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Abstract

_ After more than three decades under a centrahzed
national government, Indonesia decided to unplernent a new
policy of regional autonomy that became effective on January
1%, 2001. ‘This paper examines both the preparations for and
the initial implementation of autonomy in the regions, as well
as some of the challenges which have emetged during imple-
mentation. The papet is based on research conducted in
fourteen districts across eleven provinces over to the last two
years. This presentation has two areas of focus: first, the
internal processes used by local governments to manage their
new powers and responsibilities; and second, the extent to

~ which the process of creating public policies under regional
autonomy for the regions reflects the spirit of transpatency,
good governance and democracy.

Law No. 22, 1999 on Local Government has devolved
central government authorities to local governments in all
government administrative sectors, except for secutity and
defense, foreign poliéy, monetary and fiscal matters, justice,
and religious affairs. Consequently, local governments have
had to teform their internal structures to accommodate the
huge increase in responsibility that has been passed on from
the' central government. A significant part of this process
includes placing a large number of central government
employees under the regional governments and increasing
their financial capacity to implement regional autonomy. The
absence of a detailed plan for the transition process and the
lack of supporting regulations to clarify the procedutes which
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need to be undertaken, have hampered this sweeping devolu-
tion of authorities. The change in government administration
must also’ deal with a lack of initiativé and support from
government ernployees for the policy. Many of the govern-
ment employees who are now implementing regional auton-
© omy are accustomed to being the unplementers of centralized
government policies. In addition, the previous government
was characterized by its practlces of corruption, co]lusmn and
nepotism. :
The main objectives of regional autonomy ate .to
ptomote better delivery of governiment services and to raise
.the level of local government accountability. Thetefore, the
focus of this discussion covers both the impact of regional
- autonomy on local governments, as well as the impact of this
policy on the performance of local governments in delivering
services. Assuming that local governments are more familiar
with the needs of their communities than the central govern-
ment, we expect local governments to be able to creaté more
suitable public policies.”

Ultimately, regional autoniomy is not simply 2 matter of
regulating the relationships between the vatious level of
government. Rather, it is about regulating the relationship
between the government and the people. However, this is still
difficuit to achieve in the regions, because almost all local
interest groups, including political parties, remain weak and
poorly organized, because they have been almost completely

left out of the political decision-making process over the last

three decades. Without strong civil society institutions, it will
be difficuit to achieve practices of good governance.
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1.1. Introduction

Lo st e

L

Throughout the 30-year term of President Subarto,
Indonesia's system of government became increasingly -
centralized and autocratic. Indeed, these two features of
government reinforced each other and tended to ignote the
needs of regions and people. Since President Suharto stepped
down in May 1998, Indonesia has experienced a dramatic push
towards democracy. Charactetized by a free election, freedom
of the press, and nation-wide calls for reformrasi, this democrati-
zation process has also given tise to regional demands for the
central government to decentralize its authorities and func-

-tions.

Although decentralization also has. the potential to
create unrest in the short term, the demands from the regions
for greater autonomy are now simply too strong to be ignored.
In the long term decentralization has the potential to stabilize
political, economic and social conditions in Indonesia.What is
needed, however, is a realistic schédule for the implementation
of decentralization that balances regional demands for auton-
omy with the capacity of regional governments to catry out
their new functions.

The new policy of decentralization and regional auton-
omy is outlined in Law No. 22, 1999 concerning "Local
Government"! and Law No. 25, 1999 concerning "The Fiscal

!*This is Indonesia's seventh law on local government. Before independence the
Dutch administration passed two regulations concerning decentralization. Since
independence, there have been six main laws on local goverament, namely Law No.
1,1945, Law No. 22, 1948, Law No. 1, 1957, President Edict No. 6, 1959, Law No.
18,1965, and Law No. 5,1974 (Pamudji, 1990; Suwandi, 2001).

SV
Syoikba Usman . Iniroduction




Regional Autonomy in Indonesia:
Field Experiences and Emerging Challenges

Balance Between the Central Government and the Regions."”
Both these laws are based on five principles::

1) democracy, 2} community participation and empowerment,
3) equity and justice, 4) recognition of the potential and
diversity within regions and 5) the need to strengthen local

legislatures. These five principles support Indonesia's push for -

réformasy, which continues to aim to eradicate the practices of
corruption, collusion, and nepotism (known as KKN), within

‘the government bureaucracy.

One of the specific reasons behind the policy of decen-
tralization and regional autonomy is that a centralized govern-

ment’ system cannot possibly administer Indonesia's latge

populatlon of over 203 million (BPS, 2001) and its diverse
socio-cultural and religious background. Strong, competent
regional governments and greater autonomy are fundamental
requirement for a country as diverse as Indonesia. The main
aim of decentralization and regional autonommy is to bring the
governments closer to their constituents so that government
services can be delivered more effectively and efficiently. ‘This
is based on the assumption that district and municipal govern-
ments have a better understanding of the needs and aspirations
of their communities than the central government. Although
there is considerable potential for district and municipal

“governments to be mote responsive to community aspirations,

before that can occur political parties and civil society groups
in the regions need to be strengthened to ensure that the
processes of good government can be propetly established.
Politically, it can be said that the essence of regional
autonomy is to return the 'dignity’ of the regions, which until
now has been overrun by the central government. From this
perspective, it would appear that regional autonomy, which was
formulated based on the paradigm of pluralism, can be
described as part of an effort to redeem the country. The

autonomy given to the regions will encourage and strengthen

B
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national integration. A patadigm of this nature cannot be
deduced only from one theory of national integration, but
needs to be inducted from empirical evidence of countries
which have undergone decentralization as a result of excessive
control under a centralized government, as well as the expert-
ence of several counttics which have remained integrated
under an autonomous system or federation.

Despite the strong support for regional autonomy, it is
not surprising that many still regard the néw system as a threat.
Hence, there has been increasing pressure on the central
government to decentralize its operations. If the central
government fails in its attempts to implement this new system,
political elites in several regions want to support the implemen-
tation of a federal government system, while over others
would prefer to pursue plans to be independent of Jakarta (for
instance, Papua, Riau, Maluku and Aceh).

1.1.1. Government Framework and Authorities

The territory of Indonesia is divided into autonomous
provinces, districts (kabupaten) and municipalities (kota).
Districts and municipalities are technically the same level of
government. This distinction is based on whether the govern-
ment administration is located in a rural area (district) or an
urban area (municipality). Within districts and municipalities
there ate sub-districts (kecamatan) which are smaller administra-
tive government units. Each sub-district is further divided into
villages. Villages in rural areas are called desz, while in urban
areas they are referred to as &elurahan (Figure 1.1). Law No. 22,
1999 transfers functions, personnel and assets from the central
government to provincial as well as to district and municipal
governments. This means that additional authorities are being
devolved to district and municipal governments, establishing a
far more decentralized system compared to the

“ Swaikha Usnean Introducton
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deconcentrated? and co-administered? systems of the past (see
- Figure 1). The bupat (district head) and walikota (municipal
head) as the heads of the autonomous local governments are

directly responsible to the local assembly (Dewan Perwakilan .

Rakyat Daerah, DPRD). The deconcentrated agencies for
devolved functions have been abolished and the ctvil servants
of these agencies have been placed under the authotity of the
rcgional governments.

F1gure 1 1.
Framework of Government Accordlng to Law: 22,1999

-—)p Deecentralization
— Deconcentration
—

Co-administration

2 Deconcentration is the delegation of authority by the central government to the

governorofa province and/ora central govérnment official in the province.

* Co-administration is when higher levels of governiment direct lower levels to’

undertake tasks and functions and the higher level of government provides the
costs, means, infrastrucrure and human resources to carry out the tasks. The lower
level of government is obliged to report to the higher level of government
regarding the execution of these tasks or functions :
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In all government administrative sectors with the
exception of secutity and defense, foreign policy, monetary
and fiscal matters, justice, and religious affairs, the law has
devolved central government functions to regional govern-
ments. Provinces have 2 dual status as autonomous regions
themselves and also as representatives of the central govern-
ment in regions. As autonomous regions, the provinces have
the authority to manage certain matters that cross both intet-
district and inter-district and municipality administration and-
authotities thatare not (ot not yet) implemented by the districts
and municipalities. As the representatives of the central
government, the provinces carry out certain administrative
tasks delegated by the President to Governors.

Decentralization is focused at the district and municipal-
ity levels. 'This has,always been the third tier of government
below the central and the provincial levels. There are 30
ptovinces and 341 such administrations in Indonesia.
(MoHARA, March 2001). The power of districts and munici-
palities covers all sectors of administrative authority other than
those tetained by the central government and the provinces,
including pub]]kworks, health, education and culture, agticul-

ture, transportation, industry and trade, investment, environ-

ment, land affairs, cooperatives and manpowet.

There is 2 tradition of civil society groups in Indonesia,
but they have been almost completely left out of the political
decision-making process or ¢lse co-opted by the government
over the last three decades. Therefore a wide range of commu-
nity otganizations representing political and religious interests,

'local customary law (adat), women, and youth needs to be
developed. Likewise, a vatiety of professional bodies, includ-
ing those for business people, lawyers, teachers, laborers,
journalists and academics can also play an important role in
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voicing the aspirations of the community to local govern-

ments. Sustainable reforms in-government administration can

- only be achieved through a re-negotiation of the balance of
_power between the state and the people (represented through a

vatiety of community otganizations), based on genume and
extensive mteracuons (Antlév, 1999).

1:1.2. Methods and Objectives

_ This paper examines the preparations for decentraliza-
tion that have been undertaken by regional governments, some
of the. initial implementation measures, and some of the
emerging challenges faced by district and municipal govern-
ments during the process of implementing decentralization.
This presentatdon focuses on two areas: first, the internal
processes undertaken by local governments to cope with their
new powets and responsibijities, and second, whether the
processes of  creating public policies teflect the spitit of

-transparency, good governance and democracy. The paper is

based on field research conducted by SMERU's research team
in twelve districts and two municipalities across eleven prov-
inces over the past eighteen months (see Table 1.1).* The
sarmple areas have been chosen to allow for a geographic
sptead across Indonesia. ‘They were intended to reflect some
of Indonesia's regional variations and also to permit the
researchers to view the implementation of the decentralization
laws both in areas where these laws are working well and also in
those areas where significant d1fﬁcultles and problems are

emerging.

* The original aim of this research was to assist and inform the government about
the implementation. of tegional autonomy by contributing accurate real-time
information through - regular reports, memorandums and newsletters to
policymakers, the donor community, political. parties, community organizations,

Indonesia's acaderhic commuaity, and other professional bodies.
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Table1.1 |
District and municipality sample

d irfunicipality

Sumba Timur . East Nusa tenggara ' Eastern Indonesia ' Septerﬁberzodl

&
2. Lombok Barat " WestNusaTenggara - Eastern Indonesia : June 2000
-3, Minahasa " North Sulpwesi Eastem Indonesia May 2001
4. Bolaang Mangondow " North Sulawesi Eastern Indonesia - May 2001
‘5. Gorontalo . Gorontalo Eastern Indonesia May 2001
f‘f62 Banjarmasin South Kalimantan Eastern Indonesia . August 2000
1. Sanggau West Kalimantan Eastern Indonesia - September 2000
3 Magetan East Java Jave October 2000
9.. Kudus Central Java Java November 2000
-10. Sukabumi West Java Java . April 2000
11, Selok West Sumatra ‘Westem Indonesia July 2000
12 Karo " North Sumatra Western Indonesia February 2001
13. Simalungun North Sumntrz R ‘Western Indonssin Febnuary 2001
_ 14, Deli Serdang North Sumatra Western Indonesia March 200}

Note: Areas in bold are municipalities.

The information was collected primarily through semi-
structured interviews with officials at all levels of government,
as well as with representatives of political parties and civil
society institutions (including community otganizations,
NGOs, the press, professional bodies, informal religious
leaders, local-level traditional leaders, village heads and mem-
bets of village-level assemblies). The semi-structured nature
of the research has allowed for flexibility and consistency the
investigation of issues as they arise from several angles.
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Some of the changes that need to be made for the
transformation of Indonesia from a centralized autocracy to a
decentralized democracy have been implemented quite quickly
(for example, by holding free elections and passing laws that
transfer central government functions to the regions). Other
essential changes will take much longer (for example changing
the centralized mind-set of public servants and building the
capacity of regions to cope with their new functions). There is
widespread concern about the role of some of the govern-
ment officials who are currently responsible for unplemenung

- regional autonomy and their relationship with the previous.

highly centralized government. That government was charac-
terized by widespread practices of corruption, collusion and
nepotism. For more than three decades, the government and
its administration, including the army and the police, were
mote concerned with serving the needs of the executive
branch of government and maintaining their power, rather
than serving the public. There is now a clear need to separate
the bureaucracy, the army and the police from pohuCal post-
tions so that they remain neutral.

- Deeentralization of Authority - . . Syathba Uowan
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One important issue that needs to be clarified is the
meaning of the term 'authority’ in Government Regulation
No. 25, 2000 on "Government Authority and Provincial
Authority as the Autonomous Government”. Presently, this
government regulation reads more like a central government
instruction about the duties and responsibilities of the regions
rather than a document that grants authority over new func-
tions. According to this regulation, if districts and municipali-
ties lack the capacity to catty out certain functions, their duties
are to be surrendered to the provincial government. Although
Government Regulation No. 25, 2000 was intended to clarify
the process of surrendering functions to the provincial
government, many uncertainties regarding this process still
remain.

As of September 2001 many regions were still prepating
to implement Law No. 22, 1999. Local governments were still
studying the formulation of the powers and functions that they .
have been assigned and were preparing the structure of the
organizations that will be placed under their authority. One
factor slowing down pteparations for decentralization is the
lack of clear supporting regulations and directives from the
central government.® Therefore, thereis a widespread percep-
tion in every region that the central government is still not fully
committed to the implementation of regional autonomy. This
is demonstrated by at least three factors. First, the central
government has been slow to issue the regulations that are
required to clarify Law No. 22, 1999 and Law No. 25, 1999.

5 The lack of supporting regulations is typical of the inefficiency of the central
government. For instance, the trial of regional autonomy began 22 years after the
law on “Regianal Government” (Law Ne. 5, 1974) was passed. ‘This law was never .
fully implemented. According to Suprayoga Hadi (2001) of Bappenas (the National
Development and Planning Board), the District Autonomy Pilot Program (DAPP),
which began in 1996 and was carried out in one kabupaten or municipality in each
province, was suceessful in achieving the broad stated goals of decentralization. In

* reality this initiative was stifled because the central government failed to pass on the -

required financial resources to match the new responsibilities.
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Second, the regions consider the central government to be
inconsistent in the implementation of these laws since several
authorities originally granted to the regions have been
revoked.® Thitd, the central government has been seen as
reactive in the way it has ratified several regulations. For
example, Government Regulation No. 20, 2001, concerning
"Supervision and Control of the Petformance of Local
Governments" was issued after there were cases of provincial
governments being ignored by kebupaten and kota govern-
ments. These factors have created an environment of uncer-
tainty for local governments as they prepare to implement
regional autonomy.

1.2.1. Restructuring Government Organizations

Restructuring the institutional framework of local

. government (the organizational hierarchy of government

departments) was one of the essential steps undertaken to
prepate for the implementation of decentralization. In total,
239 provincial-level offices of the central government (kanwil),
3,933 district-level offices of the central government (kandep),
and 16,180 technical units (UPT) of the central government
have been handed over to provinces, districts, and municipali-
ties (GTZ Decentralization News, March 2001). The amalgam-
ation of certain offices in the central government hierarchy has
resulted in the formation of both technical offices and other
autonomous agencies.

® For example, Presidential Decree No. 10 concerning “the Implementation of
Regional Autonomy in the Land Sector” contradicts Article 11 of Law No. 22,1999,
which cedes responsibility for land matters to district and municipal governments.
This decree cancels the transfer of land administration to local governments,
whereas in fact many district and municipal governments have already established 2
Local Land Administrative Office. Besides land matters, many regions are still not
clear about central government policies on managing areas and functions such as
transport, communications, statistics and family planning,

Decentralization of Autherity ’ Spaithn Usmar  EIEN
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The regional governments have tried to downsize the

-government structute as efficiently as possible in accordance

with the principle of "rich in function, poor in structure (kaya
Jungsi, miskin siruktar)’. In theory, this requires a significant
reduction in the present number of public servants. Regional
governments have always tended to avoid the difficulties
caused by retrenching civil servants. As a result, many district
and municipal governments have had to maintain unnecessar-
ily large administrative structutes (Table 1.2).7 The provincial
governments have also tended to remain large, even though
their tasks and responsibilities have been substantially reduced.

Table1.2.
Number of government work units in selected districts and
municipalities

Befure the new

District and municipality

" ] .
After the few law Change
]

. law
1. Minahasa 20 34 ' +14
2. Bolaang Mangondow 16 25 + 9
3. Gorontalo 13 25 +12
4. Banjarmasin 25 13 ' + B
5. Sanggau 18 25 + 7
6. Magetan 22 26 + 4
7. Kudus . 16 16 0
8. Karo L 15 } 19 . + 4
- 9. Simalungun . 30 ) 28 ‘ - 11-
Saurce: SMERU feeld reports.

7 The district of Simalungon, in the province of North Sumatra, was one of the trial
areas for regional autonomy as authorized by Law No. 5, 1974. During this trial the
Simalungun district formed 39 work units. In practice, however, the district faced
setious problems because the transfer of authority was not matched by the transfer
of adequate funding by the central government. This experience then forced
Simalungun district to reduce the size of its administradon. There is much
suspicion about the central government's sincerity in implementing decentralization
because many regions fear that the current central government will replicate the bad
experiences of the distdct autonomy pilot program (DAPP). The DAPP is

" remembered as more of a burden than an advantage. (see also Fbomotc No. 5).
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In the past it was commonplace for staff to be nomi-
nated before institutions were designed, leading to a less than
petfect maximization of human resources. In the future,
howevet, each regional government must design its own
institutions based on the functions and tasks that are to be
performed according to local needs. Therefore local govern-
ments should conduct self-assessment studies in order to
determine priorities in restructuring the local civil service. In
addition, there is a need for the goverament to consider
undertaking a nationally designed policy regarding early
retitement to enable such restructuring to take place. There is
also a continuing debate over whether power should be
concentrated at the provincial level or at the district and
municipal level. Many provincial officials doubt the capacity
of district and municipal governments to implement decen-
tralization. They give the impression that they are still hoping
that decentralization will be implemented. at the provincial
level and not directly at the district and municipal level. Of
major concern js the fact that there will not be sufficient funds
to finance the more than 700 tasks and functions for which
district and municipal governments are now responsible.
Therefore, many provincial-level officials expect that within a
year or so many district and ‘municipal governments will
surrender some of their responsibilities and functions to the
province. It is widely accepted, however, that the central
government felt that it was politically undesitable to build
strong, self-governing provinces. The reason behind this is
that these may have become vehicles for stronger regional
disintegration, especially in areas like Aceh, Maluku and Papua,
where independence movements are already posing a chal-
lenge to the central government.

Despite this, provincial as well as district and municipal
gavernments agree that regional autonomy should be imple-
mented without delay. Although the regions enthusiastically
supported starting decentralization on the January 1%, 2001,

Decentralization of Authority ’ . Spaikba Urnon
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there was also 2 common percéption that not all the prepara-
tions for decentralization needed to be completed by that date.
There appears to be a realistic acceptance by government
officials at all Jevels that the process of implementing decen-
tralization will be lengthy and that the regional governments
will handle problems as they arise.

1.2.2. The Relationship between Government Levels

At the heart of the implementation of decentralization
is the relationship between the central government and the
governments in the regions. If decentralization is to ‘proceed
smoothly the following issues are of primary importance.
First, the central government must continue to demonstrate its
commitment to the process now underway and its willingness
to implementLaw No 22,1999 and Law No. 25,1999. Second,
regional governments need to exercise patience and must be
realistic during the implementation phase of these laws. Third,
mechanisms must be found to assist government personnel to
focus their work on public services, instead of merely catering
to the needs of their superiors. -

Since implementation of the new decentralization laws
began, the position of the province in relation to the district
and the municipality has become uncertain. The district and
municipal governments now have a ditect reciprocal relation-
ship with the central government. According to Law No. 22,
1999, each autonomous region is independernt and there is no
longer any hierarchical relationship between the provincial and
the. district and municipal government. Therefore, in the
course of . carrying out the tasks of government, the district

- and municipality are tending to position themselves as sub-
- ordinates of the central government, rather than the province.

Some members of district and municipal - representative
assemblies (Dewan Perwakilan Rakyat Daerab, DPRD) even

doubt the authority of the provincial assembly in their region.

. H WUmm ’ . Decentralization of Authority
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In South Kalimantan and Notth Sulawest local regulations on
the same subject have been issued by both provincial and
district assemblies. This suggests the need for a clear set of
guidelines setting out the relationship between the vatious
layers of government.

In the past the "vertical agencies” were the instruments
of the central government carrying out highly centralized
government policies in the regions. Many of their tasks and
powers have been now devolved to regional governments.
According to Article 8, section (1) of Law No. 22, 1999, the
process of devolving these powers must be accompanied by
the transfer of funding, infrastructure and human resources.
The surrender of infrastructure in the form of land, buildings,
and equipment, however, appears to require further discussion
and is awaiting additional arrangements between the central
government and regional governments.

1.2.3. Changigg Status of Government Employees

One outcome of the decentralization process is a
massive excess of around 2.1 million central government
employees who are being transferred to the regional levels of
government (Koran Tempo, July 14, 2001), at both the provin-
cial as well as the district and municipal levels of administra-
tion. Approximately half of these government personnel are
school teachers. In many distrdcts and municipalities there ate
also provincial-level employees who will be transferred to
district and municipal governments. This transfer tends more
to represent a change in status than a physical transfer because
most of these officials are already based in the regions. For
example, following the implementation of decentralization the
number of public servants in the Kudus districtin Central Java
increased from 1,184 to 8,875 (Table.1.3): All these personnel,
however, were already based in Kudus, so decenttalization has
not ‘tesulted in them being physically transferred from, for .

L e -
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example, Jakarta to Kudus.

Table 1.3.
The number and status of government employees before
January 1%, 2001,

Kudus District

stas D Pl G e
employees

’ District govemment agencies . - 1,184 0 980 ' 2,164

- 1"'mvince govemnmens agencies 0 Jn 18 1y

Centrol goverament agencies 0 -0 B % {7 6,392

BT e R e sor © 70 8,875

Source: Civil Service Administration Section, Kndns Di{rff:t.

The transfer of personnel from the center to the regions

has alteady been carried out. Discrepancies have been found
between the number of employees counted by local govern-

ments in their staff inventories, and the figures released by the

National Agency of Civil Service Administration (BKN). In
several provinces BKN has reported a higher number of
employees, compared with employee data produced by local
govetnments. For example, in six departments that had
previously undergone liquidation in West Sumatra there was a
difference of 1,069 in the number of personnel according to
regional data and ‘the figures released by the central govern-
ment (Table 1.4).

Spcikhu Usman - . Decentralizaton of Authority
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Table 1.4,
Estimated number of government personnel, selected
departments in West Sumatra

Note: * This includes botl) the provincial and district{ municipal level offices representing central government
departments.
- Sosree : Mimbar Minang, July 12, 2000

The head of the Bureau of Civil Service Administration
in West Sumatra suspects that the discrepancy in the data
occurred because some of the former vertical agency person-
nel had already been transferred to different regions, although
they were still listed with BKN as civil servants in West Suma-
tra. Other sources, from the Office of the Governor of West
Sumatra, believe that the sutplus 1,069 'phantom’ personnel
was a central government strategy to secure positions for civil
servants who could not be accommodated in other regions.

Meanwhile, the provincial government in East Java has
provided a different explanation for the data discrepancies
released by BKN and their own Regional Bureau. They
suspect that many personnel from different regions have
requested transfers to East Java directly from the central
government. Thus, although the transfers were both orga-

Decentralizatdon of Authority . Spaibh Usman
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nized and registered in Jakarta, the names of these officials
were not registered at the East Java regional government
offices. In West Kalimantan the provincial government is of
the opinion that the discrepancies in this province occurred
because BKIN was using outdated data from the respective
government departments in Jakarta.

At present there are questions regardmg the extent of
such discrepancies, and whether the high numbers of extra
officials can be explained as inadvertent mistakes. A more
cynical explanation is that the recotding of incorrect data was
deliberate and aimed at claiming the salaries of these 'phantom’
civil servants. Because the phantom civil servants have been
recorded at the central government level, their salaries have
been paid out based on central government data. Itis uncleat,
howevet, where the money has gone to because these 'phan-
tom' employees cleatly do notexistat thelocallevel.

Despite efforts by local governments to streamline the
structure of the governtnent, there remain more employees
than there are public service positions. Besides this structural
problem, there is a bias amongst regional government officials
to fill impottant positions with pw#tra daerah, meaning literally
"sons of the region". This refers to the movement to promote
the interests of those who come from a particular area or
ethnic group over those who ate considered to be outsiders or
newcomers. Regional government officials admit that putra
daerah demands exist as there is an expectation that more
attention will now be paid to the interests of local people. This
issue is a reflection of the decteasing level of confidence in the
central government, which for over three decades treated the
regions as an "instrument” to be utilized for its own interests
for which the placement in the regions of public servants
obedient to Jakarta was considered essential. As a result, many
people in the regions believe that they have been constrained
for too long by the central government, and consequently are
now aspiring to become "the masters of their own region."
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In some regions concern over the transfer of personnel
has increased the interest of local government officials in
education and training. This is a new phenomenon sparked by
the perception that central government officials based in the
regions represent a threat and local officials now need to
improve their skills to hold on to their positions or to move
into better ones.

While a move to raise the level of skills is encouraging,
the potential for conflict remains vnresolved, Clarification of
transfer issues will help ease insecurities and avoid rivalries that
emerge through former central government officials and local
government officials being placed in competition with each
other. In dealing with the putra daerah issue, regional govern-
ments must also establish an appointment process for local
officials thatis thoroughly transparent and based of the criteria
of cateer experience and competency.

1.2.4. Dealing with Local Government Budgets

According to Law No. 22, 1999, and Law No. 25, 1999,
decentralization in budgetary matters is mainly applicable to
the expenditure side. Itdoes notonapply the fiscal or revenue-
raising side so there is no increased capacity of local govern-
ment to tax income or assets. Therefore, although the regions
now have the authority to decide how to allocate their budget,
they have been given no new revenue-raising powers. As a
result, the regions are still latgely dependent on transfers from
the central government for their source of funds (Table 1.5).
According to Law No. 25, 1999, the General Allocation of
Funds from the central government (DAU, Dana Alokasi
Unmenrm) 1s to be used by the local government according to its
own priotities. The total amount to be allocated to the regions
under regional autonomy is at least 25% of national domesti¢
revenue (after excluding the special share to be returned to
. resource-rich regions); 90% of this amountis to be allocated to
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districts and municipalites and the remaining 10% is to go to
the provinces. The'total amountof the DAU forall reg10ns for
the FY 2001 is Rp60 5 trillion or US$6.1 mﬂhon

Despite this lack of fiscal autonomy, there is much enthusi-
asm for decentralization in the regions and it appeats to be
increasing. Such enthusiasm on the part of local governments

has generally resulted in the creation of many more regulations

concerning local taxes and levies but excluding those on
income and assets (Saad, 2001). This tendency has been
strengthened by the perception that autonomous local govern-
ments should have the authority to manage and generate
revenue. FPurthermore, many local government officials
believe that the sucgessful implementation of decentralization
will ultimately depend to a large extent upon their capability to
extract local revenues. The problem is that increases in local
taxes and levies, excluding income and assets, have not been
matched by the provision of better services.
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Table 1.5.
Vatious sources of local government budget funding before
and after January 2001

New local

S.L;lb's'idjr,j . - Local Sources of Revennes |
regulations”™?

Tevelopment
Fund, Reveniis”
« Sharing 7

11,8979 na

"6 LombokBaral 71650 . 864 T 146304 - a7
"7 Moagetan 2089 917 56096 na.

8. Minghasa 138 7467 158772 s
‘9.' S.ukalrmmi‘ . -
o SR
Il Solok

Notes ; Areas in bold are municipalites.
*#) New local regulations on taxes and refrbuss.
n.a. = netavailabie.

Sosrces: SMERU Field reports.

The size of the DAU provided for the regions is tela-
tively large. Butafter central government employees and more
responsibilities for government services have been transferred
down to the regions, most of the allocated budget has been
sufficient only to fund routine local government expenditure.
This situation has boosted the desire of local governments to
increase their local revenue, even though in the long term
(consciously or unconsciously) such endeavors will tend to
create a negative impact on the local business climate.
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Regional governments, especially at district and municipal-
ity level, are aware that they are still restricted in their capacity
toimplement regional autonomy. Sincelocal governments will
still continue to depend on the central government, especially
for budgetary assistance, the regions have been trying to
increase their income through their power to raise local
revenue based on Law No. 18, 1997 (later revised as Law No.
34, 2000, "Local Taxes and Levies"). The increased enthusi-
asm of local governments to seek out new sources of revenue
has resulted in community concern, especially in business
circles and among NGOs. There is a fear that regional auton-
omy will create a new system of power relationships that will
merely result in the transfer of the features of the New Order
system, including cortuption from the center'to the regions.
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1.3. People Autonomy

Ultimately, regional autonomy is not just a matter of
regulating the relationships between the various levels of
government, rather it is also about regulating the relationship
between the state and the people. Regional autonomy is
essentially the responsibility of the local population, because it
is ultimately the people's fight to administer their own system
of government in a manner that will accommodate their own

' laws, ethics and local traditions (Maskun, 1999). According to

Law No. 22, 1999, this is to be ultimately achieved through
their representatives in the local patliament by way of the
multi-party system and free elections.

There is widespread agreement that those members

_elected to the 1999-2004 local assemblies are the most legiti-

mate of any representatives from the local community since

" the 1955 election. This is a reflection of the demand for

reform, and also of the increasing development of democracy
in Indonesia, which have resulted in a period of significant
change for these local assemblies. In the recent past the
executive branch of government was powerful and dominant.
Now the executive is required to work with the legislators as
equals.
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, A new paradigm has started to emetge in the regions at

the provincial, district and municipal levels. Itis apparent that
there has been a significant change in the attitudes of local
assembly members, There are encouragmg signs that these

local assemblies are now operating in a mote accountable and

more democratic fashion than ever before. They have become
more responsive to the aspirations of the local communities,

and have begun to involve themselves directly in clarifyingand
following up individual grievances and demands by their local

constituents. In addition, open public debates have begun to
flourish. The members of local assemblies have started to use
their position and authority to exercise a degree of control over
the performance of local senior public servants, at the same
time becoming more critical of local govetnment policies.
These changes are evidenced by the increasing level and
frequency of debates over policy and legislation.

Unfortunately, these changing attitudes have not always.

~ been supported by adequate technical skills and professional-
ism. Hence, the voice of the people is not yet being channeled
effectively ‘through its representatives whose capacities are
often limited. This problem is most cleatly evident at disttict
and municipal levels, where many members of the local
assembly appear to be lackingin formal education and general
political experience. Of course this is a direct consequence of
the democratic process and it also reflects the educational
levels and political sop]:nsucanon of the wider commumty Of
more serious concern is the fact that cases of "money politics"
are still frequently reported in the local and national press and
ditectly involve members of local patliaments.

1.3.1. The Role of Political Parties

The issue of political parﬁcs casts a shadow over the
personal integrity of individual members and: the moral

authority of local assemblies. Itis apparent thatmany of those -
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who were elected to these bodies do not owe their position to
their knowledge of local affairs or their technical skills. Many
were simply proposed as candidates by those parties that
secured 2 sufficient number of electoral votes. Because the
proportional representation system is used by Indonesia to
clect members of both the national and regional constituent
assemblies, the people do not directly elect their local members
but simply vote for political parties. ,

One additional problem is that parties at the district and
municipal level do not always have sufficient control over their
representatives in the local agsembly. This is entirely a conse-
quence of the weaknesses of most political parties at the local
Jevel, where party organization, the development of a strong
system of branch membership, and the training of local cadres
remain setiously limited. Since election campaigns are still
based on emotional rather than policy issues, political parties
have not yet begun to produce clear policy platforms for their
membets to pursue in the assembly.

In addition, the limited time available to prepate for and

* implement the last election was not conducive to building

sound democratic institutional support systems. If parties
temain weak, particulatly at the district and municipal levels,
then the quality of the elected members in the 2004 legislature
will continue to be poor. 'This may in turn generate a lack of

confidence in the ability of local parliamentary members to

formulate public policies and to monitor and control the
executive branch of government effectively. In an attempt to
overcome some of these problems, the central government

has recently passed Government chﬂaﬂbn No. 51, 2001 on-

"Government Funding for Political Parties”. The funds that
have been made available are intended to help political parties

" to struggle. for their aspirations in social, economic and

political life. The details of the scheme, including how the
funds are dispersed and what the money can be legitimately

used fot, will be outlined in a decree of the Minister of Home
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Affairs. Many informal local leaders, however, have expressed
concern that political party independence will be threatened if
they receive funding from the government.

The adoption of a mote modern organizational
approach by political parties, including community organiza-
tions and interest groups will help to create a stronger demo--
cratic society. Many hope that district and municipal govern-
ments will not become "little kingdoms" of cortuption
scattered across Indonesia. Regional governments mustin the
future devolve some of the public service responsibilities to
sub-district and village-level administrations and even to
community organizations as well as interest groups. :

While it has not yet become widespread throughout
every region, local people are currently enjoying greater
freedom than ever before in controlling both the legislators
and the executive. Representatives of the local community
now have the courage to express their views and to demand
that local assemblies recognize and comply with their aspira-

‘tions. Nevertheless, there are still formidable barriers prevent-

ing interest groups and community organizations from
participating more completely in the public decision-making
process. For instance, when the draft of a proposed regional
regulation on natural resources and the environment was
submitted by a non-government organization (NGO) in
North Sulawesi, several senior local officials told the SMERU
research team that "there is no arrangement that enables
NGOs to draftlocal government regulations”.

1.3.2. Public Policy and Government Services Analysis

The public service in the regions has operated for far too
long without effective controls ot proper accountability. Local -
assemblies need to exercise control over the activities of the
executive branch of administration. Some members of these
local assemblies are actively giving advice and making criti-
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cisms of the local administration, although this is often
interpreted as unwanted intervention or a breach of the local
assembly's authority. Itis also appatent that some members of
local assemblies, in their eagerness to exercise control over the
local executive, have sometimes acted in an intolerant and
aggressive manner, or have attempted to interfere in technical
matters beyond their competence. In addition, some legisla-
tors have been criticized for their lack of initiative, or for their
failure to scrutinize the details of local legislation before it is
ratified. :

At the same time, regional assembly members have also

“been widely accused of ignoring the interests of their constitu-

ents in favor of their own personal ambitions ot group inter-
ests. For instance, in many regions the salarties of local parlia-
ment members have been significantly increased, despite the
fact that the country is still recovering from the effects of the
1997-1998 monetary crisis (see Table 1.6).

Some of the issues outlined above are highlighted in | the
regional draft budget that allocates funding. This process of
allocating funds to various sectors now depends entirely on the
head of the.region, assisted by his or her own senior staff and
the local assembly. Previously, the regions received fixed
allocations for various sectors from the central government.

- In the absence of a strong, clear vision and mission on the part.

of the local executive, civil society groups worry that the

_-process of allocating resources will pose a threat to the

improvement of public policy. Many people in the regions are
concerned that too many corrupt local buteaucrats are still
involved in decisions about the allocation of sectotal funding:
If, for example, the allocation for the routine budget, which
covers all matters related to the running of the bureaucracy, is
given greater priority, there will inevitably be a reduction in the
budgct for such sectors as health and education. For example,

in the draft 2001 regional budget in Notth Sulawesi and

Gorontalo, no funding is allocated for school operations. Asa
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result, school principals have been forced to collect funds
directly from the parents of students. If such procedures
become the norm under regional autonomy, especially in poor
areas, then the supposed objectives of raising the standard of
public services and improving access will not be achieved.

Table 1.6.
Salary increases of local assembly membets in selected
regions

Change based on the salary of the previous

Region
) assembly (%)
North Sumatra Province Ce +300-
*  Simalungun District B T 4250
West Sumatra Provinee R - +460
= Solok District : oo +250
East Java Province . +117
»  Magetan District : No change
Central Java : n a
i, Kudus District +200
“West Kalimantan Province +270
e  Sanpgau District Increase
South Kalimantan . LA
»  Banjarmasin Municipality No change
West Nusa Tenggara ' ma.
s West Lombok District +330

Note: n.a. = notavailable,
Sources: SMERU field reporis.

Many of those in leadership positions in local assemblies’
are fully aware of the problems they are facing. Some practical
steps are already underway in certain regions both to improve
the skills of local assembly membets and also to give them 2
more comprehensive understanding of their rights, duties,and -
responsibilities as representatives of the local community.
The local assembly in the Municipality of Sukabumi, for
example, has encouraged its membets to attend particular
training sessions and other forms of further education. They
are also beginning to accept the need for special assistance

29 QRN ' People Autonom;
Spoikd, P. ¥




Regional Autonomy in Indonesia:
Field Experiences and Emerging Challenges

from experienced professionals. In the province of Central
Java; there have been several productive dialogue sessions
between the executive branch of government and local
legislators so that each has an appreciation of their respective
tasks. This has been undertaken in conjunction with efforts to
improve the fotmal education of assembly members. Mean-
while, members of the Banjarmasin municipal assembly have
attended short training courses in Yogyakarta on the
practicalities of constructing regional budgets and drafting
public policies. '
Nevertheless, an improvement in the technical capacity
and general knowledge of the elected legislators is not the only
guarantee needed for the smooth advancement of democracy
throughout the provinces and regions of Indonesia. It is also
crucial for the wider community to become directly involved in
exetcising independent and transparent control over the entire
system of local government. In this tegard, the local press,
mass media, political parties, interest groups and community
organizations will all play an important role in the process of
building democratic regional governments. 5
Although many legitimate concerns have been raised
about the risks of regional autonomy dnd many problems will
need to be overcome as implementation proceeds, such fears
must be balanced against the potential advantages for the
entire nation if this process succeeds. In reality, given the
enthusiasm in the regions for greater autonomy, this process
cannot be reversed. It is part of the role of research institu-
tions, academics and donots in Indonesia to suppott the
process. The entire process should be regarded as an opportu-
nity as well as a challenge to improve public services. It is
important to match the idealism surrounding what regional
autonomy can achieve for Indonesia with the reality that some
regional governments have limited capacity to manage their
own affairs. Some regions will therefore experience a break-
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down in the delivery of essential services, and consequently the
benefits of autonomy may not be felt for some time. '
In the long term, the authotity to provide public services,
which has in the past been controlled by the executive branch
of the government, should gradually be handed over to the
community (see Box 1). Therefore, each of the public service
departments should allow for rec1p1ents to develop their own
ideas and provide input into how services should be provided.
Public service departments must becoine increasingly respon-

-~ sive to community demands.

Box 1
.Cooperation between an Islamic Boarding School
the Local Government and the Community to
Develop Segenter Village. A Success Stoty.

Nurul Hakim Boarding School (Pesantren) is one of 200 pesantrexi in West
Nusa Tenggara, This school has around 2,400 students from the provinces
of West and East Nusa Tenggara, Bali, South Sulawesi, South and West
Sumatra and Riau. The school has been cooperating actively with the local
government in supporting the Sasak people of Segenter village to develop
their community. Villagers maineain their traditional Sasak houses and kecp
their village clean. Several years ago the students of Nurul Hakim Boarding
School worked with Segenter villagers to build 2 7 km long clean water
pipeline. The local governmcnt then builta 10 km road to connect Segenter
village to the main road.

Subsequently many tousists have come to Segenter to see the traditional
houses. In 1997 a Dutch tourist visited Segenter and gave Rp 25 million to
the villagers to build a school, now named the De Koning School. In 1998 a
tich Arabian contributed funds to build a mosque. .

. The Nuyul Hakim BoardmgSchool designs programs to send a group of i its
students to several poor villages in West Nusa Tenggara in order to live and
work with the villagers. ‘The concept behind the program is that the
presence of the students will allow villagers to increase their awareness of
the benefits of community action.

Sonrce: SMERU, July 2000.
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In the Municipality of Banjarmasin several public service
tasks, for example garbage collecton and advertising space,
will be handed over to private firms to manage. In Sukabumi
the task of managing elementary schools will be transferred to
school boards, which must be established by teachers and
parents (see Box 2). In the District of Minahasa it has been
proposed that community organizations and interest groups
be permitted to operate schools throughout the whole of a
sub-district or village.

Box 2
School Autonomy Trial

SD Dewi Sartika Cipta Bina Mandiri is a primary school in West Java with 270
students. Itis one of six state primary schools tharmerged in April 2000in an
effort to make teaching more effective and efficient. This merger was
designed by 2 team made up of staff from the Sukabumi Municipal
Education and Culture Office, the Central Government Departmental
Office for Home Affairs at municipal-level, the Sukabumi Municipal Health
Office and the Indonesian Teachers Associadon. All teachers in Sukabumi
Municipal were eligible to apply for positions at the school and teachers were
appointed on the basis of 2 competency test. Those who had been teaching
at the six schools before the merger, if not selected, were relocated to other
schools.

The autonomy Is part of a program known as School Based Management
(SBM). It includes granting schools authority over matters such as classes
and timetable, selection of curriculum content and text books, student
affairs,and school maintainance.

A School Committee, made up of teachers and parents of students, monitors
how education is being delivered and helps to raise supplementary funds. In
the future the appointment of teachers and the school principal will be
planned and carried out by the School Committee. ‘The Committee and the
teaching staff ate committed to the mission of the school, which is to
encourage spiritual and intellectual development, healthy lifestyle practices,
creativity and independence. In the near future the Municipality of .
Sukabumi plans to open a trial primary school such as this in every sub-
district,

Source: SMERU, June 2000
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Members of the community should be recognized as

citizens who are entitled to a satisfactory level of public

services. 'They must be given the chance to participate in key
decisions and also to manage and fulfill the needs of the
community. Public service output, for instance, should be a
source of local satisfaction and pride. These elements are as
important as material gain. They can be achieved in the future
only if governments put people in the front line of public
services. Government officials will, however, have to delegate
some of their powers to the local community. The ideal

* approach to the problems posed by the need to improve public

services is characterized by a relationship between government
officials and the wider community whereby officials act as the
catalysts and a portion of the decision-making process is
decentralized. Such an approach will help to reduce the
burden on government, especially at a time when budgets are

limited and the capacity of government to fulfill the needs of .

the public are being questioned. Basically, the less involved
governmentis in the provision of public services the better. As
yet, there is no clear model-of the direction that public policy
formulation should take in the regions. Many believe that there
have been few changes to the provision of public services due
to the following factors. First, there has been a sudden rede-
sign of government policy based on the transfer of a large
number of central government powers to the kabupaten and
kota governments. Consequently, the regions have not had
sufficient opportunity to prepare the detailed guidelinés
needed to implement their new powers. Second, these policy
changes are also based on a review of the relationship between
the executive and the legislature, resulting from the reform
movement. At present, the members of the DPRD believe
they can execute mote powet, which is most evident in their
intervention in the affairs and authotity of the executive.
Thitd, as yet there ate no clear processes or mechanisms that
can be used by the legislative and executive bodies to capture
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community interests. While the legislature believes it always
acts in the best interests of the community, in reality the general
election is based on face value rather than the competencies of
the candidates, resulting in party interests being prioritized
over the interests of the voters. Fourth, the processes used by
the executive to formulate public policy are not transparent,
not are they publicized for the community, because of the
unclear mechanisms used to formulate policy and local offi-
cials' lack of preparation to accommodate the interests of the
community. '
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Although it is not absolutely clear just which aspects of
regional autonomy will be revised, several groups consider the
step to be premature. These groups are also of the opinion
that the reasons given for the revision of the law tend to be
anecdotal. For example, 2 number of Bupatiand Walikota have
been 'accused' of being unprepared for their placement under
the coordinadon of the Governor. According to media
accounts, these accusations surfaced after several in a number
of regions did not attend some of the coordination meetings,
put on by the Govetnor, but appointed a representative to
attend on their behalf. For instance, Bupati or Walikota
appointed the Regional Secretary, the Chairperson of the
Regional Development Planning Agency or another one of
their official staff to attend the meetings.

In explaining this matter, it is important to know exactly
which aspects of the government administration will be

" coordinated by a Govetnor. Supposing that the Governor isto

hold a coordination meeting about the construction of roads,
it would seem that the head of the local office for Public Works
would be more competent to attend. In fact, in such cases, the
Governor should not need to hold the meeting at all as the
Provincial Public Works Office would be quite capable of
cartying out the task. In other words, decentralization does
not always have to be mterpreted as the delegation of authority
between only the heads of all government levels, but it also
needs to include the delegation of authority amongst cettain
technical offices.

rinari .
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Another reason given for the revision of Law No. 22,
1999 relates to the performance of local representative
assemblies. An explanation of their performance has been
briefly explained earlier in the paper. Basically, the local
representative assemblies have often been considered to act
outside of their given authority, taking measures which seem to
focus on their supervisory roles rather than their legislative and
budgetary roles. For example, 2 number of local assemblies
have formulated local regulations which contravene to regula-
tions set at a higher level, impede the community's economic
opportunities and, in allocating local budgets, prioritize their
own interests rather than the interests of the wider community.
Thereforé the question needing to be addressed is whether
revisions-to this law will overcome of these issues? Further-
more, it necds to be ascertained as to whether the House of
Representatives Council and the central government, that will
make the revisions, actually have the same objectives? If the
central government in particular genuinely wishes to improve
the current state of regional autonomy, they need to do more
than just revise the laws, h

Irrespective of the problems which have accompanied
the implementation of regional autonomy and decentraliza-
tion, several groups deem the central government's eagerness
to revise Law No. 22, 1999 as also based on political assump-
tions. This is the case with the present government adminis-
tration, prioritizing national unity as the key to the creation of a
sound government, while interpreting regional autonomy as
only a secondary issue. This line of argument implicitly
suggests that the concept of regional autonomy has the
potential to manifest national disintegration. If with this in
mind, it would imply that the present government administra-
ton prefers a centralized system to a decentralized system of
government. :

In actual fact, this paradigm of pluralism which is being
followed by the present government administration is the

ey
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antithesis of the paradigm which was characterized by unifor-
mity, oneness and centrality that failed under past government
administrations. How is it possible for the government to re-
adopt a system of government, which has been proven to be
unsuccessful in the past? It would be more practical for the
central government to fulfil their résponsibility to establish
clear and comprehensive "foundations for the implementation
of regional autonomy and decentralization”, rather than
focussing on preparations to revise Law No. 22, 1999.

" In terms of unity, the revision of uniformity has been
applied untl now throughout all regions of Indonesia. Unity
has been the main priority for the nation, in particular driven by
those in power. In tutn, this has caused groups with political
influence to pursue an approach to government based on
stability, in an effort to guarantee the unity and livelihood of
the nation. Unity in Indonesia should no longer be based on
the desires of those groups with political influence or the state,
but the real desires of the Indonesian people.

. It is almost impossible to create national unity by forcmg

existing differences to become similarities. The differences
neced to be given the opportunity to emerge, and then the
community will feel the need for national unity. In this con-

text, the state (government) mustact as both an "umbrella" and -

a facilitator in order to accommodate these differences. This
umbrella is already in place: namely, the decentralized Republic
of Indonesia, with the support of the people autonomy.
Regional autonomy will ultimately fail if local govern-
ments become entrenched as autocratic, centralized adminis-
trations in the regions. ‘To avoid this, local governments must
democratize their operations, increase transparency and allow
% greater level of control by the public. .One important
example of how this should occur concerns the planning of
local budgets. This process must be responsive to local
conditions, transparent, accessible to the public, and inclusive
of all legitimate interests. Without such a process, decentral-
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ization runs the risk of re-éstablishing in the regions some of

the worst features of centralized Indonesia's autocratic and

corrupt style of government.
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While the threat of social untest should not be ignored, an
even greater danger will emerge if the present opportunity
to promote regional autonomy is denied. Itis apparent that
decentralization has been the desire of local governments
and many communities for decades. Indonesia is at present
in the initial stages of a long implementation process but
because of heightened expectations and the eagerness for
autonomy in the regions, the process has reached the point
of no return,

As yet, there are no clear procedures for decentralization of
the eleven service sectors that are within the autthority of
district and municipality governments. It needs to be
cleatly understood that the regions have not been given
"sovereignty" over- the management of these eleven
decentralized sectors. Rather, the regions have been given a
mandate in the form of implementation authority, since the
focus of regional autonomy policy, as outlined by Law No.

22, 1999, is the maintenance of the unitary state of the

Republic of Indonesia. One way of clatifying the relation-
ship between the various levels of government, in terms of
theit respective powers, is to combine the concept of the
division of service tasks by sector and the division of basic
management functions as outlined in Figure 2.

The managerial functions of govetnment administration
consist of the formulation of public policy, planning and
implementation, as well as supervision and control. ‘The
decentralization of these functions to the regions must also
be managed. In a dynamic sense there should be general
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agreement that two of these functions --authority over the
formulation of public policy and supervision and monitor-
ing of the delivery of government services-- should largely
be conttolled by the central government. The central
government can delegate some aspects of these two
functions to the provincial governments as its representa-
tives in the regions. At the same time, the most significant
proportion of the planning and implementation functions
should be under the authority of the autonomous regional
governments. The provinces, as autonomous regions, need
to be given more extensive authority over planning com-
pated to than given kabupaten and kota governments.

Dynamic

4
v

Supervision and Control

= Central Government = Autonomous Regions

Figure 2.
Division of Authority in Implementing Government
Services Between Central and Regional Governments Based
on Management Principle Functions
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Nation-wide agreement about the division of these man-
agement functions has the potential to form the basis of
national unity in that it can provide the greatest possible
scope for the harmonious implementation of regional
autonomy.

3. The SMERU research team found that the formulation of
the fiscal balance between the central and regional govern-
ments has been widely criticized in the regions. A particular
point of contention is the profit-sharing arrangements
outlined in Law No. 25, 1999, which accommodates only a
limited number of natural resources such as oil, natural gas
and forests. In the plantations sector, as in the case of the
plantation industries in the Province of Notth Sumatra, the
areas that are now being used for plantations were originally
forest land, and the related industries constitute a large
source of national revenue. Yet these factors have not been
taken into account by this law. In addidon, those regions
with established industries thatmake a significant contribu-
tion to state revenue, such as the tobacco industry in
Kabupaten Kudus, do not receive a share of the profits
despite the fact that the natural resources upon which the
industries are based lie within their territory. As a result,
these regions feel that they have been treated unfaitly by
regional autonomy laws. Consequently, 2 new formula to
calculate fiscal equalization between the center and the
regions should be considered. Those sectors contributing .
significantly to state revenue need to be explicitly included
in the formula for allocation of funding to each region.

4. Regional autonomy policy regulates not only the relation-
ship between the various levels of government but also the
practical relationship between the government and the
people. Ultimately, it is the right of the people to manage
organization of their local government. According to the
Indonesian constitution, this is carried out through local
tepresentative assemblies (DPRD), largely elected through
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political patty representation. Although the practice is not
yet uniform throughout Indonesia, people are now begin-
ning to exercise theit freedom to monitor the performance
of the government, including their elected representatives
in the local legislature. Further development of political
parties, community organizations (such as Nahdatul Ulama
and Muhammadiyah), interest groups (such as the Chamber
of Commetce and Industry, and the Indonesian Journalists'
Association), and NGOs, will strengthen the foundations
of regional autonomy as well as democracy in general. The
government must endeavor to build cooperation with these
organizations, at the same time avoiding the coetcive and
cooptive practices of the past. In this regard Government
Regulation No. 51, 2001 ("Financial Assistance for Political
Parties") is one of the positive steps that has been taken to
improve the present condition of political parties in
Indonesia. Strong, competent regional governments, based
on 2 policy of decentralization and greater autonomy, are
fundamental requirements for a country as diverse as
Indonesia with a population of over 203 million that
consists of so many divetse religious, ethnic and socio-
cultural elements. It is possible that implementation of
regional autonomy may cteate unrest in some patts of the

“country in the short to medinm term. In the long run,

however, these reforms have the potential to create eco-
nomic, social, and political stability and to bring peace and
secutity to the people of Indonesia.

Regional autonomy laws should not be treated as inflexible
and immune to change. There are many weaknesses in the
legislation that can be amended through Government
Reguladons. In terms of the process, central government
institutions should not be regarded as having a2 monopoly
over the power to change these laws. The hierarchical chain
of command, commonly attributed to the centralized
government system, must be abandoned and a democratic

e
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approach that provides enough scope for regional govern-
ment and community participation should be applied to the
_process of legislative change. In fact, central government
institutions that have the responsibility to revise the legisla-
tion should actively take into account regional opinions and
community demands. '

6. Implementation of regional autonomy must include the
involvement of a wider circle of participants outside the
boundary of government and the bureaucracy. The
responsibility of local communities in each autonomous
region must also be taken into account, so that government
and the community share responsibility for the successful
implementation of regional autonomy. This implies that
the implementation of regional autonomy will be a long-
term process, which must be widely understood not only by
local governments butalso by civil society.
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