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Abstract: Development plan alignment of local and national development plan has become an
important issue for developing countries not only for unitary state, but also for federal state. The
objectives of this study are to compare agency problems faced by Indonesia and Malaysia in
aligning development plan and to critically review Indonesiaand Malaysiapoliciesto address such
problemsin order to ensure development plan alignment. Research method used in this study was
comparative case study — analyzing the agency problems of development plan alignment of two
countries — Indonesiaand Malaysia. It is found from this study that the degree of agency problem
in development plan alignment in Indonesiaiis higher than that in Malaysia. The design of decen-
tralization in Malaysia is more centralized than that in Indonesia, particularly in three aspects:
organizational design of development planning agencies, mechanism and process of devel opment
planning, and budgeting system (inter-government financia transfer). These three aspects have
significant contribution to the agency problems. The research finding suggest that to achieve the
alignment of local development plan with national development plan in Indonesia, government
should redesign the organizationa development planning organization, improve mechanism and
process of local development planning and integrate planning control into Bappenas, and consider
the degree of alignment in allocating financial transfer to local government.

Keywords: Agency Problem, decentralization, Development Planning, Development Plan Align-

ment, Federal state.

Administrative system of astate, whether
federa or unitary, isdividedinto severd levels. In-
donesian adminigtrative system which gppliesuni-
tary system comprisesthreelevels. centra govern-
ment, provincial government, and regency/city gov-
ernment. Mdaydanadminidrativesysemisdivided
intothreelevels. federal government, stategovern-
ment andlocd government. Generdly, fromtheleve
of administrative system point of view, acascade of
development plan can beidentified. Nationa devel-
opment plan formulated by federal or central gov-
ernmentisbrokeninto stateor provincelevd. Based
onthisprinciple, sateor provincegovernmentshave
toaignther development plan with nationa devel-
opment plan.

Deve opment plan hasbeenthetopic of pre-
vious researchers. Mohamed and Appalanaidu
(1998 : 610) and Yaakup and Sulaiman (no
year)' sudiesfocused ontheinformation systemsfor
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development planningin Malaysia. Omar and Leh,
(2009:30-36) anayzed public participationin de-
velopment planning process, particularly Kuala
Lumpur Structure Plan 2020. Nong (1986:28) con-
ducted comparative research on the effectiveness
of Municipalitiesaslocal planning authoritiesin
Malaysa Littleattention hasbeen paidtothede-
velopment planaignment, particularly local devel-
opment planwith nationa development plan. Even,
there has been very limited research on thetopic
that empl oyed cross-country comparative approach.

Even though many studiesfocused onfed-
erd-staterelationship, e,g, federalismand conflicts
over principaship (Josselin, 2004:282), accountabil-
ity problemsunder partial decentralization (Joanis,
2009:2), palitica economy of Madaysanfederdism
(Jomo & Hui, 2003:441-456), thereisvery rare
study which hasanayzed agency problem. With ref-
erenceto deficiencies of previousresearch, what
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remainsto be studied ishow agency problem and
towhat extent policieshave affected the alignment
of local development plan.

Development Plan Alignment refersto the
degreeand the extent state/ provincia development
plansrefer to and are consistent with national de-
velopment plan so state/province contribution to
national devel opment performance can beidentified
in order to ensurethe attainment of national devel-
opment goas. Thedignment idealissueisbased on
thelogical implication of cascading system. State/
province devel opment planisanintegrated part of
national development plan. Itisnot surprising that
development plandignment, particularly fromlevel
of administrative government perspective, hasbe-
comeanimportanceissuefor devel oping countries.

To addresstheissue of devel opment plan
alignment, devel oping countries haveintroduced
policiesand measuresincluding ingtitutional aspect,
mechanism and process aspect, and budgeting as-
pects. Unfortunately, devel oping countriesincluding
Indonesia, have been facing development planaign-
ment problems. Theaignment of local devel opment
plan should meet with nationa development planand
itisarequirement for achieving national devel op-
ment goals. Even though development plan align-
ment isnot asmplematter, it isnecessary to ensure
thedignment.

Thisstudy areto compare agency problems
faced by Indonesaand Mdaysiainaigning devel-
opment plan andto critically review Indonesiaand
Malaysiapoliciesto address such problemsin or-
der toensuredeve opment plandignment. Twomain
guestions addressed in this study are (1) to what
extent do agency problemsfaced by Indonesiacom-
paredto Maaysiain development planning?and (2)
towhat extent do the effectivenessof policiesimple-
mented by Indonesiaand Malaysiain solving such
agency problems?Threepoliciesinvolvedinthelat-
ter question areinstitutional policy (development
planning agency), mechanism and processof devel-
opment planning policy, andinter-government finan-
cia transfer policy.

Decentralization in Federalism and Unitary System
According to Gamper (2005:1299), itis
sometimesdifficult to understand theterminol ogy of
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federaism becausethemeaning differsaccording to
the perspectivesof constitutional law, political sci-
ence or economics. Furthermore, Gamper states
“dl theoriesagreethat federalismisaprinciplethat
appliesto systems consisting of at |east two con-
stituent partsthat are not wholly independent but
together formthesystem asawhole. Itimpliesthat
federalism combinesthe principlesof unity and di-
versity (“concordantia discors”)”.

Boucher and Migue (as cited in Sharma,
2003:173) argued that “federalismisdecentraliza-
tion”. Infederalism, centraizationisseenbasically
ashegativepolicy measure. Moreover, federalism
has been regarded as* acritical theoretical compo-
nent of decentralism”. Thus, suchideashaverein-
forced thefederal -decentraized versusunitary-cen-
tralized dichotomy. Theideaof federalismindicates
that thereisdistribution and del egation of authority
to congtituent unitsor “ sub-national government”.
Thisiswhy, asGamper (2005:1300) stated, “there
are the principlesof co-ordination, co-operation
and subsidiarity, three principles in federalism.
Subsidiarity givesan additional valueto the prin-
cipleof federalismin sofar aspowersshould not be
just shared between variouslevels, but be shared
according tothecriteriaof efficiency, suitability and
interest”.

Delegation of authority, development plan-
ning, and Agency Problems

Decentrdization policy, bothinfedera and
unitary state, whether interm of politics (devolu-
tion) or management, refersto the concept of del-
egation of authority from federal or central govern-
ment to local government. According to Lupia
(2001.:1), delegation occurswhen some peopleor
organization ask othersto perform taskson their
behaf. Governmentsusedelegationtoincreasethe
range of servicesthat they can provide. With del-
egation, by contrast, national governments can ad-
dressawiderangeof socid issuessmultaneoudly.

According to Jones(2007:95), “ subunit ori-
entation” isoneof challengesin decentralization.
Thereisatendency to view one'sroleintheorgani-
zaion grictly fromthe perspectiveof thetimeframe,
goals, and interpersonal orientations of one'ssub-
unit. Therefore, integrationisimportant idea. Inte-
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grationisthe process of coordinating varioustasks,
functions, and divisions so that they work together
and not at cross-purpose. Intermsof decentraliza
tion, there are at | east two types of coordination:
vertica coordination amongtiersof government and
horizontal coordination among the states (Spahn,
2009:5).

Asdescribed earlier that the principle of
subsdiarity indecentrdizationimpliesthat thereisa
hierarchy, what Jones (2007:93) cal asverticd dif-
ferentiation. Regardlessof thegovernment system
(federdismor unitary), according to the principle of
subsdiarity, statesor provinces are subordinate of
federd or central government. Therefore, asa® sub-
sidiary”, statesor provinces haveto follow federal
or central government as* headquarter.” In other
words, satesor provinces goasand activitiesmust
beinlinewith federd or centra government’sinter-
ests. Theprincipleof subsidiarity asoimpliesthat
authorities of states or province government are
delegated by federa or central government.

Authority isthe power to hold subordinates
accountablefor their actionsandtoinfluencedirectly
what they do and how they do it (Jones, 2007:92).
Based onthisdefinition, federal or central govern-
ment del egatesto states or provincesthelegal au-
thority and responsibility to usethe organization’'s
resourcesto create value and meet national goals.
Furthermore, agency relationship ariseswhenever
one person (principal) del egates decision-making
authority or control over resourcesto another (the
agent).

Theclassical principal-agent relationship
derived from the rel ationship between ownership
and“managership” inlargefirms. AccordingtoLin
& Hsu (2000:5), hired to provide the servicethat
the principal required, the manager (agent) enjoys
expertiseandinformation advantagewhiletheowner
do not. However, the concept of “principal” and
“agent” intheagency theory variesacrosscases. In
the case of the politicsof Taiwan and Main Land
China, Lin & Hsu (2000:5) positioned society as
principa and government asagent.

Eisenhardt (as cited in Mathieu, 1997:1)
argued that in every del egation thereisagency prob-
lem potentid, i.e. peopleor ingtitutionswho receive
delegated power or authority (agent) do not act ac-
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cording to theinterest of peopleor ingtitutionswho
givedelegated authority (principal). Therearetwo
kinds of agency problem: adverse selection and
mord hazard.

Inthecontext of devel opment planning, fed-
erd or centra government delegateauthority of plan-
ningtoloca governmentswhilerequiringthemto
aignther development planwith national develop-
ment plan. Relating to this principle, Usui &
Aligahbana(2004:87) arguedthat :
Decentrdization, by itsnature, givesthehighest pri-
ority to local government to respond to local de-
mands. At thesametime, local development plans
need to be consi stent with those on provincia and
central governments. However, even with decen-
trdizationfully in place, somed ementsof top-down
intervention are needed to ensure the priority of
higher levelsof government isconsidered a thelo-
cd level.

Thedanger of delegation isthat the people
to whom power isdelegated will abuse the power
they receive (Lupia, 2001:2). Jones(2007:39) ar-
gued that in delegating authority to managersan
agency problem arises. Agency problemisaprob-
lemindetermining managerid accountability. Lupia
(2001:3) introduced the term of agency loss. Ac-
cordingtoLupia
Agency lossisthe difference between the conse-
guencesof delegation for the principal and the best
possible consequence. Agency lossiszerowhen
the agent takes actionsthat are entirely consistent
with theprincipa’sinterests. Asthe agent’sactions
divergefromthe principa’sinterests, agency loss
increases. When the agent doesthingsthat are bad
for theprincipal, agency lossishigh.
Lupia(2001:4) founded that agency lossismini-
mized whentwo statementsaretrue: (1) theprinci-
pal and agent share common interests — theprin-
cipa and agent desire the same outcomes, and (2)
the principal is knowledgeable about the conse-
guences of the agent’ sactivities— principalsknow
enough about their agents' actions to determine
whether or not these actions servetheir interests.
Jones (2007:40) argued that in agency theory, the
central issueisto overcometheagency problem by
using governance mechanism, or formsof control
that digntheinterest of principa and aagent sothat
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both parties havetheincentiveto work together to
maximize organizational effectiveness. Further, in
the context of private/bus nessorganization, theprin-
cipa rolesare: (1) to monitor top managers activi-
ties, (2) to question their decision making and strat-
egies, and (3) intervene, when necessary. Research
also suggested that reinforce and develop the
organi zation'scodeof ethicsareimportant measures
to prevent abuses of power.

Thenext $epinsolving theagency problem
istofindtheright set of incentivesto digntheinter-
est of managersand shareholders. Inthe context of
private/busi ness organization, Jones (2007:40) ar-
gued that themost effectiveway of digninginterests
between management and sharehol dersisto make
managers rewards contingent on the outcomes of
thelr decisions, that is, contingent on organizationa
performance. With adaptation and adjustment, these
gpproachesmay a so rel evant to solve agency prob-
lemsin public sector, particularly inthe case of de-
velopment plandignment.

According to Jones (2007:96-99), thereare
six mechanismsto achieve integration and align-
ment inan organization: (1) hierarchy of authority —
aranking of employeesintegratesby specifyingwho
report towhom, (2) direct contact —managers meet
facetoface (between peoplein different subunits)
to coordinateactivities, (3) liaisonroles—aspecific
manager isgivenresponsbility for coordinaingwith
managersfrom other subunitson behalf of hisor her
subunit, (4) task force - managers meet in tempo-
rary committeesto coordinate cross-functional ac-
tivitiesand one person from each functionjoinsa
task force, (5) team —managersmeet regularly in
permanent committeesto coordinate activities, and
(6) integrating role or department —a new role or
department is created to coordinate activities of
functionsor divison.

Asmentioned earlier, theideaof balancing
the contrasting forces of centralization and decen-
trdizationarecentrd to bothfedera and unitary date.
According toWildasin (ascited in Sharma, 2003,
p.176), “theright degree of decentraization depends
onwhat it isweare considering decentralizing and
ontheparticular economic, historical, political and
other circumstanceswithinwhich decentrdizationis
contemplated. Thecrucia issueistoidentify which
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leve of decentrdizationisappropriatefor each kind
of activity”.

METHOD

This paper based on comparative-case
study under the constructive paradigm. It focuses
ontheaignment of Five-Year plan of Province of
Jakarta, Indonesia and State of Johor, Malaysia
development planwith Five-Year National Devel-
opment Plan. Even though this paper used library
research, dataare al so collected through conduct-
inginterview with officidsof severd inditutionswho
areresponsiblefor or related to planning process
and aignment. In Malaysiacase, information was
collected from Economic Planning Unit (EPU),
MaaysanAdministrative M odernizationand Man-
agement Planning Unit (MAMPU), and Johor State
Economic Planning Unit (SEPU). InIndonesacase,
information was collected from Devel opment Plan-
ning Agency of JakartaProvince, and Ministry of
HomeAffairs Inlinewiththeparadigmand methodem-
ployed, interpretaivegoproechwasussdinandyzingdaa

RESULT

Administrative system: a brief description.
Indonesia

Indonesiaisarepublic with apresidential
system of government. Thepresident isassisted by
acabinet. Ministersaredirectly responsibleto the
presdent. Themainfeaturesof government arepre-
scribed by the 1945 Condtitution. Four amendments
have been made since 1999. Asaunitary state
Indonesiahasthree-level adminigtrative government
(centra government, 33 Provincegovernments, and
497 Regency/City governments).

Based on Law No. 25/2004 on National
Development Planning System, devel opment plan
inIndonesiaiscategorized into three: Long-term,
M edium-term and Short-term Development Plan.
However, the planning horizon hasbeenimplemented
since 1969. Starting from New Order Era under
Soeharto presdency, Indonesiahad threeLong-term
Development Plan:

1. FrstLong-term Development Plan, 1969/1970
—1993/1994;
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2. Second Long-term Devel opment Plan, started
from 1995/1996.
3. Long-term Development Plan 2005 — 2025,
RPJP, 2005 —2025).
Indonesia’'s Medium-term development
Plansstarted from the New Order were asfollows:

Table 1: Development Planin Indonesia: Past and Present

Tille of Devedepment Plan D'ocument m

Betear Peothargran Line Tahun (Repelit) 1 106R1070 - 13731974
2 Rencans Penbanguan Line Tahum (Repelity) I 10411975 - 191979
3 Rercara Febarguan Lina Tahum (Repelit) 1T 67300190 - L9R31%4
4. Rercans Penbangnan Ling Tabum (Repelity) IV 106411985 — 15GRI199
5. Fercams Fenbanguran Line Tehn (Repelits) ¥ 196511990 — 19931984
6. Rencans Ferbanguran Ling Tabun (Repelit) V1 103411905 — 10911569
7. Rencans Penbanguan Faneks Mevengsh(RETM) 2004-2005 2004 - 2008

8. Rencams Penbanguan Fneks Mevergsh RETM) 20102014 2010- 204

Based onArticle 150 Law No. 32/2004 on
Locd Government, Loca Development Plans, com-
prising Long-term, Medium-term, and Short-term
Development Plan, must be an integrated part of
and aligned with National Development Plan. In
addition to theadministrative-government level de-
velopment, itisstipulatedinthislaw that al sectora
agenciesineach adminigtrative-government level —
minidry incentrd govemment anddepartmentinprovince
andregency/dty —hastoformulae5-year SrategicPlan
whichisdignedwithrepectivemediumtemplan.

Malaysia

Malaysaisacondtitutiona e ectivemonar-
chy. The state is headed by the Yang Dipertuan
Agong (King) chosenfor fiveyearsamong thenine
sultans. TheMaaysian government systemisthe
combination of thefedera principleand thesystem
of parliamentary democracy with conditutional mon-
archy. Cabinet headed by aPrime Minister isap-
pointed by the King from Member of Parliament,
andiscollectively responsibleto Parliament.

Maaysad sadminigrative system cons stsof
thirteen states (Johor, Kedah, Kelantan, Malacca,
Negeri Sembilan, Pahang, Perak, Perlis, Penang,
Sabah, Sarawak, Selangor, Terengganu) andthree
Federd Territories(KuaaL umpur, Labuan, Putra-
jaya). Thethreefedera territories, including capita
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KuaaL umpur, aregoverned directly by theMinis-
try of Federal Territories. The system of govern-
ment at the state level isquite same asthat at the
nationa. Stagegovernmentisled by Chief Minister
(Menteri Besar in Sultanates) and by Ketua Men-
teri for Federal Territories). Statelegidaturesare
unicameral Assemblies. At thelower municipality
level, officialsare gppointed by state government.

Development planningin Maaysiahasa
three-tiered cascading planning horizon, coveringthe
long, medium and short term planning horizonsas
folows

e Long-term Development Plan:
- First Outline Perspective Plan- OPP1
(1971 —1990),
- Second Outline Perspective Plan - OPP2
(1991- 2000),
- Third Outline Perspective Plan - OPP3
(2001-2010), and
- Vision 2020 (1991 — 2020);
e Medium-term devel opment Plan:
- Five-year devel opment plans, such astheNinth
MaaysiaPlan (2006-2010);
= Short Term Planning:
- Annua Budget.

On statelevel, there arethreetypesof de-
velopment plan: (1) State Five-Year Development
Pan, (2) Regional/structure Plans, and (3) Sectoral
Policies’Plans. Onlocal level, thereareLocal Plan
and special AreaPlan. Figure 1 depicts Develop-
ment Plansof thethreegovernment levelsinMdaysa

VISION 2020

LEVEL1: NATIONAL PLANNING

5 - YEAR MNATHINAL SECTORAL

DEVELOPMENT > PHYSICAL - L POLICIES f
PLAM PLAMN PLANS
-

LEVEL2: REGIOMNAL / STATE PLANNING

5 - YEAR REGIONAL £ SECTORAL

DEVELOPMENT o » STRUCTURE ™ POLICIES /
PLAN PLAN PLANS
-
LEVEL3: LOCAL PLANNING
LOCAL SPECIAL
PLAN AREA PLAN

F 9

Figure 1. Malaysia'sThree-Level of Development
Planning Source: Economic Planning Unit (EPU)
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Agency Problems in Aligning Local Five-Year
Development Plan with National Five-Year
Development Plan

Provinceof Jakarta'scurrent five-year de-
velopment planisRencana Pembangunan Jangka
Menengah Daerah - RPJIMD (Medium-term De-
velopment Plan) 2007-2012 (Province of Jakarta
Regulation No. 1/2008). When Loca Development
PlanningAgency (Badan Perencanaan Pembangu-
nan Daerah, Bapeda) of Province of Jakartafor-
mulated the plan, it should refer to Rencana Pem-
bangunan Jangka Menengah Nasional -RPIMN
(Nationa Medium-Term Development Plan) 2004-
2009. However, empirica dataindicated that Prov-
inceof Jakartal sSRPIMD 2007-2012 issolely based
oneected governor’svison. Furthermore, that plan
isonly focused on the context of Provinceof Jekarta.
Without referring to RMJMN 2004-2009 madethe
Province of Jakarta's RPIMD 2007-2012 isnot
anintegrated part of national development plan. The
consequenceisthat it cannot beidentified the con-
tribution of the province of Jakartato the achieve-
mentof netiond mediumtermdevd opment plangods
Presidential electionin 2009 had aresult of anew
government and the new RPIMN hasalready for-
mulated (RPIMN 2010-2014). Based on Law No.
25/2004 on Nationa Development Planning Sys-
tem, RPIMD formulation hasto refer to RPIMN.
Empirical datashowed that Bappeda Jakartadid
not review JakartaRPIM D 2007-2012 in order to
makejustification toward RPIMN 2010-2014.

Inthe case of State of Johor, there hasbeen
no significant agency problem inthe context of de-
vel opment planning. Johor devel opment planfollows
MalaysiaNinth Plan 2006-2010. Empirical data
showed that such phenomenonisasaresult of de-
velopment planning syseminMdaysia. Moreover,
becausethereisacloserelationship between Unit
Perancang Ekonomi —UPEN (State EPU) Johor
and federal EPU, and clear thrust, UPEN Johor can
eadly follow and dign Johor devel opment planwith
MalaysiaNinth Plan 2006-2010. Inaddition, ac-
cording to UPEN Johor, one of the most important
factorsisbudgeting system. To get budget for de-
velopment, programsand projectshavetobeinline
withfederal development plan.
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However, not all programsand projectsare
financed by federa government. Each stateaso has
state own revenue. State of Johor hasitsown ob-
jectivesthat are achieved partly under the budget
coming from State own revenue. Inthiscase, sev-
eral programs or projects have not been totally
aigned with national development plan.

Government Measures to Address Agency
Problemsin Aligning State/Province Develop-
ment with National Development Plan

Organizations/ institutions involved in
development planning

Designing organization for devel opment
planning isone of important factor in alignment of
local development plan with nationa devel opment
plan. Suitable organizational design, including de-
greeof vertical, horizontal, and spatial differentia
tionaswell asformdization, enablesfederd/centra
government to synchronize, integrate and control
organizationunits,

Thegovernment of Indonesaestablishesthe
Nationa Development Planning Agency (Badan
Perencanaan Pembangunan Nasional -
Bappenas) asan institution which hasauthority to
formulate, coordinate, and evaluate national devel-
opment plan, including in the context of theimple-
mentation and eval uation of the effectivenessof na-
tiona development plan. The Bappenasisrespon-
sibledirectly to President.

At national level, each ministry and other
government agencieshave Development Planning
Unit whichisresponsibleto formulateand propose
sectoral development planto Bappenas. More-
over, based on Government Regul ation No. 65/2005
on The Guideline on Minimum Service Standard
(Standar Pelayanan Minimum — SPM, obligatory
services), eech ministry and other government agen-
cieshavetoformulate SPM containing theminimum
service scope, performanceindicatorsand perfor-
mancetarget will beachieved withinfiveyear. The
SPM, then, becomesabasisfor local government
(provinceand regency/city) informul ating devel op-
ment plan.

Ancther inditutioninvolvedin nationd-level
development planning systemisMinistry of Home
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Affar (MOHA). Relatingto devel opment planning
system, MOHA hastwo functions. to coordinate
ministriesand other government agencies particu-
larly informulating SPM and to foster, coordinate,
monitor, and evaluateloca governments develop-
ment plan.

In the context of local government, each
province and regency/city hasLoca Devel opment
Planning Agency (Badan Perencanaan
Pembangunan Daerah — Bappeda). AsBappenas
does, Bappedacoordinateal sectora development
plan proposed by al department withinalocal gov-
ernment. Thereisno hierarchical relationship be-
tween Bappeda and Bappenas. In other words,
Bapedaisnot subordinate of Bappenas. Figure 3.
2 showsthe absence of thelinehierarchy.

CENTRAL Nat Dev Ministry of
GOVERNMENT Planning Agency Home Affairs

PROVINCE NaEDOY
GOVERNMENT Planning Agency

REGENCY/ Regey/Municip
MUNICIPALITY DevPlanning reeerrersesreersrenee
GOVERNMENT Agency

Figure 2. The absence of line hierarchy among National
Devel opment Planning Agency (Bappenas), Province and

Regency/Municipality Development Planning Agency

In the case of Province of Jakarta, based
on Provinceof JakartaRegulation No. 10/2008 on
Organizationa Structureof the Government of Prov-
ince of Jakarta, Bappedaof Jakartaisresponsible
for formulating devel opment planning, monitoring
development plan implementation and evaluating
development plan effectiveness. However, inthe
regulation thereisno explanation about therelation-
ship between Bappeda of Jakartaand Bappenas.

Compareto Indonesia, Maaysaestablishes
more organi zationsfor devel opment planning, co-
ordination, and evaluation. Figure 3 depictsthe
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machinery of development planning, coordination,
andevduaioninMadaysa.

PARLIAMENT

EZN

Mational D Eve_l-:lprne it
Council

National Development
Com mities

Im plem entation and
Coordinaton Unit

Natonal S& curity
Council

Natonal Manning
Council

Unit

_____________

Figure 3. Maaysia s Devel opment Planning, Coordina-
tion, and Evaluation Machinery (Source: EPU, 2004:5)

InMalaysia, theNationa Planning Council
(NPC), the economic arm of the Cabinet holds the
highest level of decison-making authority intheeco-
nomic and soci o-economic matters. Members of
the NPC comprise the ministersof key economic
ministries, such asfinance, international tradeand
industry, domestic trade, entrepreneur devel opment,
commoditiesand agriculture.
At the Federal level, devel opment planningisun-
dertaken by EPU, Ministry of Financeand the Cen-
tral Bank aswell astheplanning cellsof thevarious
ministriesand agencies. Thefunctionsof EPU are
supported by two other central agenciesunder the
PrimeMiniger’ sDepartment, namely, thelmplemen-
tation and Coordination Unit (ICU) and the Ma ay-
ganAdminigrativeand M odernization Planning Unit
(MAMPU).
At statelevel, there are two organi zations respon-
shblefor formulating Sate devel opment srategiesand
coordinating the preparation of state devel opment
programsand projects:. (1) State Economic Plan-
ning Unitsand (2) the State Devel opment Offices.
However, there are committeesinvolved in state
deve opment planning andimplementation, asshown
inFigure4.
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Sultan / Raja / Governor

Execulive Commiltee

‘ Mukim (division) Development and Se curily Commitiee ‘
[

‘ Kampong (village) Development and Se curity Commiftee ‘

Figure4. State Government Devel opment Planning,
implementation, and Security Machinery
('Source: EPU, 2004:7)

Based on SEPU Johor, SEPU isastatein-
stitution so that it is not a subordinate of Federal
EPU. However, SEPU hascloserelationship with
andiscoordinated by Federal EPU.

Development Planning Process and Mecha-
nism

Devel opment planning mechanismand pro-
cessinIndonesiaisregulated inthe Law No. 25/
2004 on Nationa Devel opment Planning System.
At nationd level, Nationd Five-year Development
Plan hasto beformulated within three monthsafter
President iselected. Based on President’svision
presented in the presidential campaign, Bappenas
formulatesabrief draft of National Five-year De-
velopment Plan. Based onthebrief draft, al minis-
triesand other government agenciesformulate draft
of five-year strategic plan and submit it to Bappenas.
By congderingthedraft of strategic plans, Bappenas
formulatesdraft of National Five-year Development
Plan and discussesitinthe National Conferenceon
Nationa Five-year Development Plan.

Province Five-year Development Planning
isidentical with National Five-year Devel opment
Planning, asdepictedin Figureb.
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Withreferenceto @
Nat 5-year Dev Plan, =
Bappeda' formulates -
=

[+]

Pointersof Local  § ' Draft of Local Dept FINAL Local Dept
Gov 5-year Dev ) Strategic Plan Y Strategic Plan

Plan *
>
As thebasisl f
g‘
[
1
8

Draft of Local Gov Local Gov 5-year
3 syearDevPlan — DevPlanMeeting 4

Bappeda formulates / Max2months after elected

5 Final Draft of FINAL Local Gov
Local Gov 5-year 5-year Dev Plan 6

DevPlan Max 3months after elected

ayl sy

Local Depts formulztes

~

After aligning with Final
Local Gov 5-year DevPlan

* Bappeda: Local (Province and
RegencylCity) Dev Planning
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Figure5. Province Five-year Devel opment Planning
Mechanism (Source: adapted from Law No. 25/2004

on National Development Planning System)

Asstipulated in Law No. 25/2004 on Na-
tiond Deve opment Planning System, informulating
pointer or brief draft of Province Five-year Devel-
opment Plan, Bappedahasto refer to Nationd Five-
year Development Plan. Inthecaseof formulation
of JakartaFive-year Development Plan 2007-2012,
empirical dataindicated that thereisno guidelineon
how Bappeda and all local departments refer to
Nationa Five-year Development Plan.

Moreover, based on Government Regula-
tion No. 65/2005 on The Guideline on Minimum
Service Standard (Standar Pelayanan Minimum
—SPM, minimum obligatory services), each min-
istry and other government agencieshaveto formu-
late SPM containing the minimum service scope,
performanceindicatorsand performancetarget will
be achieved within fiveyear. The SPM, then, be-
comesabasisfor local government (provinceand
regency/city) informulating devel opment plan.

Government Regulation No. 65/2005 on
The Guiddineon Minimum Service Standard For-
mulation and Implementation. SPM isfirgly intro-
duced in Law No. 22/1999 on L ocal Government
(was replaced with Law No. 32/2004 on Local
Government). Accordingto Government Regula-
tion No. 65/2005, the SPM whichisformulated by
minigtriesisthedefinition of obligatory functionand
quality or performance of basic servicesprovided
by government. Inessence, SPM document con-
tains nation-wide performancetarget of acertain
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sector development referring to National Medium
Development Plan.

Toimplement Government Regulation No.
65/2005 on The Guideline on Minimum Service
Standard Formulation and | mplementation, espe-
cidly inthelocal government context, Ministry of
HomeAffairs(MoHA) hasenacted Minister Regu-
lation No. 79/2007 on Guideline on the Minimum
Service Standard (SPM) Attainment Plan. Accord-
ingtothisregulation, local government hastofor-
mulate Minimum Service Standard (SPM) Attain-
ment Plan in each obligatory functionand alignit
with the nation-wide Minimum Service Standard.

Asdescribed earlier that in essence SPM is
an operationalization of sectoral Nationa Five-year
development Plan. Therefore, if aloca government
formulatesMinimum Service Standard (SPM) At-
tainment Plan, it automaticaly dignsloca Five-year
development Plan with National Five-year devel-
opment Plan.

InMaaysa, development planningisatwo-
way interactive process between the EPU and the
lineministriesand agencies. Thistop-down and bot-
tom-up processes ensurethat nationa policiesand
srategiesareredlized and devel opment concernsat
sub-regiond level arefully integrated into the over-
all national development thrusts. Figure6 depicts
devel opment planning mechanisminMdaysa

PARLIAMENT
Droft E !i Polky

Natlonal Planning Natlonal Action
Councll

‘Natlonal Economic
Action Councll,
National Economic

Consultative Councll. Draft

National Development

Secretariai Implementation &

LELEEEEPLELLED) Economic Planning Unit L ———
I General Framework

Inter- -Agency Planning Group

Proposal Connd:hﬂum
Grautars v

Federal Ministry & State
Agency CEIIETS Private Sector

Figure 6. MalaysiaDevel opment Planning M echanism
(Source: EPU, 2004:8)
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EPU describesthat planning from thetop
whichisconfined to setting macrolevel parameters
isdeterminedinthe context of theInter- EPU Agen-
ciesPlanning Groups (IAPGs). The EPU isthe sec-
retariat for each of the |APGs whose work pre-
cedes the formulation of any development plan.
Whereas, planning from the bottom essentialy in-
volvesthelineminigtries, agenciesandthe tategov-
ernmentswhich trand ate the sectoral master plans
into specific programsand projects. Thisplaysthe
key rolein matching themicro-level programsand
projectswith the macro-level plansfor each eco-
nomic sectors.

Intermsof project approval process, EPU
assessesand prioritizes devel opment projectspro-
posed for thevariousfive-year development plans
based on the project proposals by ministriesand
agencies. It consultswiththeministries, agencies,
and state governmentsto review past performance
and identify issues, problems, or areasof focus. As
part of thiseffort, the EPU eval uatestargets, con-
ceptsand programs proposed, and determinesthe
overall objectives, scope and costs of each pro-
grams.

Inter-government financial transfer
Inter-government financia transfers, espe-
cidly verticaly from nationa to sub-nationa gov-
ernment has been practiced by both federal and
unitary state. Besidesreducing vertical and hori-
zontd financia imbalance, federal and centra gov-
ernment develop atransfer systemto control and
coordinateloca governments development planand
implementation in order to ensurethe achievement
of nationa devel opment gods.
InIndonesia, decentralization program beganinthe
early 2000swhich wasimplemented under theLaw
22/1999 on Regiona Government and the Law 25/
1999 on Centra and Local Fiscal Baance. Thetwo
laws have been replaced by Law 32/2004 and the
Law 33/2004 respectively. Based onthenew Laws,
therearethree principlesemployedinthefisca de-
centrdization program: devol ution, de-concentration,
and co-administration task.
Law 33/2004 stated that there are three compo-
nentsof intergovernmental fiscal transfers: (1) Rev-
enue Sharing (from natura resourcesandtaxes), (2)
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General Purpose Grant (Dana Alokasi Umum or
DAU), and (3) Specific Purpose Grant (Dana
Alokasi Khusus or DAK). This policy based on
financid capacitiesof loca government isintended
to address the problem of vertical imbalance be-
tween central and sub-national governments, and
horizonta imbalancesamongloca governments. In
essence, the DAU block grant meaning local gov-
ernment useit according totheir purpose. Wheress,
DAK isallocated to specific regions and certain
sectora programs.

Teble 2: Indonesia’'s Sub-national Spending in National
Budget 2006-2011
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B BMOOMEITIOD TR SO0 B4ZAN0EEND 48T
T 1 o vl 1 0 R 123612001171 1 e )
y 7 1 Al VR T 11 | R
A LMW LA RESRIAENAD  W0MMRIRAD  6IMIZR

Source: Ministry of Finance, Indonesia.

Furthermore, Table5 showsthat theamount
of the nationa spending for the sub-national is big
enough (around 46% of national spending. 1n 2005,
Total sub-national RevenuewasRp 180.01 trillion,
43.83% and 12.07% of it wasreceived from Cen-
tral Government intheform of DAU and DAK re-
spectively. Therdative same conditionisshownin
2009. Of Rp381.47trillion thetotal sub-national
revenue, 48.82%, was DAU and 6.59%. was
DAK. Thedataindicatesthat thefinancia transfers
fromthecentra government, which consst of shared
revenue, genera alocationfund (DAU) and specia
allocation fund (DAK), are the major sources of
funding for local governments have been sub-na-
tiona financial dependency on the central govern-
ment.

In Malaysia, specific provisions for the
transfer of financial resourcesfrom the Federal to
Stateisstipulated inthe Federal Consgtitution. The
grantsareall ocated to the Statesbased on origin of
collections, population, State Gross Domestic Prod-

Jurnal IImu Administrasi Negara, Volume 11, Nomor 1, Januari 2011:25 - 39

uct and other social and economic indicatorsand
actua cost of projects. Thegrantsareclassifiedinto
three mgjor categories: (1) tax-sharing grants, (2)
general purpose grant, and (3) specific-purpose
grant. Tax-sharing grantsinclude 10 percent of ex-
port dutiesontin, iron, and other materialsthat are
extracted inthe State.

Table3 showstheMalaysias State Govern-
ments Consolidated Revenue and operating Expen-
ditures, 2004-2008:

Table 3: Malaysia' s State Governments Consolidated Rev-
enue and operating Expenditures (RM Million)

004 205 06 2007 2009
Hasil' 005 11963 12742 13498 14088
Revenue' (rrm 0sm ma (59 (4.4
Purea negen 7.H3 928 949 10378 10417
e rourees
Perberian perselntian 2417 2ed2 0 3145 3084 35M
Federal grants

Bayaran gamh perselutian 35 g3 103 5 95
Federval veimburs aments

5612
(57

6,144
(35)

6T 1157
6 (13

1707
(7

Perhelarjaan mengins *
Operating s;c_;t:msrm'z'n.snzJ

Amounts in parentheses are annual % changes.
Source: http://www.treasury.gov.my/pdf/economy/er/0304/

jp4_10.pdf

Table 3indicatestheincreaseof theFed-
eral Grant to State government. It also showsthat
theamount of the Federal Grant islower that State
sources. Inaverage, the contribution of Federd grant
to staterevenueis 23.67%.

DISCUSSION

Thisstudy found that the degree of agency
problemsinaigninglocd five-year devel opment plan
with nationd five-year development planin Indone-
siaishigher thanthosein Maaysia. Inthe caseof
Province of Jakarta, when Jakarta s Bappedafor-
mulated JakartaFive-year Devel opment Plan 2007-
2012, the plan has only been based on the el ected
governor. Thisisinlinewith Law No. 25/2004 on
National development Planning System that Prov-
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ince Five-year Development Plan hasto be based
on elected governor’svisonand strategy presented
inthe campaign. Theissueishow to ensurethat
governor’svisonisinlinewith presdent’svisonin
termsof development.

Another factor affecting the agency prob-
lemisthat each governor hashisor her owninter-
est. Inhisor her five-year serviceasagovernor, he
triesachieve high performanceeagerly for pragmatic
reason: to win the next governor election. Or, in
casetheruling party will not choose himor her be-
comes governor candidate for next election, by
achieving high performance, heor shetriesto en-
surethat hisor her party will wintheeection. This
phenomenon can be explained with agency theory.
Agency theory, according to Jones (2007:39) de-
scribesthat the problemisthat in the principa -agent
relationship there may beadivergenceinthegoals
andinterestsprincipal and agent, inthiscase central
andloca government. AsJonesstate”whenthese
two conditionsexist sothat (1) principa findsit very
difficult to evaluate how well the agent has perfor-
mance because the agent possesses an information
advantage, and (2) the agent has an incentive to
pursue goa sand objectivesthat aredifferent from
theprincipa’s, amora hazard problem exigts, agents
havethe opportunity and incentiveto pursuetheir
owninterests.

Based on the above explanation, it can be
concluded that the politicd party differencebetween
agovernor and President of Indonesiaisnot rel-
evant to theagency probleminaigning province's
five-year development plan and national five-year
development plan. It meansthat misaligned devel -
opment plan (provincewith nationd) isnot because
of thedifferent ruling party between aprovinceand
centra government.

However, with scrutiny wecan concludethat
the Law No. 25/2004 on The System on National
Development Planning isbased on the assumption
that thereisthe same period of devel opment plan-
ning among centrd government anddl provincesand
regencies/municipalities. Inother words, theLaw
assumesthat general eectionsof central anddl lo-
cal government are conducted inthesametime. In
reality, thegeneral electionsareand will not bein
thesametime. Asaresault, thereisdifferenceamong
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central andloca government development planin
term of period of plan. Without acomprehensive
effort, it will bedifficult toaigntheloca develop-
ment plan with nationa devel opment plan.

From organization perspective, Indonesia
and Maaysaarequitethesameintermsof there-
|ationship between locd and nationa devel opment
agency. Inboth countries, thereisnolinehierarchy
between local and national devel opment agency.
Even, the patterns of theterminology they useare
thesame. In Indonesia, Bappedafor local agency
and Bappenas for national agency. In Malaysia,
State EPU at statelevel and EPU at federal level.
However, in Indonesia, the absence of hierarchical
relationship between Bappeda and Bappenas
(Bappedaisnot subordinate of Bappenas) hasmade
complicated devel opment planning coordination.
Bappenas hasno forma authority to manage, give
order to and ask report fromloca development plan-
ning agencies. Fromlegal perspective, thereisno
specific, clear, and strict description about thefunc-
tion or roleof Bappenasin relating to Bappeda. In
term of Province of Jakarta, Province of Jakarta
Regulation No. 10/2008 on Organizational Struc-
ture of the Government of Province of Jakartadoes
not mention about therel ationshi p between Bappeda
of Jakartaand Bappenas. Coordination mechanism
between Bappedaand Bappenasin theform of pe-
riodic meeting, however, hasfailed to solve agency
probleminaigning locd with national devel opment
plan.

InMdayda, itisclear tomentioninthe Fed-
eral Constitution about the relationship between
Federa and state government. Even, asmentioned
earlier, thecongtitution also definesthefederd-state
relationshipinterm of development planning. This
relationship affectsthe position of federa and state
government interm of development planning. Even
though thereisline hierarchy between State EPU
and Federal EPU, thishasnot become problemto
EPU to coordinate and integrate statefive-year de-
velopment plan. Thiscondition hassignificantim-
pact on the degree of alignment between state and
federal five-year development plan. Thisfact can
be understood because in terms of delegation of
authority to local government, as Jomo and Hui
(2003:454) found, thefederation of Malaysahada
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centralized administration. Centralization hasad-
vanced over the yearswithin the context of afed-
eral system. Inaddition, according to Mohamed
and Appalanaidu (1998:1) study, theinformation
systemsfor decentralization of development plan-
ning in Malaysiacontributesto the quality and ef-
fectivenessof thedel egation of authority by the cen-
tral government to the state and district level gov-
ernmentinplanning.

Itisinteresting what Kuppusamy (2008:82)
described regarding the position of federd, stateand
loca governmentinMaaysia. Figure 8 depictspo-
stionof dl government level intermsof sovereignty.
Thefigurereflectsthefederd -staterelationship. It
can beunderstood why federal government isable
to coordinatedl state, including devel opment plan.

Federal Governemnt sovereizn National
Siate Goverrment (Quasi- Sovereion
Local Government Infra - Sovereign

Figure 7. The position of Malaysian government level in
termsof sovereignty (Source: Kuppusamy, 2008:82)

Thelack of development plan alignmentin
Indonesiacan beanalyzed a so from procedura or
mechanism perspective. Development planning
mechanismsas stipulated in Law No. 25/2004 on
National Development Planning System doesnot
definehow to align andintegrate devel opment plan-
ning arranging for Regency/municipaity government
to central government. The Law regulatesmoreon
centra government development planning. Thiscan
betraced by examiningitsderivativeregulation.

In 2004 Government of Indonesiaenacted
two Government Regulations: No. 20/2004 on
(Centrd) Government Annua Planand No. 21/2004
onMinistry/Nationa Agency Annua Planand Bud-
get. Themost recent regul ation on devel opment
planningisChief of Nationa Development Planning
Agency (Bappenas) Regulation No. 5/2009 on
Guiddinefor Formulation of Strategic Planof Min-
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istry and Nationa Agency. However, the Guiddine
isonly for central government context. Unfortunately
the Guideline doesnot stipul ate how to ensurethe
aignment of loca with nationd devel opment plan.
Thereason why Bappenas does not regu-
lateslocal development planning may becauseall
regulation concerning local government, including
development planning, are under the Ministry of
HomeAffairs s(MoHA) authority. Inother word,
inlndonesa, devel opment planning affairshavebeen
regulated by two ingtitutions: (1) Bappenasfor na-
tion-wide development planning (but inredity more
focusesonthedeve opment planned by Ministry and
national agencies) and (2) MoHA for local devel-
opment planning. Thismeansthat therehasbeen no
integrated laws and regul ationsthat enables central
government (i.e. Bappenas) to ensurethe alignment
of development plan.
Asdescribed earlier, Indonesiahastried to make
the devel opment planning aignment between local
and nationa level by enacting Government Regula
tion No. 65/2005 on The Guidelineon Minimum
Service Standard (Standar Pelayanan Minimum
—SPM) Formulation and Implementation. Ironi-
cally, theimplementation of theregulation has not
been coordinated by Bappenas, but by MoHA. This
gtuation reflectsthat Bappenashaslimited authority
inensuring development plandignment.
Another fact isthe enactment of Guidelineonthe
Minimum Service Standard (SPM) Attainment Plan.
TheGuidelinesisenacted by Minister of HomeAf-
fairs Regulation No. 79/2007), again, not by
Bappenas.

Another factor of affecting the devel opment
plan alignment isthe dependency to inter-govern-
ment financetransfer, particularly from federal or
centra government toloca government. Decentrdli-
zation policiesarebased not only onadministrative
and political considerationsbut also on economic
decisions. Therefore, decentralization should be
viewed from many different perspectives. Based
on thisunderstanding of decentralization, it isnot
surprising that fiscal decentralization hasbecome
importance issue. According to Gamper
(2005:1313), “ fiscd federalism describesthefinan-
cia relationsbetween dl tiersof afedera stateand
consequently the distribution of competences. The
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financial relationship between the central unit and
thelower tiersare of paramount importanceto the
federal system asawhole. Financial stability and
equalization aswell asco-operation betweenthetiers
arethebasisfor an effectivefedera system”.

Asdescribed earlier, local governmentin
both Indonesiaand Ma aysiasharesthe samechar-
acteridic, thatis, loca governmentin Indonesaand
Madaysaarequitedependent onfiscd/financid trans-
fer from centra andfederd government respectively.
InIndonesia, the current local revenueframework
specificaly definesfour principlerevenue catego-
ries(1) Regiona Own Revenues, consisting of tax
and non-tax revenues, (2) theintergovernmental
transfers, congsting of theshared taxesand revenues,
thegeneral alocation grant (DAU) and the special
alocation grant (DAK); (3) loansand other forms
of local borrowing; and (4) other local revenues.
Among therevenueinstruments, the DAU still re-
mainthemain sourceof loca government revenues.
Thecurrent systemreliesprimarily on generd allo-
cation fund (DAU) over which local governments
havefull discretion. Under the policy on decentrali-
zation, that system and combined with regiona own
revenues management has contributed significantly
to the problem of the alignment of local with na-
tiona development plan.

Compareto Indonesia, TheMadaysian Fed-
erdismishighly centrdized intermsof revenue pow-
ers, expenditure responsibilities and borrowing
power (Anuar, 2000:85). Further, he stated that
Generd-purposegrantsconsist of capitation grants,
growth revenue grants, State Reserve Fund grants
and special grants. Specific-purposegrantsinclude
road grants, economic development grants, services
chargegrantsand cost reimbursement grants. The
Federal-State grant structureisdominated by the
state road grants, capitation grant, revenue growth
grant and State Reserve Fund.

However, severa limitations of the study
should be noted are (1) it focused only on the
alignment of Province/State Mid-Term Develop-
ment Planwith Nationa (not include nationa An-
nual —Mid—Long-term Plan, and sector/ministry
with nationa), (2) it wasmorea library research
based on documents (poalicies), limited empirical
data (interview), (3) it focused on one province
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(Jakarta)/state (State of Johor) —comparative case
study, so thefindings cannot be generalized or do
not reflect condition of devel opment plansformu-
lated by dl stategovernmentinMalaysiaaswell as
by al province government in Indonesia, (4) com-
parison between Malaysia(Federal) and Indonesia
(Unitary) may not be aperfect comparative study.

CONCLUSION

Thisstudy placed federal government and
central government asprincipal and state and
provinceasagent. Inthe context of development
planning, federal or central government delegate
planning authority toloca governmentswhilerequir-
ing themto align their devel opment plan with na-
tiona development plan.

The study found that the degree of agency
problemin development plan aignment inIndone-
saishigher thanthatinMaaysia. Intheperiod of
10yearswith decentralization policy in Indonesia,
oneof crucial problems arethat Indonesiafaces
lack of aignment betweenloca and national devel -
opment plans.

Theadminigtrative system of Mdaysa, par-
ticularly inthe context of decentraizationdesignis
more centralized than that of Indonesia. Thisstudy
saw thisaspect at |east inthree aspects: organiza-
tional design of development planning agencies,
mechanism and process of devel opment planning,
and budgeting system (inter-government financial
trandfer).

Regarding organizationa design of develop-
ment planning agencies, eventhoughthereisresem-
blance with pattern of institution in Indonesia
(Bappenas at national level and Bappedaat local
level) and in Malaysia (EPU at federal level and
SEPU at statelevel) thereisno hierarchical rela-
tionship between local and national devel opment
agency. In additionthe degree of vertical relation-
shipinMalaysaishigher than that of Indonesia.

Further inthelndonesia, system, processes
and mechanismsof development planningin Indo-
nesia have been supported with more comprehen-
Sveanddetailedlegd framework. Law No. 25/2005
on National Development Planning System hasbe-
comebasiclegal framework for devel opment plan-
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ning, includingd thelocal level. BesidesBappenas
and Minigtry of HomeAffarsinvolved in managing
(to coordinate, to control, to monitor and to evalu-
ate) locad deve opment planning andimplementation,
line(sectord) ministriesadsohavesignificantrole, as
asserted in Government of Indonesia. Government
Regulation No. 65/2005 on Guidelinesfor Formu-
lating and Implementing Minimum Service Standard
(Standar Pelayanan Minimum — SPM) and Min-
ister of HomeAffairsRegulationNo. 79/2007 onthe
Guiddineof Minimum Service Standard Attainment
Plan. However, the given process and mechanism
aswell aslegd frameof loca development planning
are not ableto assure the alignment of local with
nationa development plan.

Based on theabove description, particularly
oninter-government financial transfer it could be
concluded that local government in Indonesiaand
Malaysiaare quite dependent to national govern-
ment. Whilewith state government Malaysiahas
morediscretion over local financia management
(budgeting) compared to Indonesia. With more cen-
tralizedintermsof development finance, Malaysa
hasbeen ableto minimizeagency problemindign-
ing statewith federa development plan.

Threemagjor implicationsfor devel opment
planning research and policy are offered based on
theresultsof and limitationinthisstudy. Firstly, prin-
cipal-agent relationship (agency theory) which
comesfrom economicsand has been used in many
political researchesisimportant approach in ana-
lyzing devel opment planning problemsparticularly
indigningloca with nationd development plan. This
lineof inquiry may be complemented and expanded
by using quantitative approach to address nation-
wide agency problem. Secondly, asloca govern-
ment and bureaucracy valueshavesignificant rolein
conducting devel opment planning, futurestudy shal
identify what va uesand analyze how they affect the
devel opment planning, processaswell asoutputs.
Finally, for Indonesiagovernment, itisnecessary:
(1) to centralize policies on devel opment planning
andimplementationto oneingitution (i.e., Bappenas)
—only oneingtitution hasauthority toissueregula-
tion on devel opment planning, and (2) toredesign
organization structure of development planningin-
stitution (Bappenas and Bappeda) in order to en-
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sure coordination and integration and in turn to
achievetheaignment of local with national devel-
opment plan.
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