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Abstract 

Coordination problems have been perceived as a major contributor to the failure of government 

programs. Although coordination is an old and persistent problem in public administration, it 

has recently become prominent in OECD and other countries as the limitations of silos impact 

on addressing complex policy problems. The context of this study is Indonesia, where 

coordination challenges have presented serious problems for the government. Multiple efforts 

have been made by the Indonesian government to improve coordination, yet the result is still 

unsatisfactory.  

The purpose of the thesis is to analyze emerging coordination practices in Indonesia. The 

research seeks to understand how coordination works, to identify the factors that influence the 

success or failure of coordination practices and to learn how problems could be addressed.  

To capture a comprehensive picture of how coordination operates, this research examines seven 

coordination cases from the Ministry of Finance, a large two-tier department with multiple 

directorates general, which cover five different types of coordination. From the simple to the 

most complex they are shared information, shared activity or resources, shared responsibility, 

an integrated information system, and an integrated organizational structure. A framework is 

developed to show the range of factors that influence coordination at different stages. 

Based on empirical analysis it appears that there is some correlation between the complexity of 

coordination types and the chance of successful coordination. Diagrammatically it appears as a 

bell shape. Success seems to be more likely when there is a balance between complexity and 

independence. 

Other factors that emerge as influencing coordination include human factors, conflicting 

regulations, overly specialized organizational structures, and poor business processes. The 

human factors were the most influential in determining the nature of coordination in central 

government. The political leader and project leader played crucial roles in driving the success 

of coordination and change management programs significantly reduced the level of resistance 

from opponents.   
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Chapter 1 Introduction 

The subject of this thesis is the Ministry of Finance, a mega two-tier department in the central 

government of Indonesia with multiple highly specialised echelon I units. Bureaucratic reform 

in the central government especially in the Ministry of Finance started in 2004 and later the 

whole-of-government approach was introduced in 2013. The objective of the bureaucratic 

reform is to increase the effectiveness and efficiency of government spending by eliminating 

redundancy and the duplicating of public programmes and to improve the professionalism of 

civil servants. Despite the efforts of the central government to improve their services, some 

government programs are still meeting difficulties and the lack of coordination has been 

perceived as a major contributor to those failures. The lack of coordination has caused endemic 

institutional weakness in Indonesia. This study examines seven coordination cases from the 

Ministry of Finance which cover five different types of coordination and identify factors that 

influence the efficiency and effectiveness of coordination practices.  

This chapter outlines the purpose of this study. Firstly, it explores why coordination is still 

problematic worldwide and in Indonesia, and explains why the topic is worth researching. It 

continues by presenting an explicit statement of the research questions. At the end of this 

chapter, an outline of the thesis is provided.  

1.1 Background 

The Asian Economic Crisis in 1997, had a significant impact on Indonesia. Besides 

overthrowing the Soeharto regime that had ruled for 32 years, the economic crisis also triggered 

bureaucratic reform in the public sector. The reform was intended to increase effectiveness and 

efficiency in government spending and improve the professionalism of civil servants. The New 

Public Management (NPM) movement significantly influenced bureaucratic reform in 

Indonesia. One of the key principles of NPM is the specialisation of units and decentralisation 

in the public sector (Fatemi and Behmanesh 2012). The new government structures were 

created to be more specialized through the separation of policy making and executing agencies, 

with the expectation that government agencies would be more responsive to people’s needs. 

Although the bureaucratic reform succeeded in improving the public service and reducing the 

level of corruption in the central government, it produced an unintended outcome (Harun et al. 

2019). The specialisation caused coordination to become more complex, because problems that 

were usually solved by a single organisation now must be addressed by multiple organisations. 
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Coordination challenges presented serious problems for the central government for a long time 

before the implementation of NPM. 

In 2003 the central government agreed to adopt a whole-of-government approach in the 

development and evaluation of regulations by November 2013 to address the coordination 

challenge. Much effort was invested in overcoming the problems, ranging from the creation of 

coordinating ministries, committees, boards, and councils, to the establishment of task forces. 

Despite the government’s efforts, the coordination challenge remains significant.  

Coordination problems have been perceived as a major contributor to inefficiency in 

government spending and the failure of government programs in many countries (Loukoianova 

et al. 2016; Nazara and Resosudarmo 2007; Tijaja and Faisal 2014). Although the coordination 

problem is a classic issue in public administration (Seidman 1970), it has become more 

prominent in many OECD countries. At least three factors have been identified as drivers: the 

increase in the fiscal deficit, more specialized government agencies, and increases in the 

complexity of policy problems that often transcend agency boundaries (Christensen and 

Lægreid 2006; Halligan 2019; Peters 1998). 

The frameworks to analyse the factors that affect the efficiency and effectiveness of 

coordination practices have been reported in the literature extensively. However, to date, most 

of the studies have been conducted in the developed country context. Researchers suggest that 

setting clear goals, building trust, and building legitimacy (Ansell and Gash 2008; Bryson et al. 

2006; Wood and Gray 1991) are the key success factors in coordination. The big question is 

their applicability in Indonesia as a developing country. 

In developing countries, the government plays a key role in stimulating economic development. 

Yet, coordinating failures have impeded progress. The study of coordination in Indonesia 

especially in the public sector is still limited. Studies have been conducted to analyse the 

coordination barrier in public sectors (Muradi 2009; Paulus and Hindmarsh 2016; Probandari 

et al. 2011) but their cases are limited to the program level. A holistic approach involving 

analysis at the ministry level, is needed to get a better picture of the real problems.  

The Ministry of Finance was selected based on its important role in stimulating economic 

conditions. Although most coordination problems in the central government take place in inter-

ministerial relationships, the mega size of the ministry and its high level of internal complexity 

compounded with a complex administrative culture and inadequate staffing systems make the 
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intra-organisational relationships within the Ministry of Finance at least as complex as inter-

ministry relationships. 

The bureaucratic reform in the Ministry of Finance was conducted through three approaches: 

organisational transformation, business process improvement and human resource quality 

improvement. The impact of the reorganisation is specialisation and the separation of policy 

making units from service delivery units. Although the reform successfully reduced corruption 

levels and made the Ministry of Finance the role model for bureaucratic reform, coordination 

between echelon I units was still challenging (CTO 2014). 

1.2 Research objectives and justification of the research  

Despite the extensive literature on the implementation of enhanced coordination practices and 

their critical success factor, most of the studies are conducted in developed countries, such as 

OECD countries. Only limited research has been undertaken in developing countries, especially 

Indonesia. Context is significant in influencing the characteristics and the success of 

coordination practices (Emerson et al. 2011). The problems in developing countries are 

different from those of developed countries. Polidano (1999) argued that a developing country 

is different from a developed country in economic conditions, culture, values, and law 

enforcement, and Christensen and Ma (2018) argued that developing countries are significantly 

different in their administrative cultures. 

This study explores coordination within the country context of Indonesia by examining 

numerous cases conducted by the central government. This research seeks to understand 

existing coordination practices in the central government of Indonesia. The objectives of this 

study are to understand how coordination practices work, analysing the factors that influence 

coordination, and exploring some solutions for the problems. 

This study contributes to the body of knowledge by extending the theoretical horizon of 

emerging coordination practices in the context of developing countries. This study also gives 

the practitioner a better understanding of how coordination works. It will help to give an idea 

of the range of possible solutions to achieving cooperation to improve the effectiveness and 

efficiency of the government’s programs. Appropriate coordination practices are expected to 

create greater coherence, and reduce contradictions, lacunae, and redundancy within and 

between policies and implementation. 
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Coordinated government programs will have better societal impact, higher effectiveness and 

efficiency. Through coordination the government budget allocations will be improved. 

Appropriate coordination will help management to achieve its objectives easily and quickly.  

1.3 Research aims, questions and methodology 

The aim of this research is to understand existing coordination practices in the central 

government of Indonesia and look for the factors influencing them. Seven coordination 

practices in the Ministry of Finance are analysed that represent five different type of 

coordination during the bureaucratic reform era. 

To address the research aim of this thesis, three research questions guide this study. The first 

research question is “how do current coordination practices work?” This research question is 

expected to explain the arrangement of coordination practices, what tools are being used, who 

are the actors involved, who and how is the leader chosen, and what are the relationships 

between actors. The second research question is “What are the factors that influence the success 

or failure of the implementation of coordination practices?” This research question is expected 

to analyse factors that significantly influence coordination and explain how they influence 

coordination. The third research question is “How can obstacles to coordination be addressed?” 

As a professional doctoral thesis, one of its contributions is to practice. This research question 

is expected to help practitioners especially in the Ministry of Finance to solve coordination 

problems. 

A qualitative and interpretive methodological paradigm based on in-depth case studies has been 

adopted to answer the research questions. This approach has an advantage in analysing deep 

structures. This methodological paradigm believes that ‘reality’ is actively constructed and 

shaped by social situations, interpersonal politics, and culture (Furlong and Marsh 2002). The 

case study approach is chosen because it is ideal for a holistic, in-depth investigation (Feagin et 

al. 1991), and can provide deep understanding of certain phenomenon in a large government 

organisation (Gerring 2006). 

The data were collected through primary and secondary data sources. To get a broader 

understanding the first thing is to get formal and informal written documents. In bureaucratic 

organisations, the laws and regulations are a requisite document, as they formalize an agreement 

between actors involved in the coordination practice. However, they are insufficient to explain 

what happened behind the process, for example tough discussions to reach mutual 
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understanding. So, the second step of data collection was conducted through semi-structured 

interviews. High level officers were selected based on their experience in coordination practice. 

Data analysis was conducted through thematic analysis and a longitudinal study. The interview 

data is coded and then the factors influencing coordination are classified based on the themes 

in the analytical framework. The analysis of the factors influencing coordination is conducted 

based on the time of occurrence and how strong the impact is on the coordination practices. 

1.4 Structure of the thesis 

The thesis is divided into seven chapters.  

The second and third chapters provide a review of the literature and theories about coordination. 

Interchangeable definitions of coordination, collaboration and cooperation can create 

confusion, so the first part of the literature review provides a definition of coordination. This 

section also describes the types, tools, and mechanisms of coordination. This chapter reviews 

the existing literature about coordination in the public sector. The gaps in the literature are 

described in the last part of chapter two. An extensive literature of previous research about 

coordination challenges in the central government of Indonesia is discussed in chapter three. 

The fourth chapter explains the research method and methodology used to address research 

questions. It covers the analytical framework, data sources and collection methods, up to the 

data analysis method. The analytical framework being used is adapted from the literature and 

addresses factors that influence coordination, which are categorized into drivers, starting 

conditions, institutional design, facilitative leadership, and core coordination process. Primary 

and secondary sources of data are used. The primary data are obtained through semi structured 

interviews with the relevant actors internal and external to the Ministry of Finance, with forty 

participants in total. 

The fifth chapter examines the context which is common to all the coordination cases. It 

explains the institutional arrangement at the Ministry of Finance. It covers the organisational 

structure, the process of recent bureaucratic reform, and the changes of political leadership in 

the Ministry during bureaucratic reform, and human resources management. All of these are 

the institutional factors that influence coordination practices at the Ministry. 

The sixth chapter addresses the first research question “how do recent coordination practices 

work?” This chapter describes each of the coordination cases based on the analysis of interviews 
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and documents. Each section explains what form the coordination takes, what the driver is, how 

the coordination is arranged, whether there is a specific institutional design, appointed leaders, 

and what the process of coordination is. Frequently there are no specific institutional designs 

for the coordination cases and mostly the leaders are not appointed but are the heads of units 

that have the greatest interest in achieving their objectives through coordination practices. 

The seventh chapter addresses the second research question “What are the factors that influence 

the success or failure of the implementation of coordination practices?” This chapter provides 

a comparative analysis of the factors that influence coordination in each of the cases. It reveals 

that different factors influence coordination at different stages.   

The final chapter covers the conclusion and policy recommendations. The weakness of recent 

coordination mechanisms has been that they are highly dependent on individuals for the success 

of coordination and the institutional arrangement has continued to stimulate the silo mentality. 

This study suggests strengthening the system, improving human resource management, and 

sharing executive power to enhance the chance of successful coordination.  
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Chapter 2 Literature Review 

This chapter provides a review of literature and theories about coordination. It begins with the 

coordination literature that defines coordination, distinguishes types of coordination, outlines 

what tools are commonly used and discusses existing frameworks for analysing factors that 

influence coordination. It proceeds with a discussion of the study of coordination in developed 

and developing countries. Some theories that could explain actor’s behaviours are also 

discussed. The research gaps are analysed at the end of the chapter. 

2.1 Coordination 

The definition of coordination is often mixed up with definitions of cooperation and 

collaboration, so the first part of this section defines the meaning of coordination used in this 

thesis. It continues by describing the types of coordination, coordination tools and factors 

influencing coordination based on the literature. 

 Definition 

Although the term coordination is familiar in public administration literature, researchers’ 

definitions often vary. It is important therefore to explain the meaning of coordination as it is 

referred to in this thesis. The word coordination comes from two Latin words, namely “co” and 

“ordination”. The word “co-” means together and the word “ordination” means regulating or 

arranging. So, coordination has the meaning of “arranging or regulating together”. The 

Cambridge dictionary defines coordination as “the act of making people involved in a plan or 

activity work together in an organized way”.  

Besides “coordination”, other terms for “working together” are used by researchers. There are 

no unanimous definitions for the three terms: coordination, cooperation and collaboration 

(Himmelmann 2002; O’Flynn, 2009; Peters 2015). O’Flynn (2009) criticised the extensive use 

of the word collaboration that became more prominent recently, but it is still unclear what the 

term means.  

Peters (2015) argues that cooperation and coordination are different in that cooperation is less 

formal than coordination and it is conducted temporarily, moreover he argues that collaboration 

is just a subset of coordination, the type of working together that is voluntarily based on 

normative agreement. 
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Himmelmann (2002) has a different perspective, stating that cooperation, coordination and 

collaboration are different based on their relationship, structure, responsibilities, authority, and 

resources. He sees cooperation as the informal relationship where each of the actors remain 

independent, and there is no sharing of risks and resources. Coordination is in between 

cooperation and collaboration, where the relationship is more formal, and there are common 

goals between actors, so it involves sharing risk and resources, but each of the actors remain 

independent. At the end of the spectrum is collaboration, a more intense relationship which can 

create new structures to pool resources and accommodate a common mission, sharing vision 

and goals. 

Ansell and Gash (2008) differentiated collaboration with other terms of working together by 

the involvement of non-state stakeholders in a collective decision-making process. They stated 

six criteria of collaboration: (1) activities lead by public agencies; (2) a prominent role for non-

state actors; (3) non-state actors involved in the decision making process; (4) formally 

organized; (5) decisions made by consensus; and (6) the objective is for public policy or public 

management. 

Regardless of the argument about differences between cooperation, coordination and 

collaboration, this thesis will not differentiate between the three terms, because it covers from 

the least formal form of working together to the most complex one. This thesis defines 

coordination as a generic term for working together. It is a joint activity that uses appropriate 

tools or mechanisms to achieve mutual goals. The objective of this joint activity is to create 

greater coherence, and reduce contradictions, lacunae, and redundancies within and between 

policies and/or implementation. 

This definition should not be confused with collaboration. In this thesis collaboration is treated 

as a subset of coordination, a coordination conducted voluntarily based on normative agreement 

(Peters 2015). Collaboration is a trendy term these days, it can be considered as a more 

developed form of coordination, but the term coordination is more relevant for this thesis, 

because this thesis focused on interagency relationships within one mega department not 

relationships with the non-state actors. Some of the literature on cooperation, coordination, and 

collaboration will be used to build the analytical framework of this thesis. Some adjustment is 

made to the existing framework to fit real conditions because coordination is rarely conducted 

voluntarily but is the result of coercion or the use of incentives (Peters 2015). In the Indonesian 
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situation the non-state actors are rarely involved in the decision-making process. So this thesis 

could not fully adopt a collaboration framework like that of Ansell and Gash (2008).  

 Types of coordination 

Coordination types can be differentiated based on the channel of communication used, level, or 

the complexity of coordination. The communication channels used can be either formal or 

informal. In the formal channel, coordination practices use an official communication line, such 

as a formal meeting or formal letter. This type of coordination is characterised by its rigidity. 

However, the result can be traced and monitored because of the well-documented process. In 

contrast, informal coordination types are more flexible. Yet, the process is difficult to trace. 

Informal coordination has a better chance of success if there is a common history, culture, 

values, and norms between parties (Bouckaert et al. 2010). Trust plays an important role in 

informal coordination. Despite the nature of government agencies that need legal and formal 

control, top level managements may use an informal channel to improve acceptance at the lower 

level. 

Based on level, coordination can be either vertical or horizontal. Vertical coordination refers to 

interactions between levels and is sometimes referred to as hierarchical coordination. In the 

public sector, the vertical coordination can be the relationship between Ministers and their 

political advisers, or central agencies with sectoral ministries, or the Minister of Finance with 

internal agencies. In vertical coordination, authority plays a major role, such as command and 

control (Halligan 2020; James and Moseley 2006; Peters 2003). Bevir (2009) said that the 

authority of the actors can be derived from several sources, such as law, reason, and charisma.  

Horizontal coordination refers to the interaction between units or actors on the same level in 

the system or the same hierarchical level within government (Halligan 2020). Horizontal 

coordination is characterized by mutual understanding that is usually strengthened by a contract 

or agreement. It is conducted through negotiation, consultation, and bargaining (Matheson 

2000).  

Although coordination instruments are identified primarily as horizontal or vertical (Halligan 

2020), the relationships between these two initiatives are intricate (Howard and Phillips 2012). 

The tension arises from those whose are favourable to strengthening hierarchical instruments 

such as politicisation and those who prefer a horizontal arrangement (Halligan 2020). In the 

public sector, there are frequently no clear-cut distinctions between vertical and horizontal 
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coordination. To some degree political processes still influence the horizontal coordination, the 

called ‘shadowed of hierarchy’, and coordination between agencies is rarely conducted 

voluntarily because it needs a higher authority to induce it (Peters 2015). There are big questions 

on how to reconcile vertical pressures with horizontal needs and how to make government 

agencies with their specialised functions accountable to the political executives. 

The complexity of coordination is influenced by the intensity of the relationship, the complexity 

of the problems, the degree of independence, the level of sharing risk and responsibility, and to 

what extent each of the organisations or actors should alter their activity (Selden et al. 2006). 

Researchers may differentiate coordination into four categories of sharing: information, 

activity, resources, and responsibility (Selden et al. 2006). However, this categorisation 

assumes that each of the actors remain independent. What if the tools or the mechanism in the 

coordination to achieve grand goals require actors to lose some of their independence or 

authority? In the integration of the information systems or organisational structure, the actors 

had to sacrifice some of their authority to be able to provide better services to the public. 

From the literature, coordination based on complexity can be differentiated into five categories, 

from the simplest to the most complex: shared information, shared activity or resources, shared 

responsibility, integrated information system, integrated organisational structure. 

Shared information is the simplest type of coordination because there are not many tools being 

used (Keast and Mandell 2014). Information is exchanged on an as needs basis, while each of 

the actors remain independent, there is no sharing of responsibilities and each actor has an 

individual goal (Himmelman 2002; Mattessich and Monsey 1992). 

The second type of coordination is shared activity or resources. It still involves sharing of 

information, but it is more formal (Himmelman 2002; Metcalfe 1994). It uses mechanisms that 

link all units together, yet each organisation remains independent (Mattessich and Monsey 

1992). There is a mutual goal but without sharing risk, each of the actors is focusing on the risk 

according to their jurisdiction. 

Sharing responsibility is the last type of coordination where each of the actors still retain their 

authority. It is characterized by high level interdependency and a denser relationship (Keast and 

Mandell 2014; Mattessich and Monsey 1992). Common goals are developed, and the risks are 

shared across actors, if one fails to achieve their goals, so do the others. Each of the actors must 

alter their activities to be aligned with the others. 
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An integrated information system is the merging of some part or all the information 

communication technology from entities. It can be just merging the database or the whole 

applications. In the merging of the database, the entities still have the flexibility to develop their 

own application. The merging of databases is usually conducted to avoid data disparity between 

entities. In the merging of the application, entities will fully lose their authority to develop and 

maintain their application, their responsibilities are just to input the data. The integrated 

information system is intended to streamline the business process, help staff to work more 

effectively (DHS, 2013) and ensure a more harmonized service delivery.  

An integrated organisational structure is the fusion of entities to create a new single structure. 

The entities that are being merged lose their authority. In the public sector there are two levels 

of integration, the service level, and the central level. The integration at the service level is 

usually conducted to provide better service to the client. The new joint service offices are 

responsible for two or more central offices. Frequently it is called co-location or a one-stop 

shop. Some of the joint service offices just put employees from different entities into a single 

location and provide services separately. This type of service is categorized as sharing activity 

and resources coordination because they are only responsible to their own central office.  The 

merging of the central offices is conducted to ensure better policy making and to cut 

bureaucracy. Both processes of integration will involve considerable communication to resolve 

how the new entities will operate and what will happen to the old organisational structures 

(Perri 6 et al. 1999). 

There is no single coordination type that is better than the other, as Peters (2006) argues it is 

the responsibility of the government to choose the most appropriate coordination type. Each of 

the coordination types has its own advantages and disadvantages. The government should 

weigh the cost of implementation compared to the benefits of coordination. 

Managing interdependence between organisations could be conducted through various tools. 

Existing studies have identified several coordination instruments that have been used in the 

public sector (Bouckaert et al. 2010; Perri 6 1997). Overall the coordination tools could be 

categorized into two main categories, structural and non-structural instruments (Bouckaert et 

al. 2010). The structural instrument includes but is not limited to the use of a leader or 

hierarchical methods of control, an inter-ministry unit, an agency with a coordinating portfolio, 

lead agencies and advisory committee, reorganisation (Halligan 2020; Peters 2015). Merging 

is also one of the structural instrument tools that are seen as unfavourable but might still be 
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appropriate (Perri 6 et al. 1999). Non-structural instruments include, but are not limited to, 

formal and informal dialogue, a joint goal, budget pooling, and culture management (Bouckaert 

et al. 2010; Perri 6 1997; Perri 6 et al. 1999). Metcalfe (1994) suggested that the selection of 

coordination tools should be considered according to the need to manage interdependence.  

 Coordination framework 

There is an extensive literature in the collaboration literatures that provides a framework to help 

analyse the factors influencing coordination practices. Three of them are a model of 

collaborative governance (Ansell and Gash 2008), an integrative framework for collaborative 

governance (Emerson et al. 2011), and a framework for understanding cross-sector 

collaborations (Bryson et al. 2006). Some of the components in the third framework will be 

adapted for the analytical framework in this thesis. 

Based on their extensive review, Ansell and Gash (2008) argue that besides the core 

coordination process there are three critical contributors (starting conditions, institutional 

design, and facilitative leadership) that influence coordination. The starting condition is 

significant for setting the level of trust and social capital, while the institutional design is 

important to set the ground rules. Leaders influence coordination because they have the role of 

mediation and facilitation. Inside the core process, there is an iterative process that will 

influence the success of coordination. The process involves face-to-face dialogue, trust 

building, the development of commitment, shared understanding, and an intermediate outcome. 

The connections of each factor are presented in Figure 2-1. 
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Figure 2-1 A model of collaborative governance 

 
Source: Ansell and Gash (2008) 
 

The factors and the connections in the Ansell and Gash model are well articulated. Yet, there 

are some problems for the current study because of the assumption that in a collaboration, non-

government actors must be involved in a collective decision-making process, so in the internal 

collaboration process the focus of the framework is on how to build consensus among actors. 

Most of the key aspects in this model are relevant to the study, but it needs some modification 

because of the developing country context and because many coordination practices in 

Indonesia only occur between government agencies. Moreover, coordination practice in central 

government is rarely established based on mutual understanding. Public sector managers are 

risk averse and will hesitate to endorse innovations such as creating joint tasks because there 

are potential risks in trying something new (Henry 2008). So, it needs a driver to start the 

coordination initiatives, and a consensus is rarely met. Peters (2015) argues that a good deal of 

coordination is not the result of agreement but rather the result of either coercion or the use of 

incentives. A recent study of coordination practices in European countries found that the trigger 

to establishing enhanced coordination practices usually involved actors who had certain 

motives (Sarapuu et al. 2014).  
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In the second approach, Emerson et al. (2011) use their integrative framework for collaborative 

governance to seek to overcome the limitations of the model developed by Ansell and Gash. 

They broaden the definition of collaborative governance, which now includes partnerships 

between and within government agencies. The difference with the previous model is the 

acknowledgement of the system context that represents existing legal, socioeconomic, and 

environmental factors that affect coordination practice. From this system, context emerges as 

the driver that provides the impetus for coordination practices. Context is significant in 

influencing the characteristics and the success of coordination practices (Emerson et al. 2011). 

In term of context, Indonesia is different from a developed country in administrative 

coordinative culture, economic conditions, culture, values, and law enforcement (Polidano 

1999; Christensen and Ma 2018). It is important to understand how the context in the central 

government of Indonesia affects coordination practices. The detail of Emerson’s integrative 

framework can be seen in Figure 2-2. 

Figure 2-2 The integrative framework for collaborative governance 

 

Source: Emerson et al. (2011) 

Bryson et al. (2006) give a more detailed explanation about the drivers for coordination (Figure 

2-3). In their framework, they categorize the drivers into three groups: the general environment 

(turbulence, competitive and institutional elements), organisational failure, and the direct 

antecedent (convener and general agreement on the problem). 
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Figure 2-3 A framework for understanding cross-sector collaborations 

 

Source: Bryson et al. (2006) 

2.2 Study of coordination in the public sector 

 Government/central agency coordination 

 Why do government actions and resources need to be coordinated? 

The coordination problem is an old and persistent issue in public administration. Seidman 

(1970) associated coordination with “the philosopher’s stone” in public administration, a 

metaphor for something that is impossible to achieve. Although research has been carried out 

in the past, there has been an increasing focus on coordination in several OECD countries 
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(Christensen and Lægreid 2006). Three major factors that are driving this movement are the 

fiscal problem, the specialization of government sectors, and the “wicked problem”.  

Peters (1998) stated that the fiscal problem has made coordination more important recently. A 

fiscal problem arises because of a budget deficit. Over time, people are more critical of 

government services. However, the source of government income is limited. This situation 

forces governments to seek efficiency in all sectors, such as eliminating redundant and 

duplicated public programmes, and harmonizing intergovernmental programmes. 

Major reforms globally tend to eliminate redundancy and duplication of public programmes by 

creating specialization in government organizations. Large multi objective organizations are 

segregated into multiple, smaller, single objective organizations. The basis of this segregation 

is the clarity of organizations’ goals, so there should be no overlapping of programmes between 

organizations. However, Christensen and Lægreid (2006) argued that this specialization can 

backfire on the effectiveness and efficiency of the organizations, because of the unexpected 

outcome of “siloization” or “pillarization”. Many examples in the literature found that the 

strong silo is the main factor in the failure of the coordination (Christensen and Lægreid 2006; 

Lægreid et al. 2014; Pollitt 2003). Campbell (1988) argues that a high degree of specialization 

of units based on sectors will lead to more intense conflict between departments. 

Further increasing the coordination challenge is the growing complexity of government 

problems. Some researchers noted it as “a wicked problem” (Christensen and Lægreid 2006; 

Lægreid et al. 2014). The impact of these complex problems goes beyond organizational 

borders and one of the solutions is working across organizations (Clarke and Stewart 2003; 

Lægreid et al. 2014). The existing administrative arrangements are perceived to be inadequate 

to deal with the problems (Campbell 1988). Specialization in the public sector does not seem 

able to handle complex collective challenges such as social cohesion. These issues have made 

coordination among and between ministries vital (Pollitt 1995). 

The coordination is needed as Frances et al. (1991) stated that coordination is needed to improve 

effectiveness and efficiency, as without coordination the public agencies might have different 

and potentially conflicting objectives that resulting in chaos. 

 Is Coordination a panacea for government problems? 

Huxham (1996) argues that coordination is not always the answer for government problems. 

She said that the government agencies should put their best efforts into solving their own 
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problems alone. Moreover Peters (1998) observes that too much coordination can create more 

problems than no coordination at all. The reason for that is specialization is good for utilising 

experts to solve a specific policy problem. Redundancy might be needed to crosscheck 

information from different organisations.  Too much coordination can be a threat to privacy 

protections. Competition between organisations can be used for internal control. 

The implementation of coordination itself could create problems, Christensen and Lægreid 

(2008) found that the implementation of coordination itself is a demanding and complex 

exercise because it involves many actors that seek to defend their turf. 

 Government Coordination Mechanisms 

Norman and Gregory (2003) argue that public administration has moved from centralized to 

decentralized, and back to centralized again.  They described it as a pendulum swing in 

administrative doctrine. The effort to align tasks and efforts across departments (Bouckaert et 

al. 2010) is not a new phenomenon (Ling 2002; Pollitt 2003). Halligan (2005) argued that the 

effort was designed differently and was more comprehensive compared to what had been done 

in the past. 

There has been a recent trend to improve coordination mechanisms in government sectors 

worldwide. These new coordination practices have come in various shapes and under various 

names, such as “joined-up-government” (Pollitt 2003; Verhoest et al. 2007), “holistic 

governance” (Dunsire 1990; Renwu and Guoqin 2012), “whole of government” (Christensen 

and Lægreid 2007), “cross-cutting management” (Taylor 2000), “horizontal management” 

(Lindquist 2012), and “collaborative public management” (McGuire 2006). 

In the Anglo-Saxon countries, the central agencies of government mostly played a crucial role 

in driving the reform (Peters 1998). Different countries have different agencies that are 

considered central agencies, such as, the Office of Management and Budget in the United 

States, the Treasury, the State Services Commission and Department of the Prime Minister and 

Cabinet in New Zealand, the Privy Council Office, the Treasury Board Secretariat and the 

Department of Finance in Canada. Central agencies refer to a group of agencies whose terms 

of reference extend across all policy areas. Peters (1998) argues that these central agencies 

always play a crucial role in the reform because they have responsibilities for the overall 

management of government itself, they had to make sure the system works well. In the 
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coordination practices, the central agencies tend to become the lead agencies in the coordination 

structure and directors of coordination practice. 

Some of the mechanisms that are used to achieve this coordination are reorganization through 

the creation of super ministries, one-stop shops, shared objectives/programs/procedures, a 

system for exchanging information, an ad hoc joint entity (committee), a person with 

coordination responsibilities, an interagency coordinating unit, and a hierarchy approach 

(Campbell 1988; Lægreid 2014; Peters 1998). 

 Factors influencing coordination in developed countries 

Taking account of recent reforms, researchers are questioning how effective the new 

coordination mechanisms are in tackling the fragmentation problem (Van de Walle and 

Hammerschmid 2011), and there are no systematic efforts to evaluate this coordination 

initiative (Halligan 2020). Research that has been conducted in a few European countries to 

evaluate how the new coordination practices work, found that only 35% of the responding 

executives said that policy coherence and coordination in their policy area had actually 

improved, while 31% said the policy coherence and coordination was degraded (Lægreid et al. 

2014). They argued that one factor causing the failure was that the introduction of new 

coordination practices is rarely based on systematic analysis of the context, that is, the existing 

administrative arrangements. Existing institutional structures, resources available to different 

actors, and politico-administrative relationships have a strong influence on how coordination 

mechanisms are arranged. There is extensive literature that identifies the factors that influence 

successful coordination in developed countries (Ansell and Gash 2008; Emerson et al. 2011; 

Mattessich and Monsey 1992; Perri 6 1997; Sarapuu et al. 2014). From the many factors 

identified there are three that reoccur: political leaders, a skilled project leader and a general 

agreement. 

The political leader is the person who leads and controls resources in the coordination process. 

Almost all the literature said that leadership is the most important key for the success of 

coordination. Without leadership support there will be no legitimacy, something that can 

reinforce inertia (Perri 6 et al. 2002). The political leader is important because they can force 

public managers to cooperate and they can leverage resources across boundaries (Mattessich 

and Monsey 1992; O'Flynn et al. 2014). 
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A second factor influencing coordination is the skilled project leader. They lead the 

coordination practices. In contrast to the political leaders, they are the project managers who 

work across boundaries, lead day to day operations and directly interact with all parties 

(O'Flynn et al. 2014; Perri 6 et al. 2002). It is important for the skilled project leader to be 

neutral because they need to get respect and trust from the coordination partners (Ansell and 

Gash 2008; Mattessich and Monsey 1992). Their role is to set clear ground rules, build and 

maintain a relationship, motivate, facilitate communication and negotiate (Ansell and Gash 

2008; O'Flynn et al. 2014; Perri 6 et al. 2002). 

A general agreement is the shared goals, strategy and implications (Ansell and Gash 2008; 

O'Flynn et al. 2014; Perri 6 et al. 2002). Coordination will be a success if all the actors have the 

same vision (Ansell and Gash 2008). So, it is important to set clear achievable goals and 

objectives. Lack of general agreement will hamper the effort to work across boundaries. The 

general agreement is much easier to apply in a time of crisis (O'Flynn et al. 2014). 

Other factors considered to be important are understanding the culture and aligning the 

performance evaluation with the level of cooperation (Mattessich and Monsey 1992; O'Flynn 

et al. 2014). 

Perri 6 (2004) argues that the internal motives of the actors can also be a constraint on 

coordination, in particular, the perception that the coordination practices are not achievable and 

worthwhile. The perception that coordination practice is a threat to individuals’ current 

positions, to the organisations or even to the existing chain of command can also hold matters 

up. Too much and too little accountability also can become a constraint to coordination. 

 Factors influencing coordination in developing countries and Indonesia 

The literature on coordination in developing countries is still limited. In China, Christensen and 

Ma (2018) studied the structure and mechanisms of coordination in crisis management. They 

found that government capacity and legitimacy significantly influence the effectiveness of 

coordination, and cultural factors frequently hamper the efforts of coordination. In Sri Lanka, 

Samaratunge et al. (2017) evaluated the effectiveness of foreign funding programs in enhancing 

coordination at local government level. They argue about the importance of contextualizing the 

program to ensure the success of coordination. Moreover, they found that the participation of 

elected officials played a crucial role in building trust among stakeholders. Both studies find 

similarities in the significance of understanding the context, the low levels of trust that 
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characterise relationships between actors and the importance of influential actors for creating 

legitimacy in the coordination programs. 

In the Indonesian context, in depth study on coordination and looking for the factors influencing 

it is still limited. Frequently the literature just notes that coordination in the public sector is 

weak, such as Basri (2017) who said that coordination problems had caused waiting time to 

increase in the ports. It was difficult to handle because actors in the public sector were resistant 

to change, but the reasons for this resistance are not analysed. Another study done by Zainul 

(2019) found that weak coordination had hampered efforts to restore the coral reefs in 

Indonesia. They suggested the need to improve coordination but did not explain how to do it. 

Other literature commonly points to the institutional weakness of government organisations and 

suggests the best solution is to create coordination units with more power to create legitimacy. 

Sandee (2016) argues that one factor is that connectivity problems in Indonesia are caused by 

lack of coordination between ministries. The new coordination unit created under the 

supervision of the National Development Planning Agency and the Coordinating Ministry was 

not effective because they did not have the budget and political power to enforce their proposed 

actions. Sato and Santikajaya (2019) found that the effectiveness of foreign aid was reduced 

because the development programs were weakly coordinated. The creation of the new 

coordinating unit consisting of four government agencies: The Ministry of Finance, State 

Secretary, the Ministry of Foreign Affairs, and the National Development Planning Agency, 

has improved coordination in development programs. Both studies state the importance of a 

coordinating unit with adequate legitimacy, but they do not analyse in depth why the 

coordination problem existed in the first place. The same with the study conducted by 

Sulistyawan et al. (2019) that argues the RIMBA corridor programme failed because of weak 

institutional legitimacy and lack of authority to govern the program. They suggest a stronger 

coordinating unit.  

Some studies analyse the cause of coordination problems in government programs in more 

depth: the study on the counter-terrorism program conducted by Muradi (2009), Probandari et 

al.’s (2011) analysis of the coordination process at the National Tuberculosis Program (NTP), 

and Paulus and Hindmarsh (2016) who analyse the weak coordination at the Climate Change 

Adaptation (CCA) programs. 
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 Barriers to coordination 

Based on the literature some of the barriers to coordination in Indonesia are like those in 

developed countries and some are unique to Indonesia. In the partnership between the National 

Tuberculosis Program (NTP) and the hospital in Yogyakarta Indonesia several factors 

accounted for why some actors were reluctant to cooperate with another actors. These reasons 

included: low enthusiasm, a superior feeling from the medical specialists, mistrust, a conflict 

of interest that came from the potential loss of incomes for hospital and specialists, 

representational problems, and risk averse people who wished to avoid the feeling of being 

blamed (Probandari et al. 2011). Additionally, scarce resources have hampered effective 

coordination by reducing the NTP staff’s capacity to maintain interaction with the hospital’s 

actors. The impact was demotivation and low performance from the nursing and laboratory 

staff. 

Coordination problems across government agencies in Indonesia are also detected in the 

Climate Change Adaption (CCA) programs. Several factors are identified as the cause of the 

problems, such as: overlapping tasks among government agencies, competing interests due to 

unclear policy and lack of clear definitions, representational problems, transfer knowledge 

problems, and lack of stakeholders’ engagement (Paulus and Hindmarsh 2016). 

Fundamental sectional and longstanding rivalries between the Indonesian police force and the 

Indonesian national army (TNI) were identified as factors hampering a joint force at the 

Coordination Desk of Counter Terrorism in Indonesia (Muradi 2009). The condition was 

worsened by weak coordination mechanisms and overlapping duties and roles between all the 

anti-terror units. 

In summary, the barriers to coordination in the public sector in Indonesia resemble those in 

developed countries, such as: strong loyalties to individual organisations, mistrust, conflicts of 

interest, lack of leader capacity, and overlapping tasks among government agencies.  

Besides those barriers there are also some problems that happen less frequently in developed 

countries but are common in Indonesian government organisations. One is the representative 

problem. A person appointed to represent an organisation in a meeting may frequently not have 

enough authority to make a decision. Commonly a coordination meeting does not find solutions 

for quite a time because the meeting participants cannot decide anything, and the person who 

has authority did not have enough information to decide. 
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Another problem that is not common in developed countries, is “projectism” (Rohdewohld 

1995). Projectism is the situation where people only want to work if there are project honoraria. 

Project honoraria could be derived from the creation of a coordination team, such as a 

committee or task force. The actors are willing to work together if there is some personal benefit 

in the form of honorarium. Due to the low-level salaries of civil servants, they tend to look for 

extra income. The options are a second job outside the government or finding extra money 

through a project honorarium in the government. The problem with encompassing all relevant 

actors in the coordinating team is that government organisations have limited funds. When there 

is an important actor excluded from the team, they will tend to become hostile and refuse to 

cooperate. 

In regard to the barriers above, researchers suggested solutions to handling coordination 

problems (Gallemore et al. 2015; Paulus and Hindmarsh 2016; Probandari et al. 2011). 

 Overcoming the coordination barrier 

In the literature, the institutional approach is still dominated by recommendations on how to 

handle the coordination challenge. Commonly the researcher suggests the importance of 

creating a coordinating unit with enough legitimacy (Sandee 2016; Sato and Santikajaya 2019; 

Sulistyawan et al. 2019), the need for an integrated information system (Probandari et al. 2011), 

the need for leadership or intermediary actors who have enough skill and influence to win over 

high level or skilled actors (Paulus and Hindmarsh 2016; Probandari et al. 2011), or simply the 

need to ratify regulations to reduce overlapping tasks and functions (Muradi 2009). Some 

suggestions are for ratifying the solutions from developed countries such as leadership skill and 

the importance of creating coordinating units. The use of an institutional approach especially 

hierarchical power is still preferred however. Probandari et al. (2011) found that top level 

acceptance did not guarantee approval from other actors especially actors with high bargaining 

power such as the hospital specialists. 

One coordination solution not related to the institutional approach is the use of informal 

communications which were found to be more effective than asking for a formal 

communication. Formal coordination mechanisms such as workshops and meetings are not 

effective because they are only building relations between organizations that already have a 

strong relationship (Probandari et al. 2011). Other solutions include the use of financial 

incentives and continuous monitoring which were found to positively affect the effectiveness 

of coordination (Probandari et al. 2011). 
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One of the findings that is quite interesting because it contradicts international best practice is 

the positive relationship between a strong single organisation and the likelihood of being 

engaged in coordination practices. In international practice, power balancing is important, there 

should be no dominant actor, because the strong actors could achieve their goals independently. 

So strong actors have a tendency to withdraw from coordination practices (Ansell and Gash 

2008; Bryson et al. 2006). However in the study of forest governance in Indonesia, Gallemore 

et al. (2015) found a strong organisation is more likely to engage in collaboration and that they 

could provide a proxy for institutional resources. Moreover, they found powerful organisations 

particularly important in controlling cross-level information as well as anchoring cross-level 

collaboration.  

2.3 Theories that explain actor behaviour 

Coordination is not a simple political and administrative problem, because the failure to work 

together can be embedded inside the government. The researcher frequently uses political and 

social science theory to get better understanding of the problems and find solutions about how 

to achieve effective and efficient coordination (Bouckaert et al 2010). The current three 

dominant theoretical approaches to coordination are hierarchy, market, and network (Bouckaert 

et al 2010).  

In addition to the three dominant theoretical approaches, this thesis will evaluate the social 

process that affects coordination within and between government organisations. Hedström and 

Swedberg (1998) argue that to identify the basic process and resources required to make 

coordination work effectively and efficiently, we need to understand social and political 

dynamics. 

Understanding the behaviour of actors through social and behavioural theories lenses is 

expected to be useful in explaining and understanding the social and political dynamics in the 

coordination study. The bureaucracy in Indonesia is significantly influenced by who is the 

leader, regardless of whether they are a political leader or head of a department. Frequently the 

policy changes when the leader changes and affects the coordination setting. The functions of 

the theory in this thesis are to explain the phenomenon in the case studies, it can help to analyse 

at the macro level and micro level. At the macro level three dominant theoretical approaches 

are expected to help explain the context within which public sectors actors work and their 
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constraints, and at the micro level, two theories that are quite useful to assess and understand 

the behaviour of actors are the power dependence theory and the motivation theory. 

 Three Dominant Theoretical Approaches 

As mentioned above, the current three dominant theoretical approaches in the coordination 

literature are hierarchy, market, and network. The bureaucratic theory of Weber (1947) 

explained how the hierarchy is used to coordinate within the public sector. The theory said that 

the division of labour is coordinated through rules, procedures and authority. The authority and 

power are the main sources of coordination. Hierarchy is used to get legitimacy and handle 

opposition (Bouckaert et al 2010). 

The use of the market as a coordination mechanism means that the coordination is done through 

the ‘invisible hand’ of the market, it involves multiple actors that act as buyers and sellers. 

Public choice theory and agency theory significantly influence the application of market-type 

coordination. They emphasize the importance of competition, performance-related incentives 

and result-oriented contract as the tools to coordinate. 

The utilisation of the network as a coordination mechanism in the public sector can be achieved 

if there are mutually dependent actors on certain issues. It is created through the establishment 

of common knowledge, common values and common strategies between actors.  

 Power dependence theory 

The power dependence theory is formulated by Richard Emerson (1962), who assumes that 

power is not inherent to the actors. It resides implicitly in another’s dependency. The powers 

are contingent and relational, he put it in the equation as Pab = Dba “the power of A over B is 

equal to, the dependency of B upon A” (Emerson 1962). Conflict will arise when there are 

inequalities in dependence. The less powerful actor will try to balance relations by offering a 

greater reward, so in this theory the less powerful actor will get fewer benefits. 

In the context of this research, the theory formulated by Emerson is suitable in the situation 

where cooperation is created voluntarily and there is no constraint for each actor to join and 

withdraw. However, what if the actors are forced to work together?  Molm (1997) extends this 

theory by adding coercive power. She labelled the Emerson power a “reward power”. Coercive 

power is the use of sanction power to get a reward from other actors. She argued that this power 

is typically used by a weaker actor to push a stronger actor to work together. She does not 
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recommend the use of this power because of the harmful effect of retaliation from the stronger 

actor. 

The power dependence theory has been commonly used in the study of relationships within 

core executives. Marsh et al. (2001) argued that the other theories, such as NPM, do not provide 

adequate analysis to understand the complex set of relationships between actors in the core 

executive. The underlying questions from this theory are what resources are being exchanged, 

who has the resources, how do structures influence actors, and who has the enforcement power 

to balance the dependence inequalities? 

The dominant characteristic of Indonesian bureaucracy is centred on the authority of the central 

departments, involving hierarchy, and asymmetry in relationships. A power dependence 

approach argues that the powerful actors are less dependent on another actor. In other words, 

according to Emerson, a power relation imbalance could create problems, the asymmetric 

relationship will make the chance of successful coordination in Indonesia weak. The department 

with more power or resources will not accept instruction from the department with less power. 

However, the use of coercive power by a central department with hierarchical power could 

possibly balance the situation.   

 Motivation theory 

The individual is most likely to be the main problem in the coordination, as Perri 6 et al. (2002) 

found that when people refuse to cooperate it is more likely because they did not want to do it 

rather than that they could not do it. There is some force that guides certain individuals to act 

in certain ways. Different people could act differently in the same situation because they are 

moved by external and internal stimuli (Bernstein et al. 2008). Researchers have developed 

numerous theories to explain motivation. Incentive theory offers an explanation for external 

stimuli, while for internal stimuli it is the expectancy theory. 

The incentive theory suggests that people are motivated to do things because of an external 

reward (Bernstein et al. 2008). People are willing to cooperate to gain a reward, the motive to 

do it is stronger as the perceived reward gets bigger. The perceived reward in the incentive 

theory is different from one person to another person depending on the place and time when the 

incentive is available (Bernstein et al. 2008). Those assumptions are different from the rational 

choice theory that assumes people will act the same way because everyone has the same level 

of satisfaction (Ostrom 1998). The incentives could be material such as wages and salary; 
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solidarity such as prestige, congeniality and a sense of belonging; or purposive incentives such 

as performance-based merit (Clark and Wilson 1961). As Perri 6 et al. (2002) found the 

coordination problem is not about money, frequently it is just about prestige and the power of 

incentive to maintain the status quo. 

The expectancy theory argues that people are motivated to act in certain ways because they 

have predicted what will happen in the future (Oliver 1974). People will act positively if they 

see a positive outcome in the future, and it is possible to achieve it. Victor Vroom (cited in 

Lloyd and Mertens 2018) found this theory explained that the motive force is the result of 

valence, instrumentality, and expectancy. The valence refers to the value that people set on the 

expected outcome. If they did not see any personal benefit from the expected outcome, they 

were likely to hinder it. Instrumentality refers to the form of involvement: how deeply are they 

involved in the process; do they have control over the result? If they see they have less control 

over the result they will be less motivated. Expectancy refers to capability to achieve the result, 

if they feel they do not have enough skill and knowledge to achieve it they will be most likely 

to hinder it. That is why in the coordinating process it is important to set achievable goals and 

to make sure everyone is involved in the decision-making process (Mattessich and Monsey 

1992). 

2.4 Research gaps in the literature 

Previous sections have reviewed the literature relating to enhanced coordination in the recent 

government reform trend, regarding what tools are used and the factors that influence it. However, 

there are gaps that need to be addressed. 

The first gap is in terms of the context. Regardless of the extensive literature analysing the 

factors that influence coordination, the study of coordination in developing countries is still 

limited. Most research studies that analyse the effectiveness of coordination and the factors that 

influence it are conducted in developed countries especially in European countries plus a few 

other developed countries such as Australia, New Zealand and the United States (see 

Christensen et al. 2015; Christensen et al. 2019; Lægreid and Rykkja 2015; Lægreid et al. 2014; 

Myrberg 2019; O'Flynn et al. 2014; Paulsson et al. 2018). The developed and developing 

countries are significantly different in their administrative coordinative cultures (Christensen 

and Ma 2018) and they also differ in economic conditions, cultures, values, and law 

enforcement (Polidano 1999) so it is more difficult to implement coordination practices. Two 
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studies of coordination in developing countries have been conducted in China (Christensen and 

Ma 2018) and Sri Lanka (Samaratunge et al. 2017). Both studies find similarities in that a low 

level of trust characterized the relationship between actors impeding coordination and strong 

actors such as elected or high-level officials have a strong positive impact on coordination. 

Indonesia is a developing country the same as China and Sri Lanka, but it has a different culture 

and a different government system, so the coordination challenges are also different.   

In Indonesia, the study of coordination is still limited, frequently the literature just notes that 

there is a lack of coordination hampering government programs (see Basri 2017; Zainul 2019) 

and others just point to institutional weakness and a lack of legitimacy, without trying to 

understand why the actors involved in coordination refused to cooperate (see Sandee 2016; Sato 

and Santikajaya 2019; Sulistyawan et al. 2019). Some studies in Indonesia conducted a deeper 

analysis of why coordination failed or succeeded, but they still focused at the program level 

(see Muradi 2009; Paulus and Hindmarsh 2016; Probandari et al. 2011). Hence the study of 

coordination in the Indonesian context at the ministerial level needs to be explored to get a 

better picture of what are their critical success factors or barriers. 

The second gap is in the theoretical approach. The studies of coordination in Indonesia are still 

dominated by organisational theory, where they posit that individuals are influenced by their 

organisational arrangements as well as by career features (Christensen and Christensen 2013), 

so their recommendation frequently is the creation of new coordinating units with adequate 

legitimacy (see Sato and Santikajaya 2019; Sulistyawan et al. 2019). Some of the studies have 

found that the barrier to coordination is related to people such as the actors who refused to 

change (Basri 2017), those feeling superior and risk averse people (Probandari et al. 2011) so 

the social and behavioural theory is suitable for explaining the coordination problem. 

Behavioural analysis is still rarely conducted in coordination studies. Eppel et al. (2013) argue 

many studies analysed what had been done in coordination but rarely analysed why or how it 

been done. A study of the behaviour of civil servants by Christensen and Christensen (2013) 

reported that the behaviour of a civil servant is influenced by who they are, what they think and 

where they work. The present study employed two social and behavioural theories: power 

dependence theory and motivation theory. These two theories were expected to be useful in 

explaining and understanding the behaviour of the actors in the coordination study.  
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2.5 Conclusion 

This chapter has provided an extensive review of the relevant literature about coordination. The 

definition of coordination is that it is a joint activity that uses appropriate tools or mechanisms 

to achieve mutual goals to create greater coherence, and reduce contradiction, lacunae, and 

redundancies within and between policies and/or implementation. This study differentiates 

forms of coordination based on complexity, it includes shared information, shared activity or 

resources, shared responsibility, integrating information system, and an integrated 

organisational structure. 

The challenge of coordination in the public sector is not a new issue, it is an old and persistent 

problem. However, it recently became more prominent because of increasing budget deficits 

and unintended consequences in the implementation of NPM. From the many factors noted by 

researchers there are three elements that keep being repeated, the roles of the political leader 

and a skilled project leader, and agreement on the problems. 

Research has been conducted to analyse the factors that influence coordination in the Indonesia 

context. The researcher found that the barriers to coordination in the public sector in Indonesia 

resemble the barriers in developed and OECD countries, such as: strong loyalties to individual 

organisations, mistrust, conflict of interest, lack of leader capacity, and overlapping tasks 

among government agencies. Some of the barriers that were unlike those of other countries 

were the representational problems and low level of salary. 

Regardless of the extensive literature analysing the factors that influence coordination, the study 

of coordination in developing countries is still limited. Some of the studies in the Indonesian 

context are still focused on the program level, studies at the ministry level are limited. 

Moreover, social and behavioural theory is still rarely applied to analyse the behaviour of the 

actors in the coordination cases. So, this study will contribute to filling those two gaps. 

The social and behavioural theoretical approaches are used because culturally in Indonesia 

individuals still play a crucial role in the success of government programs. It is therefore 

important to understand the motive of the actors in the coordination study.  
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Chapter 3 The Coordination Challenges in the Central Government 
of Indonesia 

This chapter examines the coordination challenges being faced by the central government of 

Indonesia. It begins with describing the dominant culture that has shaped the behaviour of the 

civil servant. Next the formal structure of government and the hierarchical relationships are 

outlined. It proceeds with analysing the coordination problem within the central government. 

This discussion covers the impact of coordination problems and what efforts have been made 

by the central government to overcome them. 

3.1 Civil service culture 

A culture is a set of values and norms that will shape the attitude and behaviour of an actor 

(Rohdewohld 1995). In an organisation, a culture will influence the behaviour and perceptions 

of its members as they handle problems (Schein 2010). As a factor that influences coordination 

practices in the central government, culture will affect how civil servants react when they are 

required to work together with different organisations. 

The culture in government organisations is influenced by many factors, including the 

organisation’s vision and mission, leadership style, and organisational arrangements. As a 

multicultural country, Indonesia’s regulatory systems and ethnicity have been crucial factors in 

shaping the culture of organisations (Rohdewohld 1995).  

Indonesia is always perceived as a civil law country because its laws are based predominantly 

on Dutch Law. The Dutch ruled Indonesia from the 16th century until the middle of the 20th 

century. Although Indonesia gained its independence in 1945, most of the colonial law is still 

in place and has indirectly shaped the behaviour of civil servants. They will act following rules 

and regulations. Civil servants tend to hesitate to act when regulations are not available. That 

is why the regulatory system in Indonesia is so detailed and rigid. The upper laws can only be 

implemented by including more detail using lower level regulations. Government regulations 

(Peraturan Pemerintah) are regulated in more detail by presidential regulations (Peraturan 

Presiden) or presidential instructions (Instruksi Presiden). Then, ministers will further regulate 

in detail with ministerial decrees (Keputusan Menteri) or circulation letters (surat edaran). As 

well, sometimes directorate general decrees are needed to ensure civil servants are willing to 

roll out programs. Major problems arise when the regulations conflict with each other. That is 

when coordination problems emerge. Each of the actors tries to defend their own laws and 
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regulations causing the coordination process to come to a standstill. This administrative 

environment produces highly pedantic civil servants and contributes substantially to the 

challenges of coordination. 

Indonesia is the world’s largest multiethnic democratic country with around 300 ethnic groups 

and 726 local languages. The major ethnicities of employees in government organisations are 

Javanese and Bataknese. These two groups differ in the way they face problems. The Javanese 

tend to avoid conflict and open criticism. The Bataknese are more inclined to be critical. If they 

disagree with something, they will express an objection frankly. 

Although most government employees are Javanese and Bataknese people, Rohdewohld (1995) 

argues that the predominant culture in government organisations is Javanese. This culture 

influences the concept of power, hierarchy, and conflict solutions in most government 

organisations. This ethnic group has a preference for a centralistic hierarchical top-down 

decision-making system (MacAndrew, cited in Rohdewohld 1995). The network relationship 

in Javanese culture is characterised by a patrimonial “patron-client” relationship. As a result, 

the trouble-shooters in the inter-organisational problems are usually the top-level managers. 

The problem solver of inter-organisational problems within a ministry is the minister. The 

president is the problem solver for difficulties between ministries. Although a coordinating unit 

may be created, most of the time they are not granted the authority to make any decisions if 

there are issues between units or organisations.  

3.2 Governmental relations in Indonesia 

An authoritarian government under the Soeharto regime ruled for 32 years until it was 

overthrown in 1998. In 2002, a new democratic presidential and multi-party system was 

implemented. In this new system, the president is elected directly by the people. However, the 

candidates for president are still nominated by a political party. The political party needs at least 

a twenty percent voice in parliament to be able to nominate a candidate, or parties can create a 

coalition to reach the minimum threshold. A candidate for president should get at least 50% of 

the vote to win the election. Consequently, although some of the big parties could reach the 

twenty percent threshold by themselves, they still need to build a coalition to win an election. 

This coalition usually lasts until the next election and will shape the political dynamic during 

the next 5 years of government. 
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The president is helped by a vice president and several ministers. A minister as the head of a 

ministry has a strategic position to manage a budget and formulate strategic planning about the 

organization’s objectives and how to achieve them. Because of the political coalition, ministers 

are not always selected for their professional skills. Some of the ministerial posts are allotted 

to members of the parties in the coalition. Due to this, although hierarchically ministers are 

responsible to the president, the political contracts created under coalitions have limited the 

president’s authority over some government ministries. 

This situation has created strong sectoral ministries and weak central agencies. Central agencies 

in Indonesia, such as the Ministry of Finance and the National Development Planning Agency 

(Bappenas), have weak coordination powers. After the bureaucratic reform the budget 

allocation is approved by the House of Representatives (DPR) and the sectoral ministries have 

full control over their budget. The role of the Ministry of Finance and the National Development 

Agency is to make sure that the budget spending complies with the plan and regulations.  

Ministries in Indonesia are hierarchical organisations that have four to five levels of executives, 

with the highest-level echelon I and the lowest echelon IV. Some units still have echelon V as 

the lowest level executive. Each echelon IV and V is usually helped by 4 to 5 staff. Normally 

all executive positions are filled through career paths. Just recently some of the ministries have 

tried to use an open bidding process to fill executive positions. This means that people from 

outside government can fill executive positions if they meet the requirements. Each ministry 

has different policies for promotion and lateral movement. Staff and officers in the Ministry of 

Finance are rarely promoted or moved to across echelon I units. These situations have created 

a strong siloization between echelon I units in the Ministry of Finance. Because they know that 

they will not move to another echelon I unit they feel they must protect their organisation. 

3.3 The impact of the lack of coordination in central government 

Influenced by the global trend, the “new public management” (NPM) that enforces the use of 

performance management systems, the central government of Indonesia is continuing the 

process of bureaucratic reform in Indonesia through making structural changes. The new 

structures have become more specialized through the separation of policy making and executing 

agencies. The objective of these reforms is to increase the clarity of organizational goals and to 

avoid overlapping functions between organizations. The reforms were expected to increase the 

effectiveness and efficiency of government spending (Law 17/2003). Yet, as in other countries, 
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this reform also created new challenges in the coherence of policymaking and implementation 

(Harun et al. 2019). Although coordination problems are not a new phenomenon in the central 

government of Indonesia, coordination has become more challenging recently because 

specialisation has created a lot of new silos within government ministries. 

Coordination failure has caused endemic institutional weakness in Indonesia (IMF 2006; 

Loukoianova et al. 2016; Nazara and Resosudarmo 2007; Tijaja and Faisal 2014). Institutional 

weakness is a situation where the organization fails, or is unable to deliver programs effectively 

and efficiently, progress becomes extremely slow, and budget expenditure is likely to fall 

behind. Lack of coordination can be identified by the unavailability of the consistent data 

needed to allocate effective budgets.  

One of the indicators of poor coordination in the central government is the low rank for starting 

a business as indicated by the “ease of doing business index” created by the World Bank. In 

2016 Indonesia was ranked 173 out of 190 countries. This subindex measures the complexity 

of procedures, length of time, and cost to start a business. Poor coordination practices are 

marked by complex procedures because different ministries create their own regulations that 

are not integrated with each other (ADB 2005). Since 2011, the government of Indonesia has 

made some efforts to make it easier for an entrepreneur to set up a company, but the result is 

not as expected. The numbers of procedures have built up and the time for starting a business 

is getting longer. 

3.4 Central government efforts to handle coordination challenges 

Accepting the coordination challenge in central government, the Indonesian government 

through bureaucratic reforms that began in 2001 has acted to overcome this challenge. 

Examples include the structural transformation of the Ministry of Finance, the creation of the 

committee for Economic Development Acceleration and Expansion of Indonesia (KP3EI), and 

the creation of a one stop investment permit service. These are a few examples from many 

government efforts to remove barriers within and between ministries. To show that the 

government is serious in handling coordination problems, in 2011 Mr. Susilo Bambang 

Yudhoyono, the previous Indonesian President, signed the Honolulu declaration with other 

APEC leaders. One of the points in the agreement is that the government agrees to adopt a 

whole-of-government approach in the development and evaluation of regulations by November 

2013. 
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Regardless of the numerous efforts that have been made, coordination problems are still 

persistent (Darmawan 2015; Loukoianova et al. 2016; Nazara and Resosudarmo 2007; OECD 

2012; Tijaja and Faisal 2014). Recent bureaucratic reform in Indonesia only focused on how to 

reduce service time by cutting the process or just placed two or more related organizations in 

the same place, with the assumption that this would automatically make them work together. It 

lacked any preliminary analysis of how and why some programs are working while others are 

not. 

3.5 Ministry of Finance reforms for improving coordination 

The Ministry of Finance of Indonesia is a mega ministry with an important role in the 

development of the Indonesian economy. In August 2017, this ministry had more than 72.000 

staff spread across eleven Directorates General (DGs), which have their own major functions. 

High internal complexity compounded by the complex Indonesia administrative culture and 

agency-based staffing systems, makes these DGs highly siloed. 

Since 2001, the Ministry of Finance has experienced structural transformation three times 

involving splitting and merging. The old Ministry of Finance structure was believed to be too 

big, inefficient, and unresponsive to increasingly complex socio-economic problems. This 

structural transformation was intended to remove the duplication of functions between 

directorates general, so the new structure created more functional specialisation. However it 

made coordination within the Ministry of Finance more challenging than ever, especially the 

coordination of treasury functions. Specialization is good for professionalism if supported by 

sound coordination mechanisms. However without seamless coordination across organisation 

boundaries, specialisation becomes a barrier to effective and efficient organisation (MOF 

2013). 

Each country may define and organise treasury functions differently. For Indonesia, the 

government defines them as (1) disbursements management, (2) receipts management, (3) cash 

management, (4) debt management, (5) risk management, (7) asset management, (8) accounting 

and reporting, (9) and special missions. Together all eight functions have objectives to ensure 

the government can provide the funds and assets needed to implement programs listed in budget 

documents effectively and efficiently. With the current structure these treasury functions are 

spread across multiple echelon I units particularly the DGs of Treasury, Budget, State Assets 

Management, Fiscal Balance, and Budget Financing and Risk Management. 
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In 2013, McKinsey, a private consultant was hired by the Ministry of Finance to undertake a 

review of the existing bureaucratic reform and they developed a blueprint for institutional 

transformation for 2014-2025. They argued that many of the treasury functions were straddling 

organisations’ boundaries, even though they were interconnected (MOF 2014). To solve the 

problems McKinsey recommended merging some of the DGs based on function. They 

suggested merging the DGs of Treasury, State Assets, and Budget Financing and Risk 

Management into a single organisation. 

The Minister of Finance of Indonesia at that time, Mr. Mochammad Chatib Basri, agreed with 

McKinsey’s recommendation to integrate the three DGs that managed treasury functions. The 

process continued until Ms. Sri Mulyani Indrawati became Minister of Finance and rejected the 

integration process. She preferred co-location rather than extreme restructuring. 

Although coordination instruments are primarily identified as vertical or horizontal (Halligan 

2020) within a mega ministry such as the Ministry of Finance, coordination could be both 

vertical and horizontal simultaneously. The relationship between vertical and horizontal 

coordination in this type of organisation can be intricate (Howard and Phillips 2012), it must 

balance the authority and capacity of the minister on the one hand and the operational autonomy 

of the constituent DGs on the other. They are interdependent for many purposes yet have 

experienced difficulties in devising means to improve coordination. There seems to be an 

accountability gap within the Ministry of Finance, in that, the vertical authority is not effectively 

exercised over DGs. 

3.6 Conclusion 

This chapter examined how coordination is still problematic in the central government. 

Indirectly the coordination problem in the central government is influenced by the civil service 

culture and the governmental relationship. Considerable efforts have been made such as 

bureaucratic reform, the creation of coordinating ministries, and coordination committees, but 

the result is unsatisfactory. The Ministry of Finance as the role model in bureaucratic reform is 

still experiencing the coordination problem too. 
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Chapter 4 Research Method, Methodology and Analytical 
Framework 

This chapter develops the research methodology applied in this thesis. It restates the research 

questions, and then explains the analytical framework being used. It highlights the research 

ontology and epistemology. Next, it describes the data source, data collection and analytical 

method. The ethical considerations are outlined at the end of the chapter. 

4.1 Research questions 

The aim of this research is to understand existing coordination practices in the central 

government of Indonesia, how can one coordination process be a success and others fail?  

To achieve the research objective this study formulates three questions: 

1. How do current coordination practices work? 

2. What are the factors that influence the success or failure of the implementation of 

coordination practices? 

3. How can obstacles to coordination be addressed? 

To investigate these questions, a range of coordination practices in the Ministry of Finance were 

analysed. The arrangement of coordination practices is discussed, what tools are being used, 

who are the actors involved, who and how is the leader chosen, and what are the relationships 

between actors. The critical success factors or barriers are also discussed, and so are the 

solutions to overcoming the opponents of change.  

4.2 Analytical framework 

Each of the coordination frameworks outlined in section 2.1.3 have their advantages and 

disadvantages. To enable implementation in the Indonesian context, some adjustments to the 

existing frameworks are needed. The conceptual framework (Figure 4-1) being used in this 

thesis is adapted from the three frameworks explained earlier. Because the context will 

characterise the coordination arrangement and the success of the program (Emerson et al. 2011), 

the first part of the analytical chapters is focused on context. Because all the cases come from 

the Ministry of Finance, the context in this study is the Ministry of Finance. The first part of 

the study describes the context that covers the organisational structure, leadership, and human 

resources management and then analyses how those environments affect coordination practices. 
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Figure 4-1 Conceptual framework 

 

 

The second part of the analytical chapters is analysing how each of the categories affects the 

success or failure of coordination practices. The coordination arrangement is a critical point 

before the coordination practice is rolled out because coordination practices have already 

frequently failed at this stage. The coordination arrangement is significantly influenced by how 

strong the driver is, the condition of the power – resource- knowledge asymmetry and the 

prehistory of cooperation or conflict. In the second stage therefore, the study will analyse what 

the drivers are for each of the cases and analyse how strongly they encourage cooperation. The 

drivers include the turbulence of the environment. Frequently researchers found that reform can 

only be driven by an external shock (Lægreid and Rykkja 2015; Perri 6 et al. 2002). Besides 

the turbulent environment, other important drivers can be organisational failure, the political 

leader, and the extent of agreement on the problem. Organisational failure is a condition where 

one unit cannot achieve their objective without support from other units (Bryson et al. 2006). 

The stronger the drivers the greater the chance cooperation will occur. 

However, besides the drivers, there are two other factors that influence coordination 

arrangements, these are the power-resource-knowledge asymmetry and the prehistory of 

cooperation or conflict.  The natural reaction to cooperation is first to refuse, the actor will not 
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cooperate unless he/she really has to (Huxham and Vangen 2008). The power-resource-

knowledge asymmetry creates a situation where actors can achieve their objective by 

themselves and others are not necessary, so the imbalance will have a negative effect on the 

coordination arrangements. A history of cooperation and conflict showed an initial trust level. 

If all the actors are used to working together it is much easier to initiate cooperation. 

After all the actors agree on the problems and the objectives, the coordination arrangement will 

be continued by creating the institutional design and selecting the project leader or lead agency. 

The institutional design is important to set clear ground rules, establishing the relationship 

between actors and their responsibilities. The leader of cooperation plays a critical role bringing 

all parties to the table and ensuring the success of coordination. Researchers frequently called 

them the boundary spanners (Ansell and Gash 2008; O'Flynn et al. 2014) because they have to 

work across boundaries. Without adequate skills it is hard for the leader to gain trust from the 

other actors. 

Inside the core coordination process, there is an iterative process to build trust, share 

information, share vision, and enjoy principal engagement. This process is conducted through 

various formal and informal communication channels. The frequency of communication does 

not ensure the success of cooperation but it will stimulate trust and good relationships (MAC 

2004) that will have a positive impact on the success of coordination. 

4.3 Research ontology and epistemology 

This research attempts to build a deep understanding of the factors influencing the 

implementation of coordination practices in the central government of Indonesia. The 

implementation of coordination practices are contextually bounded, meaning the context plays 

a significant role in how coordination practices are designed and implemented (Sarapuu et al. 

2014).  

A quantitative and positivist methodological paradigm has limitations in capturing a complex 

reality influenced by historical context, dynamic social situations, and interpersonal politics 

(Furlong and Marsh 2002). On the other hand, a qualitative and interpretive methodological 

paradigm has an advantage in analysing deep structures. This methodological paradigm 

believes that reality is not discovered, their objective is to gain an understanding of how ‘reality’ 

is actively constructed and shaped by social situations, interpersonal politics, and culture 
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(Furlong and Marsh 2002). Hence, this thesis adopted a qualitative and interpretive 

methodological research paradigm based on in-depth case studies. 

4.4 Research methods and data collection 

To address the main research objectives, this study adopted in-depth case studies as proposed 

by Yin (2013) involving the implementation of several coordination practices. The case study 

approach is ideal for a holistic, in-depth investigation (Feagin et al. 1991), it can provide deep 

understanding of certain phenomenon in a large government organisation (Gerring 2006). This 

study uses in-depth case studies to understand how coordination works and to identify the critical 

success factors for or barriers to coordination. 

The case of the treasury function in the Ministry of Finance was chosen because of the complex 

issues involved in internal coordination and its important role in providing funds and assets for 

government programs. The Ministry of Finance of Indonesia is the role model for bureaucratic 

reform in Indonesia. Based on the KemenpanRB evaluation in 2016, the Ministry of Finance 

was ranked first out of 77 government institutions with an A grading (Triyoga 2016). On the 

other hand, the Ministry of Finance is also well known for its strong siloization. Although the 

directorates general are hierarchical units, the unavailability of a seamless coordination 

mechanism makes them look like autonomous units. The directorates general frequently make 

policies that contradict each other. In the process of bureaucratic reform, the Ministry of 

Finance has worked hard to solve this problem by implementing new coordinating practices 

starting from simple ones such as sharing information to complex ones such as organisational 

restructuring. The results are still ambiguous, with different perceptions about degrees of failure 

and success. The evaluation of these new coordination practices for the treasury function in the 

ministry will improve understanding of how coordination practices work, what factors 

influence them, and suggest alternative possibilities to overcome barriers.   

To acquire an understanding of how coordination does or does not work, a range of coordination 

experiments were selected from strategic initiatives and key actions in the blueprint for 

institutional transformation, 2014-2025. Each of the coordination experiments were selected 

because their impact on the organistion is quite significant. Seven cases were selected to 

represent five types of coordination: shared information, shared activity or resources, shared 

responsibility, an integrated information system, and an integrated organisational structure, as 

can be seen in Table 4-1. They are: (1) data pooling, (2) state assets budget allocation, (3) 
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spending review, (4) regional fiscal review, (5)  asset liability management, (6) the state 

treasury and budget system (SPAN and SAKTI), and (7) integration of three directorates 

general that have a treasury function. These seven cases were selected because they signify 

distinct critical coordination practices that have already take place. 

Table 4-1 Case studies 

No Coordination type Case Studies 

1 Shared information Data pooling and state assets budget allocation 

2 Shared activity or resources  Spending review (SR) and regional fiscal review (KFR) 

3 Shared responsibility Asset liability management (ALM) 

4 Integrated information system State treasury and budget system (SPAN and SAKTI) 

5 Integrated organisational 
structure 

Integration of three directorates general with treasury 
functions 

 Data sources and data collection 

The focus in this study is to understand how coordination practice operates, looking for the 

factors that influence it, and looking for alternate solutions. To get a broader understanding the 

first thing is to obtain formal and informal written documents. Where government institutions 

have strong hierarchical structures, the laws and regulations are requisite documents. 

Frequently the laws and regulations formalize an agreement between actors involved in the 

coordination practice. The weakness of those written documents is that they cannot explain 

what happened behind the process. The discussions that led to mutual understanding are rarely 

published and the minutes of meeting are very confidential. To gain the whole picture of what 

happened inside the meeting, the second step was conducted through semi-structured 

interviews. High level officers were selected based on their experience in the coordination 

practice. 

 Document analysis 

For a deep understanding of what factors affect coordination practices, the first thing was to 

gather document materials. This is a common data source broadly used in a qualitative approach 

(Owen 2014). Document materials are useful to support non-written data, because they can 

capture the situation when the participants are not present. To ensure the quality of document 
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materials Scott (2006) suggests four criteria to assess them, namely: authenticity, credibility, 

representativeness, and meaning. 

Assuming the enhanced coordination practices are a product of government policymaking, the 

first documents to be collected as an appropriate authentic source are official documents that 

have been published by the government. These documents were the government laws or 

regulations that related to the coordination cases from 2002 until 2018. 2002 was selected as 

the initial year because it was when the Ministry of Finance started bureaucratic reform. 

During this period, some of the regulations were revised. The detailed changes to those 

regulations were recorded and then logged in based on the enacted time. These documents could 

not explain the process but provided some insights into the shift of power in the coordination 

practices. They showed who had authority on certain things. 

Additional government documents to support the legal documents were collected such as 

annual reports, performance reports, and audit reports. Some of these documents provide 

explanations about the problems being faced by the organisation in relation to the coordination 

cases. However, like most other government documents, these reports are selective in what they 

say. They do not directly point out who or which organisations are the problems.    

Non-government documents from newspapers and magazines (in either paper or electronic 

format) were also collected especially ones recording government correspondence and speeches 

from senior officers. The information from newspapers or magazines is valuable for 

complementing the official data especially when tracing the history of such cases, as the 

archival system of the government cannot be relied on solely. 

Besides the documents that are publicly available, there are also the organisational archival 

documents not publicly available. Some of the regulations are also not publicly available such 

as the regulations about remuneration and job rotations. These types of documents were 

gathered after interviews and requested from the participants if this were permitted. 

All the findings from the document analysis were recorded and logged-in based on the timeline. 

The result was also paired with the ministerial period of leadership as can be seen in Figure 4-2. 

By doing this the influence of the leadership on the coordination practices can be identified. 
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Figure 4-2 Longitudinal document study 

 

 Semi-structured interviews 

The next stage after the document analysis is semi-structured interviews. This process provides 

an in-depth understanding of the phenomena through the participant’s viewpoint (May 2011). 

Findings from the document analysis were confirmed through the interviews. 

Semi-structured questions rather than open-ended questions were chosen because the nature of 

the coordination problem is complex. Without a question guide the research finding could be 

too broad and shallow, because each participant will have their own perception of the factors 

that influence coordination practices.  

The interview questions were developed based on the analytical framework developed in 

section 4.2. The interview questions were constructed using the behaviour description 

interview, this method is used to gather information of an actual incident based on the 

participant’s experience. The behaviour description interview was believed to be more accurate 

for gathering information from the high-level public officer (Huffcutt et al. 2001). The 

interview question is constructed to get information about what participants think about the 

coordination practices: were they successful or not, what factors influence the success and 

failure of the coordination practices, and how has it influenced coordination. Because it is an 

open ended interview, the list of interview questions is flexible, and adaptable to the 

participants’ responses. 

Interviews were conducted in the local language (Bahasa Indonesia). The time and place were 

selected based on participant’s preferences. Interviews were conducted from December 2017 

to March 2018. All interviews were digitally recorded using a voice recorder and selectively 

transcribed into English. 

At the initial stage of the interview, the participants were usually excited when they knew about 

the objective of the research, however attitudes changed when they were asked to sign the letter 

of consent and learned that the interview would be recorded. Those usually very enthusiastic 

and agreeable to discussing the coordination problem in the Ministry of Finance at the 

beginning, become more diplomatic after they signed the letter of consent. Generally, they said 

Minister A Minister B Minister C

= Ministerial influence on coordination based on the document analysis 
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that there were no coordination problems in the Ministry of Finance and the bureaucratic reform 

had successfully removed silos between echelon I units. Some of them even refused to be 

interviewed after knowing it would be recorded and that they must sign the consent form. After 

reviewing a couple of completed interviews, the strategy for further interviews was changed.  

Before the interviews with the targeted participants, discussion was conducted with non-

targeted participants to get enough information. They were usually the staff involved in the 

coordination cases. The discussion was not recorded and has not been included. These staff 

were usually more honest when they knew they were not being recorded. So, they talked about 

all the problems during the cooperation process. Sometimes the discussion was held in the 

WhatsApp© group that consists of staff from different echelon I units. The next step after 

getting a clear picture about the problems in the coordination, was that the interview was 

conducted with the targeted participants, and all of the problems already mentioned by staff 

were presented to the participants without telling them the source of the information. 

At the initial stage, the interview was conducted with easily accessed participants. These 

participants were usually well acquainted with the author. Through them access to suitable and 

high-profile participants in the Ministry of Finance and their external counterpart agencies was 

opened. The snowball effect of the participants ensures that the next participant is familiar with 

coordination cases. 

Forty participants were interviewed. Participants are not specific to any single case because 

normally one person handles two or more programs. The participants consist of the staff and 

senior officers from the echelon I units involved in the coordination cases, the external 

consultant involved in the cases, and academic participants with experience of working with 

the Ministry of Finance. Details of the participants can be seen in Table 4-2. 

Because the researcher is a DJPB employee, some steps needed to be taken to mitigate self and 

participant bias. In order to mitigate participant bias, I explained to the participants that the 

interview would be conducted anonymously, and it was conducted for research purposes. 

Secondly, I asked their permission to record the interview. If they had an objection, I wrote the 

answers. Finally, the response from participants is to be cross checked with responses from 

other participants and other secondary data such as law and regulations. In order to mitigate 

self-bias, as much information as possible was collected from non-targeted participants (not 

included in this thesis) from different echelon I units. 
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Table 4-2 Participants for semi-structured interviews 

Unit/Classification Position and Rank External 
Participants 

Total 
Staff IV III II I 

Expert Staff     2  2 
Secretariat General of the MOF  6 3 1   10 
Treasury 2 10 3 1   16 
Fiscal Policy Agency    1   1 
Budget  1 1    2 
State Assets Management 1 1     2 
Fiscal Balance  1     1 
Debt and Risk Management  2     2 
Consultant      2 2 
Academic      2 2 
Total 3 21 7 3 2 4 40 

 

There are more participants from the DG of Treasury (DJPB) than from other echelon I units 

because all the coordination cases are related to the treasury function. Participants from the 

Secretariat General (Sekjen) are next in terms of numbers because some coordinating units such 

as the Central Transformation Office and the Pusaka, although responsible directly to the 

minister, are structurally under the Secretariat General. 

Different participants from different ranks and positions have different levels of knowledge of 

the cases. High level positions such as echelon II and I officers are more familiar with the 

philosophy as to why the cases were started in the beginning, why it was needed, and can 

provide a more informative answer. While middle level officers (Echelon III and IV) are more 

familiar with the problem in the field, sometimes what has been decided at the top level is not 

always executed at the middle and low levels. 

Consultants and academics are the participants from external organisations. The consultants 

come from a private organisation hired by the Ministry of Finance to assist the organisation in 

some coordination cases. The academics are participants from a reputable university. They 

might not be directly involved with coordination cases, but they used to work with the Ministry 

of Finance, so they know the relationship between echelon I units in the Ministry of Finance 

very well. These counterparts are external actors who work together side by side with some 

units in the Ministry of Finance for special cases. They are expected to provide an independent 

opinion about problems inside the Ministry of Finance. 
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4.5 Data analysis 

The most crucial stage in the qualitative study is data analysis, this is the meaning making 

process of linguistic material, from which a researcher can make a statement (Flick 2009). Data 

gathered from documents and interviews is analysed using thematic analysis and a longitudinal 

study. A thematic analysis was conducted through summarising the interview response and then 

classifying the answer into the analytical framework element (see figure 4-3). By doing this it 

is possible to investigate how strongly each component influenced the coordination practices. 

A longitudinal study was conducted by analysing a certain case over time, each important event 

was put in a time sequence, so that real situations in the coordination could be captured. Such 

as, the respondent could say that the coordination practice was a success but the data analysis 

can show how long the decision took and the interaction between actors. After the interviews 

are transcribed, the first thing to do is code and classify the raw data to simplify the information. 

The coding and classification are based on the categories in the research framework. The 

analysis is conducted following each of the classifications and then put in the time horizon to 

compare it with changes in the organisational structure and environment such as the changes in 

ministers and other high-level officers (Figure 4-3). It is also compared to the changes in the 

regulations. Doing this identifies the factors that have a significant influence on the coordination 

cases. 

Figure 4-3 Data analysis of components of the framework (figure 4-1) 

 

Document analysis was also conducted during the interview period because some of the 

documents were not publicly available. If there was unclear information arising from the 

document analysis, a verification process was conducted directly with the participant. If the 

participants were difficult to contact, the verification was conducted with their staff or other 

people involved in the coordination cases. 

To answer the first research question “How do current coordination practices work?”, the first 

thing to do is to classify the raw data based on the cases. Data reductions were taken to remove 
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unrelated information. The focus of information was what are the drivers for the coordination, 

how is the coordination arranged, what is the relationship between related actors, what are the 

problems during the coordination process, and what is the result? Triangulation analysis was 

conducted by comparing what the participants said and the existing regulations, comparing the 

response from one participant to another participant’s, and the response to the annual report or 

news in the media. Some interpretations were made if one participant’s response did not match 

that of other sources.  

4.6 Ethical considerations 

Since this study involves humans in its data collection, attention is paid to the ethical issues that 

might appear during the research process. The national statement on ethical conduct in human 

research states that the principle of ethics in social research is that they should not pose any 

harm to participants, nor proceed without informed consent, nor intrude on participants’ 

privacy, nor involve any fraud (NHMRC 2007). 

Before the participants were interviewed, a formal letter/email was sent to them, which 

provided a brief explanation of the study using the local language (Bahasa Indonesia) given 

before the data collection occurs. This brief explanation consists of information on the purpose 

of the study and data collection, the benefits to society or to the institution, contributions to 

knowledge, and their right to have access to the overall results. In addition, potential 

participants are informed that their participation is voluntary, thus they can withdraw from the 

interviews at any time. This study also provides the guarantee of confidentiality to the 

participants. Before beginning the interview, a written informed consent must be signed by each 

participant. Ethical approval was obtained before commencing field studies. 

4.7 Conclusion 

This chapter details the processes undertaken in the current studies. The aim of this study is to 

understand existing coordination practices in the central government of Indonesia, how can one 

coordination process be a success and others fail? In order to answer the research question, this 

research adapted an analytical framework based on those of Ansell and Gash (2008), Bryson et 

al. (2006), and Emerson et al. (2011). In the framework, the factors that influence coordination 

are categorized into stages: driver, starting conditions, institutional design, facilitative 

leadership, and core coordination process. The data sources use primary and secondary data. 

The secondary data uses publicly and non-publicly available documents, such as regulations, 
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confidential documents, and information from the news media. The primary data are obtained 

through semi -structured interviews with the relevant actors within and outside the Ministry of 

Finance, with forty participants in total. The data analysis is conducted through thematic 

analysis and a longitudinal study. The results of the data analysis are described in the next 

chapter. 
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Chapter 5 Institutional Arrangements at the Ministry of Finance of 
Indonesia 

This chapter sets out the context of the coordination cases generated from the analysis of both 

document analysis and interviews. It outlines the existing organisational structure of the MOF, 

the impact of bureaucratic reform from 2014 until 2018 on the organisation of the MOF and 

notes the Ministers of Finance during the bureaucratic reform. It also addresses the leadership 

characteristics, and the relevant features of human resource management at the MOF: the 

mechanism of job rotation and promotion, the composition of the salaries and allowances of the 

MOF employees, and how the performance of the employee is evaluated. 

5.1 Organisational structure 

The Ministry of Finance (MOF) is one of the ministries in Indonesia that has responsibility for 

finance and state assets. Indonesia has only one ministry responsible for fiscal policy. The 

Indonesian government does not have a cabinet, so the minister is appointed and personally 

responsible to the president. 

The Ministry of Finance is a mega two-tier department in the central government of Indonesia 

with multiple highly specialised echelon I units. The structure of the Ministry of Finance has 

the characteristics of a holding type organisation. After several changes, as seen in Figure 5-1 

the organisational structure of the MOF in 2018 consisted of eleven echelon I units. Echelon I 

units in Indonesia are similar to deputy secretary offices in Australia. Six of them are highly 

relevant to the case studies and the rest less relevant. The relevant echelon I units are the 

Secretariat General (Sekjen), Budget (DJA), Treasury (DJPB), State Assets Management 

(DJKN), Fiscal Balance (DJPK), and Debt and Risk Management (DJPPR). The less relevant 

echelon I units are the Inspectorate General (Itjen), Taxes (DJP), Customs and Excise (DJBC), 

Fiscal Policy Agency (BKF), and the Education and Financial Training Agency (BPPK). A 

detailed organisational structure for each echelon I unit is presented at Appendix 6.  

Besides the eleven echelon I units, the MOF also has eight assistant ministers (professionals 

appointed by the minister) and three centres, but this research will not discuss all of the assistant 

ministers and the centres, only the Assistant Minister for Organisation, Bureaucracy, and 

Information Technology is directly involved in the coordination cases examined in this thesis. 

The Secretariat General (Sekjen) coordinates and provides administrative support to all units 

within the Ministry of Finance. The Secretariat General of the MOF has eight echelon II units 
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called Bureau. Four of them play a crucial role in coordination practices: the Bureau of Planning 

and Finance, the Bureau of Organisation and Management (OTL), the Bureau of Law, and the 

Bureau of Human Resources. The Bureau of Planning and Finance has the potential to influence 

coordination because the unit is responsible for the budget allocation for each echelon I unit 

and manages the performance indicators. The Bureau of Organisation and Management is 

responsible for evaluating the existing organisational structures and approving any structural 

changes. The Bureau of Law is responsible for the harmonisation of regulations before they are 

enacted. The Bureau of Human Resources is responsible for making regulations about human 

resources and the administration for promotion to echelon II and echelon I or moving across 

echelon I units. 

Figure 5-1 The Ministry of Finance organisation chart 

 

Source: www.kemenkeu.go.id 

Budget formulates and implements policies in the budgeting sector. The budget review is 

conducted by members of parliament, who will approve the budget proposal. The DG’s role is 

to ensure that before the budget document is finalised it is in accord with the expenditure 

efficiency policy and that the line item costs do not exceed the standard costs. 
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Treasury (DJPB) formulates and implements policies in the field of budget execution, cash 

management and investment, the special agencies financial management, and government 

financial accounting and reporting. Initially Treasury was the only unit that had treasury 

functions before some of the functions (asset management and financing management) were 

split off in 2006 to be new echelon I units. 

State Assets Management (DJKN) formulates and implements policies in the field of state 

assets, asset valuation, state receivables, and state auctions. 

Fiscal Balance (DJPK) formulates and implements policies in the field of management and 

transfer of funds to local government. They calculate the allocation of the general allocation 

fund (DAU), the special allocation fund (DAK), the revenue sharing fund (DBH), and many 

other types of fiscal balance transfers from central government to regions. 

Debt and Risk Management (DJPPR) formulates and implements policies in the field of debt 

management, grants, government bonds, and financial risk management. 

The Inspectorate General (Itjen) is the government internal supervisory apparatus that 

supervises all activity carried out by all the echelon I units. The Inspectorate General conducts 

internal supervision through audits, reviews, evaluations, monitoring, and other activities. The 

Minister of Finance gets all the reports from the Inspectorate General that include findings and 

recommendations. 

Taxes (DJP) formulates and implements policies in the tax sector. Tax revenue is still the main 

source of revenue for the Government of Indonesia, in 2018, 85.40% of government income 

was from tax, it financed 72.86% of government expenditure. That is why the ability of the tax 

officer to predict the tax income each month is important to safeguard government liquidity. 

Customs and Excise (DJBC) formulates and implements policies in the field of customs and 

excise, including supervision and law enforcement. Although revenue from customs and excise 

is not as big as the tax revenue, the DG of Customs and Excise has an important role to ensure 

only allowed goods are imported to Indonesia. 

The Fiscal Policy Agency (BKF) formulates, decides, and makes recommendations in fiscal 

policy and the financial sector. And the Education and Financial Training Agency (BPPK) 

conducts education, training, and competency certification for all echelon I units at the Ministry 

of Finance.  
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Some of the echelon I units such as Taxes, Customs and Excise, Treasury, State Assets 

Management, and the Education and Financial Training Agency have regional offices and 

service offices. Other echelon I units such as the Secretariat General, Inspectorate General, 

Budget, Fiscal Balance, Debt and Risk Management, and the Fiscal Policy Agency only have 

central offices. Echelon I units who had regional offices and service offices provided their 

clients with services which were much closer because they had offices in each province, while 

the clients of echelon I units that did not have regional offices, had to go to Jakarta. To improve 

services these “non-regional” echelon I units tried to implement e-services, for example Budget 

conducted budget reviews through a website chat room. Other echelon I units worked with 

those echelon I units who had regional offices, for example Debt and Risk Management gave 

authority to the regional offices of Treasury to issue grant registration numbers. There were 

75,845 employees in 2019. The allocations for the central and the regional offices in 2016 were 

17.96% at the central office and 82.04% at the regional office (MOF, 2016). The composition 

of employees in each echelon I can be seen in the Table 5-1. 

Table 5-1 Composition of the Ministry of Finance employees in 2019 

Source: www.sdm.kemenkeu.go.id 

5.2 Bureaucratic reform and organisational transformation 

Bureaucratic reform at the Ministry of Finance was triggered by the economic financial crisis 

in 1998. The objectives of bureaucratic reform were to create honest, professional, and 

accountable government officers, and to create an efficient and effective government operation 

so the MOF could provide the best service to the clients (MOF, 2009). The Minister of Finance, 

Ms. Indrawati, at the World Accountants Congress 2018 said that before the bureaucratic 

reform was started, the DG of Tax was the country’s second most corrupt institution and the 

DG of Customs and Excise was ranked fifth (Prasongko 2018). The reform program’s success 

in eradicating corruption from institutions, was confirmed by some awards. One award was 

given by the Corruption Eradication Commission (KPK) on world anti-corruption day 2018 

Echelon I units Employees  Echelon I units Employees 
Secretariat General 2,660  State Assets Management 3,851 
Inspectorate General 707  Customs and Excise 15,382 
Fiscal Balance 556  Budget 838 
Treasury 7,292  Fiscal Policy Agency 545 
Debt and Risk Management 498  Education and Financial 

Training Agency 
1,342 

Taxes 42,183  
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because the Ministry of Finance was able to prove that their units were free from corruption 

(MOF 2017). 

Bureaucratic reform in the MOF caused a structural transformation involving splitting and 

merging as can be seen in Table 5-2. The reform started with the enactment of three state finance 

laws, a package that consisted of law no.17/2003 about state finance, law no. 1/2004 about the 

state treasury, and law no. 15/2004 about the audit of management and the accountability of 

state finance. The impact of these three state finance laws meant that the organisational structure 

of the MOF needed to be adjusted. These adjustments included the separation of budget 

planning and budget execution functions. In 2004 the DG of Budget (DJA) was divided into 

two DGs, Budget and Fiscal Balance (DJAPK) and Treasury (DJPB). The DG of Fiscal Balance 

(DJPK), which was created in 2001 to carry out the function of fiscal balance between the 

central and the regional governments, was merged with the DJAPK. The Fiscal Analysis 

Agency merged with some functions from other units and became the Economic, Financial, and 

International Cooperation Assessment Agency. In this year also, one echelon I unit, the 

Financial Information and Technology Agency was demoted into echelon II units under the 

Secretariat General called the Centre for Financial Information Systems and Technology 

(Pusintek). The functions remained the same; to support application development and computer 

hardware. 

In 2007 the reform was conducted more intensively through three approaches: organisational 

transformation, business process improvement, and human resources quality improvement. The 

organisational transformation took the form of specialisation in functions, elimination of 

overlapping activities, and the modernisation of service offices. The business process 

improvement was carried out through evaluating the existing business process, the 

implementation of job ranking, the implementation of a balance scorecard performance 

evaluation and the development of e-government. The human resources quality improvement 

was conducted through the implementation of key performance indicators (KPIs), which were 

instruments to supervise and enforce work discipline. Besides that, new renumeration was 

introduced to motivate employees and change their culture. 
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Table 5-2 Structural organisation transformation 

2001  2004  2007 
Secretariat General  Secretariat General  Secretariat General 
Inspectorate General  Inspectorate General  Inspectorate General 
Taxes  Taxes  Taxes 
Customs and Excise  Customs and Excise  Customs and Excise 
Education and Financial 
Training Agency 

 Education and Financial 
Training Agency 

 Education and Financial 
Training Agency 

State Receivables and 
Auctions 

 State Receivables and 
Auctions 

 State Assets Management 

State Financial 
Accounting Agency 

   Debt and Risk 
Management 

Budget  Treasury  Treasury 
  Budget and Fiscal Balance  Budget 
Fiscal Balance    Fiscal Balance 
Fiscal Analysis Agency  Economic, Financial, and 

International Cooperation 
Assessment Agency 

 Fiscal Policy Agency 

Financial Information 
and Technology Agency 

    

Note: two echelon I units, the Capital Market Supervisory Agency (Bapepam) and the 
Directorate General of Financial Institutions (DJLK) are set aside from the table because in 
2012 they were merged into a special body outside the MOF  

The impact of the massive reform in 2007 was that the organisational structure was changed as 

it was becoming more specialised in function. The DG of Budget and Fiscal Balance was split 

into two echelon I units, the DG of Budget, and the DG of Fiscal Balance. Some of the functions 

in Treasury were taken out and merged with State Receivables and Auctions to create a new 

echelon I unit called State Assets Management. The financing management functions were also 

removed from Treasury and allocated to a new echelon I unit called Debt Management, that 

later changed its name to Debt and Risk Management. 

In 2007, some of the service units from Taxes, Customs and Excise, and Treasury were 

modernized. The service units with higher potential for corruption were targeted. The 

employees in the modernised service offices were very carefully selected and they got higher 

salaries than regular service officers. 

The Ministry of Finance continued their bureaucratic reforms by issuing the organisation 

transformational blueprint 2014-2025. The blueprint consisted of eighty strategic programs to 

be carried out by each echelon I unit during the period 2014-2025. The strategic programs were 

the results of a comprehensive evaluation of the previous reform conducted by McKinsey 



  

53 

accompanied by a team from the Ministry of Finance. One of the recommendations from 

McKinsey was the reintegration of all treasury functions that were spread into three echelon I 

units: Treasury, State Assets Management, and Debt and Risk Management. 

In 2016, when the ministerial leadership of the Ministry of Finance changed, Ms. Indrawati 

agreed to all the strategic programs in the organisational transformational blueprint except the 

organisational merger. She wanted to improve the synergy between echelon I units, so she 

requested new strategic programs that involved multiple echelon I units, not ones just focussed 

on each echelon I unit. She always used the term “connecting the dots” (Participant B7y0). 

Based on the agreement in the leaders’ offsite meeting in 2016, twenty new strategic programs 

to be carried out during the period 2017-2019 were enacted. All the strategic programs in the 

organisational transformational blueprint 2014-2025 were assumed to be carried out and it 

became the responsibility of each echelon I unit to maintain their strategic programs. 

5.3 Ministers of Finance 2004-2018 

After the enactment of the three packages of finance law, bureaucratic reform in the MOF has 

gone through three presidential elections with two presidents and five ministers of finance. Mr. 

Susilo Bambang Yudhoyono with the United Indonesia Cabinet won the presidential election 

in 2004 and was re-elected in 2009. Mr. Joko Widodo (Jokowi) won the presidential election 

in 2014 and called his cabinet the Working Cabinet. Ministers selected by the president came 

from professional groups or representatives of the supporters of the political parties. The 

president reshuffled cabinets for many reasons, one being the poor performance of ministers. 

The list of the Ministers of Finance during each Cabinet from 2004 until 2019 can be seen in 

Figure 5-2.  

Figure 5-2 The Ministry of Finance during period 2004 - 2019 

 
Source: developed from document analysis 
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During the United Indonesia Cabinet 1, a cabinet reshuffle occurred in 2005 because the rapid 

fall in the value of the rupiah at that time raised widespread concerns. As well, trust in the 

government plunged because the cabinet members were working without coordination (BBC 

2005). Along with changes in other ministries, the Minister of Finance changed in December 

2005 from Mr. Jusuf Anwar to Ms. Sri Mulyani Indrawati, who had been previously appointed 

as the head of the National Development Planning Agency (Bappenas). 

In the United Indonesia Cabinet 2, the Minister of Finance changed twice in 2010 and in 2013. 

Ms. Indrawati was reappointed as the Minister of Finance for the second time in the United 

Indonesia Cabinet 2, but she was replaced by Mr. Agus Martowardojo in May 2010 because 

her policy of bailing out the Century Bank raised political turbulence. Some people said that 

she was changed because of her policy on tax reform (Grenville 2016). The inability of Mr. 

Martowardojo to build good relations with the members of parliament meant he could not stay 

long as the Minister of Finance. In April 2013, suddenly Mr. Yudhoyono fired Mr. 

Martowardojo for an unknown reason (detikfinance 2013). As a temporary measure the 

Minister of Finance duties were undertaken by the Coordinating Minister for Economic Affairs 

until in May 2013, Mr. Basri was appointed as the Minister of Finance. 

In 2014, Mr. Jokowi won the election and he appointed Mr. Brojonegoro as Minister of Finance. 

However, after two years, Mr. Jokowi felt that his cabinet was not working fast enough 

(Rakhmatulloh 2016). So, in July 2017 he reshuffled his cabinet and Ms. Indrawati came back 

replacing Mr. Brojonegoro.    

Before Mr Jusuf Anwar became the minister, he had long experience as the top level officer in 

the MOF starting as the head of the Education and Financial Training Agency (BPPK), then 

moving on to become the Secretary General of the Ministry of Finance and the head of the 

Capital Market Supervisory Agency (Bapepam). He also had experience as the executive 

director at the Asian Development Bank (ADB) from 2000 until 2004. His first challenge as 

the Minister was how to handle the budget deficit, by increasing government income and 

reducing dependency on foreign debt. Bureaucratic reform was still not the focus for him. 

Before Ms. Indrawati was appointed as the head of the National Development Planning Agency 

in 2004, she had already become an executive director of the International Monetary Fund 

(IMF) in 2002 and a consultant to the US Agency for International Development (USAID) in 

2001. She was first appointed as the Minister of Finance in December 2005 in a cabinet 
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reshuffle. At that time she also acted as the Coordinating Minister for Economic Affairs and 

was the most influential person in the United Indonesia Cabinet I (Kartasasmita 2013).  

Reform had started in 2002, but total reform in the MOF began when Ms. Indrawati was 

appointed as the minister. Fundamental changes happened in the MOF starting with the 

reorganisation, modernisation of service offices, raised salaries and the creation of new 

performance management (LaForge 2016). She was able to reduce the level of corruption 

especially in the Directorate General of Tax and the Directorate General of Customs and Excise 

(Basri 2018). She resigned in 2010 after political turbulence and was re-appointed as the 

Minister again in 2016 by President Jokowi. 

Mr. Martowardojo does not have any bureaucratic experience. His major experience is from 

banking, he is one of the top bankers in Indonesia. His last position before he was appointed as 

the Minister of Finance was as the Head of Bank Mandiri. He continued the bureaucratic reform 

in the MOF by issuing the organisation’s transformational blueprint 2014-2025. He is known 

as a leader who is decisive and attentive to detail, who always sticks strictly to the rules. His 

accomplishment is to establish the values of the Ministry of Finance (integrity, professionalism, 

synergy, service, and excellence) and remove the difference in renumeration between echelon 

I units except for Taxes remuneration. The new values replaced all the different values of each 

echelon I unit, the minister’s idea being to make the Ministry of Finance one big family. 

Mr. Basri has a strong academic background as he started his career as a research assistant at 

the ANU, Australia, from 1994 until 2001. He was the special adviser to the MOF when Ms. 

Indrawati was appointed as the Minister of Finance from 2006-2010, so he understood what 

was happening inside the MOF well. He served as the Minister of Finance for only one and a 

half years. He said that nothing much could be done in that short time period, so he just 

continued what had already been done (Basri 2018).  

Mr. Brodjonegoro started his career at the University of Indonesia. He was the dean of the 

Economics Faculty from 2005-2009, after that he became the Director of the General Islamic 

Research and Training Institute, Islamic Development Bank until 2011. He first joined the MOF 

in 2011 when Mr. Martowardojo asked him to be the head of the Fiscal Policy Agency (BKF). 

In 2013 Mr. Brojonegoro was appointed as the Vice Minister of Finance. His biggest 

achievement was the launching of the SPAN in 2015 but worsening economic conditions and 

the increasing budget deficit made President Jokowi replace him with Ms. Indrawati. 
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5.4 Human resources management 

 Job rotation and promotion 

Job rotation is a transfer of employees to a new office or a new division in the same office 

without an increase in the structural position. Promotion is an increase in the structural position 

of an employee that can be accompanied by a change of workplace or they can remain in their 

current division. Both definitions explicitly say that if there is a change in an employee’s status, 

then there must be a person who authorized it, an organisation who administers it and a business 

process to carry it out. 

Generally, the one who authorizes the moves and promotes all central government employees 

is the president. However as can be seen in Table 5-3 the president’s authority for most positions 

is delegated. Authorisation to move and promote echelon II officers and lower is delegated to 

his/her ministries (Government Regulation number 63/2003). Different ministries have 

different regulations, and within the Ministry of Finance there is further delegation. The 

Minister delegates all decisions except for moving and promoting echelon II officers (The MOF 

decree number 74/KMK.01/2012). The authority to move and promote to echelon III officers 

is delegated to the Secretary General, the authority to move and promote echelon IV officers 

and lower is delegated to the directors general as the head of echelon I units. However, the 

Secretary General still has the authority to move or promote echelon IV officers and lower to 

different echelon I units.   

Table 5-3 The authority for job rotation and promotion 

The Advisory Board on Position and Rank (Baperjakat) was created at both the central level 

and the echelon I level to give advice to the Minister and echelon I leaders about employees 

who will move or get promotion. The Central Baperjakat will evaluate the employee 

recommended by their echelon I leader to fill their respective echelon II and echelon III 

Structural 
Position 

Promotion Job Rotation 
Within Echelon I Between Echelon I 

Echelon I officer President President President 
Echelon II officer Minister Minister Minister 

Echelon III 
officer 

The Secretary General The Secretary 
General 

The Secretary 
General 

Echelon IV 
officer 

The Director General The Director 
General 

The Secretary 
General 

Staff The Director General The Director 
General 

The Secretary 
General 

Source: Document Analysis   
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positions. The Echelon I Baperjakat will review the recommendations for the echelon IV and 

V officers. 

According to regulations, the echelon I leaders and Baperjakat should consider administrative 

requirements and a few other things before recommending and approving that an employee 

move or be promoted. Some of the other things include the job position standard competency, 

work performance, and the working period. The employee competency should fit the job 

position standard competency. The Baperjakat should evaluate the hard competency 

(knowledge and skill) and soft competency (attitude). The employee’s performance will be 

evaluated based on the achievement of the individual’s key performance indicators (KPI). 

Normally job rotations will be conducted after the employee has worked in the same position 

for at least two years and a maximum of five years. Each of the echelon I units can set specific 

requirements for their structural positions such as that the employee should be experienced in 

a certain office. 

In the MOF job rotation and promotion for echelon II, III, IV and V officers across echelon I 

units are conducted through coordination between related echelon I units that involve the 

Secretariat General (the MOF regulation number 39/PMK.01/2009). Job rotation and 

promotion for echelon II, III, IV and V officers in the Ministry of Finance is commonly 

conducted within their respective echelon I units, rotation or promotion across units for these 

levels rarely happens.  

 Salaries and allowances 

The composition of salaries and allowances for MOF employees was different from those of 

other ministries and it changed twice, in 2007 and in 2014. Before 2007, in addition to the 

regular salary and allowances received by employees in the other ministries, MOF employees 

received a special allowance (the TKPKN). Like the salary the TKPKN was determined by the 

rank of the civil servanti. This rank was calculated based on the level of education and years of 

service. In normal circumstances the rank of a civil servant will increase every four years. This 

system tends to make employees lazy because everyone is paid equally no matter how hard they 

work. This system also did not consider the characteristics and the risks of the job.  

In 2007, job grading was introduced as part of the bureaucratic reform in the MOF to improve 

employee professionalism. The grading did not affect the regular salary, but it changed how the 

TKPKN was paid. There are 27 grades, a higher grade will get a higher allowance. Grade 1 to 
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12 is for staff and grade 13 to 27 is for the executive level. The executive level and the staff 

have different mechanisms to determine their grades. The grade for the executive level is 

attached to the structural position not the person and is determined by the characteristics of the 

job. A riskier job will get a higher grade. An analytical job gets a higher grade than an 

administrative job. The grade attached to a structural position will not change unless there is a 

request from the respective director general (Participant s2c0). The grade for staff is attached 

to the employee not the unit and is more flexible. The staff grade changes every year based on 

the assessment of the evaluator, one of whom is their supervisor. The evaluator will make their 

decision based on the performance, behaviour, rank, education level, and skill of the employee. 

In addition to the TKPKN, from 2007 employees in specific echelon II units got an additional 

allowance (TKT). The allowance for each unit also varied, the greater the potential for 

corruption the higher the salary. The objective of this additional allowance was to reduce the 

potential for corruption. As Minister Indrawati (2018) said at the early stage of bureaucratic 

reform, Taxes was ranked 2nd of the most corrupt institutions in Indonesia and Customs and 

Excise was ranked 5th. However, these income differences caused jealousy and created a 

stronger silo between units. A participant said, “sometimes they (the people in a meeting) hint 

at the different salaries” (Participant N1e0). As a result, some of units tend to refuse to help 

other units which have a higher allowance because they think that as they got higher payouts, 

so they should work harder. 

When Mr. Martowardojo was appointed as the Minister of Finance in 2010, he came up with 

the idea of making the Ministry of Finance as one. He tried to remove the silos by eliminating 

the differences between units. One move was to make income equal for all units in the MOF 

but still maintain the performance-based salary. From 2014 all units received the additional 

allowance. The amount of the additional allowance is the same for all echelon I units except for 

Taxes and is dependent on the grade attached to the TKPKN. In that year, the TKPKN changed 

the name to the performance allowance (TUKIN), because that allowance was no longer 

specific to the Ministry of Finance. All ministries who had to carry out bureaucratic reform also 

got the performance allowance. To motivate the MOF employees to work harder, in addition to 

the existing allowance, in 2014 they were also paid a yearly performance allowance based on 

the achievement of their individual performance indicator and an organisation performance 

indicator. 
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 Performance evaluations 

Until 2011 the Ministry of Finance were still using the performance evaluation based on the 

government law for the assessment of public servants’ work performance (Government 

Regulation number 10/1979). However, the performance evaluation based on that regulation 

was criticized for not motivating the employees effectively and it was very subjective because 

the supervisor was the only one who evaluated their subordinates’ performance (Wahyudi 

2014). As part of the bureaucratic reform to increase the quality of human resources, in 2011 

the Ministry of Finance enacted a ministerial decree about performance management for the 

Ministry of Finance (Ministerial Decree number 454/KMK.01/2011). The difference from the 

government law was that the performance evaluation was composed of two components, the 

employment performance achievement (CKP) and the behaviour assessment (NP). The 

weightings for each component were 70% and 30% respectively. 

Based on the ministerial decree all employees must make a work contract each year that consists 

of planned activities and the target for the year. At the end of the year the achievement of the 

target will be measured, and the result used for the employment performance achievement 

(CKP) score. The planned activities cascade from the president’s promises, to the minister’s 

work contract, until the lowest is the staff work contract, so it can be said that all the staff 

activities are to support the minister’s work contract according to their prerogative. The work 

contract is made by the employees, but it must be approved by their supervisors, and the target 

must be challenging and improve on the previous year’s target (KMK 454/KMK.01/2011). 

The behaviour assessment evaluates employee behaviour on six aspects: service orientation: 

integrity, commitment, discipline, cooperation, and leadership. The 360o evaluation is 

conducted every semester by the supervisor, peers, and subordinates. The weightings of 

assessment for supervisor, peer and subordinate are 60%, 15% and 25% respectively. 

Finally, the president enacted a new regulation about the assessment of public servant work 

performance (PP 46/2011), that very much resembled what had been done by the Ministry of 

Finance. The Ministry of Finance still used their own regulations as the basis for remuneration 

and promotions. In the new government regulation, behaviour assessment is still conducted by 

the supervisors only, which is different from the MOF regulation that conducted a 360o 

evaluation. MOF employees still use the performance evaluation based on the government 

regulation for the administrative requirements for public servants. 
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The end of year remuneration is determined based on the score of the performance evaluation 

(NKP). The final score will be categorised into three groups, they are low (NKP < 75%), 

medium (75%<NKP<90%), and high (90%<NKP<120%). In the new regulation in 2014 the 

categorisation changed. It now uses a normal distribution with the grouping, 15 % the top score 

categorised as a top performer, 70% in the middle categorized as an average employee, and 

15% the lowest score categorised as below average. This categorization affected the willingness 

of the employee to cooperate. Willingness increased if the coordination activities had a positive 

impact on the performance achievement. 

5.5 Conclusion 

As has been mentioned in the analytical framework in chapter 3, the context will characterise 

the coordination arrangement and affect the chances of success for coordination (Emerson et 

al. 2011). The context of this study is the Ministry of Finance during bureaucratic reform 2004 

-2008. This chapter has outlined the context that covers the organisational structure, the process 

of current bureaucratic reform, the changes of leadership in the Ministry of Finance during the 

bureaucratic reform, and the human resources management. All of these are the institutional 

factors that were found to be quite significantly influencing coordination practices at the 

Ministry of Finance.  

The organisational structure of the MOF is noticeably big and highly specialized. To carry out 

a program needs two or more echelon I units to work together. The bureaucratic reform led to 

several changes in the operational structure with merging and splitting into more specialised 

echelon I units which made coordination more challenging than ever.  Frequent changes of 

minister also affected the culture of cooperation in the organisation. Coordination is much easier 

when the leader enforces it. The human resources management in place also stimulated a silo 

mentality because job rotation and promotions were rarely conducted between different echelon 

I units. The salaries and performance-based allowances effectively reduced corruption and 

improved the quality of the work. However, they did not encourage co-operation because the 

performance evaluation was based on individual performance. There is provision for a joint 

performance indicator but limitations on how often it can be used. 

  



  

61 

Chapter 6 Coordination Cases and the Issues 

This chapter addresses the first research question “how do current coordination practices 

work?” It examines each of the coordination cases based on the analysis of interviews and 

documents. Each of the sections explains what form it takes, what the driver is, how the 

coordination is arranged, whether there are specific institutional designs and appointed leaders, 

and what is the process of coordination. 

Coordination practice is categorized based on the complexity of the coordination. The form of 

coordination and relevant cases are: (1) shared information (the spending review, the regional 

fiscal review, and data pooling); (2) shared activity (state assets budget allocation); (3) shared 

responsibility (the asset liability management); (4) integrated information system (the SPAN 

and the SAKTI) and (5) the integrated organisational structure (merging treasury units). The 

coordination practices do not fall exactly into each category, they move between categories. 

The categorisation in this chapter is based on the end processes. 

6.1 Shared information 

 Spending review and regional fiscal review 

The spending review and the regional fiscal review are analytical activities assessing 

government spending. The difference is that the spending review emphasises efficiency and 

problems in budget expenditure, while the regional fiscal review focuses on the impact of 

government spending on the local economy. 

Under the Minister Martowardojo’s regime, all units in the Ministry of Finance had to reduce 

all clerical jobs and give more attention to their analytical function. The minister wanted every 

rupiah that the government spent accounted for and all the revenue sources such as tax, customs, 

and non-tax revenue to be optimised (Participant K1d0). He wanted to improve the 

effectiveness and efficiency of government spending. All echelon I units that had vertical units, 

such as Treasury, Taxes, State Assets Management, and Customs and Excise had no problems 

with the request. On the other hand, echelon I units that only had an office in Jakarta, such as 

Fiscal Balance and Budget, with a great number of stakeholders widespread across Indonesia, 

found it almost impossible to know what were the real problems in the field. Considering the 

cost, it was impossible for Budget and Fiscal Balance to create new regional offices.   
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To solve the problem, Minister Martowardojo suggested making the regional office of Treasury 

represent the Ministry of Finance in the region to carry out some of the tasks given them by 

Budget and Fiscal Balance. Although the initial idea was to make the regional office for all 

echelon I units, as one of the participants said: 

the initial idea is not to make Treasury the representational office of the Ministry of 
Finance, but to create a regional office of the Ministry of Finance whose staff are Budget, 
Fiscal Balance or other echelon I unit’s employees stationed there (K1d0).  

During the discussion, it emerged that the implementation of the SPAN caused a significant 

transformation in Treasury. Some of the processes in Treasury were automated. The result was 

that the workload at the regional office of Treasury was significantly reduced. In the end, there 

was an agreement to solve the problem, where Budget and Fiscal Balance used Treasury 

employees to do their tasks. This deal was followed up with the issuance of a MOF regulation 

in 2012. With the appointment of Treasury as the representative of the Ministry of Finance in 

the region, Minister Martowardojo expected that all units in the Ministry of Finance, especially 

Budget, Treasury, Fiscal Balance, and Fiscal Policy Agency could work together (DJPB 2013). 

He wanted to make the Ministry of Finance one big family and remove the silo between echelon 

I units. 

Budget and Treasury expected to work together in the spending review. Mr. Henry Purnomo, 

the Director of Budget stated his support for the idea of the Treasury regional office as the MOF 

representational office in the region (DJPB 2013). He promised that Budget would use the 

output of the spending review as an input in the ministerial budget allocation review.  

Treasury and Fiscal Balance expected to work together on the regional fiscal review. The 

representative of Fiscal Balance at one meeting stated the importance of Treasury and Fiscal 

Balance working together to improve the quality of local financial management (DJPB 2013). 

The Fiscal Policy Agency expected to provide analytical skill training to Treasury employees.  

The reality is the coordination problems created many obstacles and delayed the 

implementation. Although the MOF regulation related to the delegation had been enacted since 

2012, the regional office of Treasury could not work without a circular letter (detailed activities 

that should be conducted). The units to issue this circular letter are Budget and Fiscal Balance, 

because they are the ones that have the authority to carry out the activity. Several times Treasury 

invited Budget and Fiscal Balance to discuss operating procedures, yet they rarely responded 

(Participant B8e0). 
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 Spending review and coordination issues 

A spending review analyses government spending. The objective of a spending review is to 

improve the effectiveness and efficiency of government spending. The output of the spending 

review is expected to be used as input material in the trilateral meeting, between the National 

Development Planning Agency, Budget, and executing ministries, when discussing the next 

year’s budget, see Figure 6-1.    

Figure 6-1 Ministries’ work plan and budget document (RKA-KL) drafting process 

 

Source: Government regulation (PP) number 90/2010 and developed based on interviews 

Hawkesworth and Klepsvik (2013) identified the primary cause of the implementation of 

spending reviews in many countries as the fiscal challenge during the global economic crisis in 

2007. Since then the spending review has become a worldwide trend and has started to be 

implemented in developed countries. The main objectives are to find fiscal space and to 

improve budget quality. This argument was confirmed by one participant who said that,  

the initiator of the spending review is the Director General of Treasury after attending an 
OECD meeting. At the meeting they discussed the failure of European governments and 
the idea of implementing a spending review to improve the efficiency and credibility of 
government spending (B3c0).  

In 2017, there was a dispute between Budget and Treasury about who should conduct a 

spending review. At that time, both were doing the same thing with the same objectives. The 

difference was in the methodology. Spending review is the name given by Treasury, Budget 

called it budget performance monitoring and evaluation. It seems the initial idea of Treasury 
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Budget said “everyone can do whatever they want, but each of them must remain on their 

corridor (authority)” (A1c0), in other words if Treasury wants to conduct a spending review as 

an input to the budgeting process, it is exceeding its authority. One of the participants from 

Treasury argued that they have more resources (human and capital) and are closer to the local 

government units so they could provide a better analysis (B1d1). It is an irony when the 

objectives of the spending review are to find inefficiencies, yet the spending review activity 

itself is an inefficiency because of duplicated actions. 

All the regulations related to the spending review can be seen on Table 6-1. The first idea of 

reviewing the government budget and spending was initiated by Budget and stated in the MOF 

regulation number 249/PMK.02/2011. It mandates that the review should be conducted by the 

executing ministries, what is called self-assessment. It has not worked effectively, because there 

is no mechanism (SOP) on how to do it (Pahursip 2016). 

Table 6-1 Government regulations impacting on the spending review case 

No Regulation Date Impact 
1. The MOF regulation no. 

249/PMK.02/2011 
28 Dec 2011 Executing ministries conduct self 

assessment 
2. The MOF regulation number 

293/KMK.01/2012 
24 Aug 2012 The authority to approve budget 

documents transfers from Treasury to 
Budget 

3. Treasury circular letter no. 
SE-37/PB/2012 

2 Dec2012 Treasury conducts a spending review 

4. The MOF regulation no. 
136/PMK.02/2014 

30 June 2014 Budget transfers the work load to 
review the detailed budget to the 
Internal Auditor 

5. Budget regulation no. PER-
2/AG/2017 

21 June 2017 Budget conducts a spending review 

    
At the Ministry of Finance, Treasury was the first unit which initiated the spending review in 

November 2012 (SE-37/PB/2012)ii. Treasury, especially at the central office started to focus on 

the spending review after the authority to approve budget documents was transferred to Budget 

in August 2012 (293/KMK.01/2012). The impact of this transfer was that the Directorate of 

Budget Execution at the central office of Treasury lost most of their roleiii. To maintain their 

workload, they switched their focus to monitoring and evaluating budget expenditure.  

Originally the main purpose of the separation of budget planning functions (Budget) and 

execution functions (Treasury) was for a checks and balances mechanism to minimize collusion 

and corruption. That is why the unit planning the budget was separated from the unit that ratifies 
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the budget. But over time, the separation caused problems for the executing ministries, because 

they had to deal with two different echelons in the Ministry of Finance. Consequently, Minister 

Martowardojo sought to simplify the budget process by transferring the authority to approve 

budget documents to Budget. But this transfer caused high tension between Budget and 

Treasury (Participant B4d0) that made the relationship between the two echelon I’s fractious.   

In 2013, the spending review activity found inefficiencies of 40 trillion rupiah (equal to 3.7 

million AUD at the 2018 exchange rate), and this amount was being used to adjust the baseline 

2014 budget. The President, the Vice President and the Minister of Finance at that time were 

impressed with what had been done by the spending review. Yet, Pahursip (2016) argued that 

the spending review was not yet institutionalised in the budgeting process. Sometimes it was 

used in the budgeting process, but mostly not. Although the Director of Budget had already 

promised to use the spending review output in the budgeting process, this commitment was not 

followed up by the revision of existing budgeting procedures. Periodically the Director of 

Treasury issued a circular letter (SE) as the legal basis for a spending review (SE-54/PB/2013, 

SE-02/PB/2015 and SE-12/PB/16). The last circular letter becomes the permanent legal basis 

if no new regulations change it. 

In 2015 there was a significant change in Budget. To improve the implementation of 

performance-based budgeting, Budget decided to focus more on their analytical function rather 

than doing the clerical work, so they transfered their responsibility for reviewing a budget 

proposal to the ministerial Internal Auditor (APIP). Even though the central government of 

Indonesia had already implemented performance-based budgeting from 2005 (Muchtar 2015), 

until 2015, Budget staff activities were still focused on reviewing line-item budgeting, which 

meant checking whether the budget proposed was  in accordance with regulations and standard 

costings.  

Two years later, the Director of Budget enacted a regulation that provides budget monitoring 

and evaluation guidelines (PER-2/AG/2017). As part of the accountability process, the 

ministerial Internal Auditor should make a declaration that all the review processes have been 

conducted rigorously. When Treasury wanted to make the legal foundation stronger to conduct 

a spending review, the legal bureau at the Secretary-General of MOF, forbade the creation of a 

regulation that had been initiated by Budget. The discussion between Budget and Treasury 

about the spending review task was tough, until Treasury gave in and chose the Budget 

regulation as the legal basis for its work, with expectations that the output of the spending 
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review would be used in the budgeting process (Participant B1d1). However, one of the Budget 

participants argues that the use of Budget regulations by Treasury just caused overlap and 

unnecessary work (A1c0). 

A spending review is a form of shared information coordination. To conduct the analysis 

Treasury needs budget information, target outputs and outputs realisation from Budget, and 

Budget needs budget realisation from Treasury. All of the data is provided by the integrated 

information system (SPAN), except the output realisation data. Budget created their own 

application named the SMART to get the output data. This application is not linked to the 

SPAN. All of the data from the SPAN can be easily obtained by both units, because the 

Directorate of Treasury Transformation, the unit responsible for managing the data is very 

enthusiastic about sharing information. The participant said “the information will be useful if 

shared” (B4d0).  

Shared information coordination is the lowest intensity type of coordination (Keast and Mandell 

2014; Metcalfe 1994). Both organisations remain independent and no resources are shared, 

however in this case things became difficult because of the conflict of interest. Budget and 

Treasury did not discuss the best way to conduct the spending review, rather, they argued about 

who had the right to conduct it. 

If we are using the power dependence theory (Emerson 1962) the failure of coordination in this 

case could be explained by the unequal power between Budget and Treasury. Budget has more 

power than Treasury. The Directorate of Budget Executions (Dit. PA) at Treasury was not in 

favour because Budget had already got what they needed from the integrated information 

system (SPAN) to do the review. In contrast Treasury still needed the output realisation data 

from Budget to conduct a spending review. Moreover if Budget refused to use the Treasury 

spending review, the activities would be useless. Treasury tried to adjust the balance of power 

by offering to use Budget regulations as the way to conduct the analysis, but this was not 

sufficient. 

This case also could illustrate a vertical coordination problem. No matter how the Minister 

gives instructions and the director general (echelon I leader) agrees to the instruction, if the 

subordinates (echelon II below) do not agree, the programs will not work. From this case we 

can see that although the Minister of Finance, Mr. Martowardojo, gave a direct order to delegate 

some of the Budget authority to Treasury, the program is still not working (Participant B8d0). 



  

67 

They will not explicitly refuse to cooperate, they just buy time or work slowly with the 

expectation the Minister will change and so does the policy (Participant S7b0). 

 Regional fiscal review and coordination issues 

A regional fiscal review (KFR) is a research activity conducted by the regional office of 

Treasury as the representative of the Ministry of Finance in the region. Each regional office of 

Treasury is expected to be able to capture the state and the dynamic of fiscal conditions in its 

territory. 

The drivers for the KFR were the automation by the SPAN and the increasing workload at 

Fiscal Balance. The automation caused sub directorate staff (echelon III unit) at the regional 

office at Treasury, Treasury Assistance Section (Seksi Pembinaan Perbendaharaan), to lose 

their jobs. Concurrently, the Minister of Finance instructed Fiscal Balance to evaluate the 

impact of government spending on the local economy. The problem was that Fiscal Balance 

did not have enough resources to conduct this kind of analysis. In 2011, Fiscal Balance managed 

at least 524 local governments (in 2017 it increased to 542 local governments) as their 

stakeholders, yet Fiscal Balance did not have regional offices and the human resources were 

limited (Participant K1d0). After several meetings, although Fiscal Balance requested 

representative offices in each region, it was agreed and decided by Minister Martowardojo that 

the regional office of Treasury would carry out some assignments given by Fiscal Balance. As 

a result, the Minister of Finance enacted a regulation in 2012. All the regulations that related to 

the regional fiscal review case can be seen in Table 6-2. 

Table 6-2 Government regulations impacting on the regional fiscal review case 

No Regulation Date Impact 
1. MOF regulation no. 

169/PMK.01/2012 
6 Nov 2012 Regional office of Treasury became the 

representative of the MOF in the region 
that will carry out some Fiscal Balance 
jobs 

2. Treasury letter no. S-
3064/PB/2013 

30 Apr 2013 The guideline to conduct a regional fiscal 
review by Treasury 

3. MOF regulation no. 
46/KMK.01/2014 

12 Feb 2014 The transfer of delegation from Fiscal 
Balance to Treasury 

4. Treasury and Fiscal 
Balance joint regulation 
no. Per-16/PB/2015 & 
Per-01/PK/2015 

13 July 2015 Technical guideline on how to carry out 
Fiscal Balance task by the regional office 
of Treasury 

5 MOF regulation no. 
262/PMK.01/2016  

30 dec 2016 The Treasury no longer carry out some of 
Fiscal Balance jobs 
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A problem arose when Fiscal Balance still hesitated to provide details about what should be 

done by the regional office of Treasury (Participant B6c0). In 2012, a new unit at the regional 

office of Treasury had been created, named “the Public Expenditure Supervision II (PPA II)”, 

however they still had no task.  So, the leader of the Bureau of Organisation and Management 

(OTL) at the secretariat of Treasury created the KFR as an output for the new unit. At the 

inaugural launching in 2013, the Director of Treasury did not know that the regional office of 

Treasury would conduct the KFR, neither did the Director of Fiscal Balance. The first KFR just 

used the circulation letter (SE) as its legal basis. The leader of OTL at that time signed a 

circulation letter in 2013 for their legal basis and to provide guidelines. 

Initially, the rejection from the regional office of Treasury was strong because they did not 

know how to carry out the work, especially how to get data (Participant B6c0). One of the 

participants said: 

The human resources at the regional offices of Treasury – many are no longer young, so it 
is difficult to use applications… based on our evaluation many of the employees at the 
regional they did not know about the MOF regulation no 169/PMK.01/2012, even though 
they know the regulation, they still don’t know how to do it (K1d0). 

This was different from the spending review where they could get data internally from Treasury. 

The main data for the KFR is financial report data from local government. Treasury did not 

have any authority over local government and the local government with nothing to gain from 

cooperation was often reluctant to help. The local government financial report should be 

available to Fiscal Balance on the application Local Government Financial Information System 

(SIKD), but they refused to provide it. Their reason was that the data had not been finalisediv. 

In fact generic data rather than accurate data would have been adequate for the KFR purposesv 

(Participant B6c0). 

To access the financial report from the local government, the head of the regional office must 

build communications and informal relations with local leaders, such as the governors, regents, 

and mayors. Success in carrying out a KFR depends on the communication skills of the head 

of the regional offices. From the local government perspective, the Ministry of Finance is a 

poorly coordinated ministry. First, the local government is obliged to send the financial report 

to Fiscal Balance, then the same data are requested by Treasury. 

There are other reasons why Fiscal Balance hesitated to specify the assignment for the regional 

office of Treasury. From Fiscal Balance’s perspective, Treasury was not ready for the role. 
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They believed that as most Treasury employees were old, they would be difficult to teach new 

skills. Moreover, Fiscal Balance did not have the time to transfer knowledge to all the regional 

offices (Participant K1d0). Also, there was no guarantee that if the task was transferred to 

Treasury this would not cause disturbances to the existing operations, as a participant said, 

“today Fiscal Balance financial report had already received unqualified opinion from the audit 

board, but how can Treasury guarantee that this opinion will not be degraded after the authority 

was transferred” (B6c0). 

From Treasury’s perspective, Fiscal Balance did not want to specify the assignment because 

they were afraid it will cause a transfer of authority (Participant B6c0). If the monitoring and 

evaluation functions were transferred to Treasury, what happened to one of the echelon II units 

at Fiscal Balance, the Directorate of Funding Evaluation and Regional Financial Information 

(EPIKD)? Should it be transferred to Treasury or just cease? (Setiya 2013) 

Although, the MOF regulation about transfer of authority had been enacted since 2012, Fiscal 

Balance and Treasury were still not yet agreed about whether it should be assigned or 

transferred. Fiscal Balance said that it was just an assignment (Participant K1d0). However, 

Treasury saw it as a transfer of authority, so anything stated in the regulations became its 

responsibility (Suntara 2013). 

In real terms between 2012-2015 there was no serious communication between Fiscal Balance 

and Treasury (Participant B6c0). In 2015, the joint regulation between Fiscal Balance and 

Treasury was madevi, but still could not be implemented. Fiscal Balance argued that this was 

because the regulation was not well conveyed to all regional offices of Treasury (Participant 

K1d0). Treasury claimed that the joint regulation was not detailed enough. A participant said, 

“The joint regulation is made only to eliminate the obligation (to work together) as mandated 

in the MOF regulations number 46/PMK.01/2014” (B6c0). 

In the end, the initial objective of the regional offices of Treasury to help Fiscal Balance to 

analyse the impact of budget expenditure on the local economy as mandated by Minister 

Martowardojo never happened. Fiscal Balance never saw the KFR as their assignment to 

Treasury. Although initially the KFR was intended to be part of the Fiscal Balance assignment 

(Participant K1d0), the unresolved dispute had made Treasury conduct the KFR without the 

involvement of Fiscal Balance. 
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The coordination between Fiscal Balance and Treasury, seems to have met a dead end. Each 

unit is finally working independently, as a result the statement that Treasury will do some tasks 

assigned by Fiscal Balance was no longer made in the last MOF regulation in 2016. 

Treasury and Fiscal Balance have different values for judging whether coordination should be 

continued or not. The value for Fiscal Balance is in expanding the organisation (Participant 

K1d0), which will open opportunities for promotion. Fiscal Balance is an echelon I unit that 

does not have regional offices, which means limited positions for promotions. Yet, many of 

their employees meet the requirements for promotion. Opening regional offices within Fiscal 

Balance could solve this problem. Yet, Minister Martowardojo refused the idea, instead 

recommending using Treasury’s regional offices because it will cost less.  

For Treasury, the value lies in its continuing existence. After automation with the SPAN, 

Treasury faced the risk of downsizing. To maintain its current size, Treasury needed to maintain 

its workload by creating new jobs. When Fiscal Balance assigned work to the regional office 

of Treasury, Treasury could not accept it, because the work was just an administrative activity 

such as the monitoring of expenditure. The assigned workload was too low for an echelon III 

unit at the regional office, moreover administrative activity was given a lower grading 

compared to analytical activity. Higher grading means a higher salary. As a result, the choice 

that both units made was to stop coordination and to continue to operate separately. 

 Data pooling and coordination issues 

Data pooling was the name given for a centralized data warehouse for all units in the Ministry 

of Finance (274/KMK.01/2010). Taxes was not included in the data pooling because when the 

idea of a data pool was rolled out it was planned that Tax would become a semi-autonomous 

unit separated from the Ministry of Finance.  

The transfer of data in the Ministry of Finance is normally conducted when a unit (called the 

user) needed data from another unit (called the data owner). The user and the data owner could 

be from an echelon I level, echelon II, or echelon III. To get the data, the user needed to send a 

letter to the data owner. After both units come to an agreement, they will sign the Memorandum 

of Understanding (MOU) and then the data would be provided. The mechanism of data transfer 

before data pooling can be seen in Figure 6-2. Although the data was from the same data owner, 

different users could get different information depending on when they obtained the data. The 

data keeps changing, however the user can only access the data one time, when the MOU signs. 
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Figure 6-2 Mechanism of data transfer with and without data pooling 

 

Source: Standard operating procedures for data pooling 
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Regardless of the idea that pooling makes transferring data easy, it is not that simple to 

implement. The idea of data pooling dates from the beginning of the creation of the Pusintek in 

2004 with a role in data exchange and data integration. But it did not work because it was not 

supported by adequate regulations (Participant H1a0). Through MOF regulation, the Minister 

tried to reimplement data pooling in 2010 as part of the SPAN project to strengthen the 

organisation and governance of the Pusintek (Participant H1a0). Although the new approach 

has been supported by adequate mechanisms or standard operating procedures for data 

exchange, two years after the MOF regulation was enacted, data pooling is still difficult to 

implement (Participant S8d0). This is because the procedures for data exchange are complex 

and not all units in the Ministry of Finance are necessarily well informed about its use. 

The standard operating procedures (SOP) for data exchange in 2010 seem to be too 

bureaucratic. In the SOP, it states as the first step that the data user should request the data from 

the Pusintek, and then the Pusintek will forward the request to the data owner. If the data owner 

agrees, the Pusintek can provide the data. This seems like a simple process, but it is not. In the 

MOF regulation it is stated that the user and the data owner must be echelon I leaders 

(274/KMK.01/2010). This means that when an echelon III unit needs data, they must request 

their director general to communicate with the other director general to get the data. This 

process is likely to be time consuming because their director general will ask a lot of questions 

about why the data is needed or why have we not produced the data? This process is likely to 

be avoided by MOF employees (Participant B5d0).  

Table 6-3 Government regulations impacting on the data pooling case 

No Regulation Date Impact 
1. MOF regulation no. 

260/KMK.01/2009 
24 Jul 2009 Detailed the relationship between the 

central IT unit (the Pusintek) with 
other echelon I IT units 

2. MOF regulation no. 
274/KMK.01/2010 

24 Jun 2010 Inititation of data pooling 

3. Secretariat General decree 
no. 2109/SJ/2010 

29 Dec 2010 Original standard operating 
procedures (SOP) for data pooling 

4. Chief Information Officer 
(CIO) decree no. 
38/SA.5/2012 

15 Aug 2012 Revised SOP, the Pusintek have 
authorisation to issue data without the 
data owner’s consent 

5. Chief Information Officer 
(CIO) decree no. Kep-
02/SA.5/2013 

30 Sept 2013 Revised SOP, back to original SOP 
but now echelon III leaders could 
request data 
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The SOP for data exchange was revised in 2012. In the revised SOP, the Pusintek as the 

custodian for data exchange had a right to give available data to the user without the data 

owner’s consent. As a substitute, the Pusintek would report monthly to the data owner as to 

who has obtained their data. But this SOP did not last long as it was revised in 2013. In this last 

SOP revision, the approval process reverted to the original SOP, where the user could only 

obtain data after getting the approval of the data owner. The difference was that the request 

letter could be signed at the echelon III level. However, there were no further explanations 

about who could sign the approval letter, in other words the echelon I of the data owner still 

signed the letter. Therefore, to save time some units still choose traditional methods rather than 

use the data pooling (Participant S8d0). 

The other reason for units to choose the traditional method was that not all units in the MOF 

were well informed about data pooling. Based on the MOF regulation, all echelon I units should 

have created the information and communication technology (ICT) unit that had tasks related 

to data exchange in their unit (274/KMK.01/2010). The Pusintek were heavily dependent on 

the new units to share information about data pooling. These ICT units were usually an IT unit 

in each echelon I, who already had a heavy workload developing and maintaining their own 

applications. They did not have enough time or the commitment to share information about data 

pooling (Participant H1a0). The result can be seen in one of the meetings held by the CTO in 

December 2017, seven years from the first regulation about data exchange being enacted, some 

units were still asking what was data pooling and whether it had been implemented or not? 

(Participant S5y1). 

Although the Pusintek as the data exchange custodian had a strategic role in managing 

communication and information technology for all echelon I units in the Ministry of Finance, 

its position was weak. Echelon I units had developed their own IT units which were already 

mature when the Pusintek was created in 2004. Until 2010, the weak position of the Pusintek 

caused the relationship between the Pusintek and another IT unit to be unclear (Participant 

H1a0). One employee mentioned that the first time he joined the Pusintek “The days are filled 

with boredom, there is no meaningful work” (Jaya 2012). 

The situation in the Pusintek started to change in 2010, after Mr. Bobby A.A. Nazief, the senior 

advisor for information technology at the MOF created the financial information technology 

reform team. When Mr. Bobby joined the Ministry of Finance in 2008 to supervise and manage 

the SPAN Project, he saw the weakness in the Pusintek. For the SPAN to work flawlessly, the 
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Pusintek governance needed to be improved (Participant H1a0). He and the team tried to create 

a comprehensive information technology governance for the Ministry of Finance. As a result, 

the MOF regulation that detailed the relationship of the central IT unit (the Pusintek) with other 

echelon I IT units was enacted in 2009. 

Nevertheless, problems were still being faced by the Pusintek. A participant argues that 

communication between echelon I units and the Pusintek at present is much better compared to 

when he joined the Pusintek (S8d0). He argues that now the data integration system at the 

Pusintek has become the reference for the national level. Communication between the Pusintek 

and all ICT units is more harmonious:  

Internal communication at the Ministry of Finance is improved significantly, a forum has 
been created between the Pusintek and all ICT units, a weekly meeting is held at the 
technical level, and once a month the meeting is led by Mr Susi, the assistant of minister 
for Organisation, Bureaucracy, and Information Technology, to discuss significant 
problems. The mindset of “if I give you this data, you are the one that will benefit not me, 
so you must do me a favour first” is no more (S8d0).  

A participant believed that a constraint in data sharing now relates to confidence in the accuracy 

of the data. As he said: “Some of the IT units are still upgrading their systems, so they are still 

not confident to publish or share their data” (S8d0). The communication between echelon I 

units improved because Mr. Bobby regularly held a meeting with all IT units, listened to their 

concerns, and built trust. If we look from the perspective of the expectancy theory, what Mr. 

Bobby has done is eliminate the doubts and uncertainty about what happens if the IT units join 

data pooling. 

Yet this good relationship stood on a weak foundation. Although the MOF already had the 

regulation that managed the whole of IT governance inside the Ministry of Finance, the 

relationship of the Pusintek and all echelon I IT units was still heavily dependent on the 

willingness of people to work together. One participant said that to ensure the program would 

work, we must find who the champion was on each IT unit, then decide on the project leader, 

the one that can carry out the job (H1a0). That participant argues that the weakness of this 

approach is that it takes time but is more sustainable than using a hierarchical approach. The 

problem is that the job turnover of senior officers at the Ministry of Finance is on average every 

four years, which means that a new champion will arise in the IT unit every four years. If an 

organisation has a good knowledge management system for the transfer of knowledge, job 

rotation is not a problem. The reality in the Ministry of Finance is that the new officer seldom 
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knows what a previous officer had done. It can be because the Ministry of Finance did not have 

a knowledge management system (Participant K1d0), or just simply the previous officer tried 

to protect their interests. If one officer already felt comfortable with the current position, they 

would try to avoid the job turnover by making sure that they could not be replaced by not telling 

anyone what they do and how to do it. This knowledge is their bargaining power. 

Mr. Bobby had direct access to the Minister of Finance but refused to use his authority to make 

a project sustainable. A participant explained what Mr. Bobby did for seven years was just build 

trust (S8d0). Different people need different approaches. There were people who work easily 

together, if there was a legal procedure, they will be happy to cooperate. Other people were a 

little bit rigid, the kind of people who although there is a regulation still needed to be invited to 

a meeting first, and then have explained to them why their data was needed (Participant S8d0). 

The use of power through hierarchical authority to make all IT units in the MOF work together 

was avoided by Mr. Bobby, because it was not guaranteed to work, although it might work for 

some cases, but it would not last. A participant gives an example of how hierarchy does not 

work in the Ministry of Finance in a case where the Minister has given full support for the 

SPAN to renew their IT infrastructure and asks in a leaders’ meeting for the budget for it to be 

allocated, yet it did not happen until the Minister requested it for the second time (H1a0). The 

use of power also creates high dependency on the leader, a participant said that many big 

projects failed after the political leader or project leader changed (H1a0). A participant said, 

“under a hierarchical culture, the top-down approach should be guaranteed to work, but in 

reality although the top level had made a decision, the project might be still moving really slow, 

because of the opposition from the lower level” (S5Y0). 

Relating to the coordination problem with IT management, a participant said:  

There is a silo problem in the Ministry of Finance. All units just see their role and 
responsibilities individually, other than that if it is not urgent they will not care… (it creates 
a problem to make an integrated system because) an IT system is not a partial component, 
all small systems are linked together to make a bigger system (H1a0).  

Moreover, a sense of ownership was high in the Ministry of Finance as every unit that produced 

data thought that they were the owner of the data. In modern organisations, the data belonged 

to the enterprise no matter who produced it. In this case the data belongs to the Ministry of 

Finance. A participant said the data owners did not hesitate to put their data into the data pooling 

because they felt they still owned the data (H1a0). 
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The other problem in the Ministry of Finance related to IT management was highly dependent 

on the higher officer (Participant H1a0). Problems were solved by bringing them to the higher 

level, if the problem was between echelon I units it should be decided by the minister, however 

the Minister did not have the time to handle IT problems. The role of Chief Information Officer 

(CIO) had been created to bridge the problem. Ex officio the CIO was the Secretary General of 

the Ministry of Finance, but they were already busy with routine and ceremonial activities. It 

was decided that the CIO was to be the assistant of the Minister for organisation, bureaucracy, 

and information technology (138/KMK.01/2011). Now the decision-making process occurred 

in stages, the first level was the CIO, the second level was a steering committee with all directors 

general as members, and the last resort, if the problem persisted was that it was brought to the 

minister. 

6.2 Shared activity or resources 

 State assets budget allocation and coordination issues 

The state assets budget allocation is the budget planning process for asset purchases. In 

November every year, executing ministries come to Budget to discuss their action plan 

including what assets they want to buy and the budget allocation. Budget conducts a review 

based on a MOF regulation about preparing and reviewing the RKAKL (ministerial action and 

a budget planning document)vii. 

The review process for asset budget allocation has changed over time as can be seen in Figure 

6-3. Before 2014, the review was conducted by Budget, so executing ministries had to provide 

information to Budget about how many assets they needed, how many assets were available, 

and how many assets the government agency wanted to buy in the proposed budget year. After 

2014, the executing ministries became fully responsible for what they were going to buy, so the 

budget review process was conducted by the internal Auditor (APIP) in each executing 

ministry. 

After 2013, Budget to some extent was still doing review work based on the Internal Auditor 

(APIP) review. The problem was that Budget no longer had the assets documents because most 

of the documents were held in the Internal Auditor office. To do the review, Budget needed a 

comparative document to be sure that what the Internal Auditor had done was correct. The 

echelon I unit in the Ministry of Finance which had authority over the state asset data was State 
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Assets Management, that was why in 2014, Budget requested asset information from State 

Assets Management. 

Figure 6-3 The review process for asset budget allocation 

 

Source: Government regulation (PP) number 90/2010 and MOF regulation no. 
94/PMK.02/2017 
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from the executing ministries. Although the regulation was enacted in 2014, it would not be 

effectively implemented until 2017. There was a possibility that State Assets Management 

knew that the idea would be rejected by Budget. In the guideline to review the RKAKL, Budget 

did not mandate the Internal Auditor to review RKBMN until 2017 (MOF regulation no. 

94/PMK.02/2017). A participant from State Assets Management said, “It is not easy to take it 

from Budget… they argue that executing ministries are the ones that really know what they 

need, so why should State Assets Management interfere” (N1e0). The participant doubted that 

Budget was free from corruption, as he stated, “they do not want to be interfered with because 

it is their ‘cake’viii. It is still happening” (N1e0). 

Table 6-4 Government regulations impacting on the state assets budget allocation case 

No Regulation Date Impact 
1 Government regulation 

no. 90/2010 
27 Dec 2010 The state asset necessity plan document 

(RKBMN) was created as the source 
document to evaluate when line departments 
want to buy new assets. 

2 MOF regulation no. 
136/PMK.02/2014 

30 June 2014 Budget delegate their authority to review 
detailed budget items to Internal Auditor 
(APIP) 

3 MOF decree no. 
452/KM.6/2014 

28 Nov 2014 The regulation stated that in 2017, the 
proposal to buy new assets must be approved 
by State Asset Management 

4 MOF regulation no. 
196/PMK.02/2015 

27 Oct 2015 Although the Internal Auditor have reviewed 
the proposal to buy the asset, the executing 
ministries still had to submit asset 
information to Budget 

5 MOF regulation no. 
163/PMK.02/2016 

31 Oct 2016 The proposal to buy the asset for the next year 
must be approved by State Assets 
Management. 

    
Budget did not know when State Assets Management was planning to issue regulation 

452/KM.6/2014. Because budgeting was the domain of Budget, as part of the normal procedure, 

before the Minister signed the regulation, the legal bureau at the secretariat general of the MOF 

must confirm the new regulations to all associated units to ensure that the new regulations did 

not contradict existing regulations.  

During discussion with the legal bureau officer, they admitted that because of time constraints, 

they did not have time to check which unit would be affected (Participant S1d0). The division 

at the legal bureau was based on an echelon I unit so their knowledge was specific to a single 

echelon I. Moreover, because of specialisation, officers from one division rarely moved to 
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another division. The head of the legal bureau as the one expected to have the coordinating role, 

could not help much with the process because of a heavy workload. Finally, the legal division 

relied heavily on the honesty of the proposing unit, as to whether they had discussed the 

proposed regulations with the associated unit or not. Sometimes because they wanted quick 

action and thought that it was their domain, they felt there was no need for discussion with 

another unit (Participant S1d0). 

6.3 Shared responsibility 

 Asset liability management and coordination issues 

Asset liability management (ALM) is an effort by private firms to fulfil their obligations on 

time through managing their assets and cash flow. Public sectors globally started to adopt ALM 

in the 1990s, because of the increasing demand that they manage sovereign asset and contingent 

liabilities (Koc 2014). The Ministry of Finance only started to implement ALM in 2012, as part 

of bureaucratic reform to enhance the quality of public finance management.  

The obligations of the government are stated in the expenditure plan in the budget documents 

(DIPA), so the objective of the ALM was to ensure that the money was available when the 

government office carried out their plans. The government’s expenditure could be in the form 

of debt instalments, subsidy payments, capital expenditure, or just routine expenditure such as 

salaries. To cover that expenditure, the government collected money through various sources 

of income such as tax, excise, and non-tax revenue. Tax still provided the main source of 

income for the government. Financing from loans was used when there was a shortfall, a 

condition where current cash was not enough to cover due payments. The government financed 

that shortfall through finding a loan or issuing government bonds.  The ALM in the Ministry of 

Finance should be described as in liquidity managementix, because it was more focused on the 

availability of cash to avoid a liquidity crisis, and default risk. 

The introduction of the ALM was marked by the formation of the ALM committee in 2012. 

The committee was chaired directly by the Minister of Finance and all echelon I leaders. Each 

echelon I officer had their own role in the ALM. Taxes, Customs and Excise, and Budget’s role 

was to provide up to date information about government revenue and update its projection to 

the end of the year. The DGs of Fiscal Balance, State Assets Management and Treasury’s role 

was to update information about government expenditure (transfers to local government, state 

capital investment, subsidies, routine and capital expenditure) and update its projection to the 
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end of the year. Debt and Risk Management’s role was to update information about loans and 

its projection to the end of the year. The Fiscal Policy Agency’s role was to update 

macroeconomic indicators.  

One of the drivers for the creation of the ALM committee was the lack of coordination between 

units in the MOF, especially Debt and Risk Management, Taxes, and Treasury, that caused the 

cash forecast’s accuracy to be low (PMO DJPB 2014, p. 19). Debt and Risk Management’s 

objective was to get loans with the lowest cost. The cost of funding was sometimes determined 

by the time needed to raise the funds. A shorter period to obtain funds would make the cost 

higher (the cost could be in the form of a higher interest rate or an unfavourable exchange rate). 

The problem was that because of the need to obtain the best rates, Debt and Risk Management 

usually obtained financing when its cash balance was still high. Treasury argued that the cost 

of funding was not merely the cost to obtain the funds, but that the action of Debt and Risk 

Management getting financing when it was cash abundant also created a cost, because the 

government has to pay interest on unused money (Participant B2c0).       

The problem with Taxes was an unreliable tax target.  Taxes intentionally set the tax target high 

to motivate their employees to work harder, but this made the cash forecast unreliable because 

it could not predict the actual money that the government received. The worst case happened 

in 2015, when at that time all the fiscal instruments had been used to cover the budget deficit, 

until the government cut the budget twice, but it was still not enough. Treasury had given a 

warning that this deficit would happen, but all units including the Minister of Finance ignored 

it, saying “do not be too pessimistic, it is too early to say that” (Participant B2e0). When it came 

to semester 2 in 2015 it was already too late. When Ms. Indrawati was inaugurated as the 

Minister of Finance in 2016, liquidity management was improving, she conducted budget 

rationalisation because she saw that the tax target was unreasonable. 

The problem with Treasury was a hesitation over data sharing. In fact, all the units were 

hesitating over sharing their data, but Treasury held most of the data especially the realisation 

data. The impact was clear, when the data was not shared, Debt and Risk Management did not 

know what the current cash balance was, and when the time was right to get financing. One 

participant said that the first thing he did when he joined the Directorate of State Cash 

Management (the Dit. PKN)x was open the data and share it with other echelon I units, 

especially Debt and Risk Management (B2c0). Although it did not automatically make all the 

units work together, it helped to open communication and trust was built up. The resistance to 
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sharing data happened inside the Dit. PKN, but when the leader decided to support data sharing, 

all the people were willing to change (Participant B2c0). 

Poor coordination in liquidity management was one of the reasons why McKinsey suggested 

that Debt and Risk Management be merged with Treasury. The ALM in the MOF was one 

example of successful coordination, even the Central Bank of Indonesia appreciated how the 

MOF managed their liquidity (Participant B2c0). The data was automatically transferred 

between echelon I units and a monthly meeting was held. Each echelon I unit would not decide 

without consulting with another unit, for example before Debt and Risk Management issued 

bonds or got loans, they would ask for the cash balance and a projection from Treasury.  

It was not simple to remove the barriers and make all units work together in the ALM. The 

creation of the ALM committee itself was not enough, which was indicated by the fact that two 

years after the committee was created, the cash forecast was still low (PMO DJPB 2014). The 

issuance of the standard operating procedures (SOP) link through the MOF regulation was also 

not enough to make units work together. The situation altered with a new minister and change 

management was undertaken. Some instruments were used to ensure that the coordination was 

working, such as the advice from external actors, joint performance indicators, informal 

communication, and a bottom-up approach. 

An external actor such as the auditor (BPK), IMF and US Treasury, was used to communicate 

the importance of the ALM. A participant said that the use of a foreigner to speak, made the 

idea easier to accept by leaders (B2c0). Expectancy theory said that the actors will act positively 

if they see a positive outcome in the future (Oliver 1974). The leaders were moved by the 

external actor because they thought that it was the right thing to do and if the foreigner spoke it 

looked as if they talked about the best practice and guaranteed that it would have a positive 

impact on the organisation (Participant S5y2).     

To bind the commitment, a joint performance indicator was used. The deviation rate was used 

as the joint performance indicator, so all units would not recklessly create an impossible target 

or plan, and if the target or the plan seemed not to be achievable, it would be revised as soon as 

possible (Participant B2c0). Formal communication was important to legalize all the processes 

and to ensure the flow of information was not stopped, but it would not succeed if it was not 

supported by informal communication (Participant B2C0). Informal communication was made 

bottom up, which meant before the formal communication was made at the top level between 
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echelon I, at the bottom level or technical level informal, communication had already occurred. 

This approach was taken because resistance usually occurred at the technical level (Participant 

S1d0).  

In summary, the case of the ALM was another example of how coordination in the MOF was 

driven by the leader. Laws and regulations were not effective if the champions on each unit 

were not managed. In fact, not many regulations were used in the case of the ALM. People 

continued to be the influential factors in coordination. To manage those influential people, some 

tools, such as external actors and joint performance indicators were used.    

6.4 Integrated information system 

 SPAN and SAKTI 

 SPAN 

The Minister of Finance and the World Bank (WB) worked together through the Government 

Financial Management and Revenue Administration Project (GFMRAP). The World Bank 

support was achieved through a loan agreement in December 2004. The objective of the 

GFMRAP was to improve accountability, transparency, efficiency and effectiveness in public 

finance management and revenue administration. The State Treasury and Budget System 

(SPAN) was the largest sub-program in the GFMRAP focused on budget and treasury 

modernisation. The total WB investment loan allocated for the SPAN project was US $58.9 

million (Nazief 2013) from the total commitment for the GFMRAP of US $80 million.                                     

The SPAN was an integrated financial management information system (IFMIS) that integrated 

all processes related to budget function, budget expenditure function, and accounting function 

in the MOF. The SPAN systems covered seven modules: (1) budget preparation, (2) 

management of spending authority, (3) commitment management, (4) payment management, 

(5) government receipts, (6) cash management, and (7) accounting and reporting.  

Treasury was chosen as the leading unit because they were the most affected by the SPAN. Of 

seven modules, one module, budget preparation became the responsibility of Budget, and the 

rest of the modules were the responsibility of Treasury. The Pusintek had responsibility for 

supporting IT Infrastructures for the SPAN. Although, only three units were involved in the 

SPAN, the output of the SPAN would be used by all echelon I units in the MOF such as the 

DGs of Fiscal Balance, State Assets Management, Debt and Risk Management, Taxes, and 

Customs and Excise.  
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The objective of the SPAN was to improve the effectiveness, efficiency, accountability, and 

transparency of the public financial management system, as mandated in the State Finance Law 

(Law 17/2003) and the State Treasury Law (Law 1/2004). Although the idea of the SPAN had 

been around since 2004, it effectively started in 2008 with the issuing of the MOF regulation 

276/KMK.05/2008 about the SPAN reform program. A participant said that from 2004 until 

2008 was a difficult time. The integration idea met with a lot of rejection from the external and 

internal employees of Treasury (the future user) (Participant B4b0), and a lot of time was wasted 

in that four-year period just for discussion without any strategic decisions (Participant C2x0). 

From the expectancy theory perspective, the SPAN was rejected mostly because people doubted 

that the SPAN would succeed and be able to replace existing systems. They used to develop 

their own applications rather than use the COTS (DJPB 2017). Furthermore, at that time modern 

concepts of state finance such as performance-based budgeting, accrual accounting and single 

treasury accounting were still not familiar (Participant B4b0). When people were already 

doubtful, rejection will come first, as the expectancy theory states people will be less motivated 

if they predicted a negative outcome (Lloyd and Mertens 2018). A leadership meeting was held 

in February 2008, to decide whether the SPAN should be continued. After all that it was decided 

that the SPAN project would be continued (DJPB 2017) with one condition, the Minister of 

Finance needed assistance, so she appointed Mr. Bobby as the Senior IT Advisor to the MOF 

to assist with the development of the SPAN until it was finished (Participant H1a0). In the next 

development process, Mr. Bobby helped significantly in the development of the SPAN by 

breaking through the hierarchical bureaucracy in the MOF. People could talk directly to Mr. 

Bobby if there were issues relating to the project.  

The State Budget and Treasury Reform (RPPN) committee was created in 2010 to assist the 

development of the SPAN. The committee was helped by the RPPN technical coordination 

team created to carry out the application development. The project governance structure for the 

SPAN can be seen in Figure 6-4. The structure consisted of the project convener, the project 

owner, the project director, the RPPN committee, the RPPN technical coordination team, the 

project implementation unit (PIU), and the project support and service unit (PSSU). The SPAN 

governance structure was developed using a matrix organisational structure. This type of 

organisational structure had the advantage of reducing coordination difficulties by bringing 

cross functional employees to work together on a particular output (McPhail 2016).  
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Figure 6-4 The SPAN governance structure 
 

  

 

 

 

 

 

 

Source: www.span.depkeu.go.id 

The GFMRAP loan agreement experienced two restructuring processes in 2009 and 2013. The 

first restructuring in 2009 scaled down the project. The GFMRAP removed the revenue side 

and focused more on public expenditure (Joshi et al. 2016). The reason behind this was that 

Taxes and Customs and Excise were still under strong political pressure not to be transparent, 

so it was difficult for them to be integrated with other systems in the MOF (Participant S8d0). 

Based on law number 28/2007 and the customs regulation number PER-09/BC/2014 customer 

data was protected by law and confidential, so it was difficult for it to be integrated with other 

IT systems. The second restructuring in 2013 was because the application was not ready to be 

launched. 

Several consultants were appointed to ensure the successful implementation of the SPAN. One 

of them was the LG-CNS appointed to develop IT for an integrated financial management 

information system (IFMIS). The contract was signed in 2009 and was expected to be fully 

implemented in 2013. But by 2013, the project manager had only finished the user acceptance 

test (UAT), so it needed more time for piloting and rolling out. The SPAN was finally launched 

on 30 June 2015.  

For time and cost reasons, the SPAN was developed using an international standardized 

application known as the Commercial Off-The-Shelf (COTS) system (DJPB 2017). Peterson 
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(2006) argued that the COTS was recommended for developing countries because the IFMIS 

required a relatively complex IT platform. However, it had to be carefully implemented because 

other countries’ experience showed that the development of these systems usually failed or 

underperformed. Different to an in-house development, the COTS did not provide technology 

that supported an existing business process, but forced the business process in place to adapt to 

the application which had been brought in. 

The development of the SPAN also experienced setbacks and delays (Kimchheang 2016). 

Because the existing division of jurisdiction attached to the structure did not fit with the 

prefabricated application a lot of time and energy was wasted debating who had the right to 

carry out the new work (Participant B4d1). Rejection came from units who had built their own 

applications and from units who already had an established business process. From the 

perspective of power dependency theory, the in-house built application was their bargaining 

power. They had freedom to customize the application and the output (data) of the application 

belonged to them. If they joined with the development of SPAN, they were afraid they could 

not custom build the application (Participant S5y0) and possibly lose the power to control the 

data (Participant H1a0). 

The “silo” ICT system in the MOF adds difficulties in the development of the SPAN because 

the data coding and interface were not standardized (Nazief 2013). The MOF realized that the 

SPAN was a complex transformation project that impacted on structures, processes, people, 

and technology. To ensure success in the development of the SPAN, the MOF used three 

approaches (called three SPAN pillars): (1) business process, (2) information technology, and 

(3) change management and communication (CMC).  

Although the development of the SPAN experienced setbacks and delays as can be seen in 

Table 6-5, it was considered a success because it could attract continuous commitment and 

support from all levels in the MOF even though the loan contract with the World Bank ended 

in 2015. The people factor was a significant influence in the development of the SPAN. As a 

participant said the problem in the development of the SPAN was only 30% related to IT, the 

remaining 70% of the problem was related to people and coordination (B4b0). That is why 

Change Management and Communication (CMC) played a significant role in the development 

of the SPAN. 
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People at high and low levels needed different approaches. A participant said that bureaucrats 

at the upper level were characterized by a high level of arrogance. Their first reaction was to 

refuse anything that was not their idea or tools, and they preferred to do another activity rather 

than do something that would not increase their prestige (B4b0). They did not care whether the 

SPAN would make the process better or not because what concerned them was that the SPAN 

would kill their “babies”xi, replace the existing system, and change their business process 

(Participant C2x0). The staff and officers at the lower level were only concerned about what 

would happen to their future careers, as they were afraid that the IT development would reduce 

the workload and that would lead to downsizing. 

Table 6-5 Historical chronology of the SPAN development process 

No Date Event 
1 Dec 2004 The GMFRAP loan was signed to fund the SPAN development 
2 Feb 2008 Leadership meeting to decide whether the SPAN project should be 

continued or not 
3 Dec 2008 MOF regulation 276/KMK.05/2008 signed to mark the start of the SPAN 

reform program 
4 2009 The GMFRAP loan agreement revised for the first time to remove revenue 

side 
5 July 2009 LG-CNS appointed as the developer of the SPAN IT systems 
6 Mar 2010 RPPN team that consisted of high-level officers created to assist the 

development of the SPAN 
7 Sept 2010 PWC appointed as the consultant for change management and 

communication programs 
8 Dec 2010 The SPAN ambassador created to disseminate information about the SPAN 

programs 
9 Nov 2011 KISS team created to strengthen the SPAN ambassador position 
10 2013 The GMFRAP loan agreement revised for the second time to extend the 

due time 
11 Apr 2015 Grand launching of the SPAN 
   

Price Waterhouse Cooper (PWC) was selected as the consultant for change management and 

communication programs in 2010. The main objective of the CMC was to ensure that all 

stakeholders would accept the transformation and to overcome opposition. The change 

management programs had been conducted before PWC were appointed. At that time, they 

focused on the high-level to echelon III officers (Participant C2x0). It was expected that the top 

level would disseminate the information about the SPAN to their subordinates, but it did not 

happen. The main reason was that this was not their main task and role, and the key performance 

indicator did not mandate it (Participant C2x0). The key point here was that there was no 

incentive to disseminate the information. 
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After PWC joined the SPAN project, the first thing they did was assess the readiness to change 

in Budget, Treasury and the Pusintek. They assessed the existing conditions in the affected units 

through distributed surveys. Based on their evaluation, they suggested a change agent network 

to reach out to all people (Participant C2x0). Although the convener was at the top-level, the 

change management programs would not be effective if the information was not well 

distributed. The project leader (Dit. SITP) agreed to that recommendation, and it followed up 

with the creation of the SPAN ambassador consisting of 15 SPAN ambassador coordinators 

and 200 SPAN ambassador units. The SPAN ambassador coordinators were located with each 

project director, the leader is the director of the Dit. SITP. Their job was to coordinate all the 

activity from the SPAN ambassador unit, such as preparing material for dissemination, and 

checking the progress. The SPAN ambassador units were a local staff in all units that would 

use the application, such as the regional office of Treasury (Kanwil) and the treasury service 

office (KPPN). To avoid confusion with the use of the word “unit”, the SPAN Ambassador unit 

was now called the SPAN ambassador staff, because it was only one person at staff level not a 

group of people. 

PWC saw that the culture in the MOF was very hierarchical. Doing something informal was 

very difficult (Participant C2x0), everything must be formalized, have standard operating 

procedures, and everyone involved must have an assignment letter. Kimchheang (2016) argued 

that the rigid procedures in the MOF caused significant delays in the development of the SPAN. 

A couple of months after the SPAN ambassador staff started work, they faced problems with 

their head office and their direct supervisor. Although the SPAN ambassador staff were 

appointed directly by the director general of Treasury to disseminate the information about 

SPAN, they could not reach the activity targets set because the employees did not get permits 

from their head office or their direct supervisor to do activities not related to the core business. 

They were told to be more focused on their routine activities (Participant C2X0). Moreover, job 

rotation caused the SPAN ambassador’s staff to be moved to another office, so some offices 

sometimes did not have any SPAN ambassador staff. To solve the problem of the lack of 

commitment from local leaders, PWC suggested letting them be engaged in the SPAN 

(Participant C2x0). Later in November 2011, the SPAN and SAKTI Implementation Committee 

(KISS) was created to strengthen the SPAN ambassador staff’s position. The KISS consisted 

of three members: (1) the head office, (2) direct supervisor from the SPAN ambassador unit, 

and (3) the SPAN ambassador staffs. The purpose of the KISS was to formalize the role of the 

local leader. With the KISS, the local leaders now have incentives, a budget, and a target to 
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disseminate information. The local leaders were more engaged after the creation of KISS, when 

their unit did not have any SPAN ambassador staff, they reported as soon as possible to the Dit. 

SITP to get the replacement.  

After the KISS was created, the dissemination of the SPAN information went more smoothly. 

However, the success of the dissemination activity was not paralleled by the IT development 

process. Budget and Treasury faced different problems. Budget’s problems in developing their 

IT system was lack of commitment. Because Budget was only responsible for one module 

“budget preparation”, even though the project was financed by a loan they did not take it 

seriously (Participant C2x0). This was indicated by the absence of a dedicated unit to develop 

the SPAN. The responsibility for developing the system was given to the Directorate Budget 

System (Dit. SP), an echelon II unit at Budget responsible for making in house development 

applications. As they already had their own product, resistance was quite high, and the 

development of the SPAN system was only considered as a side job (Participant C2x0). The 

impact was that almost two years after the program began, Budget was not going anywhere. At 

that time, the SPAN ambassador unit at Budget raised the white flag because they did not have 

any material to disseminate and the IT consultant complained about the slow progress. Budget 

was only responsible for one module, but all seven modules were linked. Moreover, the budget 

preparation module was important because it was essential at the initial stage, no modules 

would work if the budget preparation module was not ready. The resistance was handled after 

the project convener used shock therapy by changing one of the echelon III officers at Budget 

and moving the resisters to the regional office of Treasury (Participant C2x0). 

The problems in Budget were also influenced by poor project management. Progress was never 

monitored regularly. Although the RPPN meeting was conducted every week it always 

discussed Treasury because they had more modules. Therefore, Budget became reluctant to 

attend. Moreover, the documentation for the project was not good. As a participant said:  

Although we have Microsoft share point to put in all our project documentation and 
meetings results, yet no one was dedicated to handle it, many documents were unrecorded. 
As a result, frequently, the project manager was arguing with the IT consultant because 
they used different application versions (C2x0).  

After the project manager hired the project management and quality assurance (PMQA) 

consultant, everything was much better organized.   

Treasury problems occurred because it was strongly rejected by the business process owner. A 

participant said, “Resistance to change over IT-driven is quite high ... they will not directly 
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reject, they just make slow progress” (B4D1). For example, in the case of the implementation 

of accrual accounting, the Directorate of Accounting and Reporting (Dit. APK), the business 

process owner for accounting and reporting strongly opposed the new business process being 

offered by the SPAN system (Participant C2x0). This could be understood because the Dit. 

APK already had their own system and planned to implement it by 2015. Suddenly Dit. SITP 

came with a new system and said it should be implemented in 2013. Although they would not 

reject the SPAN up front because it had already become a strategic national project, they just 

chose not to support it. This rejection was showed by their never attending meetings held by 

the Dit. SITP (Participant B4d0).  

The dispute was ongoing although the Dit. SITP had already conceptualized everything from 

the new business process to drafting new regulations to implementing accrual accounting to 

making everything much easier for the Dit. APK (Participant B4b0). Finally, the problem was 

brought to the Treasury leaders meeting called “the SPAN power lunch”. It was a closed 

meeting. At that time, the director general of Treasury let both sides express their concerns. At 

the beginning the director just became the mediator until it reached a deadlock, he said “I 

appreciate what you all have done, but it is a strategic national project, so now I will give an 

instruction, please take action or you will meet me again” (Participant C2x0). The director 

general of Treasury supported the Dit. SITP because he was one of the project leaders in the 

SPAN. Several times he used his veto against the business owner who refused to cooperate, 

which was why the SPAN development in Treasury was much faster than in Budget (Participant 

C2x0). 

Besides the director general, the secretary general of Treasury and the director of the Dit. SITP 

were also people who played a crucial role in the successful development of the SPAN in 

Treasury. The impact of the SPAN on Treasury was one echelon II unit in the central office 

went, two echelon III units at the regional office and one echelon IV unit at the treasury service 

office also went (see Figure 6-5). Normally people when looking at those probabilities will see 

the SPAN as a threat, on the contrary the secretary general of Treasury supported the SPAN. A 

participant said: 

I do not mean to say that the previous secretary was bad, but after the secretary was changed 
everything worked more smoothly. Even though the idea of the SPAN had come from the 
previous secretary, I am not sure that if the secretary had not changed the development of 
the SPAN would succeed (B4b0).  
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The director of the Dit. SITP realized that if he did not consider the missing workload, resistance 

would be strong. So, he created a new job for echelon II in the central office and created new 

units for the regional office and the treasury service office, as can be seen in Figure 6-5. The 

new echelon IV “MSKI” was created at the treasury service office. The regional office of 

Treasury transformed into the representative of the MOF in the region so a new echelon III “the 

Public Expenditure Supervision II (PPA II) division” was created. And the echelon II staff in 

the central office were given a new assignment, “spending review”. A participant said, “we 

created it all, and we brought it to the secretary, luckily Mr Tata, the secretary at that time 

agreed” (B4b0). Interestingly the Dit. SITP did not claim that it was their idea, so other people 

still think that it was just a secretariat of Treasury initiative. As a participant said “because in 

Indonesia, the arrogance of bureaucrats is so high, we could not admit that it was our idea, or 

the SPAN will not work. We just give a complete draft and let them get the credit” (B4b0). 

Figure 6-5 The impact of the SPAN on Treasury organisational structure 

 

Source: MOF regulations no. 101/PMK.01/2008 and no. 169/PMK.01/2012 
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from them needing the new business processes to fit with the application, is the ignorance of 

the business owner. If the Dit. SITP insisted on following regular procedures and had a lot of 

discussion with the business owner, the process would not advance and not focus (Participant 

B4d0). In these situations, Mr. Sudarto, the Director of the SITP played an important role that 

motivated his subordinates to work at full capacity. He has a motto “make it first” even though 

the regulations at that time were not available or even contradicted the system that was being 

made. Even when the business owners had not yet agreed, he asked his subordinates to make 

the system complete with the operating procedures and draft of regulations (Participant B4d0). 

Usually the business owner will just agree when the Dit. SITP offered the system. Mr. Sudarto 

was able to do that because he knew that what he did was based on best practice and he was 

responsible for anything that is done (Participant B4b0). 

The support of leaders was a key critical point in forcing the lower level to support coordination 

in the development of the SPAN. As a participant said, “the reform could not be conducted 

bottom up, it must be top-down, so everyone must follow” (B4b0), however the leaders’ support 

itself was not enough. From the case of the SPAN we can see how the Minister of Finance and 

all echelon I officers have given their support, but the resistance was quite persistent, especially 

from echelon II officers as the business process owners. A lot of effort was made by the director 

of the Dit. SITP to ensure the successful development of the SPAN. He had to ensure that all 

new business processes and regulations were included in the SPAN. To increase the awareness 

of the middle-top management, the Director of the SITP attended every important ceremony, 

to deliver the progress report of the SPAN.  

The Director of the Dit. SITP was thinking outside the box. Normally the systems are based on 

the existing regulations, yet, because SPAN was using COTS, as Peterson (2006) argues this 

meant many existing regulations did not fit the new systems, so the resistance was strong. To 

overcome resistance, the Director of the Dit. SITP used three approaches at the same time: 

business process, IT and change management. This meant that although the regulation was not 

yet available, the director asked his subordinates to create the new business process, drafting 

the regulations, making the IT system, through training the employees. The strategies were 

prepared carefully. In one case, the director of the SITP had to sign the regulation about business 

process for the KPPN because no one wanted to sign it. Normally the secretariat of Treasury is 

the one that should sign.  
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 SAKTI 

Although the SPAN finally launched in 2015, the system was not worthy of further 

development. The COTS that became the backbone of the SPAN had the advantage of being 

cheap and fast to develop, but it was very rigid. The SPAN system only tolerated 30% of 

variance, any higher cost a lot (Participant B4d1). Yet, the MOF structure and business process 

kept changing over time, so variance in the application was unavoidable. The SPAN finally 

launched in 2015 with a lot of adjustments. Moreover, the licence fee of the SPAN was 

calculated based on the number of user IDs. The existing user of RKAKL-DIPA (budget 

application), SPM/SP2D (expenditure), and SAKPA (reporting) had already reached at least 

100,000 users, calculated from the existing number of government agencies. In 2015 

government agencies had already reached 25,000 (Kharismawati 2015) and each agency needed 

at least four user IDs. 

Finally, to avoid the cost increase it was decided that the Dit. SITP would develop an in-house 

application called the Finance Application System for Government Agencies (SAKTI). This 

application would replace all existing applications previously used by government agencies in 

budgeting, expenditure, and reporting, which was the initial goal of the SPAN. 

The Directorate General of State Assets Management (DJKN) was added to the existing project 

owners in the SPAN structure. There was not much resistance from State Assets Management 

because the existing application they used, SIMAK-BMN, was developed by Treasury. A 

participant said, “State Assets Management is very cooperative, they will just accept anything 

that we proposed, even when we suggested using the ending balance at the SIMAK-BMN as 

the beginning balance at the SAKTI” (B4d0). 

Because the SAKTI was an in-house development application fully developed by the Dit. SITP 

other echelon II units such as Budget and State Assets Management just played the role of 

business process owner. At the initial stage 2011-2016/7 it was difficult to ask Budget to 

cooperate, but in 2017/8 they were more cooperative in the sense that they would like to conduct 

user acceptance tests (UAT) (Participant B4d0). The resistance in Budget was not from the IT 

unit, but from the executing unit. They were already comfortable with the old application. As a 

participant said, “they had many excuses for not using the new application, even simple problem 

like error at the mouse pointer, they will not use the system” (B4b0).  
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Their attitude started to change after Minister Indrawati joined MOF again and the National 

Development Planning Agency created a new application called “Krisna”. Budget had no 

option except to accept the SAKTI. 

6.5 Integrated organisational structure 

 Merging treasury units and coordination issues 

In 2014, the three echelon I units in the MOF that had roles and functions related to treasury 

functions were to be merged, they were: Treasury, Debt and Risk Management, and State Assets 

Management. The integration process was assisted by the CTO and continued until Minister 

Indrawati suspended it in 2016 (Participant S5y0). The merger was one of the McKinsey 

recommendations in the organisation transformational blueprint 2014-2025. The blueprint 

consists of the MOF strategic programmes that were to be carried out through eighty-seven 

strategic initiatives for an eleven-year period. 

The main objectives of the merger were (1) to ensure coordination, (2) adjust to new business 

processes, and (3) improve customer service quality (CTO 2014). The integration was expected 

to create a mechanism that would enhance coordination in the end-to-end processes of liquidity 

management, risk management and special missions. Automation initiatives such as the SPAN 

and the SAKTI would reduce manual workloads significantly, as a result new structures and 

business processes would be slimmer and need less control. Moreover, those three echelon I 

units had the same client, government agencies. The merger was expected to improve service 

to government agencies. 

An historical chronology of events relating to the merging treasury unit case can be seen in 

Table 6-6. The organisation transformational blueprint is a result of a comprehensive study 

conducted from April until December 2013. McKinsey were appointed as consultants to assist 

the MOF in that study. During the study McKinsey with a counterpart team from the MOF 

interacted with 24,000 internal stakeholders and 80 external stakeholders, conducted field 

studies, and analysed hundreds of external and internal documents. To formulate the strategic 

initiatives, more than sixty problem solving minilabsxii were conducted, that involved at least 

three hundred MOF employees and thirty global experts. Finally, in February 2014 Minister 

Basri signed MOF regulation 36/KMK.01/2014 that contained the MOF organisation 

transformational blueprint 2014-2025. 
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   Table 6-6 Historical chronology of events for the merging treasury unit case 

No Date Event 
1 Apr 2013 McKinsey with a counterpart team from MOF evaluate existing 

bureaucratic reform 
2 Feb 2014 Based on McKinsey review the Minister of Finance issued the MOF 

organisation transformational blueprint 2014-2025. One of the strategic 
initiatives is to merge three echelon I units that have treasury functions 

3 2014 CTO and the PMOs are created to assist the implementation of the blueprint 
4 2014 A couple of mini labs held to discuss what would be the new organisational 

structure after the merging 
5 Jan 2015 Minister of Finance gave a direction at the steering committee meeting to 

carry out the integration  
6 Mar 2015 As the steppingstone, all echelon I units agreed to create co-services at the 

regional offices, so stakeholders could get better services at the same 
places. 

7 2016 The idea to merge three echelon I units suspended by the new Minister of 
Finance, Ms. Indrawati. 

   
Not many people knew about the merging plan. Even when the directors general signed the 

integrity pact to confirm that they agreed to the blueprint and would support the 

transformational programs, they did not know about the merging plan (Participant N2d0). It 

was confidential because of the concern it would have a negative effect on other strategic 

initiatives (Participant B2c0). It was feared that it would demotivate the people to carry out 

other strategic initiatives. Although the merging plan was still confidential, the rumour spread 

and raised people’s concern about what would happen to them if the merging really happened 

(Participant S5y0). 

The governance of the program consisted of a steering committee, a central transformation 

office (CTO), initiative leaders, and project management offices (PMOs) as seen in Figure 6-6. 

The steering committee consisted of the Minister of Finance, the Vice Minister of Finance and 

all the directors general. The CTO was a new unit created to supervise the implementation of 

the blueprint. It had the role of monitoring all strategic initiatives and coordinating all echelon 

I units related to the program. Structurally the CTO was part of the Secretariat General of the 

MOF, but it was solely responsible to the Minister of Finance. The initiative leaders were the 

echelon II leaders responsible for their respective strategic initiatives. The PMOs were new 

units that were created to manage organisational transformation at each echelon I. The CTO 

and the PMOs were created to break down silos between echelon I at the MOF. Every week the 

PMOs reported progress to the CTO and every two weeks the CTO summarized it and reported 
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to the Minister of Finance. The Steering Committee held monthly meetings to evaluate the 

progress and handle any bottle necks. 

Figure 6-6 The governance of the MOF organisation transformational blueprint 2014-
2025 

 

Regardless of the good governance of the organisational transformation programs, the merging 

initiative was one of the most difficult initiatives to be implemented (Participant B7y0). In 2014 

a couple of mini labs were held to discuss what would be the new organisational structure after 

the merging. Treasury, State Assets Management, and Debt and Risk Management agreed to 

reject the idea of merging, they argued that their units were unique and the merging could not 

progress further if the SPAN and SAKTI were not yet implemented (Participant N2d0). The 

effort to postpone the deadline to implement the merger initiative showed the level of resistance. 

At the mini lab discussion, the members could not agree about how the final organisational 

structure would be after the merger (Participant N2d0). The discussion about the merging in the 

mini lab was fierce because of the strong silo mentality, until the Secretary General of Taxes at 

that time said, “open your clothes first, then we talk” xiii (Participant B6c0). 

Finally, the Minister of Finance gave a direction at the steering committee meeting in January 

2015 “No matter whether the central units are going to be merged or not, the merging of the 

regional offices of Treasury and State Assets Management must start piloting”. Another mini 

lab was held in March 2015 to accommodate the demand from the minister. The result of the 
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Treasury and State Assets Management were to have joint services (co-services) to improve 

service to the government agencies. The first idea was to merge the regional office (kanwil) and 

the service office (the KPPN and the KPKNL) but the discussion was difficult, so it was decided 

to just provide a joint service. 

The co-services seemed to be simple because there was not much to change. All that was needed 

was a new business process and operating procedures at the front office. But it was not as simple 

as it seems, problems arose again. Different numbers of Treasury service offices (KPPN) and 

State Assets Management service offices (KPKNL) created different coverage areas 

(Participant N2d0). Even deciding the date for providing the joint service was problematic. A 

participant saw that the real problem was not the organisational structure, it was the sharing of 

power and authority (S5y0). Based on the expectancy theory perspective, each of these actors 

did not want to cooperate because they saw a threat to their position, there was big uncertainty 

about the future. Were there still enough positions for them to advance in their careers? At the 

first stage of co-service there was not much resistance from State Assets Management and 

Treasury when each of the service offices assigned their employees to do their tasks in another 

service office (the KPPN employees were assigned to the KPKNL office to do the treasury task, 

or the opposite). In the next stage both echelon I units started to be defensive when the front 

office (not the back office) from one unit could do the task from other unit, so Treasury or the 

State Assets Management did not have to assign their employee to another service’s office. 

They thought that if their job could easily be done by another unit then there would be no 

problem if the units merged (Participant S5y0). A participant saw the key for successful 

implementation was the leader, in this case the leader was the director general (echelon I). 

Although the Minister had already agreed, if the directors general did not agree it would still be 

difficult to carry out the changes (Participant S5y2). 

6.6 Conclusion 

Frequently there are no specific institutional designs in the coordination cases and mostly the 

leaders are not appointed but are the heads of units that have the greatest interest in achieving 

their objectives through coordination practices 

The classifications of each of the coordination practices do not fit exactly into each category. 

The coordination practice classification moves between categories. Some of the failure of 

coordination that made the coordination downgrade, for example the spending review and the 



  

97 

regional fiscal review, are expected to be coordinated as a shared activity but end up becoming 

sharing information. In another case, some new tool was applied because the initial coordination 

failed, the categorisation moved up, such as in the case of the asset liability management that 

initially was just a shared activity but had to be changed to be a shared responsibility. The ALM 

experienced lack of commitment in the initial conditions, so they improved coordination by 

adding a joint performance indicator. 

The spending review was initially intended to be a shared activity, whereby Treasury collected 

the data and did some analysis and then Budget was expected to use the result in the budgeting 

process to improve the budget allocation in the following year. However, the tug of war between 

Budget and Treasury led to the spending review ending up as just a shared information 

coordination activity. Budget did the review themselves, and Treasury did the same review with 

some expectation that Budget would use the review result. Treasury argued that they would do 

a better review because they had more manpower and were much more familiar with the 

regions. So, they would know the problems in budget expenditure better. 

The regional fiscal review which was initiated at the same time as the spending review 

experienced the same thing. The regional fiscal review was intended to be a shared activity, 

where the inability of Fiscal Balance to analyse the impact of the government budget on the 

local economy (because they only had an office in the Indonesian capital) was expected to be 

overcome by Treasury which had offices spread all over Indonesia’s provinces. However, 

selfish motives made the initial idea of working together disappear. Fiscal Balance thought that 

the review was just an assignment so they would ask Treasury only if needed. On the other side 

Treasury thought it was a transfer of authority, so they had to do it regularly with or without a 

request from Fiscal Balance. Because Treasury could not get the data from Fiscal Balance, they 

requested it directly from the local governments. From the local government perspective there 

was no coordination at all in the MOF because different echelon I units requested the same data 

from them. 

Data Pooling was a sharing information type, whereby all units give their data to the Pusintek 

to be stored at the centralized warehouse, and then if any other unit needs data, they can get it 

from the Pusintek after getting approval from the data owner. Although it was just a sharing 

data type of coordination, the Pusintek as the data custodian faced difficulties at the initial stage. 

All units hesitated to share their data, however, after the Pusintek gained a strong facilitative 

leadership and successfully convinced the data producers that they were still the data owners, 
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the Pusintek finally won their trust. Yet from the data user’s perspective, because they still had 

to get the data owner’s approval, the existence of the Pusintek just added an additional 

unnecessary process. 

The state assets budget allocation was initially intended to be a shared information activity, 

whereby Budget requested information from State Assets Management about state assets. But 

it ended up becoming a shared activity because State Assets Management thought that all 

activity that related to state assets was their jurisdiction. A tough process of negotiation resulted 

in State Assets Management being involved in the process of budgeting, whereby the 

government agencies could only allocate budgets to buy assets when already approved by State 

Assets Management. 

Asset liability management (ALM) was initially a shared activity, whereby all actors provided 

information and acted based on their jurisdiction. However, it did not work out because each of 

the actors had their own objectives. For example, Taxes’s objective was to get high tax revenue, 

Debt and Risk Management’s objective was to get financing at the lowest cost, and Treasury’s 

objective was to ensure that the cash balance was appropriate, not too low and not too high. To 

ensure commitment from all actors, a joint performance indicator was applied. So, all actors 

had the same responsibility to ensure the cash deviation was not too great. Besides the joint 

performance indicator, the failure of coordination was handled by applying change 

management. The change of the Minister also affected the coordination situations.  

The State Treasury and Budget System (SPAN) and the Finance Application System for 

Government Agencies (SAKTI) was the integrated information system, in the sense that all 

applications that were used in the budget function, the budget expenditure function, and the 

accounting function would be merged into a single application. The SPAN was initially 

intended to be the single application that replaced the existing application, but the business 

process kept changing and the limitations of the built-up application forced the Dit. SITP to 

develop an in-house development application called SAKTI to overcome the problems. The 

strong resistance to the process of the development of the SPAN and SAKTI could be overcome 

through the three pillars approach. One of the most important pillars is change management and 

communication. The two actors, the head of SITP and the senior advisor for information 

technology at the MOF, also had a significant influence on the success of the programs. 
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The merging of the treasury unit was the process which attempted to merge all echelon I units 

that had treasury functions. McKinsey argued that the separation of treasury functions into three 

different units, Fiscal Balance, Debt and Risk Management, and Treasury had caused weak 

coordination in liquidity management, risk management and special missions. Those three units 

before bureaucratic reform in the MOF were just a single directorate general called Budget. 

However, these three units were already too big to be merged. Resistance was extraordinarily 

strong, each echelon I unit tried to maintain their structure in the proposed integrated unit. 

Creating co-offices was tried as a steppingstone but also failed, it ended up being a co-service 

(to provide reconciliation services together at the same time in one office). The discussion about 

the new structure was stalled until finally it was stopped after Ms. Indrawati was re-appointed 

as the Minister of Finance in 2016, because the process was consuming time and resources for 

a questionable result. 
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Chapter 7 Factors Influencing Coordination Practices 

The second research question is “What are the factors that influence the success or failure of 

the implementation of coordination practices?”. To answer this question, this chapter 

synthesizes findings on factors that influence coordination based on the literature and document 

analysis. In the first part, it justifies how coordination can be called a success or not. Then it 

analyses the relationship between complexity, flexibility, and chances for success. The next 

section synthesizes the factors that influence coordination in each case based on the conceptual 

framework in chapter 4. Finally, it looks for the most influential factors in the coordination 

cases. 

7.1 Measuring successful coordination 

Each of the participants interviewed had a different perspective on the degree of successful 

coordination. Top level officers frequently said that coordination in the MOF was already good, 

that communication and data exchange moved flawlessly between echelon I units, and the 

decision-making process could be conducted quickly. Their argument was based on the frequent 

meetings held at the top level. However, participants from the lower level officers frequently 

said that coordination in the MOF was still problematic, their argument was based on 

difficulties with solving complex problems that needed two or more echelon I units working 

together. What had been decided at the top level was not always workable at a lower level. 

That different perspectives exist can be understood because the top levels and lower levels have 

different expectations. Achieving the main objectives is difficult as Lægreid et al. (2014) have 

observed: by their nature the problems that the coordination practice tried to address are difficult 

to solve. The top level officers do not like their program to be called ‘failed’ just because it did 

not achieve the main goals. They want it to be appreciated for what has been done and the 

positive changes on the input and process. Lægreid et al. (2014) also argue that it is much easier 

to measure the performance of the coordination by seeing the improvement in the input and 

process rather than through positive output and outcomes, because there are many factors that 

influence the output and outcomes of coordination practices. 

The lower level officers were not satisfied with the coordination result because they were more 

focused on the end result. Frequently the results were not always as expected, as the 

coordination result might be perceived to be a failure because there was a gap between 
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expectations and the result or coordination processes might be efficient in terms of resource use 

but unsatisfactory from the actor’s perspective (Lægreid et al. 2014). 

Because of these difficulties with measuring the performance of coordination practices 

(Lægreid et al. 2014), this study measured the success and failure of coordination based on the 

improvements to inputs and processes. Because most of the coordination cases are related to 

information sharing between echelon I units for strategic decision making processes, the major 

input in this study is the data. The measurement is based on how available the data are, how 

fast the data are transfered between echelon I units, and how consistenly this data is used in the 

decision making process. Many coordination cases failed because of lack of data (Paulus and 

Hindmarsh 2016) or simply because the data was not used effectively (Halligan 2015). 

The process is measured by how fast the joint decision is made and how likely it is that those 

joint decisions will be implemented. Many coordination cases showed slow progress although 

all the relevant actors agreed to the decision that had been made (Bardach 1998; Schneider 

1992) 

The justification for the success and failure of the coordination in this study is not black and 

white. There is a range of improvement in the inputs and coordination processes. From the 

lowest to the highest: (1) no data at all; (2) data is available, but the data exchange is slow or 

does not happen; (3) data is available, the data exchange occurs, but the decision making 

process is slow or there is no decision; (4) data is available, the data exchange occurs, the 

decision is taken but slowly implemented; and (5) data is available, data is exchanged 

automatically, the decision is taken and implemented. 

The first level where there is no data at all, is the situation where one stakeholder who was 

expected to have the data because it was their function to produce it, did not have the data or 

did not want to produce it because they did not need it. In the case of the regional fiscal review, 

Fiscal Balance, the unit that should have had information about local government financial 

reports could not provide data when Treasury needed it at the beginning of the year because in 

January not all local governments had sent in their financial reports to Fiscal Balance. 

Moreover, at the beginning of the year Fiscal Balance had not yet completed refining the data. 

They were reluctant to provide the raw data because of the possibilities of inaccurate data. 

Treasury did not have any option other than to get the financial report data directly from the 
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local government. Because of this, local governments frequently asked why they should have 

to send the same data twice to the Ministry of Finance. 

The second level when the data exchange was slow or did not happen, involves situations where 

the data is available, but the data producers or data owners are hesitant or reluctant to give up 

their data. An example is the spending review, where Budget who owns the output realisation 

data was reluctant to provide it to Treasury. Another example is in the case of the state assets 

budget allocation when State Assets Management refused to provide the asset data in the data 

pooling to Budget. When State Assets Management was pushed to give their data, they finally 

agreed to provide it but only the printed version of asset information not the soft copy. From 

Budget’s perspective the printed version was useless because they could not input it to their 

application. Another example arose in the case of data pooling, where at the initial stage all 

echelon I units refused to store their data in the Pusintek because of the low level of trust. 

The third level where the decision-making process is slow or where no decision was made, 

presents the situation where all the stakeholders appear to have been working together, by 

regularly meeting and sharing data, but they did not fully trust each other, or their personal 

interests were stronger than the mutual objectives. This can be seen in the case of asset liability 

management before change management was introduced. All the stakeholders regularly met 

and provided their data in the meeting, but it took a long time to make a decision about what 

each unit should do to secure the cash balance.  

The fourth level when the decision has been made but not implemented, is where all the 

stakeholders realised the importance of coordination. They accept their interdependence, but 

when the decision has been made it is not what they expected. In the case of the SPAN and the 

SAKTI at the initial stage, although it had been decided in the leader’s meeting that the SPAN 

project would continue, some of the business process owners were still not ready for the impact 

of automation. In the other case of merging treasury units, although all echelon I leaders had 

signed the integrity pact to prove that they were agreed and would support the implementation 

of strategic initiatives stated in the Blueprint, resistance was very strong when the three units 

were to be merged. An interesting thing happened in the case of the spending review and 

regional fiscal review where the Minister had given an order and all echelon I leaders had agreed 

to work together to do the review, but when that order was translated into operating regulations, 

the echelon III could not agree as to how they should work together. 



  

104 

The fifth level is the expected outcome of good coordination where the data exchange is 

automatic, on request or without a request. Also, when the decision is made all actors conform 

to it even though it might be unfavourable to them. This is the situation when change 

management and the joint performance indicator are applied to asset liability management 

cases. With change management, the invisible barriers are gone with the increase in trust among 

stakeholders. With the joint performance indicator, all stakeholders have become aware of other 

units’ activities, because when one unit fails to achieve their objectives, it will impact on other 

units. The data are automatically transferred to related stakeholders although they have not 

requested it, using the new data other units could adjust their forecasts and actions in the future. 

In the case of the SPAN and the SAKTI all the stakeholders were starting to accept the SPAN 

after the implementation of change management programs and a little bit of pressure from the 

top. Change management played a significant role in informing the importance of and the need 

for the SPAN and the SAKTI. When all had been done and some of the actors were still 

stubborn, the top leaders played a role by forcing them by threats. If this was still not successful, 

the sources of problems were removed by transferring them to other units. 

7.2 Complexity, flexibility, and chances for success 

In the literature review coordination practices have been categorized based on the complexity 

of the coordination. Interestingly, based on the empirical analysis, the level of complexity has 

an adverse relationship with the level of independence. When the coordination becomes more 

complex, the stakeholders become less independent (Metcalfe 1994). In the shared information 

all stakeholders are totally independent. In the shared activity the stakeholders are less 

independent because they must adjust their activity to other stakeholders. With shared 

responsibility the stakeholders became less independent because their activity had to be 

approved by other stakeholders. In the integrated information system, the activity of each 

stakeholder remained independent but not their IT development system. In the integrated 

organisations, the stakeholders lost their independence altogether. 

That inverse relationship between complexity and independence level creates a curved shape 

showing the probability of success, as can be seen in Figure 7-1. But before further discussion, 

it should be noted that Figure 7-1 is shown as an ordinal scale. It incorporates qualitatively 

different levels of complexity, independence, and chances of success. Higher and lower levels 

can be identified but not quantified; level 2 is not twice as low as level 4.   
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Figure 7-1 Complexity, independence, and chances for success 

 

Source: adapted from Metcalfe (1994) and empirical analysis 

The shared responsibility type has the highest probability of success, because with this type of 

coordination the stakeholders remain independent, but they are bound by mutual objectives. In 

the case of asset liability management these mutual objectives were represented by the joint 

performance indicator. Before the joint performance indicator was applied, the mutual objective 

of securing the cash balance was already there, but because it was only stated in Treasury DG’s 

performance indicators, the other stakeholders did not consider it important because it did not 

affect them. 

Moving to the left side from the middle, the chances of success decrease. The problems on the 

left side are dominated by the lack of commitment from the stakeholders. This does not mean 

that the MOF employees are not professional, but they are overwhelmed by the heavy workload 

of their routine activities, so if the pressure to work together is not sufficient they will not choose 

to cooperate. The case of the state assets budget allocation was a success because Budget DG 

did not have any option other than to accept State Assets Management’s offer and the latter did 

not withdraw from the coordination because they could see some potential benefit to the 

organisation. In the case of the spending review, the regional fiscal review, and the data pooling, 
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all failed because of lack of commitment. The data pooling became a success after some efforts 

(enforcing facilitative leadership and strengthening institutional design) were put in place. 

Moving to the right side from the middle, the chances of success also decrease unless action is 

taken to counter loss of independence. The problem is no longer lack of commitment because 

there are enough tools to force stakeholders to work together. The problem on this side is strong 

resistance because the stakeholders are starting to lose their independence. In the case of the 

SPAN and the SAKTI, the stakeholders are losing their ability to manage their business 

processes and the flexibility to develop their own IT systems. There was a good chance it would 

fail but enormous efforts were conducted by the Directorate of SITP (such as creating 

committees and task forces at all levels, continuously sharing information to all potential users, 

rigorously evaluating the problems and potential resisters) to ensure that the development of 

the IT system was completed and accepted by all of the stakeholders. In the case of the merging 

treasury unit, the stakeholders are losing their organisation and there is some potential that the 

new organisations will be smaller than the existing ones. Therefore the drive to reject the idea 

was very strong although the Minister of Finance had already made the decision to carry out 

the integration. The stakeholders could not refuse the minister’s order, so they were just buying 

time. 

7.3 Factors influencing coordination in the cases 

This section synthesizes the factors that influence coordination in each case based on the 

conceptual framework in chapter 4. The impact of the system context is not discussed directly 

in each case, nevertheless the system contexts significantly influenced all of the cases as to how 

the actors behaved towards the coordination practices, such as willingness to cooperate, their 

attitude toward regulations, and how they tried to protect their organisation. 

 Shared information: Spending review, regional fiscal review and data pooling 

Two cases, the spending review and the regional fiscal review, failed in coordination. Treasury 

failed to work with Budget in the spending review. Treasury also failed to work with Fiscal 

Balance in the regional fiscal review. All actors chose to work separately. There are common 

factors that affect both the spending review and the regional fiscal review and there are other 

factors specific to each case.  
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The drivers of coordination for both cases were a powerful political leader, organisational 

failure, and the turbulent environment, but they were not strong enough to push all the 

stakeholders to work together. 

The request of the Minister of Finance at that time to increase the accountability for public 

expenditure, to account for every rupiah was the same driver for the spending review and the 

regional fiscal review. Although the Minister was a forceful political leader, who had enough 

power to push all echelon I units to work together, ministers have time limitations. Ministers 

are appointed by the President to work in their cabinet for a five-year period. That is why if the 

echelon I unit officers did not agree with the minister’s directions they would pretend to forget 

or buy time, with the expectation that the next new minister will have new policies (Participant 

S7b0). It can be seen that after Minister Martowardojo, the one who had the idea that the DGs 

of Budget and Fiscal Balance should work together with Treasury, left the Ministry of Finance 

so did the spirit to work together. 

The automation by the SPAN and the SAKTI greatly disturbed the existing business processes 

and organisations. Bryson et al. (2006) argue that the strong environment turbulence should 

have had a positive impact on the coordination, but the turbulence only affected Treasury by 

significantly reducing the workload of some units and did not have any significant impact on 

Budget and Fiscal Balance. So, both these units were less motivated to work together. 

In the case of the spending review, Treasury and Budget were mutually interdependent, 

something that should have had a positive impact on the coordination. Treasury needed data 

from Budget, and the other way around. However, within Treasury the unit that conducted the 

spending review was the Directorate of Budget Execution (Directorate of PA), which was 

separated from the unit that owned the data, the Directorate of Treasury Information 

Technology (Directorate of SITP). Budget could easily get the data from the Directorate of 

SITP, but the Directorate of PA could not get the data from Budget. The situation caused a 

power-resource-asymmetry that was unfavourable for Treasury. 

In the case of the regional fiscal review there was also interdependence between Fiscal Balance 

and Treasury. Fiscal Balance had authority to communicate with local government but did not 

have enough resources to conduct the review. On the other hand, Treasury had enough resources 

but did not have enough authority to build communications with local government. This was 

the perfect situation for strong coordination, but each stakeholder had different expectations 
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that made the coordination fail. Fiscal Balance’s expectation was of creating regional offices 

which would open the opportunity for promotion for their employees, while Treasury’s 

expectation was to have analytical activity so it would have a higher grading for the 

performance allowance. 

Not much was done in the institutional design process. There were no special joint task forces 

created to assist the coordination. There was no lead agency in the spending review, nor in the 

regional fiscal review. Treasury was highly active in building communication with other 

stakeholders because it was the echelon I unit that had the least power. The power dependency 

theory argues that the less powerful actors will try to balance the power by offering a reward. 

In both cases Treasury did it by building active communications to negotiate with other actors. 

In the case of the spending review, Treasury offered to use Budget regulations in order to make 

sure that the output of the spending review was useful in the budgeting process, but it was 

turned down by Budget. Several meetings were held by Treasury, but Budget and Fiscal 

Balance were reluctant to come.     

The third case, data pooling, could be seen as a successful example of coordination in the sense 

of the working together between the IT units in the MOF, although from the perspective of data 

users, the existence of data pooling was only an addition to the existing bureaucratic process. 

There was not much driver in the case of data pooling except the influential political leader. 

Mr. Bobby the senior advisor for information technology at the MOF, thought that the 

governance of the Pusintek should be strengthened by giving it a strategic position as a single 

data point of contact for the MOF. Mr. Bobby was quite a powerful political leader because he 

had direct access to the Minister of Finance. His task was to ensure all units were willing to put 

their data in the data warehouse. Although he had the power, he chose to use an informal 

approach to ensure that the coordination would endure when he was no longer in the position. 

His position strengthened the weak position of the Pusintek against other IT Units that had been 

established for quite a long time. 

At the initial stage of introducing data pooling, there was strong resistance from other IT units. 

Regulations were enacted but that was not enough to make other IT units trust the Pusintek. Mr. 

Bobby and the team from the Pusintek overcame the barriers and won trust through regular 

meetings and the creation of a Chief Information Officer (CIO) and the financial information 
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technology reform team. To reduce the resistance, data ownership remains with the data 

producer, so the Pusintek could not provide data without their consent. 

 Shared activity or resources: State assets budget allocation 

The driver of this case was Budget which could not make sure that the proposed budget from 

the executing ministries to buy state assets was accurate without comparative data. After Budget 

transferred some of their authority to review the budget proposal to the Internal Auditor, Budget 

no longer had any information about state asset conditions. So, Budget needed to work with 

State Assets Management to obtain the state asset information. 

State Assets Management as the state asset manager had an advantage over Budget because 

they owned the data. State Assets Management had motives for being involved in the budgeting 

process, so they used the power-resource imbalance to control the cooperation. The 

coordination could be said to be successful because Budget and State Assets Management were 

finally working together, but it prolonged the process of the state assets budget allocation.  

There was no special institutional design or facilitative leadership in the processes of 

coordination in the case of the state assets budget allocation. Communications between Budget 

and State Assets Management were fraught as both units persisted with their points of view. 

Budget thought that State Assets Management should not be involved in the budgeting 

processes because it was beyond their jurisdiction, on the other side, State Assets Management 

thought that anything that related to state assets was their jurisdiction. The top-level officer Mr. 

Bobby was aware of this problem, but the settlement was left to both parties. To strengthen 

their position, State Assets Management enacted a regulation about the involvement of State 

Assets Management in the budgeting processes although at that time Budget had still not agreed 

to it. In the end Budget did not have any option but to accept State Assets Management’s 

proposition.  

 Shared responsibility: Asset liability management 

This case could be said to show successful coordination practices. The data was exchanged 

between multiple stakeholders automatically and the decision-making process was quick. 

A turbulent environment and organisational failure became the drivers of this case. The high 

budget deficit in 2015 caused by unreliable cash forecasting and poor coordination among the 

stakeholders created considerable turbulence in the MOF that resulted in the replacement of the 

Minister of Finance in 2016. There was interdependence between the stakeholders, because 
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they could not achieve their objectives without good coordination with other directorates 

general. Taxes did not know how much and when they would receive financing if they did not 

know the prediction of the cash balance. Treasury could not predict the cash balance without a 

reliable prediction of cash income. DG of Taxes and DG of Customs and Excise could not 

predict cash income accurately if they had a wrong macro economy prediction. And the Fiscal 

Policy Agency could not predict for the macro economy conditions if other echelon I units did 

not provide accurate data to them. 

Here power was distributed relatively evenly among stakeholders, because there were no 

echelon I units that had more power than other units. The coordination problem at the initial 

stages was because of the absence of mutual objectives as each of the echelon units focused on 

their own objectives. 

Not many regulations are used in the case of ALM. There are only two known regulations that 

had been enacted. The first regulation was the creation of the ALM committee, and the second 

regulation was the SOP-link, that was the regulation that stipulated the mechanism for data 

exchange between echelon I units. Although the ALM committee consisted of high-level 

officers in the MOF, there was no guarantee that coordination would be successful. Two years 

after the ALM committee was created and SOP-link regulations were enacted, the cash forecast 

quality was still low (Participant N1e0) because the trust among stakeholders was still low 

(Participant B2c0) and each echelon I just focused on their own individual objectives. Each of 

the echelon I units tried to reach the target of their own performance indicators. This can be 

understood because the yearly performance allowance was based on the achievement of 

individual employee performance indicators and an organisation performance indicator. If the 

incentive theory perspective was applied, the coordination failed because there were no 

incentives to work together, the key performance indicators was measured based on workers’ 

organisation achievement not mutual goals. 

The situation altered after the Minister changed and the change management program was 

begun. Besides strong pressure from the new minister, change management played a key role 

in the successful coordination. Some instruments were used to change the mindset of the 

officers, including the use of external actors, a regular monthly meeting, and the creation of a 

joint performance indicator. Besides that, Treasury efforts to open their data first increased the 

trust between stakeholders. No dedicated application was used for the data exchange, but all 

stakeholders automatically sent their data to other units so other units could update their 
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projections as soon as possible. The informal approach that dominated the relationship played 

a crucial role in increasing the trust level. 

 Integrated information system: SPAN and SAKTI 

Although the SPAN experienced some delays, this case was considered successful because the 

project could be completed and continue although the loan contract had ended. At first people 

had doubts about this application but in the end, everyone supported it.  

The initial driver of these cases was the environmental turbulence. The economic crisis in 1998 

made the MOF leaders at that time realize that there were fundamental problems with the 

fragmented information system in the MOF. They realized that the fragmented system had 

produced poor quality information that resulted in poor decision making. However, the idea of 

integrating all the information systems could not be acted on until the bureaucratic reform in 

the MOF started in 2004. The World Bank through the GMFRAP project agreed to fund the 

modernisation of IT systems in the MOF. However, when this strategic idea started to take 

shape, resistance emerged. The resistance was so strong that the driver of this case was no 

longer the environmental turbulence, but the loan from the World Bank. The project was too 

big to fail, it would be at a high cost to the government of Indonesia and would become the 

subject of an external audit finding if that happened. 

Budget and Treasury had already worked together on the earlier budget applications that had 

two independent databases. There was no power-resource imbalance between Budget and 

Treasury because each unit had their own IT applications to develop. But Treasury became the 

leading unit because they had more applications than Budget. The problem in the development 

processes was between the IT unit as the system developer, and the business processes owner. 

The business processes owner saw the SPAN and the SAKTI as a threat to their existing 

business process. There was also concern about who would get the credit if the SPAN and the 

SAKTI were a success. Was it the IT unit as the developer of the application or the business 

processes owner? Before the SPAN and the SAKTI were introduced, it was customary for each 

of the business processes owners to develop their own application, and this application became 

their pride. In Treasury the developer of SPAN and SAKTI are separated from the regular IT 

unit developer, so the reluctance of the existing IT developer could be overcome. There were 

different conditions with Budget where the developer of the SPAN and the developer of regular 

programs was the same unit, the reluctance was shown by the slow process of the development 

of the application in Budget. 
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The institutional design was created to ensure support from all levels. At the top level, the RPPN 

committee was created to bind commitment from the top level. Another committee was also 

created at the technical level, to ensure that coordination of the development processes was 

flawless, and at the operational level the KISS that consisted of the SPAN ambassador and the 

head of units was created to ensure all staff were aware of and supported the SPAN and SAKTI. 

In this case two people played critical roles in the successful coordination. The first one was 

Mr. Bobby the Senior IT Advisor to the MOF who became the committed political leader. The 

second one was Mr. Sudarto the head of the Directorate SITP who became the project leader. 

Mr. Bobby was appointed by Ms. Indrawati, the Minister of Finance at that time to help her in 

the development of the SPAN. He had the advantages of direct communication to the minister, 

and really knowing the problem at the technical level because he was involved in weekly 

meetings and could shorten a long and time-consuming bureaucratic process. Mr. Sudarto 

became the project leader because his unit was responsible for the development of the SPAN 

and the SAKTI in Treasury. He had the biggest responsibility because Treasury had the most 

applications in the SPAN and SAKTI. If he did not manage the development processes properly 

and anticipate all of the barriers it was almost guaranteed that it would fail like the experience 

of many other countries (Peterson 2006). 

To build trust and maintain commitment from the top level, Mr. Sudarto regularly presented 

the progress of the SPAN and the SAKTI in top level meetings. He also met the echelon I 

leaders one by one to ask for their support. However, the top-level workers were not the only 

significant people. For example, in Budget, one of the echelon III officers had to be removed 

to reduce the level of resistance. Top level support is important, but it was not enough to 

guarantee success if the lower levels were unsupportive, which is why the change management 

and communication programs were introduced, to ensure that resistance at the lower level could 

be minimized. 

Microsoft share point was used as the communication channel between stakeholders in the 

SPAN and the SAKTI, but it did not work very well because no one was assigned to manage 

it. However, the real problem was not just about assignment. Culturally Indonesian people are 

not used to writing reports, so it became a problem if there were job rotations, as the newcomer 

had no record of what the previous employee had done. They usually relied on the existing 

employees to explain what had been done and what should be done. 
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Monitoring and evaluation were conducted regularly. A weekly meeting was held at the 

technical level and lead by Mr. Bobby, if there were problems that could not be solved at the 

technical level, they were brought to the RPPN committee meeting lead by the Minister of 

Finance. At that meeting they looked for the solutions for all the bottlenecks and barriers. 

 Integrated organisational structure: Merging treasury units 

The driver of this case was the recommendation of McKinsey, based on their evaluation of the 

current bureaucratic reform. They saw there was weak coordination in the treasury function that 

caused problems in liquidity management and risk management. When McKinsey conducted 

the research, it involved counterparts from the MOF but most of them did not know about the 

planning for the integration, so it caused a shock when McKinsey suggested it in the final report. 

Historically treasury functions were managed by a single directorate general called Budget. 

When bureaucratic reform in the MOF started some of the functions began to segregate into 

more specialized functions such as budget function for Budget, asset function for State Assets 

Management, and financing function for Debt and Risk Management. The rest of treasury 

functions remained at Treasury. The disintegration in the first bureaucratic reform was much 

easier than the current integration process. In the first bureaucratic reform there were also some 

integration processes, but resistance was not too high because the structural position was not 

reduced, just moved to another echelon I. 

The distribution powers were equal, no echelon I units had power over other units. This was a 

good situation for a successful coordination, however the echelon I officers that were to be 

merged felt threatened. Fiscal Balance employees’ concern was the wide coverage of Treasury 

regional offices: some of them liked it because it opened the opportunity for promotions but 

most rejected it because they would have had to move to remote areas far away from their 

families and homes. Treasury and State Assets Management‘s concern was what would happen 

to their employees. The integration would affect the employees because of staff cuts. McKinsey 

said the integration could reduce employee numbers to 5000, half of the existing employees. 

This was good for efficiency, but it was not easy to remove that many people. The other concern 

was that opportunities for promotions would be limited because of the possibility that structural 

positions would be reduced. 

There were no committed leaders in the case of the merging treasury unit, but new units the 

CTO and PMOs were created to handle bureaucratic procedures. They are non-structural units, 
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so these new units could bypass the bureaucratic hierarchy in organisations. For example, the 

PMOs could report directly to the Directorate General if they found problems, and the CTO 

could communicate directly to the Minister and Vice Minister of Finance if they had problems. 

This special privilege gave quite a lot of power to the new units to push all stakeholders to work 

on their strategic initiatives in the blueprint. However, the power of these units was not enough 

to force the integration of the three units that had treasury functions. 

In the coordination process, several meetings and mini labs were held to discuss what the new 

structure should be and to make sure all stakeholders’ voices were listened to. But this was not 

a success, egocentric mind sets dominated discussion and the threatened feeling smothered all 

the good intentions for integration. A steppingstone to creating a joint regional office was also 

not successful; it was ended and just became joint services. When the new Minister of Finance 

came, she saw that this integration process would consume a lot of time and energy, so she 

stopped these strategic initiatives. Several times she threatened units that could not work 

together with integration, by saying “if you still cannot work together, I will merge you, I know 

that you guys did not want to be merged” (Participant S7b0). 

7.4 The public sector coordination framework 

Drawing from the empirical analysis and adjusted from the analytical framework, this study 

offers an adaptation of the coordination framework proposed earlier by Ansell and Gash (2008), 

Bryson et al. (2006) and (Emerson et al. 2011) as can be seen in Figure 7-2, that could explain 

critical factors that influence coordination practices at different stages. This new coordination 

framework would better suit the public sector in Indonesia and other developing contexts with 

similar cultures. 
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Figure 7-2 Public sector coordination framework 

 

In the outer box is the system context that influences every coordination case. Overall, the 

current system contexts are unfavourable to the coordination practices so some of the successful 

coordination cases must work hard to counter these unfavourable situations. The system context 

is influenced by the civil service culture, organisational structure, budget allocation mechanism, 

human resource management and leadership (minister) style. 

The civil service culture is influenced by Javanese culture. This culture has a preference for a 

centralistic top-down decision-making system (Rohdewohld 1995), as a result the problem 

solvers must be the top level managers. Moreover, the culture of the civil servant is also 

influenced by the Dutch regulatory system, which means the civil servant will act only based 

on rules and regulations. Civil servants tend to hesitate to act when regulations are not available. 

That is why the regulatory system in Indonesia is so detailed and rigid. However, the study 

found that these pedantic work practices only applied at the low level. The high-level civil 

servant sees the rules and regulations only as the tools to maintain their hegemony (Participant 

I1x1). The situations caused an unfavourable environment for coordination practices because 

the decision maker for the cases between echelon I units is the Ministry of Finance, and this 

created a heavy burden for the minister. Moreover, although regulations do not always mean 

much, to ensure that the coordination works flawlessly it must be accompanied by adequate 

rules and regulations, which sometimes take a lot of effort to enact. 
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As the result of organisational structural reforms, the recent Ministry of Finance organisational 

structures are more specialized in function. This situation makes coordination more challenging 

than ever because the problems that could be solved by single echelon I units, must now be 

handled by several echelon I units. The situation is made worse by the budget allocation system 

that uses a historical approach. That means if the coordination practice is a new activity that 

was not funded in a previous year, their funding must be acquired from existing activities. They 

must negotiate with the current budget owner. 

The silo mentality is common in the public sector, and this study found that within the Ministry 

of Finance the silo mentality was worsened by inadequate human resource management. Job 

rotation and promotion conducted only within echelon I units, created a strong sense of 

belonging within these units. The key performance indicator that expected to increase the 

professionalism of the employee could not stimulate a cooperative culture because the target 

was based on the individual assignment not joint work. 

The study found that the leadership style of the Minister strongly influences the willingness of 

the employees to work together. The chance of successful coordination up and down depends 

on who is the minister. When the Minister likes to pay attention to small details, the employees 

are more encouraged to work together because they feel they are being watched but focusing 

on administrative matters came at the expense of the ability of the Minister to do strategic 

activities. On the other hand, if the Minister just focused on the strategic stuff and did not pay 

attention to the process, the willingness to cooperate decreased. Participants said that it was 

much easier to push echelon I units to work together under the Mr. Martowardojo’s regime than 

under other ministers (S5y0 and S8d0). He is known as a leader who is decisive and attentive 

to detail and he is the one who had the idea of making the Ministry one big family by abolishing 

each echelon I difference. 

Coordination under the leadership of Ms. Indrawati was also much better compared to previous 

ministers because she encouraged regular meetings at the top level, so communication at the 

top was much more seamless, but these good practices were not followed by subordinates. 

Frequently the coordination problems that had already been solved at the director general 

(echelon I) level were not automatically solved at the lower level. It could be that subordinates 

did not understand the order or that they simply refused to follow it. Several times Minister 

Indrawati said to the directors general, “if you give an order to your subordinate make sure they 

understand the order and monitor it, do not just give an order and forget it” (Participant S7b0). 
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Sometimes the directors general seem not to have any power over their subordinates. Because 

their subordinates have worked longer than the directors general, it is presumed that they are 

more experienced. Frequently in a meeting the directors general are angry with their 

subordinates, but after meetings nothing changes, and there is no penalty for the officer 

unwilling to cooperate (Participant S7b0). 

After the system context, the first stage that influences coordination is the driver. The stronger 

the driver the higher the chance for the success of coordination. There are several factors that 

can be considered as drivers: the turbulent environment, external actor pressure, organisational 

failure, and the political leader. 

The study found that the turbulent environment effectively drives the coordination, but it does 

not ensure its success. As Basri (2017) argued resistance to change in the public sector is very 

strong. In the Ministry of Finance, the project leader sometimes put more drivers in to overcome 

resistance. 

External actor pressure is one of the drivers usually used by the project leader to ensure the 

success of the coordination. External actors such as an external audit board and foreign 

consultants are the most effective tools to speak their intention because they give legitimacy 

and the perception that it is the right thing to do. 

Organisational failure is one of the weak drivers for coordination, it will be effective as the 

driver if all the relevant actors are in the same situation, unable to achieve their goals without 

cooperation. In the case of ALM, this situation was created by the joint performance indicator, 

it creates a situation where each actor needs the other to achieve the performance indicator. 

A political leader is a person who has authority and controls resources. In the Ministry of 

Finance, the political leader is the minister. It can also be another person given authority to act 

on the behalf of the minister, but based on the empirical analysis, there is no single person who 

can act for the minister. Even recently when the position of Chief Information Officer was 

created, he/she still cannot make any decisions, they can only report and make suggestions to 

the minister, and the Minister will make the decisions. Some of the coordination cases successes 

were when the Minister was involved deeply, such as in the case of ALM and the SPAN. 

General agreement on the problem is a driver that rarely happens in the initial process of 

coordination, but as the result of change management programs. It is a strong driver to ensure 
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the long-term survival of programs. The change management programs succeeded in 

convincing all related actors about the significance of the problem. 

After the driver, the first crucial stage is the coordination arrangement. This study found that 

frequently the coordination cases had failed in this stage. This process is the initial step to decide 

whether the cooperation is needed or not and what the division of jobs is. This process is 

influenced by power-resource-knowledge asymmetry.                      

As Emerson (1962) argues power relation imbalance could create problems. The study found 

the asymmetric relationship significantly hampering coordination. However, a power balance 

does not automatically have a positive impact. The study found that unbalanced power can be 

overcome by a committed political leader and adequate institutional design.  

The history of cooperation has a positive impact on coordination as long as the coordination 

cases do not threaten the current organisation. A history of cooperation makes communication 

much easier between actors. 

The next stage after the coordination arrangement is finished is the appointment of the project 

leader and the design of the institution that will carry out the project. Interestingly the project 

leaders in most of the coordination cases were not appointed, but were the heads of the echelon 

II or III units that have the biggest concerns. Some of the coordination failed because the project 

leader did not have adequate skills to build communications with other relevant actors or simply 

did not gain trust. 

Although adequate institutional design is important to overcome the power-resource imbalance, 

this study found that the creation of a new institutional design was rarely conducted for less 

complex cases, except for the data pooling. This new institutional design could be in the form 

of new coordinating units, a task force or just simple joint regulations, depending on the type 

of coordination and how strong the resistance is. The reform team that consisted of the head of 

echelon III units for the data pooling case was enough to ensure the success, but in other cases 

although the task force consisted of high level officers it still could not force all the actors to 

work together. 

In the core coordination process, there are some activities conducted by the project leader to 

build trust, share information, share vision, and create principal engagement. There is the formal 

meeting, creating informal communication channels, and change management programs. 
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Although the formal meeting is not effective in ensuring the success of coordination, it is a 

requirement in a bureaucratic environment. Frequently the actors in coordination refused to 

come to the formal meeting because they felt that it was not important and did not have any 

significant impact on their organisation or on themselves. 

To overcome the weakness of formal meetings the project leader liked to use the informal 

meeting. In the case of SPAN, the project leader regularly visited other echelon I leaders to 

discuss the progress of the project, or in the case of data pooling, the WhatsApp ™ group was 

created to make communication much easier between IT units. This study found informal 

communication quite effective in ensuring the success of coordination by creating trust.  

The new thing that the project leader does in the core coordination processes is use the change 

management program. Not all cases use this approach, only the SPAN and ALM. This program 

is quite effective for identifying opposition and planned action to handle it, but to carry out this 

program needs a lot of resources and because of lack of skills, the external consultant is still 

needed.  

The last process that is no less important is the monitoring and evaluation process. It can be 

said that all the coordination cases in this study failed at the beginning, but some project leaders 

did some adjustment based on a monitoring and evaluation process that changed the result. 

Based on monitoring and evaluation the project leader decided what was the next action, such 

as the use of external actor pressure, seeking support from the Minister, proposing a joint 

performance indicator, or simply issuing a regulation that will help to increase the chance of 

success. 

7.5 Factors that most influence coordination 

The final question is what factors really influence coordination? Is it the organisational 

structure, the system that covers business processes and operating procedures, or the individuals 

(people), the ones that run the organisations? During the first bureaucratic reform, the 

organisational structure has always been the scapegoat for the failure of organisations to achieve 

their objectives. With the spirit of the new public management, the organisational structures are 

made to be more specialised by functions to make them more effective, efficient, and responsive 

to user’s needs.  
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The MOF has experienced rapid change to its organisational structure over the last 10 years 

from the simplest level of changing the name of the organisation to the integration and 

disintegration of the organisation’s structure. Based on the evaluation of McKinsey, it can be 

said that the change in the organisation’s structures did not fully solve the problems. The 

specialisations had caused another challenge to coordination. What the Ministry of Finance 

leadership did not realize was that the division of organisations based on function was found to 

be a barrier to working across boundaries (O'Flynn et al. 2014).  

The frequent changes also made the organisation become immature. The organisation was too 

easy to change, sometimes when a new echelon II officer was appointed, they could easily 

change the structure because they thought that the old structure was not fit for purpose. 

Immature organisations will have significantly bad impacts on the information systems and 

business processes because they must keep adapting to the changes. 

Problems arose when the existing applications and business processes became outdated because 

they could not catch up with the rapid changes in the organisational structure. Frequently, new 

units were struggling with their daily activities because they had to carry out their operations 

manually and networks with other units were not yet established. An example is the case of the 

spending review and the regional fiscal review. When the new unit, Public Expenditure 

Supervision II (PPA II) was created they did not have any standard operating procedures to do 

their daily jobs and the data collection was still done manually by visiting local governments 

one by one. These problems also faced the Directorate of Budget Executions (Dit. PA) when 

they had a new assigment to conduct the review, they did not have any tools to do the job, so 

they conducted analysis using an Excell application. 

The new business processes and standard operating procedures should have been available 

before the new units or new assignments were created, because it was a requirement that they 

should be submitted to the Bureau of Organisation and Governance at the Secretariat General 

of the MOF (Participant S2C0), but sometimes the proposed business processes and standard 

operating procedures did not fit the newly created unit because sometimes changes occured 

during the evaluation of new proposed units. 

Immature organisations and unreliable systems have created situations where the organisations 

became heavily dependent on their officers for the success of their programs. In the case of 

coordination it can be seen how the success of coordination is still heavily dependent on the 
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political leader, the project leader, and the champion. Those three actors are all officers inside 

the MOF.  

Committed political leaders are usually high-level officers in the MOF, they are not involved 

in day to day operations, but they have responsibility for the programs. Committed political 

leaders play a critical role in the coordination because the number of potential opponents is so 

high. Normally the resisters use excuses such as “we need more time”, “it’s constrained by state 

secrecy”, or in extreme conditions these resisters could even say “you are not the only one that 

is important here, we also have something else to do” (Participant S7b0). The resisters see the 

coordination activity as just an additional workload, so they prefer to avoid it.  

The problems of coordination could be within or between echelon I units. If within an echelon 

I unit, the committed political leader could be the director general (echelon I director). But if 

the problems are between echelon I units, the committed political leader is the Minister themself 

or the person who has direct access to the minister. In the case of the spending review, the 

SPAN and the data pooling, the committed political leader was the senior advisor for 

information technology at the MOF because he was appointed as the Chief Information Officer 

(CIO). There is no clear delegation for the decision-making processes. If there are problems 

between echelon I units, the need for the Minister to make decisions is still high, on the other 

hand the Minister is already overwhelmed by the strategic decision-making processes 

(Participant H1a0). As a result, coordination problems are frequently protracted over many 

years. 

Project leaders are usually the head of the echelon II units that lead the coordination’s practices. 

They lead because they are appointed to do so or because they have the biggest concern over it. 

Project leaders played a critical role because a successful coordination needs good management 

skills and a lot of energy. As was clear, the Director of the SITP in the SPAN and the SAKTI 

case worked extremely hard to ensure support from the top level and acceptance from the lower 

level.  

The champions are the actors who had significant influence over coordination, from the top 

level or a low level. The influence could come from power attached to the structural positions 

or which emerged just because the actor is the operator or the future user. As a participant said, 

“no matter how well the systems are made, they will not work if the actors do not support it or 
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refuse to use it” (B4b0). The champions at the top level and the lower level have different 

reasons for not working together. 

The concerns at the top level of those who are not cooperating are with prestige, protecting their 

organisations and arrogance. There is a big question about who will get the credit if a couple of 

stakeholders are involved in the programs. They are hesitant to work together if they will not 

get credit for it. The top level also try to protect their organisations and their subordinates. They 

will tend to refuse to work together if the coordination has the potential to reduce the 

organisational structure, workloads, or job grading. The last reason is simply individual 

arrogance. People feel irritated if other organisations encroach on their jurisdiction without 

asking permission. 

The reasons for lower levels not working together are much simpler, their concerns are just 

about clear operating procedures, budget, and income. In hierarchical organisations, standard 

operating procedures such as the formal regulations are important. They do not want to be 

blamed if something goes wrong, so they will only do what is stated in the standard operating 

procedures. The second factor is the budget: is there funding to do the job? They will not do 

anything, or support coordination if there is no funding for it. The last and most important factor 

is the impact of the performance indicator: will it affect their income? There is less support if 

the coordination does not have any impact on the achievement of the performance indicator, 

because staff will see it as an extra burden. 

7.6 Conclusion 

This chapter provides a comparative analysis of the factors that influenced coordination in each 

of the cases. It reveals that the chance of success is also influenced by the complexity of 

coordination and the degree of independence. In this chapter the chance of the success of the 

coordination examined is bell shaped when expressed graphically. In the low complex type, 

coordination frequently failed because of a lack of commitment, while in the high complex 

type, coordination failed because it was strongly rejected. This rejection could be because of a 

fear of loss of independence or flexibility. In the current situations, leadership still played a 

crucial role in the success of coordination. These individuals could be a political leader, a 

project leader, or just some actors with enough resources to control the coordination. Based on 

the empirical study, these resources take the form of information access or authority. Some 

coordination practices succeed because they use an informal approach and have change 
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management programs, programs that identify potential opposition and provide a strategy to 

overcome it. 
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Chapter 8 Conclusion and Recommendations 

This chapter concludes what has been discussed in this thesis. The first part restates the purpose 

of the thesis. Then there is a brief summary of what the thesis learnt. The last part provides 

recommendations based on the findings of the thesis. 

8.1 Introduction 

The Asian economic crisis in 1998 triggered massive bureaucratic reform in Indonesia 

especially in the Ministry of Finance where it started in 2001. Many reform programs have been 

conducted since then, some of them successful and some not. Coordination failures have been 

perceived as a major contributor to failures in government programs. The Indonesian 

government agreed to adopt a whole-of-government approach to the development and 

evaluation of regulations. The purpose of this study has been to explore existing coordination 

practices in the central government of Indonesia and to understand the critical success factors, 

or the barriers to implementing them. The findings are expected to contribute to the body of 

knowledge by extending the theoretical horizon of emerging coordination practices in 

developing countries. This study is also expected to give the practitioner a range of possible 

solutions to achieving cooperation to improve the effectiveness and efficiency of the 

government’s programs. Appropriate coordination practices are expected to create greater 

coherence, and reduce contradictions, and redundancy within and between policies and/or 

implementation. 

The study shows that during bureaucratic reform, the new coordination practices at the Ministry 

of Finance were rarely implemented with adequate preliminary analysis. They were frequently 

conducted accidentally without considering what factors might impede the result. Drawing 

from the empirical analysis, as can be seen in the public sector coordination framework (Figure 

7-2), this study found that different factors are influential at different stages of coordination 

practices. Whilst system context significantly influences the overall coordination process, the 

first critical stage in the coordination practice is the initial coordination arrangement, which is 

significantly influenced by the drivers, power-resource-knowledge asymmetry, and the history 

of cooperation and conflict. 

To further understand the factors that influence coordination practices, evaluation was 

undertaken of the core coordination process, and how the institutional design and the project 

leaders influence the success or failure of coordination was examined. This study found that 
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leadership and change management programs played a crucial role in the extent to which 

coordination practices were successful. A point to be emphasized is that information technology 

and knowledge management are not included as a measure to improve coordination practices 

since they require a lot of resources and energy. 

8.2 Factors Influencing coordination practices 

A central focus has been the factors influencing coordination of the components in the analytical 

framework, starting from the system context, then the leadership role, drivers, starting 

conditions, institutional design, core coordination processes, through to monitoring and 

evaluation. The public choice theory has proved that the system context significantly 

characterized the culture of working together on each echelon I. Power dependence theory has 

indicated that the power imbalance hinders working together. Subtle efforts by extensive 

communication and formal meeting (horizontal communication) rarely succeed without the 

support of high-level officer. The motivational theory quite effectively explained why two types 

of individual act differently. The champion was not always in a high-level position but had 

enough resources to bargain (access to data warehouse, jurisdiction, and work experience). 

Toxic persons were perceived as high performers by their supervisors, however their 

counterproductive work behaviour resulted in selfish and unethical decisions.    

System Context 
The success of coordination cannot be separated from the system context, in which coordination 

practices operate. The elements of the system context that significantly influenced the 

coordination were the civil service culture, organisational structure, budget allocation, human 

resource management and leadership style. 

The civil service culture especially in the Ministry of Finance is characterised by the Dutch 

regulatory system. This means civil servants will act only if there are rules and regulations that 

mandate an action, although this study found that this only applies to lower level civil servants. 

In general, this administrative environment produces highly pedantic civil servants. Problems 

arise when the regulations conflict with each other. This occurs when the higher level of officer 

uses the rules and regulations to maintain their hegemony, and each of the actors tries to defend 

their own laws and regulations bringing the coordination processes to a standstill.  

The Javanese culture significantly influences the concept of power, hierarchy and conflict 

solutions in the Ministry of Finance. This ethnic group prefers a centralistic hierarchical top-
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down decision-making system. The network relationship in Javanese culture is characterised 

by a patrimonial “patron-client” relationship. As a result, the trouble-shooters in the inter-

organisational problems are usually the top-level managers, and subordinates are hesitant to 

report problems to their supervisor as it is a sign of weakness. This behaviour contributes 

substantially to the challenges of coordination. 

Since 2001 the organisation’s structure has been changed several times by bureaucratic reform. 

The New Public Management movement significantly influenced organisational transformation 

in the Ministry of Finance. The new organisational structure became more specialized in 

functions and this made coordination within the ministry more challenging than ever, because 

problems that once could be solved by single echelon I units now had to be handled by several 

echelon I units. What the Ministry of Finance leaders did not realize was that the division of 

organisations based on function creates barriers to working across boundaries. The division by 

functions means that vertical accountability and horizontal coordination are difficult to 

implement (O'Flynn et al. 2014; Perri 6 1997). 

The budget allocation in the MOF also indirectly influenced how the actors behaved toward 

coordination. Although Indonesia had already implemented performance-based budgeting, in 

practice the budget allocation for each echelon I unit was still based on the historical approach 

not on the activity. Frequently the coordination practices were new programs that required new 

funding, which could only be acquired by taking from existing activities. As a result, many of 

the coordination cases such as the regional fiscal review had inadequate funding. 

Although the silo mentality has become a problem in many developed countries, in the Ministry 

of Finance the silo mentality is aggravated by inadequate human resource management. The 

human resource management that significantly influences coordination includes the merit pay 

system, job rotation and promotion. 

The merit pay system entails renumeration based on individual performance. It is effective in 

enhancing the professionalism of the employees, but it does not promote a cooperation culture. 

This is because, as this study has found, the performance indicators only list the targets based 

on individual assignments not joint work. Joint performance indicators were introduced in late 

2018, but the numbers are still limited, and it is not easy to make actors agree to apply joint 

performance indicators to their individual work targets. 
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Job rotations and promotions in the Ministry of Finance are rarely conducted between echelon 

I units. This situation has created a strong sense of belonging within these units. Staff try hard 

to protect them by making sure other units are not compromising their jurisdictions or engaging 

in activities that will endanger or reduce the current workload. Although the Minister of Finance 

has been encouraging employees to accept job rotation across echelon I units, it still rarely 

happens because each unit thinks their unit is unique, so only an experienced worker can do the 

job. Job promotion favoured staff from the same echelon I, to acknowledge the staff who had 

been working for the organisation for a long time. The study found this situation significantly 

hampered the effectiveness of the coordination practices. 

The Minister can directly influence the coordination practices if they are a member of the 

coordination committee and can indirectly influence the willingness of all the MOF employees 

to work together. When the Minister paid close attention to the process, the willingness of the 

employees to cooperate was much higher compared to when the Minister just focused on the 

result. 

Leadership Role 
In this study leadership has been found to be a precondition for the success of coordination. 

Leadership played a crucial role in countering the opposition to change from the staff who 

refused to cooperate directly and indirectly. These resisters could come from different staff 

levels from low to the highest level of officer. Their reasons for not cooperating vary from the 

simple overburdened workload to the intransigence of individuals. These resisters usually come 

from the echelon II leaders, or sometimes echelon III leaders. Reasons for not cooperating at 

the top level usually include prestige, protecting their organisations, or again just simply 

arrogance. There are resisters at the lower level, however who usually just follow the leader’s 

decision. For the lower level officers some constraints to cooperation are related to how the 

new job affected income and the existence of regulations such as business processes and 

operating procedures. 

There are two types of leader who played an important role in the coordination practices: the 

political leader and the project leader. The political leader is the person who has authority and 

controls resources. The political leader plays a crucial role because they give legitimacy, they 

have the power to force public managers to cooperate and they can leverage resources across 

boundaries. In the Ministry of Finance, the political leader could be the minister, or the person 

given authority to act and make decisions on the behalf of the minister. Based on the empirical 
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analysis, the problem in the Ministry of Finance is the unclear delegation from the Minister of 

Finance. The Minister has broad responsibilities extending from the strategic to organisational 

detail. There are no senior officers who have authority to make decisions on behalf of the 

Minister for simple problems related to the organisation details. Compounded by a culture of 

hesitation, many protracted problems have occurred in the Ministry of Finance. Some units 

have been created to help the Minister of Finance monitor the problems that arise, such as the 

CTO and Pusaka, but they also have limitations. The Pusaka only watches over the programs 

reported to the Minister, and the CTO only watches over programs named in the organisation’s 

transformational blueprint 2014-2025. The secretary general who is expected to have a 

coordinating role is already overwhelmed by daily activities. As a result, the harmonizing of 

regulation does not occur. 

The project leader played a crucial role because they are the person who leads day to day 

operations and directly interacts with all parties. Coordination will be successful if the project 

leader has boundary spanning skills. They must review the existing processes and adjust to 

ensure the success of the programs. It is important for the skilled project leader to be neutral 

because they need to earn respect and trust from the coordination partners (Ansell and Gash 

2008; Mattessich and Monsey 1992). Their role is to set clear ground rules, build and maintain 

a relationship, motivate, facilitate communication and negotiate (Ansell and Gash 2008; 

O'Flynn et al. 2014; Perri 6 et al. 2002). However, in cases evaluated in this study, project 

leaders were frequently not appointed, and they became the project leader because their unit 

was most affected if the coordination failed. Frequently coordination failed because the project 

leader did not have adequate skills to build communication with counterparts or did not gain 

trust from other actors. 

Drivers 
This study found that the success of coordination is influenced by how strong the driver is. 

Besides the political leaders there are four other things that influence coordination: the turbulent 

environment, organisational failure, external actors’ pressure, and the agreement on the 

problems. 

This study found that a turbulent environment such as the Asian economic financial crisis, a 

cash deficit, or a significant change to the business process, is effective in triggering reform, 

but does not guarantee the success of coordination, sometimes it needs more drivers to 

overcome opponents. In the case of the SPAN and ALM the initiation process took longer than 
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expected. The SPAN project would probably have been cancelled without pressure from the 

Loan Agreement due date. The ALM is the same, even though the impact of the cash deficit is 

high, the situation will not change if the political leaders are not changed. 

Organisational failure is a condition where an organisation cannot achieve their goals 

individually. As with the turbulent environment, organisational failure effectively drives the 

coordination practices but does not guarantee the success of coordination. It is affected by the 

power-resource-knowledge asymmetry and the motives of the related actors, as in the case of 

the spending review, the regional fiscal review, and the state assets budget allocation. 

Sometimes joint performance indicators are used to ensure that all relevant actors cooperate. 

Interestingly this study found that frequently project leaders used external actor pressure such 

as the external auditor and a foreign consultant, to reinforce their intention. The external actors’ 

influence is more effective than environmental pressures in ensuring the success of 

coordination. The sanction is clear, the key performance indicator will not be achieved, if what 

the external auditor recommends is not followed. Moreover, if the external actor proposes the 

idea all the participants will think that it is the right thing to do, it provides legitimacy and it 

will have a positive impact on the organisation. 

This study found that agreement on the problems rarely occurs in the initial process of 

coordination, but usually happens afterward as the result of change management programs. The 

officer rarely knows what the problem is and the importance of working together until they are 

told about it. Once all relevant actors agreed on the problem after the implementation of change 

management programs it became a strong driver for the success of coordination, such as in the 

case of asset liability management and the SPAN at the second phase. 

Starting Conditions 
The starting condition is where all relevant actors sit together, and the coordination is arranged. 

They discuss what should be done to overcome the problems, and decide whether the 

coordination is needed or not, and what the division of the work is. The coordination 

arrangement is a crucial process, as this study found frequently coordination had already failed 

because of neglect of this process. The coordination arrangement is influenced by the power-

resources-knowledge asymmetry and the history of cooperation and conflict. 

Power-resources-knowledge asymmetry is the same as rules and regulations, it influences 

coordination in maintaining hegemony. Unbalanced power will have a significant influence in 



  

131 

hampering coordination as in the case of the spending review and regional fiscal review, but 

this does not automatically have a positive impact on coordination such as in the case of 

merging treasury units. The power imbalance can be overcome by a committed political leader 

and adequate institutional design as in the case of pooling.  

Several experiences of splitting and merging in the organisational transformation process meant 

each of the echelon I units in the MOF had at least one experience of working together as a 

single organisation. These experiences had a positive impact on the coordination as long as they 

did not threaten the current organisation. In the case of the merging treasury units, they were 

single echelon I units that refused to be merged again. 

Institutional Design 
This study found that an institutional design such as the creation of a task force or joint 

regulations was rarely conducted for less complex cases, except for the data pooling. The impact 

of the institutional design gives a mixed result for the success of coordination. In some cases, 

such as in the case of data pooling it effectively built trust between actors. But in other cases, 

at the initial processes for ALM and SPAN, although the top-level officers were already 

involved in the task force, the trust level was still low. The effectiveness of the institutional 

design depends on agreement on the problems and the communication built between actors. 

Core Coordination Processes 
The core coordination processes are where the coordination activities happen: building trust, 

sharing information, sharing vision, and creating principal engagement. This study found some 

activities are conducted by the project leader or lead agency in this core coordination process, 

including regular formal meetings, creating informal communication, and applying a change 

management program. 

A regular formal meeting is essential in the bureaucratic environment. It is needed to bind all 

actors together and enhance the feeling that the project is important. But the formal meeting 

itself is inadequate to build trust and to improve agreement on the problems. This study found 

that many actors were reluctant to come to the formal meeting because they felt it was 

unimportant and did not have a significant impact on them. 

Informal communication can be conducted through unplanned visits or created through 

informal channels of communications such as the WhatsApp© group. From the study, informal 
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communications were quite effective in ensuring the cooperation is sustainable. Informal 

communication is effective to break the stiffness in bureaucracy and build trust between actors  

Change management programs are an activity for identifying the potential problems or resisters 

and planned action to handle them. It was applied in the cases of the SPAN and ALM and the 

result was remarkably effective. The weakness of this type of program is that a lot of time and 

resources are needed to carry it out, and sometimes it needs an external consultant to guide the 

programs, which is why only big projects undertook them. 

Monitoring and Evaluation 
Monitoring and evaluation is the critical process at the end of the stages, it can be said that all 

coordination cases in this study have failed at the beginning. But with some the project leaders 

could change the situation based on the monitoring and evaluation. They act to enhance the 

driver level such as using the pressure of an external actor, or using joint performance indicators 

to ensure that all relevant actors can only achieve their goals with cooperation and regular 

informal communication. This is to make all actors agree to dealing with the problem  

8.3 Conclusion 

It can be concluded that coordination problems are still affecting the central government of 

Indonesia. The cost of failed coordination is high, from duplicated activities to endless 

meetings. Although the Ministry of Finance is one of the ministries that has always been a role 

model for bureaucratic reform, it still experienced coordination challenges. Bureaucratic reform 

in the Ministry of Finance effectively reduced corruption levels and increased service quality 

to stakeholders but it was not accompanied by an improvement in the quality of coordination 

between echelon I units. Coordination between echelon I units does not seem to be a major 

concern of bureaucratic reform. This can be seen from the absence of coordinating units in the 

MOF.  

The specialisation in bureaucratic reform in the MOF made coordination between echelon I 

units in the Ministry of Finance much harder. Although the silo mentality is common in the 

public sector, in this study the situation is worsened by inadequate human resources 

management. This silo mentality could be reduced by ensuring the responsible minister always 

addresses this problem. 

Willingness to cooperate voluntarily is still low so the opponents of change can be a significant 

barrier to coordination at each stage. These resisters are shaped by the system context and 
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motivated by internal and external stimuli. That is why the role of leadership is so significant 

to overcoming these resisters. 

We can conclude that the critical factor in coordination in the central government of Indonesia 

especially in the Ministry of Finance is the leaders, the ones who played key roles in the 

organisations. The influencing players are the Minister and the echelon I leaders, but the 

resisters are usually within the echelon II leaders, or sometimes with the echelon III leaders. 

The echelon I leaders did not cause much concern in the coordination because all echelon I 

leaders meet regularly. They talk about anything from very simple discussions to talk about 

strategic issues so communication between echelon I leaders is less problematic. 

Besides the Minister’s role, the choice of coordination type also influenced the success and 

failure of coordination. As can be seen in Chapter 7, there is no guarantee that more complex 

coordination will have a bigger chance of success than a simpler one, nor the opposite. The best 

suited type of coordination is coordination that has adequate shared responsibilities and with 

each of the actors remaining independent. In this situation the resistance is low, and actors 

remain accountable to the common goal. 

Informal communications and a change management program became the key factors for 

success in the core coordination process. Informal communication was effective in building 

trust and the change management program effectively identified the problems and resisters. 

8.4 Recommendations 

Based on the thesis finding, there are some options which would improve the coordination 

between echelon I units in the MOF. Some are easy and some are difficult. Some can be done 

in an instant and some need time. The first thing that needs to be done is strengthening the 

leadership role, both of the political leader and the project leader. The second step is to create 

a system context that supports the coordination culture. This can be done by reducing the silo 

mentality and implementing a Knowledge Management System. The third step is to legitimise 

the general agreement. The integration of IT also can improve coordination between echelon I 

units, but there are other issues that need to be addressed to provide a foundation for effective 

information technology practices.  

Enhancing the political leadership role is possible through a reorganisation of the Ministry of 

Finance that combines top-down political authority with the collective responsibility of the 
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director generals. Currently, there is a heavy burden on the Minister because he/she must make 

all the decisions for the organisation from strategic decisions to deciding how the organisation’s 

structures should manage. The Ministry of Finance needs a division of Chief Executive Officer 

(CEO), a Chief Operating Officer (COO), and a Chief Information Officer (CIO). The head of 

the Ministry would be the chief executive officer, the highest-ranking officer responsible only 

for making high level decisions about policy and strategy. The CEO would be expected to drive 

change within the ministry in conjunction with DGs. A regular corporate meeting of DGs 

chaired by the CEO, and where appropriate the Minister, would drive change including 

coordination. 

The COO and CIO would be under the CEO. the COO acting as a second in command. This 

person would be responsible for the day to day operations of the organisation. He/she would 

also be the one to make a decision if there were disputes between echelon I units, so this person 

should have enough authority to make a decision and their level should be higher than the 

director general, but he/she should not be burdened by administrative tasks.  

The position of Chief Information Officer (CIO) has existed since 2009, but it does not have 

enough authority to compel units to work together. From the data pooling case, we can see the 

data owner is still the data producer not the CIO. The CIO should be the one responsible for 

information processing and distribution. The CIO should be the one who decides what kind of 

data should be produced by each unit and how other units could use that data.  

Besides the political leader, the Project leader also has a significant role in coordination, to 

ensure the success of coordination the project leader must have boundary spanning skills. If it 

is not possible to choose the project leader with adequate skill, the appointed project leader 

must have a structural position one level higher than other actors so they will have more formal 

levers of control and influence. 

The silo problem is common to all countries, regardless of the type of government or economic 

conditions. The way to handle this is for heads of department (or agencies) to operate on a 

whole of government basis for some purposes. This approach has been adapted in Australia’s 

use of the mega ministry. The Australia Public Service (2004) define a whole of government as 

an effort of public service agencies to work across portfolio boundaries in order to achieve a 

shared goal and an integrated approach to a specific issue. It can be applied in policy 

development, program management, and service delivery. The whole of government approach 
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could not apply with the current structural arrangement, so the reorganisation of the Ministry 

of Finance is a must. The whole of government approach requires the use of portfolio 

management principles. That is, the minister's portfolio consists of a department with associated 

agencies. 

Besides reorganisations, the Australia Public Service (2004) mentions some consideration in 

the implementation of the whole of government task, some of them are: developing an 

appropriate culture and skill base, integrating the current IT, and developing an appropriate 

accountability framework. 

Developing an appropriate culture is conducted through the breakdown of the silo mentality. 

The silo mentality can be moderated by reforming human resources management. The first 

thing to do is reform the promotion mechanism to avoid toxic people being promoted, and the 

second thing is to create the possibility of job rotation across echelon I units. Templer (2018) 

explained a toxic person as a person with low honesty-humility who has high political skills, so 

they will be perceived as a high performer by their supervisor. However, they have 

counterproductive work behaviours that tend to make selfish and unethical decisions. Some of 

the resisters in the coordination have the characteristics of these toxic people. The current 

promotion mechanism in the MOF is based on the recommendation of supervisors. Templer 

(2018) suggests that how to avoid these toxic people being promoted is by checking with the 

employee’s colleagues and subordinates, because they frequently act differently toward their 

colleagues and subordinates than to their supervisor. Another consideration for an employee to 

be promoted besides high performance should be the ability to work with colleagues and 

subordinates. 

The second approach in reforming human resource management is by making employees rotate 

jobs across echelon I units. As can be seen in chapter 5.4.1, although the staff are employed by 

the Ministry of Finance, the management of job rotation and promotion up to a certain level is 

delegated to each echelon I unit. Job rotation across echelon I units can be done for jobs that do 

not need unique skills. Job rotation across echelon I units has already happened, but the number 

is still limited, and it happens only by special request, not regularly. If job rotations across 

echelon I units were conducted regularly, the employees would no longer think that they were 

the staff of certain echelon I units, but the staff of the Ministry of Finance. They will think of 

what is best for the ministry and not just what is best for their echelon I units. This confirms 
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Campbell’s (1988) argument that the great resistance to coordination is from the permanent 

civil servants, who resist change because they believe it endangers their positions and unit. 

Developing an appropriate skill base can be done by implementing the knowledge management 

system (KMS) or as people sometimes call it corporate memory. Colburn (2012) explained 

there are at least three benefits to the knowledge management system. There is improvement in 

the decision-making process, improvement in the quality of service delivery, and an assurance 

that all staff have a clear and common understanding. However, it should be made clear that 

implementing the KMS is as difficult as making units cooperate. The success of KMS depends 

on the willingness of the knowledge contributors to fill the KMS system with information and 

the desire of users to retrieve information from the system (Lin and Huang 2008). Moreover, it 

is not easy to decide what kind of information should be recorded in the database. To reduce 

the dependency level, it should be possible to record the explicit and tacit knowledge of the 

employees. With the existing low levels of IT literacy, it will be difficult to implement the 

knowledge management system. 

The main issue in the integration of IT, is that government regulations keep changing. This 

situation means that the business process of IT needs to be adapted regularly. The reason that 

each echelon I unit has its own IT units is because of the perception that it is much easier to 

modify the IT system themselves rather than through the central IT unit (Pusintek). That is no 

problem as each of the echelon I units have their own IT units, but the data ownership still 

belongs to the Chief Information Officer (CIO). Integration of IT does not mean creating one 

single mega application for all echelon I units, but it means all applications can communicate 

with each other, so one echelon I unit can withdraw data and send data to other echelon I units 

inside the Ministry of Finance in the most effective and efficient way without any bureaucratic 

hassle.  

In the Government of Indonesia characterized by highly pedantic civil servants, everything 

needs to be legitimized, including the general agreement of the coordination practice. The role 

and responsibility of each actor must be stated clearly, and they must be held accountable by 

signing a legal document. To create general agreement is not easy, so sometimes the high-level 

officer must be involved in the decision-making process. 

From the above recommendations, it is important to note that an implementation plan is 

necessary to ensure the successful transformation of coordination practices in Indonesia. An 
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implementation plan is conducted through the identification of potential problems in each 

component of the public sector coordination framework (see section 7.4). The choice of 

coordination type is also important. It will have an effect on how strong the resistance is and 

how big the commitment is to working together. 

It is important for the Ministry of Finance, which has been a reform leader, to show some 

successes with coordination, which could then be pursued more generally in the public sector 

of Indonesia's central government. 

As the conclusion remarked, this thesis hopefully contributes to the understanding of the 

problems, challenges and solutions of coordination in both Indonesia and other developing 

countries.   
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Notes 

 
i There are 17 ranks for civil servants, from the lowest I-a and next I-b, I-c, I-d until the highest is IV-e. 
ii Before the DG of Treasury initiated a spending review, the budget evaluation was only conducted based on 
the percentage of budget realisation, a government unit sanctioned by a budget cut if they have a low 
absorption level in the previous year (Presidential Decree number 39 year 2012). 
iii Before the transfer of authority, the central office of the Directorate of Budget Execution’s main task and 
function was to validate and revise budget documents. 
iv Each local government has their own financial information systems, so the data provided to the DG of Fiscal 
Balance is not standardised. It takes at least six months to finalise the data, the first three months to collect all 
the financial data from local government and the next three months to refine the data. 
v Management could use generic data to make quick decisions, whereas accurate data is needed for 
accountability. 
vi Joint regulation number PER-16/PB/2015 and PER-01/PK/2015 dated 13 July 2015. 
vii Every year the DG of Budget issues guidance for the preparation and review of the ministerial action and 
budget plan document (RKAKL) 
viii The cake refers to the corrupt behavior 
ix The IMF defines sovereign asset and liability management not merely as liquidity management in an annual 
fiscal budget. It also covers the government’s balance sheet, including contingent liabilities, foreign exchange 
reserves, and public sector debt (Maziad and Skance 2014). 
x The Dit. PKN is an echelon II unit at the DG of Treasury that has a role and tasks related to liquidity 
management. 
xi The babies in the text refer to some tools that the organisation had been developing for a long time and 
which became their pride. 
xii A mini lab is a simulation to see the impact of a new program on an organisation and find solutions to 
problems 
xiii The clothes in here refer to the organisation’s identity. 
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Appendices 

Appendix 1 List of participants 

No Participants Initial Position Echelon I units 

1 A1c0 echelon III Budget 

2 A1d0 echelon IV Budget 

3 B4b0 echelon II Treasury 

4 B2c0 echelon III Treasury 

5 B3c0 echelon III Treasury 

6 B6c0 echelon III Treasury 

7 B1d0 echelon IV Treasury 

8 B3d0 echelon IV Treasury 

9 B4d0 echelon IV Treasury 

10 B5d0 echelon IV Treasury 

11 B8d0 echelon IV Treasury 

12 B1d1 echelon IV Treasury 

13 B4d1 echelon IV Treasury 

14 B8d1 echelon IV Treasury 

15 B8d2 echelon IV Treasury 

16 B2e0 Staff Treasury 

17 B8e0 Staff Treasury 

18 B7y0 echelon IV Treasury 

19 C1x0 consultant consultant 

20 C2x0 consultant consultant 

21 F1b0 echelon II Fiscal Policy Agency 

22 H1a0 echelon I Senior advisor in MOF 

23 H1a1 echelon I Senior advisor in MOF 

24 I1x0 academic Academic 

25 I1x1 academic Academic 

26 K1d0 echelon IV Fiscal Balance 

27 N2d0 echelon IV State Assets Management 

28 N1e0 staff State Assets Management 

29 R1d0 echelon IV Debt and Risk Management 
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No Participants Initial Position Echelon I units 

30 R1d1 echelon IV Debt and Risk Management 

31 S7b0 echelon II Secretariat General of the MOF 

32 S2c0 echelon III Secretariat General of the MOF 

33 S4c0 echelon III Secretariat General of the MOF 

34 S1d0 echelon IV Secretariat General of the MOF 

35 S3d0 echelon IV Secretariat General of the MOF 

36 S8d0 echelon IV Secretariat General of the MOF 

37 S5y0 Functional Secretariat General of the MOF 

38 S5y1 Functional Secretariat General of the MOF 

39 S5y2 Functional Secretariat General of the MOF 

40 S6y0 Functional Secretariat General of the MOF 
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Appendix 2 Invitation to participate in research 
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Appendix 3 Participation information form 

Participant Information Form 
 
Research Title: Factors that influence success or failure of coordination practices in 

Indonesian central government – the case of Ministry of Finance  
 
Researcher  
Name : Taufik Damhuri 
Institute : Faculty of Business Government and Law, University of Canberra 
Phone : +  
Email :  
 
Supervisor  
Name : Prof. John Halligan 
Phone :  
Email :  
 
Research Aim 
The aim of this research is to explore existing coordination practices in the Ministry of Finance 
in Indonesia. It will identify factors that affect efficiency and effectiveness of coordination 
within the Ministry of Finance. There are three objectives to this research project. First this 
research will explore the present coordination practices in the Indonesian Ministry of Finance. 
Secondly, it will investigate the factors that influence coordination, and Finally, look for 
solutions for coordination problems in the context of Ministry of Finance of Indonesia. This is 
an academic research project in which the output is a thesis of a professional doctoral program 
at University of Canberra.  
 
Benefits of the Research  
The research is expected to contribute to academic body of knowledge and government practice. 
To the academic body of knowledge, the research will extend theoretical horizon on managing 
coordination practices in developing countries. For government practitioner, the research will 
contribute to better understanding of coordination problems. It will provide a range of solutions 
to improve the effectiveness and efficiency of coordination practice.  
 
General Outline of the Research 
The research attempts to build a deep understanding of the factors influencing implementation 
of coordination practice in the Ministry of Finance of Indonesia. The implementation of 
coordination practice is contextually bound, meaning the context plays a significant role in how 
coordination practice is designed and implemented. This research will gain a comprehensive 
picture of coordination practice through comparative analysis which will illustrate three 
example of coordination efforts. The coordination practices selected are (1) the effort of 
integration and co-location of three directorates general in order to stream line the treasury 
structure by the Central Tranformation Office (CTO); (2) Designing, programming and 
implementing the state treasury and budget system (SPAN) for the purpose of an integrated IT 
system, and; (3) sharing information for the purpose of preparing and utilising the spending 
review reports’ to strengthen monitoring and evaluation of budget planning and expenditure. 
 
The research uses two types of data collection methods, document analysis and interviews. The 
document analysis will deliver contextual data in the research field. Based on the assumption 
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that the enhanced coordination practice is a product of government policymaking, the initial 
research will focus on official documents that have been published by the government. 
Secondary sources will be included organisational archival documents that not publicly 
available. The documents that will be analysed during this phase will include government 
policies and regulation, project specified information, and public materials from media 
coverage regarding government policies and the implementation.  
 
For the interview phase, semi-structured interviews will be conducted with relevant actors in 
the coordination practices. This process provides an in-depth understanding of the phenomena 
through the participant’s viewpoint. Participant’s knowledge, interpretation, and arguments on 
the topic will generate an important and rich data set. 
 
Data will be coded and classified to simplify the amount of data from various perspective. The 
researcher will use thematic grouping in coding, classifying and analysing the data. 
Furthermore, a qualitative data analysis software namely NVivo will be used. The output of this 
analysis is a clear and convincing extracted information and its relation to the research questions 
and literature. 
 
Participant Involvement 
Government officers as well as their private counterpart who agree to participate in the 
research will be requested to: 

1) Take part in an in-depth interview within upon agreed time and venue. During 60-
minute interview, the participants will articulate their knowledge, experience and 
opinion regarding critical factors of coordination practices. The conversation will be 
recorded with the participant’s consent and transcribed for data analysis. 

2) Present relevant documents in regard to the interview questions. 
 

Participation in the research is completely voluntary and participants may, without any penalty, 
decline to take part or withdraw at any time without providing an explanation or refuse to 
answer a question.  
 
Confidentiality 
Only the researcher will have access to the individual information provided by participants. 
Privacy and confidentiality will be assured at all times. The research outcomes may be 
presented at conferences and written up for publication. However, in all these publications, the 
privacy and confidentiality of individuals will be protected. 
 
Anonymity 
All reports and publications of the research will contain no information that can identify any 
individual and all information will be kept in the strictest confidence. 
 
Data Storage 
The information collected will be stored securely on a password protected computer throughout 
the project and then stored at the University of Canberra for the required five-year period after 
which it will be destroyed according to university protocols. 
 
 
Ethics Committee Clearance 
The project has been approved by the Human Research Ethics Committee of the University. 
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Queries and Concerns 
Queries or concerns regarding the research can be directed to the researcher and/or supervisor. 
Their contact details are at the top of this form. You can also contact the University of 
Canberra’s Research Ethics & Integrity Unit. You can either contact Mr. Hendryk Flaegel via 
phone +61 2 , Ms. Maryanne Simpson via phone 02  or email 

.  
 
If you would like some guidance on the questions you could ask about your participation, please 
refer to the Participants’ Guide located at http://www.canberra.edu.au/ucresearch/ 
attachments/pdf/a-m/Agreeing-to-participate-in-research.pdf 
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Appendix 4 Consent form 

Consent Form 
 
 
 
Research Title 
“Factors that influence success or failure of coordination practices in Indonesian central 
government – the case of Ministry of Finance” 
 
Consent Statement 
I have read and understood the information about the research. I am not aware of any condition 
that would prevent my participation, and I agree to participate in this research. I have had the 
opportunity to ask questions about my participation in the research. All questions I have asked 
have been answered to my satisfaction. 
 
Please indicate which parts you agree to by putting a tick mark in the relevant box: 
 
 I agree to participate in an interview with the researcher. 
 I agree to this interview being recorded. 
 I agree to provide supporting data such as documents, if available, to the researcher in 

relation to the interview questions. 
 
 
Name :  ................................................................................................................  
Signature :  ................................................................................................................  
Date  :   ................................................................................................................  
 
 
A summary of the research report can be forwarded to you when published. If you would like 
to receive a copy of the report, please include your mailing (or email) address below. 
 
Name :  ................................................................................................................  
Address (email) :  ................................................................................................................  
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Appendix 5 Interview protocol 

Research title: Factors that influence success or failure of coordination practices in Indonesian 
central government – the case of the Ministry of Finance 

 
A. Introduction 

At the beginning of the interview, the researcher will introduce himself to the participant and 
thank the participants for their time and voluntary involvement. After that, the participant 
information form will be briefly explained and presented the consent form prior to the 
interview. Once, the form is signed, the interview is ready to begin. In special circumstances if 
the participants refuse to sign the form for personal reasons, the researcher will ask for their 
voluntarily verbal consent. 

B. Asking questions 

After the participants agree to be interviewed, they will be asked some questions. The list of 
possible of questions below is just a guide, sometimes other questions emerge based on 
participants responses. 

Possible Questions 

Opening questions: 

A. How long have you been involved in the coordination practice (CP)? 
B. How successful do you consider the CP (a success or failure)? What are the 

indicators? 
C. What are the critical factors for the success or failure of the CP? 
D. What are the aspects to be considered as barriers of the CP? What are the causes of 

those problems/challenges? 
 

Main questions: 

1. the driver of the CP 

1.a. Why did your organisation join the CP? What happens if your organisation refuses 
to join or work together in the CP? 

1.b. Are there external trigger that drive the creations of CP? such as an increase 
environmental complexity, increased budget deficit, or wicked problems 

1.c. Could your organisations objectives/goals be achieved without CP?  
1.d. How is your organisation’s performance indicators achievement assisted by the CP? 
1.e. What is another benefit of the CP to your organization? 
1.f. Who is the initiator of the CP? How and why was it initiated? 

2. the starting condition 
2.a. What kind of resource does your organisation provide to the CP? (organisations 

resources could be in the form of budget, human resources, information, or just 
authority) 

2.b. Is there one or more organisation that plays a dominant role (have more 
powers/resources compared to other actors) in the CPs? Who and why is it so? 

2.c. Is there a history of conflicts among actors in the CP? 
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Possible Questions 

2.d. Who arranges the CP mechanism? Are all of the related actors involved in the 
process? 

2.e. Is the unbalance power or resources affected how the CP mechanism arrange? 
3. Institutional design 

3.a. What is the general agreement on the problem? What happens if there is an 
unresolved dispute between actors?  

3.b. Is the CP supported by adequate rules and regulations? What kind of regulations are 
needed to make the CP more effective? 

3.c. Does the CP have enough authority to ensure all the actors follow the instructions? 
What kind of authorities are needed to ensure the success of CP? 

3.d. How is the regulation of confidentiality of state information, accommodated in the 
existing rules and regulations? 

4. Facilitative leadership/lead agency 
4.a. Is there a leader in the CP? Who is he/she? How are they elected? 
4.b. How effective are they in managing the CP? (trust, respect, legitimacy and 

credibility) 
5. Information and communication technology (ICT) 

5.a. Is ICT used in the CP? What kind of ICT is being used to exchange information? 

5.b. How effective is the ICT in improving communication between actors? 
6. Coordination Process  

6.a. How frequent are formal meetings between actors in the CP? 
6.b. What kind of informal meetings are held between actors in the CP? 
6.c. How did you exchange information between actors? Did you do it voluntarily and 

routinely or just by request?   
6.d. Do you think other organisations will get more benefit in the CP compared to your 

organisation? 
6.e. Do you think other organisations will use the information you provided 

irresponsibly for personal benefit? 
6.f. What are the incentives for you or your organisation to join the CP? 

7. Intermediate Outcomes 
7.a. What is the anticipated output of the CP? Is it achieved? 
7.b. What is the expected outcome of the CP? Is it achieved? 

8. Monitoring and evaluations 
8.a. Is there a mechanism of monitoring and evaluation for the CP? 
8.b. How does the mechanism of monitoring and evaluation of the CP operate? 

 
 

C. Closing 
At the end of the interview, the researcher will thank the participants and give them a small 
token as a compliment. The participants are also asked whether they would like the transcript 
of the interview in case they would like to amend or elaborate it.
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Appendix 6 Organisational structures for each of the echelon I units at the MOF 
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