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Impact of Supermarkets on Traditional Markets and ®ailers
in Indonesia's Urban Centers

Daniel Suryadarma, Adri Poesoro, Sri Budiyati, Akhradi, and Meuthia Rosfadhila

ABSTRACT
This study measures the impact of supermarkets on traditio@akets in
urban centers in Indonesia quantitatively using differemedifference and
econometric methods as well as qualitatively using in-depthrviews. The
guantitative methods find no statistically significant paict on earnings and
profit but a statistically significant impact of supermasken the number of
employees in traditional markets. The qualitative findirgigggest that the
decline in traditional markets is mostly caused by interpedblems from
which supermarkets benefit. Therefore, ensuring the madidity of
traditional markets would require an overhaul of the traditiomahrket
management system, enabling them to compete with andveualongside

supermarkets.
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EXECUTIVE SUMMARY

Supermarkets have been around in major urban centers in Indofasthe last three
decades. At the onset of the liberalization of the resattor in 1998, however, foreign
supermarket operators began entering the country, spaiikirog fcompetition with local
operators. Some corners claim that traditional marketdlaeaeal victims of the intense
competition as they lose their customers due to the chieigi, quality products and the
more comfortable shopping environment that supermarkets providetetore, there are
calls to limit the construction of supermarkets, especiglyocations near traditional
markets.

This study investigates the truth behind these claims nbgasuring the impact of
supermarkets on traditional market traders in Indonesia’s nurtnters. Primarily
guantitative research methods have been employed and qualitaégearch was
conducted to reveal the stories behind the quantitative findinglhe quantitative
methods utilize the difference-in-difference (DiD) andomometric methods. The
gualitative method consists of in-depth interviews with thEraditional Traders'
Association (APPSI), Modern Retailers’ Association (ARNRO), traditional market
managers, traditional market traders, supermarket officgadd officials from relevant
local government agencies.

Five traditional markets were chosen as the treatment greuple two traditional
markets were chosen as the control group. The samplingefransures that these
markets are representative of traditional markets in urbaeas in Indonesia.
Furthermore, it also ensures that the treatment and corgrolups have relatively the
same characteristics other than their proximity to supek®is. Two treatment markets
and one control market are located in Depok, an urban cenéar dakarta, while the
rest are located in the Greater Bandung area, the dapitawest Java Province.
Randomly selected traders in these markets were inteediemsing a questionnaire.
These traders are representative of the traditional markataddition, we conducted 37
in-depth interviews with the aforementioned stakeholders.

In contrast to supermarkets, the majority of traditional keds are owned and operated
by the local administration, usually under the Office of rikdg Management Dinas
Pasay. A relatively small share of traditional markets, hawwg is developed through
cooperation between the local administration and private canigs, normally under a
build-operate-transfer (BOT) scheme. The private companiesnt pay the local
administration a set contribution.

A market manager appointed by the head of the Office of Mak@nagement manages
the markets owned by the local administration. In some ssasearket managers are
responsible for more than one market. The Office of MaMahagement sets an annual
market services feesefribugiincome target for each market it owns. The main duty of
the market manager is to achieve this target. Faillmgchieve the target often results in
the immediate dismissal of the market manager. Thereforere often than not,
collecting retribusifrom the traders becomes the sole occupation of a traditimaaket
manager instead of properly managing the market.

Vi The SMERU Research Institute, August 2007



The main commodities sold in the traditional markets aeslfr vegetables, sold by one
fifth of traders, followed by other food and beverage ingredigmtsontrast, only 7% of
traders sell rice, the staple food of most Indonesiansy ©né third of traders have
households as their main customers. When asked who their coaipetitors are, 32.9%
of traders identify other traders in the market, 27% idgngtipermarkets, 18% identify
street vendors as their main rivals, and 13% declare tti&t have no competitors. In
contrast to the high share of traders who are able to ifletiieir competitors, there is a
glaring lack of real strategy employed to beat the cortipetiOnly 20% of traders have
a quality assurance policy and another 13% provide discounts todogtdmers, while
38% rely only on politeness to customers and almost 10%magé&ategy at all.

In terms of supply chain, 40% of traders mainly use professioppliers, while 30% get
their goods from wholesale markets. Almost 90% pay their supphigh cash. These
conditions mean that traders in traditional markets fullyabehe risk for loss of their
merchandise. This contrasts with supermarkets, whichipaise consignment or credit
methods. Regarding working capital, 87.6% of traders use tveir capital, which
indicates their lack of access or willingness to makeofisemmercial loans to finance
their business. This could act as a major constraint forredipg their business.

On average, traders in both treatment and control marketge experienced a decline in
their business over the past three years. In the in-deg#rviews, respondents revealed
the main causes for this decline were the weakened psirdh@ower of their customers
due to the fuel price increases, and the increased congeiitith street vendors who
occupy the parking spaces and other areas surrounding thetsiakccording to the in-
depth interviews, the third cause of the decline in busiriess¢raditional market traders
is supermarkets. This was especially found for traderg itvéatment group. It should be
noted, however, that supermarkets were identified as thegoyi cause of the decline in
business by traders in Pamoyanan, the only market inttidy svhere the majority of
market customers are middle-class households, and which asomaloeave a problem
with street vendors.

The qualitative analysis finds that supermarkets indeedradlyeimpact the traditional
retailers. Furthermore, it found evidence that traditionalankets located near
supermarkets are more adversely affected than those fuathay. However, this is
largely due to the weak competitiveness of traditional tetai The traders, market
managers, and APPSI representatives all state thatidi@ steps that should be taken to
ensure their survival are improving the traditional markefrastructure, organizing the
street vendors, and creating better market managementigeac Most traders explicitly
stated their confidence that supermarkets would not drivemtiaut of business if the
above conditions were met.

The quantitative impact analysis finds mixed statistioa$ults for various performance
indicators of traditional markets, such as profits, earniagd employee numbers. Out of
these performance indicators, supermarkets only statlgticapact traditional markets
by the number of employees hired by the traditional tradete @ata indicates that
traditional traders are willing to hire more employees thrther they are located from
the supermarkets, and vice versa. Traditional traders@mgeting in ‘an almost perfect
competition’ and their strategies to maintain normal prefiinclude adding to the
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amount and variety of products sold, and reducing expenses—inclingirogst of hiring
employees.

While we indeed find evidence of traders that have gone outusiness during the last
three years, reasons for this are more complex thaerhg of supermarkets alone. Most
business closures are related to internal market and pergoollems. In addition,
traders who sell mainly to non-households and have maintaangdod relationship with
customers over a long period are more likely to stay in essin

The results from the qualitative and quantitative analy$is\e are further confirmed by
the success story of a traditional market located in the iBBenpong Damai residential
area in Tangerang, which has retained its customerspite of new supermarkets
opening nearby. A real estate developer and the local gavenh jointly manage the
traditional market. It is generally clean, safe, ard lample parking spaces and sufficient
amenities. This market has also successfully appliedgée-story building design with
high ceilings to provide adequate air circulation. This proikat a competitive
traditional market is able to successfully compete witth @xist near supermarkets.

In order to ensure a thriving traditional market environmepblicies that will help to

increase the competitiveness of traditional markets mustreated and implemented.
Firstly, improve the infrastructure in the traditional nkats. This includes ensuring
proper hygiene and cleanliness levels, ample lightingd an overall comfortable
environment. For example, the current two-story market bogddesign is not popular
among traders because customers are unwilling to go teptier floor.

In order to do this, local governments and private traditionarket managers must go
beyond considering traditional markets only as a source of iac®imey must invest in
the upgrade of traditional markets and set a minimum stahdf@r services. This also
entails appointing qualified people as market managers awidggihem enough
authority to make decisions, so they do not act solelyet#busicollectors. It is also
important to enhance the performance of market managerer by providing training
or by regular evaluation. Furthermore, the market manad®uld consistently
coordinate with traders in order to achieve better markehaggement. A joint venture
between local government and the private sector such asithéhe Bumi Serpong
Damai area might also be a solution to increase the cadtivestess of traditional
market.

Secondly, local governments should organize the street venditiher by providing
kiosks inside the traditional markets or by enforcing the lanning them from opening
stalls around a traditional market. It is very importantpi@vent these vendors blocking
the market entrance.

The third recommendation pertains to the traders themseliisst of them have to pay

their suppliers with cash and use their own capital for thesiness. This poses a
constraint for business expansion, and also means thatdaders are burdened with all

the risks associated with doing business. Given thatiitot common practice to insure a
business, the traders are vulnerable to even a small sAdekefore, it is worth
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investigating the types of insurance suitable for trgdengl assisting them should they
need additional capital to finance expansion.

Finally, the conditions uncovered in our study areas point torthed for the thorough
regulation of modern markets, including such issues asghesrand responsibilities of
the market operators and the local administration, and adswtsons for breaching the
regulations. While some administrations may deem it necgss have a separate bylaw,
the improvement of the current bylaw should be sufficientatidition, both levels of
governments should act strictly in accordance with thgutations. Moreover, it is
important to ensure that the regulations are understood bgtakeholders. National and
regional governments must have control mechanisms and oramgt systems in place to
ensure fair competition amongst traditional and modernilets.

iX The SMERU Research Institute, August 2007



l. INTRODUCTION

Bitter competition in the retail industry has been presém developed countries for
much of the past century, particularly in the United Statend Western Europe. The
competition exists mainly between traditional retailersdamodern retailers, that is,
supermarkets and hypermarkets. Towards the last decade ofilteenium, however,
the battleground has expanded to developing countries, wheegdlations in the retail
sector aimed at increasing foreign direct investment jFDave resulted in the
proliferation of supermarket chains (Reardon & Hopkins 2006). Reartoal (2003)
find that as of 2003, supermarkets’ share of the retail foadrsacscores of developing
economies, such as South Korea, Thailand, Taiwan, MeXotand, and Hungary, has
reached 50%. In Brazil and Argentina, where the proltierabegan earlier, the share
was around 60%. Traill (2006) uses various assumptions and preditt®yt2015,
supermarkets’ share of the retail food market will readivdmn 61% in Argentina,
Mexico, and Poland; 67% in Hungary; and 76% in Brazil.

In Indonesia, local supermarkets have been around sincdafiés, although they are
still concentrated in large urban centers. Foreign-brand resgekets began entering the
market in late 1990s as FDI in the retail sector was opénetR98. The increased
competition has resulted in supermarkets reaching smaities én their efforts to find
new consumers and wage price wars. Hence, while Indonageermarkets catered only
to the upper class in the 1980s and early 1990s (CPIS 1994), niheshrooming in
smaller cities and predatory pricing practices mean toasumers from the lower classes
now have easy access to supermarkets. This is certisoltha case in other developing
countries (Reardon et al 2003; Collett & Wallace 2006). While tlwmpetition
between supermarkets is theoretically beneficial to conssyymend perhaps to the
economy as a whole, relatively little is known about the intpaf supermarkets on
traditional markets. Measuring the impact is especiallycial given that supermarkets
are now directly competing with traditional markets, winiased to cater to a different
market segment. This study analyzes the impact of supgataan traditional markets
and retailers in urban centers Indonesia.

In this study we limit our respondents to traders in tramtitil markets as they make up
the majority of traditional traders in Indonesia. Moreovsince goods normally sold by
these traders are also available in the supermarketsypetrarkets, they are the main
competitors. Therefore, this study looks at the impact of supkkets and hypermarkets
on traders in traditional markets in Indonesia. Types dditers in Indonesia are listed in
Appendix |, and the word “supermarket” points to both supermarkedshgpermarkets
wherever no distinction is specifically mentioned.

The rest of the report is as follows. Section Il providesrxise literature review on the
impact of supermarkets on traditional retailers and suppheasly from studies in other
developing countries. Section Il explains the research hogblogy and research

This research is a part of a largepid Bank study on supermarkets in Indonesia. Ttientwo parts of
the study look at the shopping patterns of housdbaah urban Indonesia and the supermarket suppynch
in West Java.
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instruments used in the study. Section IV describes thekagnframe. Section V looks
at regulations pertaining to the retail sector in Indeie Section VI discusses
supermarkets in Indonesia. Section VII examines the tradél market setting in urban
centers in Indonesia. Section VIII spells out the chaesistics of traders in the
traditional markets. Section IX looks at changes in busingsgormance of the
traditional traders. Section X discusses the impact of suwpksts on traditional

markets. Section XI consists of the conclusions and is fetlovy the policy

recommendations.
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ll. LITERATURE REVIEW

There is a wealth of literature dealing with thedwnain areas where supermarkets have
affected the retail sector in developing countrigspply chains and traditional retailers (see
Reardon & Berdegué 2002, Reardon et al 2003, 12816, and Reardon & Hopkins 2006
for literature reviews on country-specific studieSypermarkets choose, regulate, and tie
their suppliers to a medium-term contract throudteit economies of scale. They either
have their own distribution centers to deal dirgctlvith farmers or use specialized
wholesalers to supply them with food of previouslyeed quality and packaging. This
practice has both positive and negative impactshensupply chains. On the positive side, it
forces the suppliers to be professional becaugarthst transport the goods as scheduled and
have audited financial reports. Secondly, the s@ppliare now not as vulnerable to price
changes as the prices have been agreed upon kotiteact. However, the negative effects
include supermarkets excluding small suppliers waonot keep up with the quality
standards, a stocking fee charge, and much lorayengnt periods than traditional retailers.

The general impact on traditional retailers has beenatieg and usually follows the
same pattern. The first traditional retailers to go oubakiness are usually those selling
broad types of goods, processed foods, and dairy products, with deistemshops and
wet markets following afterwards. After several yedrgompetition, the traditional
retailers that are usually still in business are th@dkng niche products or those in
locations where supermarkets are legally prevented fromimgte

This trend is not surprising for several reasonstlfsisupermarkets, through their economies
of scale, can afford to sell cheaper and mostlyehniguality products. Moreover, information
on the price of each good is listed and easilyssiole by the public. Thirdly, supermarkets
provide a cleaner and more comfortable shoppingrenment, have longer opening hours,
and offer more payment options—such as credit abi dards and credit financing for large
household appliances. Fourthly, products sold jpesuarkets, such as foodstuffs, pass quality
controls and are not sold past their expirationegat

Only one study on the relationship between supek®is and traditional markets in
Indonesia was identified. CPIS (1994) find that titewhal markets and supermarkets attract
different segments of consumers. The former atimaastly low-end consumers, while the
latter attract mainly the middle and upper classsamer. However, it is important to note
that the CPIS study was conducted before the retator was opened to FDI in 1998.

Moreover, the CPIS study finds that the goods soldhe two market types are largely
complementary, with traditional markets providingegsh foods and supermarkets selling
processed food and non-food goods. Related todifference, the study states that the
competitive advantage of traditional markets is tbes prices and freshness of the produce,
while supermarkets provide superior comfort andrdieess. Thus, the study asserts that
traditional markets and supermarkets complemenh etiser. However, the study also warns
that if traditional markets are not managed propethey could lose their advantage over the
supermarkets. Hence, policy recommendations fromm@RIS study involve strengthening
the traditional markets rather than creating zoninggulations or limiting the operating
hours of the supermarkets.

3 The SMERU Research Institute, August 2007



lll. RESEARCH METHODOLOGY

This study combines quantitative and qualitative methods. The gtsive impact
evaluation uses the difference-in-difference methodologyasneconometric model, two
widely used methods in impact evaluation (Baker 2000). Mearmwliiie qualitative
impact evaluation is in the form of in-depth interviews Wwitey informants. The study
used a questionnaire for the traders and interview guidefmethe key informants as
research instruments. The questionnaire contains questidnmit traders' opinions of
their business and the impact of supermarkets in additiondis f@egarding the traders'
operations.

A. Difference-in-Difference (DiD)

The DIiD methodology requires recording conditions in two timeiqus—before and
after the treatment. In this case, the treatment tise opening of supermarkets.
Furthermore, there should be control groups (i.e. tradersaidittonal markets with no
supermarket close-by), and the characteristics of thattment and control groups must
be similar. The framework of the DiD methodology is showRdguation 1.

Impact = (-l; - Tl) - (Cz - Cl) (1)

where T, and T, are the condition of the traders in traditional marketddre and after
the arrival of a supermarket near the traditional markespextively, and Cand C are
the condition of the traders in traditional markets whehere is no supermarket nearby
for the same period as the treatment group. If the impasignificantly different from
zero, then supermarket indeed impact traditional markets.

In this study, we set the baseline period at 2003 in ordemsure that the traders still
have a relatively accurate recall of the conditions. Secgniflle onset of hypermarkets
entering smaller cities began in late 2003, making thaarysuitable to act as the
baseline.

B. Econometric Model

Whereas DiD only calculates whether the difference betweontrol and treatment
groups is statistically significant without controlling father variables, the econometric
model controls both observable and unobservable conditions that nrasilbede to the
results. Observable conditions include the education level of tifaelers, type of
commodities sold, and kiosk location. To control for unobservableditions, we
include location dummy variables in some specifications.

We use two reduced-form econometric models. The first onlyaxsaste characteristics

as the control variables, while the other uses both ex-aptalitions and their changes
between 2003 and 2006. The general models are shown in Equatéoms3.
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DC =a+bX, +5 +¢ (2)
DC =a +b X, +gDX; +gS +¢ (3)

where DC, is the proportional change in performance indicators of tradeilhe
performance indicators that we use are profit, earningd, rmimber of employeeX; is
the control variables/X, is the changes in the control variables, afds the variable
that differentiates the control from the treatment group¥e test two differentiating
indicators: a dummy variable and the distance to the neatgstrmarket. The mean and
standard deviation of the control variables are in Appendix V.

C. In-depth Interviews

The qualitative impact assessment involves interviewiagettolders in the retail sector:
selected traditional market traders; traditional market @gers; supermarket managers;
relevant government officials at the district planningemcies, district trade and industry
office, and district market management office; Modern Ratsi Association
(APRINDO); and Traditional Traders' Association (APPSIhithe sampled districts. In
total, 37 key informants were interviewed.
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IV. SAMPLING FRAME

We focus the study in urban areas with the largest demdityupermarkets: Greater
Jakarta and Bandung. Greater Jakarta is comprised of Jdkagtar, Tangerang, Depok,
and Bekasi. The traditional markets forming the treatmemtoup were chosen
purposively based on the following conditions: there is a supkemarithin a five-
kilometer radius from the traditional market; the supermanketst have been opened
between 2003 and 2006, or if there are several supermarketsaltheuyst have been
opened within that period; the traditional markets should bedted in the same district
as a supermarket in the control group; and the traditionalketamust not have been
renovated after 2003.

There are 98 traditional markets in Greater Jakarta andtraditional markets in
Bandung, and approximately 188 modern retailers/shopping maBseaater Jakarta and
80 in Bandung. Only those that have opened in the past thyears are kept in the
sampling frame. The locations of the markets are thenlaikwith the locations of the
modern retailers. Traditional markets that have no modestailers within a radius of
five kilometers, have been renovated during the past thesgsy or have had modern
retailers in their vicinity before 2003 are dropped from thmpling frame.

The traditional markets that serve as the control group @mesen according to the
following conditions: the traditional market should also be tedain the same district as
those in the treatment group; there is no supermarket withfive-kilometer radius from
the traditional market; there will be a supermarket openmegr the traditional market
in 2007; and the traditional market must not have been renegatfter 2003.
Traditional markets that will have a supermarket openedrng@em in 2007 were
specifically chosen because a traditional market servirayea that supermarkets are not
interested in may not be comparable to those in the treait group.

As mentioned above, both treatment and control groups must batddcwithin the
same district and, if possible, neighboring subdistricts Thimportant to ensure that the
characteristics of the areas and sites are well redtcbuch as population number and
population density (see Appendix IX).

Using our sampling frame, we found two traditional marketDepok to represent
Greater Jakarta, and three in Bandung. Traders in theaekets form our treatment
group. Two traditional markets, one each in Depok and Bandung s&s the control
group. Given our sampling frame, these markets are repatise of the traditional
markets in urban centers in Indonesia. The traders umsved are limited to those who
have been trading in the markets for more than threeryeselling fresh fruit and
vegetables, meat, or other basic foodstuffs. Traders satlimépod items or ready-to-eat
products are not enumerated as they only represent a vetymoportion of traditional
traders. Finally, the respondents are randomly chosen oontalitity-proportionate-to-
size (PPS) sampling method basis.

6 The SMERU Research Institute, August 2007



Table IV.1 provides the names of the markets, information lue nearest supermarket,
and the number of respondents enumerated in each market. Appévidliscusses the
characteristics of each market chosen in the samplér8aliscussing the traditional
market setting in urban centers in Indonesia, the nexo tsections discuss the regulatory
framework of the retail sector in Indonesia and the modetail setting in the country.

Table IV.1 Survey Sites

y Nearest S_upermarke Number of
Traditional Market Role Dlstancse Year Respondents
Name (meters. | Openec
Depok
Palsigunung (Tugu)| Treatment Medali Mas 600 2004 05
Cisalak Treatment| Giant 900 2003 53
Musi Control Giant 6,000 2003 54
Bandung
Leuwipanjang Treatment Carrefour 500 2003 48
Pamoyanan Treatment Hero 300 2003 39
Sederhana Treatment Carrefour 1400 2006 63
Banjaran Control Griya 15,000 2006 100
Total Respondents 407
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V. REGULATORY FRAMEWORK OF THE RETAIL
SECTOR IN INDONESIA

In this section we focus on the laws at the natiorealdl and the local laws in place in
Depok and Bandung. The current national regulations on rdtaifling are minister of
trade decrees, enacted in 1997 and 1998. Given the weak standmigisterial decrees
in the Indonesian legal system, the government is cudiyyedrafting a presidential
regulation on modern markets (Draft Presidential Regulation Modern Shops and
Markets). However, the draft does not include criminal semms for modern markets in
breach of the regulation because it is against natioegislation for presidential
regulations to carry sanctions. Thus, the presidentiallegmn’s standing will not differ
greatly from the ministerial decree. Moreover, some ladicwill be difficult to
implement. One example is article three paragraph fouichvbtates that there are only
one modern market and/or two modern shops allowed for evidigmpeople.

Thus, the central government should consider changing trenfof regulation from
presidential regulation to national legislation or leavingcls regulation to local
government. Given Indonesia’s decentralized governance system, thetrate
government should only be responsible for monitoring domestic amigh investors,
while local governments should have full rights over issuinginess and operation
permits.

At the local level, currently only a handful of administiats have bylaws specifically
regulating the modern retail industry. The Jakarta Provifegulation No. 2/2002

regarding Private Markets in Jakarta, implemented throGgivernor of Jakarta Decree
No. 44/2003, is an example of a local regulation on modern markie¢ésbylaw regulates

the types of private markets; the classification of thosekets based on upstart capital
and floor size; requirements for opening a private market;tl@cecessary distance
between a modern market and a traditional market. In otlmralities where such

regulations are not yet in place, the local administrasidmase their policies on the
national regulations.

Table V.1 presents traditional and modern market regulatiothe national level down
to district/city level. Meanwhile, Appendix Il presents iagtlof national regulations on
retail trading in Indonesia for Depok, and Bandung.

Our study areas, Depok and Bandung, do not yet have any spec#iaegulations for
modern markets. The current regulations used by these adratiias are the Depok
City Regulation No. 23/2003 on Market Management, Bandung Ciggation No.

19/2001 on Market Management, and Bandung District Regulation2¥é1996, which

mostly focus on traditional markets. While the regulationDepok contains a chapter
on modern markets, it is limited to regulating the applicatprocedure for an operating
permit and does not mention issues such as zoning or p&ipserisetween modern
markets and small and medium enterprises. However, theBanadministration is
currently drafting a bylaw to regulate modern markets.il&mo Jakarta’s provincial
regulation, this bylaw would include a definition and clasatfibn of modern markets,
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the distance required between a modern market and a traditimasket, an obligation
for modern markets to collaborate with small and medium enigpy and sanctions for
modern markets that fail to comply with the law.

Table V.1 Regulations Covering Traditional and Modern Mardts

Level of Regulation Regulation

National Presidential Decree No. 118/2000 on the Changes of
Presidential Decree No. 96/2000 on Business Seittatsire
Opened or Closed with Some Requirements to ForBigect
Investment.

Decree of the Minister of Industry and Trade
No0.107/MPP/Kep/2/1998 on Modern Retailer’s Permit
Decree of the Minister of Industry and Trade
N0.420/MPP/Kep/10/1997 on Spatial Planning and Mrk
Development Guidance

Joint Decree (SKB) by the Minister of Trade and Urstiy and
Minister of Home Affairs No.57 and 145/MPP/Kep/1983out
the Spatial Planning and Development of Modern Meiid
Regulation of the Minister of Trade No.12/M-
DAG/PER/3/2006 on Franchising

Draft Presidential Regulation on Modern Shops anarkéts

Provincial (Jakarta only) | DKI JakartaProvincial Regulation No. 2/2002 on Private maske
in DKI Jakarta; Gubernatorial Decree No. 44/2003@uidance on
the Implementation of Private Markets in Jakarta.

District (Sample areas) | City of DepoklLocal Regulation No. 23/2003 on Market
Management in Depok; Mayoral Decree No. 49/2001 on
Disturbance Permit

City of Bandund.ocal Regulation No. 19/2001 on Market
Management in Bandung; Mayoral Decree No. 644/2602
Cleaning Services Tariff in Bandung

While rich in definitions, both the draft regulation on modermarkets and the

regulations on market management do not describe specificscutie responsibilities for
the respective administrations' Office of Market Managat. Similarly, they do not

contain rights or responsibilities of traders and market dpesanor any sanctions for
the administration or the traders for noncompliance. Finatlye socialization of these
regulations is weak. In the Depok administration, even @féce of Industry and Trade
staff are unaware that the market management reguiatontains a chapter on modern
markets.
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VI. SUPERMARKETS IN URBAN CENTERS
IN INDONESIA

A. Supermarkets in Indonesia

Supermarkets in Indonesia are all privately owned and theimits are issued by the
central government's Department of Trade. Local governmesually have no authority
to refuse permits issued by the central government, althsogte require supermarkets
to apply for a local permit. As an example, the Depok goverrmemuires supermarkets
to have an IUPM (Permit for Modern Market Business, issuedhbyDepartment of
Trade) and an IP3M (Principle Permit for Modern Market Edishment, issued by the
Depok Office of Trade and Industry). In addition to the ceriiyailssued permit, the
supermarkets usually have to obtain other local permits shauld be obtained by any
private business, such as an IMB (Building License) and(BiGturbance Permit). The
situation is similar in Bandung, although the Bandung adstrmation has prepared a
draft law on modern retailers.

The first supermarket in Indonesia was opened in the 1970k, thét numbers rapidly
multiplying between 1977 and 1992—by an average of 85% each ygpermarkets
first appeared in 1998, with Carrefour and Continent (latekeén over by Carrefour)
opening their first stores in Jakarta. From 1998 to 2003, hypketsagrew by 27% a
year, from 8 to 49 stores. While it is difficult to ascerttie number of supermarkets and
hypermarkets in the whole country, as of 2003, around 200 supersasiet
hypermarkets were owned by the top ten retailers (PatesiouseCoopers 2004).

The growth of supermarkets in terms of market shaedsis impressive. A World Bank
report (2007) found that in 1999 the modern market mage only 11% of the total

market share for food. By 2004, that number had almostetti§30%). In terms of

sales, the study finds that supermarket sales grovanbyaverage of 15% while
traditional retail sales decline by 2% per year. RveerhouseCoopers (2004)
predicted that supermarket sales will increase by B@¥ween 2004 and 2007, with
hypermarket sales growing by 70% in the same periodordotg to the A.C. Nielsen

Asia Pacific Retail and Shopper Trend 2005 reporg thublic’s proclivity to shop in

traditional markets has decreased by an average of &%yeqar. Despite the rapid
growth in the number of supermarkets in Indonesia, éwoav, residents living outside
Jakarta and the few other small urban centers on dawvain relatively untouched—
86% of all hypermarkets are located on Java.

The profile of the five largest supermarket chains iddnesia is discussed below. Out of
these, Carrefour and Superindo chains have a foreign comgamnyajority shareholder.
These large chains operate in large urban centers diordesia, both on and off Java.
Three of the five operate both supermarkets and hypermarketsefGur exclusively
operates hypermarkets, and Superindo only operates supermarkatilition to these
large chains, there are smaller supermarket chainslynaperating outside Jakarta and
focusing in a single region. We list the major retailersa descending order based on
their sales figures.
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Matahari, the largest retailer in Indonesia, openesifitst department store in 1958. Its
first supermarket was opened in 1995. In 2002, Matahari createdsé¢parate business
entities, one managing department stores, the other sugdeets. It then opened its first
hypermarket, aptly named Hypermart, in 2004. Matahari's coetbisales in 2005 were
Rp7 trillion (Matahari 2006). At the end of 2005, Matahari h&Y supermarkets and 17
Hypermarts, with more planned in the future.

The second largest retailer is also one of the youngeseirwountry. Carrefour entered
Indonesia in 1998, and was the pioneer of hypermarkets incthatry together with
Continent, which it took over in 2000. In 2004 Carrefour had 15 hyparkets. Total
sales in 2004 were Rp4.9 trillion (PricewaterhouseCoopers 2005).

The third major player, Hero, is the largest and oldest estic supermarket chain in
Indonesia. It began operations in the 1970s, and by 2005 it hadup@rmarkets.
Currently, around 30% of Hero’s shares are owned by Dairy IReemational (DFI), a

Hong Kong-based firm. In 2002, Hero joined the hypermarket boormdonesia by
opening Giant, the Malaysian retail brand also owned by #2004 there were 10
Giant stores in Indonesia. Hero's total combined sale20i®4 were worth Rp3.8 trillion
(Pricewaterhouse Coopers 2005).

The fourth-ranked player, Alfa, began operations in 1989 and by 20@tia total of 35
supermarkets and hypermarkets across Indonesia. Its satad in 2004 were worth
Rp3.3 trillion (PricewaterhouseCoopers 2005).

Finally, the fifth largest retailer is Superindo, whibkgan trading in 1997 and in 2003
had 38 supermarkets. It is a private company, and DelhaiBlgian retailer, owns a
large proportion of its shares. Superindo's total sales in 20688 wath Rp985 billion
(PricewaterhouseCoopers 2004).

It is also useful to briefly discuss supermarket businesscpsaciihe goods sold by
supermarkets are mostly relatively high quality, properlyepmagged, competitively
priced, and are sometimes offered on bulk discounts. Moreovey, atfier multiple
payment options, ranging from cash and credit cards to ¢ingnfor larger items. The
stores are bright, clean, and have functioning amengiesh as toilets and food courts.

A visit to a supermarket's headquarters found that goods procureémennducted by
the merchandising department, based on contractual and oitractual agreements. A
contract specifies the price and quantity of the goods accgrttirthe agreement, to be
delivered according to a specific schedule. The goods irctimisact category are usually
vegetables and meats, which must comply with packagimglatdization and must pass
the standards of the central government's Foodmd Monitoring Agency (BPOM). Goods
under contract are normally procured by consignment. In @stfrthe off-contract
agreements are made via negotiations on a case-by-casedmal are valid for all
products. In addition, it is normal for supermarkets to chargksplay fee and impose
long payment periods.

Supermarkets exercise a mixture of price and non-price giesté¢o attract customers
and to compete with other retailers. Our observations showed #arious pricing
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strategies are used, such as limit pricing stratég@ster new entrants; predatory pricing
strategies to compete with other incumbents; and intengeral price discrimination—
which means charging different prices at differentetsnsuch as giving discounts on the
weekend or between particular hours. In addition, supermarkstssarvey traditional
markets to get a sense of the market price levels, vtheywill undercut. Finally, cross-
subsidy practices are often conducted, where they run loeseeme merchandise in
order to win over the competition.

Examples of non-price strategies used by the supermarkeéextended store opening
hours, especially on weekends when the store are open atatiat night; bundling and
tying, where bundled goods are sold for less than if soldaselyarfree public transport
for customers and free parking; and the most importantegyadf vigorous advertising
campaigns. Supermarkets are several levels above tratit@mkets in most of these
aspects of competition. While supermarkets do not perceive imadit markets as their
main competitors, a supermarket manager we interviewededathat traditional
markets will be unable to survive for long if the local goveentndoes nothing to
upgrade their competitiveness.

B. The Modern Retail Settings in Depok and Bandung

As a city buffering Jakarta, Depok has been experiencing gajpid economic and
population growth. Although Depok has been home to supermarkethddast decade,
2004 and 2005 saw the intense construction of new supermarketraSestablished
supermarkets were driven out of business by the new onessagtaThere has also been
a mushrooming of minimarkets and other forms of modern resailehere are currently
62 modern retailers in Depok, 42 of which are minimarketsce€hsupermarket brands
began operations and one brand opened its second store in Depoleb&ue 2005 and
March 2006 alone: Carrefour; Hypermart, complementing adtyyrt that opened on
the border between Depok and Jakarta; Giant, complementiaghar that was opened
in 2003; and Superindo. These supermarkets were opened alongdidetieer on one
strip of road. The number of modern retailers in Depok isedldb increase in the
future—especially minimarkets, due to the relative easebtaining a permit and the
relatively small amount of capital needed to open a minkear However, no
applications to establish a new supermarket were mad@0B6. Only one new
supermarket will open in 2007 in Depok, near Musi Market, theketathat acts as a
control in this study. However, this slow down is only tempgraexpansion is set to
increase again due several reasons, such as the &stablisof new expressways
connecting Depok to neighboring cities, and Depok’s contigypopulation growth.

In Bandung, the first department store was opened in 1977 heditst supermarket
followed in 1979. The explosion in the number of supermarkets beg2dd2. They are
mostly located in the city center, often side by side duatense competition. While
such competition has forced some supermarkets to close—nmialychains like Merlin
and Ria—the construction of new supermarkets continues. A8066, Bandung was
home to 65 supermarkets, 6 hypermarkets, and 3 modern whadesalexddition to
countless minimarkets. Just one week after our field aistjpermarket was opened 200
meters from Banjaran Market, one of our control markets.
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VIl. TRADITIONAL MARKETS IN URBAN CENTERS

IN INDONESIA

In contrast to supermarkets, most traditional markets are eowiy the local
government. Local governments in Indonesia usually have dficeD of Market
Management (OMM), orDinas Pasamwhich manages traditional markets. This office
either manages the markets on its own or in cooperatidh miivate companies. The
cooperation method usually involves giving a private company a ipeonbuild or
operate a traditional market under a build, operate, and tear{8OT) scheme, with the
private company making a set payment to the OMM each.year

There are several classes of traditional market, usbakbgd on their area (in square
meters) and number of traders. The classification methofier dietween each local
government, but usually Class | or Class A markets aréatigest. It is the norm for the
OMM to set an annual income target for each market managyhich usually increases
each year. For the past several years, the proportion of @dehue to local revenue
(PAD) in both Depok and Bandung ranged from 1.5% to 3% (see AgpeYil). Failure
to meet the target usually results in the replacementhef market manager. It is
therefore unsurprising to observe that many market managenspy themselves with
the sole task of meeting their target as opposed to propenhaging the market.

There were nine traditional markets in Depok as of 2006. Thevest are Depok Jaya
and Sentra UKM, while Agung underwent a complete renovaitior2004. Table VII.1
shows the list of markets. The markets are divided intedltlasses, based mainly on the
services provided for traders and facilities available inrtagkets. The market tax
collected from Class | markets is the highest, whike ©f Class Ill markets is the lowest.

Table VII.1 Traditional Markets in Depok

No Name Class Owner Area ( +) | Established /

Renovated
1 | Kemiri Muka I Government| 26,000 1989
2 | Agung I Government 10,000 m 2004
3 | Musi I Government| 10,000 M 1988
4 | Palsigunung/Tugu Il Governmen 1896 m 1991
5 | Cisalak I Government|  19,000°m 1993
6 | Sukatani Il Government 2989 1984
7 | ReniJaya 11 Government 1000°m 1987
8 | Sentra UKM " Private 8300 2006
9 | Depok Jaya 11 Private 700'm —

Source: Depok Office of Market Management
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Several types of market services faesribugi are collected from customers and both
traders located inside the markets and street vendors beethin a 300-meter radius.
This includes charges for parking, cleaning, and unloadAw.of 2004, the Depok
OMM’s total income target from thegetribuswas Rpl.6 billion—double the target for
2001 (see Appendix VI). In addition, a trader in a traditional ket in Depok is
required to own an SKHPTB (Letter of Rights to Use Kiosidich is valid for 20 years
but must be renewed every five years, and also a KTB (TgdDirCard), which should
be renewed annually.

In Bandung, there are 49 traditional markets, out of wiéhare owned and operated by
the Bandung OMM, while the rest are privately owned andrafesl. The government
markets are distributed across 17 of Bandung’'s 26 subdistrictsndrket classification
system in Bandung is different to Depok, and is based on nuohldeders and market
location. Class | markets have more than 235 kiosks, 250 trealedsare located on a
main road. If not located on a main road, a market needs ve laa least 475 kiosk and
500 traders in order to be classified as Class |. Classrkets have fewer kiosks or
traders, and Class Ill markets have the least. Of thgd®@&rnment markets, six are Class
I, 21 are Class Il, and 9 are Class Ill markets. Theee carrently only 26 market
managers for the 36 markets—some managers are responsibtaddhan one market.
All three treatment markets that we visited are Cldssarkets.

The Bandung OMM is currently revitalizing 13 markets, robl adding parking space
and providing trading space in the market for the street vesidbr addition, it has
signed agreements with several private companies to buiddperate markets on land
owned by the Bandung administration. Similar to the Depok K@Mhe Bandung OMM

sets an annuatetribusitarget for each market, totaling Rp4.6 billion in 2006 (see
Appendix VI). The retribusipaid by each trader differs based on the market class,
location of kiosk, type of goods sold, and kiosk size.

Unlike in Depok, the market management in Bandung only adfieetribusfor the kiosk
and security, while the Bandung Office of Waste Managenwellects retribusifor

cleaning and the Bandung Office of Transportation cobegtarking retribusi The

amount ofretribusipaid by each trader for security also differs, rangingdset Rp300
and Rp600 per day, depending on their kiosk’s location.

As in Depok, the markets in Bandung are increasinglyosunaed by street vendors—
usually newly relocated traders or market traders who movenoatder to win the
customers or take advantage of the lower amoumewibuspaid when trading on the
street.
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VIIl. THE NATURE OF COMPETITION IN
THE TRADITIONAL MARKET

This section examines the nature of competition for tradier traditional markets. The
results are from the perspective of traders in both therobmaind treatment group (see
also Appendix VII).

Table VIII.1 notes the types of commodities sold in traditiomabrkets and the
proportion of traders selling each commodity. In addition to éhesmmodities, there are
a small number of vendors selling ready-to-eat food and begrggch trader sells an
average of two types of commodities. The highest proportiotramfers sells fresh
vegetables, followed by food and beverage ingredients. Thdeévghof competition in
the market results in competitive pricing and a higher gyaif produce. In contrast, the
prices of rice and meat, commodities with fewer tradensq to be more volatile and
increase more frequently.

Table VII.1 Commodities Sold and Proportion of Traders (%)

Commodity % Commodity %
Fresh vegetables 224  Meat (beef, mutton, lamb, pork) (6.4
Food and beverage ingredients 17.2  Spices 5.9
Fresh fruits 8.9] Eggs & milk 4.4
Other household necessities 719  Cooking oil 2.7
Fish 7.4 Nuts 2.2
Chicken 6.9 | Root vegetables 1.0
Rice 6.9

Table VIII.2 shows that small stores make up thgdat share of buyers, both in terms of
number of consumers and value of goods bought.rinstef customer numbers, 41.5% of
traders said that their main customer is a smaiiestCombined with the share of restaurants
and mobile vendors, this means that most goodsackein bulk. Goods purchased for direct
household consumption make up only one third of tibial value of goods sold in traditional
markets.

Table VIII.2 Traditional Market Customers (%)

Number Value
Customer % Customer %
Small stores 41.5 Small stores 43.7
Households 40.1 Households 33.9
Restaurants 11.3 Restaurants 14.0
Mobile vendors 6.6 Mobile vendors 8.0
Others 0.5 Others 0.3
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Table VIIl.3a shows the parties that respondents considehextoughest competitors
and the main strategies employed to attract customers. tvhtrs perceive their fellow
traders as their toughest competitors, while supermarketedasecond, followed by
street vendors. Furthermore, quite a large share of respordtm¥sot believe that they
have any competitors. Given that street vendors mostlyrssll the markets, more than
half of the respondents identify other traders in or ndagir market as their main
competition.

When asked about strategies employed to attracedsyyalmost 40% of respondents state
politeness as the key to their business successsd@tond and third-ranked strategies are
more tangible: quality and price. Interestinglypab10% of traders have no strategy. While
a substantial proportion of respondents consideerso@rkets as one of their competitors,
the majority does not employ any strategy spedificaimed at competing with the
supermarkets.

Table VIII.3a Competition and Strategy (%)

Toughest Competitors % Strategy to Attract Buyers %
Other traders in the market 32.9 Politeness 3/7.6
Supermarkets 27.% Ensure quality merchandise 19.9
Street vendors 17.9 Discount 12.8
Do not know 12.5| No strategy 9/6
Other traditional markets 5.4 More merchandise variety 9.1
Minimarkets 2.5| Better management of merchandise 3.4
Small vendors 1.0  Priority for frequent shoppers 2.5
Kiosks 0.3] Home delivery 2|2
Honesty 1.7
Accept payment in installments 0J7
Cleanliness 0.5

Table VIII.3b specifically describes the toughest competit@s considered by
respondents in the control and treatment markets. Tradarghe control markets

perceive fellow traders in the market as their primeoynpetitors, followed by street
vendors. On the other hand, 42% of traders in the treatmemarkets identify

supermarkets as their toughest competitors. However, the oewchbshare of the

competitors within and around the traditional markets isl $tigher than the proportion

of supermarkets. Surprisingly, quite a large share of resgencnnot identify their

primary competitors.
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TableVIll.3b Competition and Strategy (%), Control & Treatment Markets

Control Markets Treatment Markets
Toughest Competitors % Toughest Competitors %

Other traders in the market | 38.96  Supermarkets 42.29

Street vendors 27.271  Other traders in the market 29.25

Do not know 25.32| Do not know 13.44

Minimarkets 4.55| Street vendors 12.25

Supermarkets 3.25 Mobile vendors 1..19

Mobile vendors 0.65| Minimarkets 1.19
Small stores 0.40

Table VIIl.4 notes traders' main suppliers and thest used method of payment to the
suppliers. More than 40% of traders use profedssumpliers, another 31% mostly go to
traditional wholesale markets, and only 6% commatecdirectly with producers. However,
most traders usually do not rely on only one sepphround 8% get their goods from other
traditional markets. Cash is the main method of ppayt used. This is unsurprising, given
that most traders are small-scale, and therefore tmevleverage to convince suppliers to
provide credit. Again, this contrasts the usualgygractices in supermarkets.

Table VIII.4 Suppliers of Traders in Traditional Markets (%)

Most Commonly Used Supplier| % Main Method of Payment| %
Professional supplier 43.0 Cash 86.5
Traditional wholesale markets 31.4 Consignment 10.3
Wholesaler 9.3 Credit 3.2
Other traditional market 8.4

Directly from producer 5.9

Own production 2.0

The final characteristic of traders in traditionalarkets we examined is their source of working
capital, which is shown in Table VIII.5. AlImost 90%§ traders use their own source of capital,
around 2% receive capital from informal sources] #re rest receive credit from banks,
including commercial banks, loan sharks, and caipes. The majority of those who source
their capital from banks are clients of commerbahks, both private and government-owned.
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Table VIII.5 Source of Working Capital (%)

Source of Capital % Source of Capital %
Own capital 86.8 Loan sharks 1.0
Government-owned banks 4.7 Cooperatives 0.7
Private banks 3.0 Borrow from friends 0.2
Borrow from relatives 1.7 Market banks 0.2
Others 1.7

In conclusion, most traders in traditional markets eitleve no access to credit or do
not apply for credit. They pay their suppliers in cash andundertake all the risks
themselves, including the risk of not being able to sefble the goods expire. They rely
largely on politeness to attract and maintain their custosnas opposed to employing a
more credible business strategy. Their two main rivalotrer traders, both inside and
outside the market building. Given that the majority of theaustomers are not
households, they largely rely on a few loyal customehngrdhan on a large customer
base. While this may protect them from having to engaga fierce competition, losing
only one or two customers may be a debilitating blow.

Compared with the business practices employed by supermaskditcassed in Section
VI, according to the traders we interviewed, the abitityhaggle and discounts for loyal
customers are the only two aspects where traditional matat an advantage over the
supermarkets. Furthermore, an intimate atmosphere is oné&eofstrong points of a
traditional market (see Appendix VIII).
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IX. BUSINESS PERFORMANCE OF TRADERS IN
TRADITIONAL MARKETS, 2003-2006

This section examines the changes in traders' buspegermance over the past three
years. The questionnaire recorded two sources of informaégarding the traders'
business performance and the impact of supermarkets. fBhasfidata on the traders’
earnings and profit levels in both 2003 and 2006. The second iisdp@ions regarding
the same variables. The questionnaire collected the @eghin order to maintain the
respondents' objectivity. The opinions were asked towardsntieéthe interview.

On average, in-depth interview respondents declared that potfits and earnings have
declined in the past three years. Some traders in Gisakaticularly those selling basic
foodstuffs and vegetables, admit that their income has drogiggdficantly in the last
three years. One trader even claims that his incomé profits have dropped by 60%
compared to 2003. In addition, traditional traders and market rgarmpredict that the
number of daily buyers has dropped by 40-50%.

Similarly, traders in Tugu have experienced a declimincome of up to 50%. According to
the APPSI representative of Tugu, the number of dsayhas declined by about 40%.
Moreover, one of the traders there says that thelper of buyers is now only half of that
three years ago. Surprisingly, however, the nunobdraders has increased in that time.
Most of the new traders are street vendors, ugieguhoccupied spaces around the market
building as places to trade.

Contrary to the increasing number of traders in Tugu, tradeMusi have declined by a
guarter, demonstrated by the large number of empty &iaskl counters. This is caused by a
decrease in the number of buyers and the factrtiaty traders have become street vendors,
as they believe it is more profitable than tradingide the market. Most of the traders who
move to the street sell vegetables and basic folfslstdowever, several traders gave
information that some traders have become bankamgt returned to their hometowns.

In general, the income of traders in all markets daclined compared to 2003. According to
one trader, the conditions at Musi were totallyfelient in 2003, when there were fewer
street vendors surrounding the market. Competitamongst the traders was healthy.
However, the encroachment of more and more stremiders has caused a significant
decline in the earnings and profit of traditionahtters in Musi. Another vegetable and daily
foodstuffs seller discloses that his daily earnamgk profit have fallen by up to 50%. He

further says that in 2003 the buyers were still iognuntil 19:00, but nowadays they only

come until 10:00.

The conditions in Bandung are similar. Since 2003 manydra in Pamoyanan have
been forced to close down because they are unable to payiokitbsks. According to a
market manager, 18 kiosks and 4 counters have closed in theypagéars. Among the
four markets visited in Bandung, 76% of traders claim thatethare now fewer
customers. This has impacted the profit and earnings cfetliaders. Overall, 60% and
67% of traders in the two treatment markets in Bandung, lipamyang and Pamoyanan,
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admit to experiencing a reduction in earnings and profitpeesively. In Banjaran
Market, meanwhile, 78% of traders claim that their eags have declined, with 81%
experienced declining in profits.

From the quantitative analysis, Table IX.1 shows the meapgational change in profit
and earnings among the traders. It shows that tradeisoth treatment and control
groups have experienced a decline in their business perfoemaver the past three
years. The decline in profit is greater than in eags, which may indicate that the
traders prioritize ability to sell above making profits.

It is important to note that the negative figures in th&ble do not mean that traders are
losing money; rather it shows that on average their piods declined by 20% over the
past three years. It is also worth noting that the dexlin the objective indicators is
smaller than what was claimed during the in-depth intews.

Table IX.1 Mean Proportional Change in Profit and Earningof
Traders in Traditional Markets, 2003—2006 (%)

Treatment Control Overall ‘
Profit -19.30 -24.10 -21.11
(3.66) (5.13) (2.99)
Earnings -8.98 -3.05 -6.72
(4.26) (18.00) (7.34)

Note: standard errors in parentheses

The opinions given by traders as recorded in the questionmawstly confirm the
decline. Around 68% of traders claim that their earningsvé declined, while 74%
believe that they are making less profit than 2003. In to68% state that both their
earnings and profits have declined.

In-depth interviews reveal four main issues that expl&i@ tauses for the downturn in
business in both treatment and control markets: first, ek of basic infrastructure in
the markets; second, the intense competition with stremidors occupying areas around
the market; thirdly, lack of funds for business expansion; fouh# decline in their
customers’ purchasing power due to the fuel price increag008. In addition, some
traditional traders in the treatment markets alsg that the supermarkets are also taking away
some of their business. This is especially the inaBamoyanan, where the market is located
directly next to the supermarket, where the custolrese is mainly comprised of middle-class
households, and where there is not a problem wiidesvendors.

In Depok, the main problem lies with organizing theaders, especially the street
vendors; the poorly maintained condition of marketildings; transportation problems,
such as limited parking lots and access road to theketalack of security;
uncomfortable shopping conditions; and problems witrket cleanliness, such as lack
of garbage disposal facilities and malfunctioning drgensystems. Furthermore, little
punishment is handed out to traders who violate maregulations, and cooperation
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between the Depok OMM and market managers is weakk&ananagers do not have
the power to make the needed changes; their main @slassigned by the OMM, is to
collectretribusin order to achieve the set target.

Other than internal problems, the decline of the markeisDepok is caused by fierce
competition with street vendors. There are around 100 streede®enaround Tugu
Market, 830 in the proximity of Cisalak Market, and 154 near MJsirket. Although
the Depok administration has been removing the street vendoeny of them keep
coming back, and in Cisalak and Musi they have blocked dbeess roads into the
markets. The street in front of Cisalak and Tugu is swahwi¢h the vendors, forcing
customers with vehicles to park one kilometer away. Thidsig the case in Musi, where
an increasing number of houses have become trading kiosks.

Traders, APPSI, and market managers explicitlyestaat the street vendors are the main
cause of the drastic drop in the number of buyecsme, and profit. As previously noted, the
traders inside the market, especially in Cisalat Busi, consider the street vendors as one of
their main competitors, which has resulted in thereasingly intense competition between
traders inside the markets.

The last problem in Depok is related to funding,naest traditional traders in Depok find it
difficult to improve their business. The main unigerg factors for this are considered to be the
difficulty of securing commercial loans and the ited participation of the Depok
administration.In terms of government assistange,early 2005 the Depok administration
issued only ten traders from each market with l@rga loans of Rp3-5 million each. The
loan attracts interest of 2% per year and shouldepaid within two years. Most of the traders
cannot fulfill the requirements set by the banksdommercial loans.

The main complaint of traders in Bandung is aldateel to the increasing number of street
vendors around the market. In Leuwipanjang, thebfgm is exacerbated by the change in
public transport routes. Moreover, a larger andmde traditional wholesale market, Caringin,
not far from Leuwipanjang has also started torsddiil in order to survive the competition
with supermarkets. The decision of the local adstmation to alter the public transport route
has also made it difficult for customers wantingdato the Pamoyanan market. Furthermore,
Hero opened 300 meters from the Pamoyanan marke0@8, and traders believe this is the
main cause of the decline. According to tradersBandung, another major cause of the
decline is the reduced purchasing power of buyerdaithe fuel price increase. Smaller causes
of the decline are the bird flu scare and the issifermaldehyde in processed food.

Moving into the quantitative results, Table IX.2 shows trauses of the decline as given
in the questionnaire by traders. The decreasing number ofrgugeattributed as the
main cause of the downturn, which is consistent with thealitative results. This is
followed by increased competition with other traders ine thmarket, increased
competition with supermarkets, and increase in generakprid the goods. While traders
employ few specific strategies, through the in-deptlerviews we find that a small
number of traders have applied new marketing strategiesselmelude adding more
variation to the merchandise, providing good customer servicntaimaing quality of
the goods, delivering goods to the buyers’ homes, giving discfauntsistomers, and
even matching supermarket prices.
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Table 1X.2 Causes of Business Downturn in Traditional Mrkets

Cause Share Attribution (%)

Less buyers 67.2
Increased competition with other traders 44.8
Increased competition with supermarkets 41.8
Higher prices 37.7
Increased competition with street vendors 29.9
Higher prices from suppliers 23.5
Increased competition with minimarkets 20.9
Deteriorating condition of the market 13.8
More difficult securing supply 4.9
Increased kiosk rental fee 3.0
Harder to access credit 2.6

Note:
Answers from traders claiming to experience a dedl both earnings and profit.
The traders can give multiple answers.

APPSI has been conducting a two-pronged strategyirnorease the business
performance of traditional markets. Firstly, thene dobbying for a zoning approach
for supermarkets, where supermarkets can only tgpémathe suburbs and at some
distance from traditional markets. Secondly, theye acampaigning for local
governments to improve their treatment of traditiah markets, for example by
providing credit to the traders and subsidizing Kiesk rental fee.
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X. THE IMPACT OF SUPERMARKETS ON
TRADITIONAL MARKETS

Given the overall decline in the performance of traderstiaditional markets, this
section specifically investigates the contribution of supekets to the decline. The
qualitative analysis results are discussed first.

In Depok, Giant Cimanggis and Medali Mas are thpesmarkets located near Cisalak and
Tugu. According to the traders, Medali Mas has r&gnificantly impacted their
businesses, while Giant has absorbed a large number of [Symes traders believe that
Giant has caused a decline in their earnings and profie traders believe that in the
future, the existence of supermarkets will disturb the ertt of traditional markets
because they sell identical products for similar or loweepriFurthermore, the facilities
and infrastructures in supermarkets ensure a more cabiéoend secure feeling. Moreover,
Giant provides discounts on the weekend. In conttasthe traders, one officer from the
Depok OMM claims that the existence of supermarketd appermarkets around the
traditional markets has had little or no impact on thraditional markets.

However, with the exception of Pamoyanan, the tradess alaim that the impact of the
supermarkets is not as significant as the impact caust ligternal problems prevalent

in their markets. In addition, they admit that there gslight difference in the types of
buyers coming to traditional and modern markets, with mobdadors and small stores
still preferring to shop at traditional markets. In oneemiew, the traders declare that they are
ready to compete as long as the market infrastrestand amenities are improved (see Boxes 1
and 2).

In Bandung, traders in Sederhana complain about the ndwijt Carrefour. Traders

selling basic foodstuffs and other household necessitiesspeeially feeling its impact.
In contrast, traders in Leuwipanjang do not really fde tmpact of the supermarkets.
Rather, their main complaint surrounds the existenceti@et vendors, their complaints
echoed by traders in Sederhana. On the other hand, teiteePamoyanan claim that the
Hero has been the main culprit of the decline in thbirsiness.

The Bandung Chapter of APPSI strongly opposes the supermafkety claim that the
government has abandoned traders in traditional markets loyialg supermarkets to
open too close to the traditional markets. While APPSI onlpresents its members, a
minority of traders, it has a valid point since the Blang administration indeed
repeatedly violates its own spatial plan in order to acconatethe supermarkets.

From our observation, there are several factors that could explay one traditional
market may be impacted while others are not. First is thstance between the
traditional market and the supermarket, where traditionalrkess that are relatively
near supermarkets are more severely impacted. A second,immodant factor is the
types of buyers in the traditional markets. Traditionalrke#is whose main customers are
middle-class households, such as Pamoyanan, feel the deepestt of the
supermarkets.
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Box 1. Two-Story Building Design: Who Benefits?
The Building Structure

The two-story building design in the traditional mkets of Bandung has caused number of traders Jynain
those who traded on the second floor, to go oubo$iness. Our observations revealed that almost all
kiosks on the second floor of Pamoyanan (renovaird turned into a two-story building in 2000),
Sederhana (in 1997), and Leuwipanjang (in 2001) emgpty. Some traders occupying kiosks on the secong
floor were unable to settle their installment payms As a result, they abandoned their kiosks areal
to the streets surrounding the markets. In addittomot paying their installments, they are not jpay the
kioskretribusbecause they believe the kiosks no longer belorthem.

Cucun is a vegetable trader and formerly a streedor in Leuwipanjang Market. In 2002, she bought a
jongko(kiosk) on the second floor, which cost her onellimn rupiah. Initially, there were many buyers
coming to the upper floor, but one month later thembers were declining sharply. She was subseguentl
no longer able to pay the installments for her kioafter only having made five monthly payments of
Rp100,000 each. She returned to roadside tradiogydver she must continue to pay installments fa th
jongkoAfter spending almost all of her savings to by jongkashe now is bankrupt. According to Cucun,
other traders have experienced the same problerdshame fallen into bankruptcy soon after startirg t
trade on the second floor.

Ateng is a chicken trader and Odang is a meat traBeth also at Leuwipanjang, they had expressed th
disapproval of the planned two-story renovationtteé market, stating that buyers would be reluctémt
shop on the upper floor as has been the case ierdthditional markets such as Kosambi and Pamayana
The Leuwipanjang local administration continued tvithe initial plans. The result is unsurprisingmedst

all the kiosks and counters on the second floorraye empty and a large number of traders have becom
bankrupt.

Box 2. Traditional Trader Ready to Compete
Strategies to Attract Buyers

Vijay Sihombing is one of the basic goods trader$ugu, Depok. He has been trading there since 1996
As a trader, he is required to pay a garbegbuspf Rp1,000 per day and a security charge of Rp1Heé
day. In addition, he has to pay a contribution fine security staff holiday allowances and for miarke
cleaning services, totalling a minimum of around5(®0-10,000 per trader. He procures his goods from
agents who come to his kiosk, or buys in bulk & ffatinegara Market. Based on his observations, the
number of traders has grown during the last thregry as a result of an increase in the numberozkki
On the other hand, the number of buyers during tpatiod has fallen by as much as 50%. The buyiirs st
coming are generally mobile vendorgrung(small store) owners, or caterers. Sihombing eggkeveral
strategies, including politeness and discountstt@act buyers and to maintain good relationshipgwis
loyal customers. Furthermore, he ensures he mamthie high quality of his products and stocks dewi
selection of goods for his customers in order fwaad his business. Unfortunately, he is currendlgirig
financial constraints, which makes it difficult fbim to compete with the “big players” in the matke

Ready to compete if the market is fully renovated

The limited parking space is one reason why bugegsreluctant to go to the Tugu market. “There were
lots of luxury cars parked here,” said Vijay, witerscribing the condition of the market in the pabte
strongly hopes that the local administration, thgiu the office of market management, considers
upgrading the market facilities and infrastructurimeluding the parking space. He believes that sanle
market that has ample parking space and is wellagad will attract buyers, and states his confidehee

he is ready to compete with modern retailers ifsdoequirements are fulfilled.
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In order to measure how accurate those opinions are, a qaiveitanalysis was
conducted using objective performance indicators. Table X.1 protderesults of the
DiD (difference-in-difference) impact evaluation. Thisnalysis found that the
differences in changes in profit and earnings betweenttbatment and control groups
are not significantly different from zero. This impligst the decline in earnings and
profit of traditional markets cannot be attributed to the preserof supermarkets near
the traditional markets.

Table X.1 The Impact of Supermarkets on Traditional Mar&ts:
Difference-in-Difference Method

Treatment Control Difference
Profit -19.30 -24.10 4,79
(3.66) (5.13) (6.16)
Earnings -8.98 -3.05 -5.93
(4.26) (18.00) (15.13)

Note:
The figures are mean proportional changes in eategory between 2003 and 2006.
Standard errors in parentheses

The finding that the control group also experiencedcli®ges in both profit and
earnings is very interesting. It is even more suimgigo find that the control group
experienced a larger decline in terms of profit coragéo the treatment group. At the
very least, this finding allows us to assume the-existence selection bias in our
study, because traders who went bankrupt in the tneat market would most likely
still go out of business even without the existenésupermarkets.

Econometric methods were used for the second quantitative sasalyollowing

Equations 2 and 3 in Section lll, there are three larges £ controls. The first is
variables that control the condition of the traders in 2003. Téerond set controls for
the changes in conditions between 2003 and 2006, and the lasf sentrol variables

attempts to control for unobserved location-specific variablegncluding a dummy for
Depok. In total, we conducted 12 estimations each using tlie@endent variables:
proportional change in earnings, profits, and number of empkyim addition, we also
use two variables as indicators of the presence of supermarklet®my variable and the
distance of a market to the nearest supermarket. Theltseare shown in Table X.2.

In columns 1-6 we use the dummy of treatment as our variabletesest. Note that
column 1 is essentially the same as the result for mgsrDiD in Table X.1. The fit of
the model increases as we include more control variablésg gam almost zero in
column 1 to 0.3 in column 6. Looking specifically at the superniérkatment dummy,
the sign of the coefficient is negative in columns Hdn but positive in columns 2, 3, 5,
and 6. However, none of the supermarket dummies in the spmE®ins are statistically
significant.
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In columns 7-12, we use distance to the respective supermakeds indicator of
possible impact, as opposed to the dummy variable. In geneild, thdn coefficients are
different from the first set of estimations, the sigm&l statistical significance are the
same. Similar to the first set of estimations, includingre control variables improves
the explanatory power of the model.

Columns 13-24 replicate columns 1-12, only we use profit as the deperat@ble.
Column 13 has the same result as the profit DiD evaluationable X.1. Looking across
the board, we do not find any significant impact in eithiie dummy or distance
variable. As opposed to columns 1-12, however, the signs of ttigcisogs do not
switch between the simple models and those with addedaisnt

In columns 25-36, employee numbers have been employed as the pedenmdicator.
Looking specifically at the distance to the respective supeket, the sign of the
coefficient in columns 32, 33, 35, and 36 is positive, although ese to zero, and the
coefficients in those columns are statistically sigaffit. This provides initial evidence
that with more control variables, the impact of supermésken traditional markets,
especially on employee numbers, is statistically sognifi The farther the distance of a
traditional market to a supermarket, the higher the apiliof traders to hire more
employees. Furthermore, it is interesting to note that #003 level control variables set
is the one that caused the impact indicator to becomeifsognt.

The final issue relates to the traders who wentajudusiness due to the supermarkets. While
we do not directly visit traders who have gone ofibusiness due to the competition from
supermarkets, this information was gathered frontriwgers in the treatment group through
the questionnaire and in-depth interviews. In adlolit, the managers of traditional markets
and traditional traders’ association were askeditaihis issue.

Some of those no longer trading in Cisalak Market moved to Cibdlbarket. Several
others opened their own businesses from home, and the rekédvor the informal
sector. In Musi Market, many traders have become tstemdors. In addition, there are
also some who went bankrupt and returned to theimetowns. Most traders who moved to
the streets surrounding the market are vegetalldshasic foodstuffs traders. As is the case
in Cisalak Market, in Bandung, many traders fronmgpanjang moved to smaller markets,
and more are becoming street vendors.

In the questionnaire, traders stated that a third of thage went bankrupt have mostly
moved to another market, while half have become unemployéé. rést have changed
employment types, such as becoming a bus driver or motteytloperator.

The bankrupt traders may be a cause for concdhnené is enough reason to believe that those
going out of business in the treatment markets dook have experienced it had there been no
supermarkets nearby. However, we believe that ithaibt the case in this study. Firstly, the
control markets experienced higher losses in t@fpsofits compared to the treatment markets.
Secondly, there are comparable earnings in therobmtarkets. Thirdly, not every treatment
market experienced a decline in number of tradersonclusion, only a small proportion of
traders in the treatment group know of a bankrupider, and we find no evidence that the
bankruptcy in the treatment markets is relatedhe supermarkets.
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Table X.2 The Impact of Supermarkets on Traditional Mar&ts: Econometric Estimation Results

Dependent variable: proportional change in earnings

1 2 3 4 5 6 7 8 9 10 11 12
Treatment dummy -0.06 0.12 0.13 -0.06 0.13 0.14 -- -- -- -- -- --
[0.18] [0.08] [0.07] [0.18] [0.08] [0.07]
Distance to supermarket (kilometers) -- -- -- - - -- 0.008 -0.009 -0.009 0.009 -0.008 -0.009
[0.019] [0.006] [0.006] [0.018] [0.006] [0.006]
Control variables: 2003 level No Yes Yes No Yes Yes No Yes Yes No Yes Yes
Control variables: changes 2003 — 2006 No No Yes No No Yes No No Yes No No Yes
Depok dummy No No No Yes Yes Yes No No No Yes Yes esY
R-squared 0.0004 0.1397 0.2969 0.0004 0.1429 0.2988.0012 0.1383 0.2947 0.0012 0.1401 0.2961
Dependent variable: proportional change in profits
13 14 15 16 17 18 19 20 21 22 23 24
Treatment dummy 0.05 0.05 0.07 0.05 0.06 0.07 -- -- -- -- -- --
[0.06] [0.08] [0.07] [0.06] [0.07] [0.07]
Distance to supermarket (kilometers) -- -- -- -- -- -- -0.005 -0.007 -0.007 -0.004 -0.006 -0.006
[0.005] [0.006] [0.005] [0.005] [0.006] [0.005]
Control variables: 2003 level No Yes Yes No Yes Yes No Yes Yes No Yes Yes
Control variables: changes 2003 — 2006 No No Yes No No Yes No No Yes No No Yes
Depok dummy No No No Yes Yes Yes No No No Yes Yes esY
R-squared 0.0015 0.1705 0.3607 0.0029 0.1801 0.3680.0025 0.1730 0.3626 0.0032 0.1804 0.3680

Note: Robust standard errors in parentheses

27

The SMERU Research Institute, August 2007



Table X.2 The Impact of Supermarkets on Traditional Mar&ts: Econometric Estimation Results (continued)

Dependent variable: proportional change in number demployees

25 26 27 28

Treatment dummy -0.03 -0.09 -0.08 -0.03

[0.05] [0.04] [0.04] [0.05]
Distance to supermarket (kilometers) -- -- -- --
Control variables: 2003 level No Yes Yes No
Control variables: changes 2003 — 2006 No No Yes No
Depok dummy No No No Yes
R-squared 0.0018 0.2105 0.2841 0.005

29 30 31 32 33 34 35 36
-0.09 -0.08 -- -- -- -- -- --
[0.04] [0.05]
-- - 2.6e-6 8.9e-6 8.1e-06 3.7e-06 9.57e-6 8.6e-06
[3.6e-6] [3.5e-6] [3.5e-6] [3.6e-6] [3.6e-6] [3.6e-6]
Yes Yes No Yes Yes No Yes Yes
No Yes No No Yes No No Yes
Yes Yes No No No Yes Yes esY
0.2125 4©.28 0.0020 0.2142 0.2878 0.0066 0.2194 0.29

05

Note: Robust standard errors in parentheses; ligldlds are statistically significant

28

The SMERU Research Institute, August 2007



Xl.  CONCLUSIONS

Supermarkets have been around in major urban cemendonesia for the last three decades.
At the onset of the liberalization of the retail&er in 1998, however, foreign supermarket
operators began entering the country, sparkingradi competition with local operators. Some
corners claim that traditional markets are the re@itims of the intense competition, as they
lose their customers due to the cheaper and highatity products and the more comfortable
shopping environment that supermarkets provide. €fane, there are calls to limit the
construction of supermarkets, especially in locetinear traditional markets.

This study investigates the truth behind these claims rbgasuring the impact of
supermarkets on traditional market traders in Indonesia’s nurbenters. Primarily
guantitative research methods have been employed, and quaditatesearch was
conducted to support the quantitative findings. The quantitativethods utilize the DID
and econometric methods. The qualitative method consistsafepth interviews with
APPSI, APRINDO, traditional market managers, traditidmaarket traders, supermarket
officials, and officials from relevant local governragencies.

Five traditional markets were chosen as the treatmggoup and two traditional markets
were chosen as the control group. The sampling fremsures that these markets are
representative of traditional markets in urban areasdonesia. Furthermore, it also ensures
that the treatment and control groups have similaaacteristics other than their proximity
to supermarkets. Two treatment markets and one cbmirarket are located in Depok, an
urban center near Jakarta, while the rest are lettat the Greater Bandung area, the capital
of West Java Province. Randomly selected traderiseset markets were interviewed using a
guestionnaire. These traders are representative ofréfwtional markets. In addition, we
conducted 37 in-depth interviews with the aforememted stakeholders.

On average, traders in both treatment and control marketge experienced a decline in
their business over the past three years. In the in-deg#rviews, respondents revealed
the main causes for this decline as the weakened pungchpewer of their customers due
to the fuel price increases, and the increased competititim street vendors who occupy
the parking spaces and other areas surrounding the maekeds, blocking the market
entrance. The third cause attributed to the decline in bbess for traditional market
traders is supermarkets. This was especially found for dradéine treatment group. It
should also be noted that supermarkets were identified as ithargrcause of the decline
in business by traders in Pamoyanan, the only marketenstiidy where the majority of
market customers are middle-class households, and which alsaolobave a problem
with street vendors.

The quantitative impact analysis finds mixed statisticasults for various performance
indicators of traditional markets, such as profits, earningd employee numbers. Out of
these performance indicators, supermarkets only statlgticapact traditional markets
through the number of employees hired by the traditional trad€he results indicate that
traditional traders hire fewer employees the closer #reyto a supermarket and vice versa.
However, it should be noted that the coefficients areeptionally small.
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These results are further confirmed by the qualitativelyais findings that supermarkets
are not the main cause of the decline among traditionatkets. The traders, market
managers, and APPSI representatives all state thatntfaen steps which should be
undertaken to ensure their survival are the improvement of ti@ual market
infrastructure, organization of the street vendors, andiiy@ementation of better market
management practices. The traders explicitly state rtlweinfidence that supermarkets
would not drive them out of business if the above conditions wete m

While there is indeed evidence that traders have goneobiusiness during the last three
years, the reasons for this are more complex than they eftsupermarkets alone. Most
business closures are associated with internal market asdnpé problems. In addition,
traders who mainly sell to non-households and have maintaengdod relationship with
their customers over a long period of time are more lit@btay in business.

The results above are further confirmed the success stogy todditional market in
Tangerang, which has retained its customers in spiteghef construction of a new
supermarket nearby (Pikiran Rakyat 2006; Tabloid Nova 2006). This markéean, safe,
has ample parking space, and has sufficient amenitigis. groves that a competitive
traditional market is able to successfully compete witth @xist near supermarkets.
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Xll.  POLICY RECOMMENDATIONS

The policy recommendations to ensure a thriving traditiomarket environment revolve

around increasing the competitiveness of the traditional kear This involves several

steps. First, improve the infrastructure in the traditionadrkets. This includes ensuring
proper hygiene, sufficient cleanliness, ample lightimnd an overall comfortable
environment. The current two-story market building desigmag popular among traders
because customers are unwilling to go to the upper floor.

In order to do this, local governments and private traditionearket managers must go
beyond considering traditional markets only as a source aaome. They must actually
invest in the upgrade of traditional markets and set a minh standard of services. This
also entails appointing qualified people as market managetsgi&ving them enough
authority to make decisions, so they do not act solelyetrsbusicollectors. It is also
important to enhance the performance of market managémnereby providing training or
by regular evaluation. Furthermore, the market manager dhoohsistently coordinate
with traders in order to achieve better market manageim&rnoint venture between local
government and the private sector might also be a solutiondease the competitiveness
of traditional markets, as has been the case in the EBarpong Damai Market.

Secondly, local governments should organize the street veneibher by providing them

with kiosks inside the traditional markets or by enforcing ttaw banning them from

opening stalls around a traditional market. It is imperatikiat these vendors are kept
from blocking the market entrance.

The third recommendation pertains to the traders themseost traders have no option
but to pay their suppliers with cash and use their own cafitakthe business. On one

hand, this poses a constraint for business expansion. ©rotier hand, it means that

traders have to undertake all the risks associated with dmisgess. Given that it is not

common practice to insure a business, the traders are ableeio even a small shock. It is
therefore worth investigating the types of insurance $ilgtdor traders and assisting them
should they need additional capital to finance their exgian.

Finally, the conditions uncovered in our study areas point to ednfr the thorough
regulation of modern markets, including the regulation of sigsues as the rights and
responsibilities of the market operators and the local adtn@tien, and also sanctions for
breaching the regulations. While some administrations megm it necessary to have a
separate bylaw, improvements to the current bylaw should bieiesotff Moreover, it is
more important to ensure that all stakeholders understandréigeilations, and that both
levels of government should act in strict accordance to th€mensure fair competition
amongst traditional and modern retailers, it is necestaay national and regional level
governments have control mechanisms and monitoring systerkeep the playing field
fair.
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APPENDIX |

Types of Retailers in Indonesia

Retail Store Physical Definition Goods Available
Minimarket Employ 2—6 Packaged Food
“Convenience |- Less than 350 square meters Basic Hygiene Goods
Stores”
Supermarket |- 350-8000 square meters Food
3+ cash registers Household Goods
Hypermarket Free Standing Food

Over 8,000 square meters

Cash Register for every 1,000 squ
meters

Employ 350-400

Household Goods
areElectronics
- Clothing

Sports Goods

Cash and Carry-

Over 500 square meters
Requires membership to enter

Food
Household Goods

Small Full

Service Stores|-

Family owned
Less than 200 square meters
Independent

Limited Selection of Food
Limited Selection of
Household Goods

Traditional
Market

Multiple Vendors

Small Stalls of 2-10 square meter

Fresh Produce
Homemade Goods
Basic Household Goods

(2

Adapted from Collett & Wallace (2006).
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APPENDIX II
Regulations on Retail Trading in Indonesia:
National Level, Depok, and Bandung

National Level

1.

10.

11.

12.

Presidential Decree No. 118/2000 on the Change®rafsidential Decree No. 96/2000 on
Business Sectors that are Open or Closed with S&wquirements for Foreign Direct
Investment

Joint Ministerial Decree of the Minister for Indugtand Trade and the Minister for Home
Affairs No. 145/MPP/Kep/5/97 and No. 57/1997 on t&daPlanning and Development of
Markets and Shops

Decree of the Minister for Industry and Trade N612VIPP/Kep/7/1997 on Establishment of the
Central Team for the Spatial Planning and Developingf Markets and Shops

Decree of the Minister for Industry and Trade N@24AMPP/Kep/11/1997 on Stipulations on
Business Licenses for Foreign Trade Representgiffiess

Decree of the Minister for Industry and Trade N@OAMPP/Kep/10/1997 on the Guidance for
Spatial Planning and Development of Markets and [@ho

Director General of Domestic Trade Circular No. 3DOPDN/IX/97 on Licencing Procedures
for Modern Markets

Decree of the Minister for Industry and Trade No3/KPP/Kep/1/1998 on Trading
Corporations

Decree of the Minister for Industry and Trade N&@7IMPP/Kep/2/1998 on Stipulations on
and Procedures for Issuing Permits to Modern Market

Annex to Decree of the Minister for Industry andade No. 107/MPP/Kep/2/1998

Ministerial Trade Regulation No. 10/M-DAG/PER/3/26®n Stipulations on and Procedures
for Issuing Business Licenses for Foreign TradeeRapative Offices

Ministerial Trade Regulation No. 12/M-DAG/PER/3/26®n Stipulations on and Procedures
for Issuing Franchise Business Registration Czatés

Draft Presidential Regulation on the Structuringdaistablishment of Modern Markets and
Modern Shops

Depok Administration

1. Kota Depok Regional Regulation No. 49/2001 on Dilsance Permits
2.Kota Depok Regional Regulation No. 23/2003 on Mafdanagement in Depok

Bandung Administration

1.

2.
3.

"®.°°.\‘.°’.01

Kabupaten Bandung Regional Regulation No. 3/199Mamket Management in the Districts
of Bandung

Kabupaten Bandung Regional Regulation No. 27/199®8andung District OMM

Bandung Mayoral Decree No. 382/2000 on Classificatf Markets and Standard Selling
Prices of Markets in Bandung

Market Agency Decree No. 22/2003 on Formation bé tOrganization and the Work
Arrangements of Market Heads

Collection of Regional Regulations on Market Managmt in Kota Bandung

Plan of Regional Regulations on Modern Markets Btatlern Shops

Service Guidebook for One-Stop Service

Local Regulation N0.19/2001 on Market ManagemenBendung

Mayoral Decree No. 644/2002 on Tariffs for Clean8gyvices in Bandung

0 Draft Regional Regulation on Modern Markets and §&0
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APPENDIX I
Location Map of Retailers in Depok and Bandung

A. Location of Traditional and Modern Markets in Depok

Notes:

Traditional Markets:

. Pasar Gandul

. Pasar Depok Jaya

. Pasar Depok Agung
. Pasar Kemiri Muka
. Pasar Agung

. Pasar Musi

. Pasar Tugu

. Pasar Cisalak
. Pasar Sukamaju
10 Pasar Reni Jaya
Modern Markets:
. Mall Cinere
. Depok Trade Center

. Alfa Gudang Rabat
. Plasa Depok Ramayana
. ITC Depok
Depok Town Square dan
Margo City
. Mall Cimanggis
. Ramayana

—>
»
Ll
©CO~NOUMWNE

SO0 T

> Q
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B. Location of Modern Markets in Bandung

Notes:
Shopping Centres in the City of Bandung

Department Store
Minimarket

Pasar Swalayan
Shops
Supermarket

Small Department Store

Scale 1:100455

Source: Badan Perencanaan Daerah
Kota Bandung 2003
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APPENDIX IV
Description of Sample Traditional Markets

Depok

A. Cisalak

The Cisalak Market was constructed in 1993 and began itofdtations in 1996. It is
the second largest market in Depok after Kemiri Muka Markevering an area of 1.9
hectares, and wholly owned and managed by the Depok OMMedBas its size and
contribution to the Depok administration’s income, Cisalak Marigeclassified as a Class
| market. The annuatetribustarget allocated to Cisalak by the Depok OMM is currently
around Rp324 million.

The Cisalak Market management employs 38 staff, includireg market manager,
retribusicollectors, and market officials. Market officialsllect the retribusifor traders
inside the market and street vendors up to a 300-med€eius from the market. In
addition, the street vendors also have to pay smigtdll levies charged by organized
gangs.

There are two main buildings in Cisalak Market, anack is two-stories high. The
market is divided into eight sections. In additiommetre are several shops surrounding of
the buildings. There is a total of 680 kiosks of tdifferent sizes (3x3 hand 3x2 m);
556 counters, most of them located on the groundrfland 10 shopsOnly 505 of all
trading spaces are occupied, while the rest, about @@@oclosed. There are currently
1275 traders in Cisalak Market, including the strgehdors, most of whom are located
near the market entrance. The goods sold here arigagito an average market, such as
basic foodstuffs, vegetables, fish, meat, and cloMest parts of the ground floor are
particularly set-aside for meat and fish traders. [&intbo other traditional markets,
most traders are open from 04:00 to around 15:00-16:08pektothes and electronic
kiosks, which are usually open until 8 or 9 pm.

According to the informants, the main internal problems @isalak Market include the
poor condition of the buildings, poor sanitation, and the marketrance being blocked
by the street vendors. The informants also claim tha tiumber of buyers shopping
inside the buildings has dropped significantly due to theestiendors. Almost all
products, except meats, are sold on the sidewalks. Trad@isalak Market, especially
those inside the main buildings, also complain al®iant, which they consider to be too
close to the market. In contrast, there is a retdji low level of competition amongst traders
inside the main building.

*Kiosks, counters, and awnings are different typésading space. Usually kiosks are used by tragdlisg
basic foodstuffs, while counters are used by meagetable traders.
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Palsigunung/Tugu

Tugu Market was built in 1992, opened to the public 1896, and became fully
operational in 1997. It is also known as PalsiguniMayket due to the name of the
area where it is located. Tugu Market covers an areh8%0 square meters and is a
Class Il market. It consists of one two-story buitdibuilt on Depok administration
land, several buildings built on a land owned by Bina ddafa corporation owned by
the central government), which are rented by the D&pOMM, and kiosks on
irrigation land near the Kali Baru River.

The Tugu Marketretribusis based on kiosk size, and ranges from Rp1,000 to Rp2,500
daily, while garbage and securitribusiare Rp1,000 each per day. Sore¢ribusiis
collected by the market staff, while the rest is attlbel directly by staff from the Depok
OMM. In addition to the dailyretribusithe traders normally also pay a contribution thue
holiday allowance for market security officers—aimum of Rp10,000 per trader.

There is a total of 425 kiosks in Tugu Market: 135 unitsthhe upper floor of the

market's main building; 111 units in the lower flod%7 units in the building on the

Bina Marga land; and 22 units on the irrigation lan@ihere are an additional 85
counter units: 23 on the upper floor and 62 on the 8Marga land. Most of the kiosks
and counters in the upper floor are empty as buyerseductant to go upstairs. There
are currently around 600 traders in Tugu Market, inithg the 200 traders on the Bina
Marga land. Goods sold include vegetables, basic fotg]stuieats, clothes, and
jewelry. In 2003, the traders formed a forum initigHiKPPT (Communication Forum

of Traders in Tugu Market), which currently has @&@embers. Then, in 2005 the
Commissioner of APPSI in Tugu Market was formed withh ffembers.

Unlike in Cisalak Market, the facility and infrasicture problem faced by Tugu Market is its
limited parking space. There is only enough space for eight. To overcome this
problem, the Depok administration has agreed to fund a Rp350omillpgrade of the
parking space in 2007. There was a fire at the Tugu Mark€005, and no significant
renovations followed the accident.

B. Musi

Musi Market is one of the oldest markets in Depok. It wags buil982 and was officially
opened in 1988. This market is located in the eastern paepok, near residential
areas. Musi Market, covering an area of 1 hectareassified as a Class Il market. The
market is staffed by 15 people, including the mamkanager, administration officialsstribusi
collectors, cleaning coordinators, parking attendantd, @orters.

There are only 281 traders in Musi Market. Around one-thirdtleé traders here sell
vegetables and basic foodstuffs, around 10% sell mddistéw another 10% sell rice, and
the rest sell clothes. Frequent shoppers to Musi are houseW®8o), mobile kiosk
operators (30%), and small store owners (30%). When measuretheinvalue of
purchases, the small stores are the most valuable custduiewed by the mobile
kiosks and housewives. The market's operating hours are from 02iD@aam. Most
buyers come at around 09:00 to 10:00.
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Based on the market manager’s data, in 2004 there were 64) oonsisting of 340
kiosks, 168 counters, 37 radius stalls (300 meters from the markeingyi and 95
awnings. This market is divided into eight sections (A-IBection G is specifically meant
for kiosks, and out of 112 units that are available, only 28 amisfilled. In Section H,
meanwhile, only 40% of the 168 available counters are ocdupie

In contrast to the other markets, traders in Musi bt pay a securitsetribusas they have
taken over the security of the market. In additidhere is a widespread unwillingness to pay
the other retribusi For example, traders who own two kiosks only thayretribusiof one
kiosk, while traders with three kiosks only pay éme and a half. Furthermore, in recent
months most of the traders inside the market bagdhave refused to pagtribusbecause
the market management has not kept their promiseotganize the street vendors who
occupy the nearby street. The traders also comg@hiout the terrible state of the market
buildings. In early 2006, the Depok OMM made sonfeastructure improvements, such as
paving the access road to the market and expartti@garking lot, although it is limited to
Sections G and H.

The traders in Musi Market joined with the APPSI of Agumdarket in 2005. The
organization of traders in Musi Market itself is called B8Mnd was established in 2005.
P3MD's main function is to accommodate the aspirationsaddrs and to represent the
traders in official matters.

Bandung

A. Pamoyanan

Pamoyanan Market was first opened in 1977. It was renovat&@898, burned down in
1995, and was renovated for the second time in 2000. The curreigrdes also a two-
story building. In total, Pamoyanan has 125 kiosks on theffost and 56 on the second
floor. Out of those in the second floor, 30 used to be occupied, lyna@lling used
clothes, but only one kiosk is still open. The market useddactowded until 15:00—
16:00, but is now already deserted by around 11:00. This is ntaialyo the fact that
most of its customers were middle-class households, who eavitzlshopping at Hero
when it opened about 300 meters from the market in 2003. Pamoydoes not have a
problem with street vendors.

The dailyretribustarget of Pamoyanan is Rp200,000. The very slow business thaains
traders are only able to pay theribusat the end of the day rather than in the morning.
In addition, an increasing number of traders have begun to postpayment of the
Annual Trading License (SPTB).

B. Leuwipanjang
Leuwipanjang Market began operations in 1980 and underwent @avagion in 2001,
creating a two-story building with total area of 1300 squareersefTraders say that

conditions have worsened since the renovation because the melding is more
crowded. Only 50% of trading space is currently occupied. Funtbre, traders from the
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second floor have switched to street vending around the mdnkiéding, as customers
are reluctant to go to the second floor.

The number of customers visiting the market furtheduced in 2003. One reason cited for
this is the decision by the Bandung Office of Traortation to convert a public transport route
that used to pass in front of the market from twaywio one-way. Hence, buyers who could
previously reach the market easily now have to pas3arrefour first.

C. Sederhana

Sederhana was opened in 1986, and so far it has experiencetirésurthe last one
occurring in 2003. After that fire, the market was renovhtesing a central government
grant and turned into a two-story market with total areal4f000 square meters, making
it the fourth largest market in Bandung. There are thragpermarkets surrounding
Sederhana Market: Giant, Carrefour, and Griya. There @&s® four minimarkets: two
Yomart, one Alfa, and one Smart. All were opened withie fhast three years. There is a
local bus terminal beside the market and a garbage doltesite in front of it. The main
office of the Bandung OMM is to the left of the market.

Similar to the conditions in Depok and other markets in Bandutige second floor is
only sparsely occupied. In addition, even though the first floas a higher occupancy
rate, there are many unused kiosks. The traders who used tdlwehkiosks inside the
building have moved to outside areas and have become street vendossng the
market entrance to become very crowded. Although thek®aghas toilet facilities and
access to clean water, the market management does matgadhese amenities—this is
left to individual traders.

The market's operating hours begin at 04:00 and end at 18x@@pt during the month
of Ramadhan, when it is open until 17:00. Goods sold in thiketaare the same as any
other traditional market. Most buyers are restaurant ownmgbile vendors, and then
households. Furthermore, while there are a significant nunobestreet vendors, the
competition between them and the traders inside the buildsngnanageable.

The manager of Sederhana Market says that his detitypusitarget is Rp725,000, and
that it increases every year. The market managersduly is to collectetribusiand he
could be removed from his position if he fails to achievetérget. There are a total of
18 market officials, including those whose only duty isdltect the retribusiln addition,
the manager discloses that the traders sometime redyssytthe fullretribusior pay only
the retribusfor one kiosk although they may have multiple kiosks.

D. Banjaran

The Banjaran Market is a Class | market with an awé4.3 hectares. It has 544 kiosks
and 463 counters. Built in the 1930s, Banjaran is very old andoimrast to newer
markets, does not have a main building. There has beengndisant renovation to the
market except in sections that have experienced firesaddition, the road in front of
the market is always congested and is full of street venSiondlar to other markets, the
street vendors have created fierce competition amongdets.
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Another problem in Banjaran is the traders' unwillingees pay theetribusiThey only
pay if they have sold enough goods. This problem is exacdrbgtéhe fact that most
customers of Banjaran are employees of nearby factogesnt® four of the factories
laid off the majority of their employees. This has caukedraders to lose their customer
base, and furthermore some of the laid off employees leamone street vendors
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APPENDIX V

Control Variables: Mean and Standard Deviation

S

Variable Mean Std Dev. Dummy
2003 Level
Trading experience (years) 15.19 9.37 No
Finished primary school 0.30 0.4§ Yes
Finished junior secondary school 0.23 0.4p Yes
Finished tertiary level education 0.36 0.44 Yes
Share of unpaid assistants to total 0.48 0.48 No
Daily retribusto earnings ratio 0.01 0.02 No
Own the kiosk 0.62 0.49 Yes
Kiosk size () 8.45 6.42 No
Kiosk is at front and on the first floor 0.21 0.41 Yes
Kiosk is at back and on the first floor 0.62 0.49 esY
Kiosk is at front and on the second floor 0.01 0.09  Yes
Kiosk is at back and on the second floor 0.0n 0.12 Yes
Number of buyers 44.24 31.04 No
Only sells one commodity 0.47 0.5(¢ Yes
Main commodity: rice 0.07 0.26 Yes
Main commodity: cooking oll 0.03 0.18 Yes
Main commodity: F & B ingredients 0.17 0.37 Yes
Main commodity: spices 0.05 0.23 Yes
Main commodity: vegetables 0.23 0.42 Yes
Main commodity: roots 0.01 0.10 Yes
Main commodity: fruits 0.08 0.27 Yes
Main commodity: nuts 0.22 0.15 Yes
Main commodity: meat 0.07 0.25 Yes
Main commodity: chicken 0.07 0.25 Yes
Main commodity: fish 0.07 0.26 Yes
Main commodity: egg & milk 0.04 0.20 Yes
Belongs to the treatment group 0.62 0.49 Yes
Distance to nearest supermarket (km) 4.84 6.11 No
Changes 2003 — 2006
Share of unpaid assistants decreased 0/06 0.23 Y¢
Change in kiosk ownership 0.15 0.34 Yes
Kiosk size is larger 0.04 0.2( Yes
Kiosk location is better 0.11 0.31 Yes
Change in number of buyers -21.84 32.24 No
Changing number of commodity sold 0.04 0.2 Yes
Changing main commodity 0.03 0.18 Yes
Depok dummy 0.39 0.49 Yes
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APPENDIX VI
Revenue of Depok OMM (2001-04) and Bandung OMM (208-06)

A. Revenue of the Depok Office of Market Management (ifion rupiah)

Facilities oot | 2202 \ 2008 | 2004 | | 2002 \ 2003 | 2004
Realization Target Realization |Target
Kiosk 105 165 200 393| 30.3136.84%27.54%24.219
Counter 88 130 221 334| 25.5324.27%30.34%20.569
Other 153 240 306 897 | 44.1684.89%42.12%H55.239
All Markets' Revenue 346 534 727 1624 100%00% 100% 1009
% Increase 54.40% 36.10%123.40%
PAD (local revenue) 21,664| 34,380 41,51y 48,800
Market RetribugPAD 1.60% 1.55% 1.75% 3.33¢9
Source: Depok OMM 2004
B. Revenue of Bandung OMMRetribusi (million rupiah)
Retribusi 2003 2004 2005 2006
Target 4,425.00 4,557.80 4,262.20 4,313.40
Realization 4,429.90 4,559.90 4,424.70 4,486.50
% Increase 2.939 -2.969 1.409
PAD-Local Revenue 217,04 222,909 225,596 n.a
Market RetribugPAD 2.00¢9 2.009 1.969 n.g
Source: Bandung OMM 2006 and Bandung BPS
C. Structure andRetribusi of Traditional Market Tariffs in Depok
Market Class Facilities Area m’ Tariff (Rp)
First class a. Kiosk 0-20 1,500-3,000/day
b. Counter 2,000/day
c. Awning 1,500/day
d. Radius 300 m 1,000/day
e. Toilet 500/entry
f. Cleanliness 1,000/day
Second Class a. Kiosk 0-20 1,000-2,500/day
b. Counter 1,500/day
c. Awning 1,000/day
d. Radius 300 m 750/day
e. Toilet 500/entry
f. Cleanliness 1,000/day
Third Class a. Kiosk 0-20 750-2,000/day
b. Counter 1,000/day
c. Awning 750/day
d. Radius 300 m 500/day
e. Toilet 500/entry
f. Cleanliness 1,000/day

Source: Depok OMM (Article 23 Local Regulation N®3/2003 on Market Management in Depok)
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APPENDIX VII

Nature of Competition in the Control and TreatmentMarkets

Commaodities and Proportion of Traders (%) — Control Markets

Commaodity % Commaodity %
Food & beverage ingredients 20.13 Spices 5.84
Vegetables 14.29 Meat 5.19
Fruits 12.34 Rice 4.55
Other household necessitieg 10.39 Cooking oail 3.90
Fish 7.14 Root vegetables 1.95
Chicken 6.49 Nuts 1.30
Egg & milk 6.49

Note: 20.13% means 20.13% of traders said thar tim@in commodities are food &

beverage ingredients.

Commodities and Proportion of Traders (%) — Treatment Markets

Commodity % Commodity %
Vegetables 27.27 | Other household necessitles 6.3P
Food & beverage ingredients 15.42| Spices 5.93
Rice 8.30 | Egg & milk 3.16
Fish 7.51 | Nuts 2.77
Chicken 7.11 | Cooking oil 1.98
Meat 7.11 | Root vegetables 0.40
Fruits 6.72

Note: 27.27% means 27.27% of traders said that tmain commaodities are vegetables.

Main Customers in Traditional Market (%) — Control Markets

Customer Type Number Customer Type Value
Small stores 57.79 Small stores 56.49
Households 25.32 Households 24.03
Restaurants 11.69 Restaurants 12.99
Mobile vendors 5.19 Mobile vendors 6.49

Main Customers in Traditional Market (%) — Treatment Makets

Customer Type Number Customer Type Value
Households 49.01 Households 39.92
Small stores 31.62 Small stores 35.97
Restaurants 11.07 Restaurants 14.62
Mobile vendors 7.51 Mobile vendors 9.09
Others 0.79 Others 0.40
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Strategies (%) — Control and Treatment Markets

Strategy to Attract Buyers | Control | Strategy to Attract Buyers| Treatment
Politeness 35.06| Politeness 39.18
Quality 18.83 | Quality 20.55
Discount 12.34 | Discount 13.04
Others 11.69 | More variety 9.09
More variety 9.09 | Others 8.30
Priority to frequent shoppers 4.55 Management aidgo 3.56
Management of goods 3.25 Home delivery 2.7
Honesty 1.95 | Honesty 1.58
Home delivery 1.30 | Payment in installment 0.79
Cleanliness 1.30
Payment in installment 0.65

Supplier of Traders in Traditional Markets (%) — Control Makets

Most Commonly Used Supplier Main Method of Payment to Supplier
Supplier 55.84 | Cash 87.66
Govt. wholesale markets 22.73| Consignment 9.09
Wholesaler 11.04 | Credit 3.25
Other traditional market 5.84
Directly from producer 3.90
Other traditional market 0.65

Supplier of Traders in Traditional Markets (%) — TreatmentMarkets

Most Commonly Used Supplier

Main Method of Payment to Supplier

Govt. wholesale markets 36.76| Cash 85.77
Supplier 35.18 | Consignment 10.67
Other traditional. Market 9.88 | Credit 3.16
Wholesaler 8.30 | Others 0.40
Direct from producer 7.11
Own production 2.77
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Source of Working Capital (%) — Control Markets

Source of Capital % Source of Capital %
Own capital 88.3| Loan sharks 1.8
Government-owned banks 6.5 Cooperatives Q.7
Private banks 0.7| Market banks 07
Borrow from relatives 0.7
Others 1.3

Source of Working Capital (%) — Treatment Markets

Source of Capital % Source of Capital %
Own capital 85.8 | Loan sharks 0.8
Government-owned banks 3.6 Cooperatives 0.8
Private banks 4.4 Borrow from friends 04
Borrow from relatives 2.4
Others 2.0
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APPENDIX VIII
Reader’s Letter Kompas Friday, February 18, 2000)

Box 3. Surat Pembaca: Belanja di Pasar TradisiongdKompas Jumat 18 Feb 2000)
<http://www.kompas.com/kompas-cetak/0002/18/omd#04.htm>

Soal pemberitaan di media massa, tentang pedagangnedan pasar tradisional terancam oleh hadirnya
hypermarketSebagai ibu rumah tangga, pasti hafal dengan rseigagian besar barang keperluan sehari-
hari. Sebetulnya bukan peraturan letaigpermarket (di dalam atau luar kota) yang menentukan
tersingkirnya pasar tradisional atau pedagang ecéfang menentukan adalah kenyamanan dan harga di
tempat berbelanja tersebut.

Pasar tradisional tidak mungkin tersingkir kalakettla dengan baik. Nikmatnya berbelanja di pasar
bisa tawar-menawar dan berkenalan dengan pedageataribadi — mereka cukup ramah dan sayur gtau
buah yang dijual lebih murah dibandingsdipermarketNamun, yang membuat segan mendatangi pgsar
tradisional adalah kotor dan terkadang becek $entas berdesakan karena umumnya setiap tempat yang
harusnya untuk jalan diisi oleh pedagang yang mékaaj barang dagangannya dengan semaunya. Kondisi
itu dibiarkan oleh pengelola pasar, dan konsumangenenjadi korban pencopetan.

Faktor lain adalah kaki lima yang menutup sebadiasar kios sehingga menghalangi konsumen yang
berbelanja di kios, di samping kaki lima juga mepathjalan masuk ke pasar-pasar dan menjadi marjgsa
pemungut pungli petugas pengelola pasar.

Usul saya, adakan perlombaan antarpasar dan pé&ngelsar yang tidak becus dipecat atau dimutasikan.
Perlombaan diadakan setahun sekali dan dinilai mlabyarakat (pengunjung diberi formulir untuk diisi
Nama dan nomor kios pedagang yang jorok diumumkaimgga mereka cenderung menjaga kebersihjan.
Ny S Karyadi, Bogor Jabar

Box 3. Translation. Reader’s Letter: Shopping in Taditional Market
(Kompas,Friday, Feb 18, 2000)

Regarding the news on mass media about small sadet traditional markets threatened by the presepc
of hypermarket. As a housewife, | completely remerddmost all prices for basic necessities. As #ana
of fact, it is not the zoning regulations for hyparkets (inside or outside the city) that cause the
elimination of traditional markets and small traslefctually, factors that determine buyers’ choiees
more related to the convenience and prices at tstogeping centers.

Traditional markets will not be driven out of busés if they are managed properly. The ability tggha
and personally know the traders has become pattteoEnjoyment of shopping in traditional market. In
addition, those traders are very polite and thedgamld in the traditional market such as vegetabtal
fruit are cheaper than those sold at the supermar@vever, what makes people reluctant to go & th
traditional market is that traditional markets ay@wahave a problem with cleanliness. They are dirty,
sometimes wet, and customers have to jostle edehn because some traders have blocked the acaeks (o
The management doesn’'t seem to care about thebem® and it creates further problem such as pick
pocketing.

Another factor is the street vendors, which obstnoeost of the kiosks, hindering the consumers shmapat
the kiosks. The street vendors also trade on therere road of the market where they become prey to
illegal levies charged by market officials.

My suggestion is hold a competition amongst thditi@nal market. Market management officials thag a|
not capable of doing their jobs should be firedeassigned. This competition should be done evesy
and evaluated by the people (buyers are given stigneaire to complete). The names of the owneds gn
also the kiosk numbers that were found to be diggd to be exposed to the public, so they will hadin
the cleanliness of the stalldrs. S Karyadi, Bogor, West Java
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APPENDIX IX.

Site/Area Data

Location
Traditional market name Role Subdistrict District/ District 8
City Population DEREI
Depok*
Palsigunung
(Tugu) Treatment | Cimanggis C.Depok 1,374,52P 6,862.6
Cisalak Treatment | Cimanggis C.Depok 1,374,522 B,66
Musi Control Sukmajaya C.Depok 1,374,52p 6,862.6
Bandung**
Leuwipanjang | Treatment | Bojongloa Kidul| C.Bandung ,270,970 13,505
Pamoyanan Treatment | Cicendo C.Bandung 2,270,970 503
Sederhana Treatment | Sukajadi C.Bandung 2,270,970 3,50b
Banjaran Control Banjaran D.Bandung 4,274,431 2,066

* Source: BPS Depok 2004

** Source: BPS Bandung 2006

Note: The Banjaran subdistrict of the District Bandung is close to the border of the City of Bamglu
therefore the characteristics of this area arelsinto the City of Bandung.
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