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ABSTRACT 

This study analyses the ways in which the trajectory of development in 

I ndonesia affects the poor who work in the urban informal sector. Situated in 

the context of Bandung, the th i rd largest city in  Indonesia, this study targets 

street traders, pedagang kakilima, to pursue three areas of inquiry: the 

economics of the street enterprises; h uman development of the traders; and 

coping strategies of the households. The data cover the period of economic 

crisis, notably between 1 997 and 1 999. This allows the study to emphasise 

how the crisis - along with the processes of capitalist industrial isation and 

urbanisation - affected the activities and lives of street traders and how they 

coped with the problems they faced. 

This study has seen that the current economic crisis in Indonesia, following 

the advent of structural changes of the 1 970s and 1 980s, has been fol lowed 

by the prevalence of employment shifts from the formal to informal sector. At 

the macro level, the informal sector continues to cater for a majority of total 

employment in the Indonesian economy and thereby sustains l ivel ihoods, 

especially of the low-income households. 

The data on the economics of pedagang kakilima show that profiles of the 

small and informal enterprises are distinctively d ifferent from those of larger 

and formal businesses. Although a few of the street traders demonstrate 

characteristics of successful merchants, most of their features sti l l  exh ibit 
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vulnerabi l ity. These include volati le incomes, i nsecure premises, l im ited 

economic resources, inadequate technology for advancement, and lack of 

access to formal financial services. These l imitations are generally typical of 

small-scale production and were al ready in existence prior to the crisis. 

On the basis of human development indicators, the findings suggest that 

there is no automatic l ink between street trading and poverty, but equally 

there is no such l ink between street trading and prosperity. The widespread 

economic crisis detrimental ly affected pedagang kakilima, especial ly their 

economic capital . Reduced consumer demand and price rises, for example, 

were widely found to dimin ish income earn ings in street trading during the 

period of recession. With specific reference to human capital , however, it is 

clear that the crisis had not yet had a detrimental effect on their access to 

education , health , and housing faci l ities. 

I nformation about coping strategies adopted by street trader households 

reveals that the urban informal sector is dynamic. I nstead of being passive 

and static, pedagang kakilima make every effort to succeed in the city during 

economic hardsh ip and try as best as they can to curtai l  the effect of the 

cris is. Those participating in th is street t rading, including men, women and 

chi ldren , prove to be active and creative in the ways they manage and 

man ipulate a threatening situation in both enterprise and household settings. 

This study ultimately suggests that together with the exist ing conventional 

approach, the hol istic framework drawn from the human development and 

coping strategy perspectives can be combined and developed to shape 

thinking and actions concerning the u rban informal sector. Th is combination 

wi l l  enable research and pol icy to become more sensitive to the needs and 

real ity of urban development in I ndonesia that more often than not neglects 

the reality of its human , social , and cultural fabrics. 

Abstract iii 



, 

i 
... 

..-� :.-� ro 
� t � � 

c 
... W 

c:: 0 ., (I) 
0 

i ... 
,� Ii CD 
::!: � 4) .. f' 
� 
:J � 0 Cl) 
to 
'u; 4) c 0 "0 � C 
.... 0 
Q. ro 
� 

iv 



ACKNOWLEDGEMENTS 

This work would not have been completed without contributions and supports 

from many people and institutions. I thank them al l .  I n  particular, I would l ike 

to make the fol lowing acknowledgements: 

To Professor John Overton,  my thesis supervisor, my heart-felt appreciation 

for his invaluable gu idance, constructive suggestions and constant 

encouragement throughout the course of this work. To Dr Donovan Storey, 

my thesis co-supervisor, whose intel lectual advice and joyful  feed backs have 

been invaluable. 

To my lecturers, colleagues and friends in the I nstitute of Development 

Stud ies, especially Or Barbara Nowak and Dr Mandy Rudge, who inspired me 

with research ethics and methodology. All in al l ,  their support and friendship 

made this study a rewarding experience and changed daunting duties into a 

chal lenging and interesting long journey of academic exploration for me. 

I wish to express special thanks to John Garner for his editorial contribution . 

H is corrections on Engl ish and expressions were very valuable. He made 

himself avai lable every time I needed h is assistance. P roof reading from 

Vidya and Karen were also very important especial ly in the earl ier drafts. 

Acknowledgements v 



To Ross McLeod and Trish Van Der Hoek at the Austral ian National 

University, I wish to convey my thanks. Dr McLeod provided me with 

constructive comments, whi le Mrs Van Der Hoek offered me access to 

I ndonesian col lections during my participation in the I ndonesia Update held in 

Canberra. 

This study would not have been possible without the opportunity and 

cooperation from the official Government of I ndonesia, the M in ister of Social 

Affairs , and the Director of Bandung School of Social Welfare . To all those 

people who supported the study, I am deeply grateful .  

I am deeply indebted to NZODA for providing me with PhD scholarship. Its 

financial support has not only enabled me to study at Massey University but 

also provided an opportun ity for my family to experience good educational 

pursuits in New Zealand. Charles Chua, Margaret Smil ie, Sylvia Hookers, and 

Jo Donovan from the International Student Office provided the necessary 

support and made day-to-day l ife much more pleasant. I would also l ike to 

express my appreciation to the School of People, Environment and Planning,  

Massey Un iversity and Bandung School of Social Welfare which provided 

additional research funding for my fieldwork. 

Thanks are d ue to my col leagues and friends in Bandung.  Eri Susanto and 

two statisticians, Ibu I neke and Pak Sul iadi ,  helped me to accompl ish data 

entry and statistical computation. Rudi  Firnandi ,  Syaripudin ,  Asep W idodo, 

Dadang H. Susanto, Andri Agustiana, Bambang Sul istiyono, Johan Sigit, 

Sugianto, Ayi Sopyan, and M. Sol ichin gave substantial assistance in doin g  

data col lection. 

I would also l ike to acknowledge my dearest friends of the Indonesian Student 

Association of Palmerston North (PP I  Palmy): Pak Daniel who provided useful  

comments on the earl ier research proposal ,  Pak Togar who shared his 

Acknowledgements vi 



expertise on theoretical models ,  Pak Achmad who contributed on maps and 

f igures for inclusion in the thesis, Pak Sapto who was always ready to help 

every t ime I faced computer troubles, and Pak Fahmi ,  Pak Rahmat and Pak 

Abdul lah who served as intel lectual and spiritual mi rrors for my mind. 

Last, but in a very special place, my appreciation is due to my beloved fami ly. 

To my wife, Oom Komariah Suharto, and my daughters, Febry H izba 

Ahshaina Suharto and Fabiola H azimah Zealandia Suharto, who are and 

have been great in coping with the pressures associated with the production 

of this thesis. To my father and mother, and my brothers and sisters, including 

my n iece and relatives, who always supply me with endless hope and prayer. 

Some of the thesis findings have been presented i n  two conferences and 

have benefited from the comments received. The paper on The 

Informalisation of Indonesian Economy during the Crisis, 1997-1999: Some 

Evidence from Kakilima Street Enterprises in Bandung was presented at the 

First Conference of Indonesian Students in New Zealand held at Canterbury 

Un iversity, Christchurch on 1 5  - 1 6  November 2000, whi le the paper on How 

Informal Enterprises Cope With the Economic Crisis? The Case of Pedagang 

Kakilima in Bandung, Indonesia was presented at New Zealand Asian Studies 

Society 1 4th I nternational Conference held at Canterbury University, 

Christchurch on 28 November - 1 December 2001 . I apologise to any of 

those people I might have missed in this long l ist of acknowledgements. My 

thanks and appreciations go out to them too. 

Acknowledgements vii 



TABLE OF CONTENTS 

Title page 
Abstract ii 
Map of I ndonesia iv 
Acknowledgements v 
Table of contents vi i i  
List of figures xii 
List of tables xi i i  
List of plates xiv 
Glossary xv 

CHAPTER ONE 

INTRODUCTION 1 
THE BACKG ROUN D 2 
The role and vulnerabil ity of the urban informal sector in I ndonesia 2 
The economic crisis and the urban informal sector 4 
OBJ ECTIVES OF THE STUDY 6 
THEORETICAL FRAMEWORK 7 
Reductionist-th inking of l ivel ihoods 8 
Sign ificance of this study 9 
M ETHODOLOGICAL APPROACH 1 1  
STRUCTUR E  OF TH E TH ESIS 1 4  
NOTES 1 6  

CHAPTER TWO 

DIMENSIONS OF THE INFORMAL SECTOR: TRACING ITS 

PROFILES AND DYNAMICS 18 
THE OR IG INS OF THE CONCEPT 1 9  
DEFI N I NG TH E INFORMAL SECTOR 22 
THEORIS ING THE INFORMAL SECTOR 24 
The dual istic perspective 25 
The integrative perspective 33 
The legal istic perspective 37 
The survival strategy perspective 42 
CONCLUDING REMARKS 48 
NOTES 5 1  

Table of contents viii 



CHAPTER THREE 

HUMAN DEVELOPMENT AND COPING STRATEGIES: 

DEVELOPING A FOCUS OF INQUIRY 52 
TH E PARADIGM SH IFT 53 
Modernisation paradigm 55 
Popular development paradigm 57 
HUMAN DEVELOPMENT 60 
The genesis 60 
The concept 63 
Human development and human poverty 66 
COP I N G  STRATEGI ES 68 
The genesis and the concept 69 
Coping strategies in rural and urban settings 71 
Livel ihood and coping strategies 78 
Household and coping strategies: the role of family in small -scale 
enterprises 80 
Social networks and coping strategies 85 
Sequences in coping strategies 87 
CONCLUD ING REMARKS 90 
NOTES 92 

CHAPTER FOUR 

THE FIELDWORK: RESEARCH METHODS AND 

EXPERIENCES 93 
RESEARCH METHODS AND DES IGNS 94 
The triangulation method 95 
Descriptive survey and emergent case study designs 96 
Selection of sites and respondents 97 
Data col lection techn iques 101 
Methods of data analysis 105 
FI ELDWORK EXPERI ENCES: ADAPTI NG METHODOLOGY 116 
Entering  the field 117 
Adj usting the samples 119 
Obtain ing consent of participants 122 
Working with research assistants 124 
Home visits 125 
Social involvement and field relat ions 126 
CONCLU D I N G  REMARKS 129 
NOTES 131 

CHAPTER FIVE 

STRUCTURAL CHANGES AND THE RISE OF THE INFORMAL 

SECTOR IN INDONESIA 133 
AN OVE RV I EW OF INDONESIA'S D EVELOPMENT 134 
The trajectory of development 135 
The performance of economic and h uman development 138 
I N DUSTRIALI SATION, URBAN ISATION , AND 

Table of contents ix 



EM PLOYME NT SHIFT 141 
The growth of industrial isation 142 
The l imits of industrialisation 143 
E merging trends of urbanisation and kotadesasi 148 
Rural-urban m igration 152 
RECENT DEVELOPM ENTS :  TH E ECONOM IC CRISIS AN D TH E 
G ROWTH OF TH E IN FORMAL SECTOR 155 
The course and the cause 157 
The impacts on the informal sector 158 
CONCLU D ING REMARKS 166 
NOTES 167 

CHAPTER SIX 

BANDUNCi: THE CITY AND THE PEDAaANa KAKILIMA 168 
P ROFILES OF THE CITY 169 
Bandung urban development 170 
The population 174 

The sub-districts 176 

The kampungs 179 
G E N E RAL FEATU RES OF PEDAGANG KAKILlMA 184 
The magn itude 185 
The typology 187 
The products 189 
Demographic characteristics 193 
CONCLUD I N G  REMARKS 198 
NOTES 200 

CHAPTER SEVEN 

ECONOMICS OF THE ENTERPRISES AND HUMAN 

DEVELOPMENT OF THE TRADERS 201 
ENTE RPRISE STRUCTU RES OF STRE ET TRADING 202 
History of business activities 204 
Production process and employment f igures 208 
Legal ity 213 
HUMAN DEVELOPMENT OF PEDAGANG KAKILlMA 216 
Economic capital 217 
Human capital 225 
Social capital 230 
The crisis and h uman development 231 
CONCLU D ING REMARKS 235 
NOTES 236 

CHAPTER EICiHT 

THE CRISIS AND COPINCi STRATECiIES 238 
THE APPROACH AND SETIING 240 
ENTE RPRISE-FOCUSED STRATEG I E S  241 
Min imising operational costs 243 
Lowering  un it prices of products 244 

Table of contents x 



I ncreasing competitive advantages 245 
Flexible trading 246 
Expanding business activities 247 
HOUSEHOLD-FOCUSED STRATEGIES 248 
Multiplying source of income 249 
Lowering  expenditures 250 
En larging sources of credit and borrowing patterns 251 
Barter and reciprocity 252 
Saving and mutual investment 253 
Temporary separation 254 
RESOU RCE MANAG EMENT AND DIV IS ION OF LABOUR 254 
Resource management 255 
Household division of labour 260 
SP ECTRUM OF RESPONSES:  G E N E RATI NG A MODEL OF 
COP I N G  STRATEG I ES 264 
Spectrum of responses 265 
The model 269 
The appl ication and l im itation 271 
CONCLUDING REMARKS 272 
NOTES 275 

CHAPTER NINE 

CONCLUSIONS 276 
SUMMARY OF KEY F IND INGS 276 
Structural changes and the urban informal sector 277 
The economics of street enterprises 279 
H uman development of pedagang kakilima 282 
Coping strategies adopted by street trader households 284 
REFLECTIONS AN D I MPLICATIONS 286 
CONCLUDING REMARKS 290 
NOTES 291 

APPENDICES 292 
I N FORMATION SHEET (Engl ish and Bahasa Indonesia) 292 
CONS E NT FORM (Engl ish and Bahasa I ndonesia) 298 
STANDARDISED QUESTIONNAI RES (Engl ish and Bahasa 
I ndonesia) 300 
FOCUSED I NTERVIEW PROTOCOL (English and Bahasa 
Indonesia) 314 
GUI DELI N E  FOR PRA METHODS (Engl ish only) 318 
CH ECKLISTS FOR DOCUMENT STUDY (Engl ish only) 322 
NOTES 323 

BIBLlOCiRAPHY 324 

Table of contents xi 



LIST OF FICURES 

F IGURE 2.1: Main features of the four perspectives on the informal 
sector and pOints of convergence and divergence 26 

F IGURE 2.2: The I LO defin ition of the informal sector 29 
F IGURE 2.3: The terminology of dual istic model according to 

different scholars 31 
F IGURE 3 . 1 : The modern isation versus the popular development 

paradigm 54 
F IGURE 3.2: Components and flows in a livel ihood 79 
F IGURE 4. 1 :  A summary of the triangulation method 95 
F IGURE 4.2 :  Research sites in Kotamadya Bandung 98 
F IGURE 4.3:  Sampling procedures 99 
F IGURE 4.4:  The process of data analysis 106 
F IGURE 5.1: The size of informal sector, Indonesia 1989-2000 160 
F IGURE 6 . 1 :  Dominant economic activities in  the research locations 177 
F IGURE 6.2: A sketch of one kampung in Cicadas 181 
F IGURE 6.3 :  A typology of pedagang kakilima 189 
F IGURE 6.4 :  Various types of products of pedagang kakilima 190 
F IGURE 7.1: Pedagang kakilima and income-poverty 224 
F IGURE 8.1: System of l ivelihoods of a sample household in  one 

kampung in Kecamatan Coblong 257 
F IGURE 8.2: Model of coping strategies of street trader  households 270 

List of figures xii 



LIST OF TABLES 

TABLE 5. 1 :  Features of h uman development, I ndonesia 1 980-1 994 1 39 
TABLE 5.2: I ndonesia's human development in  comparative 

perspective, 1 980s-1 990s 1 40 
TABLE 5.3:  Level of u rbanisation in Java and Indonesia, 1 980-1 998 1 49 
TABLE 5.4: Main reasons to migrate by place of o rig in ,  1 995 1 54 
TABLE 5.5: Changes in  employment by sector and employment 

status, Indonesia 1 986- 1 998 1 61 
TABLE 5.6: The size of i nformal sector by province, Indonesia 1 998 1 63 
TABLE 6. 1 :  Pedagang kakilima in Bandung 1 999 1 87 
TABLE 6.2: Demographic characteristics of pedagang kakilima, 

Bandung 1 999 1 94 
TABLE 7.1: H istory of business activities 205 
TABLE 7.2: Reasons of pedagang kakilima to participate in the 

street enterprise 208 
TABLE 7.3: Production process and employment f igures 209 
TABLE 7.4: Economic capital of pedagang kakilima 21 9 
TABLE 7.5: H uman capital of pedagang kakilima 226 
TABLE 7.6: Social capital of pedagang kakilima 230 

List of tables xiii 



LIST OF PLATES 

PLATE 1: Mal l ,  McDonalds and the urban informal sector in  
Bandung 108 

PLATE 2: Pedagang kakilima operating businesses on the 
pavement 108 

PLATE 3: Street food traders 109 
PLATE 4: Street grocery trader 109 
PLATE 5: Helping a mother doing business 110 
PLATE 6: My enterprise is "SMALL", but I always "SM I LE" 110 
PLATE 7: Street restaurant sel l ing "ethn ic" cuisine of Padang, West 

Sumatra 111 
PLATE 8: Taking advantage of pol itical change 111 
PLATE 9: Marketing tactic 112 
PLATE 10: Backward l inkage between informal and formal sectors 112 
PLATE 11: Examples of pedagang keliling 113 
PLATE 12: Face of a kampung in Cicadas 113 
PLATE 13: Enterprise and household 114 
PLATE 14: Enterprise and household 114 
PLATE 15: Enterprise and household 114 
PLATE 16: Two chi ldren and their  cousin are preparing food for sale 115 
PLATE 17: A workshop on "Regulating, Empowering, and G uiding 

Pedagang Kakilima i n  Kotamadya Bandung" 115 

List of plates xiv 



Angkot: 
Arisan : 
Bahasa I ndonesia: 
BAPPEDA: 

Becak: 
BMR:  
CBS: 

Desa: 

Dinas Tata Kota: 
GBH N :  

I N PRES: 

Jalan: 
Jeger: 
J impitan : 
Kabupaten :  
Kampung: 
Karang Taruna: 
Kecamatan : 
Kejar Paket AlB:  

CLOSSARY 

Angkutan Kota or Publ ic Transport ( l it . city pick-up) 
Rotary Saving Clubs 
Indonesian language 
Badan Perencanaan Pembangunan Daerah or 
Regional Development Planning Board (at provincial or 
district levels) 
Pedycab, tricycle, or trishaws 
Bandung Metropol itan Region 
Central Board of Statistics or Badan Pusat Statistik 
(BPS) 
Vi l lage or rural local ity, the lowest admin istrative unit in 
rural areas below the kecamatan (see kelurahan) 
City Planning Office at the district level 
Garis-Garis Besar Haluan Negara or Broad Gu idelines 
of State Policy 
I nstruksi Presiden or Presidential I nstruction , a 
programme of special grants from the central 
government 
Street 
I nformal watchmen or bodyguard 
Rotary saving c lubs using rice as saving 
District, administrative unit below the province 
Urban community or  neighbourhood 
Youth organisation 
Sub-district, admin istrative unit below the kabupaten 
Kelompok Belajar Paket AlB or Study Club of Package 
AlB, a nationwide i l l iteracy-eradication programme 

Kelompok Pengaj ian: Is lamic Religious Groups 
Kelurahan: Urban locality, the lowest admin istrative un it in  urban 

areas below the kecamatan (see desa) . 
KIP :  Kampung Improvement Programme 
Kota: City 
Kotamadya: Municipal ity 

Glossary xv 



LKM D:  

NGO: 
Ojeg: 
Pasar: 
Pedagang Asongan: 

Pedagang Kakil ima: 

Pedagang Kel i l ing:  

Pegadaian : 
PEMDA: 

Pertokoan: 

Petugas TIBUM: 
PKK: 

Pondok: 
Puskesmas: 

Repel ita: 

RT: 
Rupiah (Rp. ) :  
Siskaml ing :  

Susenas: 

Wi layah : 

Glossary 

Community Resi l ience Group, an advisory council of 
desa or kelurahan el ite 
Non-Government Organisation 
Motorbike taxi drivers 
Market 
Mobile hawkers who offer commodities to bus or car 
passengers with in the city ( l it . the "offering traders") 
Street traders or roadside vendors categorised as 
"static" or "semi-static" street vendors 
It inerant petty traders who offer commodities to 
neighbourh ood residence (l it. the "moving around" 
traders) 
Government-subsidised pawning agency 
Pemerintah Daerah or Local Government (at provincial 
or district levels) 
A private shopping area with small and medium-sized 
shops 
Petugas Ketertiban Umum or publ ic security officers 
Pendid ikan Kesejahteraan Keluarga or Family Welfare 
Organ iScition 
A commu nal lodging house 
Pusat Kesehatan Masyarakat or Community Health 
Centre 
Rencana Pembangunan Lima Tahun or Five-Year 
Development Plan 
Rukun Tetangga or Neighburhood Group 
I ndonesian currency (e.g.  NZ$1 = Rp. 4,000) 
Sistem Keamanan Lingkungan or E nvironment Security 
System 
Survei Sosio-Ekonomi Nasional or National Socio­
Economic Survey 
Region 

xvi 


