government
tends to favor the formal housing sector,
and to direct its assistance to it. Rather than
trying to enhance the effectiveness of the
popular sector, government e¢fforts tead to
create more impediments for this sector; ac-
cess 1o the basic elements of housing deve-
lopment, particularly land and finance,
tends to be limited. It is true that under the
Kampung Improvement Program (KIP), the
government has helped the poor to recetve a
basic degree of minimum housing infra-
structure. It would be wrong, however, to
believe that by itself the existence of a pro-
gram like KIP could sofve all of the
housing probiems of Indonesia.

Many government policies and programs
concerning urban development and hous-
ing, including K1P, continue to be conduct-
ed in a top-down manner and neglect the
potential role that the community can play.
A critical point seems to be that the com-
plexities of kampung issues are poorly us-
derstood. This is particularly true concem-
ing the potency of kampung people for de-
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termining the development process of their
settlernents. Until now, too litte attention
has been given to the challenges and pro-
blems faced by local communities and by
the poor, who are, after all, the most impor-
tant actors in urban and housing develop-
ment.

Itis in this context that this paper is framed.
it attempts to review Indonesian govern-
ment policy on housing and argues that the
future housing policy should be focus more
on informal housing sector rather than the
formal ones. Through extensive literature
reviews, this paper questions the present
housing policy in Indonesia that favor ‘mar-
ket' enabling than ‘community’ enabling.
This paper suggests that more attention
should be given to empower community to
be able to provide their own housing,

fl. LITERATURE REVIEW: BET-
WEEN MARKET ENABLING AND
COMMUNITY ENABLING

As is widely recognized, the idea of the
‘enabling strategy’ was adopted as the main
strategy proposed in the agenda of The Glo-
bal Strategy for Shelter to the Year 2000
{GSS) in 1987. The GSS aims at achieving
adequate and affordable shelter for all, re-

gardless of income, gender, age, and phy-.

sical capacity. From a review of the litera-
ture concerning the strategy, however, it is
apparent that there has been [ittle critical
discussion of the strategy since it was pro-
posed, and the idea of enablement remains
ambiguous. Particularlly important in this
context is that the strategy does not fully
consider the broader socio-political realities
in which it is to be implemented.

In general, such strategies mean the reduct-
ion of direct government intervention in the
housing development process. Further ela-
boration of these strategics, however, tends
to tead in two different directions. The first
emphasizes the enablement of the market to
supply housing (market enabling approach/
MEA) while the second emphasizes en-
abling the community (community enabling
approach/CEA) to control its own housing
process. As these two tendencies have very
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different phitosophical background¢s and
orientations, it is important that planners
and decision makers in developing coun-
tries clearly understand the implication of
favoring or not favoring a particular ap- -
proach (Jones and Ward, 1994; Leaf,
1993a; Pugh, 1994).

Basically developed from neo-classical eco-
nomic theeries, the MEA anaiysis housing
markets in terms of supply and demand. it
is assumed that, as market economies in de-
veloping countries are growing, a market-
based soltution to urban problems, including
that of housing, is justified. This approach
views housing problems as arising prima-
rily from an imbalance between housing
supply and demand. In other words, this ap-
proach implies that if the bottlenecks which
hinder the free market of housing product-
ion by the private sector can be cleared, the
market can work more effectively to deliver
needed housing. In brief, increasing the ef-
ficiency of the housing production process
as a whole will allow developers to go
‘down market’ and provide affordable
housing for the poor (Mayo et al, 1986;
World Bank, 1991, 1993).

Such an approach fits well with the idea of
‘urban productivity,” as proposed by the
World Bank®. As can be seen in several of
the World Bank’s documents conceming
urban development, particularly “Urban Po-
licy and Economic Development: An Agen-
da for the 1990s” (World Bank, 1991), and
“Housing: Enabling Markets to Work”
{World Bank, 1993), the World Bank consi-
ders {and and housing issues within the
context of urban economy. This view
moves beyond housing and residential in-
frastructure and emphasizes the productivi-
ty of urban economy and the need to re-
move constraints on productivity (World
Bank, 1991, 1993).

As argued by Jones and Ward (1992:17)
and also by Baken and van der Linden
{1993), the World Bank thus favors a for-
mal housing industry, developed by the pri-
vate sector, rather than a process of incre-
mental-informal housing development con-
ducted by the popular sector. In other
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words, the Bank is focused on the MEA as
a means of increasing urban efficiency and
productivity, Rather than examining and
exploring ways in which communities can
be enabled to develop and improve their
shelter, the World Bank’s focus is upon
ways in which market can be enabled to in-
crease the productivity of cities. Such a
view does not address the housing needs
and strategies of the poor”.

While it is certain that the market enabling

~approach (MEA) addresses the inefficien-
cies in housing markets, it ignores the socio
-political aspects of such markets, accepting
as a given the large inequalities of capi-
talism. In other words, under this policy
there are no guarantees that special attent-
ion (or support) would be given directly to
the problems of informal settlement—
something that characterized previous
World Bank involvement in site and ser-
vices schemes and wupgrading programs
{Pugh, 1994:160-162). Further, Baken and
van der Linden (1992:75-77) believe that a
self-correcting market has never been
achieved in reality; there are many factors
that contribute to the imperfect and irrati-
onal nature of markets, so that a market ap-
proach in tiself would not guarantee access
to affordable housing for the poor.

As many writings have shown, the tendency
of povernments in developing countries
such as Indonesia to adopt only the market
enabling approach could have detrimental
effects on the popular housing sector. With-
in the market enabling approach, for exam-
pte, there is no need to call specifically for
the state’s direct intervention, in order to
ensure that the poor will have access to af-
fordable and adequate housing. Further,
with the tendency of governments always to
be on the side of capital, the strupgle of the
poor for urban resources, particularly for
land, becomes mote and more difficult.

In brief, if there is one most important
lesson to be gained from this literature
review, it is the idea that promoting the
community enabling approach is not only
useful but also necessary. 1t is necessary in
order to counterbalance the global trends
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which favor the market enabling approach,
and which thereby neglect the needs of the
poor for adequate and affordable shelter. in
other words, the reasons for advocating a
com-munity enabling appreach (CEA) are
many, but the most fundamental reason 1s
based on the ethical consideration that, in
the coun-text of increasing modernization
and the de-veloping global market, the
interests and the needs of poor communities
have increasingly been neglected.

III. THE CONTEXT: HOUSING PRO-
BLEMS IN INDONESIA

Comprise largely of informal settiements or
kampung, but undergoing rapid changes
and development pressures, [ndonesian ci-
ties pose a dilemma for planners and deci-
sion-makers. In what direction should urban
and housing development strategy be deve-
loped and implemented? The policy of In-
donesia’s government toward the kampung
has, for several decades, accepled their de
facto status. This policy has enabled kam-
pung to provide about 80% of Indonesian
urban housing (Struyk et.al,, 1990).

With increasing development and commer-
cialization in Indonesian cities, and a
growing interest among international agen-
cies and bureaucrats in fostering the econe-
mic functions of these cities, however, the
future of Indonesia’s kampung is uncertain.
There is some doubt that the current status
quo policy will be able to serve the future
objectives of urban development in terms of
cfficiency and productivity. On the other
hand, there is no clear answer to the guest{-
ion of whether a more formalized process
of urban deveiopment is likely to reduce
existing economic and social inequalities.

Critical Review of Housing Policy and
Program in Indonesia

It is commonly believed that the Indonesian
Government has comprehensively and suc-
cessfully sofved its urban problems, parti-
cularly the kampung problem, through ifs
widely known scheme called the Kampung
Improvement Program (KIPY’. Looking
more carcfully into the [ndonesian Govern-
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ment’s policies and programs on urban
housing and kampung, however, reveals
that such optimistic views must  be
questioned.

Not only does the KIP itseif contain several
flaws and weaknesses, but also further there
is no indication that the government's poli-
cies and programs on urban development
and housing were based on a compre-
hensive understanding of housing and urban
problems. The following discussion will
show the weaknesses found in KIP, and
also show how the government’s other ur-
baa housing programs were not intentional-
ly directed at helping the poor.

3.1 KIP: Several Weaknesses

Already well known in the literature, KIP is
an infrastructure-upgrading program for the
kampung that focuses upon the installation
and improvement of roads, footpaths, water
supplies, drainage facilities, and sanitation.
It encompasses the idea that the improve-
ment of physical and social facilities in the
kampung would also stimulate the improve-
ment of individual houses and eventually
upgrades the socio-economic conditions of
the community. Several of the program’s
weaknesses, however, are commonly dis-
cussed.

The first common criticism of KIP is usual-
ly of its limited focus, i.c. the physical in-
frastructure of the kampung {footpaths,
drainage and sanitation facilities). it is true
that the program stimulated individual
housing improvements and increased house
values, but it has also led to the increase of
housing rents within the kampung, and
therefore may have forced many of the poor
to leave the kampung. Further, these physi-
cal improveraents also tend to be tempora-
ry; after several years, many of the im-
provements made under the programs have
decayed and either the government or the
communities make no further improve-
ments,

The second criticism of KIP is that this pro-

gram does not have a wider city impact. As
the implementation of this program is based
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on the smallest administrative unit, the ke-
furahan, its coverage is limited to the area
selected annually, based on the government
budget. In other words, this program has
consistently failed to upgrade more com-
plex infrastructure networks, like the water
supplies and sewer systems, which require
city-wide action beyond the kampung level.
Besides, KIP is also criticized for depend-
ing very much on central government fund-
ing and negiecting cost-recovery  issues.
Since its first implementation in Jakarta,
followed by other Indonesian cities, the
funding for this program has been mostly
from the central government.

On top of this, however, KIP has been criti-
cized for not becoming involved in local
communities in any real sense. Although it
is formally stated that the program should
be impiemented with the involvement of
communities, this does not, in practice, oc-
cur. Community participation in the pro-
gram is generally limited and is not institu-
tionalized. This situation has created a fur-
ther negative effect, since communities
consider that the operation and maintenance
costs of such improvements are also the full
responsibility of the government. Since, in
reality, operation and maintenance general-
ly receive a very low priority in the city
budget, many improvements within kam-
pung that were done several years ago are
now in a state of serious decay.

It can be concluded, therefore, that, al-
though KIP has benefited millions of urban
residents, it should not be seen as the only
solution regarding housing issues in Indo-
nesia. It can be considered an ad-hoc solu-
tion that does not guarantec the long-term
prospects of the majority of urban residents.
In other words, KIP fails to develop the ins-
titutional capacity necessary for long-term
development processes in kampung; it even
tends to enhance people’s dependency on
the state.

3.2 Integrated Urban Infrastructure
Deveiopment Program/1UIDP:

Considering that KIP alone could not solve
the magnitude of Indonesia’s urban pro-
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blems, in 1985, the government initiated a
program calied Integrated Urban lnfrastruc-
ture Development Program {IUIDF), With
the main aim of increasing the quality of ur-
ban environments, this program also has the
secondary aim of increasing the capacity of
local governments in planning, managing,
and evaluating the development of city in-
frastructure®. Within a broader context,
then, this program emphasizes decentra-
lizing planning and implementation capabi-
lities and improving coordination at the lo-
cal level.

As there is no comprehensive evaluation of
the strengths and weaknesses of this pro-
gram, it would be unfair to make such an
" assessment ia this study. Three poiats, how-
ever, should be made. First, this program
tends to channel limited local government
resources to the already wealthy urban resi-
dents’. Second, the role of local govern-
ments has been rather more limited than
was expected. Finally, and perhaps most
important, the IUIDP program has also
been accused of neglecting the potential for
community and private sector involverent.
Part of the reason was that the Local Public
Works officials, the executing agency of the
program, may not have been geared up or
ready for community participation. In other
words, the nature of the IUIDP seems not to
be very open to people’s involvement, and
this may hinder the achievement of its ob-
jectives (Devas and Rakedi, 1993).

3.3 Public Housing Sector

Although heavily subsidized, the public
housing sector in Indonesia is not working
very well. {t started in 1976, when the go-
vernment established a National Housing
Development Corporation (Perumnas), with
the matin task of providing low-cost housing
for middle-and lower-income groups, Until
1991, however, with the financial support
of the State Mortgage Bank, the Bank Ta-
bungan Negara (BTN)?, Perumnas had built
only 216,556 units, which means only
about 14,400 units per year. This is consi-
dered a very low number compared with the
units constructed by the private sector
(which started several years later} at about
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992,252 units. In Repelita V (1989-1994),
the government has targeted that Perumnas
could built 122,500 units {about 24,500
units per year); however, in first two years
of operation (1989-1991), Perumnas was
able to build only 17,962 units (Herlianto,
1993). Further, this Perumnas housing also
fails to reflect the equity aspect of housing
development, as most of the housing built
by Perumnas was bought by civii servants.
Due to increasing land prices in many ci-
ties, it has been reported that now Perumnas
cannot continee to build housing (Setiawan,
1993).

Considering that the cheapest housing pro-
duced by the formal housing sector was still
not affordable by the poor, in 1990 the go-
vernment proposed the construction of very
simple housing units commonly called in
Indonesia Rumah Sangat Sederhana
(RSSY’. These are simple housing units of
fifteen square meter of floor area, on a sixty
square meter plot of land. The problem is
that paying for such housing still requires a
regular monthly income and a down pay-
ment, neither of which conditions can be
met by those who work in informal sector
activities with irregular incomes. Further,
the program has alse tended to be used by
some people for speculative purposes. A
study done in five cities in Java found that,
five years after their construction, at least
30 per cent of such housing units had been
re-sold (Sastrosasmito et.al., 1996).

3.4 Private Housing Sector

Although started several years after the pu-
blic housing sector, in terms of numbers of
units built, the private housing sector in In-
donesia has shown significant progress. Up
to 1991, the share of this sector of the total
housing supplied by the formal sector ac-
counted for about 942,352 units, which was
almost four times mare than the number of
units built by Perumnas. The problem is,
however, that the beneficiaries of this
sector’s expansion are mainly the moderate-
and upper-income groups.

Further, the operation of the private sector
has resulted in an increase in land prices
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and a growing the inequality in land distri-
bution (Herlianto, 1993). As is widely
known by Indonesians, the weakness of
land management and regulation in Indone-
sia allows many developers to engage in
vast, uncontrolled land speculation and mo-
nopolization'®,

3.5 " Urban Renewal Programs (Program
Peremajaan Kota)

The urban renewal program is proposed as
a part of government efforts to combat pro-
_blems of urban development and housing.
{ts aim is to increase the productivity of ci-~
ties by revitalizing districts or quarters that
are in decay; particutarly kampung built on
government land. Based on the Presidential
Instruction No. 5/1990 regarding stum re-
newal {Inpres No. 5/1990), this program is
directed particularly at big cities like Jakar-
ta, Bandung, Medan and Semarang, [t was
expected that during the Pelita V {1989-
1994) 140 urban districts could be revital-
ized. However, by the third year of Pelita V
(1992) oniy 32 projects had been realized.
The Ministry of Public Works, particularly
the Directorate of Human Settlement exe-
cutes this program (Cipta Karya, 1992)

As stated in the Inpres No 5/1990, the im-
plementation of this program should meet
both the interests of the urban economy in
general and the needs of the poor for af-
fordable housing. In many cases, however,
especially in Jakarta, such projects tend to
harass the poor. They relocate thousands of
the poor further to the city’s periphery and
remove hundreds of hectares of kampung
that have already existed in the city for se-
veral decades (Dorleans, 1994). In the fu-
ture, more innovative mechanisms that give
more opportunities for communities to de-
termine  the process will be crucially
needed.

3.1 Land Development Program

The above discussion of the government’s
policies and programs related to housing
shows, among other things, that the govern-
ment tends not to approach urban and
housing problems in a comprehensive or
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© structural way. In general, they show the

government’s intention to have more mo-
dernized and formalized land and housing
development, but they have not resulted in
better, more efficient and equal land mar-
kets.

The first effort that showed the govern-
ment’s intention of achieving a more for-
malized and marketable fand supply wasthe
national program on land registration called
Prona (Proyek Nasional Agraria), initiated
in [974. With the main aim of increasing
the percentage of registered land, this pro-
gram was successful in speeding up the
land registration process. Still, it was consi-
dered small-scale, in comparison to the
magnitude of land problems in Indonesia.
As noted by Henssen (1989), only about 15
per cent of land properties in lndonesia
have proper legal titles.

Recently, another program to improve land
tenure, particularly within urban areas, was
launched in cities in Indonesia. {1 is cafled
Proyek Penertiban dan Peningkatan Hak
Tanah (P3HT) and focuses on urban land
within kampung. [n theory, with careful se-
lection of the areas chosen as project areas,
many kampungs will benefit from this pro-
gram. Observations in Yogyakarta, how-
ever, have found that the program’s imple-
mentation has tended to have insignificant
results, particularly due to its the [imited
budget. Further, there are indications that
this program has become subject to mani-
pulation. it was found in Yogyakarta for
example, that this project has also been
used to legalize public land occupied by
government officials,

In the mid-1980s, considering that the exist-
ing urban planning system did not work to
guide urban development and that there
were many impediments to supplying land
for development, the government initiated a
‘land readjustment’ or *land consolidation’
program''. This tand readjustment or land
consolidation program was implemented in
several cities in Indonesia. Evaluation of
this program in Denpasar, however, found
that it had caused several unexpected nega-
tive results. As this program was imple-
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mented in the absence of land price con-
trols, it tended to escalate land prices and
give more opportunities to speculators and
brokers than to land developers and house
seekers. It did not, therefore, serve as an ef-
fective tool for increasing the supply of af-
fordable land. It even created a distoriion m
the fand market and hindered the provision
of land, particularly to low-income people
(Setiawan, 1995).

In order 10 increase revenues from land de-
velopment, in the mid-1980s the govem-
ment introduced a new system of land and
building tax, called Pgjak Bumi dan Ba-
ngunan (PBB)'. In theory, this kind of land
tax can be used as an effective tool in land
management. It can even reduce land spe-
culation, which is commonly seen as the
main obstacle to the effective working of
land markets. This PBB, however, was not
intentionally designed for this purpose.
Rather than being consciously designed to
improve the working of land markets, it
was used mainly to increase government re-
venues. Further, lack of an administrative
system, combined with confusion in land
ownership, made it difficult to cover al tax
objects.

Clear evidence of the government’s orien-
tation toward more liberalized land markets
was the issuance of several government re-
guiations in 1993, known in Indonesia as
Paket Oktober 1993 (Pakto 1993). These
were part of a ‘deregulation’ program, di-
rected at removing many of the impedi-
ments to the investment process in lndone-
sia (BPN, 1994)". 1t is clear that this me-
chanism was directed at facilitating land
commercialization, and that it gave more
power to developers to execute tand trans-
actions.

{V. CONCLUSION AND RECOMMEN-
DATION

4.1 Conclusion and Theoretical Impli-
cation

Housing theories and studies have traditi-

onalfly been concerned with the physical as-
pects of housing or settlement patterns. In
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general, such housing theories and studies
were directed at developing housing stan-
dards, and took the perspective that housing
was defined merely as ‘shelter’ and should
conform to some sort of physical and archi-
tectural standards. This tradition altered
quite fundamentalty when, in the 1960s,
Turner promoted the idea of housing as a
verb or process, and argued the importance
of considering the social aspects of housing.
However, studies following from Turner’s
thesis, however, commonly neglect the rela-
tionship between housing and broader soci-
al issues, such as social welfare, power rela-
tions, equity and social change. It has been
argued, therefore, that the concept of self-
help as individual effort tends to reinforce
the status quo and works against social
change or progress (Ward, 1982; Mathey,
1992).

Challenged by this situation, Castells
{1977, 1983) and Burgess (1978, 1982,
1985a) proposed Marxist perspectives for
analyzing and theonizing about housing
(and urban) issues; they argued that housing
studies and housing policy should be
framed within the context of power refa-
tions. Burgess argues that the practice of
self-help may improve the physical stan-
dards of a settiement, but that it cannot gua-
rantee any raising of people’s political
consciousness. He interprets seif-help
housing as ‘double exploitation,” because it
forces the poor to rely upon their own ef-
forts to shelter themselves. In other words,
this situation allows the government to es-
cape responsibility for the welfare of soci-
ety. The main aftack in Marxist writings
concerning housing problems is usually di-
rected at the state, which, according to the
Marxist view, fails to serve public interests,
particularly those of the poor, and tends to
be the agent of capital.

From this perspective, Castells proposes
that new strategies in urban social move-
ments should be directed, not only at
making economic demands on collective
consumption (in the case of seftlement up-
grading this is the demand for physical im-
provements); instead, such strategies must
represent something more: that is, a call for
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Table

Summary of Assessment Concerning Indonesian Government’s Policies
and Programs on Urban and Housing Development

pects of kampuag (basic infra-
structure)

Executing agency: PU

No fegal backup

Policies/programs Description Assessment
1. Kampung Tmprovement | Started in Jakarta in 1969 Limited oaly to the physical
Program (KIP) Aim: Improve the physical as- | elements and neglects socio-

ECONOMIC issues
Poor operation and
nance

Low cost recovery
Top-down; little  community
participation
Ad-hoc approach;
house rents

Does not guarantee the long-
term future of kampung

mainte-

Increased

2. Intcgrated Urban Infra-

Started in 1985

Depends upoa central gov't.

Structure Development Pro- | Aim: decentralization of urban funding
Jject {(IUIDP} infrastructure  developrnent and | Not in accordance with the
increasing the locai govem- master plan
ments’ capacities Served mostly wealthy urban
residents
Community involvement is
limited
3. Public Housing  Sector | Started in 1976 Heavily subsidized, but small
(Perumnas) Target: low ircome groups achievement
Not accessible for informal
sector workers:
Served only a small segment of
society

Contributed small % of
housing demand

Locations sre too far from
urban centers

4. Private Housing

Started in the late 1970s
Utilizing commercial bank

Served not mote than 15% of
housing need

Benefited only middle & upper
income groups; Increased land
speculation & monopolization

5. Urban Rencwal

Started in {990 under Inpres
No.5

Atm: urban productivity and
revitalization,
Target: kampung located on

Gov’t land/squatter settiemnents

Top-down approach
Lack of community involve-

ment
Needed big investment

Caused gentrification
Destroyed the existing social
institution.

6. Land Development Pro-
grams

Consisted of several instruments
such as: Prona; P3IHT. Land
Readjustment; Pakto ‘93

Caused more land speculation
& accumnulation; Tended to be
ad-hoc, no legal backup
No cost recovery
Created distortions  in
market

land
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Starting in the 1980s, withthe development
of the so-called ‘global market’ and the
adoption of ‘structural adjustments’ sup-
ported by many international agencies, the
housiag issue has been viewed mainly as an
economic issue. The World Bank’s policy
on urban and housing development, for
example, clearly advocates integrating
housing into the wider urban economy, and
deveioping both the housing sector and the
urban economy as vehicles for promoting
general economic growth and productivity.
" From this perspective, housing studies and
policies have therefore focused on the eco-
nomic aspects of housing; they assume the
existence of a perfectly competitive housing
market, in which supply will respond to de-
mand unless there are particular constraints.
Many scholars have criticized this trend, re-
ferred to here as the market enabling ap-
proach, for neglecting the sociological and
political dimensions of housing.

This paper is framed within the context of
the historical development of housing stu-
dies and theories briefly discussed above. It
argues that housing issues are basically
complex, involving not only economic but
also socio-political factors. Efficiency in
housing production, as promoted by the
market enabling approach (MEA)} is, of
course, importaat. At the same time, how-
ever, social considerations in the formula-
tion of housing policies should not be ne-
glected. It is from this perspective that the
community enabling approach {CEA) for
the popular housing sector should be deter-
mined; however limited its results, it should
be implemented as part of a broader agenda
of social equity.

4.2 Policy Recommendation

It can be concluded from the above discus-
sion that, despite the clear significance of
kampung for Indonesian society, the indo-
nesian government continues to favor the
formal housing sector and to direct its as-
sistance to it. This kind of policy ignores
the socio-political aspects of housing mar-
kets, and accepts the large social and eco-
nomic inequalities of capitalism as inevita-
ble; social considerations that are vital to
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the formulation of urban and housing poli-
cies have thus been neglected.

With increasing development and commer-
cialization in Indonesian cities, and grow-
ing interest among international agencies,
policy makers, and bureaucrats in fostering
the economic functions of these cities, the
social considerations of urban and housing
development couid be neglected. It is with-
in this context that this paper argues the
crucial need for giving more attention on
the equity aspects of urban and housing de-
velopment. From this, this paper will now
suggest several policy and planning recom-
mendations for [ndonesia.

4.2.1 General Housing Policy

The first lesson derived from this paper is
that the government of indonesia should
give more attention to the effectiveness of
the informal settlement or kampung, which
continue to provide serviceable and afford-
able shelter for the majority of urban resi-
dents. The tendency toward favoring the
market enabling approach should be care-
fully reevaluated, as it does not properly
address the social considerations necessary
for housing policy. From the perspective of
community enablement, programs such as
KiP should be reformulated to include
much more comprehensive community de-
velopment programs (human and economic
development), as well as stronger and more
meaningful community participation.

4.2.2 Developing a fair, transparent ar-
ban development mechanism.

The second important lesson is that the In-
donesian government shouid direct its ef-
forts at developing fairer, mote transparent
and democratic processes for urban and
housing development. Urban development
is based upon more than an economic ratio-
nale, and involves many complex socio-po-
litical factors. This suggests that more
transparent and fairer urban development
mechanisms, which guarantee the involve-
ment of all parties, including kampung peo-
ple, are not only important but also neces-
sary.
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4.2.3 Careful reformation of the formal
legal framework for urban and
housing development.

With respect to the second lesson, the third
lesson for policy is concerned with efforts
to reformulate the legal framework, the
laws and regulations conceming urban and
housing development. The fact that reguia-
tions concerning housing and land develop-
ment are unable to solve present problems
suggests that we should carefully re-exa-
mine both the philosophical basis, as well
as the implementation of these laws and
regulations. In this context, it is crucial that
efforts to formalize and legalize urban and
housing development mechanisms should
be carefully conducted, in accordance with
the social, cultural, and political contexts of
Indonesian society. :

4.2.4 Reorienting planning theory and
’ practice. ‘

The fourth lesson we can gain from this stu-
dy is that planners in Indonesia should
clearly understand that urban and housing
devetopment is basically a socto-political
process. The role of planners, therefore,
should go beyond merely mapping out the
physical layout of the city, working for the
state and articulating the state’s interests.
They must deal with broader socio-political
issucs of urban development, and act to fur-
ther values of equity, justice and democra-

cy.
4.2.5 Community empowerment

Finally, and most importantly, the commu-
nities themselves should learn and clearly
understand that they have to empower
themselves. As urban growth continues and
requires even more land for commercial
purposes, the kampung, which now comp-
rise the majar part of urban areas, will be-
come the main victims or targets of urban
development. With increasing external and
internal pressures on kampung, kampung
communities should be aware that their fu-
ture very much depends on their ability to
establish solidarity among their members
and to negotiate with external agencies. In

Val.12, No.4/Dessember 2001

other words, it is very important to maintan
and strengthen the sofidarity of kampung
communities, since they safeguard the inte-
rests of the majority of the urban poor.
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! in this research, the term ‘informal’ or ‘popular’” settiement and self-help housing are used
interchangeably. In brief, both terms refer to housing or settlement development that is executed outside
the procedures and regulations developed and imposed by the state, and is produced by both individuals
households and communities without reliance on either government or private funding institutions.

2 The term kampung itself is problematic and need further explanation. In this article, however, the term
kampung is defined as typical informal settlemeats in urban areas in indonesia. [t should be noted that in
the indonesian lanpuage no letters are added to nouns o indicate a plural form. 1 have not anglicized such

words by adding —s for the plural.
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3 As many have been aware, the influence of the World Bank on urban and housing policies in developing
countries should not be understated. (Pugh (1994: 159) argued that, stnce it entered the field of low-
income housing projects in 1972, the Bank has exerted a powerful influence on the development of
housing theory and policy. It should be noted, however, that expenditures by intemational aid and finance
organizations are quite fow. Only | percent of the United Nations total grant-financed expenditures in
1988 went on human settiement. In 1991, loans from the World Bank and the International Development
Association for urban development and water suppty and sewerage amounted to only about 5.5 percent of
their total lending (Sitarz, 1994).
1 Further detailed evaluations and criticism concerning the World Bank agenda on urban productivity can
be seen in writings by Baken van der Linden (1992, 1993), Pugh (1994), Jones and Ward (1994); while
replies are presented by Malpezzi (1994); Cehen and Leitmann (1994); Wegelin (1994); and Lee, B. K.
1994}
g As documented by Steinberg (1992: 364), since it was first lauached in Jakarta in 1969, the program has
reached about 8.7 million urban residents, in at least 427 cities throughout Indonesia. It has improved the
physical appearance of about 36,225 hectare of kampung areas, not 10 mention its possible positive
impact on the economy of kampung dwellers.
& This program covers seven major service components, which fall under the Directorate General of
Human Settlement (Ditjen Cipta Karya) in the Ministry of Public Works. These seven major services are:
(1) spatial urban planning; (2} water supply); (3} sewerage, human waste; (4} drainage and flood control;
(5} urban roads; (6) MIP {(market infrastructure tmprovement program); and {7} KIP, or housing
7 Data from 43 secondary cities in Indonesia reveal that the housing sector (in the form of the KIP
program) in this IUIDP program comprised only a very small percentage at about 8.5 percent. The biggest
part was allocated for urban infrasteucture at the city-wide level beyond the kampung areas such as water
supply (36.6%), urban roads (27.4%), drainage and flood control {13.8%), solid wasté (8%), and human
wasle (5.8%). In Yogyakarta, for example, despite the fact that kampung areas comprisc about 70 percent.
of the total city arez, between 199(3-1995 the total budget for the KIP component within the [LJIDP
package was only about 9 percent (YUDP, 1991).
8 BTN itself shows how some discrepancies have occurred in the public housing sector in Iadonesia.
Rather than serving the majority of the urban poor, however, BTN served mostly those who have already
enjoyed the benefits of development. As documented by Struyk et. al. In 1987-1988, the value of
subsidies embodied in BTN loans was about 117 bitlion rupiah, compared to about 37.5 billion rupiah in
the Kampung Improvement Program.
® The housing target for Repelita V, for example, includes the construction of 500,000 RSS housing units
which will largely built by private developers. Private developers, however, feel that there are increasing
difficuities in sccuring land at prices which still allow-a reasonable profit margin for them, given that the
prices for low income housing are still fixed by the government.
12 This is particufarly clear in the case of increasing numbers of large-scale deveiopments around Jakarta,
which cover not only hundreds of hectares, but thousands of hectares. As documented by Firman and
Dharmapatni (1994), in total the amount of land requested for housing development in Jakarta over the
fast {0 years has reached 60,000 hectares.
1l The idea was to follow the model of several Asian countries, notably Korea and Japan, which fand
successfuliy utilized this mechanism to support the rapid process of urban development. Three main aims
were set for this program: (1) to increase land supply and overcome delays in development; (2) to use
development profits to finance public scctar utilities, such as roads; and (3) to provide profits to private
land owners. '
12 This replaced the previous household tax ({PEDA) and was administered directly by the Ministry of
Finance, through the PBB office (Kantor Kas PBB) in each kabupaten and kotamadya Local
governmenis are, therefore, passive recipients of the program and receive about 65 percent of the total tax
collected by the PBB office.
13 Focusing on land and building permit reguiations, the Pakto 1993 places more responsibility to manage
the investment process at the Kabupaten and Kotamadya levels. This simplifies the investment process, as
previously a team consisting of several government agencies, both at the Kabupaten and provincial leveis
issued location permits.
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