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THE IMPLEMENTATION OF THE URBAN INFRASTRUCTURE
DEVELOPMENT PROGRAM IN INDONESIA IN AN ERA OF REFORM

Ichsan

ﬁhtﬂd:dﬁ:rlhemaﬂmﬂﬂquhhﬂfﬂﬂﬂmwrn{ndbylmﬂa
32/2004) and Law No. 25/1999 (later revised by Law No. 33/2004), district
Wmmmmmmmmmﬂmmﬂuk
whrbmbgﬁmmlw#hummﬂﬂmrhmw. In addition,
MWWMMWwMMMMMH
the program. fnﬂmmmwmwmmmmu
Wﬁwm&.wm#mwhm&

the local level). Mma#uimmmmm:nﬂﬂmﬂrhubjmqth
wmwmlwmmrhmwhmmmwn
Memﬂmlmlmﬂrmemmmpdehwhﬂu
organizational structure of the urban infrastructure development program at the
district levels managed to achieve the policy goals. This study finds that in general
the goals of the urban infrastructure development program at the central government
Fhﬂmmww#ﬂmrdthcﬂmidgwmmemlml This incongruence is
m@krummrmmmwmwwmmm
infrastructure development program in line with their capacities. Moreover, most
Mawmmmwmwrwwwumm
who have poor natural resources have serious difficulties in financing the wrban
infrastructure development program.

Keywords: urban infrastructure development, goal congruence, principal-agent
relations,
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INTRODUCTION
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the local gets 80%.
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has implemented numerous programs in all aspects of development. In the provision
of urban services, the Indonesian govemment initiated the Integrated Urban
Infrastructure Development Program (IUIDP) in the 1980s, This program was
designed to give greater responsibility to local governments in executing the urban
infrastructure development program. Aside from supporting decentralization policies,
ﬂamnﬂernffml,ihlsgmgmmmlaunchedduumﬁmmmmindﬂdmr
considerations (Rukmana et al., 1993). After oil pﬁmfeﬂinﬂni?sﬂs,memmﬂ
pmm;mmmmmmmm&mwmmsm
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then the participation of local governments, especially in the budgeting, planning,

and maintenance of this program, has been an inevitable choice.

After the enactment of Laws No. 32/2004 and 33/2004, the implementation of
the urban infrastructure development program has been geared to the principles of the
lawe, Undér thé new diban infrastriciuré devélopiment approachiés, il is hoped that
district govemments will have determinant power fo prepare and execute public
works urban infrastructure without comtrol and intervention from the central
government. District govemments are also demanded to mainly rely on their own
financial capacity in the program. In other words, the devolution approach where
services are to be provided fully under the sutonomous authority of district
pummumuﬂynppﬁdhrqdmuhunn—dmmmnnwuﬂ[m

determines the technical direction) and the deconcetration
qpmch{whunhmﬂdpvumﬂpmmdulhmﬁnmghnﬂhunfﬂn
ministries located at the local level).

Given that, it is interesting to examine to what extent that the objectives of the
urban infrastructure development program at the district levels are congruent with
those at the national level under the new decentralization policies and how is the
organizational structure of the urban infrastructure development program at the
wmmmmmmmhmmmw
context, these issues are essential. Implementation scholars advise that congruence
between the formal policy goals and the operative goals may be a precondition for the
achievement of policy objectives. Meanwhile goal congruence is considered difficult
to be achieved in complex implementation contexts (Meyers, et. al., 2001).

This paper will examine several aspects pertinent to the implementation of
mmmmmmmﬁ:ummmufmm
32/2004 and 33/2004, It will pose the following
1. What is the extent of congruence between the goals of the urban infrastruciure

development program at the central government level and those at the district
level?

2. To what extent does the complexity of the implementation structures of the urban
infrastructure development program affect the realization of the formal goals of
the urban infrastructure development program?

To answer these questions, this study will be informed by theories that deal
with challenges of decentralization. It will then look at the implementation of the
urban infrastructure development program after the stipulation of Laws No. 32/2004
and 33/2004. After that, it will specifically analyze the extent to which the national
goals of the urban infrastructure development program fit with the district goals of the
urban infrastructure development program as well as examine the institutional context .
of the urban infrastructure development program. This paper concludes with some
recommendations for the implementation of the urban infrastructure development
program in the future.
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LITERATURE REVIEW

Decentralization Policies

ﬁlﬁng:(hﬂﬂu,:ﬂﬂi}mﬂﬂm@ﬂm&wuﬁmwﬂh:
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aspirations and needs. Decentralization also allows local govenments to have
ﬁmﬁmmmmmmwm&dﬂmmmm
hﬂiﬁnﬁmﬂ:ﬁ‘mhmmmmgihmﬁsulmndi&nnhhacmﬂlgommt
{bywmﬁngmfmﬂrmﬂgwmmt'sbudgeﬂmdthegrm;mmyuf
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Inmemmmﬂlhepmisimufurhmmmq.i, states that
dmmnﬁmﬁwmmb:mmtdhymuﬂmnﬁﬁmﬁw,hﬂlgnm
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must be provided with capable human resources in the urban service sector. The
quality of local human resources can gradually be enhanced through education and
training. Second, local governments should have financial capacities to absorb the
additional responsibilities. Local governments have no choice but generating local
revénués o Supporl dévelopménl in théir aréas from Various solircés (mafural
resources, tax, user charges, efc). Third, there must be the ability to establish an
institutional system capable of providing urban services effectively. In this case, the
system should uphold transparency and accountability principles that minimize
corruption, collusion, and nepotism practices.

From a broader perspective, the effectiveness of decentralization policies can
be measured from the compatibility of goals between multi tiers in an organization
and the level of working relations between policy officials and implementing
agencies. Here Meyers, et. al.’s (2001) concepts of achieving goal congruence and
Worsham and Gatrell's (2005) signaling approach to the principal-agent relations can
be adopted as conditions or criteria for achieving advantages of decentralization

policies.

Meyers et. al.’s concepts (2001) analyze the policy goal context and the
institutional context in policy implementation. This concept is based on the '
that the achievement of policy objectives can be determined by congruence between
the formal goals of policy officials and the operative goals of implementing agencies.
Goal congruence itself will be relatively easy to accomplish if the policy goals are
clear and organizational structure executing the policy is less complex and less
fragmented. The less centralized and the more organizations are involved in
implementation the more difficult goal congruence to achieve.

Meanwhile, Worsham and Gatrell (2005) suggest that communication links
bﬁwmmmoﬂqnmmls)mdﬂwmrwnm]mm
elements of the principal-agent relationship determining the achievement of principal
goals. Agency theory, as developed in micro-economics and transaction economics,
explains that agents pursue goals that may coincide with those decided by principals
due to the difference of the interests and incentives between agents and principals
Wmhmmdﬂmdl.m

- Both Meyers, et, and Worsham and Gatrell’s concepts
mphmeuhnyﬁmchummhgbtufpohqrmphmmhm,ﬂcymct.alsﬂmq
stresses the importance of policy and operative goals congruence and that the
institutional context is a determinant element in attaining goal congruence. Here
Worsham and Gatrell's theory propose communication between policy officials
(principals) and implementing agencies (agents) so that the agencies fully understand
the policy goals which in tum lead them to be more responsible for the goal
achievement. As such, this theory can be considered as another element to support
goal congruence.

In the next part, | will describe further Meyers, et. al.’s goal congruent concepts and
thewmniwsuguhngwmﬂnmgmm%
my aims are to examine the extent of goal congruence and institutional
conditions and how communications links need to be put into place to hold the agents
accountable for the policy goals.
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Goal Congruence Concepts and the Signaling Approach to the Principal-Agent

:

Goal congruence concepts
Wmmmhhm&pﬁupﬁnﬁmh

sonfigent ipon their clesr missions and goals (R néy, 1991: Rainéy drid Steinbauies,

IMM]H!;EM&&M&MMWWMM

encouraging
m&wm::dm. 1999; Witt, 1998; Golden 1990;
Bah,lmnmmdw,lm;hmﬂ.d,mﬂll
‘Eﬁﬁmdmpuﬁqi:nplmhﬁmuu&:,gmlduiqinhnaﬁpmnm
factor for policy achievement With their top-down approach, Mazmanian and
M(l%hmnﬂ,ﬂlﬂm“ﬁqﬁ:hnm
ﬂﬂrmwﬂmwmﬂmermdmbwm
mmmmnﬂmmmmuw
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LW.IMMIMMIW;hM&d,MI).
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poﬁﬁaljnﬁmﬁaim(sr‘(p.ﬂﬁ}mdopcmﬁvegmhmdeﬂmdm“lhem
against which smﬂ'mnnbmiﬂge.mdmjﬁgud,withmdtupmfmm”

_ . organizations
mmmmmmmmg@mmwmﬂm
institutional complexity is shown in table 1.



Ichsan, The Implementation of the Urban Infrastructure...... 141

Tablel: Contextual Factors that Influence Goal Congruence

Policy Goal Complexity
Low High
consistent and stable policy inconsistent and/or shifting
goals policy goals
Cidé 1l Cise 4
E E% -Unambiguous goals -Ambiguous goals
-Simple or highly integrated | -Simple or highly integrated

institutional system institutional system

Complexity

-8 g Case2 Case 3
ﬁié <Unambiguous goals -Ambiguous goals

E

1

-Complex or fragmented -Complex or fragmented
institutional system institutioral systém

Source: Meyers, et. al., 2001 (p. 175)

The above table shows 4 possible conditions of the relations between policy

goal complexity and institutional complexity. Firsthluwcnmpl:mtympolwygmls
and low complexity in institutional arrangemenits (case 1). Second is low complexity
in policy goals and greater institutional complexity (case 2). Third is high complexity
in policy goals and high levels of institutional complexity (case 3). Fourth is high
complexity in policy goals and low levels of institutional complexity (case 4).

In the case of high complexity in policy goals (cases 3 and 4) where formal
policy goals and operative goals are incongruent, it is critical for policy officials to .
undertake intensive communication with personnel of the implementing agency that
enables the personnel to clearly know the policy goals (Meyers, et. al., 2001).
According to Meyers, et. al,, clear agency mission and goals can make an agency’s
personnel more innovative, more satisfied, and more productive in their work.
Meanwhile, low institutional complexity in overcoming the issues will be an
advantage.
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In the case of high levels of institutional complexity (cases 2 and 3) where
multiple agencies are involved in policy goal achievement, Meyers, et. al., suggest
that rationalizing organizational systems could reduce the uncoupling of operative
goals, In addition, coordination among related agencies is also a crucial issue that
néeds fo bé strengtliened.

According to Brinkerhoff and Crosby (2002), less coordination among related
actors in policy implementation will create friction and conflict in achieving the
policy ives. They offer three types of coordination: information-sharing,
resource sharing, and joint action. These types of coordination can be adopted in
that one agency lets other agencies know what it is doing conceming the issues
or setting up information units, Resource sharing means that one agency shares its
resources to others. The resources include such as personnel, contracts, and funds.
Joint action can take place in various forms: planning, data gathering, monitoring,
and supervision of related program or activities.

The signaling approach to the principal-agent relations

According to Worsham and Gatrell (2005), communications between
principals (policy officials) and their agents (implementing agencies) often resemble
a signaling process where potential principals indicate their interest in policy matters
through various venues. The signaling model is associated with the communication
links between principals and agents in which principals convey their expectation
about what agents should do to meet policy goals they desire. This model derives
by considering related factors in the larger environment where they operate (Meir,
1993: Rourke, 1984; in Worsham and Gatrell, 2005). In this situation, agency
personnel need to pay considerable attention to any signs in the environment that

With regard to the venues, they include media attention, congressional
pronouncements. The more intensive the policy is conveyed through the venues, the
more chance agents ascertain, support, and implement the policy. Worsham and
Gatrell (2005) propose several ways to measure how intensive policy officials use the
venues. First is media attention that can be measured by the number of storics
reported by media pertinent to the related policy arca. Second is congressional
discussions including remarks of congress members measured by the number of
entries embodied in the Congressional Record dealing with the policy, the
introduction of legislation measured by the number of public bills dealing with the
policy, and the attempt to put the relevant issue on the decision agenda measured by
the number of hearings dealing with the policy. Third are institutional factors
covering the extent of party control on the executive and Congress measured by
whether these institutions are fully controlled by a certain party, performance
committee staff measured by the number of committee staff in both the House and
Senate, and rulemaking activity measured by the number of entries in the relevant
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Policy Background: the Implementation of the Urban Infrastructure
Development

1. District governments are now fully responsible for urban infrastructure
development in their areas (in terms of planning, budgeting, implementation, and
evaluation). In the past, most urban services were provided under co-
administration and deconcentration approaches. Co-administration refers to a
situation where services are to be exccuted by the local governments under the
technical direction of the central ministries. Deconcentration is associated with a
situation where services are provided directly by the central government agencies,
normally through offices of the ministries located at the local level.

Provincial governments have authority over-cross district governments and
specific functions that cannot be carried out by district govemnments.

N
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T

District governments have authority to establish any agencies in connection with
provision of urban services in its jurisdictional matters.

The relationship between province and district is not hierarchical anymore but
oaly coordinative. However, the governor on behalf of central government guides
and supervises district governménts,

The Local Parliament (DPRD) is separated from the Jocal government. In the
past, it was part of the local government.

The Local Parliament elects Governor and Vice Governor, Head of District and
Vice of Head of District, and Mayor and Vice Mayor (currently they are directly
elected by the community members). Previously, candidates for Head of District
and Mayor needed approval from the central government, while candidates for
Governor needed approval from the President.

The Govemnor, Head of District, and Mayor are responsible for the Local
Parliament.

The Govemor, Head of District, Mayor, and Local Parliament decide on the local
budget. Previously, the central government had this authority.

At least 25% of domestic revenues in the national budget have to be allocated for
general allocation funds (10% is for provinces and 90% for districts). Previously,
the amount was less than 18%. The distribution of general allocation funds for
provinces and districts is based on a formmla with variables among others,
population, area, income, natural resources, and human resources.

10. The sharing for non-oil and gas (forestry, mining, and fisheries) is 20% for the

central government and 80% for the local government. For oil, 85% for the
central and 15% for the local. Meanwhile for natural gas, 70% for the central and
30% for the local. Regarding property tax, 10% for the central and 90% for the
local, while for transfer of land and building excises, the central gets 20% and the
local gets 80%.

Decentralization policy goals and urban infrastructure

development goals
Specifically, the new decentralization policies had the following objectives

[smm et. al., 2003):

. Preventing disintegration

The deep discontent in Indonesia over the authoritarian and centralistic nature of
the Socharto’s regime led to a separatist sentiment among local governments. The
sentiment was strong in natural resource rich regions, such as Aceh, Papua, Riau,
practiced for a long time in the Socharto’s regime. This was because local
aspirations and wisdom had been neglected.

Promoting democratization

Democracy became the main agenda in Indonesia after more than three decades
this country in the authoritarian system. The new government had no choice but
to change the government system to be more democratic to maintain its viability.
Among the most important changes was that the Local Parliament elected the
Govemor and Vice Govemnor. Previously, candidates for Governor were approved
by the President.
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3. Providing for Division of Labor
The economic crisis that started hitting Indonesia in 1997 paralyzed all of the
government structures. The central government suffered the worst. Fiscal
decentralization was an inevitable choice to reduce the financial burden of the

As a consequence of fhe enactment of the new decentralization policies, some
objectives of the urban infrastructure development program have changed (Guess,

2005; Satriyo, et. al., 2003; Schroeder, 2003). From the perspective of the central

government, it can be concluded that the main objectives of the urban infrastructure

development program are now as follows:

1. To give full power to local governments in preparing, implementing, monitoring,

and evaluating the public works urban infrastructure development program in line
with the local povernment institutional and human resource capacity.

2. To reduce significantly the dependence of local governments on the central
government in terms of financing the urban infrastructure development program,
by giving local governments additional sharing for natural resources, property tax,
and land and building excises in their jurisdictions, and by giving discretion for
local governments to expand resources.

3. To increase the efficiency of fund utilization through the avoidance of
overlapping activities among associated agencies involved in the wban
infrastructure development program.

4. To increase the effectiveness of the provision of urban services by providing a
wide opportunity for local government levels to formulate Jocal priorities and to
&dmmﬂ:ﬂmﬂhmlm

In general, district governments understand objectives 3 and 4 as intended by

the central government. However, objectives | and 2 seem to be interpreted in a

different way as follows (Guess, 2005; Satriyo, et. al., 2003; Schroeder, 2003):

1. District governnments have full authority to prepare, implement, monitor and
evaluate the urban infrastructure development program in their jurisdictions
(without putting stress on their institutional and human resource capacity).

This goal interpretation contributes to problems such as high corruption,
collusion, and nepotism practices in the implementation of the wurban
infrastructure development program in the disirict government level. This

also results in the lack of the district governments” attention to their

I:Iltﬁ]lm
hmmmkwhmmnﬂymmcmmdmﬂm

2. mmmmmmmammﬁm
the source of additional sharing for natural resources, property tax, and land and
building excises in their jurisdictions (without putting stress on efforts to expand
their own resources). '

This goal interpretation tends 1o lead district governments with poor natural
resources and low revenue sharing from taxes and excises to have a limited budget
in financing their urban infrastructure development program. They seem to rely on
this revenue sharing very much and ignore the improvement of their other
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mwmq‘mnﬂmw
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infrastrictire developmient program. First i§ the cenfralized instifiifional strucfure
mmmmmmmmmmwmmm

Division, and the Water Resources Development Division. The District Public Works
Office is nmwmmwwhmw

mﬂﬁtwﬂﬁnﬂﬁnmmw
Program in an Era of Reform from the Perspective Goal Congruence Concepts

To examine the implementation of the urban infrastructure development
mhmmdnfm[m&mﬁhmﬂmlmmﬂSW],
Iﬂﬂmai’sﬂwmmmmm
mﬂﬂmm&p&ynﬁw&mmlﬂh'mﬂumdw
omgtmbﬂmthcfmmlgmlsufpdicrnfﬁchhmdtheopﬂaﬁwgudsofﬁm
s " : -

Goal congruence relies on two factors: the clarity and complexity of policy
goals. From the clarity standpoint, the authors, supported by research of
the uncoupling of policy and operative goals. With regard to the complexity of policy
goals, the authors refer to the number and integration of implementing organizations
responsible for the policy goal achievement.

Bﬂuwmthemlymiﬂumﬂwmbumt&gmﬂsnfﬁu
mmﬁﬁﬂhmmﬂhnmﬂpmm&mdﬁu
guﬂsufthewhnhﬁﬂruﬁntdmhpmﬁmﬂﬂwﬁﬂiﬂknhumﬂm

m.ﬁfmgmhofﬂmmhﬂmmwh;muﬁm.oﬂy
mmwsSmdﬂindimﬂﬁﬂnfmnlpuhmwiﬂi
npunﬁvegoala.ltiammﬂonedinthﬁegualsihﬂurbminfmm

aims to increase the efficiency of fund utilization through the
avoidance of overlapping activities among associated agencies involved in urban
inﬁumm:dnmlnpmnu(auﬂnmaddiﬁmmﬁ:ﬁasmmmdmhm
also aims to increase the effectivencss of the provision of urban services by
pmﬁlﬁuunwﬂ#uppuh:ﬁwfotlmﬂgwmmlsmfmmum:m
mhﬁﬁﬁmdmﬁmmmwhﬂlmds{gmlﬂmm
two goals (goals 1 and 2) are incongruent.
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For goal 1, the difference rests on the ignorance of district governments towards a
suggested precondition to have full authority in preparing, implementing,
mﬂwmm&mmmgmm
infrastructure development activities should be in line with the local

capacity. For goal 2, distriet govérmmeénts ténd o focis on getting Minds in
financing the urban infrastructure development program from additional sharing
for natural resources, property tax, and land and building excises in their
jurisdictions and ignore efforts to expand their resources.

2. The extent of the complexity of the implementation structures affecting the
realization of the formal goals of the urban infrastructure development program.
As stated earlier, there are two types of institutional structures used by the district
governments in implementing urban infrastructure development: the centralized
institutional structure and the fragmented institutional structure. District
governments that use the first structure (all related agencies under the District
Public Works Office) tend to have a strong coordination among agencies enabling
the goals of the urban infrastructure development program to be relatively easy to
achieve. On the other hand, those that use the fragmented institutional structure
where each of related agencies is independent tend to have a weak coordination.
This will potentially make it difficult for the latter district government to achieve
the goals of the urban infrastrocture development program.

Borrowing Meyers, et., al’s concepts, two conditions are being faced as a

consequence of the relationship between goal complexity and institutional complexity

in the context of the implementation of the urban infrastructure development program
in Indonesia. First is the case of high levels of goal complexity and high levels of
institutional complexity (Group A). This case is associated with district governments
that have the fragmented institutional structure in implementing urban infrastructure
development. Second is the case of high levels of goal complexity and low levels of
institutional complexity (Group B). This case relates to district governments that have
the centralized institutional structure. The relationship between the goal complexity
and the institutional complexity in the context of the implementation of the urban
infrastructure development program is shown in table 3.
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Table 3: Contextual Factors that Influence Goal Congruence in the
Implementation of the Urban Infrastructure Development
Program in

Indonesian
Goal Complexity
Low High
policy goals
Group B
- The goals of the urban infrastructure

development program at the district level are
incongruent with those at the central government
level

tightly coupled

Low
systom

-All agencies involved in the implementation of
the urban infrastructure development program at
the district level are centralized under the District
Public Works Office

Group A

Institutional:Complexity

-The goals of te urban infrastructure development
program at the district Jevel are incongruent with
those at the central government level

High
Multiple agencies in loosely single agency or

- Agencies involved in the implementation of the
urban infrastructure development program at the
district level are fragmented (not coordinated in
one office)

coupled system

CONCLUSION AND RECOMMENDATIONS

It can be concluded that in general the goals of the urban infrastructure
dﬂdwmmmcmﬁﬂguwmmmﬂwﬂminmgmmtﬁthtbnnﬂﬂm
mwmmmhmMummmm
mmmwmmmmm&em
mmmﬁ,mmmmwww&&
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financial resources. Therefore, those who have poor natural resources have serious
difficulties in financing urban infrastmcture development.

Given the above facts, below are some recommendations to improve the
implementation of the urban infrastructure development program at the district level
in the future:

1. Since in many districts, the formal goals and operative goals of the wrban

wmmmm!nmﬂhmm
government officials to undertake intensive communication with related
implementing agencies at the district government level that enable the agencies to

clearly know the goals of the urban infrastructure development program.
2. It seems that district governments that have the fragmented institutional structure
in dealing with the implementation of the urban infrastructure development
need to consider the centralized structure where all related agencies are

coordinated under the District Public Works Office. This will result in a more
synergic and integrated implementation of the urban infrastructure development

program.

3. It is urgent for district govemments to improve their human resources
immediately to be truly ready in managing urban infrastructure development in
their areas. In this case, they need to train more prospective urban managers,
public works managers, and professionals, for degree and non-degree programs.

4. In line with the funding of the wban infrastructure development program, local
governments that have poor natural resources and don’t have enough other
financial-owned sources, have to be careful. Laws 32 and 33/2004 basically tend
to benefit those that have rich natural resources, because the revenue sharing they
get will increase. Surely, the poor local governments should work hard to improve
their capacities in improving financial resources for development. The capacities
can be upgraded through such efforts as the improvement of the Local Water
Supply Enterprises’ management, and reforms of local taxes and user charges.
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