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I. EMPERICAL BACKGROUND 
 
 
 Since the economic crisis in mid 1997, Indonesia experienced other crises including the 

political crisis which then spreading into the governmental crisis. Since then, there are continuing 

demands for government reforms including the reform of local government for a deepening 

decentralisation. From this perspective, we can see that the demand for local government reform is 

more caused by the pressure from the bottom as the manifestation of democratic values due the 

widespread spirit of reformation. 
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 The government responded the demand by issuing two important laws namely; Law 22, 

1999 concerning the Local Government and Law 25, 1999 concerning The Central and Local 

Government Financial Balance. Those two Laws mark the radical shift of decentralisation policy 

from the domination of central government upon local government arrangement toward the 

provision of high discretion of local government in managing local affairs.  

 By empirical studies, this policy marks the swing of pendulum from the bureaucratic 

decentralisation to the political decentralisation. Actually, it is not a strange phenomenon in 

Indonesian decentralisation policy if we see it from historical perspective.  

 Since the Indonesian Independence in 1945, the issuance of various laws concerning the 

arrangement of Local Government such as Law 1, 1945, Law 22, 1948, Law 1, 1957, Law 18, 

1965, Law 5, 1974 and until the recent Law 22, 1992 has been marked by the swing either in favour 

of decentralisation or centralisation. It depends on the political situation in the national arena. If we 

use the pendulum theory as a tool to analyze this situation, there is a restlessness swing of the 

pendulum from decentralisation to centralisation and vice versa. 

 The question is, whether the Indonesian can learn from the relatively long experience of 

decentralisation and what we should do and how should we react to anticipate the demand for 

decentralisation reform in the country without disrupting the spirit of reformation and avoiding 

ourselves not to be trapped in the euphoria of autonomy which might be counter-productive to the 

spirit of the reform itself.  

 
 
II. HISTORICAL PERSPECTIVE OF DECENTRALISATION POLICY 
 
 The argument of exploring the historical background of decentralisation policy is based on 
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the need to trace back the reform has been conducted to local government. From the historical point 

of view, we will know what is the reason of any reform conducted, why it happened and what 

lesson can be learnt. 

 The creation of local government in Indonesia was initiated by the Dutch in the beginning 

of the century through the Decentralisation Act, 1903. The Act was intended to create a kind of 

elected council to balance the deconcentration principle adopted at the time. Some reforms were 

taken through the Act 1922 to give more autonomy to local government by involving prominent 

native figures in the local Council.   

 Dutch colonialism in Indonesia was replaced by the Japanese occupation from 1942 to 

1945. The administration was carried out through military command. The Japanese military 

administration, to a large extent, continued the local government system inherited from the Dutch. 

Units of local government were administered under the system of deconcentration, and all political 

activities were prohibited. Japanese administration ended when they lost the war and surrendered to 

the allied forces, and Indonesia proclaimed its independence on August 17, 1945. 

 The salient feature of local government after the independence was conflict between 

emphasis on decentralisation or deconcentration, marked by the passing of different local 

government laws. Each law issued reflects a change in the local government system and is closely 

related to political change at the national level. Basically, there have been five main local 

government laws and one Presidential Edict since independence each of which gives a different 

nature to the system. Those laws were Law 1/1945, Law 22/1948, Law 1/1957, Presidential Edict 

6/1959, Law 18/1965, Law 5/1974 and Law 22/1999 at present. 

 If Law 1/1945 wanted to give more emphasis to deconcentration, Law 22/1948 showed the 
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swing toward decentralisation. The central focus of the swing was the crucial role assigned to the 

Kepala Daerah (Head of the Region). There is always a dual role assigned to the Kepala Daerah; as 

local representative and as a central agent. Under Law 1/1957, the swing toward decentralisation 

was marked by obliging the Kepala Daerah to be accountable only to the DPRD (Local Council). 

The reversed swing occurred during the Presidential Edict 6/1959 which favoured deconcentration; 

under this Edict, the local power rested mainly in the hand of the Kepala Daerah, appointed by the 

centre mainly from the Pamong Praja (civil servant).  

 The Law 18/1965 marked the swing back toward decentralisation as the reflection of the 

domination of political parties in the national power. The Kepala Daerah was allowed to hold party 

membership. The autonomy was broadly given to the region and deconcentration was regarded as a 

supplement. There was a demand to create a third tier autonomous region based on Kecamatan 

(sub-district) through which parties expected to gain massive political support from the grass-roots. 

The failed coup attempt by the Communist Party (PKI) in 1965 ended the domination of parties and 

became the starting point of bureaucratic and armed forces' domination. The issuance of Law 

5/1974 marked the dominant role of the centre over the local government. In mid 1997 Indonesia 

fell into the economic crisis, which then followed by the political crisis and finally became the 

multi-dimensional crisis. The issuance of Law 22/1999 marked the swing of the pendulum in 

favour of the decentralisation.  

 Two main points summarize Indonesian local government from the historical point of view. 

First, before independence, the basis of modern local government was laid down by the Dutch, 

although its character represented deconcentration rather than decentralisation. Subsequently, 

elected councils were introduced with members who usually came from local figures and well-
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educated persons, but the head of region was still appointed by the Dutch; the Dutch were trying to 

promote efficiency rather than pursuing political objectives. The Japanese military command who 

replaced the Dutch, in general, did not make any important change to the inherited system.  

 Second, after independence, political objectives were pursued rather than administrative 

efficiency whilst the system used, to a large extent, continued that of the Dutch. In fact, most 

positions were held by officials who did not have sufficient experience due to limited careers before 

independence. Lack of professionalism but strong political ideals resulted in inefficiency in the 

local administration. Kuntjaraningrat, an Indonesian prominent anthropologist, said that there was a 

'short-cut' attitude among Indonesian officials after the independence war. This character was 

inherited from the Japanese occupation when many high-ranking positions previously held by 

Dutch officials were taken over by Indonesians without sufficient experience and professionalism. 

This character appears again during Sukarno's era that enabled inexperienced officials to jump to 

upper echelons (Kuntjaraningrat, 1987). These officials tried to make changes in the system by 

inserting democratic ideals, but the results were quite often disappointing at either national or local 

levels.  

 The critical issue since independence has been how the central government exercises its 

control over the locality. Both law 22/1948 and law 1/1957 seek to avoid dualism in the local 

government: between the DPRD (Local Representative) and the DPD (Local Executive Board) on 

one side, and the Kepala Daerah on the other side. Both laws required that local government should 

be in the hands of the DPRD and the DPD, and the Kepala Daerah should not hold the position of 

central representative in the locality. However in most cases, central government assigned the 

Kepala Daerah to be its central agent in locality. The Kepala Daerah was often placed in a dilemma. 
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He had to divide his loyalty between two different bodies: the central government and the local 

government. To win his loyalty, the central government often interfered in the appointment of the 

Kepala Daerah under the justification that he was also the central agent. The stronger bargaining 

power of the central government forced the Kepala Daerah to give more loyalty to the centre. 

 After the 1955 election, there was overt and rising political unrest, territorial disintegration, 

and civil war. From the regional point of view, according to Liddle, there was a widespread feeling 

of dissatisfaction during the parliamentary period. Jakarta was far away, and the centre was 

unwilling to devolve much fiscal or decision making power on the regions. Civil servants from Java 

held many high positions on other islands. Government economic policies both directly or 

indirectly tended to subsidise the importers in Java at the expense of the exporters in the outer 

islands, particularly Sumatra and Sulawesi. Increasingly, during the 1950s these complaints were 

taken up by regional military officers who shared the perspective of their local civilian counterparts 

toward the centre and often had grievances of their own, related to the declining welfare of their 

troops. Having participated in the revolution, many of these officers also felt that they deserved a 

role, given parliamentary incompetence in the governmental policies (Liddle in Jackson, 1980). 

 In this situation, any proposal for political restructuring could find enthusiastic support. 

Sukarno established the Functional Group in February 1957 as an alternative to parties (the terms 

Functional Group appears to be a new terminology for a statement of his collectivism ideal that 

called for a guided democracy). The Functional Group would consist of various representatives 

such as the armed forces, farmers, religious groups, and professionals that stood above ethnic, 

religious, and ideological cleavages. In an atmosphere of great tension and with the back-up of the 

army, on July 5, 1959, Sukarno abolished the Parliament and readopted the 1945 Constitution 
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through a Presidential Decree. The era of guided democracy had officially begun. At the most basic 

level, guided democracy became a set of relationships among three powerful forces, Sukarno as the 

President, the army, and the communists or PKI. There were strong rivalries between the army and 

the PKI, and Sukarno acted as the mediator (Reeve, 1985). 

 During guided democracy, Sukarno tried to be the patron of the conflicting forces. All 

political parties and social forces behaved as clients, each trying to show its strong loyalty to 

Sukarno. The problem of such a patron-client relationship was, how far Sukarno as the patron could 

keep the balance of relations among these conflicting forces. 

 Sukarno had achieved his ideal of creating a strong leadership but on the other hand was 

faced with the problem of rivalry among all forces that surrounded him, and each party tried to be 

the most loyal and closest client to him. The climax of this rivalry erupted on 30 September 1965, 

when PKI launched a coup attempt. As a result PKI was dissolved. On March 11, 1966, Sukarno 

handed over the national leadership to Suharto marking the beginning of the 'New Order'.  

 The Functional Group led by the army and the civil bureaucracy started to have a grip on 

political power. In the general election held on July 3, 1971, the Functional Group (Golkar) 

obtained 62.8% of the votes, giving them 236 out of 360 elected seats in the DPR (Parliament). In 

addition, 100 seats were filled by members appointed by the government. Meanwhile parties such 

as NU gained 18.7%, PNI gained 6.9%, and Parmusi gained 5.4%. Political power swung from the 

parties to Golkar. Golkar, supported mainly by the army and the civil bureaucracy, held the majority 

in the parliament at the time. 

 Since the election campaign, the way in which the 'new order' government was conducted 

by Golkar has been seen as characteristic of the new regime: the deployment of the resources of the 
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Department of Home Affairs and the armed forces to ensure support for the government, the 

incorporation of all civil servants including the personnel of state enterprises into 'KORPRI' (the 

Civil Servant Corps), the institution of hierarchic, stratified, and centralised rule. All these efforts 

enabled Golkar to grow into a strong political power in a relatively short time (Reeve, 1985). 

 Another blow suffered by the parties was the policy of reducing their numbers. In January 

1973, the parties were grouped into two: first, the Indonesian Democratic Party (PDI) intended to 

accommodate the nationalist, (PNI in particular) and Christian groups; second, the Development 

Unity Party (PPP) to accommodate all Islamic opinion. Since then, there have been only three 

political powers in Indonesia, Golkar, PDI, and PPP, and only these were allowed to contest the 

1977 election. 

 Supplementing the blow to the parties was the policy of the 'floating mass' (almost similar 

to the silent majority in the western countries), by which neither parties nor Golkar are allowed to 

have branches below the level of the Kabupaten (Second tier local government), leaving the rural 

masses to float undisturbed by political conflicts between elections. The idea is to protect villages 

from any political interest or conflict to maintain them as the basis of uninterrupted development. 

 Golkar has won five more elections in 1977, 1982, 1987, 1992 and 1997, while the two 

parties, PPP and PDI, have been racked by internal conflicts. The main reason for conflicts within 

the parties is the different interests among the groups that they contain. For instance, the PPP, the 

potentially strongest opposition to Golkar, consists of several Islamic streams whose political ideals 

are different one to another. There is also continuing pressure from the government on all parties 

and social organisations to adopt 'Pancasila' as the sole ideology. This situation is almost parallel to 

the concept of a poly-communal society in Riggs. He says that in a prismatic society there is usually 
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a poly-communal society that is poly-normative. In the condition of poly-normativism, it will be 

very difficult for the government to create a myth, the ideology of the state, due to various norms 

existing in the society (Riggs, 1964). 

 The predominance of political power held by Golkar has resulted in no real opposition at 

almost any level of popular representation either at the centre (DPR) or in the regions (DPRD). 

Even if there were a coalition between PPP and PDI, their total power in the parliament cannot 

match the power of Golkar. Golkar uses the issue of development as its political doctrine. There is 

almost no rival to this issue from parties, and they adopt this doctrine or at least the parties are 

influenced by the development doctrine of Golkar. Eventually Golkar and the parties share similar 

political attitudes. This condition may lead to a monolithic political system (Dhakidae, 1988).  

 Jackson argues that since parliamentary democracy ended through the declaration of the 

Presidential Decree in 1959, the basic form of government has not changed fundamentally. The 

principal actors and policy emphasis have altered, but power since the 1970s is more concentrated 

than ever before in the hands of the President. Indonesia remains a bureaucratic polity; a political 

system in which power and participation in national decisions are limited almost entirely to 

employees of the state, particularly the officer corps, and the highest level of the bureaucracy, 

including especially the highly trained specialists known as technocrats (Jackson, 1980).  

 The concept of a bureaucratic polity implies that the decision making process is insulated 

from social and political forces outside the highest elite echelons in the capital city. In practice, this 

insulation, to a large extent, also occurs in the localities. A bureaucratic polity is a form of 

government in which there is no regular participation of the people. Participation is confined to 

implementing rather than deciding policies. 
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 Such a situation of strong bureaucracy compounded with weak political opposition tends to 

result in weak social control. Within the system there is no one to supervise the bureaucracy and 

keep it efficient, effective, and accountable. In countries with a strong opposition, the opposition 

parties are constantly examining the bureaucracy's performance at all levels and criticizing it in 

Parliament and local council meetings.  

 The widespread maladministration occurred in the country is assumed that this is related to 

the impact of diminishing political participation and the increasingly decisive role of the 

bureaucracy. At the time of decreasing revenues, two side pressures will be faced by the 

government; the pressure from people to maintain the pace of development through the rapid 

proliferation of services, and the pressure from the bureaucracy itself to keep the bureaucrats 

satisfied.  

 
 
III. THE IMPLEMENTATION OF REGIONAL AUTONOMY; PROBLEMS AND 

SOLUTIONS 
 
 
 It is difficult to find a satisfying and holistic answer upon the question; how is the regional 

autonomy implemented? From the legalistic point of view the government has issued many 

regulations to accelerate the implementation of the wide autonomy. Although regulations have been 

issued, the question is, whether these regulations are sufficient to enable the local government to 

carry out its functions satisfactorily. Many complaints have been conveyed that the central 

government and particularly the Ministry of Home Affairs has not fast enough to produce the 

further regulations to speed up the implementation of the autonomy. How many regulations are 

actually needed to facilitate the implementation of the so-called "wide autonomy". 
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 From those various questions we can assess the situation that the implementation of the 

autonomy in Indonesia, according to public opinion, is not fast enough due to the insufficiency of 

government regulations. Whether this accusation is really true, or reversely, maybe there are other 

reasons for the slow action in implementing the autonomy. To give a balance argument of the 

situation, it is better we assess the problem from academic point of view. 

 When we want to conduct local government reform, first of all we should understand what 

elements the local government consist of and how is each element being implemented under the 

Law 22/1999 and what is the progress. Basically, the local government consists of six elements, 

namely: 

 
1. Function; what kind of functions or authorities should be owned by the local government, 

whether those functions fit in to the local condition and in line to the necessity of the local 
people. 

 
2. Institution; whether the local government has established the institutions to accommodate 

its functions accordingly. Whether they have applied a rationale approach in establishing the 
institution through the principle of "slim in structure and rich in function". 

 
3. Personnel; whether the local government has repositioned its personnel to enable it to have 

personnel in the right qualification in the local government organisation structure. 
 
4. Finance; whether the local government has equipped with sufficient finance to enable it to 

carry out its function. 
 
5. Representation; as a locally elected body, whether the local government has a sound local 

representative (legislative body) to enable them to articulate the interest of the local 
electorates and to implement check and balance in their relation with the executive (the 
Head of Region). 

 
6. Services; the end product of local government is services in the form of the provision of 

public goods and regulations. Whether the local government has produced services 
according the need and the interest of the local people. 

  
 Last but not least is the issue of supervision, control, monitoring and evaluation and 
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facilitation should be done by the central government to support the local government to carry out 

its new responsibilities under the corridor of Law 22/1999. In the time of transition the role of 

central government is very important in promoting the capacity of local government to be more 

independent to run its affairs without intervening which may cause the patronation or cooptation as 

implemented in the past. 

 The question related to those six elements within the local government and the seventh 

element supposed done by the centre is, whether the central government has issued sufficient 

regulatory framework to enable the local government with its six elements to work. To answer the 

question, we should review what kind of regulations are issued by the government so far, and then, 

whether those regulations have fulfilled the minimum requirement to enable the local government 

to produce services as its main mission. 

 As far as the function of local government is concerned, Law 22, 1999 has clearly stipulated 

the adoption of general competence (wide autonomy) principle instead of ultra vires (limited 

autonomy) principle in granting the autonomy to local government. By general competence 

principle means that the local government can do whatever functions except those belong to the 

central government. 

 According to article 7 Law 22, 1999 the functions of Foreign Affairs, Defence, Fiscal and 

Monetary, Justice, and Religion plus strategic function with national externalities are still in the 

hand of the central government. Apart from those central functions, the local government may 

choose the rest of functions as far as they fit in to the local necessity. To avoid the confusion 

between function of District or City with function of Province, the government has issued 

Government Regulation (PP) 25, 2000. 
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 From these two regulations (Law 22, 1999 and PP 25, 2000) it is clear that the function of 

Central Government will be more in making the norms, standards, monitoring and evaluation, and 

control. Meanwhile the role of Provincial government, apart from running its regional autonomous 

functions, is to perform its role as central agent to supervise and facilitate Districts and Cities within 

their jurisdiction in running their autonomy. The Province as the central representative should play 

the role as supervisor and enabler to enable the District and City carry out their functions 

satisfactorily according to standard and norms set by the Centre. 

 The District and City Government as the front line of the whole governmental structure 

have the role in delivery services (goods and regulations) according to the standard and norms. 

Their closeness to the people becomes the main argument why most of the authority to deliver 

services is granted to the District or City. On the other hand their close position to the people (grass-

roots) will enhance the accountability and effectivity in the service provision. 

 Supposing if these three tiers of government play their roles accordingly, there would not be 

problems in implementing the decentralisation policy, because every tier understands the position 

and role in the whole structure. The problem is that it is very rare happened every tier of 

government relate function (authority or power) with the services.  

 Actually services should be linked with the accountability in delivering those services. 

Logically, the closer the service provider to the people, the more effective and accountable it would 

be to the people. Consequently, the District and City will be the most suitable layer of government, 

which could give a quick respond to services, which need local accountability. 

 From the local government (bottom) point of view, the situation varies from region to 

region. Some confusion happens when deals with the authority upon resources either natural 
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resources or artificial resources available within the jurisdiction of local government. Law 22/1999 

stipulates that the District/City level has the authority upon those resources, whereas the sectoral 

law (such as mining law, forestry law etc) also mentioned that the authority upon those resources 

rest on central government. Disputes happen on forest, mining, seaport, airport, and many other 

things since the local government thinks that they have the authority over those areas as the 

consequence of the wide autonomy principle. This attitude happens due to the very limited 

autonomy in the past. When the very wide autonomy is granted, local people thought that they have 

the right to claim whatever is available in the locality. 

 The reversed attitude also occurred in the centre (top layer). For the last three decades the 

central government enjoyed a wide range of power in dealing with local affairs. Suddenly, almost 

most of those powers should be transferred to the local authority. The central official might think 

that they may lose all privilege they enjoyed so far. That is the reason, for one reason or another 

there is a great reluctance of handling over the power to the local authority. The case of National 

Land Agency (BPN) and Ministry of Forestry, Ministry of Mining, Coordinating Board of 

Investment, Ministry of Manpower, State Own Enterprise, becomes the very clear example of the 

phenomenon. 

 From this situation we know, the problem is not merely from the lack of regulation. The 

problem is more driven by the inability to understand and to use the existing regulation for each 

layer of government to play its role. Of course, there is a need for detail or operational regulations 

when it comes into a technical services such as in handling investment. What role should be played 

by the centre, the Province and the District/City in investment arrangement? Whether the centre is 

still to play the role in making the standard, norms, the Province in running the supervision and the 
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District/City in the implementation. It needs to be formulated since in the past almost all investment 

arrangement was handled by the centre. 

 From the above analyses we can conclude that the delivery of basic services by the District 

and City is not necessarily become a problem since the role of each layer of government is already 

clearly specified. The problem is more caused by the inability of each layer to understand its role or 

it could be due to the lack of willingness to share authority, which is previously, belongs to the 

upper layers. 

 To overcome the situation, there is a high need to promote the mutual understanding among 

layers of government about the on going reform which has been conducted and the support should 

be given to succeed the reform without blaming each other. The Government has issued 

Presidential Decree 157 Year 2000 to establish the Inter-Ministerial Committee to accelerate the 

implementation of the autonomy. All problems arisen in the implementation of decentralisation 

policies will be solved proportionally by the Committee. From time to time it seems that there is a 

great difficulty in making the same perception among layers of government. There are three 

constraints faced in making the similar perception on autonomy namely: 

 
1. Different perception among central government ministries or agencies particularly between 

Ministry of Home Affairs and Sectoral/Line Ministries. 
 
2. Different perception between central ministries with local governments. 
 
3. Different perception among local governments themselves, particularly between the 

Province and the District or City. 
 
 In the past as all matters are settled down by the centre without any significant opposition 

from the local government, it seems that on the surface there is no problem. But under the 
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reformation where each local government may speak freely, all those latent problems emerge and 

express publicly and need to be solved proportionally. 

 So far the perception of wide autonomy is more related to the authority owned by the local 

government to run its functions independently with less intervention from the centre. To enable 

them to run its functions satisfactorily they should have sufficient sources of revenues. In the past, 

under the support of predominantly specific grant called "Inpres" they merely act as the 

implementer of the central programmes without sufficient discretionary power. They have the 

discretion to use their own money. The wide autonomy, under Law 22/1999, gives them the idea 

that they should raise as much revenue as possible from the high authority granted to them.   

 When the authority is more related to the power to raise revenue, it becomes the source of 

conflict among layers of government. Each layer tries to use any possible argument to maintain the 

authority on its hand. Some local government even refused the responsibility to handle mental 

hospitals as they thought they would spend more money than raising income from those hospital. 

Local governments prefer to have authority upon things which may generate revenues either 

through the issuance of licenses or direct charges and taxes such as forest, sea, harbour, airport, 

mines etc. 

 The essence of authority to generate welfare through he provision of services seems to be 

neglected. The idea is how to have income without clearly link it to services. If this kind of attitude 

is still maintained, it is no wonder the conflict of interest will be perpetuated. It is an urgent need to 

change the perception of autonomy from the authority to raise revenues to the authority to deliver 

services.  

 In terms of local government structure, the government has issued the Government 
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Regulation 84, Year 2000, which gives guidance to local government in establishing its 

organisation. There are two different attitudes among local governments in formulating the 

organisation structure. First is the local government with prudential attitude, which tend to adopt 

the slim structure. Second is the local government with extravagant attitudes, which tend to adopt 

big structure copying the old paradigm to accommodate the bureaucracy. As far as structure is 

concern there are dilemmas faced by the local government, namely: 

 
1. The PP 84/2000 facilitates the increase of echelon in local government structure. 

Consequently, the increase of echelon increases the allowance and also the salary due to the 
increase of rank. It has caused the bigger financial burden to the local budget. On the other 
hand the increase of echelon increases the facilities, which also affects the budget. 

 
2. There was also the increase of salary for the whole public servants. The salary increase has 

also caused the burden to the local budget, which did not increase proportionally at the time. 
 
The combination of those pressures has caused the stress to the local budget. As the result, the local 

budget is more allocated to fund the local apparatus than for services. In many local governments 

almost 70% to 80% of the budgets are for the salary. This condition also push the local government 

to use any authority they have to raise revenues to add the local budget which in some cases may 

cause high cost economy due to overlap charges and taxes applied. 

 In terms of local government personnel, there is an intensive consultation between the 

central government and the local government particularly in responding the changing of status and 

deployment of the central officials employed in the locality due to the merger of Field Offices 

(Kanwil, Kandep) into the Local Offices (Dinas). By the end of March 2001, almost 2,3 million 

central personnel have been transferred to the local authority. 

 The salient problem in personnel is the authority on handling the local government 
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personnel policy. Whether the policy rest on the centre or on the local government. Article 76 Law 

22/1999 clearly mentions that the power to manage local personnel rest on the hand of the local 

government. But Law 43/1999 concerning "The Basic Law on Personnel" stipulates that the 

authority in managing (Pembinaan) personnel lies on the hand of central government. These two 

conflicting Laws have caused uncertainty on who is responsible in managing local personnel. 

 The reality is that the local government personnel is managed by the local government. 

Since their salary included in the block grant (DAU) allocated to the local government, it has 

caused the inability of the personnel to be transferred to the other local government. The tendency is 

that the personnel become very "fragile" in terms of security of tenure. Though they are required to 

be "non party alliance" but in practice they cannot avoid the influence from local political elites 

either in the executive or legislative branches. They tend to play "safe" by allying themselves to the 

local elites. 

 It seems that there is a need to find a balance between the Central Government and the local 

government in managing the local personnel. It is impossible to devolve the power to manage the 

local personnel entirely to the local government while the local governments rely the salary and 

pension of their personnel wholly on the centre. Furthermore, the availability of skilled personnel 

are not evenly distributed throughout the country. The role of central government is still needed to 

guarantee the distribution, pay the salary and pension, maintaining the standard and making the tour 

of area possible.  

 In country like Indonesia, the role of personnel is still regarded as a glue to bind the national 

unity. The role of the centre in managing strategic personnel is needed to avoid the spirit of narrow 

regionalism by giving privilege "native people or Putera Daerah" to hold strategic positions 
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regardless of professionalism. If it is maintained, it will jeopardize the unity of the country. But the 

local government should also be granted the power to refuse if they think the assigned officers do 

not fit in to the local condition, which may cause local rejection. A kind of "check and balance" 

between the centre and periphery should be applied in such kind of relations.  

 In terms of local government finance, the government has issued Law 25, 1999 as the basic 

arrangement of central local financial relations and then followed by Government Regulation 105, 

2000 concerning the Management Local Government Finance. There is also the issuance of Law 

34, 2000 concerning The Local Government Tax and Charge. Under the new law, the local 

government is allowed to levy new charges based on Local Government Regulation (Perda). In the 

past local government must have approval from the Centre to levy new charges. There will be a 

preventive control from the Centre if the Government finds that the proposed charges cannot fulfill 

the criteria set by the Law. Under Law 34/2000, the preventive control is replaced by the repressive 

control. When the local government issues Local Regulation to levy new charge, then it is directly 

comes into effect. Under the term of repressive control, the cancellation of the Local Regulation is 

done when the centre finds later on that the Local Regulation does not fulfill the criteria set by the 

Law 34/2000. 

 The salient problem in finance is about the changing of previously specific grants called 

Inpres (to support development funding) and the SDO (to support the recurrent expenses) into a 

block grant called DAU, which can be used as will by the local government. The problem arisen 

when some local governments found that the amount of the DAU was not sufficient to cover the 

salary of personnel, let alone for funding the development. The central government is then 

preparing the Contingency Fund to cover such deficit. The question is whether the local 
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government, with high discretion provided by the law, could allocate their increasing budget for the 

benefit of the people. The fact shows that most of the local budget, almost 70% to 80%, is used to 

salary the local apparatus. 

 The other problem is on the compliance of local government. The government has issued 

Government Regulation 109/2000 and Government Regulation 110/2000, each regulates the ceiling 

of spending of the Head of Region and the DPRD (Local Council) respectively. Almost none of the 

local government complies on these regulations. They tend to spend above the ceiling under the 

argument that the wide autonomy means they could spend their money with full discretion. 

Consequently the spending on the local executive and local council has absorbed the high portion of 

the budget. It has increased significantly the cost of local apparatus and decrease the budget for 

public services. Since there is no clear penalty stipulated in these Government Regulations, the 

central government cannot take any significant measures to stop the maladministration.  

 In terms of Representation, apart from stipulated in Law 22, 1999, the government has 

issued Government Regulation 1, 2001 concerning the Order of Local People Representative and 

Government Regulation 110 concerning the Budget for DPRD. By using these three regulations, the 

DPRD as the local legislature may improve their performance in running the local government 

together with the Head of Region. 

 The problem arisen is that under Law 22/1999, the Local Representative (DPRD) as the 

Legislative Body is the equal partner to the Mayor or Regent as the Executive. In the past such 

equality is never granted since most of the councilors are sub-ordinated one way or another to the 

Local Executive. But on the other side, such equality also triggers the euphoria of the DPRD to 

have everything equals to the Executive such as budget allocation, facilities etc. Instead of 
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concentrating their energy to design better services to the electorates, they are busy in making 

arguments with the executive causing tension among them. 

 There is also no clear mechanism to demand the accountability of the councilor. Since there 

is no "recall" mechanism, the councilor does not have any clear accountability either to their 

political party or to the people. In some cases, the councilors were dismissed by their party but it 

does not necessarily mean that they can be recalled by the party, though under the proportional 

election system, they are proposed by the party elites as representatives of the party in the council. 

Neither the party nor people can recall them once they have been appointed as councilors. 

 The supervision, monitoring and evaluation as well as facilitation are not done in systematic 

ways by the centre. A systematic monitoring and evaluation is being developed by the centre. The 

Governor who is expected to represent the centre to conduct those central activities does not play 

his role satisfactorily. The reason is that the Bupati or Mayor may regard that there is no relations 

between them with the Governor as the Article 4 Law 22/1999 clearly mentions that there is no 

hierarchy between the Province and the District or City as autonomous regions. The Bupati/Mayor 

thought that they are now free from the control of the Governor. Reversely, the Governor thought 

they do not have clear legal basis to control the Bupati/Mayor. 

 Actually, the Governor has a dual role; as Head of autonomous Provincial Government and 

as the central representative in the region. As the head of autonomous region the Governor does not 

have commanding power to the Bupati/Mayor. But as the central representative, the Governor 

clearly has the power of the centre to supervise and to facilitate the District and City government to 

carry out their functions satisfactorily. The Government has issued Government Regulation (PP) 20 

year 2001 to clearly assign and to empower the Governor to run his functions as central 
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representative in the locality to supervise the local government.  

IV. CONCLUSION 

 
 The government actually has issued sufficient regulations to enable the local government to 

carry out its functions to produce services to the people. If the autonomy is more seen as the power 

without linking it to the services, it will need very many regulations since each power of 

government needs to be clarified into three layers of governments; the centre, the Province and the 

District or City. But if the authority devolved is seen more as the authority to deliver services, the 

arrangement is much simpler. There are three parameters can be used to distribute the authority to 

render services namely, externalities, accountability and efficiency. Under these three parameters 

the authority to render services can be distributed proportionally among those three layers of 

government. 

 From the six main elements, which build up the local government as a whole, the 

government at least has issued regulation, which enables each element to work. Of course, detail 

regulations are still needed but the existing regulations have been more than enough to provide 

legal basis to local government to work in producing the minimum required services. 

 If there is still a delay in delivering services, it is more caused by inability of the local 

government to use the existing regulation to carry out its role. In this case, it is very important to 

support every tier of government to understand the new role due to the reform conducted in public 

sector. 

 The activity to empower the local government to improve its capacity in carrying out its 

functions become a necessity. There is a high need to improve the capacity of local government 
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official in arranging and managing local government functions, institutions, personnel, finance, 

representation and the ability to deliver services. The improvement of those capacities should 

become the main agenda in promoting decentralisation reform in Indonesia at the time.    

 The decentralisation reform becomes one of the main national agenda set by the MPR as the 

representation of the whole Indonesian. It is the duty and obligation of all public institutions to 

succeed it. Therefore there should be a willingness of the whole stake-holders (public and 

community) to work hand in hand to participate in succeeding the decentralisation reform.  

 Furthermore, the succeed to implement the wide autonomy also lies on the supporting role 

played by the centre. The centre should supervise, facilitate and intensify the monitoring and the 

evaluation upon the implementation of the regional autonomy. In the time of transition, it is easy to 

make mistakes but it does not necessarily mean to cancel the spirit of autonomy. 

 During the implementation, there are at least three categories of problems faced by the 

government to succeed the autonomy. First, problems caused by the regulations either they overlap 

or conflicting particularly  between the regulations on autonomy and those of sectoral ministries. It 

should be solved to create legal certainty. The revision in this case is inevitable. The problem is 

when the revision should be conducted. The revision should not cause demoralisation of the local 

government in their high spirit to run the regional autonomy. Second, problems caused by mis-

perception. It can be solved by intensive consultation and socialisation. Third, problems caused by 

"the excess" either because of mis-perception or on purpose. It can be solved through intensive 

supervision and socialisation. 

 It is the duty of the government to identify problems during the implementation of the 

regional autonomy under Law 22/1999 and Law 25/1999. Problems can be identified if the 
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monitoring has been done accordingly. Based on the data and fact collected, the government can 

evaluate them and classify problems into those three categories and find the best solution. 
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