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Abstract:	

Under	 the	 Jakarta	 Urgent	 Flood	 mitigation	 Project	 (JUFMP)	 of	 Jakarta,	 many	 of	 the	 kampung	
residents	are	at	risk	for	being	uprooted	from	their	 current	homes	and	resettled.	While,	 the	laws	of	
Jakarta	do	not	mandate	providing	compensation	for	land	and	loss	of	livelihood	due	to	resettlement,	
all	kampung	residents	are	provided	with	the	option	of	being	resettled	in	a	new	low	income	housing.	
However,	this	kind	of	a	resettlement	serves	as	an	economic	and	social	shock	as	residents	 lose	their	
home	and	their	livelihood.	 In	this	paper,	we	propose	that	the	financial	 inclusion	model	in	Indonesia	
be	 integrated	 with	 the	 current	 resettlement	 framework	 i.e	 the	 households	 that	 are	 at	 risk	 of	
relocation	 be	 encouraged	 to	 open	 bank	 accounts,	 save	 and	 have	 the	 option	 of	 getting	 credit	 and	
insurance	 at	 an	 affordable	 rate.	 Being	 financially	 included	 would	 increase	 the	 resilience	 of	 the	
communities	to	deal	with	the	shock	of	resettlement,	at	the	same	time,	allow	them	to	easily	meet	the	
financial	demands	of	resettlement	(paying	rent	and	utilities).	The	possible	 limitations	for	this	policy	
have	also	been	 considered	but	we	strongly	believe	 that	 the	 eventual	 gains	 for	 the	 community	and	
residents	make	this	a	strong	policy	consideration.	
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1. Background 
 
Since 1950, Jakarta has experienced the phenomena of explosive population growth. 
Migrants flooded to Jakarta for economic reasons and in search of employment, bringing 
pressure to bear on housing.  Growing numbers of migrants took to informal housing in the 
form of squatter communities, known as kampungs, along the 13 riverbanks crisscrossing 
the city of Jakarta.  The dense riverside settlements have added huge pressure on the 
environment, traffic and air quality as the rivers are choked with human waste and 
garbage, creating serious health threats.  Although Indonesian law forbids settlements 
along riverbanks which serve as water catchment areas, 3.5 million settlers continue to 
house themselves there as the only means of housing they can afford in Jakarta (Irwan, 
2015). 
 
 

 
The kampung residents living alongside the Ciliwung River in Bukit duri. 

 
 
2. Challenges facing riverside community 
 
2.1. Flooding 
 
Flooding is a chronic problem in Jakarta.  While kampung residents have grown 
accustomed to the floods that feature as part of every wet season, the intensity and 
frequency of flooding has severely increased in recent years.  The impact of the floods has 
been aggravated by the massive urbanization currently taking place in Jakarta.  The most 
recent large flood in Jakarta took place in 2013 resulting in 20,000 people being evacuated 
and 47 people killed.  Furthermore, the transportation system suffered severe disruptions 
with many roads blocked by the floods, forcing many businesses to shut down in the 
capital (Wikipedia, 2017).  The communities around the 13 riverbanks in Jakarta are at 
high risk to be affected by the floods, especially Ciliwung River which is the dirtiest river 
cutting across Jakarta.  Therefore, managing the floods in many kampungs such as Bukit 
Duri and Kampung Pulo is considered to be a great challenge mainly from the financial 
aspect that the communities and the government is facing. 
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3. Jakarta Urgent Flood Mitigation Project 
 
The Jakarta Urgent Flood Mitigation Project (JUFMP) was launched in 2013 to reduce 
runoff, waste contamination and flood prevention along the Ciliwung river.  The 
operational plan includes the widening of the river to a minimum width of 50 metres, 
include greenery and low-cost river transportation for the public. To make way for this, 
34,000 residents from the various riverside communities across Jakarta are due for 
eviction from their current homes, according to the Resettlement Policy Framework (van 
Voorst & Padawangi, 2015). 
 
3.1. Problems with Jakarta Urgent Flood Mitigation Project (JUFMP) 
 
3.1.1. Eviction 
 
Even though the JUFMP is good for the flood mitigation of the city of Jakarta, there is 
strong resistance from the riverside communities.  Resistance stems from residents who do 
not wish to move into rental housing that is located on a different site, fearing disruption 
of their social networks and livelihoods.  There are also issues of those residents who have 
formal and informal title deeds to the land without adequate compensation, notice or due 
process. 

 

 
The affected households from the JUFMP. Many residents have had to vacate their homes with limited notice or 

preparation for resettlement. 
 
3.1.2. Rent and Livelihood 

 
After eviction of residents from the Ciliwung riverside communities, such as Kampung 
Pulo, the local government offered resettlement as compensation for only 500 families 
from the affected community.  The resettlements were in the form of 500-rental 
apartments located within the neighborhood.  However, most community resident families 
are relocated to other public housing units in the outskirts of Jakarta.  Although, the 
rental apartments were nearly in the same neighborhood area of the affected community 
they were very small in size compared to the previous houses of the community residents, 
about 30m2 units with only 2 bedrooms and bathroom that should be shared by a family of 
at least 5 members.  In addition, to the size of the apartment residents also faced an 
additional burden of paying the rent of the apartment.  This poses a challenge for some of 
them as they have to pay around 300,000 rupiahs (SGD25) per month in addition to the 
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payments for water and electricity.  Some residents are required to pay around SGD50–
SGD100 per month for the first time – given that they were living in their own houses 
(depending on the usage of water and electricity), while for the rest the new rent was a 
significant increase (Kompas, 2015). The monthly rent is considered extremely high taking 
into consideration that their income is massively decreased due disruption of destruction 
of their sources of livelihood.  Most kampung residents are engaged in informal work based 
out of their houses, such as cooking and selling different kinds of street foods, or raising 
poultry.  These kinds of activities are not accepted and difficult to continue in the new 
housing buildings.  These negative impacts reflect the poor design of the apartments 
which did not take in consideration the livelihood of the riverside community and the 
impact on their social and financial condition from changing the living environment 
(Wasono, 2015). 

· 
3.1.3. Legal aspects: land ownership & compensation 
 
The existing legal system in Indonesia justifies eviction without adequate compensation, 
and in certain cases, without any compensation.  Though the right of ownership is 
guaranteed for every citizen in Law No.5 of 1960, also known as the ‘Basic Agrarian Law', 
the government can expropriate any private land if its objective is for public interest.  
Law No.2 of 2012, which amended the old regulation, Presidential Regulation No.36 of 
2005, stipulates the government's method of eviction and compensation.  While Law No.2 
considers residents’ interest better than the old regulation, even in this new regulation, 
resettlement without compensation is permitted (Law No.2 of 2012, s.36).  In this law, 
where to resettle is decided based on the amount of the compensation which is calculated 
by the Appraiser that the Land Agency determines. In practice, the appraisal generally 
ignores non-physical values like social interaction and society [Pabassing, et al., 2016]. 
 
Residents who do not have land ownership are not entitled to attain any compensation 
under the existing law.  Moreover, they are regarded as just squatters and subject to 
criminal penalty (Law No.51 of 1960) regardless of how many years they had lived there or 
if they are entitled to register land ownership because of acquisitive prescription.  While 
it is legally possible for people to register land ownership and become a true right holder 
(then, they can attain compensation). However, not all people living in kampung are 
entitled to register.  In addition, even if they are entitled, it is difficult in practice for 
them to register because registration involve transaction costs that are beyond the reach 
of the poorest people, such as the requirement of acquiring a land use permit, a building 
permit and a building use permit to reside legally, thus discouraging them from registering 
[Reerink, 2011]. 
 
3.1.4. Stakeholder response  
 
Media, political networks and non-governmental organizations (NGOs) have played a 
critical role in reporting the Governor's actions, particularly the use of violence for 
eviction and lack of participatory process to consult kampung residents (van Voorst & 
Padawangi, 2015).   The non-governmental organisation Ciliwung Merdeka stated that 
President Jokowi had previously visited the kampungs while he was Governor and spent 
time with the community leaders almost weekly discussing the reason for resettlement 
and alternative housing, and had accepted an alternative plan for housing design 
called ‘Kampung Susun’.  Ahok, who took over from Jokowi as the Jakarta Governor took a 
different approach, cancelling the plan.  In July 2015 Governor Ahok promised Kampung 
Pulo residents they would be moved to subsidised apartments to be built in the same 
neighbourhood and compensations for residents whose land are affected by the river 
widening project.  However, the plan too was changed a week later with immediate notice 
for 'illegal' settlers to be evicted without compensation (van Voorst & Padawangi, 2015). 
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The NGO Ciliwung Merdeka (CM), established in 2000, played a great role to support the 
riverside communities of Kampung Pulo and Bukit Duri and to act as a bridge between the 
community and the government.  Their main target was to improve the quality of life for 
the riverside communities through the provision of free medical and dental services, social 
activities, education and training activity.  CM also supported the community to resist the 
forced eviction by increasing awareness of the community about their rights and the 
importance of community participatory. They facilitated the development of an 
alternative to the eviction, the vertical houses called Kampung Susun.  In case of the 
eviction of Kampung Pulo community, the process of choosing this solution and even the 
way of implementing the solution cannot be considered as any way of community 
development as the government totally ignored the efforts of community to be involved in 
solving the problems and sharing the responsibilities. 

 
4. Problem definition 

 
As per current Indonesian law, kampung residents, who are being relocated as part of 
JUFMP, are not given any cash compensation and are required to pay rent and utilities in 
their new housing.  However, since the resettlement compromises their livelihood, it 
results in their incapacity to sustainably meeting their new financial demands. 
 
 
5. Policy Alternatives 
 

In order to mitigate the effects of loss of income from livelihoods and to provide a more 
sustainable living option for residents affected by the resettlement, we considered the 
following policy alternatives: 

 
5.1. Modifying the existing legal framework: compensation & land registration 
 
The important problem to be solved is the current legal system that makes it difficult or 
almost impossible for poor people living in kampung to obtain the right of ownership.  To 
deal with the problem, more assistance for poor people is required.  The government 
should expand the eligibility of exemption regarding paying registration fee for poor 
people.  In addition, the procedure to secure a land title should be simplified and more 
transparent.  As the Basic Agrarian Law stipulates, the right of ownership should be 
“strongest and fullest right one can have on land”, so it should be free in principle for 
residents to construct and reside where they have land ownership (only minimum 
regulation such as regulation for securing safety of building is needed). 
 
Regarding land acquisition by government, residents living in kampung should be treated 
differently from just squatters even if they lack an official land title deed.  Considering 
the history that the government recognized kampung for long years but did nothing, the 
government should give them a certain kind of right to live a life that meets certain basic 
standard. 
5.2. Setting up a national autonomous agency in charge for all resettlement process. 
 
The nature of resettlement is such that it involves different agencies or units, and weak 
coordination can result in breakdown or delay of resettlement activities (World Bank, 
2004).  The coordination challenges in Jakarta between the local government and Public 
Works Ministry have contributed to some of the problems highlighted, including short lead 
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times provided for resettlement, failure to conduct community consultation and set up a 
grievance mechanism.  Various stakeholders interviewed have highlighted the lack of a 
coordinating body overseeing the resettlement of households that are due to be evicted as 
part of the JUFMP. 
 
The nature of resettlement is such that it requires the involvement of different actors to 
establish and run activities including drafting the resettlement plan, providing 
compensation (in this case, rental housing), community disclosure and consultation, 
setting up grievance mechanism or income restoration.  The World Bank’s review of 
various resettlement projects has highlighted the success of strong implementing 
agencies, that were already established prior to the resettlement, which are well staffed 
and have an adequate budget. 
 
A National Resettlement Unit would provide the oversight and coordination required to 
serve as a “core office” (World Bank, 2004).  Manuals on how to most effectively conduct 
resettlements exist, prepared by both the World Bank and Asian Development Bank, and 
they highlight the importance of institutional arrangements.  A dedicated resettlement 
unit is required for adequate planning, implementation and monitoring of the 
resettlement, as well as to ensure the participation of relevant government offices, civil 
society organizations and project affected people – PAP (ADB, 2012).  It must also be 
conferred with the authority to be able to coordinate other resettlement-related actors, 
including ministries.  Having a dedicated office or unit for resettlement matters would be 
beneficial not only to improving the implementation and timing of the resettlements 
(which are estimated to require 9 months at a minimum), but it will ensure appropriate 
monitoring of the impact of resettlement long after the relocation, and will allow for the 
timely involvement of required expertise. 
 

5.3. Financial inclusion 
 
In 2012, the government of Indonesia set out a national strategy for financial inclusion 
with a view to address poverty reduction, financial stability and economic growth. It 
defines financial inclusion as “the right of every individual to have access to a full range of 
quality financial services in a timely, convenient, informed manner and at affordable cost 
in full respect of his/her personal dignity” (Indonesia, 2012).  Financial inclusion connects 
the poor with economic opportunities.  For example, a small-scale entrepreneur cannot 
scale his business without credit or, a jewellery maker cannot take an order from a 
customer that can only make an online transfer. There is no doubt that lack of access to 
financial services affects people’s ability to improve their lives. A household survey 
conducted by the World Bank, showed that only 49% of the population in Indonesia has 
access to formal banking sector. Additionally, one–third of the Indonesians do not save at 
all and are considered financially excluded (World Bank, 2010). 
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This figure (taken from the WorldBank report, 2010) points to an important weakness in the banking system, 

less than half of the population saves in the bank and that majority of these save informally. 
 
While the exact estimates for Jakarta’s kampungs are missing, almost 73% of residents at 
Kampung Karet Tensin have a steady source of income that earns them more than the 
equivalent of US$1 per day.  However, only 22% work in the formal sector.  Even fewer are 
considered to have “shock-proof” jobs where employment is likely to be permanent and 
the prospect of lay-offs slim. (McCarthy, 2003) In our conversation with an NGO (Ciliwung 
Merdeka), the estimates for Bukit-Duri were close to 90% employment in the informal 
sector. 
 
Recommendation 

Keeping these factors in mind i.e lack of savings and high informal employment, it is clear 
that kampung residents are inadequately prepared to meet the financial demands of 
resettlement.  We therefore recommend that the kampung residents who are going to be 
relocated should be identified and financial literacy services should be provided, along 
with assistance with opening a bank account.  The pre-existing financial inclusion model 
can be adopted to bolster the resilience of the communities in dealing with changes in 
livelihoods and income arising from the resettlement process. 
 
Financial inclusion would be a part for a longer-term program that could evolve to include 
a complete income restoration component. Income restoration can include occupational 
training, employment, directed credit, small business and enterprise development for job 
creation (ADB, 1998).  Best practice indicates that the development of bespoke income 
restoration programmes, tailored to the socio-economic profile of the community, work 
best.  Furthermore, it can be argued that it will prevent the necessity of future livelihood-
support interventions (World Bank, 2004). 
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6. Assessment against criteria 
 
We consider the 3 alternatives against the following criteria: 
Effectiveness: extent to which policy alternative’s output achieves the ultimate policy 
goal (impact); 
Political acceptability: the extent that the policy alternative and its outcomes will garner 
the necessary support from the current political, and more specifically the current 
Governor; 
Sustainability: the extent to which the output of the alternative will constitute a long-
term solution to the problem. 
 

 

Legal framework National agency Financial inclusion  
Effectiveness 1 3 3 
Political acceptability 1 2 3 
sustainability  2 3 3 

 
Legal Framework 
 
The process of modifying a law is long and arduous for the government, and would not 
likely come into effect in time to benefit the residents slated for resettlement as part of 
JUFMP.  Even if the Ministry of Public Works works on a draft, it still needs to obtain the 
approval of all ministries and then needs to be adopted as 5 years legislation plan 
(PROLEGNAS) by the Indonesian State Secretariat (SETNEG) to submit the bill to the 
parliament (Article 19 and 45, Law No.12 of 2011).  In addition, all bills submitted by the 
government must be accompanied by academic documents (Article 48(1), Law No.12 of 
2011). Tangible cost includes commission expenses for academic documents.  Given the 
current application of the resettlement law (which only consists of compensation in the 
form of a rental flat), resistance on the part of the government is expected, making 
political acceptability a problem and hindering smooth implementation.  As for benefits, it 
is true that sustainability of legal action is high since it is difficult to reverse the 
amendment once it is amended.  However, while the effect of changing the law will allow 
tenants with legal land titles to receive compensation, the benefits of this may apply to a 
small proportion of kampung residents who would qualify.  However, for those people who 
qualify for compensation, the monies received may support the affected people to 
purchase a property or at least pay rent during a short period.    
 
National Agency 
 
A dedicated national agency specific to resettlement will be able to coordinate all 
resettlement activities related to (JUFMP) and follow best practice in resettlement, 
including financial inclusion as well as supporting community consultation.  We believe 
that political acceptability for this option is relatively high, given President’s Jokowi’s 
previous experience with resettlement and the current discontent over recent relocations.  
However, there might be pushback from local agencies under the current Governor, who is 
the authority behind recent resettlements and stands to lose their status and authority in 
this regard.  Experience in China indicates that the effectiveness of the resettlement lies 
in part with having a coordinating body involved in all levels of the resettlement.  The 
main benefit of this approach is that the resettlement constitutes a key part of the 
project, rather than an inconvenient obstacle to be removed so that the project can 
continue.  The outcome includes responsiveness to community concerns, complaints 
addressed in a timely manner and efficient distribution of funding (Liu & Bennet, 2008).  A 
national agency will ensure that all resettlements are closely monitored to determine the 
performance of the different activities such as financial inclusion and income restoration - 
making this an effective option as well as sustainable in the long-run - as well as highlight 
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and lobby for policy or legislative amendments.  However, this will be balanced with the 
tangible set-up costs (time and money) required to recruit and set up the agency.  
 
Financial inclusion  
 
The alternative of developing a financial inclusion programme has proven effective in 
improving community resilience.  Improved savings ensure that community residents can 
build resilience with respect to shocks such as resettlement (Haworth, et al., 2016).  
Additionally, access to insurance is a key determining factor enabling rapid reconstruction 
and economic recovery after extreme weather events (World Bank, 2012).  Another 
benefit is low credit interest rate.  Generally, Kampung residents are known to use non-
traditional services such as money lending where interest rates can be extremely high, 
discouraging investment in adaptive capacity.  Being financially included means that 
residents can now take credit at low interest rates and it does not add to the burden of 
debt. (Haworth, et al., 2016). Financial inclusion also gives rise to improved economic 
activity.  For example, a study in Mexico showed that the rapid opening of opening of bank 
branches led to a 7 per cent increase in overall income levels relative to similar 
communities where no branches had been opened (Cull, et al., 2014).  While these are 
some of the tangible benefits, the intangible benefits include greater well-being.  A study 
in South Africa showed that expanding access to consumer credit led to increased 
borrower well-being: income and food consumption went up, measures of decision making 
within the household improved, borrower’s status in the community improved, as did 
overall health and outlook on prospects and position (Cull, et al., 2014).  In terms of 
political acceptability, we believe this is an acceptable alternative given the reported 
negative impact of resettlement on large swathes of Kampung residents, specifically since 
the loss from livelihoods would be mitigated by adopting this alternative.  President 
Jokowi believed that stimulating financial inclusion is a way to provide financial help to 
poor people is a crucial factor to achieve sustainable growth of the economy (Gupta, 
2015).  Therefore, the National Strategy for Financial Inclusion (NSFI) has been formulated 
as legal entities in Presidential Decree No. 82 Year 2016 regarding National Strategy for 
Financial Inclusion (Rijanto, 2016).  Overall, the economic and social benefits of financial 
inclusion make it the best-suited alternative for mitigating the effects of loss of livelihood 
for kampung residents affected by resettlement. 
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7. Policy Recommendation  
 
To achieve the eventual outcome of restoration of livelihoods affected by resettlement we 
envision a two-phased project.  Phase 1 (Pre-resettlement): Financial inclusion & Phase 2 
(Post – resettlement): Income restoration (refer to appendix A for more information).  
Considering the criteria analysis, our policy recommendation focuses on phase 1 i.e 
providing immediate support to livelihoods by setting up a financial inclusion programme.  
Information on phase 2 can be found in Appendix A.  
 
PHASE 1: Pre-resettlement  
 
The current resettlement framework being followed in Jakarta is constrained by its legal 
and political framework.  However, there is no doubt that the process is undermining the 
communities in various ways. Specifically, its effects on livelihood coupled with financial 
demands of rent and utilities post resettlement leaves the community impaired.  
Additionally, communities on the ground argue that they are given no information on when 
they will be relocated making it harder for them to plan for the same.  This process is 
deemed un-participatory and unfair by communities and civil society leading to clashes 
between residents and government authorities.  
 
Our recommendation is focused on mitigating the effect of resettlement by building 
community resilience via a financial inclusion model. Here the concept of resilience is 
important to consider, we use the following definition of resilience “the capacity to 
prevent or mitigate losses and then, if the damage does occur to maintain normal living 
conditions as far as possible, and to manage recovery from impacts” (Buckle, 2000).  
Specifically, we mean the capacity of the communities being resettled in trying to restore 
their livelihoods post the loss from resettlement.  
 

7.1. Strategy for implementation:  

7.1.1. Setting up the financial inclusion process 

a) Identify target groups 

Approximately 34,000 individuals will be affected i.e those that live along the riverbank of 
Ciliwung (reference from NGO Ciliwung Meredeka). These individuals should be prioritized 
to undergo the financial inclusion training program. For this, the guidelines included in the 
National strategy can be followed. For example, the community centred strategy requires 
identification of target groups facing constraints to access financial services. The strategy 
explicitly targets groups with the biggest need whose financial services are not met; they 
are placed in three categories (low-income poor, working poor/productive poor, and near-
poor). Lack of resources limits the ability of the working poor to expand production or 
improve productivity and income” We believe that as most residents in kampungs are 
employed (in the formal sector) they would be included under the target group of 
“working poor/productive poor” (Anon., 2014). 
 
b) Undergo financial training 
 
Once these residents have been identified and classified in the target groups, they can 
now undergo support and training. Under the NSFI, the pillar of financial Education aims to 
increase public knowledge and awareness on financial products and services that are 
available in the formal financial market, consumer protection aspect, and understanding 
on risk management (Anon., 2014).  The strategy also states that for the target groups (e.g 
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working poor/productive poor), financial education will also include a campaign to 
promote savings culture along with financial literacy training.  We believe that this 
campaign and training will strengthen the residents ability to successfully save and access 
various financial services.  
 
c) Tracking Outcomes 

Once residents have undergone the training and been introduced to banking services, it is 
important to track how many are opening accounts and saving.  We propose that the 
government be open with the residents on the purpose of saving i.e. to mitigate the effect 
of livelihood losses from resettlement. Residents’ savings should allow them to pay the 
rent and utilities from their savings for a minimum of three months so that residents have 
time to better prepared to find alternative means of income or restore their jobs which 
have been affected by resettlement.   
 
7.2. Strategies to implement:   
 
7.2.1. Timeline for Resettlement Process 
 
To ensure that by the time residents are required to be resettled they have had sufficient 
time to be trained on financial literacy and save, we propose the following: 
 

As shown in Box 2.1, it is 
estimated that the average wage 
earnings in informal sector in 
urban areas is approximately 
SGD187. (Asian Development 
Bank, 2011). Average household 
expenditure is estimated to be 
SGD93. (Nurcahyo Heru Prasetyo, 
2009). As expenses are expected 
to be SGD100/month after 
relocation.  We propose that the 
households should have at least 6 
months buffer.  
 

As per the resettlement law, residents are not expected to pay rent and utilities for the 
first 3 months, this means that they are only required savings for up to three months.  
These savings equal SGD300.  If each household can save SGD50 per month, they need to 
save for six months to reach SGD300 savings.  The Public Works and Public Housing Ministry 
also use six months’ savings as a measure required of informal workers to qualify for down 
payment assistance (The Jakarta Post 2016).   
 
Since, the estimates for exact saving and expenditure are missing for kampung residents in 
Jakarta, there should be a survey done to get a better idea of the income and expenditure 
of households. The current estimates are drawn from the available data of similar 
provinces.  However, we can confidently say that before communities are resettled they 
need to be given a notice and undergo this financial inclusion at least one year in advance. 
This timeline must be considered before conducting any resettlement process.  
 
7.2.2. Public Private Partnership 
 
The success of any policy lies in its implementation. We therefore, strongly recommend 
that due  consideration should be given to setting up a department or agency either within 
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the Jakarta Governor’s office or at the national level, for the implementation of this 
policy recommendation. We recommend that a public-private partnership is instituted for 
this process to bring in expertise, experience and economies of scale in delivering the 
project. The participatory approach of the government and active corporate social 
responsibility sector can together partner with the government to implement this.  The 
government could also solicit support from financial institutions like banks and other 
investors.  
 
7.3. Estimated Project Costs 
 
In our discussion with NGO Ciliwung Merdeka, they are supportive of this model and in fact 
are currently involved in financial literacy training for the kampung residents.  The cost of 
the same (as incurred by them) is about SGD 10 per household (USD equivalent 
7.05).  While the model of financial inclusion includes more than financial literacy 
training, we propose that the first phase of the inclusion can begin with the literacy 
training.  
 
Close to 34,000 households are known to be affected by resettlement and the given 
budget is  SGD 24097 (USD 17,000) can maximum cover 2400 households. Therefore, we 
propose that this can be implemented with a community that is slated for resettlement in 
the next year, giving enough time for identification, training and savings.  
 
7.4  Limitations 

While a financial inclusion programme has the potential to improve the resilience of 
resettled kampung residents, there are several limitations that have been identified in 
similar programmes in Indonesia that would have to be taken into consideration.  Level of 
education is a factor in whether beneficiaries of financial inclusion programmes will gain 
access to the financial system.  Similarly, the case of Indonesia indicates a gender bias 
towards women, who have a threefold greater chance to gain financial access than men.  
Whilst financial inclusion may result in the practice of savings, it has not always resulted 
in a greater ability to borrow due to factors that may be beyond the scope of the 
programme, including lack of documentation, adequate collateral or absence of suitable 
financial products for their businesses (Sun & Siagian, 2015).  In addition, research 
mentions the necessity of quality banking operations (Prasentiani, 2016) (Tambunan, 
2015).  Since many residents are estimated to have a bank account by financial inclusion, 
banking agents are needed to expand financial services for all.  However, there are no 
detailed rules and regulations regarding activities of agents. 
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8. Conclusion 
 
While the JUFMP is intended to serve as a solution to the severe floods affecting Jakarta, 
it has created a new problem: displaced kampung residents, who simultaneously have lost 
their livelihood, face new, high costs in rental housing, and whose sole source of 
compensation is a rental housing itself.  While the rental flat is considered compensation 
for the involuntary resettlement, it alone does not suffice to get people back on their 
feet.  The loss of livelihood is felt all the more keenly because of its importance in not 
only paying utility bills but supporting the household to pick itself back up and start a new 
life.  The challenge is to build community resilience for kampung residents in Jakarta 
whose livelihood have or will been affected by the resettlement process through the 
financial inclusion and income restoration project.  Ciliwung Merdeka, the NGO, 
supporting residents in Kampung Pulo and Bukit Duri, has already launched a small project 
helping residents to set up small businesses, which could be scaled up.  The ability to 
prepare for this transition will ensure that residents strengthen their financial standing 
and begin to plan for whatever changes they are required to make to restore their 
income.  The implementation of the financial inclusion component particularly will serve 
an additional role of providing time to adjust to the coming changes 
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APPENDIX A 

Recommended Phase 2: Income Restoration & skills training 

The aim of the financial inclusion component is to ensure that residents are financially 
resilient in the lead up to the resettlement.  Once residents are in their new homes, they 
will require support to set up their businesses in their new locations, to set up a different 
kind of business or, if necessary, to seek employment.  Therefore, in order to solidify the 
impact of this policy alternative, phase 2 involves growing the financial inclusion 
component to encompass income restoration in the post-resettlement phase.   
 
Given that 90% of kampung residents are employed in the informal sector, the focus 
should be on enterprise-based income restoration, which can “strengthen established 
entrepreneurs who have been resettled or stimulate many new small business”, 
particularly home-based economic activities.  This activity can also be implemented in 
several phases:  
 
a. Identify an implementation agency. 
There have been many cases of income restoration components to involuntary 
resettlement across south and southeast Asia, including current work that Ciliwung 
Merdeka is carrying out with resettled residents of Kampung Pulo.  All coincide in their 
participatory approach and in engaging with local non-governmental organisations to 
implement this activity.  It is therefore, recommended that an NGO such as Ciliwung 
Merdeka is contracted by the local government to carry out this job with oversight 
(particularly monitoring & evaluation) from the Governor’s office.  

 
b. Set-up: research & feasibility.  This phase will include the following activities to 
ensure that the programme will be responsive and tailored to the residents’ needs.  The 
main activities will include carrying out a survey on how residents generate their income 
and determine which residents will be able and which will be unable to resume their main 
livelihood in the new site, surveying the resettlement site to determine which new 
business would be most suitable for restoration and which will require a change.  Given 
the importance of sustainability, it is critical to run feasibility analysis of the different 
options of new enterprises to ensure that they will succeed given technical, legal, 
economic and financial aspects.  Finally, recommendations should be presented to project 
affected people to discuss in a participatory consultation to determine their 
preference.  Final selection should be based on their “skills, aptitudes, preferences and 
risk-taking abilities” (World Bank, 2004). 
 
c. Implementation, monitoring & evaluation.  This phase will include the following:  
• Preparing an income restoration action plan 
• Setting up a database of income restoration clients which will be used for the purposes 

of monitoring and evaluation. 
• Carrying out activities, including skills training, advice on technical matters, assistance 

in marketing, sponsorship of vocational training, support access to markets.  The 
challenge will be to develop programmes that are within the budget provided. 

• Carrying out mid-term review 
 
Although the timing of the income restoration project may vary, we estimate that it 
should conclude within 2 years of the resettlement date. It is estimated that that a per 
head cost of SG$10 (figure obtained from Ciliwung Merdeka).  If possible, budget should 
also include cash compensation for loss of livelihoods’ assets. 


