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MYTHS OF DECENTRALIZATION AND
OBSTACLES IN IMPLEMENTING REGIONAL
AUTONOMY LAW'

By: Tri Widodo W. Utomao, SH., MA."

Banyak pihak berharap secara berlebthan terhadap kemampuan UU Nomar 22 Tahun 199
dalam membentuk figur pemerintahan daerah yang herkinerja tinggi, efektif dan efisien, bersih
sekoligus demokratis. Kenyataannya, hingga memasuki tahun ke-4 implementasinya secar
penuh, banyak permasalahan ditemukan ditingkar lokal. Hal ini mengantarkan pada pemikiva
perlunva revisi UU Nomar 22 Tahun 1999 secara total. Namun perlu disadari bahwa sehaga
suatu produk hukum di era reformasi, UU penggantt UU Nomor 5 Tahun 1974 inl cukup radika
dan bergni untuk mengganti tatanan pemerintahan vang sentralistik menjadi desentralisik
Dengan kata lain, muneulnva banyak persoclan pada tataran empiris buken sermata-mat
disehabkan oleh burwknye pengaturan dalam UL7 Nomor 22 Tahun 1999, namn juga karen
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Prologue

SINCE its effective implementation on
Jamuary 1, 2001, the decentralization law of
1999 has crected many hopes in realizing
more  democratic local governance and
improving public welfare. Unfortunately,
such expectations have not  clearly
matenialized when Law 22/1999 is enlering
the fourth year of implementation. On the
contrary, some negalive practices of
government management are perceived to be
the direct impact of the law. Passing of many
new local regnlations on fee and tanff tha
generates  high-cost  economy, growing
lension between local and central government
concerning management of certain seclo s
such as natural resources and sea harbor, wide
spread corruption by pardiament members,
predicament  in  electing  Head  of
Regions{Lepala Daerah), and embezzlement

of budget allocation arc some phenomena that
can easily be found in the last 3 years. Those
guide to the nesd to revise the regional
autonomy law.

However, it is fair enough to notice that 3
years or even 3 years is impractical to fully
execute such fundamemal policy. In other
words, it should be considered the first §
vears of implementation of a basic law as a
transition period. In the case of Law 22/1999,
it is quite natural that during transition time
local governments undergo some difficultics
in execuling new decentralization framework.
Such situation should not necessanly lead 10 a
conclusion of the significance of law
amendment. The most important thing 15 how
1o avoid the false myths of decentralization
und to recognize the obstacles and to consider
the counter efforts in order 10 mimmize the
negative impact of such situation.

1) The content of this paper is purtly excerpied (rom my Master's Thesis titled Decenteclization and Capmeit
Building i Indonesion Local ddwinrsiration: A Long Journdy for Dhscovering A Mode! of Demteral
Developmental Regime (Case Study of Bandung City Ciovernment), Graduatc School of Intemstional
Development. Nagova University, 2004, Sz the detail at hiin: ‘weaw. @eusibles, o iriw idudow o ihesis
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The Myths of Decentralization®

As Law No 22/1999 comes imto effect. false
myths are emerging very suddenly among
local government officials. Decentralization
is belicved to be the best remedy for
mrcmrung developmental pmhlcms such as
economic disparity among regions, inequality
issue between local and central government,
poverty, as well as political and mcial
conflict, separatism, and so forth. Indeed,
such perception is musleading,

From crosscountry study, it becomes
obvious that decentralization may produce
unexpected outcomes. This phenomenon has
i Indonesia.  The

January 2001, in fact, does not generaie real
benefits yet for the people. Instead, the basic
concept of decentralization is not optimally
implemented, indicated by increasing
conflicts among government bodies, lack of
implementing regulation spelling out articles
of Law No. 22/1999, uncertainty in the
direction of revising Law No. 22/1999, eic.

The “failure” of Law No. 2M19%9 in
promoting social welfare and democratic
local governance is not caused by the nature
of the law itseif Rather, there are false myths
and obstacles that should be lessened first if
decentralization framework is to  be
successfully accomplished. In this sense,
there are at least four myths of

Myth of Authority

The transfer of authority from central
government is ofien perceived as an
absolute power of Jocal government To
some extent, the role of central
povernmant has been neglected. This
situation leads 10 the appearance of local
arrogances. For example, Cilacap and
Indramayn District Govermment have
demanded Pertamina to present gas and
natural oil tax annually.” This regulation
{(Peraturarr Daerak), of courss, is violafing
Article 2 Law No. 3472000 conceming
Tax and Levies, as well as Law No.
25/199% concerming Cenier-Regional
Fiscal Balance. According 1o the laws,
district's taxes do mot cover gas and
natural oil tax. In addition, the Perdas
both in Cilacap and Indramayu has been
abandoned by Minister of Home Affairs.

In other sector such as sea harbor
management, quarrel among govemment
bodies is also quite apparent For
example, Gresik, Cilacap, and Cilegon
Disirict involve in a conflict with
Ministry of Transportation regarding
management of sea harbor. Those three
local povernments have kicked oul PT
Pelindo, and ook over the management
of sea harbor in their own temitory. This
is ironic since sea harbor management is
not cmbraced in the 11 mandatory
authorities of local government (see
Article 11 Law No, 22/1999).*

1} The miain fdeg in iy pari is derived from interview program (Indomesian version) in Tokys, December 24,
2001, mwg‘-ﬂﬂmnw;mr 2003 Flashback on Regioral Autonomy®, See the detoil a

et p oprkaia i
-l F‘lrm'mm s 'iran- ﬂl.md' En'l'u'rpnm in :hlﬁ..i'd of matural gar and oil For more detall description of the
conflict, sex the following mews: Plldran Rokyat 2480003 Availoble omlime ot hopfwww pikiran-

4} PT. Pelindo is Siate Owned EII'ITP.!HEI in the field af sea Karbor management, For maore delail deseription of
the confirct, 1ee the following news: Suara thbmum (120703 o

b

bt e,



Whyths of Deconiralization and shetacles in implementating Regional Autonamy Lew  (Tri Widodo W, Liomo)

Again, such kind of “mal-admimistraiion”
has 1aken place due to misperception of
local government that decentralization
policy justifies local administrators 1o do
whatever they want Yet it is important 1o
notice that Law No. 22/1999 does not
automatically annul sectoral regulation. It
also means that regulations on in any
other sectors such as sea harbor, forestry,
agrarian or land-use, etc. is stll legally
binding, as long as no single mule
provided conversely.

Myth of Prosperity

LY

Decentralization is also observed to be
pro-poor policy and able to gemerate
people’s welfare in the region [t is
reasonable since transfer of authority
requires tmnsfer of development funds
(known as “balance fund" or dane
perimbangan) from central to local
government  The flow of money,
normatively, can be utilized to stimulate
development process and empower local
people. Unfortunately, such sitmation is
only reflecting a daydream.

Decentralization, in reality, docs not lead

o the improvement of people’s living
standard yet It is true as there arc so
many factors affecting the degree of

social prosperity. Therefore,
decentralization is not the only variable
of increasing SOCIo-ECONomiIc

development. It would be working well
with full support of other vanables, such
85 income per capita, mvestment and
business climate, improvement in human
development index, elc.

Myth of Regional Expansion

As Law No. 22/1999 comes into effect,
many LGUs (local govermment units)
have been established, Up to December
2003, new 110 District / City has been
formed, so that the total number of local
government in Indonesia is 434 units *

The argument in setting up new local
government is that the smaller the
administrative area of a local govemment
15, the higher the affluence of local people
will be. Mevertheless, such assumption
seems 1o be unacceptable. When new
government unit has been instigated, most
of government resources, particularly
financial sources, are allocated to finance
routing activities such as employment
salary, maintenance costs, official trip
costs (hiava perfalanan dinas). etc. In
addition. many structural positions would
also be formed to support the new
government, Consequently, the new local
administrators have tended 1o be failed in
concentrating *  their  energy  for
refurbishing  public  service  and
accelerating public welfare,

The other reason is that Law No, 22/1999
gives rights to local people 1o manage
and create their own territory by cresting
new government scparated (rom previous
district, In fact, the law just stipulates
general requirements for creating new
local governmemt (Article 35), and
provision that the status  of
Administeative City (Kota Administratif)
might be upgraded to be autonomous
region (Articla 125).

For the demil caloulmion, see Kompas, November 31, 2003 ar g

704377
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Myth of Spreading Cormuption

It is widely observed thm the spreading
of corrupuion 15 beconmng worse during
the deceniralization era. Many medias
repon the mcidence of corruption among
local government bodies, partucularly
lemslative branch. As a resalt, there 15 a
common beliefl that corruption in the
central level (dunng New Order terms)
has been shified to the local level. It is
alss understood as  “decentralized
corruption”™ * Expert such as Prof. Sofian
Effendi =iv that i mﬂncts a picture of
“democratic cormuption”.

However, “decentralized corruption™ is
mercly  an indirect  impact  of
decentmalization. Bol the renl and direct
cause of corruption is lack of effective
control in spite of depleting human
morality. By giving bigger power to local
authority, cormuption ought 1o be
diminishing both in quantity and quality,
In this semse, decentralization 15
supposed 1o resull in a more empowered
socicty. This could be a good
precondition 10 comstruct a check and
balance mechanism in local level, where
people play a crucial role in assessing
and controlling the government. In
addition. the upcoming decentralization
concepl may grant people with the rights
1o elect their Head of Region directly, so
that "good local governance” could be
achieved more significantly.

Main  Obswacles  in
Decentralization Framework

Implementing

The following are five major obstacles
occurred in implementing  decentralization
law of 1999. The revision of the law does not
gugrantee o1 all that such obstacles would
antomatically disappear in  the future,
Therefore, considering the existing problems
will probably be beneficial to design the new
provisions on local governance affairs.

Human and financial resources gap between
Dustrict/City  and  Sub-District |
Village Government

After the enactment of financial balance
law of 25/1999, financial resources in
district/city govermmeni  are  quite
aifluent, In addition, decentralization
policy leads to transfer of personnel from
central to local government. [t seems that
the mumber of local employees is
overwhelming the main tasks of the
organizations. J-implies the demand to
redistribute the hinge amount of personmnel
to other institntions.  Iremically.
prosperous resources in district/city are
not shared with the lowsr government,
i.e, sub-district and village governments.
It is the fact that sub-district and village
governmenis are often complaining about
lack of human and financial resources.
As a result, complan on the low
performance of public services are rather

pervasive.

6] The relation berween corrupton and decemtralizabon con also be scrutinized from crosscountry evidence,
Therefore, indonesia i3 nel o unigue case of corrupled couniry wnder the system of decaniralized governance.
For the derail disowssion on Bhix isswe, soe Raymowd Figmon ond Roberta Gotti, Decentralization and
Cﬂmﬂﬂ.

dc-rmr

World Bank, mvaitlable errlimn at

7i .’S'm Tri H’Mﬂdﬂ H" f.?fmm. Memrmlr Gﬂ'ﬂh Dlmdkrmr harup.lr tn Kompas, Sepember 1, 2002
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In the near future, sharing of power and
resources between district/city and sub-
districtvillage (including other social
companents) should be accommodated in
the policy agenda Yet it is imporant (o
bear in mind that redistribution of human
resource 10 sub-district/village may have
to be performed hand in hand with other
policy adjustment such as increasing
echelon level.

Accountability Mechanisms and Local

Arrogances.

Decentralization has basically
mimmized, not to say eliminated, the
vertical accountability mechanism in
which the local povernments do not have
to report their policy and budget process
and implementation 1o the centmal
government.  Law  22/1999 does not
require local regulations to be approved
or acknowledged by central government
or superior local government.

In  addition, conceming financial
accountability system, Brodjonegoro”
prevails that the siate internal auditor
cannot audil local governments anymorne.
Every local government mow has their
internal anditor. Among local revenunes,
only on specific allocation graml central
povernment has some authority to do
monitoring and cvaluation. The local
governmenis that receive this type of
grant have to report to respective
ministries and ministry of finance. Other
types of revenue are local governments'

full authority in allocating the spending
needs, while central govermnment has
obligation 1o allocate the money but not
lo moniior or evaluate the use of the
money. Horizontal accountability
mechanism now plavs an important role
in monitoring and evaluation process
Local Representatives (DPRD) is now
the institution that has nghts 10 monitor
and evaluate the budgeting process and
budget implementation.

Having huge power, unfortunately, ofien
leads local governmenis Lo be arrogant. It
might be the reason why from the
beginning, expert such as Kimura® wamns
that regional autonomy may result in the
expansion of “local kingdom”. In this
case, there are two types of local egoism,
upward and downward egoism.

Upward egoism can be observed from
the unwillingness of many district/city
governments to comply with national and
superior rules. For instance, Indramayu
and Cilacap District persists 1o
implement Perda on oil processing tax
even though Ministry of Home Affairs
(MOHA) has canceled it Similary,
Cilacap, Gresik, and Cilegon District
involve in a conflict with Ministry of
Transportation and MOHA regarding
management of sea harbor,

Meanwhile, downward arrogances are
quite noticeable from the unwillingness
of many district/city to share their
power/resources  to other  local
orgamzations or local components.

&
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Although there is cmerging positive
awareness from local people, the role of
local government is still much more
domnant than that of prvate and
community sectors. As a result, public
participation never cmerges as real
participation of individuals, but merely
as  institutional  participation  oF
mobilization.
One of the consequences of local
arrogance is the difficulty o build a
harmonious coordination among different
level of govemnment, not 1o say conflict
them. In fact, according to
Hadiz'" there is a tension between
provincial level authorities and sub-
provincial authorities that no longer
believe that they should be accountable
1o those at the provincial level The
governors of North Sumatra and
Yogyakana, for example, have lamented
how the bupati under them have been

Considering such  situation, the
amendment of Law 22/1999 s
unavordable. One focuses of amendment
is on the new relationship and
distribution of functions between levels
of government. Besides, there are some

crucial issues such as the direct election
of the Heads of Region, the relationship
between DPRD and Heads of Region,
and financial and personnel issues.

Quandaries due 10 Echelonering system.

According to  Wasistiono'',  the
echelonering  policy was  imitially
implemented in 1977 in accordance with
the execution of the army dual function
policy. The system ran quite well with
the adoption of infegrated-personnel
sustem through Law 8/1974 jo. Law
43/1999. However, with the
implementation of Law 22/1999 (see
article 76), the personnel system is
altered to a separated system in which
local governments acquire the full rights
over the persennel but the source of
personnel financing still depends on the
central government. In this separated
the local government (internal rotation).
Sinmltaneously, horizontal  (inter-
regional) and- vertical mutation has
become very difficull 1o be instigated.
The highest echelon in District/City is
only T-a so that it is hard for a local
povernment official to acquire a higher
post.

In other cases, echelonering becomes an

obstacle for organization development in
the sub-district and village levels

i

H)

Vedi R Hadz, 2003, Decentralization and Democrocy tn Indonesia: A Critigue of Neo-Institutionalist
Ferspectivei, Working Papers Series No, 47, City University of Hong Kong: Southeast dna Research Centar
Available online af
Btincdowww gizafdm.or, i -] Moy

Soe Sach Wasimhone, 2003, Analizis Siitem Kepegawaign Dalam Ranglka Otenomi Dagrah Berdasarka

Ferapeliif Kehijakan dan Sixem Pemerintahon Doerah (dn Analyris on Personne! Mamagement of Loca
Governmen: A Policy Perspective), paper presented or “Workshop on Apparatus Empawermeni |

Implensenting Regional Autanomy ", LAN, Bandung, Elctober 3 Tri Widods W, Utomo, Mancermati Garala
Demokras Korupsi, in Kompas, September 10, 2002
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As widely known, decentralization policy
tnggers massive transfer of emplovees
from the central to the local institutions.
As a result distnct/city cncounters
surpluses of employees. Concurrently,
sub-distncts and villages still undergo
personnel deficits both quantitatively and
qualitatively. Having known this, some
part of personnel and hierarchical posts
of the district/city should be distributed
to the sub-district and village mstitutions,
This way also bears another problem, i.e
the low level of echelon posts at the sub-
district and village administration.
Consequently, the personnel structures
cannol be equally distributed. This might
even cause the swelling of organizations
at the district/city,

In  particular cases, echelonering
instigates unharmonions  relationships
among institutions at the district/city.
This may happen between District/City

Assistant and Heads of Service
Departments (Dinas), In this
circumstance, il becomes difficult for the
Digtrict/City  Secretary  Assistant  to
coordinate with Heads of Dinas (o
perform hisher duties becanse they have
equal rank echelon, 11-b.

Having recognized the three obstacles
above, it is necessary 1o eliminate the
echelonering svstem. In addition, the
personnel authority should be assigned to
the provincial level so that it opens wider
opportumity for mutations to take place
within the regional scope. If the
personnel state of affuirs fails to improve,

this will not only de-optimize human
resource polency in the region but this
may also become a latent problem for the
region to implement wide and continuous

regional autonomy,

Another problem conceming personnel
management  is  about transfer of
employee from central to local
governmenl. It is really a dilemmatic
situation. On the one hand, the number of
local employees has increased very
suddenty, so that local povernment
looses its capability even for paying
salary. That is the reason why local
governments are still depending highly
on subsidy (general allocation fund)
from central government. Furthermore,
the policies on personnel management
are sill in the hand of central
government (i.e. President)'’ In other
words, there is no real decentralization
on personmel matterss Tt merely
constitules a semi-decentralized
personnel management system instead.

On the other hand, disregarding the
process of employment transfer, the wotal
amount of central government officials is
still guite high. Around 1.6 million
public servanis (PNS-Pegawai Negeri
Sipily remains @ the central government
excluding military and national pelicy
members as well as those who serve in
SOEs or State Owned Enierprises
(BUMN-Badan Usaha Milik Negara), 1t
also means that the employment structure
between central and local level may have
to be readjusted in the future.

12

T—

Article |3 Law No. 4371999 concermng Amendimgnt of Low No. 81974 on the Ordindrice of the Ciwil Servic

Hipulates that the Crol Service mamagement policits encompas the decision am the morms, standards
Procedures, formations, appointments, civil serice resources quality development. trangfer, salory, allowarce,
weifare, discharge, rights, ebligahony, and leval satus. The Civil Service management policies rgferrad 1o in
elawie (1) are in the hangd of the President or the hoad of the Gowvermnnant.
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In consequence of such transfer,
problems are now beginning to emerge.
Discrepancies have been found between
the number of employees counted in the
inventories, and the figures released by
the National Agency of Civil Service
Administration (BKN). A study
conducted by SMERU (Newsletter No.
1/2001) in several provinces such as
West Sumatra, Central Java, East Java
and West Kalimantan discovered that the
data from the BEN reported a higher
number of employees, compared with the
data from the regional Bureaus. In can be
found, therefore, that policy on
emplovees transfer has, to same extent,
provoked the shape of phantom officials
or disgmise unemployment (pezawai
siluman) in the regions. Surely, this will
obstruct the efforis of improving local
governments’ productivity.

Problems of Institutionalization.

Local development policy often endures
changes, especially afier the new Head of
Repgion is elected Persomal interest or
vision of the newly elected official
frequently negates the already planned
development document and process. As a
result, the development program does not
run on the clear base of bloeprini or
prand  strategy.  In other  words,
development process proceeds partially
and periodically (5 years), and there i5 no
continuity between one period of
development programs and the following
one. This phenomenon  indicates the
weak role and position of bureaucracy
including stakeholders in the process of
development planning.

In the future, the institutionalization of
development policy should become the
main agenda for local governmenis by
generating  the potency of and
empowering all stakeholders such as high
education institutions, local business
actors, forums for social matters, NGOs,
professionals’  organizalions,  nass-
media, Chamber of Commerce and
Industry and cooperatives, and semi-
governmental  organizations in  the
process of development planning.
Middle-ranked siaffs need to be involved
in the consultation mechanism as parts of
the stakeholders as well.

The advantage of policy institutionali
zation is that a less-and-cheap
government may emerge 1o reduce the
cost in making a new development
planning, At the same time, consultation
mechanism may become the seedbed to
raise local democracy in the context of
stimulating a democratic infrastructure of

local governance.

Highly politicized Local Government

Since the implementation of Law
22/1999, symploms of politicized local
governments have become more and
more evident. Head of Region that used
to be called “public officers, has become
‘political officers’. Head of Region
during the implementation of Law
5/1974 was appoimted by central
government. This official was chosen
among three candidates proposed by
DPRD. This means there was an effort 10
integrate the local and central inferests

In the meantime, based on Law 22/1999,
Head of Region is appointed by DPRD.
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With the new system, the real political
authority moves from central government
to political parties  through  ther
representatives in DPRD. Political parties
hold influential roles in the process of the
appointment of the Head of Region.
Therefore, 11 15 common that durmg the
vote for a new Head of Region, practices
of lobbying, bargaining political barter,
and voie buying might occur. These may
become the root of cormiption and money
politics practices in the region.

Moreover, the position of the Regional
Secretary is not aside from particular
political imerests becanse referring 1o
article 61 Law 22/1999, the Regional
Secretary 15 appounted by the Head of
Region with the comsent of DPFRD. In
other words, one cannot hold the position
of Regional Secretary without the
endorsement of DPRD. This indicates
that DPRD has a vital role in the regional
bureapcratic system. In fact, the Regional
Secrelary is a purely career job position,
so that it should be free from political
fights among [ractions in DPRD.
Unconsciously, this leads bureaucracy to
political  sobordination  (fegisfarive
ascendancy),

In the democratic regimes, political
parties mndeed play important roles as a
medinm for political education as well as
medinm for catering public aspirations. It
would even be betier if they do not
deeply intervene executive affairs and
could maintain bureavcratic neutrality in
munning the govermmenl managemeni,
This has 10 be carcfully noted for the
future revision of Law 22/1999

Concluding Remarks

It is true that 1o some extent, govermmen
policy on  regional awtonomy  produces
negative impacts, but it 15 also correct that
local  governmeni  problem  duning
decentralization period are not simply the
result of this policy. In such a case, revising
law is actually an attempt to avoid the same
problems in the future. In other words, it is a
problem-based legal activity. Legal dmafiers
must comprehend the real situation and
dynamics of local government in the grass
root level. They also must clearly understand
people’s hopes as well as elites” visions of
building democratic and capable local
governmient, Lacking of such requirements
will only set local government and its citizens
as a political pame and administrative
experiment of certain imterest groups. The
revision of Law 22/1999 is indeed essential,
but the capacity and dedication of the legal
drafiers to revise it truthfully is much more
imperative
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