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Abstract

Indonesia faces growing challenges in funding critical infrastructure for climate adaptation,
such as flood protection, due to significant budget constraints. Infrastructure projects require
large public investments while delivering benefits across multiple jurisdictions, raising important
guestions about how such projects should be financed and who should contribute. Land Value
Capture (LVC) offers a potential solution by allowing governments to recover part of the land
value increase. With the introduction of Presidential Regulation 79/2024, Indonesia now has a
national legal framework for LVC, but its practical implementation remains uncertain.

This thesis answers the question: “How have past practices and institutional conditions shaped
the prospects for implementing LVC as a legitimate financing mechanism for flood protection
infrastructure in Indonesia?”. Focusing on the Ciliwung Basin, it explores how past financing
practices shape current expectations, how the new regulation is understood by local actors, and
which rationales for LVC are seen as fair and acceptable. The study applies a qualitative research
design, combining document analysis and expert interviews with key actors involved in planning
and infrastructure development.

The findings show that earlier negotiated practices have left a legacy of incentive-based
thinking that continues to shape expectations of fairness and feasibility. Development gain
skimming is broadly supported when contributions are clear, reasonable and linked to visible
public benefits. Cost equivalency models, such as land readjustment, are seen as viable in areas
needing physical transformation but depend heavily on strong institutional trust. Weak capacity,
limited coordination and low public trust still remain a problem despite the new regulation.

The study concludes that LVC implementation must be tailored to local institutional and social
conditions. A hybrid approach, combining tax-based contributions with cost-recovering strategies
offers the most promising path. Success depends not only on legal tools but on building

institutional capacity, ensuring transparency and fostering public trust and participation.

Keywords: Land Value Capture; flood protection; Indonesia; Perpres 79/2024; legitimacy; climate

adaptation finance; Ciliwung basin; legitimation narratives; rationales
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1 Introduction

1.1 Background

Jakarta, the capital of Indonesia, regularly deals with serious flooding. This is made worse by
rapid urban growth, outdated infrastructure, and changes in how land is used upstream (Moe et
al., 2017). Although most attention goes to solving the problem inside Jakarta, cities further
upstream like Bogor and Depok also play an important role in managing the water that flows into
the capital. Bogor, which lies at a higher elevation, used to be covered by dense vegetation that
naturally absorbed rainwater and helped reduce runoff (Ramdhan et al., 2018). But as the city
grew, many green areas were turned into buildings and roads. This makes it harder for water to
soak into the ground and increases the flow into the Ciliwung River, one of the main causes of
flooding in the greater Jakarta area (Pambudi, 2022). Research shows that these changes in land
use in the upper part of the Ciliwung Basin have made floods in Jakarta more frequent and more
severe and this trend is expected to continue (Moe et al., 2017).

To tackle this the government has built two dry dams in Bogor Regency, Ciawi and Sukamahi,
as part of Jakarta’s larger flood control strategy. These dams are meant to hold back water during
heavy rain and lower the peak flow into the Ciliwung River (ANTARA, 2022). This reduces flood
risks not just in Jakarta but also in areas like Depok and Bogor City. Besides making these places
safer, the dams could also lead to economic benefits. When flood risk goes down, land and
property in safer areas often become more attractive, which can lead to higher property values
(Wei & Zhao, 2022; Bui, Wen, & Sharp, 2024).

Finding long-term funding for flood protection remains a big challenge in Indonesia.
Government budgets and international loans are often not enough to cover the costs (Handayani,
Hanif, & Meilano, 2023). As a result, there is growing interest in innovative financing methods
such as Land Value Capture (LVC). This approach uses the increase in land values caused by public
investments to help finance those same investments (Gielen, Salas, & Cuadrado, 2017; Handayani
et al., 2023). However, while LVC tools exist in Indonesia, their application is limited (OECD &

Lincoln Institute of Land Policy, 2022).
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This situation highlights the urgent need for fair and sustainable ways to finance flood
protection infrastructure, especially as urbanization continues and climate risks grow. LVC has
been proposed as one such solution, but whether it can work in practice depends on how well it

fits Indonesia’s legal, institutional, and social realities.

1.2 Problem Statement

Flood mitigation infrastructure plays a crucial role in protecting urban areas like Jakarta from
worsening climate impacts. However, such infrastructure often requires significant investment,
while its benefits extend across multiple jurisdictions. This is also true for upstream projects, such
as the Ciawi and Sukamahi dams in Bogor Regency. They reduce flood risks in midstream and
downstream areas. This disconnect between where flood infrastructure is built and where its
benefits are seen raises important questions about how such projects should be financed and
who should pay.

LVC can be used as a tool to address this challenge. By recovering part of the land value increase
caused by public investments, LVC can create a fairer and more sustainable funding model.
However, in Indonesia the actual implementation of LVC remains limited. While international
examples show its potential in funding transit systems, urban development or even flood
infrastructure (Grafakos et al., 2019; Nakamura, 2022), Indonesian efforts have faced regulatory
gaps, weak coordination and a lack of clear responsibilities (OECD & Lincoln Institute of Land
Policy, 2022). In most cases, landowners or developers are not systematically asked to contribute,
even when they benefit from public projects.

With the introduction of Presidential Regulation of the Republic of Indonesia Number 79 of
2024 on Infrastructure Funding through Land Value Capture (hereafter Perpres 79/2024),
Indonesia has now taken a major step by creating a national legal basis for LVC. However, formal
regulation alone may not be enough to ensure successful implementation. Experiences from past
projects have shaped the way LVC is understood and perceived. These past practices, even if not
officially labelled as LVC, may influence whether the new regulation is seen as fair, realistic and

legitimate.
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At the same time, the benefits of flood infrastructure are unevenly distributed and the
justification for LVC may vary depending on location. This makes it even more important to
understand how LVC is framed. Is it about helping the government recover its costs? About
mitigating externalities? Or about making sure private developers give something back to society
when they gain from public projects? Each of these ways of framing LVC comes with a different
idea of what is fair or legitimate and this can shape how local actors respond to it.

So far, most research on LVC in Indonesia has focused on urban development and transit-
oriented projects, while little is known about its potential for flood protection infrastructure.
There is also limited insight into how stakeholders interpret the newly introduced regulation, and
which types of justification are most acceptable in practice. This creates a knowledge gap not only

about LVC as a policy tool, but also about the conditions under which it might work.

1.3 Research Objective

This research aims to contribute new knowledge on the conditions under which LVC can
function as a legitimate and workable funding mechanism for climate adaptation infrastructure
in Indonesia. While the recent introduction of Perpres 79/2024 provides a national legal
framework for LVC, its practical implementation is still at an early and uncertain stage.

This study examines how past experiences with land-based financing, current institutional
structures and justification strategies shape the way LVC is perceived by key actors. The goal is
not only to understand whether LVC can be applied, but also under what legal, administrative and
normative conditions it might be accepted and sustained.

The research focuses on the case of flood protection in the Ciliwung Basin. Here, upstream
infrastructure such as the Ciawi and Sukamahi dry dams creates benefits that are spread across
different areas. This raises important questions about fairness, responsibility and coordination.

This study uses document analysis and expert interviews to explore how LVC is understood and
justified in practice. The aim is to generate insights that are relevant not only for Indonesian
policy, but also for academic debates. It contributes to discussions on how climate adaptation can

be financed in socially and politically acceptable ways.




Cas van der Doelen Jul. 25, 25 Master Thesis, Spatial Planning

Research Question: How have past practices and institutional conditions shaped the prospects for
implementing Land Value Capture as a legitimate financing mechanism for flood protection
infrastructure in Indonesia?

Sub-Questions:

1. What lessons can be drawn from earlier LVC-like practices in Indonesia, and how have
these shaped current perceptions and expectations around the use of LVC?

2. To what extent are the institutional and regulatory conditions in place for the
implementation of Land Value Capture in Indonesia?

3. Which rationale for land value capture offers the strongest basis for legitimate
implementation in the context of flood risk management in the Ciliwung Basin, and under
what conditions can these rationales be applied?

10
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1.4 Societal Relevance

Flooding is one of the most urgent and complex challenges facing the Greater Jakarta area
today, alongside issues like poor spatial planning and traffic congestion (ANTARA, 2022). Climate
change, land subsidence and uncontrolled urban development are making floods more frequent
and more destructive. Major events such as the floods in 1996, 2007 and 2013 have shown just
how serious the impact can be. It caused dozens of deaths, displaced tens of thousands of people
and led to large economic losses (Takagi et al., 2016).

Improving spatial planning can certainly help reduce these risks, but planning alone is not
enough. As Budiyono et al. (2016) show that when planning regulations are not properly enforced,
flood exposure can increase by up to 45%. Cities like Bogor and Jakarta therefore face a double
challenge. They need to design effective flood protection measures and find realistic ways to
finance them. This is where LVC as financing approach could make a difference. It can help pay
for physical measures like retention basins or dams but also support broader strategies for climate
adaptation and local resilience, such as early warning systems or community-based planning (UN-
Habitat, 2016; Napier, 2021). In addition to providing funding, LVC could improve coordination
between local governments. In the Ciliwung River Basin flood risks are made worse by fragmented
governance, municipalities often act independently, even though water flows across their
boundaries (Rahayu et al., 2024). A tool like LVC could help create stronger incentives for
cooperation between upstream and downstream areas (Korngold, 2022; Suzuki et al., 2015).

This research is especially relevant now that the Indonesian government has introduced
Perpres 79/2024, which sets a national legal framework for using LVC. However, regulation alone
does not guarantee success. It is still unclear how this new policy will work in practice.
Understanding how developers and local governments perceive this policy and under what
conditions they are willing to support it, is essential for turning policy into practice.

More broadly, this research offers useful insights for other cities in Southeast Asia that are
struggling with similar problems. As climate risks grow and public budgets become more
constrained, LVC could play an important role in connecting urban development with
environmental resilience and fairer cost-sharing. In this way, the study contributes to ongoing

debates about how to build more sustainable, inclusive and future-proof cities.

11
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1.5 Scientific Relevance

Flooding poses a growing challenge for cities worldwide, but Jakarta faces a particularly
complex situation due to the interaction of rapid urbanization, land subsidence and climate
change (UNFCCC, 2023). Numerous studies have examined flood risk management in Indonesia,
focusing on approaches such as disaster risk reduction and climate change adaptation. However,
these strategies often remain fragmented and lack integration, which limits their overall
effectiveness (Dwirahmadi et al., 2023). A key challenge that remains underexplored is how to
sustainably finance such large-scale flood infrastructure.

LVC has received limited academic attention as a financing tool for flood infrastructure in
Indonesia. While several LVC instruments have been discussed in the past, their actual
implementation has remained limited, often inconsistent, and lacking a clear regulatory
foundation (Wisnu, 2019; OECD & Lincoln Institute of Land Policy, 2022). Earlier case studies have
explored the potential for applying LVC by identifying areas where land values have increased due
to public investments (De Souza & Koizumi, 2020; Mabrurotunnisa & Iskandar, 2021). However,
these studies do not examine real-life implementation and are unrelated to flood risk reduction.
Instead, they mainly highlight the opportunity for using LVC in future planning efforts.

This gap in practice is also reflected in the academic literature. While international studies have
shown that LVC can help fund flood protection infrastructure, such as in Buenos Aires and Cali,
there is little research on whether these approaches can be successfully adapted to the
Indonesian context (Grafakos et al., 2019; Goytia, 2024). Most of the existing studies focus on the
technical design of LVC tools but pay less attention to the real-world factors that determine
whether such tools can work in practice. These include the capacity of local governments to plan
and enforce rules, the coordination between agencies and the willingness of developers and
landowners to contribute (OECD & Lincoln Institute of Land Policy, 2022). Without understanding
these institutional and social conditions, it is difficult to assess whether LVC is a realistic solution
for financing flood infrastructure in Indonesia.

One especially overlooked issue is the question of perceived fairness in areas where flood
infrastructure benefits multiple jurisdictions. For example, the Ciliwung River Basin includes

upstream infrastructure projects such as the Ciawi and Sukamahi dams in Bogor Regency, though

12
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the benefits primarily appear in downstream areas like Jakarta. This creates a mismatch between
who bears the cost (such as land acquisition or building costs) and who enjoys the benefits (such
as higher land values or increased safety). While studies like Wei & Zhao (2022) and Bui et al.
(2024) explore the impact of flooding on housing prices, little is known about how actors interpret
the distribution of costs and benefits or what kind of value capture rationale is most acceptable
in this setting.

This thesis addresses that gap by examining how past practices and institutional conditions
shape the prospects for implementing LVC in the Ciliwung Basin under Perpres 79/2024. The
research includes both national-scale infrastructure, such as the upstream Ciawi and Sukamabhi
dams (see Figure 1), and more localized interventions, including river normalisation and land
readjustment projects. It investigates whether LVC can be used not just legally, but also
legitimately, to fund flood protection. By combining document analysis with expert interviews,

this research offers one of the first qualitative assessments of LVC implementation for flood

resilience under Indonesia’s new national framework.

Figure 1: Ciawi and Sukamahi Dry Dams, Upstream Bogor Regency

13
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2 Theoretical Framework

The concept of LVC is rooted in classical economic theory and is widely used as a policy tool to
help governments recover part of the land value increases caused by public investments or
regulatory changes. It has been successfully implemented in cities such as New York, Sdo Paulo
and Seoul to finance infrastructure projects, demonstrating its potential as a sustainable financing
tool (Smolka, 2013). The key idea behind LVC is that when land becomes more valuable because
of external improvements, such as flood protection, those gains should not only benefit private
landowners. Instead, part of the added value should be used to support the public good (Ingram
& Hong, 2012). This idea goes back to Henry George (1879), who argued that economic gains
created by public efforts or broader societal changes should be shared with the community, not
kept entirely by individuals.

Today, LVC is often seen as a fair and practical way to fund infrastructure, especially in fast-
growing cities with limited public budgets (Gielen et al., 2017). It helps governments reinvest part
of the value they help create into new projects. This can make urban development more equitable
and financially sustainable. However, successful LVC depends on more than just rising land prices.
It also requires clear legal rules, capable institutions and public trust in the fairness of the system

(OECD & Lincoln Institute of Land Policy, 2022).

2.1 Virtuous and Vicious Circles

Lord et al. (2019) explain how urban development can either create a positive feedback loop (a
virtuous circle) or a negative one (a vicious circle). In areas with high demand for development,
local governments can collect significant contributions from developers and use these funds to
improve infrastructure. These improvements make the area even more attractive, increasing land
values and encouraging more investment. This creates a cycle where growth leads to further
growth. On the other hand, vicious circles occur in areas with low development demand. In these
areas, limited developer contributions result in poor infrastructure investment, making the area
less desirable for future development. This lack of investment traps the area in a cycle of decline,

where underdevelopment leads to further underdevelopment (see Figure 2).

14
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Figure 2: Virtuous Circle and Vicious Circle by Lord et al. (2019)

For LVC to work well, the property market needs to be strong. Cities with fast growth and rising
land values can use LVC to fund public projects, while areas with little growth find it harder to
benefit. To break the cycle of low investment in these areas, governments may need to offer
incentives to attract development or adjust regulations to make land use more valuable. At the
same time, areas with high demand should be managed carefully to ensure steady and

sustainable growth (Lord et al., 2019).

2.2 Transboundary Flood Risk Management

Bogor faces increasing challenges from frequent flooding. As an upstream and midstream area
in the Ciliwung River Basin it is directly exposed to flood risks but also plays an important role in
reducing water discharge to downstream regions. Public investments are expected to improve
flood safety in these areas. If these improvements lead to rising land values, especially in flood-
prone neighbourhoods, LVC could offer a way to reinvest part of these gains into new
infrastructure (see figure 2). This could create a positive cycle, where government investments
lead to private value increases, which then help fund further public projects. However, if land
values do not increase or if people do not trust that improvements will last, this cycle may not
begin. In that case, local governments may continue to face financial pressure, and the full

benefits of flood infrastructure may not be realized.

15
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Figure 3: Positive Value Cycle: from Upstream to Midstream

Research on the Ciliwung River Basin shows that spatial planning and coordination between
local governments are key to managing flood risks (Rahayu et al., 2024). A strong spatial plan can
improve infrastructure, guide land use and reduce exposure to flood-prone areas. But in practice,
collaboration between cities like Bogor and Jakarta is still weak. Roles and responsibilities are
often unclear, and planning rules are not always enforced. This makes it difficult to link flood
protection strategies with financing tools like LVC.

It is also important to show that upstream infrastructure can create positive effects in other
areas. These positive effects, also called externalities, may lead to higher land values downstream.
A study by Wolf and Takeuchi (2022) shows this clearly in Japan. After the Gokayama Dam
successfully reduced flood damage during a major typhoon, rental prices went up in downstream
areas. This included apartments, commercial properties and houses. The price increase suggests
that people recognized the added safety and were willing to pay more for it.

This supports the idea that spatial spillovers from public flood protection infrastructure are real
and measurable, even if they are not always immediately visible or felt. In the context of
Indonesia, this strengthens the argument that LVC could be applied not only locally, but also in
interregional settings, such as from Bogor Regency (upstream) to Jakarta (downstream).
Implementing LVC across regions comes with institutional challenges. This kind of evidence
strengthens the argument that those who benefit from flood protection, even if they live far

away, should help pay for it.
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2.3 Indonesia’s Land Value Capture Framework

A strong legal and institutional foundation is essential for implementing LVC in practice. In
recent years, Indonesia has taken steps to formalize LVC instruments within its land and
infrastructure policies, but their use has often been limited to isolated urban development cases.
Until recently, there was no national regulation that explicitly unified or standardized these tools
under a coherent policy framework (OECD & Lincoln Institute of Land Policy, 2022).

Earlier tools like land readjustment, strategic land management and development charges have
been part of Indonesia’s planning system for some time. These instruments offer partial ways to
capture land value and are supported by national planning laws, ministerial regulations and
presidential decrees. In practice, they have mainly been used for things like urban expansion and
land consolidation (OECD & Lincoln Institute of Land Policy, 2022).

A more significant step came in 2024 with the introduction of Perpres 79/2024. This regulation
created a national framework for LVC, called Pengelolaan Perolehan Peningkatan Nilai Kawasan
(P3NK). It provides a clearer legal foundation for LVC and sets out how it should be governed and
implemented (Indonesia Central Government, 2024). The regulation introduces formal
requirements intended to make LVC more consistent and usable across different sectors,
including flood risk management.

This regulation provides an important legal basis for this study, especially for exploring how LVC
could be applied for funding flood risk infrastructure. However, its implementation is still at an
early stage. While LVC has the potential to become a sustainable and equitable funding model,
its success depends on a combination of factors, including legal instruments, administrative
capacity and public acceptance (OECD & Lincoln Institute of Land Policy, 2022). This is also a key
moment to set new standards, before path dependencies take hold. Many uncertainties remain
about whether local governments have the capacity to apply it, how well different institutions

can coordinate and whether the public will accept it.

2.4 Value Capture Rationales and the Role of Fairness

While LVC is often discussed in legal, technical, or economic terms, its success also depends on

how it is perceived by the public. In other words, people need to feel that the contributions they

17
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are being asked to make are fair and justified. This is especially important in the context of flood
protection, where the benefits of infrastructure may not be evenly distributed and some
developers or landowners might not see a clear personal benefit.

To help explain why LVC can be justified, Kresse et al. (2020) identify three main rationales: cost
equivalency, externality mitigation, and skimming of development gains. These offer different
ways to explain why landowners or developers should contribute and what kinds of contributions
are seen as reasonable. Some are based on paying for specific benefits, while others focus more
on sharing profits created by public investments.

In democratic settings, these explanations matter because legitimacy, whether people see a
policy as fair and acceptable, has a big impact on how well it can be put into practice. Legitimation
is the process by which governments try to build that public support (Hengstermann, McElduff &
Ritchie, 2025). For example, landowners may be more willing to contribute if LVC is framed to
fund local improvements they will benefit from, rather than as a general tax with no clear link to
their situation. As Taylor (2019) and Alexander (2002) emphasize, legitimacy in planning is not
only about whether a policy works in practice. It is also about how the policy is communicated,
who is involved in making decisions and whether people believe the reasoning behind it is fair

and makes sense.

Cost Equivalency

The first rationale, cost equivalency, is based on the idea that landowners or developers should
contribute to the cost of public infrastructure when they directly benefit from it. The key principle
is that public investments should be able to pay for themselves, at least in part, through
contributions from those who gain value. This is not framed as a tax, but rather as a fair exchange:
you benefit from the infrastructure, so you help pay for it. The total contributions are ideally
linked to the actual cost of the project, not to the profits made by developers (Alterman, 2012;

Kresse et al., 2020).

Externality Mitigation
The second rationale, externality mitigation, is used when public projects or planning decisions
affect different groups in unequal ways. This often involves negative side effects, such as noise,

traffic congestion or environmental damage caused by changes in land use or new infrastructure.
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The core idea is that those who contribute to these negative impacts should help reduce or
compensate for them by supporting public services or amenities (Alterman, 2012). This rationale
is different from cost equivalency, which links payments directly to the cost of the infrastructure.
Instead, externality mitigation is about balancing the wider effects of development (Kresse et al.,

2020).

Skimming of Development Gains

The third rationale, skimming of development gains, is based on the idea that land value
increases caused by public actions should not be fully kept by private actors. Unlike the first two
rationales, this one is not about covering costs or offsetting externalities. Instead, it focuses on
the principle that value created by government decisions should partly return to society. These
increases in land value are often called “unearned increments” because they happen without any
private effort or investment.

Governments that apply this approach usually claim a fixed portion of the value increase, often
through a special levy or tax. For example, in South Korea, the government has taken up to 60%
of the development gains in some projects (Kresse et al., 2020). These contributions can come in
the form of money, land or infrastructure, but the idea stays the same: the public should receive
part of the value it helped to create. A central challenge is finding the right balance. The state
must decide how much value it can reclaim without making private developers lose interest in

investing (Kresse et al., 2020).

These three rationales depend on the type of project, local context and what the government
can manage. Many LVC strategies change over time. As cities grow and become more complex,
these strategies often shift toward capturing a larger share of land value increases to help fund
broader public needs (Kresse et al., 2020).

Alongside these rationales, Hengstermann et al. (2025) identify two types of narratives that
shape how LVC is explained to the public: ideological and pragmatic. These relate closely to what
Alterman (2012) describes as direct and indirect forms of value capture.

The ideological narrative sees land value increases as unearned increments. From this point of

view, it is fair for the government to capture a share of these increases and return it to society,
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often through taxes that support the public budget (Alterman, 2012). This approach matches with
direct value capture, where contributions are collected through formal rules, such as tax policies.
While this idea is grounded in social justice, Hengstermann et al. (2025) note that tools based on
this logic often face low public support.

The pragmatic narrative takes a more problem-solving approach. It sees LVC as a practical way
to help finance specific projects by using some of the value created. According to Hengstermann
et al. (2025), when LVC is framed this way, it tends to receive more support, because people can
clearly see the purpose of their contribution. These tools often involve direct agreements
between government and landowners or developers, for example negotiated fees for specific
projects. Alterman (2012) refers to this as indirect value capture, since the payment is tied to a
particular case rather than a general rule.

Looking at which type of justification actors prefer can help understand what kind of legitimacy
matters most in a specific context. (Hengstermann et al., 2025). Understanding these layers is
important in the context of flood protection. If developers are asked to contribute to public works,
the way this contribution is framed can strongly influence their support. Is it a shared cost or is it

a legal obligation?

These rationales help explain why contributions might be required. However, explaining the
reason behind a contribution is not enough. Whether these contributions are ultimately accepted
depends on how they are perceived by those involved. Another key condition for public
acceptance is perceived fairness. This refers to whether people believe the contribution is
reasonable and consistent with common ideas of what is acceptable. This includes not only
individual costs and benefits, but also how others are treated, and whether the overall process
feels transparent, respectful, and inclusive (OECD, 2017). As Fainstein (2014) emphasizes, fairness
in urban planning involves both procedural justice (how decisions are made) and distributive
justice (who gains or loses). When either is lacking, legitimacy is undermined.

Recent research confirms that fairness perceptions play a crucial role in shaping how people
respond to public policies (Kollmann et al., 2024; Liu et al., 2020). Fairness influences not only the

acceptance of a specific policy, but also broader levels of trust in the institutions that design and
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implement it. As OECD (2017) emphasizes, people are more willing to accept even unfavourable
outcomes, such as financial contributions, if they feel they have been treated fairly. Conversely,
when actors perceive a lack of fairness, trust erodes, and cooperation often declines. Especially
in governance contexts where institutional trust is low, early signs of unfairness or self-interest
can have lasting effects on whether people accept a policy, regardless of its technical or legal
justification (OECD, 2017). Fair treatment also signals whether people feel included in the system.
Feeling respected, heard, and properly informed contributes to the sense that a policy is not just
imposed, but developed in the public interest. These social and psychological dimensions help
explain why people may support or reject value capture policies, even when they have similar
material impacts.

In this study, value capture rationales and perceived fairness are combined as key explanatory
factors for public acceptance. Together, they form the analytical foundation for assessing whether
land value capture can be implemented not only legally or technically, but also in a way that is

socially acceptable, trusted by stakeholders, and feasible within existing institutional conditions.

2.5 Path Dependency

When introducing a relatively new policy like LVC, it is tempting to see it as a technical
innovation that can simply be “added” to existing systems. But LVC is more than just a financial
tool. It reflects a broader change in how public value is created and shared. To fully understand
this, we need to look at how existing institutions can help or block the adoption of new policies.
This section discusses the idea of path dependency and how it might shape the future of LVC in
practice.

Institutions and Their Role in Policy Change

Institutions are the formal rules and informal norms that guide how decisions are made and
how people behave (Ostrom, 2005). Formal institutions include things like laws, regulations and
planning systems. Informal institutions include local habits, values or shared beliefs. For example,
how people feel about paying taxes or who they believe should fund public infrastructure. As van
Zoest and Daamen (2024) argue, implementing LVC is not just a matter of applying a new tool,

but rather a process of institutional change. Introducing value capture mechanisms often requires
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adjustments to both the written rules of the system and the unwritten expectations that people
have. For instance, if a city decides to implement a betterment levy or use land value uplift to
finance public infrastructure, it needs to create or modify legal and administrative bodies to
support this. At the same time residents and developers may need to accept new ideas about
what is fair, especially if they are asked to contribute more directly to infrastructure funding. In
this way, the success of LVC depends not only on its legal design, but also on its fit with the

institutional environment into which it is introduced.

The Logic of Path Dependency

One of the challenges in implementing LVC lies in what is known as path dependency. This
means that once a certain way of doing things becomes established (through laws, policies, habits
or expectations) it becomes increasingly difficult to change. As institutions settle into a stable
pattern, they create what is called a “lock-in” effect: actors get used to the current system and
may resist alternatives, even when those alternatives are more efficient or fairer in the long run
(van Zoest & Daamen, 2024).

Path dependency can be caused by various factors. Decision makers may rely on familiar
procedures. Legal structures may also favour older systems. And investors may make long-term
plans based on current rules, making sudden changes politically risky or economically costly. In
short, once an institutional path is taken, shifting away from it becomes harder over time.

As van Zoest and Daamen (2024) explain, this is particularly relevant for LVC. Because when
new financial rules are introduced, like mandatory developer contributions, this can raise
questions for developers. Old assumptions about public versus private roles in funding
infrastructure are being challenged. When these assumptions are deeply embedded, new policies
face higher resistance, even if they are legally supported.

Traditionally, many scholars believed that major institutional change only happens during shock
events. Examples can be a crisis, a regime change or a natural disaster. During these moments,
new policies can be introduced more easily because the usual resistance to change is lower.
However, recent work has shown that institutions can also change gradually, through small steps.

This is called endogenous institutional change.
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Van Zoest and Daamen (2024) emphasize that this kind of change is common in urban
development and infrastructure finance. Even without a crisis, institutions may evolve slowly as
new ideas are tested, rules are adjusted, and actors learn from experience. This makes it
especially important to get early choices right. Once certain legal frameworks or norms are in
place, they can shape what is seen as legitimate or feasible in the future. This makes the current
phase right after the introduction of Perpres 79/2024 especially important. The regulation
provides more than just a legal basis for LVC. It also offers a chance to shape how the policy will
work in practice. If the first steps are unclear, poorly coordinated or perceived as unfair, there is
a real risk that new routines will form that are hard to change later. But if early implementation
fits well with local capacities and ideas of fairness, it can help build trust and form a solid
foundation for broader and more effective use in the future. How LVC is framed, justified and

applied now will likely shape its legitimacy and feasibility for years to come.

2.6 Conceptual Framework

The figure below brings together the main ideas discussed in this chapter. It illustrates how the
legitimate implementation of LVC for flood risk management in Indonesia depends on the
interaction between legal tools, administrative capacity, and public acceptance, as mentioned by
OECD & Lincoln Institute of Land Policy (2022).

First, administrative capacity plays a key role. This includes the ability of local governments to
plan, coordinate and enforce LVC mechanisms. But institutions are not built overnight. They are
shaped by earlier decisions, habits and expectations: a process known as path dependency. This
means that current attempts to implement LVC are influenced by past practices, including how
planning decisions were made and how infrastructure was funded before. At the centre of this
framework is Perpres 79/2024, which provides the legal foundation for implementing LVC.
However, this regulation does not operate in isolation. Its effectiveness depends on the broader
institutional context in which it is applied.

Lastly, public acceptance is essential. This refers to the level of support that a policy receives
from the general public, including developers, landowners, and other stakeholders. In this

framework, public acceptance is shaped by how land value capture is justified and whether these
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justifications are perceived as fair. The rationale used, such as cost equivalency, externality
mitigation, or skimming of development gains, plays an important role in framing the
contribution. However, explaining why a contribution is required is not enough. Whether
stakeholders accept it depends on how fair and reasonable they find both the rationale and the
process. This includes whether the contribution is proportionate, whether others are treated
equally, and whether the process feels transparent and inclusive. If contributions are framed in a
way that aligns with local ideas of fairness, both distributive and procedural, public support is
likely to be stronger. These dimensions are not included as separate variables in the model but
are analysed as part of how public acceptance is constructed and expressed.

Together, these three elements; administrative capacity, legal instruments, and public
acceptance, form the foundation for successful and lasting LVC implementation (see Figure 4).
The choices made today, especially around how LVC is introduced and communicated, will shape

its future role in funding flood protection and other infrastructure in Indonesia.

Path Dependency

Administrative

. Legal Instruments Public Acceptance
Capacity

Legitimate Implementation of
LVC for Flood Risk Management

Figure 4: Conceptual Model
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3 Methodology

This study uses a qualitative research approach, based on the idea that knowledge is socially
constructed and shaped by people's experiences, roles and the institutions they work within. This
fits well with the topic of LVC, since the way LVC is understood and justified often depends on the
policy context, past experiences and different interpretations of what is fair or acceptable. This is
central to the concepts of path dependency and legitimation introduced in the theoretical
framework.

The research is based on the constructivist paradigm, which sees reality as made up of multiple
perspectives rather than one single truth (Guba & Lincoln, 1994). This means that the views of
government officials, planners and developers are treated as valid insights into how LVC works in
practice or how it might work in the future. To explore these interpretations, the study uses the
three legitimacy rationales: cost equivalency, externality mitigation and development skimming,
as an analytical lens to structure both the interviews and the later analysis.

The main source of primary data in this study is expert interviews, supported by secondary data
from policy and document analysis. The interviews are held with key actors involved in planning,
infrastructure development and regulation in Jakarta and Bogor. The goal is to understand how
they see LVC: what challenges they experienced in the past, the new regulations and which form
of justification (or rationale) they find most acceptable for using LVC. By focusing on how different
actors interpret LVC, this study aims to give a better understanding of how the policy might be
implemented in the future. And, under what conditions it would be seen as legitimate to fund

flood protection infrastructure.
3.1 Study Area

This study uses a case study approach focusing on the Ciliwung River Basin, which runs from
the highlands in Bogor Regency through Bogor City and Depok, down to Jakarta. The basin crosses
several administrative areas and illustrates the challenges of managing flood risks across
jurisdictions and government levels. A case study helps to understand how national policy is

applied in a specific local setting while considering the broader river system (Van Thiel, 2014).
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As seen in Figure 5, the basin is usually divided into three parts: upstream (southern Bogor
Regency, where the Ciawi and Sukamahi dry dams slow floodwaters before they reach the cities),
midstream (Bogor City and Depok, increasingly urbanised and flood-prone), and downstream
(Jakarta, with severe flooding linked to complex urban pressures). While most attention focuses
on Jakarta, midstream areas like Bogor and Depok are also directly affected by flooding, with
studies showing they carry a large share of the river’s discharge and face growing risks in built-up

zones (Zein, Anggraheni & Yahya, 2023).

Upstream (Bogor Regency & Bogor City)
Conservation & Water Resources Area

Midstream (Depok City)
Buffer & Catchment Area

Downstream (Jakarta Province)
Built-up arca & coastal protection area

Figure 5: Different levels within the Ciliwung Basin by Rahayu et al., 2024

3.2 Data Collection Methods

This research takes a qualitative approach to explore how Land Value Capture has been used in
Indonesia in the past and how it could be applied in the future, particularly for flood risk
infrastructure. Qualitative methods were chosen because they allow for flexibility and depth in
understanding how key actors interpret, justify, and assess the legitimacy of LVC within a specific
institutional and social context. Given the subjective and interpretive nature of qualitative
research, particular care was taken to explain and justify the methodological choices made in this
study.

The primary data source consisted of semi-structured interviews. These were conducted over
a two-month fieldwork period in Indonesia, mainly in Bogor and Jakarta. Interviews were held
between May and June 2025 with developers, local government officials, and experts on LVC and

land management in the Greater Jakarta region. In total, six interviews were conducted face-to-
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face, while five respondents provided written answers, which proved useful for participants who
preferred not to be interviewed in person or felt less confident speaking English. A full list of
interviewees, including their affiliations, can be found in Appendix A. The interviews ranged in
length from 30 minutes to several hours. In some cases, formal interviews naturally flowed into
more informal discussions, offering richer insights into perceptions of LVC.

Participants were selected through purposive sampling, using professional contacts at the
university and local government as starting points. A snowballing method was applied, where
initial respondents referred the researcher to further experts or relevant actors. The goal was to
reach individuals directly involved in planning, infrastructure development, or regulation at the
local and national levels. During the interviews, respondents were asked how LVC has been
framed in Indonesia, which rationales are used to justify it, whether Perpres 79/2024 is seen as a
meaningful improvement, and what would be needed for its effective implementation.
Discussions also addressed how flood protection infrastructure is currently funded and the
challenges of coordinating projects across administrative boundaries. All face-to-face interviews
were recorded (with consent) and supported by note-taking. Written responses were collected
via email or Whatsapp.

Secondary data came from a review of key national regulations, planning documents and
papers. This included Perpres 79/2024, which provides the first formal legal framework for LVC in
Indonesia, as well as reports and materials on earlier land-based financing practices. Documents
were selected based on their relevance to LVC, land management, path dependency, and land
consolidation in Indonesia. The analysis aimed to trace how LVC and related concepts have
developed over time and how national frameworks interact with local practices and institutional
capacities.

By combining insights from interviews and document analysis, this study explores how LVC is
discussed, justified, and understood in practice. The case of the Ciliwung River Basin provides a
grounded perspective on how public infrastructure with wide-reaching benefits is shaped by local
concerns, institutional realities, and stakeholder views. These insights form the basis for a deeper
analysis of what makes LVC workable, or not, in contexts where cooperation across jurisdictions

is key.
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3.3 Research Framework and Analytical Process

This study follows an exploratory and interpretive approach. The aim is not to test a strict
hypothesis, but to understand how key actors see and explain LVC, fairness, and legitimacy in the
context of flood risk infrastructure. The idea behind this is that meaning is shaped by the way
people interact with policies in their institutional and social setting. This fits with a constructivist
view, where the goal is to explore how past practices and present ideas are connected through
context and narrative.

The analysis used a holistic method. This means that the interviews and documents were read
as a whole rather than broken into small pieces or codes (Roller and Lavrakas, 2015). The aim was
to keep the full picture of each participant’s views and the context of their answers. This helped
avoid looking at statements in isolation or in a mechanical way. The focus was on how people
talked about LVC, how they explained or questioned it, and how they linked it to earlier land-
based financing, current structures, and the new regulation. A similar approach was used for the
documents. The analysis looked at how responsibilities, legal tools, and coordination were
described. This made it possible to see both the clear messages and the more subtle connections
in the data.

The study looked at two main levels: policy frameworks, like Perpres 79/2024 and earlier land
financing rules, and the views of officials, planners, developers, and experts. The analysis paid
attention to how topics such as administrative capacity, legal tools, public acceptance, and past
practices appeared in both the documents and interviews. It looked at how the regulation
describes responsibilities, whether new teams or skills are needed, and how government levels
are expected to work together. It also explored what legal tools are offered and how these tools
might work in practice. The views on public acceptance focused on how different reasons for LVC,
such as cost equivalency, externality mitigation, or skimming of development gains, were
explained and discussed by the respondents.

To make sure the analysis was clear and consistent, it was guided by key questions based on
the conceptual framework. After each interview, the main points were written down using notes
and recordings. This helped to form a complete view of each participant’s ideas before comparing

them with others. The interview findings were also checked against the documents and earlier
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studies to strengthen the interpretation. The aim was not to produce results that other
researchers would see in exactly the same way, but to make it clear how the conclusions were
reached by describing the process openly (Roller & Lavrakas, 2015).

Bringing together the realities of institutions, past experiences, and current policy narratives,
the analysis investigates whether LVC, as introduced through Perpres 79/2024, can be
implemented in a way that is both fair and feasible. The Ciliwung River Basin case illustrates how
such questions play out on the ground, highlighting how meaning, legitimacy, and practical

challenges all shape the road from regulation to implementation.

3.4 Validity and Reliability

This study aims to produce results that are meaningful, trustworthy, and helpful for
understanding how LVC could be applied in Indonesia. Since qualitative research relies on the
researcher’s interpretation, it is important to explain how the process was made as clear, careful,

and consistent as possible. In this kind of research, it is better to speak of plausibility (similar to

internal validity), transferability (similar to external validity), and transparency (as part of

reliability), rather than strict validity or reliability as in quantitative research (Van Thiel, 2014).

3.4.1 Plausibility and Transferability
The study focused on making sure the conclusions are plausible by linking them clearly to the

data and the research objectives. The topic is highly relevant, as it looks at how LVC could help
fund flood protection, especially after the introduction of Perpres 79/2024. This regulation was
used as a starting point for both the policy analysis and the interviews, which helped ensure that
the research stayed focused on current developments.

To build a well-rounded understanding, the study combined different data sources and included
views from a range of actors, such as local officials, developers, and experts. This form of
triangulation helped compare different perspectives and reduced the risk of drawing conclusions
based on a single viewpoint. The holistic approach aimed to keep the full context of each
interview or document intact, so that conclusions reflected both clear statements and more

subtle links between ideas (Roller & Lavrakas, 2015). By making the process and reasoning visible,
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the study aimed to produce results that other researchers could understand, follow, and apply in

similar settings, which supports transferability.

3.4.2 Transparency and Consistency
The study aimed for transparency by describing how data were collected and analysed in a clear

and structured way. All interviews were guided by the same main topics, and the questions were
open-ended to give respondents room to explain their views. After each interview, notes and
reflections were written down to capture the main points. The documents were also analysed in
a structured way, paying attention to recurring topics such as legal tools, coordination, or
institutional roles. No formal coding was used, but the analysis followed clear interpretive
guestions linked to the conceptual framework.

While qualitative research does not aim to produce the same results in every case, the study
made sure that its process can be followed by others. By being open about how the data were
gathered, how different sources were compared, and how interpretations were developed, the
study meets the standard of transparency suggested by Van Thiel (2014). This helps others see
how conclusions were reached and allows the approach to be applied in other places or on similar

topics, such as LVC in different cities or regions.
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4 Results

4.1 Past Practices

Jakarta has long experimented with mechanisms that resemble LVC, even if the term itself only
recently entered Indonesia’s national policy discourse. As the city with the most extensive and
structured use of such mechanisms, Jakarta provides a valuable case for understanding how
earlier LVC-like practices have influenced current views on the concept. This chapter addresses

the first sub-question of this thesis:

“What lessons can be drawn from earlier LVC-like practices in Indonesia, and how have these

shaped current perceptions and expectations around the use of LVC?”

Since the 1970s, the city has required developers to contribute to public infrastructure as part
of urban development agreements, often through informal, in-kind arrangements for large
landowners. These early practices followed the same core idea that underlies LVC: when private
actors benefit from public planning decisions, they should contribute something back to society
(B. A. Chandra, personal communication, May 16, 2025). More formal policies were introduced
in the 2010s, such as the Floor Area Uplift (FAU) mechanism (Gubernatorial Regulation No.
175/2015), which was later expanded and linked to transit-oriented development goals
(Gubernatorial Regulation No. 67/2019; Gubernatorial Regulation 50/2021). These initiatives
marked a shift towards clearer rules and spatial integration (Z. Alaidrus, personal communication,
May 14, 2025). National land policy has also started to include tools that align with LVC principles.
For example, land consolidation was introduced through Presidential Regulation No. 86/2018 and
detailed further in Ministry Regulation No. 12/2019 (OECD & Lincoln Institute, 2022). Although
still limited in urban practice, these tools lay the groundwork for more comprehensive forms of
value capture in Indonesia.

This chapter briefly traces how Jakarta’s value capture strategies have evolved, from informal
negotiations to formalised regulatory tools, and how these earlier practices continue to shape
current views. These insights help to understand how LVC is interpreted today and what practical

lessons can be learned for improving implementation in Jakarta and other Indonesian cities.
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4.1.1 Floor Area Uplift
One of the earliest formal applications of land-based financing in Jakarta was the use of Floor

Area Uplift (FAU), known locally as Koefisien Lantai Bangunan (KLB). Gubernatorial Regulation
No.4/1975 and No. 678/1994 allowed developers to build beyond standard floor area ratios (FAR)
in return for providing public infrastructure (Herlambang, Astusi & Suryadjaja, 2022). By the
1990s, this mechanism became increasingly relevant as urban land grew scarcer, and
development pressures intensified. In exchange for additional building rights, developers were
expected to contribute infrastructure such as roads or waste facilities, aiming to reduce the
negative externalities of high-density construction (Herlambang et al., 2022).

However, these contributions were not governed by fixed formulas or clearly defined legal
standards. Agreements were negotiated on a case-by-case basis, making compensation
mandatory but flexible. The rationale behind these practices was not based on a legal or moral
obligation to return land value to the public, as in direct value capture instruments (Alterman,
2012), but rather on a more indirect logic: to mitigate harm and improve spatial quality
(Herlambang et al., 2022). The city government often took a passive role, reacting to developer
initiatives rather than setting the agenda (B. A Chandra, personal communication, May 16, 2025).

A major step toward formalizing this approach came with Gubernatorial Regulation No.
175/2015 (PerGub 175/2015), which introduced a clearer technical framework for FAU, especially
in areas around major transit lines such as the MRT and LRT. Under this regulation developers
could apply for permission to build above existing zoning limits, but only if they provided non-
monetary contributions to public infrastructure. In 2016, eleven companies collectively
contributed approximately Rp 3.88 trillion (US$295 million) in non-monetary compensation,
including the construction of affordable housing and public facilities, in exchange for approval to
build taller structures (Elyda, 2016).

Although Jakarta’s PerGub 175/2015 was presented as just a technical planning tool, in practice,
FAU became part of a much bigger story. It turned into a way for the city government to help fund
large infrastructure projects. Especially during times when public budgets were tight and the
governor’s term was limited. In some cases, developers were allowed to build up to 50% more

floor space than normally allowed, if they contributed to public goods (Herlambang et al., 2022).
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While Jakarta's earlier FAU practices had an externality mitigation rationale, a new formula
formalized a shift toward skimming a share of unearned value uplift that results from planning
permissions. Unlike tax-based skimming instruments that apply a percentage to the land value
increase, Jakarta applies a rule-based skimming approach, where the amount is determined ex-
ante through a technical calculation, not negotiation. The contribution is mandatory and
predetermined but not directly tied to infrastructure provision. This new approach marks a clear
shift from negotiated agreements, toward a more regulated and systematic method. By fixing the
compensation amount using a pre-determined formula, Jakarta ensures that the process
is predictable and fair. This reduces the discretion and uncertainty often associated with
negotiation-based models. It reflects the government's intention to maintain control over the

system while fostering a transparent and rule-based approach for developers. The formula is:

K =1X X NJOP

KLB¢
Where:

K = compensation amount (Rp),

| = index determined by local government,
L = excess floor area built (in m?),

KLBY = basic allowable floor area ratio,

NJOP = taxable land value (Nilai Jual Objek Pajak).

This formula ensures that compensation reflects land value, planning intensity, and policy
priorities. The | index accounts for factors such as location advantages (e.g. proximity to transport
hubs or business areas) and planning incentives in specific zones. The index is adjusted according
to the advantage or desirability of a location. Areas benefiting most from regulatory changes,
such as those with better zoning or development opportunities, would have a higher |, meaning
higher compensation. The index also encourages development in areas with lower indices,
helping to balance growth across the city. NJOP represents the taxable land value and ties the
compensation to the market value of the land. The NJOP ensures that compensation is based on
the real-world value of the land as assessed by the government, accounting for the increase in

land value resulting from the regulatory change.
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The use of both factors ensures a fair and proportional distribution of compensation based on
the unequal benefits that landowners and developers receive from the regulatory change. This
approach reflects a skimming-like rationale, where the unearned value uplift from regulatory
changes should be returned to society, not for the purpose of recovering costs or mitigating
externalities, but to ensure that the value generated by public policy decisions benefits the
broader community.

Still, the main purpose of the policy was not to ensure fairness or support long-term planning.
Instead, it aimed tospeed up development and make the city more attractive to private
investors (Herlambang et al., 2022). This can be seen as Jakarta's attempt to address the city's
rapid urbanization and growing demand for development space, but it also reflects a shift in the
government's  priorities. The government was more focused on economic
growth and investment than on maintaining a balance between social responsibility and urban
planning.

The shift toward increased FAR allowed for rapid expansion, but at the cost of sustainability and
broader public welfare. For example, the increase in FAR in the Mitra Panca Persada project,
which allowed the company to raise its building's FAR from 7 to 13, resulted in an additional
48,000 square meters of office space. While the company paid significant fines for building public
facilities such as the Semanggi Interchange, the additional burden on Jakarta’s infrastructure was
considerable, particularly in terms of water use, electricity demand, and the impact on land
subsidence (The Jakarta Post, 2016). Critics argue that thelarge ecological footprint of
skyscrapers can outweigh the benefits (Liong et al., 2020). Furthermore, while these buildings
may eliminate net carbon emissions for the building itself, they still contribute to urban heat
islands, air pollution, and overburdened infrastructure (Liong et al., 2020). This reflects the
policy’s exploitive nature, with a focus on short-term economic gains and quick development,
neglecting the broader environmental and societal costs of this kind of development. As one
government official put it: “The sky is the limit.” This shows that as long as developers were willing
to contribute, they could keep building higher and more densely (Herlambang et al., 2022).

What stands out is that the largest portion of KLB compensation went to building public

housing, showing that the Jakarta government uses this tool not just to support infrastructure,
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but also to address pressing social needs. At the neighbourhood level, KLB funds were also used
to renovate schools, sports facilities, and waste processing infrastructure (World Bank Group,
2025). These visible outcomes help strengthen the perceived legitimacy of the tool among citizens
and stakeholders. However, while affordable high-rise housing is available, it often does not meet
the needs of many people.

In particular, the provision of rental flats as compensation for FAR violations has raised
concerns. The Jakarta government has developed rental flats in peripheral areas, such as Daan
Mogot and Cengkareng Barat, located about 20 km from the city centre (Herlambang et al., 2022).
These flats were intended to house low-income people displaced from riverside areas after a
series of evictions. Yet, this approach has not been without its issues. Many residents have
reported dissatisfaction with their living conditions, citing factors like social isolation, limited
access to informal economic opportunities, and the negative impacts on mental health (Liong et
al., 2020; Herlambang et al., 2022). This highlights a gap between the government's intent to
provide housing solutions and the actual needs of the urban poor.

Another criticism of PerGub 175/2015 is that the compensation often does not take place in
the same area as the development (Herlambang et al., 2022). For example, developers may build
high-rise projects in central commercial districts, while the public facilities they fund are in
peripheral areas, far from the original development site. This spatial disconnect raises concerns
about negative externalities and equity. It becomes difficult to justify how FAU balances out the
negative impacts of development. Residents living near construction sites often face increased
traffic, reduced groundwater retention, or less sunlight, but they do not experience the benefits

that are supposed to offset these negative effects (Herlambang et al., 2022).

One of the main reasons why developer contributions in Jakarta are often made in kind rather
than in cash relates to limitations within Indonesia’s fiscal framework. Local governments are not
permitted to introduce new taxes independently, and any cash contributions collected from
developers must first enter the national government’s general budget (A. Tarigan, personal
communication, May 14, 2025; B. A. Chandra, personal communication, May 16, 2025). Since

these funds are not earmarked for specific purposes, there is no guarantee that the money will

35



Cas van der Doelen Jul. 25, 25 Master Thesis, Spatial Planning

return to the local government or be used to support the project that generated the value in the
first place (A. Tarigan, personal communication, May 14, 2025).

As Tarigan explains, the core issue is not only how much is collected, but how revenue is
earmarked and spent (personal communication, May 14, 2025). Using in-kind contributions is
seen as a more practical and independent way for the city to apply value capture without
depending on national budget flows (Z. Alaidrus, personal communication, May 14, 2025). Instead
of waiting for funds to be redistributed, the city can directly secure infrastructure or public
facilities through in-kind contributions, which makes the process more reliable and efficient for

local needs.

PerGub 175/2015 helped formalise the compensation system and provided a new way to
support infrastructure funding without using the city’s own budget. On paper, the FAU
mechanism appears to be transparent and rule-based: developers receive additional floor space,
and in return they provide public benefits calculated through a fixed formula. However, in
practice, outcomes varied depending on the project and who was involved. This revealed a gap
between formal rules and perceived fairness. As a result, the system raised broader concerns. For
example: How much say do local communities still have in these planning decisions? What kinds
of long-term effects do these trade-offs create? And is urban planning still serving the public

interest, or is it becoming more of a negotiation tool between cities and developers?

4.1.2 Land Consolidation
While recent discussions often focus on financial tools like FAR-based charges or retribution

payments, land consolidation is one of the few spatial methods for value capture that has existed
in Indonesia for quite some time. It has been used in various settings, such as urban expansion,
farmland consolidation and even in some post-disaster recovery projects (OECD & Lincoln
Institute, 2022). However, based on the interviews conducted for this study, land consolidation
and other forms of value capture were rarely mentioned by local officials or developers. Most
respondents referred only to the FAU system when asked about past or current practices. This
suggests that while multiple tools are described in policy documents and academic literature,

they may not yet be widely recognised or actively used in day-to-day planning practice.
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Local governments can propose land consolidation projects, but they need approval from the
Ministry of Land and Spatial Planning (OECD & Lincoln Institute, 2022). The process is meant to
be collaborative: when 60% of landowners agree, the land is pooled, reorganized and adjusted to
create space for public infrastructure like roads or parks. Landowners then receive a smaller piece
of land, but one that is better located and more valuable. Those who do not agree can still have
their land acquired through regular expropriation at market value (OECD & Lincoln Institute,
2022).

In this approach, the government does not collect a tax. Instead, it captures value through land
contributions, allowing infrastructure or housing to be built without purchasing all land at market
value. The underlying rationale is one of cost recovery: the aim is not to take profit from
landowners, but to recover part of the land development and preparation costs through spatial
reconfiguration.

Indonesia’s first formal experiment with land readjustment began in 1982 with the Renon land
consolidation project in Denpasar, Bali (De Souza & Koizumi, 2020). The goal was to move from
customary land systems to formal land registration and prepare the area for new government
buildings. Landowners were asked to contribute up to 27% of their land for public use, but strong
resistance led to a reduced rate of 18%. Even at that lower level, the government had to invest
heavily in guiding and convincing the community. There was also no legal framework at the time
to allow for the use of reserve land to finance the project, meaning the entire effort had to be
publicly subsidized. As De Souza and Koizumi (2020) explain, this created a path dependency:
future land consolidation projects in Denpasar and elsewhere were shaped by the expectation
that the government, not landowners, would cover the full cost. Even after cost recovery
mechanisms were legalized in 1991, community resistance remained strong. Many landowners
preferred to keep their land rather than accept value increases tied to relocation, especially when
ancestral land or cultural ties were involved. This legacy continues to shape perceptions of land
consolidation today.

More recently, land consolidation was used in Jakarta in a pilot project launched in 2024 in
Cipinang Besar Selatan, a flood-prone and crowded neighbourhood (Yustiningrum & Adianto,

2024). The project aimed to improve housing by offering legal land titles and better apartments
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through vertical land consolidation. However, it failed to gain enough community support. Many
residents had already obtained land tenure through earlier programs and were sceptical of the
government’s promises. Others feared being relocated away from their homes and social ties.
Without sufficient trust or clear communication, the project did not reach the required 60%
approval rate. This shows that even with legal permission and good intentions, land consolidation
can be difficult to implement in informal or vulnerable areas.

A more promising case was seen later that year in Palmerah, West Jakarta. This project was a
collaboration between the Jakarta government, the Ministry of Agrarian Affairs and Spatial
Planning, and the non-profit foundation Buddha Tzu Chi (World Bank, 2025). It was Indonesia’s
first successful vertical land consolidation project. In a dense area with poor housing conditions,
six families agreed to merge their land plots (90 m? in total) and give up 2 m? for a new access
road. In return, they received formal land titles and new apartments in a four-story building
constructed on the same site. The project involved strong cooperation between the Jakarta
housing agency, the regional land office, and the civil society foundation. The families were not
relocated and could remain in their neighbourhood. Although small, this case shows that land
consolidation can work when the process is fair, clearly explained, and supported by trusted
institutions.

In short, land consolidation remains a technically promising tool for value capture in Indonesia,
especially when used as a cost-equivalent alternative to land acquisition. Instead of taxing
unearned increments, it restructures land use to make public investments possible. But
experiences from Denpasar and Jakarta show that legal permission alone is not enough.
Successful implementation depends on clear legal frameworks, strong institutional support, early
community engagement, and culturally sensitive negotiation strategies. Without these
conditions, especially in informal or high-risk areas, land consolidation may remain more of a

theoretical option than a practical solution.

4.1.3 Reflections on Perceptions and Expectations
Jakarta’s experience with FAU has shaped how both government officials and developers

perceive value capture today. The system helped introduce the idea that private actors should

contribute to public goods, but it also narrowed the scope of what “value capture” means in
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practice. So far, most contributions have been triggered by planning incentives, such as bonus
FAR, rather than by capturing the broader increases in land value generated by public investments
(B. A. Chandra, personal communication, May 16, 2025). Developers are expected to contribute
when they ask for extra rights, but not when their land value rises passively due to nearby
infrastructure. In that sense, Jakarta’s approach has focused more on planning compensation
than on redistributing unearned gains.

Over time, FAU created predictable patterns. Developers came to expect that their obligations
would be based on fixed formulas, tied to additional building rights, and settled through in-kind
infrastructure. For planners, this made FAU a practical tool for delivering public goods without
needing extra budget. For developers it was just part of doing business, if it brought something in
return, like more floor space.

By contrast, spatial mechanisms like land consolidation follow a different logic. Instead of
offering incentives, they aim to recover part of the cost of development by reorganizing land use.
Tools such as land pooling or partial land contributions align with value capture principles even if
they are rarely labelled as such. They are particularly useful in areas where full land acquisition
would be too expensive. However, Indonesia’s historical experience shows that having legal tools
is not enough. In Denpasar, the first land consolidation project had to be fully subsidized by the
state because no cost recovery mechanism was in place, creating a legacy of expectations that
still influence landowner behaviour. Even today, many landowners hesitate to contribute land
without direct compensation, even when projects might increase land value in return.

Recent pilots confirm that technical solutions alone are not sufficient. Trust, transparency, and
institutional collaboration are critical. Without these elements, land consolidation may struggle
to gain traction, even when legal frameworks exist and the benefits seem clear.

What remains underexplored in current practice are deeper concerns about fairness and long-
term planning goals. When developer contributions are disconnected from where impacts occur,
or when communities are left out of the process, value capture loses legitimacy. These gaps
highlight why Indonesia needs a more coherent and balanced approach to LVC. One that goes
beyond formulas and floor space, and that responds to local realities while supporting broader

public interests. The next part of this chapter examines how Perpres 79/2024 attempts to address
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these issues and whether it offers a stronger institutional foundation for capturing land value in

support of infrastructure development.

4.2 Analysis of Legal Framework, Opportunities and Pitfalls

While the previous section highlighted the fragmented and ad-hoc nature of LVC practices in
Jakarta, it also pointed to the absence of a clear national framework to support broader
implementation. This gap was addressed with the introduction of Perpres 79/2024, which marked
a formal recognition of LVC as a legitimate tool for infrastructure financing.

Rather than imposing strict rules, the regulation provides an enabling legal basis that allows
local governments to experiment with different instruments according to their needs. This section
examines how the regulation works in practice, what types of institutional arrangements it
promotes, and how experts and planners interpret its potential. It draws on both policy
documents and interviews to explore which longstanding barriers the regulation helps to
overcome and where challenges persist. In doing so, it addresses the second sub-question of this

thesis:

“To what extent are the institutional and regulatory conditions in place for the implementation

of Land Value Capture in Indonesia?”

To answer this question, the analysis is divided into two parts. The first part examines the
national legal framework for LVC, with a focus on Perpres 79/2024. It explains the main concepts,
institutional responsibilities, and procedures introduced by the regulation, and highlights how
this policy creates new legal opportunities to capture land value increases resulting from public
investment. It also explores how the regulation signals a shift in governance, from a more passive
state role to a more proactive, planning-led approach. The second part reflects on which
longstanding challenges are now being addressed, and which barriers remain that may still hinder
implementation on the ground. Together, these sections provide the basis to assess whether LVC
in Indonesia is not only legally permitted but also institutionally feasible, especially in relation to

flood protection efforts in Greater Jakarta.

4.2.1 Legal Foundations
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In 2024, Indonesia introduced Perpres 79/2024 as a new legal and institutional framework for
using LVC. The regulation uses the concept of P3NK (Management of Land Value Increment) to
help governments collect part of the extra land value that is created when public infrastructure is
built. This marks an important change in how the country thinks about funding infrastructure.
Instead of relying mainly on government budgets or foreign loans, the regulation encourages new
forms of financing that are based on local land values and spatial planning.

Perpres 79/2024 describes P3NK as a zone-based funding mechanism that enables
governments to capture land value increases resulting from public infrastructure investments and
spatial planning decisions (Articles 3, 17). It operates through a three-step cycle: value creation,
value capture, and value reinvestment (Article 3). When public actions lead to rising land values
in a defined area, the government may use financial or legal instruments to collect a portion of
that added value (Articles 14-16, 18). The proceeds, referred to as Dana P3NK, must be used for
purposes approved by the regional head based on ministerial recommendation, which may
include infrastructure financing, loan repayment, PPP support, or availability payments (Article
46(5)—-46(6). While priority is given to infrastructure within the catchment area, the funds may
also be used outside it if the project benefits the original area (Article 46(10)). This is particularly
relevant for flood protection projects in river basins, where upstream infrastructure can reduce
risk and increase land values downstream. If the benefit area is clearly defined in the feasibility
study, P3NK enables spatially distributed investment across the basin. Furthermore, if the main
infrastructure needs have been met, unused funds can be reallocated to support other
development zones (Article 47). Through these mechanisms, the regulation provides a legal
foundation for local governments to assess whether land values have increased due to public
investments, and if so, to determine how the added value can be captured and redirected to

support further development (Articles 9-10, 17-18).

Institutional Roles and Responsibilities
Perpres 79/2024 gives local governments a central role in carrying out P3NK (Article 6). Regional
leaders, such as a Bupati (district head) or Wali Kota (mayor), are formally responsible for making

key decisions about how land value is captured in their jurisdiction. One of their main
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responsibilities is to initiate and approve the Feasibility Study (Studi Kelayakan P3NK), which
serves as the legal and practical foundation for initiating a P3NK program (Article 10). This study
must cover a wide range of dimensions. It needs to demonstrate that the local government has
the legal authority, technical capacity, and institutional readiness to execute the program (Article
11). It must also show how the proposed project aligns with spatial plans (RDTR/RTBL), assess its
financial and socio-economic feasibility, and outline the implementation strategy. Importantly,
the study must include evidence of meaningful public participation, particularly involving
vulnerable or marginalized groups, through tools such as focus group discussions or public
hearings (Article 12).

Local governments are also responsible for formally defining the catchment area. This is the
area expected to experience land value increases due to public investment (Article 13). This can
be based on administrative boundaries, a defined spatial impact radius, or transit-oriented
development corridors. Sometimes, the catchment area may stretch across several
administrative boundaries, for example in river basins like the Ciliwung. In these cases, the
regulation allows for cooperation between local governments through formal agreements
(Articles 7(1)-7(3)). If collaboration fails, higher-level authorities can step in. The provincial
government can take over with ministerial approval, or the central government may intervene in
cross-provincial projects (Art. 7(4)).

Another important task for local governments is to appoint a P3NK Manager (Pengelola P3NK)
who is responsible for running the program (Article 49). This manager can be a government
department, a technical agency with public service status or a regionally owned company. Their
job includes managing the budget, working with different stakeholders, distributing funds, and
keeping track of progress through regular reports (Article 50). The funds collected through P3NK
can be directed towards critical infrastructure projects, for example flood protection
infrastructure, which directly benefits the local area by mitigating risks and enhancing resilience
to climate impacts.

In addition, local authorities must create a financial plan that shows where the money will come
from. Not just for the infrastructure itself, but also for the costs of managing the P3NK process

(Articles 44-47). The regulation requires regular monitoring and reporting. The P3NK manager

42



Cas van der Doelen Jul. 25, 25 Master Thesis, Spatial Planning

must report to the regional head at least every six months, and the regional head must submit an
annual report to both the Ministry of Home Affairs and the Coordinating Ministry for Economic

Affairs (Article 53).

Value Capture Instruments

Perpres 79/2024 introduces a wide range of LVC instruments that offer local governments
flexibility in adapting these tools to their specific context. These instruments are divided into two
main categories: those that generate LVC funds and those that result in area development
outcomes. The regulation includes tax-related mechanisms, such as increasing regional taxes
(PBB-P2, BPHTB) in areas where land values rise due to public investments. It also allows for
voluntary payments from landowners or developers in exchange for incentives like permits or
zoning bonuses. Development-based instruments include compensation for exceeding building
limits (KLB) and transfer of development rights, which help balance growth with environmental
protection. Additionally, the regulation facilitates the use of public assets that have increased in
value due to infrastructure projects and promotes horizontal integration, where property
development is combined with infrastructure construction. Below is Table 1, summarizing the

tools mentioned in Perpres 79/2024, their definitions, and their potential applications for flood

protection.
Table 1: Overview of tools under Presidential Regulation No. 79/2024
Instrument Type Short Description Practical Application for Flood Protection
Regional Revenue Increases (Art. Increases in local taxes or fees (e.g. property taxes) Can capture revenue from increased land values,
19-21) resulting from increased land values due to supporting the development of flood resilience
infrastructure or planning improvements. infrastructure.
Voluntary Contributions with Beneficiaries (landowners or developers) can Developers and landowners can be incentivized to
Incentives (Art. 22-24) voluntarily contribute to infrastructure funding in  contribute to the funding of flood protection
exchange for fiscal or non-fiscal incentives (e.g. tax infrastructure in exchange for reduced taxes or
reductions). increased development rights.
Compensation for Exceeding FAR Developers may receive higher FAR in designated  Provides extra funding for disaster risk reduction
Limits (Art. 25-28) zones in exchange for compensating the public projects. Directs higher-density development to
sector, either in cash or through in-kind safer areas or to areas where risks have been
contributions such as building public facilities. reduced.
Transfer of Development Rights Allows landowners to transfer development rights Can be used to preserve flood-prone areas (e.g.
(TDR) (Art. 29-33) from protected or high-risk areas to safer zones riverbanks or floodplains) by allowing landowners
designated for development. to move their development rights to safer locations,
helping reduce flood risk while still enabling urban
development.
Utilization of Public Assets Public assets (e.g. land, buildings) can be used or Public assets can be utilized to fund flood resilience
(BMN/BMD) (Art. 34—39) developed to capture value for LVC purposes, projects. Government may set conditions that any
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Instrument Type Short Description Practical Application for Flood Protection
optimizing land and property for further development on the land must meet certain
development. standards for climate resilience

Horizontal Integration of Property development is integrated into Developers involved in property projects near flood-
Infrastructure and Property (Art. 40— infrastructure provision, where profits from prone areas can contribute to flood protection by
42) development help finance infrastructure projects. integrating flood mitigation infrastructure into their

projects, such as elevated buildings or green
infrastructure, while sharing the costs of protection.

Minister of Finance Regulation No. 68/2024

In addition to Perpres 79/2024, the Minister of Finance Regulation No. 68/2024 (PMK 68/2024)
provides extra support to help make LVC work in practice. This regulation focuses on how the
government can finance infrastructure projects using more flexible funding methods, including
public-private partnerships and other financing schemes (Article 7). PMK 68/2024 offers a
creative financing scheme that combines various funding sources such as foreign loans,
government bonds, and LVC, making it easier for governments to share financial risks and attract
diverse funding (A. Tarigan, personal communication, May 14, 2025). This is important because
many LVC strategies depend on close collaboration between the public sector and private
developers. It also clarifies institutional responsibilities, including the role of the Ministry of
Finance in coordinating financial support. In this way, PMK 68/2024 builds a more flexible and
supportive system for financing infrastructure. This helps make LVC tools more realistic and
applicable, especially in projects where the government aims to capture increases in land value

resulting from public investment.

From Passive to Active Government

Perpres 79/2024 not only introduces technical tools but also signals a broader change in the
government's role in urban development. Traditionally, the government took a passive approach,
waiting for private developers to lead projects, with public benefits added only after the project
had been proposed and negotiated. As one official described it, “The government just waits and
opens the opportunity” (B. A. Chandra, personal communication, May 16, 2025).

However, Perpres 79/2024 changes this dynamic. It encourages local governments to take a
proactive role in creating land value, not just acting as regulators. Local governments are now

tasked with planning, identifying areas where public investments can raise land values, and
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designing strategies to capture a portion of that value. This shift marks a move toward a more
strategic and proactive model of urban planning.

Chandra emphasized that this regulation represents a turning point in urban governance. He
explained that it shifts the mindset of local authorities, guiding them from simply responding to
development applications to taking the lead in shaping and capturing land value. Rather than
waiting for developers to generate value and then negotiating compensation, governments are
now empowered to initiate the process by generating value through infrastructure or zoning and
setting the terms for how that value is shared (B. A. Chandra, personal communication, May 16,
2025).

This shift also changes the government’s relationship with the private sector. Instead of
informal agreements behind closed doors, local authorities are expected to follow clear
procedures, define catchment areas, and involve citizens through public consultations. In theory,
this should make the process more transparent and predictable for both investors and the public.
However, implementing these changes is far from straightforward. It requires strong planning
capacity, reliable data, and close coordination across departments. These conditions are still
developing in cities like Jakarta and Bogor. The following section will explore these practical
challenges in more detail, illustrating why the goals of the new regulation remain difficult to

achieve in practice.

4.2.2 Challenges in Implementing Perpres 79/2024

Several earlier studies pointed to key limitations in Indonesia’s ability to implement Land Value
Capture effectively. Safaria et al. (2024), for example, described a legal vacuum at the national
level, which made it difficult for local governments to authorize or coordinate LVC projects.
Similarly, Santoso et al. (2022) showed that local initiatives, like those in Semarang, often
remained small-scale and ad hoc due to the absence of a unified legal framework and limited
opportunities for structured stakeholder engagement. Perpres No. 79/2024 directly responds to
these gaps. It creates the legal foundation that was previously missing, defines the roles of key
actors and provides a shared structure for planning, implementing, and monitoring LVC initiatives.

While Perpres 79/2024 creates an important legal foundation for LVC in Indonesia, it does not

force local governments to apply it. Instead, the regulation provides an enabling framework. It
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outlines the tools, roles and procedures for value capture, but leaves the actual use of these
instruments to the regional leaders. By keeping LVC optional, the regulation allows each region
to decide if and how they want to use the P3NK mechanism. Several government officials
interviewed during this research confirmed that LVC is still a new concept for local governments.
Even with the new regulation in place, there are questions about whether municipalities have the
tools and expertise needed to carry out feasibility studies, define catchment areas, and manage
the financial aspects of value capture (K. S. Pramudito, personal communication, May 12, 2025;
B. A. Chandra, personal communication, May 16, 2025). Field insights from Jakarta and Bogor
Regency highlight how fragmented responsibilities, limited capacity and political discontinuity

undermine the potential of this regulation.

1. Fragmented Responsibilities and Limited Coordination

One of the main challenges in applying LVC is that responsibilities are spread across different
government departments. In Jakarta, for example, tasks like taxation, spatial planning, asset
management and infrastructure are handled by separate agencies that rarely work together. As
one official explained, “There is no coordination between us and the tax office,” even though
taxation is one of the key tools for LVC (B. A. Chandra, personal communication, May 16, 2025).

This institutional fragmentation is made worse by weak coordination between different levels
of government. In Jakarta, early efforts to apply LVC were based on local regulations, while
Perpres 79/2024 still depends heavily on national-level support, with limited follow-up at the local
level. In Bogor Regency, LVC is still new and not well developed. According to Mr. Pramudito from
the regional planning office, there is currently no single institution responsible for managing LVC,
and responsibilities such as feasibility studies and payment collection remain fragmented (K. S.
Pramudito, personal communication, May 12, 2025). Even in Jakarta, where the system is more
advanced, LVC is still implemented in separate silos. Public asset managers, tax offices and land
use planners all operate without a shared mandate or coordination (B. A. Chandra, personal

communication, May 16, 2025).

2. Lack of Technical Capacity
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In both Jakarta and Bogor, the lack of qualified staff and standardized methods continues to
make LVC implementation difficult. In Jakarta, different departments often use their own
formulas to calculate developer contributions. These amounts can also change depending on who
is in political power, which creates inconsistency and weakens long-term planning (B. A. Chandra,
personal communication, May 16, 2025). This kind of unpredictability can also reduce investor
trust.

In Bogor, the problems are even more basic. Staff members still lack the skills to estimate land
value increases or design benefit-sharing mechanisms (K. S. Pramudito, personal communication,
May 12, 2025). Without a clear and shared method for calculating value uplift, it becomes difficult
for local governments to create convincing LVC plans or to explain them to developers in a
credible way. Even though Perpres 79/2024 requires feasibility studies, many local governments
do not yet have the human resources needed to carry them out properly, especially outside major

cities.

3. Weak Awareness and Institutional Readiness

Institutional awareness of LVC’s potential remains low, especially outside Jakarta. Even in the
capital, officials sometimes fail to recognize that value uplift, especially from infrastructure like
MRT stations, can be captured through taxation, even without giving developers additional
building rights (B. A. Chandra, personal communication, May 16, 2025).

In Bogor, similar instruments, such as building coverage ratio contributions, have been used in
nearby areas like Sukabumi. However, applying these tools in urban Bogor is more difficult
because of its larger scale and complexity (K. S. Pramudito, personal communication, May 12,
2025). Another challenge is that government agencies often do not measure or monitor how their
infrastructure projects affect land values. Also, many local governments overlook the connection
between public investment and changes in land prices, even though research has already shown

that such effects exist (S. Sariffuddin, personal communication, May 12, 2025).

4. Trust and Transparency Concerns
A lack of transparency and public trust also presents a serious challenge for LVC

implementation. According to Pramudito, people may become suspicious of the government
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when they feel that private developers gain more than the public. If the profits for private
companies appear larger than the benefits for citizens, people may assume that something is
being mismanaged or even that corruption is involved. “People will ask: “‘Where did the money
go?’” he explained, noting that such perceptions often arise when there is no clear explanation
of who benefits, by how much and why (K. S. Pramudito, personal communication, May 12, 2025).

The problem is made worse by Indonesia’s self-reported property tax system, where official
land values often do not reflect real market prices (B. A. Chandra, personal communication, May
16, 2025). According to Sariffuddin, this creates a kind of systemic mismanagement, where
inaccurate data hides deeper problems in public finance and reduces trust in how funds are
collected and used (S. Sariffuddin, personal communication, May 12, 2025).

Although Perpres 79/2024 clearly calls for better regulation and transparency, these systems
are not yet working well in practice. This may be because the regulation is still very new, and it
will take time for institutions to adjust and build the necessary capacity. While initiatives like
participatory planning workshops and charrettes have been piloted in Bogor, their impact is
limited in high-density urban areas. As Pramudito explained, “One hectare can have over a
thousand people,” making meaningful participation difficult (K. S. Pramudito, personal
communication, May 12, 2025). He also noted that political changes often disrupt these efforts:
“We tried participatory planning, but then political change happened.” This again shows how

election cycles and leadership turnover can interrupt long-term planning processes.

5. Mismatch Between Costs and Benefits Across Regions

One of the key challenges in applying LVC is the spatial mismatch between where infrastructure
is built and where the benefits are felt. For example, the Ciawi and Sukamahi dry dams are in
Bogor, but most of the flood protection benefits are felt downstream in Jakarta. This makes it
difficult for local governments in Bogor to capture any land value increase that might result from
these national projects. At the same time, the people and businesses who benefit in Jakarta fall
under a different jurisdiction, so they cannot be directly taxed to recover the costs of upstream
investment. Although Perpres 79/2024 allows for cross-regional cooperation (Article 7), there is
still a lack of practical frameworks and systems to effectively implement this in practice. As

Pramudito noted, "Without the data, it is hard for us to communicate with Jakarta" (K. S.
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Pramudito, personal communication, May 12, 2025). The communication gap and insufficient
data make coordination between regions challenging, which hinders the ability to apply LVC
across administrative boundaries.

According to Mr. Tarigan, even when local governments in places like Bogor or Jakarta
understand the benefits of upstream investments, they still face limitations, either in budget or
in legal authority. Because of this, he noted, “they have nothing to do, rather than ask the central

government” (A. Tarigan, personal communication, May 14, 2025).

In summary, Perpres 79/2024 provides a crucial legal and institutional foundation for Land
Value Capture (LVC) in Indonesia, representing a shift towards a more proactive and structured
approach. It equips local governments with both the authority and tools to link public investment
to land value increases. However, while the regulation establishes the framework, its successful
implementation depends on how well local governments understand and apply the process. The
regulation creates the legal space for value capture but does not guarantee its use. Success
depends on local governments' interpretation of the regulation, the development of institutional
structures, and effective collaboration with the public and private sectors.

Ultimately, Perpres 79/2024 is not a silver bullet. It should be seen as a starting point, not a full
solution. Its effectiveness depends on local capacity, reliable data, and strong coordination across

agencies and regions.

4.3 Legitimate Pathways for Implementing LVC in Flood-Prone Areas

For LVC to work in practice, the underlying rationale must also be seen as fair and suited to the
type of infrastructure being built. This section explores which rationale for LVC is most promising

in the context of flood-prone areas like the Ciliwung Basin, answering the question:

Which rationale for land value capture offers the strongest basis for legitimate implementation
in the context of flood risk management in the Ciliwung Basin, and under what conditions can

these rationales be applied?
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The focus here is on when and under what conditions the approach makes sense. The three
main rationales: cost recovery, externality mitigation and skimming of development gains, each
offer a different way to justify why property owners or developers should contribute to public
infrastructure. But these rationales do not apply equally in every situation.

Through developer and expert interviews and recent policy developments, this chapter looks
at how these rationales are understood and accepted in practice. By comparing local projects with
large-scale national investments like the Ciawi and Sukamahi dams, the chapter also shows where
the current LVC framework reaches its limits and what kind of institutional changes may be

needed to make it work.

4.3.1 Developer Support for Skimming

Among the three discussed rationales for LVC, skimming of development gains appears to align
most closely with current policy developments in Indonesia and developers' perceptions of their
role in the process. One respondent noted that flood protection infrastructure, such as upstream
dams, directly leads to land value increases in flood-prone areas. He emphasized that buyers
prioritize flood safety when selecting properties, and as flood risks decrease, land values tend to
stabilize or increase. From his perspective, asking developers to contribute a small portion of
these increased values can be viewed as fair, particularly when the mechanism is transparent and
tied to tangible public benefits (D. Muttagin, personal communication, May 24, 2025).

However, some developers expressed concerns about additional contributions. Specifically,
they believe it should not be their responsibility to fund flood risk infrastructure, which they view
as a government responsibility (A. I. L. Gayo, personal communication, May 12, 2025; C. Widjaja,
personal communication, June 2, 2025). This weakens the legitimacy of a cost recovery rationale.
Developers also emphasized that any further contributions should not compromise profit margins
to the extent that projects become unfeasible (C. Widjaja, personal communication, June 2,
2025). This aligns with the key point that skimming of development gains should be based on a
fair share of the value increase, without discouraging private investment.

Another rationale raised by developers is externality mitigation, particularly in cases where
infrastructure leads to negative impacts. During the interviews, it was noted that developers are

already required to mitigate negative externalities associated with their projects. For example,
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developers must address congestion and other negative impacts directly tied to their
developments (C. Widjaja, personal communication, June 2, 2025). This raises the following
challenge: When the government applies a skimming rationale with a fixed levy, developers often
argue that the revenues should be reinvested in public services that directly benefit the project
area. As Alterman (2012) points out, relying on a betterment recapture strategy, risks
transforming the model into an indirect value capture tool driven by an impacts-based rationale.

The skimming rationale is rooted in capturing a fair share of the increased land value resulting
from public investment. However, when developers frame their contribution as compensatory
for negative impacts, the rationale shifts from capturing unearned value to addressing negative
consequences. This shift can weaken the argument for fairness, and the policy may start
resembling compensation for external costs, rather than a fair share of the benefits from public
investments (Alterman, 2012). This change in framing risks undermining the legitimacy of the
policy and could provoke resistance from developers.

This shift introduces several challenges. First, the fairness of the policy becomes less clear, as
developers may argue that they are already addressing externalities through their own
investments. For example, one developer highlighted that in Indonesia, developers are required
to allocate up to 40% of their master plan areas for public use, including roads, drainage, and
green spaces. He expressed concern that if public investments, such as flood protection
infrastructure, lead to increased land values, developers might hesitate to contribute again to
recover these public costs. As he put it, “As long as the calculation and distribution are
proportional and fall within the 40%, | think it is fair. Contributions beyond this should be the
government’s responsibility” (A. I. L. Gayo, personal communication, May 12, 2025). This
reinforces the argument that shifting to a model based on externality mitigation can make the
levy seem more like a penalty than a fair share of the benefits, potentially weakening public
support.

Additionally, framing the policy around externality mitigation introduces complexity, as these
instruments are more flexible and open to interpretation. Developers may attempt to reduce
their contributions by citing costs associated with mitigating congestion or other impacts. This

flexibility can undermine the original intent of the policy, reduce the funds available for public
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infrastructure, and create administrative challenges. As Alterman (2012) notes, indirect value
capture tools are more prone to legal challenges, further complicating their implementation.
Therefore, if the government adopts a skimming model, it must ensure that it is framed as a
fair return on public investment, rather than as a penalty or compensation for externalities. This
approach preserves the direct value capture rationale, keeping it aligned with the original intent
of capturing the unearned increment, rather than diluting it with the logic of externality

mitigation.

4.3.2 Challenges for Indirect LVC Instruments in Indonesia

In the context of Indonesia, indirect value capture mechanisms, such as those based on
externality mitigation or cost recovery, face significant challenges. As Alterman (2012) outlines,
the successful application of these tools depends on several preconditions that are not yet in
place in Indonesia. One major obstacle is the lack of well-trained professionals in key roles, such
as urban planners and real estate experts, who can negotiate with developers or develop
standardized impact assessments. As discussed earlier, there is a general shortage of expertise in
Indonesia’s urban planning departments, limiting the ability to accurately assess land value
increases or enforce complex policies like indirect value capture (K. S. Pramudito, personal
communication, May 12, 2025). Without this technical capacity, the implementation of indirect
value capture would likely be inconsistent and poorly executed.

Moreover, the absence of reliable data on land price fluctuations further complicates the use
of indirect instruments. Officials have expressed concerns over the difficulty of challenging
developers’ claims that the costs of contributions will lead to higher housing prices, as many areas
in Indonesia lack robust and transparent systems for monitoring these fluctuations (S. Sariffuddin,
personal communication, May 12, 2025; B. A. Chandra, personal communication, May 16, 2025).
This uncertainty in land value data not only weakens the ability of local governments to justify
levies, but also opens the door to legal challenges and disputes over fairness, which could
undermine the legitimacy.

Additionally, trust in government institutions remains a significant concern in Indonesia. Due to
ongoing corruption, people are skeptical about systems that rely on discretion for value capture.

Many stakeholders worry that such systems could be vulnerable to manipulation or misuse, which
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would further reduce public confidence (K. S. Pramudito, personal communication, May 12,
2025). The lack of trust in government institutions makes it difficult to implement indirect value
capture without increasing the risk of misallocation or corruption.

Given these challenges, relying on indirect value capture mechanisms in Indonesia risks
introducing significant complexity and vulnerability to legal and administrative challenges. In
contrast, direct value capture, such as skimming development gains, offers a simpler and more

transparent approach that is better suited to the current institutional capacity in Indonesia.

4.3.3 Applications in Practice: Spatial Interventions

In flood-prone areas like the Ciliwung basin, the way land value is created differs from more
familiar forms of LVC. Instead of coming from vertical development, such as increases in FAR, or
from visible infrastructure like new roads or transit stations, the value here comes from reduced
flood risk. When the government invests in projects like river widening, bypass channels or
embankments, the surrounding areas become safer over time. This improved safety, along with
lower risks of property damage or insurance costs, can lead to higher land values, especially in
areas that used to be vulnerable to flooding (Choi & Lee, 2016; Cobian Alvarez & Resosudarmo,
2019). However, these kinds of projects often need land to be reallocated or acquired, which can

be difficult in densely populated or informal settlements along the riverbanks.

Land Acquisition and Land Readjustment

During the interview, a possible solution was discussed: using a partial land acquisition model.
Instead of buying entire plots at full market value, the government would only acquire the specific
parts of land needed for flood infrastructure, such as embankments or channels (K. S. Pramudito,
personal communication, May 12, 2025). The landowner would keep the rest of the land, which
is expected to increase in value due to the public investment. This idea is currently being
considered in Bekasi, where a river normalization project was projected to cost around Rp320
billion (US$196 million) if all land had to be purchased. To reduce costs, officials explored whether
landowners might be willing to give up part of their land without compensation, as long as the
value of the remaining land increases enough to make up for the loss (K. S. Pramudito, personal

communication, May 12, 2025).
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A second, more ambitious option is land readjustment. Instead of buying land from residents,
this approach involves pooling and reorganizing multiple plots to make space for public
infrastructure. After the project is completed, the land is redistributed to the original owners, but
in smaller, better-organized and more valuable plots. The idea is to let residents stay in the area
and benefit from the improved environment. The logic behind land readjustment often fits with
a cost equivalency rationale. The goal is to recover part of the project costs, for example for land
preparation or building embankments. Landowners are asked to contribute part of their land, and
in return, they receive a smaller but safer and legally recognized plot that is often worth more
than what they started with. In this view, the land contribution is not a loss but a fair exchange.
People give up a small part of their land to enable public improvements and, in return, gain better
living conditions and stronger land rights. The potential of this approach was acknowledged,
especially when public budgets are limited. As Pramudito explained, land-based compensation is
often a practical necessity for making such projects feasible (K. S. Pramudito, personal
communication, May 12, 2025). In this sense, LR functions not as a profit-skimming tool, but as a
self-financing mechanism.

That said, the feasibility of LR depends not only on technical design but also on social
acceptance and perception. As explained by Sarifuddin during the interview, “Most inhabitants
do not recognize the risk, or they simply do not care about it,” even when the objective flood risk
remains high (S. Sariffuddin, personal communication, May 12, 2025). This leads to a situation of
risk dissonant perception, where infrastructure reduces real danger, but people do not value the

|II

benefit. The only effective way to “signal” the benefit is through changes in property prices.
People may ignore flood risk itself but pay attention when the market reacts (S. Sariffuddin,
personal communication, May 12, 2025).

Even when residents do recognize the risk, many are still unwilling to move. As Chandra
explained, “People prefer to live in a flood-prone area over an uncomfortable area where they’re
not used to,” (B. A. Chandra, personal communication, May 16, 2025). Communities often resist
relocation to high-rise apartments or unfamiliar neighbourhoods, even if these offer better

housing and safety. Concerns about losing social networks, jobs, or access to services often

outweigh the promised benefits. As one respondent noted, “even the government provides new
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houses with furniture, but people still reject it.” This creates a paradox: those most at risk are
often least willing to move, making it harder for governments to clear floodplains or reallocate
land for flood buffers (B. A. Chandra, personal communication, May 16, 2025).

While the early land readjustment projects in Denpasar had challenges, such as weak cost
recovery and benefits that mostly went to wealthier landowners, they also showed that land
readjustment can be effective when designed and implemented in the right way. Key success
factors include keeping land contributions reasonable, clearly explaining the process and ensuring
that landowners receive meaningful benefits, such as formal land titles and safer living conditions
(De Souza & Koizumi, 2020). If carefully applied, land readjustment could be a useful tool to create
space for flood buffers, while still allowing local communities to remain nearby and benefit from
improved safety.

In short, while land readjustment offers a promising cost-equivalent approach to funding
infrastructure and reducing flood risk, its success will depend on trust, social acceptance and local
context. Transparent procedures, early community involvement and visible public benefits are

essential to ensure that land readjustment is socially fair and widely supported.

Complexity of National Investments

While the earlier examples highlight how LVC can work at the local level, particularly through
skimming or cost-equivalent contributions, nationally funded infrastructure projects like the
Ciawi and Sukamahi dams introduce more complex challenges. These cases stretch the
applicability of all three rationales and bring underlying institutional limitations to the surface.
The dams were built in Bogor Regency by the central government to reduce flood risk in Jakarta
and other downstream areas (ANTARA, 2022). Even though they serve an important role and may
increase land values in flood-prone areas, no LVC tools have been used so far to recover any of
that value from the people who benefit.

This situation shows a key problem in governance: the physical and institutional gap between
where the infrastructure is built and where the benefits are felt. Most LVC models work best when
the value created and the place that benefits are in the same area. However, as Alterman (2012)

notes, linking value rise to public works is challenging due to difficulties in proving the causal
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relationship and determining the geographic impact. The dams raise the question of whether LVC
can still apply when value is created by national action but felt across different jurisdictions.

For land value capture to work properly, it must be clear which land parcels have increased in
value because of public infrastructure. In the case of the Ciawi and Sukamahi dames, it is still
unclear which areas benefit most from the reduced flood risk. There is currently no detailed map
showing how much specific neighbourhoods along the riverbanks are protected by the dams. This
lack of information complicates the application of the direct skimming rationale. Without detailed
data on how much land values have increased in specific areas it is difficult to justify a fair and
proportional tax. The lack of evidence also weakens the legal argument for collecting
contributions from those who benefit. According to a local official, it is essential to map the areas
that benefit and the corresponding value increase, as the government of Jakarta will not provide
funding until the benefits to these areas are clearly demonstrated (B. A. Chandra, personal
communication, May 16, 2025). People may see value capture as unfair if they cannot see the
connection between the project and the value of their land. As discussed in Chapter 2, this reflects
a core challenge of distributive fairness. Without clear evidence of who benefits and to what
extent, the rationale for contribution becomes blurred, reducing perceived fairness and
weakening legitimacy (Fainstein, 2014; OECD, 2017).

One possible solution to this challenge is collaborative mapping, a method previously used in
disaster-prone areas like Mount Merapi and the Winongo and Ampal rivers (Gunawan et al.,
2016). In these cases, local governments teamed up with communities, NGOs, and agencies to
create maps showing land use, boundaries, hazard zones, and infrastructure routes. These maps
helped identify at-risk areas and those that would benefit from public interventions, facilitating
fair land consolidation or relocation plans. For example, in Mount Merapi, the collaborative map
supported a land consolidation project post-eruption, while in the Winongo and Ampal cases, the
maps were used for flood risk zoning. This approach combined technical accuracy with local
knowledge, building trust and ensuring active participation. Applied in the Ciliwung Basin, a
similar strategy could clarify which neighbourhoods benefit from the Ciawi and Sukamahi dams,

providing the spatial and institutional clarity necessary for successful value capture.
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Even if a value capture mechanism were put in place, it remains unclear where the
contributions would go. Since the dams were funded by the national government, any
contributions from developers or landowners downstream would likely end up in the national
budget, raising concerns about transparency and fairness. If local actors are asked to contribute,
they may question how they can be sure that the money will be used for flood protection in their
area and not diverted for other purposes. As one respondent explained in the interview: “If the
tax goes to the regional budget, it can be used anywhere. We need a policy to make sure that the
money is reinvested in the area that generated the value” (B. A. Chandra, personal
communication, May 16, 2025).

The introduction of Perpres 79/2024 now offers a legal framework for clearer and more
transparent rules on the allocation and use of LVC funds. This regulation lays the foundation for
ensuring that funds are directed back into the areas that generate value. However, as this
regulation is still very new, there is a need for concrete examples and a starting point to show
that the system can work fairly. Building trust in this process will take time, as people need
assurance that the funds will be managed transparently and equitably. Without these rules, it
remains difficult to demonstrate that contributions are being used fairly. This uncertainty
weakens the connection between who pays and who benefits, undermining the legitimacy of the

value capture system.

Given these differences, a hybrid approach may work best. In areas with active development
and rising land prices, value skimming, based on profit-sharing or fixed percentages, could be
applied. In areas that need physical changes, such as land consolidation and readjustment based
on cost recovery may be more suitable. In both cases, strong coordination between government
levels and a focus on public trust are essential. This is not only important for legal implementation,

but also for making sure LVC is seen as fair and legitimate by the people it affects.

57



Cas van der Doelen Jul. 25, 25 Master Thesis, Spatial Planning

5 Conclusion

This thesis explored how past practices, and institutional conditions shape the potential for LVC
to finance flood protection infrastructure in Indonesia. Focusing on the Ciliwung River Basin, it
examined how national policies, local governance and different LVC rationales interact in practice,
and how earlier experiences continue to shape expectations about fairness and feasibility.

Even though LVC was only recently included in official Indonesian policy, the findings show that
the idea behind it has been around for much longer. Especially in Jakarta, where similar
approaches have already shaped how people understand and expect LVC to work, both in
planning and in politics. This answers the first sub-question, by showing that earlier LVC-like
practices, such as Floor Area Uplift, have left a legacy of incentive-based thinking, which continues
to influence how LVC is perceived today. These experiences helped normalize the idea that
private developers should contribute to public goods, but often through negotiated planning tools
rather than through broader value redistribution. In comparison, spatial tools like land
readjustment, which are more focused on cost recovery, have been used much less often.

Examples from Renon (Bali) and Cipinang Besar Selatan (Jakarta) show that just having legal
tools is not enough. When there is limited institutional support, low public trust or weak
community involvement, even technically strong projects can fail to deliver real results. This
connects directly to the second sub-question, which looks at whether the institutional and
regulatory conditions are in place. The evidence suggests that while a legal basis now exists,
practical readiness is still limited. Legitimacy depends not only on the content of the policy, but
also on how it fits with local institutions and the public acceptance.

The introduction of Perpres 79/2024 marks an important step forward. It is the first national
legal framework for LVC in Indonesia and includes a wide set of tools, such as regional revenue
increases, voluntary contributions with incentives, and transfer of development rights, among
others. While the regulation creates new opportunities, putting it into practice comes with several
challenges. Fieldwork in Jakarta and Bogor Regency shows that unclear responsibilities, limited
technical skills and poor coordination between government levels make it difficult to use LVC
effectively. In addition, public understanding of LVC is still low and there are ongoing concerns

about trust and transparency.
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In this complex policy setting, different rationales for LVC play different roles. Interviews with
both developers and government officials show that the most widely supported model is
development gain skimming, where part of the increase in land value from public investment is
collected by the government. This approach is generally seen as fair, if the contributions are clear,
reasonable and directly linked to visible public benefits.

At the same time, cost equivalency models, like partial land acquisition or land readjustment,
seem more useful in areas that are flood-prone and require direct physical change. These models
help lower the cost of infrastructure and allow communities to stay in place, rather than being
relocated. However, they only work well when there is strong public support and trust in the
institutions managing the process. This directly addresses the third sub-question, by showing how
different rationales for LVC are understood and applied under specific conditions.

Projects like the Ciawi and Sukamahi dams highlight the limitations of both approaches in
practice. Because these nationally funded projects span multiple jurisdictions, value capture is
complicated by unclear benefit zones and a lack of mechanisms to allocate revenue fairly. Without
spatially specific benefit mapping or earmarked reinvestment, contributions from developers or
landowners risk lacking distributive fairness and undermining legitimacy.

In conclusion, a hybrid model, combining skimming in areas of new development with cost-
equivalent strategies in areas needing physical transformation, offers the most realistic and
legitimate path forward. However, technical design and legal tools alone are not enough. The
success of LVC as a financing strategy for flood protection infrastructure ultimately depends on
building institutional capacity, cross-level coordination, and above all, public trust and
participation. What this study shows is that LVC is more than a financial instrument. It is a
balancing act between policy, perception and the institutional realities on the ground. By building
on local experience, improving current practices and making sure tools fit the local context,
Indonesia can start creating small but real success stories. These step-by-step examples can help
show that LVC works and will slowly open the door to building safer, more resilient cities for the

future.
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6 Discussion

6.1 Interpretation of Findings

One of the main insights from this research is that short political terms often stand in the way
of long-term planning tools like LVC. Infrastructure for flood protection requires consistent effort
and planning over decades, well beyond a single political term. As a result, changes in government
frequently lead to delays, shifting priorities, or even policy reversals. This dynamic illustrates the
risk of a vicious circle: when long-term planning capacity is weak, LVC mechanisms are difficult to
implement effectively, leading to underfunded infrastructure and declining public trust. Breaking
this cycle requires strong and stable institutions. Without them, even well-designed regulations
such as Perpres 79/2024 may not achieve their goals. LVC can only succeed when embedded
within broader spatial strategies that extend beyond short-term agendas, such as long-term flood
risk management or masterplans.

Another important challenge concerns the balance between legitimacy and
feasibility. Developers in this study generally supported the idea of contributing a share of value
gained, particularly under skimming models. But they also emphasized fairness and predictability.
If contributions are too high, investors may walk away. If they are too low, the public misses out
on infrastructure funding. This highlights the practical need to balance LVC rationales. As
discussed in Chapter 2, the legitimacy of LVC depends in part on the rationale used, whether cost
equivalency, externality mitigation, or development gain skimming, and how well this aligns with
local ideas of fairness. This study confirms that the rationale matters: respondents preferred
skimming models when contributions were clearly tied to public benefits and supported cost-
equivalent strategies in areas needing physical transformation, such as flood-prone zones.

However, this study also shows that the rationale alone is not enough to secure public
acceptance. Concerns emerged when contributions seemed disconnected from visible
improvements or when the rules were unclear. This highlights how distributive fairness, who pays
and who benefits, plays a central role in shaping legitimacy. At the same time, procedural
fairness also proved essential. Residents and developers stressed the importance of early

involvement, transparent rules, and meaningful consultation. This suggests that public
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acceptance also depends on how clearly policies are communicated and how genuinely they
include stakeholders in decision-making.

Public acceptance, in turn, cannot be seen as the only condition for successful
implementation. As emphasized in the framework, legitimate LVC also relies on administrative
capacity and a strong legal foundation. Without clear institutional roles, sufficient technical skills,
and coordination between government levels, even well-supported policies may fail in practice.
The introduction of Perpres 79/2024 provides a vital legal step forward, but its impact will depend
on how well it is embedded in existing planning systems, adapted to local contexts, and
accompanied by clear communication and stakeholder engagement.

Finally, this research draws attention to the role of informal institutions and behavioural
responses. Many residents, even when offered safer housing, prefer to stay in risky areas they
know well. In cases of land readjustment or relocation, public resistance is often driven not by
technical flaws but by how people feel about the process, whether they feel heard, respected,
and informed. This reinforces the insight that procedural fairness is not a final step, but an
ongoing condition for building legitimacy. Understanding these social dynamics is crucial,
especially when applying LVC tools in vulnerable communities. It also highlights the need for
interdisciplinary collaboration. Urban planners cannot do this work alone. Behavioural experts

and community leaders are essential to ensuring that policies are understood and supported.

6.2 Theoretical Contributions

This study adds to existing research on the legitimacy of LVC by showing that formal
justifications alone are not enough to gain public support. While earlier studies have focused on
rationales, this research highlights that legitimacy is co-produced: not only through legal
frameworks or technical reasoning, but also through how policies are explained, experienced, and
implemented on the ground. These justifications need to be seen as fair, clearly communicated,
and connected to the social and institutional context in which they are applied.

The findings also support the idea that both procedural and distributive fairness are essential
for making planning tools feel legitimate. This study builds on earlier theories by showing that

fairness is not just about outcomes (like who pays and who benefits), but also about how
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decisions are made, how clearly the rules are communicated, and whether people feel genuinely
involved. This underlines the importance of linking ideas from planning theory with practical
guestions around urban finance and infrastructure delivery.

In addition, the research brings the idea of path dependency into the discussion of LVC. It shows
that older institutional patterns, such as short political cycles, unclear responsibilities between
government levels, and low public trust, can make it hard to apply long-term tools like LVC
effectively. In doing so, the study adds to broader discussions on institutional change and urban
governance by showing how history and behavioural factors can shape whether policy tools
succeed or not. This suggests that improving LVC implementation also requires strategies that
respond to the local political and social environment.

Finally, by situating the findings in the context of flood risk management and climate
adaptation, this thesis links LVC to wider debates on just urban transitions and resilience
planning. It argues that LVC should not only be understood as a financial instrument for
generating revenue, but also as a governance tool that must align with local values, planning

capacity, and long-term development goals.

6.3 Methodological Limitations

This study has several limitations that affect the generalisability and scope of its findings. First,
the qualitative part of this research was based on a limited number of semi-structured interviews
with government officials, developers, and planning experts, most of which were conducted in
Jakarta and Bogor. While these interviews offered valuable insights into perceptions of LVC,
institutional preparedness, and implementation challenges, the relatively small and
geographically concentrated sample limits the ability to generalise the findings to other regions
of Indonesia.

Second, the research relied solely on qualitative methods, including interviews and document
analysis. Although this enabled a rich, context-specific understanding of LVC dynamics, the
absence of quantitative analysis remains a limitation. A hedonic pricing model was initially

considered to estimate land value changes after the construction of the Ciawi and Sukamahi
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dams. However, difficulties in accessing reliable data made this unfeasible. This limited the study’s
ability to provide empirical estimates of value uplift or test LVC effectiveness more systematically.

Third, the national regulation on LVC (Perpres 79/2024) is still in its early stages. While the
regulation provides a legal framework and introduces a variety of tools, actual implementation
remains limited. As such, many conclusions drawn from this research are based on current early-
stage experiences and may evolve as the regulation is further developed and more widely
implemented.

Finally, the study only briefly addressed behavioural and socio-cultural responses to LVC
instruments, such as land readjustment. Although interviews suggested that emotional
attachments, risk perception, and distrust in government influence community responses, these

factors were not explored in sufficient depth to generate firm conclusions.

6.4 Directions for Future Research

Future research could address these limitations in several ways. Comparative case studies
across different Indonesian regions, especially those with varying institutional capacities, could
provide a deeper understanding of how context shapes LVC feasibility and success. This would
also contribute to theoretical debates around institutional variation and implementation
dynamics.

In addition, mixed-methods research combining qualitative insights with quantitative models
could help estimate land value uplift more accurately and test the economic case for LVC.
Collaborations with private sector data providers may offer pathways to overcome current data
limitations and strengthen the evidence base for policy decisions.

Long-term studies that track how Perpres 79/2024 is institutionalised over time could also be
valuable. These could offer insights into how LVC regulations evolve, how they are adapted in
practice, and what institutional learning processes emerge. Such studies would enrich theoretical
perspectives on policy development and regulatory effectiveness.

Further research is also needed into the behavioural and cultural dimensions of LVC.
Ethnographic fieldwork, participatory mapping, or behavioural experiments could reveal how

local values, trust, and risk perceptions shape support for LVC. Understanding who gains and who
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loses from LVC implementation is especially important for evaluating its fairness and long-term
viability. As the policy matures, monitoring distributional impacts will be key.

In short, while this study provides a useful starting point for understanding the legitimacy and
implementation of LVC in Indonesia, more empirical research, spanning regions, methods, and
disciplines is needed to build a fuller picture of its potential as a fair and effective planning

instrument.
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Appendices

Appendix A: Overview of Interviewees

TABLE A1l: OVERVIEW OF INTERVIEWEES

Name Function Institution Region Date

Alaidrus, Z. Head of Dept. for Spatial Planning, Bureau for Development and Jakarta May 14, 2025
Infrastructure and Land Environment (Local
Management Government)

Respondent 2 Colleague of Z. Alaidrus Bureau for Development and Jakarta May 14, 2025

(colleague of Environment (Local

Alaidrus) Government)

Chandra, B. A. Head of Spatial and Land Creation Local Government Jakarta May 16, 2025
Office

Gayo, A. I. L. Vice Chairman, Real Estate Indonesia  Private sector Jakarta; May 12, 2025

Surabaya

Muttagqin, D. Developer Real Estate Indonesia Private sector Jakarta May 24, 2025

Po, W. Developer Private sector Jakarta June 12, 2025

Pramudito, K. S. Urban Planner, Department of Local Government Bogor May 12, 2025
Spatial Planning Regency

Rahmatasari, A. Urban Planner, Department of Local Government Jakarta May 14, 2025
Spatial Planning

Sariffuddin, S. Assistant Professor, Dept. of Urban Diponegoro University Semarang May 12, 2025
and Regional Planning, Faculty of
Engineering

Tarigan, A. Head of Section, Ministry of Finance; Local Government Jakarta May 14, 2025
PhD Student

Widjaja, C. Developer Private sector Jakarta June 2, 2025
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Appendix B: Interview Guide Local Government

Section A — Implementation and Policy Frameworks

Can you describe any cases where Land Value Capture has been applied in your city or region?
What legal or regulatory frameworks have supported these applications?

Are you familiar with the new Presidential Regulation No. 79/2024 on Land Value Capture (P3NK)?
Do you expect that PR 79/2024 will change how local governments apply LVC in practice?

How would you assess the institutional capacity of your city to implement LVC?

Section B — Legitimacy and Stakeholder Engagement

How would you describe the relationship between local governments and private developers regarding urban
development?

To what extent are stakeholders (such as developers and residents) involved in LVC-related processes?

Do you think stakeholder participation in LVC policy design or implementation can be improved? If so, how?
How well do you think the general public understands the concept of Land Value Capture?

What measures are taken to ensure transparency and trust-building in the LVC process?

Section C — Rationales and Fairness Perception

How is LVC usually explained or justified to developers in your area?
Which approach is used to frame LVC contributions?
Do developers consider these justifications fair? Why or why not?
Is it presented as:
a. A fair cost-sharing mechanism, should the infrastructure pay for itself (cost equivalency)?
b. A way to account for negative impacts like displacement, for example land contribution for social housing
(externality mitigation)?
c. A (fixed) method to capture unearned profit from public investments, the profit belongs to the public and
not to a private actor (skimming development gains)?
In your experience, which type of justification or approach has worked best in gaining cooperation from developers?
Have you observed that infrastructure projects (e.g., toll roads, LRT) have increased land values beyond the immediate
project area?

Section D — Future Potential and Use for Flood Infrastructure

Do you think LVC has potential as a funding tool for flood protection infrastructure, such as the upstream dams near
Jakarta (Ciawi, Sukamahi)?

If yes, how would you justify LVC to developers or landowners in this context?

What institutional or legal improvements would be needed to enable this in practice?
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Appendix C: Interview Guide Developers

Section A — Perceptions of Value and Risk

e Do you believe that flood protection measures (like dams or drainage ponds) can increase land value? Why or why
not?

e In your experience, do buyers or renters care about flood safety when choosing a location?

e  Have you ever adjusted a project because of flood risk or water-related issues?

e If the government builds flood protection upstream, do you think it benefits your projects downstream? How?

Section B — Willingness to Contribute / Perception of Fairness

e If public projects (like flood protection or new access roads) increase land value, should developers contribute in
return? Why or why not?

e What types of contributions do you think are most fair or realistic? (e.g. money, infrastructure, open space)

e  Have you ever been asked to contribute to public infrastructure as a condition for permits or approvals (such as FAR)?

e  Were those contribution rules clear and consistent? Why or why not?

e  What makes you want to contribute to public infrastructure projects?

Section C - Value Perception and Transparency

e  How do you usually assess land value changes after nearby infrastructure is built?

e Do you consider land value data in your area (e.g., NJOP or market price) reliable and transparent? Why or why not?

e  Have you seen a clear effect of new infrastructure (e.g. roads, flood walls, public transport) on property prices or
rental value? Can you give an example?

Section D - Policy Preferences and Expectations

e Do you prefer fixed rules for contributions (e.g. fixed percentage), or case-by-case negotiation with the government?
Why?

e Do you think contributions should be based on cost of the infrastructure or the benefits received? Why?

e Have you ever used the FAU policy (extra floor space in return for contribution)?

e What did you think of that system? Was it clear and fair?

Section E — Support for Broader LVC Policies

e Would you support a similar value-capture system for flood infrastructure, not just zoning or permits?

e  Even if the benefits (like flood protection) are not directly visible (unlike building permits), would you still support it?
Why or why not?

e Would you still support it if the amount of value gain is unclear or hard to measure? (Environmental benefits are not
always easy to measure)

e Would clear, trustworthy land value data make you more supportive of such contributions?

Section F — Closing Questions

e  What advice would you give to the government if they want developers to support infrastructure through value
capture?
e Inyour opinion, what would make developers more willing to accept such contributions?
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