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Abstract 

The multiple crises in Indonesia in 1997 resulted in the fall of Suharto’s Orde Baru (New Order) 

and the acceptance of assistance from multilateral bodies such as the International Monetary Fund 

(IMF) and the World Bank. This assistance, to some extent, brought various reform initiatives 

rooted in pro-market ideas, including agencification. Since 1997, the Indonesian government has 

introduced at least two new agency types, namely Lembaga Non-Struktural or non-structural 

agency (NSA) and Badan Layanan Umum or public service agency (PSA). Together with an 

agency type introduced earlier called Lembaga Pemerintah Non-Kementerian or non-ministerial 

agency (NMA), these agencies have proliferated and become alternatives for the government in 

mandating its functions to bodies that are more autonomous than the ministerial departments which 

are the backbone and common organisation type of the bureaucracy. 

Unlike NMAs and NSAs, which are regulated in the public service ecosystem and established 

based on general public administration regulations, PSA governance was established through 

public finance management reform and developed in the public service financial management 

ecosystem. The governance grants an extent of autonomy to the agencies and allows the use of 

private sector management techniques and approaches for the PSAs, including a performance 

contracting system. Although this has been implemented for some years, and attention to the system 

in Indonesia has been growing, the dynamics in performance contract setting and the impact of 

these arrangements on an agency’s trust from the autonomy granted have not been adequately 

discussed.  

This thesis aims to study the construction of the PSA performance contracting system as a control 

mechanism to balance a set of autonomy features granted to a group of semi-autonomous agencies: 

PSAs. To fulfil the research aim, this thesis investigates the PSA performance contracting system 

that has been arranged in response to the autonomy given to the PSAs. The discussions in this thesis 

can be categorised into three broad divisions: PSAs’ position among other types of public sector 

agencies in Indonesia in terms of autonomy; the institutional arrangement of the PSA performance 

contracting system, especially in terms of contract hardness; and the dynamics of dialogue and trust 

in the relational arrangement of the contracting system. Due to the restriction of a single research 
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framework used to achieve the research aim, this thesis employs mixed methods approaches, 

combining document analysis and semi-structured interviews, for the three research divisions. 

Using a multicase study research strategy, the three research divisions merge into an integrative 

thesis framework.   

Filling gaps in the literature, this thesis contributes to knowledge in several ways, related to both 

the three different divisions of discussion and the overall concept of the thesis. Firstly, this thesis 

conceptualises the autonomy of the government agencies in Indonesia, especially based on the 

combination of two levels (high and low) of political autonomy and managerial autonomy. 

Secondly, this thesis contributes to the internal contract literature through the provision of a 

framework to investigate contract hardness based on the main New Public Management tenets, 

which are neglected by some authors who conceptualise contract hardness. Thirdly, the thesis 

contributes to the interorganisational trust literature by conceptualising the trust fulfilment of 

boundary spanners’ expectations with the inclusion of dialogue as a “container” in which 

expectations meet and trust can be developed. Lastly, as a whole, the thesis contributes to the 

conception of performance contracting within the public service in terms of balancing autonomy 

with control mechanisms.  

The thesis as a whole also contributes to practice. By providing a comprehensive examination of 

the practice of performance contracting coupled with granted autonomy, government and policy 

makers can review the balance between agency autonomy and control mechanisms. This directly 

affects contracting practice. This relates not only to the institutional arrangement of performance 

contracting, such as the hardness of the contract, but also its relational arrangements in terms of 

the fulfilment of expectations within the contracting practice. Furthermore, this thesis also hopes 

to contribute to the management of the dynamics of dialogue and trust between principal and 

agencies. 

Keywords: Indonesia agencification, autonomy, control mechanism, performance contract, 

interorganisational trust, dialogue  
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Chapter 1:                                                                  
Introduction 

1.1. Introduction 

This chapter presents an overview of the thesis. Starting with the background of the study, the first 

part of this chapter identifies the research problem and the gaps in knowledge this study aims to 

fill. The second part of the chapter presents the design of the study through describing the research 

aim, research questions, and research methodology. In addition, the contribution of the study and 

the structure of the thesis are explained. 

1.2. Background  

In the last three decades, agencification has become a global phenomenon in public sector reforms 

that aim to drive public sector entities to achieve increased performance (Hood, 1991; Verhoest et 

al., 2012). Agencification is an administrative reform in which the nature of public organisations 

is shifted from a hierarchical structure to being more autonomous (Dan, 2014; Devas et al., 2001; 

Verhoest et al., 2012). Although it has been portrayed by New Public Management (NPM) 

supporters as a new model of delivering public services, agencification practice has been common 

in some countries even well before its articulation in NPM (Talbot, 2004).  

Four Anglophone countries—the United Kingdom (UK), the United States (US), New Zealand, 

and Australia—pioneered the models setting out how agencification drives public sector entities 

to focus on performance (Hood, 1991). The success of this movement has attracted multilateral 

organisations, such as the International Monetary Fund (IMF) and the World Bank, to promote 

agencification as an international agenda for public sector reforms (Van Thiel et al., 2012; Talbot, 

2004). Following worldwide acceptance of agencification by reforming countries (see Pollitt et al., 

2001; Pollitt and Talbot, 2004; Verhoest et al., 2012), a number of countries have implemented 

features that differ from the original approach introduced in the pioneer countries, although the 

main direction is still much the same (Kim and Cho, 2014; Van Thiel et al., 2012). Disparities—
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social, political, and administrative—between existing conditions and prerequisites for reforms are 

the main reason for this varied implementation, driving countries to embrace partial or hybrid 

versions of the prescribed agencification models (Mongkol, 2007; Sulle, 2010; Haque, 2007). 

Some authors (e.g. Dan, 2014; Verhoest et al., 2012), therefore, have suggested researchers focus 

on the importance of contexts when investigating agencification practices, to gain better 

understanding of the practices. 

Indonesia, as with many developing countries throughout the world, has embraced an 

agencification model. Although the country has experienced agencification since the Old Order of 

the Sukarno presidency (1945–1966), massive adoption of agencification began in 1997, when 

Indonesia experienced multiple socio-economic crises. These culminating crises led to the fall of 

the New Order regime under Suharto, who was in power from 1967 to 1998, and drove the 

succeeding regime to adopt a reform agenda aligned to social changes and economic conditions. 

This agenda was especially focused on public service delivery, and the reforms were supported by 

the IMF and the World Bank, which provided financial and technical assistance (Indrawati, 2002; 

Brinkerhoff and Wetterberg, 2013). Agencification in Indonesia is a part of the reform initiatives 

that resulted from several years of assistance from these multilateral bodies. At the time, the 

country embraced the suggested recommendations with little hesitation (Hafiz and Robinson, 

2005).  

Indonesia proliferated its agency-type bodies with the expansion of Lembaga Pemerintah Non-

Kementerian or non-ministerial agencies (NMAs), Lembaga Non-Struktural or non-structural 

agencies (NSAs), and Badan Layanan Umum or public service agencies (PSAs). Unlike NMAs 

and NSAs, whose institutional designs have combined variations of political and managerial 

autonomy, the autonomy construction of PSAs has been pushed further towards enterprising 

government organisations (Lukman, 2012; Putra and Apriansyah, 2019). In addition to autonomy 

construction, the control mechanisms of PSAs have been also differentiated from those of other 

public organisations (Choi, 2016; Waluyo, 2018). Although Choi (2016) identified the Indonesian 

PSA as being similar to other typical government agencies in Western countries, such as the United 

Kingdom, New Zealand, and Canada, some other authors (Mongkol, 2007; Haque, 2007; Sulle, 

2010) argue that different political and social conditions may lead to different agencification 
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practices. Therefore, it is important to understand the position of the PSA and its socio-

administrative context as one agency type in Indonesia, based on existing knowledge of 

agencification within the country’s administration system and in terms of any other agencification 

practices, in order to discover the balance between the autonomy and control that these agencies 

have. 

PSA governance is mainly designed to improve public services through setting a level of 

managerial autonomy that allows managerial business practices more like those of the private 

sector. Given this autonomy construction, PSAs face more scrutiny compared to other agency 

types. This includes direct and periodic evaluations by the principals in the form of annual 

performance evaluation and a performance contracting system (Choi, 2016; Directorate General 

of Treasury, 2014). The PSA contracting system, which was introduced in 2014, has been 

developed by the Ministry of Finance as a major control, aimed at driving agencies to achieve the 

expected performance (Directorate General Treasury, 2014). Through a rather evolutive 

development, contract governance has gone through several stages, during which the current 

version of contract hardness has been institutionalised and dialogue and trust dynamics within the 

principal-agency relationship have developed. This thesis focuses on how autonomy granted to 

PSAs has been accompanied with control in the form of performance contracts. 

1.3. Autonomy, Performance Contracting, and Relationship in 

Agencification 

The agencification concept has been influenced by NPM thinking, which is predominantly 

supported by principal-agent theory (PAT) and managerialism (Gains, 2004; Hood, 1991). While 

PAT focuses on controlling the agents in order to meet the principal’s expectations and prevent 

agent misconduct, managerialism, in contrast, focuses on giving autonomy to agents in order to 

optimise their potential. Agencification has been mainly motivated by a wish to create distance 

from various arrangements associated with bureaucracy traditions (Pollitt et al, 2005; Talbot, 2004; 

Verhoest et al., 2010). This view has influenced some agency scholars, such as Greve et al. (1999), 

Gill (2002), and Van Thiel (2012), to typologise public agencies along a continuum of autonomy 

from lower to higher levels, where different components of autonomy go together. This approach 
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to categorisation has been widely accepted in the literature. However, it is unlikely to be suitable 

for identifying Indonesian PSAs among any other agency types, as their autonomy has been 

designed for various political and managerial settings to pursue different agendas. Therefore, there 

is a need to find a more solid foundation for agency identification that allows for the construction 

of different types of autonomy in agencification practice in Indonesia. 

Despite the complexity of the autonomy arrangements of public sector agencies in Indonesia, 

discussions about agencification in Indonesian administration has been split into two camps of 

thought. In the first camp, a number of scholars (e.g. Asshiddiqie, 2006; Ayu, 2009; Thoha, 2008; 

Public Administration Institute, 2013) focus on NMAs and NSAs from a political and public 

administration perspective. In the other camp, some other authors (e.g. Choi, 2016; Damhuri, 2011; 

Lukman; 2014, Waluyo, 2018) are only interested in PSAs from a public management perspective. 

Both camps have produced an identification of each agency group, including the autonomy 

arrangement of agencies. However, only a few studies, if any, attempt to identify semi-autonomous 

agencies based on autonomy arrangements in an integrated manner, drawing on and comparing 

the approaches of these two different camps. It could be argued that presenting agencification in a 

scattered manner hampers the production of a comprehensive picture of Indonesian agencification. 

Presenting the autonomy arrangements of the three agency types, therefore, would contribute to 

practice, informing how controls can be attached to various autonomy arrangements of public 

sector agencies, especially PSAs. 

The trend towards autonomy has raised the need for governments to have some kind of control 

over their executive agencies (see Elston, 2013; Gregory, 2006). Therefore, some discussions 

around agency among academics have touched on the issue of corresponding autonomy and 

control for an agency (e.g. Aulich et al., 2010; Waluyo, 2018), especially in finding a proper 

balance between control and autonomy (see Van Thiel et al., 2012; Wynen and Verhoest, 2016). 

Although autonomy and control have been robustly discussed in the agencification literature, either 

separately (Bach and Jann, 2010; Sheehy and Feaver, 2016; Verhoest, 2005b; Yamamoto, 2006) 

or in comparison (Aulich et al., 2010; Christensen and Lægreid, 2004; Sulle, 2010; Verschuere, 

2007; Verhoest et al., 2012; Waluyo, 2018), the corresponding control and autonomy of public 

sector agencies has been less discussed. This thesis argues that this correspondence is crucial for 
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anticipating unexpected conditions resulting from autonomisation. Australia and New Zealand 

have experienced an excessive fragmentation resulting from autonomisation of their agencies; 

hence, the governments felt the need to strengthen control and steering of their executive agencies 

(see Elston, 2013; Gregory, 2006). Studying corresponding autonomy and control, therefore, 

would help countries to balance the arranged autonomy and control in anticipating any unexpected 

results of autonomisation. 

According to Van Thiel et al. (2012: p.429), “agencies can be controlled by a range of 

mechanisms”. One mechanism that some scholars agree is an important agency element is the 

performance contract. Performance contracting has been accepted by some scholars as one 

mechanism for governments, as principals, to ensure their agents achieve their expected goals (e.g. 

Caulfield, 2004; Pollitt et al., 2001; Pollitt et al., 2004; Talbot et al., 2000; Talbot, 2004; 

Verschuere, 2007). Most studies on this agency element have focused on external contracting 

between public organisations and private partners that become their agents, while research has 

been lacking in exploring internal contracting with agencies within public organisations that 

originated from departmental units (Bjørnholt and Salomonsen, 2015; Verhoest, 2005b).  

Contract arrangements have been viewed by scholars from at least two perspectives: institutional 

and relational. Scholars like Greve and Ejersbo (2005) argue that studying performance contracting 

in such a spectrum of relational and institutional arrangements could produce a comprehensive 

analysis of the researched contract system. In accordance with NPM thinking, performance 

contracts are referred to as a form of control by principals over their agents (see Greve and Ejersbo, 

2005; Verhoest, 2005a; Verhoest, 2005b). In line with this thinking, some scholars (e.g. DeHoog, 

1990; Domberger, 1998; Greve, 2000; Greve and Ejersbo, 2005; Verhoest, 2005b) have viewed 

various contract practices by examining how elements of control accountability are 

institutionalised. In viewing contracts, the authors differentiate hard and soft versions of 

institutionalisation based on the extent of control and accountability systems used to steer and 

monitor agents to achieve their principals’ expectations. The identification of the contract version 

is mainly focused on institutional aspects of arrangements (Greve and Ejersbo, 2005). These 

include clarity of performance goals, details of targets set, sanction enforcement for performance 

failure, and the possibility of the principal discontinuing the contract (DeHoog, 1990; Domberger, 
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1998; Greve, 2000). The more positive the direction of the institutional aspects of arrangements, 

the harder is the contract version.    

Greve and Ejersbo (2005) and Verhoest (2005b) refer to the hard version of institutional contract 

arrangements as NPM-like contractualisation. The authors argue that this contract version 

complements one of NPM’s theoretical foundations, PAT, which demands strict monitoring and 

high levels of risk avoidance from principals to drive agents to achieve what is expected. However, 

the arguments on the connections of control to NPM thinking are generally focused on operational 

contexts, and therefore the fulfilment of NPM contractualisation in terms of theoretical attribution 

has been less clear. Identification of this theoretical attribution allows investigation of how both 

agent and principal bring NPM tenets into the design and operationalisation of performance 

contracting. Such a balanced focus on agent and principal would complement PAT-based studies, 

which focus too much on the agent (Hood, 1991). This study, therefore, contributes to the literature 

by assessing the implementation of control and accountability settings based on NPM tenets. 

The implementation of autonomy and the subsequent controls are likely to affect the relationship 

between agencies and their principals. This thesis tries to separate the PSAs and their principals as 

different entities. Therefore, it is important to analyse their relationship in terms of their dialogue 

and levels of trust. Maintaining this view of relationship in viewing performance contracting, 

Coulson (1998) argues that trust can reduce uncertainty and support cooperation and collaboration 

between contracting parties, while some other authors (e.g. Greve and Ejersbo, 2005; Van Thiel et 

al., 2012; and Van Thiel and Yesilkagit, 2011) have revealed that dialogue has a significant role 

in increasing trust between principals and agents. Once high levels of trust are attained, the 

cooperation and collaboration they support is crucial to the achievement of expected performance 

(Coulson, 1998; Greve and Ejersbo, 2002). However, there has been a lack of conceptual 

explanations for the connection between dialogue and trust. This thesis tries to provide a 

conceptualisation of dialogue and trust which contributes to the relational perspective of agencies 

that are given managerial autonomy but remain in a hierarchical position, especially in terms of 

arranging and implementing performance contracting. 
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1.4. Importance of This Study 

Studying Indonesian PSAs in relation to their autonomy and performance contract arrangements 

is important due to the differences between PSA arrangements and most agencification practice in 

the literature. It is important to note that there are types of agencies around the world that are 

arguably similar with PSAs. In terms of institutional frameworks, the Indonesian PSA is like the 

Australian executive agencies and is comparable with the New Zealand crown agencies (Aulich 

and Wettenhall, 2012; Gregory, 2012). However, given fundamentally different administration 

systems (commonwealth-parliamentary-federation versus republic-presidential-unitary), these 

plotical-administrative frameworks would very likely result in different agency practices, 

especially in the construction of autonomy over agencies.  

Within Indonesia’s overall administration, the PSA has been positioned as a backbone of public 

service delivery. PSA numbers have been growing due to more ministries becoming enthusiastic 

about agencifying their departments. In the period 2015–2018, the Ministry of Transportation, the 

Ministry of Defence, and the National Police were among the ministries which embraced 

agencification, cumulatively transforming over sixty of their public service providers. In addition, 

PSAs are public service providers in some key sectors, such as health, education and subsidised 

loans for low-income groups and small businesses, and have significantly contributed to 

government performance. According to Putra and Apriansyah (2019), by 2018 nearly eighteen per 

cent of university and college students nationwide were enrolled in PSA universities and colleges. 

In 2018, these agencies conducted over two-thirds of research nationally, and also recorded over 

ninety per cent of national intellectual property rights. In the health sector, PSA hospitals and 

clinics (belonging to both national and subnational governments) served nearly sixty per cent of 

total national patients in 2018 (Putra and Apriansyah, 2019). PSAs have also been a main vehicle 

for the government’s distribution of subsidised loans. By 2018, six PSAs served: 1) over 200,000 

subsidised houses, 2) over three-quarters of a million individual micro-scale entrepreneurs, and 3) 

over 90,000 SMEs and groups of farmers (Putra and Apriansyah, 2019).  

Given the central position of PSAs in delivering public services, the government has initiated 

efforts to enhance their governance, including the introduction of performance contracting. 
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Although it has existed since 2014, the PSA performance contracting system has, in the past, been 

both less settled and less comprehensively governed. The legal foundation for performance 

contracting practice for PSAs has developed from merely performance calculation to more 

systematic governance. The latest regulation that has been the foundation for the recent practice 

of performance contracting with PSAs was purposefully designed for PSA hospitals; it is, 

therefore, not a solid foundation for broader use, and needs adjustment for application to other 

PSA groups, such as universities, and agencies involved in public funds management, special zone 

management, and public goods provision. Any findings from this study adopted into regulation 

refinement, therefore, are expected to contribute to the enhancement of governance.  

1.5. Research Aim  

In line with the background presented above, and the identified research problem, this study aims 

to investigate the autonomy construction of PSAs and its correspondence to control mechanisms. 

This aim allows this thesis to explore various types of autonomy granted to public agencies and 

how PSAs are positioned among any other agency groups. The identification of the granted 

autonomy allows semi-autonomous agencies to be grouped based on different autonomy 

combinations and enables the identification of how much accountability is expected from the 

agencies. To find the correspondence between this autonomy construction and control 

arrangements, this study also investigates how the performance contracting system for PSAs has 

been arranged.  

1.6. Research Questions   

Addressing the issue of autonomy and control of PSAs in Indonesia, the main research question 

of this thesis is therefore: “How is performance contracting arranged in response to the autonomy 

given to semi-autonomous agencies such as PSAs in Indonesia?”   

This main research question is designed to address the research gaps and problems identified in 

section 1.3, including agency taxonomy based on various constructions of autonomy, institutional 

arrangements of contract versions based on NPM tenets, and contract relational arrangements of 
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dialogue and trust dynamics. Adopting the context of Indonesian PSAs relevant to this study, the 

main research question can be divided into three research sub-questions: 

1. How are PSAs positioned among other types of public sector agencies in Indonesia in terms of 

autonomy?  

2. What is the institutional arrangement of the PSA performance contracting system, especially in 

terms of contract hardness? 

3. What are the dynamics of dialogue and trust in the relational arrangement of the PSA 

performance contracting system? 

1.7. Methodology Overview 

This thesis employs a multicase study strategy like that described by Stake (2006), using mixed 

qualitative research methods. Using a multicase study strategy, this thesis is viewed as a project 

(represented by the main research question) with three cases, one for each of the project parts 

(represented by the three research sub-questions). The three cases are independently developed to 

answer the main research question. A multicase study strategy suggests that each case should have 

its own complete research design. Each case in this thesis, therefore, maintains its own research 

framework and methodology.  

Two different qualitative methods are employed for the three cases. These are document analysis 

and semi-structured interviews. The investigation of the first case mainly employs document 

analysis while the other cases mainly rely on semi-structured interviews, along with regulation 

analysis. To fulfil the aim of the study and answer the research question, this thesis provides 

analytical frameworks in relation to understanding: 1) the correspondence between PSA autonomy 

and the PSA control arrangement of performance contracting; 2) the PSA autonomy arrangement 

compared with other agency types, based on the combination of political and managerial 

autonomy; 3) the institutional arrangement of the contract hardness version based on NPM tenets; 

and 4) the relational contract arrangement which incorporates the role of dialogue in 

interorganisational trust  concepts. Further discussion of the research methodology is presented in 

Chapter 4.  
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1.8. Thesis Structure  

This thesis is structured as follows. 

Chapter 2 presents the literature review, which incorporates discussions around agencification and 

performance contracting, as well as agency trust and dialogue.  

Chapter 3 presents contextual issues regarding the two main lines of discussion within the thesis. 

First, the administrative system in Indonesia and the position of PSAs within this system are 

discussed. This part of the chapter covers the country’s socio-political circumstances and history, 

explains the various types of agencies present in Indonesia, and describes how the country governs 

PSAs, which is at the centre of this study. Later parts of the chapter discuss various performance 

contracting systems that exist in the Indonesian public administration system, including the PSA 

contracting system, which is discussed in more detail. 

Chapter 4 describes the methodology employed in this study. This includes the paradigm used and 

the research methods deployed. Based on the literature review presented in Chapter 2, conceptual 

frameworks are then established in this chapter to guide analyses and discussions of both the unity 

of the thesis, represented by the primary research question, and the individual studies of each sub-

question.  

Chapter 5 presents empirical findings on the taxonomy of agencies in the country’s administrative 

system, showing the position of PSAs among other types of agencies. In addition to the 

administrative taxonomy, this chapter also provides classifications of Indonesian agencies within 

political-managerial autonomy quadrants. This classification is provided to support understanding 

of the accountability and expectations of different groups of agencies.  

Chapter 6 presents findings regarding the arrangement of performance contracting in PSA 

governance. This arrangement is related to the characteristics of system governance in facilitating 

interactions between principals and agencies in the operationalisation of the PSA contracting 

system. The chapter portrays some major NPM tenets that are at play during different stages of 

performance contracting.   
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Chapter 7 presents empirical findings on the dynamics of dialogue and trust between agents and 

principals within the performance contracting system. This provides analyses of the dialogue and 

trust dynamics, starting with the identification of both parties’ expectations, and then how the 

expectations are fulfilled in dialogue, which in turn would result in certain levels of trust.   

Chapter 8 concludes the thesis, in terms of both its individual studies and as a unity. It connects 

particular objectives of each study to answer the research sub-questions, using various conceptual 

frameworks developed in Chapter 4 and discussing how the studies align with the thesis 

framework, also defined in Chapter 4. In addition, Chapter 8 also covers the implications of the 

research and possible avenues for future research. 
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Chapter 2:                                                                      
Literature Review 

2.1. Introduction 

Chapter 1 has stated that the aim of this thesis is to study the arrangement of semi-autonomous 

agencies’ performance contracting systems in relation to the agencies’ autonomy. In doing so, this 

thesis investigates the autonomy of PSA-type agencies in comparison to other types of agencies. 

This will be followed by an exploration of the contract version (in terms of hardness) and the 

dynamics of dialogue and trust in the arrangements of the PSA performance contracting system. 

Therefore, this chapter reviews literature which is relevant to the three researched issues—agency 

typology, contract hardness, and dialogue and trust dynamics. This chapter provides an overview 

of the literature and indicates how this thesis fills gaps in the literature.  

The discussions in this chapter will also feed into discussions around conceptual and analytical 

frameworks in Chapter 4, which are used to answer the three research sub-questions derived from 

the issues above. This chapter is, therefore, divided into three parts. The first part discusses 

literature around agencification and how scholars differentiate public sector agencies. The second 

part discusses literature on performance contracts and their classification in terms of its 

institutional arrangements from the perspective of contract hardness. Finally, the last part discusses 

the relational arrangements in performance contracting from the dialogue and trust dynamics 

perspective. At the end, this chapter identifies literature gaps that this thesis aims to fill.  

2.2. Agencification and Autonomisation  

Agencification has become a model for how governments can improve public sector entities’ 

performance based on the experiences of the UK, the US, New Zealand, and Australia (Hood, 

1995). This model has motivated multilateral organisations, such as the IMF and the World Bank, 

and the Organisation for Economic Co-operation and Development (OECD), to promote 

agencification as an international agenda for public sector reforms, even though its impacts are 
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still debatable (Van Thiel et al., 2012; Talbot, 2004). After first being implemented in more 

developed countries, the movement has then rapidly spread to the emerging countries or the eastern 

part of the globe, including to central and eastern Europe (e.g. van Thiel, 2011; Tavits and Annus, 

2006), Africa (Caulfield, 2004; Sulle, 2010), and Asia (Bowornwathana, 2004; Choi, 2016; Kim, 

2008; Waluyo, 2018; Yamamoto, 2006).  

The adoption of the agency model promoted by the multilateral bodies has been mostly adapted in 

different countries to contextual administrative and political conditions (Verhoest et al., 2012). 

This practice, therefore, has resulted in different agencification models with various arrangements 

for legal settings, labels, and autonomy and control arrangements (Gill, 2002; Verhoest et al., 

2010). This has led to a lack of agreement on the definition of the “agency”. The absence of a 

uniform agency model means that studies of various practices in countries with different social, 

political, and administrative conditions have been welcomed. Some efforts (e.g. Overman and Van 

Thiel, 2015; Pollitt et al., 2004; Pollitt and Talbot, 2004; Verhoest et al., 2012) have been made to 

portray various agency practices around the world. These studies have produced some comparisons 

of basic agency features and resulted in the identification of similarities and differences among the 

practices. Given that the social, political, and administrative conditions of a country can be unique, 

further research from more individual countries, or comparing countries, are needed to enrich 

understanding of the adoption strategy for, and practice of, the agency model. Therefore, this thesis 

will contribute to this knowledge by analysing the agencification practised by one developing 

country, Indonesia, where public sector agencies have proliferated in several directions since the 

fall of the Suharto regime in 1998. 

2.2.1. Underpinning Theory 

Agencification has been considered as a key approach to drive public services towards more 

effectiveness and efficiency, and to become more market- and customer-oriented (Pollitt et al., 

2001). This approach has been strongly linked by numerous scholars (e.g. Gains, 2004; Pollitt et 

al., 2001; Verhoest et al., 2012) to New Public Management (NPM) thinking. While NPM has 

been seen as a loose concept (Christensen and Lægreid, 2001), it could be argued that the 

emergence of NPM has gained momentum in two types of transitions. At the practical level, the 
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massive reforms in the 1980s and1990s in Anglophone countries like the UK, the US, New 

Zealand, and Australia was conducted with few theoretical foundations, and these countries have 

been recognised as the administration reform pioneers (Hood, 1991, 1995). Hood (1991, 1995) 

identified some principles in the public sector reforms that had been conducted, especially in the 

UK. These various principles then became fundamental to what scholars know as NPM. The 

success of these reforms, as previously noted, has driven multilateral bodies, such as the OECD, 

the World Bank, and the IMF to promote NPM as a template of administration reforms to their 

partner or member countries (Sulle, 2010). Following this promotion, many countries adopted 

NPM as a reform driver through either isomorphism or through the influence of the international 

bodies in assisting their partner countries (Sulle, 2010; Mongkol, 2007). As a result of this 

conceptual embracing, many countries around the world have been conducting NPM-based 

reform.  

The attachment of these administration reforms to NPM has made NPM become a dominant strain 

of public management, and it provides a competing view of public administration. Hughes (2017) 

argues that the series of administration reforms in many countries in the early emergence of public 

management were mainly triggered by the failure of public administration conceptual thinking to 

produce high-performing public services. The term public management, which brought a new 

paradigm of management into the public sector, has been confused by the emergence of NPM; 

however, according to Hughes (2017: p.549), there have been other strains of public management 

concepts, such as “managerialism”, “market-based public administration”, the “post-bureaucratic 

paradigm”, and “entrepreneurial government”. However, the other public management strains 

have not always suited the complexity of needed reforms, as these strains do not have principles 

as broad as those covered in NPM. This broader coverage of principles has, to some extent, enabled 

NPM to adapt to various conditions in various contexts at different times. Hyndman and Lapsley 

(2016), for example, found that NPM had longevity in the series of administration reforms in UK. 

The changes of government (during the period 1997–2015) brought about various ideas for reform 

which could not be differentiated from NPM, either in the jargon used to promote them, or in their 

underlying principles. Similarly, recent studies on administrative reform in Indonesia have 

indicated that NPM is still a label that bureaucrats and scholars use to identify these types of 
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reforms. NPM has been attached to reforms with themes related to budgeting (Indrawati, 2010), 

accounting (Djamhuri and Mahmudi, 2006; Mir and Sutiyono, 2013; Harun et al., 2013), 

bureaucracy redesign (Gaus et al., 2017), local government accountability (Wijaya, 2018), and 

agencification (Choi, 2016; Waluyo, 2018, Gaus, 2019). 

Hyndman and Lapsley (2016: p.388) argue that “the critique of NPM as a-theoretical is misplaced” 

because Hood (1991, 1995) identified that NPM principles were shaped by public choice theory 

and managerialism. Under new institutional economics thinking, which is built on the ideas of 

“contestability, user choice, transparency and close concentration on incentive structures” (Hood, 

1991: p.5), principal-agent theory (PAT) has been seen as a promising theoretical framework to 

support most of NPM’s assumptions (Verhoest, 2005b). PAT has been widely acknowledged and 

used by scholars in the social sciences (Shapiro, 2005). According to Shapiro (2005), this theory 

is directed at the relationship between a principal and an agent, with the principal delegating 

authority to the agent. Research by Jensen and Meckling (1976) provided a foundation for PAT by 

extending the risk-sharing literature on agency problems to the relationship between agent and 

principal, who have different goals for their cooperation (Eisenhardt, 1989). As identified by 

Eisenhardt (1989), the first agency problem, called moral hazard, is derived from the assumption 

that both agent and principal have conflicting goals. In this situation, an agent may behave in ways, 

and take particular actions, that the principal may not expect. Included in this condition is the 

principal’s doubt in the agent’s ability to fulfil the mandated tasks according to the principal’s 

expectation. Eisenhardt (1989) identified the other agency problem as adverse selection, which is 

derived from the assumption that agents have more information on the business than the principal, 

and the agent may not be willing to share this information with the principal. Due to the assertion 

of these assumptions and conditions, PAT is, therefore, characterised by mistrust, control, and 

compliance (Kivistö, 2008). 

The principal needs to have control in order to respond to agency problems (Kivistö, 2008). There 

are at least three control tools that the principal can create to monitor and direct the behaviours and 

actions of its agents towards its expectations. The first of these is information systems that can 

feed information to the principal about the agent’s behaviour and other circumstances, to minimise 

asymmetric information (Eisenhardt, 1998; Shapiro, 2005). Included in this control tool are 
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budgeting systems, reporting procedures, and additional layers of management, such as boards of 

directors and supervisory boards. The second tool is outcome-based contracts, which direct agents’ 

behaviours towards those which are aligned with those of the principal (Eisenhardt, 1998). Lastly, 

the incentive compatibility tool motivates an agent to take the principal’s most preferred action 

through providing a bonus system for a high-performing agent (Gailmard, 2012). Along with 

outcome-based contracts, incentive compatibility may be operationalised at the price of 

transferring risk from the principal to the agent, because the agent needs to deal with uncontrollable 

surrounding aspects in the attempt to achieve expected outcomes or performance measures for the 

two control tools (Eisenhardt, 1998). Although the three control tools can be operationalised 

independently, a control system may involve all three control tools. 

To some extent, PAT shares the operationalisation of management control with the organisational 

literature (Eisenhardt, 1989). According to Anthony et al. (cited in Langfield-Smith, 1997: p.208), 

management control is “the process by which managers ensure that resources are obtained and 

used effectively”. Anthony et al. (cited in Langfield-Smith, 1997) categorises controls into formal 

and informal types. Formal controls include controls that aim to ensure the achievement of specific 

outcomes through monitoring and measuring the achievement and taking corrective actions. 

Informal controls are unconsciously designed and unwritten policies which are often derived from 

organisational characteristics. 

PAT has been tied to the organisational literature (Eisenhardt, 1989) and, in many studies, the 

theory has been married with other frameworks, such as with managerialism (Hood, 1991) and 

behavioural literature (Verbeeten, 2008). The marriage of these frameworks is derived from two 

different focuses: the first is managerial freedom and the second is managerial control. Even 

though some empirical studies suggest the combination of these focuses (such as Kim and Cho, 

2014; Verhoest, 2005; Verschuere, 2007), many studies are more focused on one over the other; 

for example Yamamoto (2006) is more concerned with managerial freedom and Verbeeten (2008) 

more with managerial control. The adoption of managerialism in NPM, therefore, balances the 

focus of control as emphasised by PAT with a concern with agency autonomy. 
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Hughes (2017) argues that in the last thirty years public management has been offering a 

competing view of public administration to the way governments govern their countries, indicating 

the embracing of managerialism by the public sector. Managerialism positions management from 

an optimistic viewpoint (Pollitt, 2016). It is believed that effective management will lead to the 

elimination of red tape and inefficiency and, hence, to performance improvement. Scientific 

management, in addition, separates task execution and task management. Managers are the 

management actors, who are separate from those doing task execution and often remote from the 

detailed functioning of the organisation. According to Clarke and Newman (cited in Shepherd, 

2018: p.1673):  

management practice is also essentially technical and value neutral, offering a non-partisan 
framework within which decisions can be made away from the partisan claims of particular 
interest groups. 

The embracing of managerialism is based on the view that private sector methods are superior and 

need to be adopted by public services. Although some scholars (e.g. Clarke and Newman in 

Shepherd, 2018) revealed that managerialism in the private sector and the public sector is driven 

by different aspects, recent reform initiatives, however, represent a subset of the adoption of 

private sector practices, techniques, and methods (Hood, 1991; Hughes, 2017).  

2.2.2. Agency Definition 

Driven by NPM thinking, agencification is defined as an administration reform by which the nature 

of public organisations is shifted from being hierarchical to being more autonomous (Dan, 2014) 

with the aim of reducing the size and scope of government (Devas et al., 2001) and in order to 

improve performance through more advanced managerial strategies and operations (Pollitt and 

Bouckaert, 2011). Agencies are then characterised by scholars (Pollitt et al., 2001; Pollitt et al., 

2004; Talbot, 2004; Verhoest et al., 2010) as having the following features. They are: 

1) public bodies which carry out public tasks at arm’s length from the main hierarchical spines of 

ministries,  

2) structurally disaggregated from other units within core ministries or from their parent ministers, 

3) have some degree of autonomy in managing resources, especially finances and personnel, 

4) formally under at least some control of ministers and ministries, and 
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5) have some expectations of continuity over time. 

Compared to the predominantly bureaucratic nature of the previous approach, the “arm’s length” 

position signifies reciprocal relationships with autonomy and control aspects in the interaction 

between agencies and ministries. On one hand, this position creates a distance between agencies 

and ministries that make the agencies more autonomous from the ministries. On the other hand, 

this creates a need for new arrangements of control from the executive over the agencies, including 

output controls that allow governments to steer agencies to fulfil governments’ expectations. In 

the arm’s length approach, “one may envisage a two-dimensional spectrum of types of 

organization running from the center of government out across the public-private borderline”, with 

agencies standing on a continuum between two poles: ministries and state-owned enterprises 

(Pollitt et al., 2001: p.274). In the literature, government bodies resulting from the agency 

movement have been labelled with various names. Besides the term “agency”, other terms, such 

as “autonomous bodies”, “quangos”, “non-majoritarian institutions”, “non-departmental public 

bodies”, “extra-governmental organisations”, and “subsidiary organisations” have also been used 

by scholars (Gill, 2002: p.28). It could be argued that these varied terms, to some extent, have 

confused students of agency. However, this variety of terminology is understandable, given that 

the existing literature has attempted to portray empirical experiences from different countries 

which have different sociological, historical and legal frameworks in which agencies operate, and 

these may dictate the names by which the agencies are labelled. This thesis offers an alternative in 

analysing the variation using a more conceptual approach, as discussed at the end of the next 

section.  

Driven by the motivation to have agencies operate at a distance from political influence, agencies 

are segregated from the structures of core ministries (Talbot et al., 2004). Various agencies have 

been established to split policy–execution or purchaser–provider functions. This separation is 

usually one of degree rather than absolutes, and by no means implies entire independence (Talbot 

et al., 2004: p.9). Hybridisation of various functions of government (advisory-executive-

judicative) delegated to public sector agencies is also allowed by this logic (Gill, 2002). This 

hybridisation, to some extent, has disaggregated government functions from the direct control of 

ministries and hence results in greater autonomy in the political sphere.  
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Although structural disaggregation does not always bring autonomy in the managerial sphere 

(Talbot, 2004), agency practices in many countries have introduced advanced managerial 

strategies and practices from private sector which have been viewed as driving forces to produce 

efficiencies and productivities (Pollitt and Bouckaert, 2011). Differentiated from traditional 

ministerial departments, managerial autonomy has been mainly focused on the financial and 

personnel aspects of management (Verhoest et al., 2012; Gill, 2002). Various ways of adopting 

private sector approaches often bring with them innate autonomy and control combinations. 

Therefore, it could be suggested that different autonomy settings of public agencies require 

different settings of control. Some control techniques and tools from private sector has been 

adopted in agency practices. These include internal and external controls through organisational 

structure and managerial techniques, such as internal performance contracts. This thesis aims to 

pair the investigation of how much autonomy is given with the internal performance contracting 

setting as a control mechanism. The pairing of these investigations is lacking in existing literature. 

2.2.3. Agency Typology 

Different practices of agencification due to different socio-administrative frameworks may 

produce various types of agencies. To bridge the differences, further explanation to identify 

different groups of agencies is therefore needed. As a part of efforts to identify public sector 

agencies in ways that enable scholars and practitioners to make comparisons between different 

agencification practices in different countries, some scholars have categorised public sector 

organisations in various ways, as shown in Table 2.1. In general, it can be said that these 

categorisations place different organisational types along an autonomy continuum, from the lowest 

to the highest levels of autonomy. Greve et al. (1999), Gill (2002), and Van Thiel (2012) are among 

prominent scholars who have undertaken identification of public sector organisations, through 

which public sector agencies can also be identified. The taxonomies shown in Table 2.1 represent 

the development of the identification of public agencies in the literature from the term quango 

(quasi-autonomous non-government organisation), to authority, and then to agency. Knowing the 

different terms used in the literature is important for students of agency to avoid confusion, since 

definitions of the terms are related to the definition of agency explained in the previous section, 

and the definitions often overlap. 
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Table 2.1 Categorisation of public sector organisations 

Authors Categorisation Methodology/ 
identification basis Agency-type organisations and examples 

Greve et al. 
(1999) 

• Departmental unit 
• Contract agency 
• Public body 
• Voluntary/charity  
• Privatisation/semi-

privatisation 
• Contracting out 
 

• Finances  
• Ministerial 

responsibility  
• Control 

mechanism  
• Public task/ 

domain  

Contract agency 
• UK: regulators, TECs  
• Netherlands: Public universities, legal aid 
• Denmark: national bank 
Public body 
• UK: prison service  
• Netherlands: service for immigration and 

naturalisation 
• Denmark: patent office 

Gill (2002) • Ministerial departments 
• Departmental agencies  
• Public law 

administrations (PLAs) 
• Private law bodies 

(PLBs) 
• Other not elsewhere 

classified (NEC) 
 
 
 

• Salience,  
• Interconnected-

ness  
• Cohesiveness  
• Measurability  
• Durability 

Departmental agencies 
• France: centres of responsibility 
• Germany: direct federal administration 
• Netherlands: agencies 
• New Zealand: semi-autonomous bodies 
• Spain: Organismos autonomos (OA) 
• Sweden: delegations 
• UK: executive agencies 
• US: PBOs, some government corporations 
Public law administrations 
• France: administrative public 

establishments (EPAs) 
• Germany: indirect public administrations 
• Netherlands: public law ZBOs (zelf-

standige besturrsorganen) 
• New Zealand: Crown entities which are 

statutory corporations and corporation sole 
• Spain: OA administrations 
• Sweden: agencies 
• UK: executive non-departmental public 

bodies 
• US: most independent agencies 

Van Thiel 
(2012) 

• Type 0: Ministerial unit  
• Type 1: Semi-

autonomous 
organisation 

• Type 2: Legally 
independent 
organisation 

• Type 3: Private or 
private-law based 
organisation  

• Type 4: Local 
governments 

• Type 5: Others 
 

• Varying (legal) 
forms 

• Varying degrees 
of (managerial) 
freedom  

Type 1 
• Next Steps Agency (UK) 
• contract/executive agencies (Netherlands, 

Belgium, Australia, Ireland) 
• state agencies (Nordic countries)  
• Italian Agenzia  
• service agency (Austria)  
• state institutions (Estonia) 
• central bureaus (Hungary)  
• direct agencies (Germany) 
Type 2 
• public establishment (Italy, Portugal) 
• ZBO (Netherlands) 
• NDPB (UK) 
• parastatal bodies (Belgium) 
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Authors Categorisation Methodology/ 
identification basis Agency-type organisations and examples 

• statutory bodies or authorities (Austria, 
Estonia, Australia, Ireland, Portugal)  

• indirect agencies (Germany) 

Quango is the earliest term used by both academics and practitioners to refer to these arm’s length 

government organisations. The term quango first came prominently into use in political science 

and public administration during the 1970s (Bouckaert and Peters, 2004). This type of public 

organisation is defined as organisations which, as their main task, are charged with the 

implementation of one or more public policies, and which are funded publicly but operate at arm's 

length from the central government, without an immediate hierarchical relationship existing with 

a minister or a parent department Van Thiel and Yesilkagit (2011). Using the UK, Denmark, and 

the Netherlands as case studies, Greve et al. (1999) distinguished between quangos through a set 

of assessments. This included where the quangos financed their activities from, to what extent the 

minister was accountable to the parliament regarding the operations of the organisations, what 

control mechanisms the minister could intervene with when organisations performed poorly, any 

public tasks the organisation needed to fulfil, and whether the organisations operated in the public 

or private domain. As a result of this assessment, Greve et al. (1999: 130) identified six types of 

public organisations; namely, departmental unit, contract agency, public body, voluntary/charity, 

semi-privatisation/privatisation (state-owned enterprises), and contracting out. Apart from the 

departmental unit, the other five organisational types were identified by the authors as quangos.  

In later work, Gill (2002) revealed the empirical practices of agencification across eight OECD 

countries. He argued that agency classification can be regarded from several different bases, such 

as organisational function, funding, the rationale of the agency’s creation, and legal form and 

identity. The last two criteria have been commonly used to explain differences in agency typology 

and have been used in two other taxonomies: those developed by Van Thiel (2012) and Greve et 

al. (1999). Gill (2002) maintained identification of public sector organisations in two layers. First, 

according to this author, public sector organisations can be grouped into five organisational forms; 

namely, ministerial departments, departmental agencies, public law administrations (PLAs), 

private law bodies (PLBs), and others not elsewhere classified (NEC). The ministerial department 
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is the traditional form of public organisation, while departmental agencies are ministerial 

subsidiaries which are generally single-purpose bodies set up for a bespoke task and separated 

from ministries. PLA is defined as “administrative institutions in public law with a full or partial 

legal personality... but separated from [ministries or] the government”, so that control is exercised 

indirectly rather than directly (Gill, 2012: p.43). PLAs can be grouped into those that implement 

government policy, those that are guided by government policy, and those that independently 

exercise statutory powers. PLB is defined as public sector organisations that operate in private law 

(Gill, 2012: p.54). PLB comprises government enterprises—state-owned enterprises and not-for-

profit government enterprises—and other private law bodies (other PLBs). Lastly, those bodies 

which are not included in the former groups are grouped into the NEC category.  

In relation to the identification of arm’s length government organisations, Gill (2002) conducted 

second layer of agency identification. Following the original identification, the author identified 

two groups of arm’s length government organisations: agency (departmental agency) and authority 

(all PLAs, other PLBs, and NEC). In comparing this categorisation to Greve et al. (1999), this 

identification is similar to contract agency, public body, and voluntary/charity body. 

In 2004, Pollitt and Talbot (2004) facilitated a shift of the scholarship paradigm in defining arm’s 

length public organisations, moving from quangos and quangocratisation to agency and 

agencification. The authors acknowledged the two terms in a comparison while at the same time 

encouraging the deployment of the latter terms, agency and agencification. Since then, the use of 

the term quango in the literature has decreased while the term agency has become widely accepted. 

Using the concepts of agency and agencification, Van Thiel (2012) conceived that public 

organisations largely comprise ministerial units, agency-type government organisations, 

government enterprises, and local governments. This categorisation relies on the legal identity of 

public sector organisations, the extent of autonomy given to organisations, and whether public 

and/or private laws are the basis of the organisation’s operation. Van Thiel (2012) categorised 

public sector organisations into six types (Type 0 to Type 5). Type 0 is entirely ministerial units 

while Type 3 is entirely government-owned private business entities, and Type 4 is the subnational 

level of government. Organisations recognised as Type 1 and Type 2 are the most common types 

of organisations investigated in agencification studies (e.g. in Pollitt, 2006; Van Thiel, 2001; 
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Verhoest et al., 2012). These two organisational types are identified by Van Thiel (2012)  as arm’s 

length organisations. While Type 1 is agency group of semi-autonomous agencies without legal 

independence, Type 2 is agency group that include autonomous agencies with legal independence 

and are usually known as statutory bodies Lastly, the authors include charity bodies and 

contracting out in Type 5 public organisations. Reviewing the identification of Type 1 and Type 2 

as agency-type public organisations, Trondal (2014) defines agency as:  

an administrative body that is formally separated from a ministerial, or cabinet-level, 
department and that carries out public tasks at a national level on a permanent basis, is staffed 
by public servants, is financed mainly by the state budget, and is subject to public legal 
procedures. (p.545) 

Comparing the identification of arm’s length public organisations used by these three different 

groups of authors to identify those public organisations which work more autonomously than the 

traditional ministries and ministerial units, Figure 2.1 illustrates the similarities and differences. It 

can be seen that the public agency identified by Van Thiel et al. (2012) falls into fewer clusters 

than Greve et al.’s (1999) or Gill’s (2002). This difference comes from the cluster of public 

organisations that consist of public organisations which operate as private businesses but are less 

profitable and are not financed from the government. 

 

Figure 2.1 Different identifications of authority, agency, and quango.  

Non-legal identity PLA of Gill (2002} 
Non-legal identity public body of Greve et al. (1999) 

Charity/voluntary of Greve et al. (1999) 
Not for profit government enterprises & NEC of Gill (2002) 

Contract body of Greve et al. (1999) 
Departmental agency of Gill (2002) 

Type 2 organisation of Van Thiel (2012) 
Legal identity PLA of Gill (2002) 
Legal identity public body of Greve et al. (1999) 

Type 1 organisation of Van Thiel (2012) 

Designed by the author 
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Type 1 and Type 2 in Van Thiel’s (2012) categorisation were based on a much wider study than 

the other two studies: Greve et al. (1999) and Gill (2002), comprising the administrations of thirty 

countries. These categories have been most accepted recently in the agency literature. These two 

categories have shaped the portrait of the agency population into a more subtle structure and 

separated these agencies from other agency-like organisations which are embraced by other 

competing identifications. Because the main motivation of this categorisation is to differentiate 

agencies based on their status as either legally independent from or partially part of government 

(which this thesis considered the degree of an agency’s political autonomy), these two categories 

overlook the differing degree of managerial autonomy granted to public sector agencies. 

Identification of this managerial autonomy as a complement to political autonomy means that the 

two aspects of autonomy are joined together in the identification. Nevertheless, it could be argued 

that examining the possibility for political autonomy and managerial autonomy to go in different 

directions would produce a more comprehensive picture of public sector agencies in terms of the 

extent to which autonomy is designed for them. This thesis follows some scholars (e.g. Christensen 

and Lægreid, 2004) in viewing autonomy from two different perspectives: managerial and 

political. Identification of these different kinds of autonomy is likely to facilitate identification of 

the organisational accountability of agency. 

2.2.4. Autonomy and Accountability 

Autonomy has been a main motive of agencification, which can be discussed from 

multidimensional and multidisciplinary perspectives. The terms used by scholars to identify the 

autonomy has been also varied. Bach (2016), for example, refers agency autonomy to 

administrative autonomy which is defined as “public organizations’ ability to determine their own 

preferences and to translate those preferences into authoritative actions agency” (p.171). Other 

scholars use other terms, such as bureaucratic autonomy (Egeberg and Trondal, 2009; Yesilkagit, 

2004; Yesilkagit and Van Thiel, 2008), administrative discretion (Brunjes and Anguelov, 2021), 

agency independence (Seifter, 2019), and delegated authority (Bach, 2016; Drew, 2007). Although 

Bach (2016) sees all the terms are similar in meaning, it could be argued that the terms are rooted 

from two different perspectives. First, political perspective which views agency autonomy as a 
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distance from the influence of political actors or authorities. Second, management perspective 

which views agency autonomy as a discretion of practices of some managerial aspects.   

Theoretically, agency autonomy is gained from political delegation. Strom (2003) identifies that 

this delegation hierarchically ranges from citizens as voters to parliament, from parliament to the 

government, from the government to ministers and from ministers to government bodies or 

agencies. However, the direction in agencification practices can be intersected between, or run 

across, two or more delegators to a delegate. Therefore, the delegation is not only from the 

government, but can also be from across the government and the parliament, or across the 

government, the parliament, and the citizens. Through these delegation-based relationships, under 

the principal-agent framework, accountability is crucial to both parties to prevent self-interest 

seeking (Maggetti and Verhoest, 2014). From the perspective of principals, accountability can be 

seen as a control mechanism (Mulgan, 2000), where various institutional instruments are arranged 

to prevent the agents from self-interest-based actions. From the perspective of agents, 

accountability can be seen as responsiveness (Mulgan, 2000), which is linked with the extent to 

which agents pursue the expectation of principals. Viewing autonomy as a product of political 

delegation where ministerial influence has been considered as a constrain that is traditionally limit 

the agency independence, Van Thiel (2012) started a continuum of agency autonomy from 

ministerial dependence. The more distance an agency from ministerial influence the higher the 

agency autonomy rated.  

Some other scholars view the continuum from a more conceptual analysis which allows 

combinations of various types of autonomy from political perspective with those of management 

perspective. Among these scholars, Verhoest et al. (2004) consider autonomy as decision-making 

competency and as the actual use of decision-making competency. The authors conceptualise the 

idea that decision-making competency as potential autonomy granted to agencies, that can be 

implemented in actual actions which are in line with the potential autonomy. The authors identify 

four levels of autonomy (minimum, low, high, and maximum) in which both potential and actual 

autonomy run to the same direction proportionally. Similar to former research of Christensen 

(1999) and Christensen (2001), Verhoest et al. (2004) differentiate agency autonomy based on the 

scopes and the dimensions of autonomy, such as political autonomy, managerial autonomy, 
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structural autonomy, financial autonomy, legal autonomy, and interventional autonomy. Aligning 

these studies with empirical studies by Schick (2002) and Laking (2006), autonomy granted to 

public sector agencies, again can be generally differentiated between political and managerial 

autonomy. 

In political science, political autonomy is defined as an extent freedom obtained by a group of 

persons or a territory from the control of a higher level of government (Foldvary, 2011). Despite 

this definition which looks at the preferences of political actors within government branch, the 

basis of political autonomy measure in this study is a narrower definition since it mainly looks at 

the feasibility of a change in policy. The measure may cover structural autonomy, legal autonomy, 

and interventional autonomy of Verhoest et al. (2004). This political autonomy provides agencies 

with a degree of distance from the ministry’s interference that most of the time raise political issue 

around agent-principal relationships. Among other features of this autonomy type, two of its 

aspects play a substantial role in defining the autonomy of government agencies (see Christensen, 

2001; Gill, 2002; Verhoest, 2005a; Verhoest et al., 2012). These aspects are: 

● legal identity, which is the operational landscape of the agency in doing business. Legal 

identity will determine to what extent agencies follow public sector bureaucracy or a more 

flexible, private sector management model.   

● agency heads’ appointment, through which the authority they are accountable to can be 

identified. In addition, the appointment mechanism shows where the formal authority 

delegation which agencies receive comes from.  

Some authors, such as Bach (2016) and Yesilkagit and Christensen (2010), consider that the 

existence a governing board in an agency structure is other indicator of political perspective 

autonomy. However, it could be argued that that board would be likely to define how the principal 

and other stakeholders can intervene in agencies in doing their business. Linking them to the 

agency’s autonomy levels, further examination should be conducted into the features of the agency 

boards and the management relationships designed in an agency’s relevant regulations. 
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Additionally, managerial autonomy is part of the conditions of general public service management 

practices. Verhoest et al. (2010) include financial and human resources management in exploring 

managerial autonomy. Financial management covers: 

● allocated government funds. As a part of the philosophy that money follows function, 

governments support the transfer of government functions with a budget allocation. The type 

of allocated funds will determine the levels of freedom for the agency in managing the funds. 

As experienced by agencies in the UK (Elston, 2013), for example, typical block grant funds 

give more space for managerial freedom than line budgeted funds which must be strictly used 

for financing particular types of expenses.  

● spending and the generated revenue by which the way the agencies finance their operations.  

Management arrangements around human resources also provide room for organisational 

autonomy. This aspect of autonomy may include: 

● employee recruitment that is independently conducted by the agency  

● remuneration by which the agency personnel are rewarded.  

The proliferation of government agencies has been a centre of public attention and has attracted 

criticisms from elected officials due to its consequences for agency outreach (Verschuere, 2007). 

It is argued that these agency-type public organisations are not able to be affectively overseen 

using traditional control tools due to their greater autonomy. As a consequence, there has been a 

demand for greater control over these hybrid organisations (Aulich et al., 2010; Sheehy and Feaver, 

2016). In this vein, complex autonomy arrangements have resulted from NPM thinking, including 

agencification, and this has brought about the need for refinement of the accountability concept 

(Romzek, 2000). It has been argued that the previously dominant concept of administrative 

accountability should be partnered with political accountability and managerial accountability 

(Christensen and Lægreid, 2015) in order to accommodate the autonomy agencies have gained. 

Political accountability is largely about explaining to whom agencies are accountable, while 

managerial accountability is more related to explaining for what and how agencies are accountable. 

According to Christensen and Lægreid (2015: p.209), political accountability is “traditionally built 

on a chain of principal-agent relationships … which give the forum [or principal] formal power 

over the actor [or agent]”. The principal is manifested through different people depending on the 
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relationship complexities built into the governance over the agencies, whether directly in simple 

relationships or indirectly in complex relationships (Day and Klein, 1987). Relationship 

complexities may expand due to accountability complexity resulting from bureaucratic 

modernisation, where political autonomy is not only concerned with delegation democracy but 

also representative democracy (Liegl, 2001). Bureaucratic modernisation, including 

agencification, has resulted in coordination problems and hence some countries, like New Zealand 

and the UK, have initiated the de-autonomising of their executive agencies (Elston, 2013; Gregory, 

2006). This means that government program alignment also needs to be included in considerations 

of political accountability. These overall accountability concerns, ultimately, will determine 

interactions between agents and principals. 

In contrast, managerial accountability is about monitoring the ability of the agency managers to 

produce measurable performance (Christensen and Lægreid, 2015) in relation to the operations 

supported by the granted autonomy (Liegl, 2001). Day and Klein (1987: p.27) argue that 

managerial accountability can be conceptualised as being concerned with the appropriateness of 

inputs in terms of regularity, the appropriateness of outputs in terms of products and process 

efficiency, and appropriateness of outcomes in terms of program effectiveness and whether the 

desired impact has been made. In the traditional bureaucracy, regularity and compliance with the 

regulations of both organisational and individual activities have become a crucial norm in relation 

to managerial accountability (Romzek, 2000). With the advances to the bureaucracy model, the 

appropriateness of outputs and the appropriateness of outcomes have complemented, rather than 

substituted for, traditional accountability (Bovens, 2014).  

2.2.5. Autonomy and Control 
Autonomy and control have been viewed as two sides of the agencification coin (Wynen and 

Verhoest, 2016). These two elements represent the fundamental basis of public sector 

agencification, and became the essential issues through which many agency scholars undertook 

enquiries into the agencification concept (e.g. Bowornwathana, 2013; Christensen and Lægreid, 

2004; Kim and Cho, 2014; Sule, 2010; Verschuere, 2007; Verhoest et al., 2010; Wynen and 

Verhoest, 2016). One major suggestion that has emerged from scholarly discussions of these 
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agency elements is the need to foster a proper balance between control and autonomy (see 

Christensen and Lægreid, 2004; Verschuere, 2007; Wynen and Verhoest, 2016). In relation to this 

suggestion of balancing these elements, discussions on autonomy and control in the agencification 

literature have fallen into at least into three major groups based on how the relationship 

characteristics of these elements are analysed, as shown in Table 2.2. 
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Table 2.2 Autonomy and control relationship in the literature 

Relationship 
characteristics 

Examples 

Authors Aspects investigated Aims of study Methods 
Causality:  
Relational 
autonomy and 
control within the 
loose vein of the 
relationship 
structure 

Verschuere 
(2007) 

Autonomy: 
Managerial autonomy, strategic 
policy autonomy, operational 
policy autonomy, and 
governance autonomy. 
Control: 
Ex ante control, ex post control, 
structural control, and financial 
control. 

To find the nature of the 
autonomisation or 
control mechanism 

Survey 

Christensen 
and Lægreid 
(2004) 

Autonomy:  
Managerial autonomy. 
Control:  
Political control. 

To examine the trade-off 
between control and 
autonomy 

Review of 
previous 
studies and 
interviews 

Two sides of 
coin: 
Unified view of 
autonomy and 
control 

Wynen and 
Verhoest 
(2016) 
 

Autonomy:  
Organisational autonomy. 
Control:  
External result control. 
 
 

To understand the effect 
of organisational 
autonomy and external 
result control on the use 
of performance 
management techniques 

Survey 

Kim and 
Cho (2005) 

Autonomy:  
Human resource management 
autonomy and managerial. 
Control:  
Performance evaluation and 
performance rewards systems. 

To examine the effect of 
autonomy and result 
control on performance 

Survey  

Exploratory: 
Separating 
autonomy and 
control 

Aulich et al. 
(2010) 

Autonomy:  
Managerial autonomy, strategic 
policy autonomy, operational 
policy autonomy, governance 
autonomy. 
Control:  
Embedded in the autonomy 
investigation. 

To explore the structure 
of control and autonomy 

Survey  

Sulle (2010) 
 

Autonomy:  
Structural aggregation and 
autonomy in terms of decision 
making competences. 
Control: 
Contractualisation. 

To match the observed 
agencification practice 
with the “tripod model” 

Document 
analysis and 
survey 

Waluyo 
(2018) 

Autonomy: 
Management autonomy and 
financial autonomy. 
Control: 
Structural control and financial 
control. 

To explore the practices 
of financial autonomy 
and control 

Semi-
structured 
interviews 
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Studying the balance of autonomy and control of agencies in empirical studies can focus on various 

relational characteristics. First, one common understanding has been that autonomy and control 

are viewed as having a zero-sum relationship (Bach and Jann, 2010). This view of autonomy and 

control represents an extreme point, where autonomy and control are viewed as having a causal 

relationship: increasing one automatically leads to a reduction of the other (Flinders, 2008: p.145), 

or the more autonomy that is given to an agency, the less it is controlled by the parent ministry, 

and vice versa (Verhoest et al., 2004). Examining this, Christensen and Lægreid (2004) designed 

their study to examine the trade-off between control and autonomy produced in agencification. A 

rather moderate view of this relationship is adopted by Verschuere (2007). Although Verschuere’s 

study (2007) viewed the relationship between autonomy and control as being causal, the author 

did not identify the direction of the relationship. Causality view of autonomy-control relationship 

has been challenged by empirical work that suggests that autonomy and control are disconnected 

and constitute different analytical dimensions (Lægreid et al., 2006, 2013). Given the 

understanding that, in public administration, autonomy is a delegated power from principals to 

agencies, and that the principal consequently requires accountability from this delegation, this 

thesis therefore argues that maintaining connectivity between autonomy and control with the 

emphasis on the direction from the autonomy to the control is crucial.   

One of analytical dimensions of the autonomy-control relationship is related to a major concern of 

politicians in many countries who are seeking to increase the scrutiny of the government agencies 

(Van Thiel and Yesilkagit, 2011; Sheehy and Feaver, 2016). In this increasing scrutiny, the more 

autonomy that is present, the more control is needed (Van Thiel et al., 2012). The two sides of the 

agencification coin expression, therefore, refers to the idea that autonomy and control go in the 

same direction, and therefore more autonomy would lead to more control. Studies supporting this 

view have generally been focused on investigating the effects of combinations of autonomy and 

control on expected results, such as performance (Kim and Cho, 2014) and the use of performance 

management techniques (Wynen and Verhoest, 2016). Lastly, some authors (e.g. Aulich et al., 

2010; Sulle, 2010; Waluyo, 2018) have analysed autonomy and control in agencification without 

investigating the relationship between the two. Rather than following this group of authors, this 
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thesis aims to obtain a deeper understanding on the constructions of autonomy and how these are 

balanced with control mechanisms.   

A lack of analysis on the relationship between autonomy and control is also evident in studies 

conducted in the context of developing countries (e.g. Sulle, 2010; Waluyo, 2018). In addition, 

researchers have found that developing countries may not fully adopt the suggested autonomy 

model of NPM (Sulle, 2010). Therefore, analysis on autonomy and control interrelatedness may 

assist reforming countries to develop appropriate constructions of autonomy and control balance 

for their agencies. This early anticipation may prevent these countries from having to face the 

dysfunctional autonomy excess experienced by some countries, such as New Zealand and 

Australia (see Elston, 2013; Gregory, 2006). These countries have experienced excessive 

fragmentation resulting from the autonomisation of their agencies and, hence, these governments 

have felt the need to strengthen control and steering over their executive agencies. 

Agency scholars have identified elements through which the idea of agency is conceptualised 

(Talbot, 2004). Table 2.3 below shows the identified agency elements. Linking this identification 

of agency elements with the line of thought that autonomy and control are the core of 

agencification (Verschure, 2007), other agency elements can be attached to these two primary 

elements. This consolidation is essentially based on the argument that the other agency elements 

are directly or indirectly related to the concepts of either autonomy or control. Within this 

framework, structural disaggregation and functional disaggregation are attached to the concept of 

autonomy, whilst performance contracts and output focus are attached to the concept of control.   
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Table 2.3 Agency elements 

Authors 

Agency elements 

Autonomy Control Performance 
contract 

Structural 
disaggregation 

Functional 
disaggregation 

Output 
focus 

Talbot et al. (2000)   ✓ ✓   

Talbot (2004)  ✓ ✓ ✓   

Pollitt et al. (2004) ✓  ✓ ✓   

Caulfield (2004) ✓  ✓  ✓ ✓ 

Verschuere (2007) ✓ ✓ ✓ ✓ ✓  

The authors listed in Table 2.3 to some extent agree on the crucial and pivotal role of the 

performance contract among any other agency elements. However, in the discussions on pairing 

autonomy and control in the literature (see Table 2.2), contracts have rarely been posited as control 

mechanisms that balance autonomy. A study by Sulle (2010) is among a small number of studies 

that look at this issue in a developing country, Tanzania. Although Sulle (2010) found that a tripod 

model (structural disaggregation, autonomy in decision making, and performance contracting) had 

been used in the country’s agencification, the lack of a strong accountability tradition has created 

a hybrid implementation of the model, where performance contracting was less fully attained. This 

shows the importance of culture in this type of study, and further studies from other countries in 

the developing world may offer different pictures of the balancing act of autonomy and control in 

agency practice. This thesis aims to contribute by investigating the autonomy-control balancing 

relationship in Indonesia, as a developing country. It will also investigate the causal autonomy-

control relationship, which may enable further understanding of the impact of autonomy on the 

control setting of agencies.  

2.3. Performance Contracting as a Control Mechanism 

Management by contracts is an integral part of the NPM movement that has influenced public 

sector reforms (Fontin, 2000). It has become a well-established tool in the governance of public 

bureaucracies since the 1980s (Almqvist, 2001; Binderkrantz and Christensen, 2009a). This new 
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model of management is predominantly inspired by managerial practices in the private sector and 

has been adopted with the aim of improving public services. As a part of the NPM model, 

management by contracts has driven reforming governments to either transfer their services to the 

private sector (contracting out) or to government agencies (internal contracting). The aim of 

contracting out government services is to create market competition and empower the private 

sector (van de Walle, 2011). By collaborating with the private sector, governments can withdraw 

from the day-to-day production and delivery of services and contract them out (Drewry et al., 

2005). Within this contractual relationship, a government sets performance targets and indicators 

for the contracted private company to achieve (Greve and Ejersbo, 2005). Sanctions are enforced 

against private organisations that do not meet the performance targets. In addition, this 

“competitive model” allows a government to choose from several bidders and select the service 

provider that offers the greatest cost efficiency (Christensen and Lægreid, 2001; DeHoog, 1990). 

Therefore, service provision can be competitive while its delivery is protected by a formal legal 

agreement.  

In addition to contracting out, many reforming governments have introduced internal performance 

contracting (referred to from here on as “performance contracting”). This is also where the 

literature has been lacking (Bjørnholt and Salomonsen, 2015). This type of contract is mainly 

influenced by managerialist thinking which allows the adoption of more systematic and structured 

approaches in order to enable achievement of institutional goals. The main logic behind 

performance contracting is to provide agents with clear performance measures which are linked to 

their incentives (Binderkrantz and Christensen, 2009b; Binderkrantz et al., 2011; Verbeeten and 

Speklé, 2015). Therefore, it is designed to externalise performance targets from the government 

ministries to their agencies, departments, and civil servants through formal agreements that compel 

the organisations and individuals to be more accountable to their ministries (Day and Klein, 1987; 

Wynen and Verhoest, 2016). Later discussions on management by contract in this thesis focus on 

performance contracting. Compared to contracting out, there are not many studies on performance 

contracting in the literature (Bjørnholt and Salomonsen, 2015). This thesis tries to fill this research 

gap by focusing on performance contracting, as this practice creates different agent-principal 
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accountability than the practice of contracting out used by public sector agencies, although both 

approaches have been influenced by NPM.  

2.3.1. Definition of Performance Contracting 

The term “contract” in performance contracting refers to written agreements between two parties 

from two juxtaposed hierarchical levels for the purpose of settling expectations of, and 

consequences linked to, the performance of certain government functions (Fortin, 2000; Greve, 

2000; Greve and Ejersbo, 2005). Nevertheless, the term “contract” is a loose term and does not 

necessarily mean a formal contract in the legal sense (Fortin, 2000; Talbot, 2004). Neither 

agencies, nor individuals within the agencies, are likely to be held to account through the courts 

for not meeting agreed performance targets. Rather, the term, as it is used in this thesis, refers to 

“any self-generated, agreed or imposed set of performance targets for agencies, formulated into a 

specific agreement, contract, plan or statement of some sort” (Talbot, 2004: p.14).  

In today’s public sector, performance contracting has caught on as a governance mechanism for 

power-sharing between principals and agents (Greve and Ejersbo, 2005: p. 2). In principal-agent 

theory (PAT), the theorists consider a principal as a single actor who maintains steering and 

monitoring that can encourage agents to act in the principal’s interests (Voorn et al., 2019). In 

reality, agent-principal relationships may involve multiple principals (van Thiel, 2016). In the 

context of these more complex circumstances, Voorn et al. (2019) identifies frictions among 

principals or between agents and principals as problems that may be experienced in agent-principal 

relationships due to diverging interests and competing assertions of power. 

Performance contracting can be viewed as either a specific process, such as in Greve and Ejersbo 

(2005), or a set of processes, such as in Verhoest (2005b). While the former mainly refers to the 

activity where contracting parties are involved in a discussion around performance indicators and 

targets, the latter views performance contracting as a set of activities from contract planning to 

performance consequences. Viewing performance contracting as a set of processes allows 

investigations into the dynamics of various settings of contracts in each contracting activity. The 

discussion of performance contracting as a set of activities overlaps to some extent with the 
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discussion of performance management models, for example, Management by Objectives and 

Results (MBOR). MBOR has become the main model of administration in Nordic countries since 

the 1980s (Kristiansen, 2015). This model consists of three main processes: performance goal 

formulation, performance reporting, and performance rewarding and punishing (Lægreid et al., 

2006). Within Kristiansen’s study (2017), performance contracting, which was introduced a few 

years later, has been attached to the goals formulation phase of the MBOR system. Within this 

phase, performance goals are agreed by the agency’s top executive and the Ministry of Finance. 

Conversely, Verhoest (2005b) views performance contracting as a system which consists of 

several subsystems that are identical to the phases in performance management. These include 

planning and norm setting, evaluation, audits, and sanctions. Viewing performance contracting 

through this approach allows investigations of the dynamics of different subsystems. Aiming to 

investigate the dynamic view of performance contracting, this thesis, therefore, will follow this 

subsystems or stages approach in analysing performance contracting as a system.   

2.3.2. Institutional Arrangement of Performance Contracting 

A number of authors (e.g. Bovens, 2014; Oomsels and Bouckaert, 2014) have suggested links 

between performance contracting and accountability. Hansson and Longva (2014) identify various 

accountability relationships in different contractual arrangements. Such arrangements can be 

between two or several public organisations, or between units within a single public organisation. 

Other groups of scholars, such as Bjørnholt and Salomonsen (2015), see accountability emerging 

from the mechanisms used in contracting performance. They argue that performance contracting 

can be based on the assertion of power between the contracting parties. They identify three types 

of agent-principal power assertion. The first arrangement is where agents are given a large degree 

of freedom (autonomy) in setting their own performance goals. The second is where principals 

dominantly steer (control) the agents to fulfil the principal’s expectations. Lastly, coordination 

arrangements can be adopted, in which bargaining and discussion around performance targets 

between agents and principals is embraced.  

Some authors (e.g. Greve, 2000; Greve and Ejersbo, 2005; Verhoest, 2005b) suggest that analysis 

of the implementation of performance contracting should distinguish the types of contracts and 
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their impacts on the control and accountability system. The introduction of the notions of “hard” 

or “soft’ versions of contracts by some scholars (e.g. DeHoog, 1990; Domberger, 1998) arises 

from the attempt to characterise a variety of contracts that can impact on the accountability system. 

From a legal perspective, these notions refer to the extent of consequence enforcement brought 

into contracts for contracting parties, in relation to the success or failure of performance fulfilment 

written into the contracts (DeHoog, 1990; Drewry et al., 2005). Brought to the public 

administration and management literature, the terms have been primarily influenced by the 

transaction cost framework, principal-agent theory, and the networks point of view. They therefore 

refer to the application of managerial controls by principals over their agents (see Verhoest, 

2005b).  

Verhoest (2005b) argues that a hard version of contracts provide the best support for NPM-like 

control and accountability. According to the author, this position has its origin in some influential 

NPM supporting theories that heavily reference strict monitoring and high levels of risk turnover 

in order to drive an agent to the objectives expected by its principal. On the other hand, Greve 

(2000) argues that all internal contracts, including those in government organisations, are likely to 

represent soft contracts. The claim rests on the assumption that the contracting parties are already 

in a long-term relationship which is characterised by strong and mutual dependency, and hence 

they have entered into the relationship in a spirit of cooperation. Complementary to this 

characteristic, soft contracts use less explicit and prominent sanctions to drive target achievement 

than hard contracts (Greve and Ejersbo, 2005). Nevertheless, empirical studies have shown that 

some governments have applied a combination of “hard” and “soft” in contracting arrangements 

for their departments or agencies. Furthermore, the measures used by prominent scholars allow 

varied combinations of “hard” and “soft” in institutionalised contract settings, and this can lead to 

a stance where contract hardness can be viewed as being on a continuum from lower to higher 

levels of hardness (Verhoest, 2005b).  

The work of Greve and Ejersbo (2005) and Verhoest (2005b) has been frequently cited by scholars 

who have investigated the level of hardness in certain contract systems. Working within the 

framework of PAT on how contracts are institutionalised, Greve and Ejersbo (2005: p.17-18) argue 

that when a principal knows precisely what the agents should achieve, this will lead to a hard 
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contract. This established knowledge of the defined targets leads the principal to build contracts 

with detailed and non-negotiable performance demands, strict sanctions for performance failure, 

tight supervision, and low level of trust. In addition, both agents and principals are assumed to 

have personal interests that are in conflict. While agents always attempt to manipulate their 

behaviours and control systems towards performance achievement, principals are always curious 

as to agents’ behaviours and interests (Greve and Ejersbo, 2005). Research along this line has been 

therefore narrowly focused on agents (Van Thiel and Yesilkagit, 2011). Using similar fundamental 

thinking with a more systemic approach, Verhoest (2005b) characterises a hard contract system as 

having intense control activities applied in its subsystems, including planning and norm setting, 

measurement and monitoring, evaluation, audits, sanctions, and the length of contracts. In this 

case, contract hardness refers to the extent to which contract arrangements evince result-oriented 

encouragement with extensive deployment of detailed performance indicators, intensive reporting 

requirements and monitoring provisions, high frequency and detailed performance evaluation and 

audits, and harsh performance consequences. 

Agent-principal theoretical thinking has been criticised as failing to capture the embeddedness of 

social relations, for viewing personal relationships as mechanistic in nature, and not sufficiently 

seeing the relationships between agent and principal from a more collaborative perspective 

(Rommel and Christiansen, 2009). Therefore, this line of thinking provides little room to consider 

the actors as personally and socially attached to the relationships. Considering an alternative idea 

of contracting that allows for explanations around the characteristics of agent-principal 

relationships, Verhoest (2005b) identifies the understanding of the dynamics and collaboration 

between agents and principals as a foundation for thinking that can develop softer versions of 

contracts. The author calls this contract version “network-like contractualisation”. Challenging the 

former contractualisation version, this view argues that a contract cannot completely arrange the 

reciprocal relationship between contracting parties, and hence suggests a contract should facilitate 

dialogue between the parties within the contract period and allow adjustment based upon that 

(Greve and Ejersbo, 2005). This then drives contracts towards being less detailed, and open to 

ongoing revision of performance demands, rarely including explicit sanctions and preferring the 

use of contract management specialists rather than lawyers. 



 
Chapter 2  40 
 

Both Greve and Ejersbo (2005) and Verhoest (2005b) designates contracts as “soft” and “hard” 

based on an assessment of the characteristics of the contract as an institution which includes 

contract purpose, rigidity of content coverage, time frame of the contractual relationship, types of 

control used to steer performance achievement, performance focus, sanctions over the agent’s 

performance, and dominant actors. Although Verhoest (2005b) identified the soft contract version 

as network-like control and accountability, by using the institutional view, this contract version 

definition cannot properly capture the dynamic nature of contractual relationships. Therefore, 

some authors (e.g. Bjørnholt and Salomonsen, 2015; Coulson, 1998; Verhoest et al., 2012) have 

identified a need to study contracts by examining the dynamic aspects of networks, such as 

dialogue and trust.  

2.3.3. Performance Contracting Practices 

Over recent decades, management by contracts has become a well-established tool in the 

governance of public bureaucracies in many countries (Binderkrantz and Christensen, 2009a: 

p.55), especially more developed countries. In these countries, performance contracts have been 

included in performance management reforms that have been mainly influenced by NPM (Fortin, 

2000). These models have impacts on both organisations and individuals. In New Zealand, for 

example, where the idea was central to the country's public management system, harsh 

consequences have resulted for the top executives of public organisation (Martin, 2001). Although 

financial bonuses for high-performing chief executives were relatively small compared to the 

private sector, the results of low performance included resignations of these executives and 

rejections of executive reappointment. With more varied contracting systems, the United States 

introduced three types of contracts within its public sector system (Peters, 2001: p.41): 

performance contracting for the Senior Executive Service, for other individual civil servants, and 

team-based performance contracts. Unlike the first type of contract, which can result in senior staff 

losing their positions, the second type has weaker performance consequences. The contracts are 

more like statements of goals for officials, and can be used as a set of standards to judge 

performance. Lastly, team-based performance contracts were institutionalised to deal with team-

based projects. Compared to the previous individual-based contracts, these are more focused on 

what should be accomplished by the contracted teams. Denmark has been among the countries 



 
Chapter 2  41 
 

which have complemented contracting systems with organisational-based consequences. 

Performance contracting in Denmark has been attached to the Management by Objectives and 

Results (MBOR) program, which is basically a managerial tool for linking a ministerial budget 

with outcomes (Binderkrantz and Christensen, 2009; Greve, 2000; Kristiansen, 2015; Kristiansen, 

2017). This performance contracting system allows the Ministry of Finance to grant contract 

agencies a “budget guarantee” that explicitly excludes cutbacks during contract periods.  

Filling the literature gap in terms of identifying contextual issues, some authors (Obong’o, 2009; 

O’Donnell and Turner, 2005; Sutheewasinnon et al., 2016) have revealed performance contracting 

practices in the developing world. Vanuatu, like its neighbouring countries of Fiji, Samoa, and the 

Solomon Islands, has also implemented performance agreements for the top two ranks of its public 

servants: Directorate Generals and Directors (O’Donnell and Turner, 2005). The difference 

between Vanuatu and its neighbours was the impact of the performance agreement on executive 

salaries. While its neighbours attached performance achievement to financial incentives for the 

contracting executives, Vanuatu did not. In Kenya, the introduction of performance contracts was 

not a surprise (Obong’o, 2009). Attached to results-based management program, performance 

contracts were in the form of annual written performance agreements between the government 

(represented by the Performance Contracts Steering Committee on behalf of the Permanent 

Secretary, Secretary to the Cabinet and Head of the Public Service) and its agencies (local 

authority, state corporation or central government ministry). Starting in 2003, by the time of 

Obongo’s (2009) study, the operation of performance contracting had not brought about 

consequences for performance achievement, providing neither rewards for good performers nor 

sanctions for bad performers.  

Among Southeast Asian countries, Thailand is one of the countries that adopted the original model 

of NPM at a moderate level (Haque, 2007). Thailand began introducing public sector performance 

contracts in 2006 (Sutheewasinnon et al., 2016). Using Balanced Scorecard (BSC) theoretical 

framework, the country uses fairly top-down target planning and more bottom-up target reporting. 

Monetary rewards are given to government organisations that achieve their goals. Indonesia is 

another developing country that has also adopted internal performance contracting. The country 

has embraced the NPM idea relatively slowly, but has increasingly moved toward the fulfilment 
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of some NPM principles (Haque, 2007). Similarly to Thailand, the country has also applied 

performance contracting within a BSC framework (Budiarso, 2014; Prasojo and Holidin, 2018). 

Budiarso (2014) has discussed one of the performance contracting practices within the country’s 

public service which is governed under the general accountability system. Studies by Choi (2016) 

context, especially PSAs. Choi (2016) investigated the implementation of the annual performance 

evaluation of PSAs. These studies, however, leave the latest performance contracting system for 

PSAs (introduced in 2014) underexplored. Aiming to fill this research gap, this thesis focuses on 

the PSA performance contracting system.   

2.4. Dialogue and Trust Dynamics: Towards Conceptualisation of the 

Contract Relational Arrangement  

This section presents literature that can facilitate the conceptualisation of trust through the 

inclusion of dialogue. This conceptualisation complements the institutional arrangement that has 

been established earlier by scholars, as discussed in section 2.3.2. At the same time, this section’s 

discussion is fundamental in developing both theoretical and analytical frameworks to answer the 

third research question as stated in Chapter 1: “What are the dynamics of dialogue and trust in the 

relational arrangement of the PSA performance contracting system?” The discussion starts by 

arguing the need for this conceptualisation, followed by an exploration of the trust literature, 

especially in relation to public administration and interorganisational interaction. The next part of 

the discussion focuses on dialogue, including its definition and attributes. Finally, the discussion 

turns to facilitating a space for a conjunction between dialogue and trust in contractual 

relationships.   

2.4.1. Importance of the Conceptualisation 

Trust has become an intensively discussed topic in the broader social science disciplines. 

Originally, trust was rooted in psychological and sociological theories (Kramer, 1999). 

Understanding why people trust, as well as how that trust shapes social relations, has been a central 

focus for psychologists, sociologists, political scientists, economists, anthropologists, and 

organisational behaviouralists (Lewicki et al., 1998). Along with their underpinning foundational 
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theories, these disciplines bring various approaches which lead to the conceptualisation of trust 

(Lewicki and Brinsfield 2011). The accumulation of trust research has led to a “conceptual morass” 

(Carnevalle and Wechsler, 1992, p.473) that remains daunting after two decades (Carnevalle and 

Wechsler, 1992, p.473). As explained in section 2.3.2, trust has been correlated with dialogue in 

various contexts of social relationships. In the context of contractual relationships, while Coulson 

(1998) has suggested the importance of trust in building effective relationships, some others (e.g. 

Bjørnholt and Salomonsen, 2015; Van Thiel et al., 2012) have found that dialogue plays a 

significant role in trust building.  

Table 2.3 shows that the importance of dialogue and trust in developing relationships has been 

acknowledged in various disciplines. The studies shown in the table have been conducted to 

investigate various types of relationships, such as individual-community (McDavitt et al., 2016), 

organisation-community (Ciszek, 2020; Hoang, 2019; Güemes and Resina, 2019; Mercer-

Mapstone et al. 2018), interindividual (Lewis, 2008) interorganisational (Bjørnholt and 

Salomonsen, 2015; Lumineau, 2017; Van Thiel, 2012; Van Thiel and Yesilkagit, 2011), and 

international (Head, 2012). Investigations of the two aspects of relationships were in one of two 

directions: either a single or mutual perspective. The studies in the disciplines that are correlated 

with business, such as McDavitt et al. (2016), Mercer-Mapstone et al. (2018) and Hoang (2019), 

view dialogue and trust from a single perspective: how dialogue between interacting parties could 

be designed and dedicated to improving the trust of stakeholders, including community members 

and customers. Conversely, other disciplines, such as public relations (Ciszek, 2020), personnel 

management (Lewis, 2008), and international affairs (Head, 2012) view dialogue and trust from a 

mutual perspective.  
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Table 2.4 Selected studies on dialogue and trust in various types of relationships 

Authors Study focus Study context Main points from the study results 
Mercer-
Mapstone et 
al. (2018) 

Company–
community 
relationships 

Australian 
mining 

• The more positive community members’ experiences of 
dialogue, the stronger their relationships with company 
personnel and the more they perceived that the procedures 
used by the mining industry were fair.  

• The findings provide an empirical link between fairness, 
trust, and acceptance and the quality of dialogue and of 
company-community relationships.  

• Although the authors did not include the direct relationship 
between dialogue and trust, it was found that those factors 
were correlated positively and significantly in bivariate 
analyses.  

Güemes and 
Resina, J. 
(2019) 

Public service–
citizen 
relationships 

City Council of 
Madrid (Spain)  

• The study found difficulties in measuring trust in a short 
period and thus the authors were not sure whether the 
creation of trust and cooperation between the citizens and 
public officials depended on the outcome of their 
interaction or on the fairness of the procedure.  

• The authors believe that a program that encourages 
dialogue could create the conditions for cooperation and the 
base for mutual trust. 

McDavitt et 
al. (2016) 

Researcher–
community 
relationships 

An American 
research project 

• Conducting dissemination as a dialogue with community 
members can lead to understanding of research findings that 
is well-grounded in community perspectives. 

• This type of dissemination can strengthen community–
academic partnerships, which builds community trust in 
research and researchers’ understanding of community 
concerns.  

Head (2012) International 
relationships 

Iran’s nuclear 
program 
negotiation 

• The study indicated pathways for exploring the connections 
between trust, empathy, and dialogue.  

• The challenges of this kind of exploration include 
integrating multiple levels of analysis, and the complexity 
of building trust and empathy.  

• Arguing that trust, empathy and dialogue should be 
considered as relational and dynamic concepts—both 
theoretically and empirically—ensures a nuanced and 
comprehensive approach to interrogating practice. 

Hoang 
(2019) 

Company–
customer 
relationships 

Vietnamese 
banking 
industry 

• Customer dialogue in bank marketing not only has an 
independent impact on customer loyalty but also can 
mediate the effect of customer satisfaction on loyalty and 
the relationship between customer trust and loyalty.  

• Customer trust can mediate the effect of perceived value on 
both customer dialogue and customer loyalty.  

Ciszek 
(2020) 

Public relations Communication 
professionals of 
LGBTQ 
communities 

Findings of this article suggest that trust is a precursor to 
dialogue and is impacted by cultural competency, 
organisational congruency, authenticity, and stakeholder 
empowerment 
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Authors Study focus Study context Main points from the study results 
Lewis 
(2008) 

Army 
professional 
relationships 

The US Army Lack of understanding on communication and dialogue 
within the Army profession has led to erosion of mutual trust 
among the officer corps. 

Bjørnholt 
and 
Salomonsen 
(2015) 

Contractual 
relationships 

 • Contracting is as a way to structure the dialogue between 
ministries and agencies.  

• Frequent dialogue between agencies and departments 
improves agency goal attainment.  

• There is no simple way of finding relationships between 
trust, dialogue, autonomy, control and performance in 
agencification in general or in the contractual relationships 
between departments and agencies. 

Van Thiel 
(2012) 

Contractual 
relationships 

Agencification 
in diverse 
administrations   

The authors suggest that contracts should not be seen as a 
control tool, but rather as a learning medium to improve 
mutual learning. 

Lumineau 
(2017) 

Contractual 
relationships. 

Interorganisa-
tional 
theoretical 
concept 

In contractual relationships, trust/distrust development leads 
contracting firms to renegotiate their initial contract, and in 
turn, this contractual renegotiation fosters new trust/distrust 
dynamics. 

Van Thiel 
and 
Yesilkagit 
(2011) 

Agency–
ministry 
relationships 

Dutch public 
sector 

• Proximity of agent to the principal is more important to 
agency trust than autonomy. 

• Proximity is reflected in having many contacts, including 
reporting on performance, and perhaps also in being 
involved in policy development. 

• Proximity would build trust.  

In the public sector context research, the importance of dialogue and trust in relationships emerged 

at almost the same time that the paradigm of managing public services changed. Administration 

reforms in a few developed countries in the 1980s and 1990s contributed to the paradigm change 

(Hughes, 2017). One of the impacts is a shift in viewing relationships—interindividual, 

interagency, ministry and agency, government and private sector, and public service and citizens—

from a hierarchical perspective to viewing them as agent-principal relationships. This change has 

positioned dialogue and trust as important aspects in developing relationships. Unlike trust which 

has been extensively discussed in the literature, discussion on dialogue has mainly emerged as an 

emphasis in the research on trust. Studies by Bjørnholt and Salomonsen (2015), Van Thiel (2012), 

and Van Thiel and Yesilkagit (2011), for example, mostly focused on trust in contractual 

relationships. Their findings on the importance of dialogue (or other terms which are defined 

similarly to dialogue, such as contacts, proximity, and negotiation) and its correlation with trust 

were developed from the authors’ analyses. Bjørnholt and Salomonsen (2015) find that dialogue 
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between agents and principals in contractual relationships increases goal attainment. This finding 

about dialogue as a mediator to increase performance is aligned with recommendations from an 

international study on agencification by Van Thiel et al. (2012). The authors suggest that using 

performance contracts as a detail-steering tool should be avoided and, rather, they should be used 

as a tool “to improve communication, exchange, negotiation, and mutual learning” between agents 

and principals Van Thiel et al. (2012: p.427). The importance of dialogue between agents and 

principals in contractual relationships is also underlined by Greve and Ejersbo (2005) and Van 

Thiel and Yesilkagit (2011). These authors argue that frequent contacts and dialogue increase trust 

between principals and agents. Trust can reduce uncertainty and support cooperation and 

collaboration between contracting parties within an uncertain environment (Greve and Ejersbo, 

2002). Some authors identify that ambiguous and unclear performance targets are a major 

performance management problem in the public sector (Moynihan, 2008; Vakkuri, 2010). 

Increasing trust, therefore, would increase performance. 

Despite the importance of dialogue and trust in contractual relationships found in previous public 

sector-based studies, a focus on coupling these aspects of the relational view of performance 

contracting remains muted in the agencification literature. This thesis, therefore, aims to contribute 

to this aspect of research. Due to a lack of literature focusing on conceptual discussion about 

dialogue and trust relationships in their fields of research, some authors, as identified in Table 2.4, 

such as Head (2012) and Mercer-Mapstone et al. (2018), have adopted an interdisciplinary 

conceptualisation of dialogue-trust relationships. Similar to Head (2012) and Mercer-Mapstone et 

al. (2018), this thesis finds a gap in the conceptualisation of the correspondence between dialogue 

and trust in public sector interorganisational relationships. Following Head (2012) and Mercer-

Mapstone et al.’s (2018) strategy, this thesis adopts its conceptualisation and approach to this topic 

from multiple disciplines, including public administration, sociology, performance management, 

and public procurement.  

Viewing performance contracting from a relational perspective through corresponding dialogue 

and trust in this study complements the institutional view of performance contracting that has 

already been established, as discussed in section 2.3.2. Investigations using relational frameworks 

may provide a more comprehensive picture of performance contracting practices. This thesis, 
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therefore, will study performance contracting by combining investigations of institutional and 

relational arrangements. It will investigate the institutional arrangements of performance 

contracting from the interrelatedness view of dialogue and trust, the importance of which has been 

acknowledged in the literature by numerous authors. 

2.4.2. Trust in Public Administration 

As described earlier, trust has emerged as a crucial element in the public sector (Bouckaert, 2012; 

Choudhury, 2008; Kim, 2005; Oomsels and Bouckaert, 2014). From the perspective of the public 

sector, trust is grouped into three forms: trust in the public sector, trust by the public sector, and 

trust within the public sector (Bouckaert, 2012; Van de Walle, 2011). Trust in the public sector is 

the trust by the public that the public sector and governments will fulfil their needs and 

expectations. Trust by the public sector is the trust placed by the public sector and government in 

their partnerships with the private sector and the community sector under external contracting 

schemes. Lastly, trust within the public sector is the trust built into internal contracting, including 

trust between ministries and public agencies in contractual relationships under agencification 

governance.   

A vast body of literature suggests that trust is a multifaceted construct, comprising cognitive, 

affective, behavioural, economic and ethical components, and involving multiple levels of 

analyses at the individual, group, organisational and societal levels (Ashnai, 2016; Lewicki and 

Brinsfield, 2011; McEvily and Tortiello, 2011). In line with this, most scholars (e.g. Zaheer et al., 

1998; Oomsels and Bouckaert, 2014; Kramer, 1999) maintain that trust can work either at the 

interpersonal or interorganisational level; trust at different levels is constructed differently. While 

psychology and sociology analyse trust at the personal and interpersonal level (Zaheer et al., 1998), 

studies on administration analyse trust at the organisational and interorganisational level (e.g. 

Kramer, 1998; Ashnai, 2016; Oomsels and Bouckaert, 2014). Scholars like Ashnai et al. (2016), 

Oomsels and Bouckaert (2014), and Zaheer et al. (1998) agree that both interpersonal and 

interorganisational trust are interrelated. However, Zaheer et al., (1998: p.141) states that “how 

trust translates from the individual to the organization level leads to theoretical confusion”. This 



 
Chapter 2  48 
 

is because attributing individual motivations and behaviours of trust to organisations without 

specifying the link leads to inaccuracy as it anthropomorphises the organisation.  

2.4.3. Levels of Trust Analysis 

In regard to specifying the interconnectedness between interpersonal and interorganisational trust, 

Zaheer et al. (1998) use the concept of boundary spanners to define those individuals in an 

organisation who are more closely involved, and interact more, with their counterparts than other 

members of the organisation (Friedman and Podolny, 1992 in Zaheer et al., 1998). Therefore, 

Zaheer et al. (1998: p.142) identify interpersonal trust as the extent of a boundary spanners’ trust 

in his or her counterpart in the partner organisation, and interorganisational trust as the extent of 

trust placed in the partner organisation by the boundary spanners.  

Following Zaheer et al.’s (1998) conceptualisation of boundary spanners, Oomsels and Bouckaert 

(2014) introduced “administrational” trust to address a research gap in interorganisational trust in 

public administration research. Administrational trust is a contraction between the organisational 

notion of trust, that stresses the subjective evaluations of organisational boundary spanners, and 

the administrative context in which interorganisational trust is specifically located (pp.596-597). 

According to Oomsels and Bouckaert (2014), boundary-spanning civil servants have a “dual 

personality”, which consists of a private personality and an organisational personality. They argue 

that in complex interorganisational interactions, the personal and organisational subjective 

evaluations of the boundary spanners are blended and inseparable and become the basis of 

interorganisational trust. Therefore, analysis on interorganisational trust is comprised of the micro 

level of individual characteristics, the meso level of concrete interaction characteristics, and the 

macro level of institutional arrangements (Coudhury, 2008; Oomsels and Bouckaert, 2014).  

2.4.3.1. The Micro Level 

Although most scholars have come to an agreement on the operationalisation of these analytical 

levels—micro, meso and macro—different authors may include different sets of trust in each level. 

For example, Lewicki and Bunker (1996) apply calculus-based trust by calculating the threat of 

punishment with the promise of reward as a basis for trust. This type of trust uses economic 
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interactions and transactions, comparing the benefits of creating and sustaining a relationship to 

the costs of maintaining it (Lewicki and Bunker, 1996; Rousseau et al., 1998). Therefore, the 

calculative source of trust stresses the cognitive aspects of a trustor who perceives a trustee will 

perform an action that is beneficial to the trustor (Lewis and Weigert, 1985; Rousseau et al., 1998). 

This perception is not only derived from individual calculations but also from credible information 

about the trustee provided by other parties or authorities (Rousseau et al., 1998).  

Furthermore, the development of trust is influenced by the individual’s general predisposition to 

trust other people (Kramer, 1999). Even though past social experience influences an individual's 

predisposition to trust others in social interactions, the “willingness to trust others” (Mayer et al., 

1995: p.715) of an individual tends to be stable. Moreover, Frazier et al. (2013) argue that the 

willingness is not immediately influenced by context and only changes as a result of learning from 

prior interactions.  

2.4.3.2. The Meso Level 
Although individual traits should be considered in calculating trust, Oomsels and Bouckaert (2014) 

elevate calculative trust from micro level analysis to the meso level, which involves relational 

trust. They argue that the availability of credible sources of information can only be found in the 

interactions of trustors and trustees. Concurring with this argument, some scholars (e.g. Bachman 

and Inkpen, 2011; Choudhury, 2008; Lewis and Weigart, 1985) argue that calculative decisions 

alone cannot explain trust in social interactions.  

The social interactions can vary considerably based on the different parties’ interdependency and 

exchanges (Rousseau et al., 1998). In interorganisational relationships within the public sector, 

this includes task-related, hierarchical, and contractual associations. Each of these associations 

may bring different types of inter-party exchanges with different expectations of their counterpart 

(Lewis and Weigart, 1985; Rousseau et al., 1998). The successful fulfilment of expectations will 

strengthen the willingness of the parties to trust each other (Rousseau et al., 1998).  

Although some authors (e.g. Lewis and Weigart, 1985; Rousseau et al., 1998) maintain that 

relation-based trust is focused on more emotional aspects, the dual role of boundary- spanning 
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civil servants may prevent the isolation of individual emotions from trust decisions relating to 

organisational tasks. Regarding this, some authors (e.g. Choudhury, 2008; Bachman and Inkpen, 

2011) suggest that sources of trust are not completely independent of each other. The institutional 

framework in which the relationship is located is potentially influential on the determination of 

dispositional, calculative, and relational trust.     

2.4.3.3. The Macro Level 

At the macro level, some authors (e.g. Bachman and Inkpen, 2011; Choudhury, 2008; Offe, 1999; 

Oomsels and Bouckaert, 2014; Rousseau et al., 1998) share the view that institutions are sources 

of trust. Most of these authors argue that institutions have a capacity to arrange contextual settings 

that can generate trust among the interacting actors and mediate rewards and sanctions based on 

the actors’ behaviours. This asserts a normative meaning in the institutional arrangements that 

allows people to trust (or not trust) others who are involved in the same relational institutions (Rus 

and Iglič, 2005). This includes the public administration area “where spatial and social distances 

can be of considerable magnitude” (Oomsels and Bouckaert, 2014: p.591). Kramer (1999: p.581) 

argues that “by institutionalizing trust through practices at the macro-organizational (collective) 

level, trust becomes internalized at the micro-organizational (individual) level”. 

According to Bachmann and Inkpen (2011), institutions can establish trust either directly, through 

influencing potential trustors’ behaviour to invest trust in a relationship, or more subtly through 

influencing the interaction patterns between trustors and trustees in an established relationship. 

These influences have been referred to respectively by some authors (e.g. Dimaggio and Powel, 

1983) as formal institutions, such as roles and rules, and informal institutions, like routines.  

Both formal and informal institutions can bridge unfamiliarity among actors in the decision to 
trust or refrain from doing so and can shape actor behaviour along the lines of institutionally 
provided templates. (Bachmann and Inkpen, 2011: p.288) 

According to Kramer (1999), roles can help boundary spanners to understand the personalised 

knowledge around technical competence, task-related alignment, and responsibilities or 

obligations of their counterpart. By acquiring this knowledge, a trustor can have an informed 

expectation of the trustee based on the trustee’s role. Therefore, role-based trust may be developed 
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more in the micro level than in the macro level, and established even in the absence of a history of 

prior interaction (Kramer, 1999).   

Rules are one of structural arrangements of institutions, by which individual and collective 

behaviour is oriented (Giddens, 1984 cited in Bachmann et al., 2015). This is also called 

‘institutional approach’ in political science (Lowndes and Leach 2004). Although there are never 

any guarantees that social actors will always follow and fully comply with rules, social actors tend 

to align their behaviour to the rules and create social order (Powell and DiMaggio, 1991 cited in 

Bachmann et al., 2015). While formal rules may govern role-related obligations and expectations 

of the involved actors in their interactions, some authors (e.g. Luhmann, 1997 cited in Bachmann 

et al., 2015) suggest that informal rules align expectations and provide shape and structure to social 

situations and relationships. Where both forms of rules exist, the risk of unpredictable and 

untrustworthy behaviour can be significantly reduced (Bachmann and Inkpen, 2011). Lastly, 

routines are a manifestation of rule-based practices which, according to Kramer (1999), can exert 

subtle reciprocated influences on both individuals’ perceptions of their own honesty and 

trustworthiness and their expectations and beliefs about other organisational members’ honesty 

and trustworthiness.  

2.4.4. Contractual Relationship 

Many authors (e.g. Bouckaert, 2012; Van de Walle, 2011; Van de Walle, 2017) identify that one 

of the main motivations for public sector reforms is to improve public trust in the public sector. 

Declining public trust should be responded to by reforms that can provide citizens with the public 

services they expect. It was assumed that the fulfilment of citizens’ expectations would improve 

public trust. However, the efforts to increase public trust can have the opposite impact (Van de 

Walle, 2011). The dominant tenets of NPM mean that NPM-based reforms may have brought 

about low-trust relationships between the organisations within the administration and those who 

work for them (Coulson, 1998). Conflicting views on objectives between agents and principals 

have resulted in their relationships being the subject of hard contractual frameworks, as discussed 

in section 2.3.2. Among prominent scholarly work investigating trust in the public sector, trust 

within internal performance contracting has been lacking.  
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Contracts have been used by governments in many countries as a control tool to drive agencies 

toward ministerial expectations. In regard to this, Coulson (1998) point to the importance of trust 

when discussing the empirical evidence concerning contracts in the public sector. Empirical 

evidence shows that the governments often design contracting mechanisms to help ascertain how 

far away the performance achieved has been from the targets planned (see Verhoest, 2005a). Thus, 

the processes included are mainly related to the planning and evaluation of performance. However, 

when the nature of the relationship between contracting agencies and ministries is hierarchical, 

contract implementation is very important as an intermediary stage, to ensure every effort is made 

by agencies to achieve the targeted performance. In relation to this, the relationships between 

agencies and their superior ministries may influence the agencies’ efforts and, thus, their 

performance. In addition, some authors (e.g. Oomsels and Bouckaert, 2014) suggest that the 

context is also very important in identifying trust levels. 

2.4.5. Expectations as a Dimension of Trust 
The construction of trust varies among scholars due to the different features used in characterising 

the process (Choudhury, 2008). A number of scholars (e.g. Choudhury, 2008; Klijn et al., 2010; 

McEvily and Tortiriello, 2011; Möllering, 2001; Lewis and Weigert, 1985; Zaheer et al., 1998) 

have positioned “expectation” as a central element in trust conceptions, along with vulnerability 

and risks. These authors relate the risks of vulnerability to trustees’ expected behaviours. This 

implies that trust is viewed as antecedent and its conceptualisation is restricted to trustor 

expectations. This, according to Lewis and Weigert (1985), results in analysis that is too functional 

and rational. Treating trust from a dynamic view, this thesis argues that expectation is an entrance 

from which trustors start to build trust in trustees. To result in trust, expectations need a forum 

where trustors can find fulfilment.  

Some scholars (e.g. Yamagishi et al., 1998; Kim, 2005) use several forms to describe what a trustor 

can expect from a trustee. They include commitment, benevolence, honesty, competency, and 

fairness. Of these dimensions, Kramer (1996: p.604) argues that commitment is the most cited 

dimension of perceived trustworthiness in administration. Unlike some sociology scholars (e.g. 

Kollock, 1994; Yamagishi et al., 1998) who view commitment and trust as separated variables that 
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support exchanges and relationships, scholars from the administration field of research (e.g. Kim, 

2005; Kramer, 1999) view commitment as the main support for trust at both the interpersonal and 

institutional level, and assert that it can also be applied interchangeably between levels. From this 

point of view, trustworthiness is the commitment that can be expected by a trustor from a trustee 

in a contracting relationship. 

Although McEvily and Tortiello (2011) suggest that researchers should separate the perceived 

trustworthiness from the enactment of trust behaviours in their studies, analyses of commitment 

from both perspectives may support each other and be relevant. For example, Yamagishi et al. 

(1998) use the trustworthiness characteristic of being “committed” to define commitment in a 

behavioural manner, while Levi (1998) defines commitment as “the encapsulated interest… to act 

according to a certain standard” (p.86). The extent of this encapsulated interest is more than just 

simple prediction, which means that even if the act of the trustee is predictable, the trustee is not 

considered committed if he or she does not take the trustor’s interests into account in his or her act 

(Hardin, 1993).  

In the public sector, it is important that both trustors and trustees rely on each other in relation to 

trust, including in relation to how their expectations in trusting relationships are fulfilled (see 

Bouckaert, 2012; van de Walle, 2017). Therefore, there is a need to conceptualise forums where 

the trusting parties can set expectations of each other and how these expectations can be fulfilled 

by each other, from which trust is then obtained.   

2.4.6. Trust Signals 
As mentioned earlier, trust literature has suggested that investigations on trust should be based on 

behaviours. However, identification of trusting behaviours in the literature has been limited. Some 

authors attach trusting behaviours to general terms, such as risk taking (Lewis and Weigert, 1985; 

Möllering, 2001), opportunistic behaviours (Klijn et al., 2010), and justifiability (Hosmer, 1995). 

Most attempts (e.g. Lumineau, 2017) to measure trust levels through behaviours rely on 

quantification of the behaviours and are less linked to clearly defined trusting actions. This thesis 

argues that trusting actions are a more reliable measure of trust since the action reflects a long 

cognitive-affective-psychomotor process of trust from a social actor. Conversely, behavioural 
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quantification limits investigations to the cognitive and affective levels of trust development, 

which may result in different action.  

Three behaviours—exit, voice, and loyalty— from Hirschman’s (1970) theory have been widely 

deployed by scholars in conducting empirical research. This has been done in various fields of 

study, such as personnel management (Farrell, 1983; de Gilder, 2003; Rusbult et al., 1988), 

marketing (Haenlein and Kaplan, 2012), personal relationship studies (Rusbult et al., 1982), 

political science (Birch, 1975), public policy (Raaphorst and Van de Walle, 2018), and public 

administration (Witt, 2011). Most of these studies have analysed the three behaviours as responses 

to the satisfaction of employees, customers and citizens. Originally rooted in organisational 

literature, Hirschman (1970) introduced the three behaviours to conceptualise responses of 

organisational members when experiencing dissatisfaction during a deteriorating time in the 

organisation as a result of “unspecified random causes” (p.4). Within this institutional 

environment, an organisation member might have set an expectation in their relationship with the 

management. The occurrence of deterioration might cause a failure in fulfilling the expectation 

and, hence, lead the actor to respond to the situation according to Hirschman’s (1970) three 

strategies. The first of these is “exit”, which “is equivalent to voluntary separation or turnover from 

the job” (Farrel, 1986: p.597). Second, “voice” is defined as an attempt to improve the conditions 

by providing feedback and having discussions with other organisation members and supervisors 

(Hirschman, 1970; Rusbult et al., 1988). Lastly, “loyalty” refers to a condition where an 

organisation member responds to the deterioration by deciding to stay in the organisation while 

expecting that someone or something can improve the matter (Hirschman, 1970).  

The adoption of this theory in various areas of research requires some adjustments. Rusbult et al. 

(1982) from the human relationship area, for example, introduced another behaviour-based 

response, called “neglect”. In an attempt to conceptualise the behaviours, Rusbult et al. (1988) 

introduced two dimensions in order to separate responding behaviours. The first dimension is 

active/passive, indicating the nature of the social actors’ actions; the second dimension is 

constructive/destructive, indicating whether the actors involved maintain or leave the relationship. 

Based on this dimension, Rusbult et al. (1988) put the behaviours into four quadrants: exit in the 
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active-destructive dimension, voice in the active-constructive dimension, loyalty in the passive-

constructive dimensions, and neglect in the passive-destructive dimension.  

In the public sector trust literature, Raaphorst and Van de Walle (2018) adopt two of Hirschman’s 

(1970) three strategies—exit and voice. Raaphorst and Van de Walle (2018) describe some 

possible behaviours used by citizens to signal levels of trust in public organisations when services 

provided by public organisations are not satisfactory. Exit can take many different forms; for 

instance, creating alternative services similar to those provided by the government. Parents may 

decide to home-school their children or set up their own care initiative for disabled children 

(Gofen, 2015). Exit can also mean moving from public to private service providers (Raaphorst and 

Van de Walle 2018). A fundamental condition that enables this choice of behaviour is a 

competitive market where multiple options of services are available. However, citizens can also 

totally end their consumption of a public service altogether; anti-vaccination movements are one 

example (Raaphorst and Van de Walle, 2018). Furthermore, Rokkan (1974) introduces a “non-

entry” condition, where citizens do not want to even start using public service.  

Voice is a citizen’s response to a perceived decline in a (public) organisation (Raaphorst and Van 

de Walle, 2018). Such voice can consist of formal and informal complaints through various 

channels, such as ombudsmen, social media, and political fora. Voice can be a powerful signal and 

is especially important for monitoring public services for which citizens do not always have other 

alternatives (Dowding and John, 2012). According to Raaphorst and Van de Walle (2018), voice 

can go beyond the available communication channels; for example, it can be expressed through 

aggression towards public servants to signal discontent or frustration. When citizens use voice, 

they signal a problem in the organisation. This signal can then be used by the organisation to 

identify and solve the problem. Voice can become more political when citizens take their 

complaints to a political forum. For example, voice can be shown by voting for an anti-system 

party or a party that promises to replace a wasteful government. Voice can also be organised 

collectively, and then becomes visible in organised interest groups, consumer committees, or more 

ad hoc protests against public sector organisations. Examples include protests against 

discriminatory police practices or the planned construction of a centre for asylum seekers. Voice 

can be a powerful signal and is often confrontational; as noted, it is especially important for 
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monitoring within a public sector context where citizens do not always have the option of stopping 

their interaction with a public service (Dowding and John, 2012). 

2.4.7. Perspective of Dialogue  

 A number of authors suggest dialogue as a miracle solution to most human relationship problems. 

In practice, however, this view often restricted or simplified (Golob and Podnar, 2011; Gustavsen, 

2015). Golob and Podnar (2011) argue that this restricted view is not sufficient for picturing the 

complexity of social interactions and that, therefore, there is a need for a broader view. This 

broader view includes studies of trust, a concept which have been central in the public 

administration and management literature.  The research in this area has examined various issues, 

such as public service accountability (Roberts, 2002), performance measurement (Laihonen and 

Mäntylä, 2017), and performance contracting (Kristensen, 2017; Bjørnholt and Salomonsen, 

2015). Like trust, dialogue is also viewed as both a complex and common concept, which most 

scholars understand as a message to ensure commitment and loyalty among the involved parties 

(Golob and Podnar, 2011; Gustavsen, 2015). Both commitment and loyalty, in turn, have been 

widely accepted as indicators by which trust can be observed. 

Dialogue can be viewed as both an actionable skill and a philosophical concept (Isaac, 2001: 

p.709). Thought the first of these lenses, dialogue is viewed as a set of principles or processes 

which lead to deliberate efforts from interacting actors to achieve dialogistic communication. 

Thus, dialogue is defined as a form of verbal communication where the actors get involved in 

interactions, aiming to achieve coherent thought (Bohm, 1996) and facilitate a new construct of 

the collective mind (Isaacs, 2001; Simpson et al., 2004). In the literature, dialogue has often been 

linked to discussion. According to Senge (2006), discussion and dialogue are in the same 

continuum of communication, where dialogue is used to explore complex issues and a richer 

understanding of the issues is collectively attained, while discussion is where the decisions are 

made. Moreover, discussion produces win-lose outcomes while dialogue is cooperative and 

produces, by its nature, win-win outcomes (Simpson et al., 2004); dialogue aims to gain insights 

that simply could not be achieved individually (Senge, 2006). Given its role in gaining individual 
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insights from the collective mind, dialogue has also been associated with learning (see Senge, 

2006).  

Through a philosophical lens, on the other hand, dialogue is viewed in a broader perspective which 

allows descriptive conceptualisation (Golob and Podnar, 2011; Steward and Zediker, 2000). In this 

descriptive account, the term “dialogic relations” is conceptualised to reveal the relations between 

social actors which are embodied in “a reciprocally responsive relation to each other” (Shorter, 

2000: p.124). According to Shorter (2000), these relations only emerge from incremental 

occurrence and are shaped by a complex mixture of influences present at that moment and by 

influences in the extraverbal surroundings. Therefore, a superficial message being communicated 

with the deeper assumptions and meanings that underpin the message is a critical feature of 

dialogue (Simpson et al., 2004: p.48). Along the same vein, Isaacs’ (2001) model of dialogue 

allows the development of the dialogic interactions of social actors, from fragmentation of thought 

to collective thought, through either face-to-face or thought interaction. This implies that the 

development of dialogistic interactions may result in different dialogue characteristics, depending 

on the complexity of fragmentation in various tacit thoughts and the face-to-face patterns, moving 

towards a self-consciousness of the wholeness. This view of dialogue is not limited only to 

communicative interactions, but also includes other forms of interaction, such as social, relational, 

or interactional human meaning-making practices. Therefore, descriptive accounts of the dialogue 

process are important specifically for the communication literature as well as for wider humanities 

studies (Steward and Zediker, 2000). The connection to wider humanities studies enables research 

on dialogue to investigate various human interaction contexts. In agreement with this line of 

thinking, this thesis maintains that viewing dialogue through this philosophical lens facilitates the 

incorporation of dialogue study in the context of interorganisational trust. This adoption is a 

necessary process to produce a conceptual contribution to multidisciplinary research, given that 

the conceptualisation and study of the interrelated aspects of dialogue and trust have been limited 

in the literature. The following two subsections are therefore dedicated to incorporating dialogue 

into a conception of interorganisational trust. 
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2.4.8. Dialogic Relations Where Different Expectations can Meet 

Isaacs (2001) introduces the conception of dialogue as a “container” to develop dialogistic 

communications. This container is defined as “a setting in which the intensity of human thoughts 

and feelings could emerge under control and allow something new to be forged” (Isaacs, 2001: 

p.724), and is viewed as a forum “to enable participants to see, in effect, the water in which they 

have been swimming, so that they may influence it consciously” (p.734). Within the container, the 

participants may develop dialogic relations through phases that navigate possible crises for both 

individuals and the overall participants, until the maturity of the dialogue is achieved. In the first 

phase, participants have latent wishes or hopes for a new association, whilst at the same time there 

is also paradigm that almost all critical issues may ignite a clash. In the second phase, participants 

struggle with the polarisation of ideas and the search for new “rules” from those who have more 

power. In the third phase, the participants are able to emerge into a deeper level of exchange with 

one another. Finally, in the fourth phase, participants can think based on a collective perception, 

and this then leads to a new kind of meaning.  

The development of dialogue under Isaacs’ model is not only influenced by the face-to-face and 

field dynamics mentioned earlier, but also requires several conditions, such as the suspension of 

assumptions and the willingness to treat others as colleagues (Bohm, 1996; Isaacs, 2001; 

Yankelovich, 1999). Suspending assumptions means the participants are aware of their 

assumptions and hold them up for examination because dialogue cannot be progressed if they 

rigidly hold on to their opinions. This allows participants to assess their own assumptions (Senge, 

2006) and let the dialogue occur (Bohm, 1996). Seeing each other as colleagues is critical to 

establishing a positive tone and a sense of security, given the mutual risks that dialogue brings. 

This allows the participants to see each other as being in a mutual quest for deeper insight and 

clarity. The process of building dialogue is, however, by no means without its difficulties (Simpson 

et al., 2004). In hierarchical bureaucracy, for example, the second condition above might not be 

fulfilled (Bohm, 1996). Those in authority are very likely to be positioned at a “higher level” than 

subordinates in interactions. This, consequently, prevents their interactions from fostering 

dialogue. 
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2.4.9. Dialogue and Expectation in Contractual Relationships 

Regardless of the contextual conditions in which dialogue can optimally develop, Walton and 

Krabbe (1995) identify six types of dialogue, as presented in Table 2.5. These are persuasion, 

negotiation, inquiry, deliberation, information seeking, and eristic dialogue. While all the dialogue 

types may occur in personal interactions, some authors (e.g. Reed, 1998) exclude eristic dialogue 

from occurring in formal and interorganisational relationships due to its contexts related to 

physical fighting. Similarly, the other two dialogue types, namely persuasion and negotiation, also 

emerged in conflict conditions where both conflicting parties aimed to offer arguments of their 

own (persuasion) and accommodate each party’s interests (negotiation). While the former dialogue 

type is directed to resolving conflicts of interests, the latter welcomes agreements that may result 

from a series of trade-offs or deals.   

Table 2.5 Dialogue typology 

Type Initial situation Dialogue theme Participant’s aims 

Persuasion Conflicting points of 
view  

Resolution of such conflicts  Persuade the other(s)  

Negotiation Conflict of interests  Making a deal Get the best out of it for 
oneself 

Inquiry General ignorance Growth of knowledge and 
agreement 

Find a “proof” or destroy 
one 

Deliberation Need for action and 
cooperation 

Reaching a decision Influence outcome 

Information 
seeking 

Personal ignorance Spreading knowledge and 
revealing positions 

Gain, pass on, show, or hide 
personal knowledge 

Eristic Conflict and 
antagonism 

Reaching a (provisional) 
accommodation in a relationship 

Strike the other party and 
win in the eyes of onlookers 

Source: Adapted from Walton and Krabbe (1995). 

Unlike these types of dialogue which may emerge from a conflict, the inquiry dialogue starts from 

a perceived lack of knowledge where the participants are trying to establish truth or falsity. A 

deliberation dialogue, on the other hand, represents the process of forming a plan of action. The 

aim of this dialogue is to influence the agreement to the benefit of the contracted parties. Even 
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though it bears some similarities to negotiation, it is usually oriented around the discussion of a 

proposal. Lastly, information-seeking dialogues are initiated with another party to retrieve a piece 

of knowledge.  

An important basis for the typology of dialogues developed by Walton and Krabbe (1995) is the 

type of commitments that may be brought by social actors into dialogistic interactions (Walton, 

1992; Walton and Macagno, 2007). While the commitments are identified as collective rather than 

individual, it is also acknowledged that the actors may bring irrelevant and conflicting 

commitments (Walton, 1992), and may even be without initial commitments (McBurney et al., 

2007). Along with the initial commitments, under contractual relationships the actors may expect 

particular commitments from each other. Dialogue in this situation then becomes a forum to meet 

an actor’s contextual commitment with their counterpart’s expectations of the commitment of the 

actor. This implies the view of dialogue as a “container” (Isaacs, 2011) where the interacting actors 

can rely on each other upon the fulfilment of their expectations in the form of commitments 

brought by each other in dialogue. 

Referring to the performance management literature, which uses contractual relationships as a 

context for describing dialogue, there are very few authors who investigate particular contract 

systems through a comprehensive approach, describing the expectations and dialogue of related 

actors within the contract processes from planning to evaluation. Yet a number of concepts, such 

as “competitive dialogue” (e.g. Hoezen et al., 2012; Uttam and Le Lann Roos, 2015) and 

“performance dialogue” (e.g. Laihonen and Mäntylä, 2017) have been employed by scholars to 

investigate the dynamics of dialogue. The concepts of competitive dialogue and performance 

dialogue tend to specifically conceptualise dialogue in the planning stage and the evaluation stage, 

respectively. This thesis proposes a system approach that sees a contract as covering three stages: 

planning, implementation, and evaluation.  

It could be argued that different contract stages bring different dominant themes by which 

dialogues are characterised, and thus lead to different types of dialogue. In “competitive dialogue”, 

dialogue is aimed at aligning the complex demands of principals with possible solutions that 

agencies have to offer, and may result in contract specifications (Hoezen et al., 2012; Uttam and 
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Le Lann Roos, 2015). Hoezen et al. (2012) maintain that in competitive dialogue procedures, both 

parties go through an iterative negotiations-commitments-negotiations process until coming to 

agreement on contract specifications. In negotiations, both parties come to formal bargaining 

sessions which allow agreement seeking through several mechanisms where the parties discuss 

their expectations of the contract specifications, and discuss explicit individual and mutual goals, 

ideas and information about possible project tasks and outcomes, and basic differences in 

perception between the parties.  

In the evaluation stage, “performance dialogue” is utilised to highlight the success or failure of 

contracted agents, using performance data. This helps the parties to make important decisions, 

including about rewards for achieving targets (Moynihan, 2005; Hammerschmid et al., 2013). The 

purpose of the dialogue is to identify and disseminate the reasons why success occurs (Moynihan, 

2005). In performance dialogue, performance data is shared for discussion, where both agencies 

and principals collectively examine the information, consider its significance, and decide what 

effects performance will have (Laihonen and Mäntylä, 2017; Moynihan, 2008). Emphasising 

learning as the objective of dialogue, the concept goes far beyond the practical use of performance 

data, as revealed by some researchers, such as Behn (2003) and Hammerschmid et al. (2013). 

These authors identify that some of the uses of performance data are to evaluate, monitor, and 

assess individual and organisational performance against the requirements expected by their 

superiors and at the same time celebrate and promote accomplishments, and provide motivation 

for improvements.  

2.5. Summary of Gaps in the Literature 
Agencification has been motivated by a movement to give an extent of freedom from various 

arrangements associated with old bureaucracy traditions. Hence, the definition of public agencies 

has been mainly focused on autonomy, as this has been the purpose for which the agencies have 

been designed. Some authors, therefore, have used autonomy to differentiate an agency type from 

other types. Most authors have grouped public agencies based on their levels of autonomy and 

placed them along an autonomy continuum. However, agency taxonomies that have resulted from 

this approach have viewed autonomy as accumulation; they have tended to abandon various 
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autonomy aspects of agencies which go in different directions. Attempting to accommodate 

combinations of various autonomy aspects which do not always go in the same direction would 

produce approaches that suit Indonesian agencification, as it has resulted in the establishment of 

various agency types with combinations of different levels of various autonomy aspects.  

The agencification literature has identified a need to discuss the balance of autonomy with control 

mechanisms, to ensure accountability is maintained by agencification governance. Many studies 

have successfully described the practice of granting autonomy and control over public agencies in 

many different administrations. However, these pictures have been presented in a comparative 

way, and have lacked explanations about the correspondence between autonomy and control. One 

alternative way to respond to this research problem is to investigate contract practice. Contracting 

has been accepted by numerous agency scholars as important agency element. However, the larger 

part of the literature on this element focuses on contracting out, especially in the case of public-

private partnerships, while a smaller proportion of this literature relates to performance 

contracting. In addition to this research gap, some scholars have suggested investigations into the 

agency element should be conducted from an institutional and relational perspective. One of the 

ways to view the institutional aspects of contracts is by identifying hard and soft contract versions. 

Scholars have identified the hard version of a contract as NPM-like contractualisation, and the soft 

version as more network-oriented. In line with the latter contractualisation approach, dialogue and 

trust have been suggested in the literature as critical aspects in developing performance contracts 

that achieve optimum results. These two aspects—dialogue and trust—have been discussed 

separately in the literature, although they have been identified as being interconnected with each 

other. This interconnection, however, has not been elaborated on extensively, especially in terms 

of what research framework could be used to explain the interconnection. 

The literature review presented in this chapter has identified that the major gap in the 

agencification literature is how the autonomy and control attached to public sector agencies 

correspond. This highlighted the need to explore several fields of research within the literature, 

namely autonomy, control, and performance contracting. Investigation of this autonomy-control 

correlation is crucial, as agencification is a delegation of power from principals to agencies, and 

hence principals may require accountability for this power delegation. In terms of the research 
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context, this thesis also fills a gap in the literature by capturing a more comprehensive picture of 

agencification in Indonesia
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Chapter 3:                                                                                
The Research Context 

3.1. Introduction  

The agencification literature has embraced contexts as a critical aspect in understanding the 

meaning of agencification practice (Dan, 2014; Verhoest et al., 2012). Prescribed agency models 

promoted by multilateral bodies have been partially adopted and hybridised within the social, 

political, and administrative circumstances where agencification is practised. Given the 

importance of context, this chapter will show how contextual aspects influence the practice of 

agencification in Indonesia, and thus performance contracting with the studied agency type, the 

public service agency (PSA). In doing so, this chapter covers the social and political history of 

various reforms that have occurred since the multiple crises of 1997; the agencification movement, 

including the establishment of PSAs; the governance of PSAs; performance contracting in 

Indonesian administration generally; and performance contracting in PSA governance.  

3.2. Social and Political History of Various Reforms in Indonesia   

Indonesia is a unitary presidential democracy with three tiers of government: central government, 

province, and regency or municipality. As well as experimentation with a federal system during 

the period 1955–1959, the unitary system has experienced several shifts from centralised to a more 

decentralised government. Since Indonesia’s independence in 1945, the country has experienced 

two long periods of leader-centred democratic regimes: the Old Order under Sukarno’s leadership 

(1945–1966) and the New Order under Suharto’s presidency (1967–1998). Suharto, who came to 

power after the political crisis of 1965, improved the country’s economic performance and hence 

led the country as it became one of Asia’s emerging economies, with over seven per cent per 

annum economic growth (Hill, 1996; McLeod, 2006; Wardhana, 2004). In spite of this economic 

performance, the 1997 financial crisis had a devastating effect on economic conditions. The 

general public’s response to this crisis was to ask the Government of Indonesia (GoI) to carry out 

public sector reform to compensate for the destructive effects of a dysfunctional politico-
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administrative system on the provision of clean and fair government (Prasojo and Holidin, 2018). 

Public distrust in reform achievements and cumulative political administrative failures from the 

prolonged practice of corruption and maladministration meant that the regime was finally unable 

to stay in power. 

The fall of the New Order regime in 1998 was succeeded by the Era Reformasi (the Reform Era), 

and Indonesia entered a period of intense reform (Brinkerhoff and Wetterberg, 2013). Reform 

initiatives were not only intended to recover economic conditions, but also to address citizen 

dissatisfaction around KKN (korupsi, kolusi dan nepotisme or corruption, collusion, and nepotism) 

practice, the unfair distribution of resources, and authoritarian government. A series of reform 

initiatives conducted by the country over the two decades of the Reform Era is illustrated in Figure 

3.1. In general, the initiatives can be grouped into three themes: economic reform, political reform, 

and administrative reform. Economic reform was the first priority of the GoI, in order to survive 

the 1997 financial crisis. With the assistance of the IMF, the government recovered from the 

economic impact of the crisis during the final period of Suharto’s presidency and during the early 

reform era through programs that targeted the country’s financial structure, such as privatisation, 

central bank independence, and the banking system (Boediono, 2002; Indrawati, 2002). Although 

this type of economic reform might have brought changes to the country’s public sector, this thesis 

argues that the reform did not significantly influence the administration system, especially in 

relation to agencification policy.  
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Figure 3.1 Reform initiatives after the New Order era 
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Unlike economic reform, political reform and administrative reform had impacts on agencification 

in Indonesia. In general, it can be considered that both of these types of reform are related because 

some aspects of political reform, such as relationships between national and subnational levels of 

government, had implications for administrative reforms. Political reform can be seen as either a 

reform theme or a type of reform. Given the restructuring of the political system, including the 

legislature-executive relationship and the system of democracy, political reform as a reform type 

had implications for decentralisation reforms. The administrative reform theme, as shown in 

Figure 3.1, not only encompassed decentralisation reform, as political reform also did, but also 

other branches of reform: bureaucracy reform and public finance management reform. These 

various reforms have supported agencification in Indonesia through the spirit of autonomisation 

and the restructuring of the administration system and public service governance.  

It is important to note that agencification has not been formally acknowledged in the country’s 

reform programs, yet the movement has resulted in a proliferation of agency-typed public 

organisations that have significantly influenced the structure on which delivery of government 

functions mostly relies. Given the importance of the identified reforms in driving agencification, 

the following two subsections provide a summary of relevant political and administrative reforms. 

3.2.1. Political Reform and Decentralisation 
Political reform was aimed at reconstructing the country’s democracy system, including the 

distribution of and relationships between the executive, legislative and judicative powers, and 

relationships between the central government and local government (Asshiddiqie, 2006; Toha, 

2008). The failure of the New Order to build public trust, which led to public unrest and the fall of 

the regime, was the background of the reform. Under the new age of reform, the country amended 

its constitution, making a fundamental change to allow political power-sharing between the 

President, Dewan Perwakilan Rakyat or the House of Representatives, Dewan Perwakilan Daerah 

or the Senate, Mahkamah Agung or the Supreme Court, Mahkamah Konstitusi or the Constitutional 

Court, and Badan Pemeriksa Keuangan or the Audit Board (Asshiddiqie, 2003; Prasojo and 

Holidin, 2018). 
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Political reform was prioritised during the first phase of the Reform Era. The reform mainly 

emphasised “freedom of the press, … free and fair elections, and reduced political and economic 

roles of the military” (Brinkerhoff and Wetterberg, 2013: pp.440-442). This reform has resulted in 

the reduction of the role of the military in the political arena, a balancing of power between the 

legislative and executive branches, direct president elections, and autonomisation of local 

governments. Through a series of constitutional amendments, the President and Vice President are 

now elected by citizens. These successful political shifts have resulted in Indonesia becoming a 

leading democratic country in Southeast Asia (Kimura, 2011). As a result of the reform initiatives, 

political parties have been positioned in a central role in accommodating national interests and 

driving governments to fulfill the country’s objectives. Even though the country follows a 

presidential democracy system, it could be argued that the accommodation within the government 

structure of political constellations of power resulting from general elections is unavoidable. 

Aligning with political reform at the national level, under the Local Government Law (with several 

amendments, the latest one being law number 34/2014), the election of local government leaders 

follows the same template. The governor and vice governor of a province, mayor and vice mayor 

of a municipality, and regent and vice regent of a district are directly elected by constituents 

through general elections. Involving massive transfers of resources, responsibilities, and authority 

from the central government to local governments, decentralisation reform took a big bang 

approach, with ambitious policies (Falleti, 2005; Hill and Vidyattama, 2016). This reform has had 

political and administrative consequences. In the political sphere, the reform has intensified 

competition for political and bureaucracy positions among subnational elites, and has resulted in 

the proliferation of local governments (Disprose et al., 2019; Hill and Vidyattama, 2019; Talitha 

et al., 2019). As at the national level, the direct election democracy system has resulted in local 

governments being politically influenced by elites, and in political power structures in the local 

parliaments balancing the power of the elected leaders who might be not affiliated to the winning 

parties or coalitions. The appointment of professional positions in the bureaucracy is therefore 

unavoidably influenced by the political competition. Similarly, splitting provinces, districts and 

sub-districts into smaller units may result from political competition among local leaders who are 

aligned in terms of the concentration of resources, ethno-religious group, or local geography 
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(Dispose et al., 2019; Talitha, 2019). From 1999 to 2019 the number of provinces has grown from 

twenty-seven to thirty-four, while districts and municipalities have proliferated from 299 to 514 

(Talitha et al., 2019; Ministry of Home Affairs, 2020). These proliferations have increased the 

number of subnational leadership positions in the executive and legislature and created thousands 

of new civil service positions. 

The circumstances resulting from political reform and decentralisation have positioned political 

parties and political actors as important elements shaping politician-bureaucracy relationships. 

Furthermore, the assertion of political power through democratic competition, and thus the desire 

by politicians to maintain dominance over the government, might have led to the choice of an 

“arm’s length” design between ministries and politicians and between the ministries and agencies. 

This design obviously has implications for the autonomy construction of agencies. On the 

subnational level, autonomy given to local governments has allowed them to duplicate what has 

been created by the central government, including government agencies.  

3.2.2. Administrative Reforms  
A motivation to improve the public sector did not only drive the country to reform its political 

structure, but also its administration. Reforms to administrative aspects of the public sector have 

been acknowledged to be a response to poor achievement of public services due to a lack of sound 

governance and to dysfunctional civil servant mindsets and attitudes (Government of Indonesia, 

2014; President of the Republic Indonesia, 2010). Administrative reform is therefore aimed at 

improving public services by promoting a sound management system and values that enable the 

public sector to think and behave in ways that will achieve customer satisfaction (Prasojo and 

Holidin, 2018). Unlike economic and political reforms that had been mainstreamed in the early 

reform era, the administrative reform agenda was left behind and became to some extent 

problematic due to the absence of a grand design (Prasojo and Holidin, 2018).  

As well as decentralisation, the administrative reform initiatives had two other branches: 

“bureaucracy reform” (a term the government used in various public promotions and legal 

products) or “public service reform” (Tjiptono, 2006); and “public finance management reform” 

(Mir and Sutiyono, 2013). After experiencing sporadic and pragmatic changes, without an 
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underlying design, for more than a decade, the administrative reforms culminated in a Presidential 

Regulation (number 81/2010) stipulating a national grand design for bureaucratic reforms 

(Holidin, 2016). This was followed by the enactment of a law (number 5/2014) related to public 

servants, and the reform entered a new phase where more structured initiatives were implemented, 

coordinated by the Ministry of Apparatus and Bureaucracy Reform (MoABR). Administrative 

reform promoted the use of managerial tools in relation to developing an organisational culture 

and environment conducive to the eradication of unprofessional practices in the bureaucracy, and 

the management of human resources in a way that ensures neutrality and fairness through the 

implementation of sound personnel management (Brinkerhoff and Wetterberg, 2013; Minister of 

ABR Decree number 15/2008).  

Numerous authors (e.g. McLeod, 2006; Brinkerhoff and Wetterberg, 2013) have suggested the 

improvement of public service salary payment. In observing Indonesian civil service human 

resource management, McLeod (2006) found a weak “pay for performance” system. The author, 

therefore, suggested the development of a performance-linked payment system in which the human 

resource management practices of organisations could emulate competition among individuals and 

organisations. In line with this suggestion, the GoI has developed performance evaluation systems 

that enable monitoring of individual and organisational performance. Under these systems, 

performance contracting has been implemented, using performance indicators that can be 

compared against achievements, and which thus involve goal attainment. Under the reformed 

administration system, performance contracts are written documents that allow principals to drive 

their agents to achieve the agreed performance targets.  

The government has embraced three types of performance contracting systems, as can be seen in 

Figure 3.2. The first is a contracting system called perjanjian kinerja (performance agreements). 

This type of contract is attached to the 2014 accountability system of government institutional 

performance called Sistem Akuntabilitas Kinerja Instansi Pemerintah or Accountability System 

for Government Institution Performance (ASGIP). On the national level, the system encompasses 

all ministerial departments and most agencies. The agreements are signed by both parties: 

ministers (or senior officials) and top executives of ministerial departments or agencies. 

Performance agreements are implemented to build organisational commitment that, at the end of 
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the year, is used to measure organisational performance. However, there is very limited evidence 

to show the achieved performance measure offers any benefits for either the organisations or 

individuals in the organisations.  

 
Figure 3.2 Various performance contracting systems in the Indonesian public sector 

Another type of performance contracting system which is also included in the national 

administrative system is called satuan kinerja pegawai, or employee performance units. This 

system was introduced in 2013 under the National Civil Service Agency Decree number 1/2013 

on performance measurement of civil servants. Unlike the previous type of contracts, these 

contracts are made on an individual basis and linked to individual financial incentives. The 

contracts are designed to represent the commitments of individual civil servants—from the lowest 

to the highest managerial levels—to their superiors to achieve the performance targets. Supported 

by the government, the system is attached to bureaucratic reform programs by linking the 

assessment of the reform programs at the ministerial level with ministerial performance incentives. 

A satisfactory result from the assessment has budget allocation consequences, with a remuneration 
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increase for the successful ministries1. Besides the implementation of the two contract models over 

all organisational units and individuals in the public service, in 2014, the government introduced 

a new tradition of performance contracting specifically for PSAs. This contract model is known as 

kontrak kinerja, or performance contracts (Directorate General Treasury, 2015). This contract type 

is further discussed in section 3.4. 

The Ministry of Finance (MoF) has been acknowledged as a leading ministry in driving reforms 

(Budiarso, 2014; Prasojo and Holidin, 2018). In particular, Prasojo and Holidin (2018) pointed out 

the vital role of Sri Mulyani in her initial position as Minister of Finance (she has now been in the 

role for a second time under the Joko Widodo presidency). The ministry’s successful leadership in 

delivering performance management reform within its own department through the 

implementation of a Balanced Scorecard (BSC) positioned the ministry, in partnership with 

MoABR, as a model for bureaucracy reform on the national level. Almost at the same time as 

undertaking these internal reforms, the ministry also reformed the country’s colonial-era public 

financial management system through the enactment of three new laws: the State Finance Law 

(number 17/2003), the State Treasury Law (number 1/2004), and the State Financial Audit Law 

(number 15/2004). This package of regulations is well known as having launched public financial 

management reform (see Budiarso, 2014; Choi, 2016; Prasojo and Holidin, 2018; Mir and 

Sutiyono, 2013; Waluyo, 2018). As stipulated in this set of regulations, the reform accommodated 

performance-based budgeting, role distributions between ministries and MoF and between 

authorities within ministries, and modernisation of the financial reporting system through the 

implementation of accrual accounting. In conjunction with other parts of public sector reform, the 

regulations also accommodated changes resulting from political and decentralisation reforms. 

Included in the public financial management reform is the financial relationship between the 

 
 

1 Under this system, the President stipulates an individual regulation for ministries which successfully achieve good 
performance of bureaucracy reform deliveries. Since 2015, the reform achievement–remuneration increase link can 
be seen in presidential regulations on the performance incentives of civil servants. For examples of this, see President 
Regulation Number 138/2015 on performance incentives for the civil service in the Ministry of Research, Technology 
and Higher Education, President Regulation Number 127/2018 on performance incentives for the civil service in the 
Ministry of Health, and President Regulation Number 8/2020 on performance incentives for the civil service in the 
Supreme Court and its Subsidiary Judicial Institutions.  
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central government and local governments. Regulations around this issue allow allocation of the 

national budget distribution to the local governments in the forms of Dana Alokasi Umum or 

General Allocation Fund, Dana Alokasi Khusus or Specific Allocation Fund, and Dana Bagi Hasil 

or Revenue Sharing Fund. Structural relationship changes between the President and the Audit 

Board are also accommodated in the State Financial Audit Law. Lastly, the reform also brought 

about the liberalisation of public services through the introduction of PSAs.  

3.3. Agencification in Indonesia  

Since the country’s independence in 1945, the GoI has, at various time, undertaken administrative 

reforms on the structure of government bodies (Thoha, 2008). The establishment of agency-type 

organisations is motivated by the need to autonomise public organisations from ministries due to 

the inefficient hierarchical nature of the traditional ministerial departments (Ayu, 2009). The 

constitutional amendments after the Suharto regime have resulted in the establishment of various 

organisational forms which are grouped by Asshiddiqie (2003) into two levels of public agency 

creation. First, existing state bodies, such as the Army, the National Police and the Central Bank, 

were transformed into agencies whose autonomy from government influence was increased. 

Second, special agencies were created which are independent and often overlap executive 

functions with judicative and legislative functions. Some special agencies which are designed to 

involve community members and professionals from outside the government in their management 

(Ayu, 2009) can also be included in the second level of agency creation. 

In the central government, since the beginning of the post-Suharto regime and the Era Reformasi 

(the Reform Era), the development of public management in the Western hemisphere has 

influenced the GoI to experiment with its administrative arrangements (Asshiddiqie, 2006). The 

wave of deregulation, de-bureaucratisation, decentralisation, privatisation, and de-concentration in 

the wider environment impacted the country’s choice of new government institutions. Injecting 

partly legislative and judicative functions into public sector institutions has not been an uncommon 

practice. Purification of the regulatory functions of executive bodies from service delivery has also 

been an emphasis of administration reform in Indonesia. The new bodies resulting from these 

initiatives have some degree of autonomy in terms of their political and managerial characteristics. 
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Agency reform in Indonesia has resulted in four groups of government agencies: non-ministerial 

agencies (NMAs), non-structural agencies (NSAs), public service agencies (PSAs), and other 

autonomous bodies. While the first three agency groups are easily identified through the labels 

assigned to them through the legal basis of their creation, the last group does not have a specific 

group identification. It could be argued that the motivations behind the creation of each agency 

group are different. These include autonomising government institutions from ministerial control 

(all NMAs, most NSAs and most of the “other autonomous bodies”) and enterprising public sector 

organisations by allowing the adoption of private sector managerial techniques and principles 

(PSAs). In addition to these motivations, the creation of some other NSAs and other autonomous 

bodies is motivated by the desire to democratise public sector organisations through the 

involvement of community members in their management and supervision. In light of this 

identification of motivations for various agencies’ creation, this thesis will group the “other 

autonomous bodies” into the NSA group.  

In the Sukarno era (1945–1965), Public Administration Institute (PAI) was one of the early 

government arm’s length agencies, which was established in response to a need for improving civil 

servants’ skills and expertise in accordance with the development of public administration as a 

solid discipline (Public Administration Institute, 2015). The other semi-autonomous agencies that 

were also established during this period are National Development Planning Agency (NDPA) and 

the Institute of National Space Aviation (INSA). Even though these were administratively discrete 

from ministerial departments, with the agency heads directly accountable to the top national 

executive leader, they were not initially labelled with any organisational category. Later, since the 

Suharto era, these organisations have been identified as NMAs. 

In the period 1967–1998, when Suharto led the country, the NMA became an alternative 

organisational form within the country’s administration. Along with the amendment of statutes of 

the already established agencies, some other new NMAs were created. During this period, the 

number of NMAs increased from three to fifteen agencies. These statutory bodies led to more 

variety in terms of organisational structure. Besides the semi-autonomous NMA, another two 

organisational forms—NSA and PSA—were established in the administration system in the post-

Suharto era. At the same period, the governance of NMAs was made uniform under Presidential 
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Decree number 103/2001. While the State Ministries Act 2008 defined NMAs as institutions under 

the President’s control and responsible to the President through the relevant appointed 

coordinating ministers, some NMAs no longer report directly to the President. Although they are 

still accountable to the President, they now work under the coordination of several relevant 

ministries. This practice has, to some extent, led to more coordinated overall NMA programs, with 

most of these agencies supporting core government functions. The proliferation of this agency type 

is now also more controlled. 

The introduction of two organisational forms of government agencies, the NSA and the PSA, was 

very likely influenced by the administrative reform thinking brought by the IMF when helping 

Indonesia recover from the 1997 economic crisis. Since the NSA was introduced, it has been the 

favoured organisational form for newly established public agencies. Unlike NMAs, the governance 

of NSAs is somewhat less guided. While constitutionally this organisational type is not regulated 

and the government has been free to create them (Zoelva, 2010), the government has not provided 

any umbrella regulations that set criteria for the creation of an NSA, identify which authority is 

responsible for controlling such an agency, address agency proliferation, or identify how an NSA 

should be governed. The minimal guidance on this organisational form has resulted in a complex 

variety of NSAs in terms of: 1) the names with which they are labelled, 2) the legal products or 

statutes by which they are created, 3) the extent of overlap of functions within the executive, 4) 

the extent of overlap of executive functions with legislative and judicative functions, 5) their 

organisational structures, 6) the permanent or temporary basis of their establishment, and 7) their 

levels of autonomy (Assiddiqie, 2003; Assiddiqie 2006; Ayu, 2009; Public Administration 

Institute , 2013; Zoelva, 2010).  

Regardless of this lack of governance, the creation of this organisational form has accommodated 

a modernisation approach to structuring government bodies (Asshiddiqie, 2003). Terms like “non-

structural”, “independent”, “not part of government bodies”, and “free from external 

interventions” which are attached to the agencies through the relevant statutes demonstrate that 

these bodies are designed to be politically distanced either from the executive or from other parties, 

which may include agency stakeholders. This independence is crucial for the type of agencies 

which deliver public services like advisory services, certification, and public funds management. 
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Moreover, the interests of those stakeholders that might be professionally essential to, or impacted 

by, an agency’s business are given proportional and appropriate attention in the statutes of some 

NSAs. These stakeholders are recruited and become part of either a managing board, steering 

board, or advisory board. In addition, the governance of some NSAs also allows for legislative-

executive balancing power when agency board member appointments involve parliamentary 

participation. 

3.4. PSA: An Agencification Branch  

Accepting the spirit of entrepreneurship within the creation of more autonomised agencies, this 

thesis argues that the creation of PSAs can be seen as distinctive from the other two agencification 

branches. Unlike the other two branches, which lack a reform foundation, the creation of PSAs is 

attached to public finance management reform. Their creation is by motivated by a willingness to 

promote sound business in delivering public services (Government Regulation number 23/2005 

Article 2). The prominent authors Osborne and Gaebler (1992) refer to this agencification direction 

as enterprising the public sector. Although the Public Finance Law 2004 and the Government 

Regulation 23/2005 allow ownership of PSAs by either the central government or local 

governments, this thesis limits the focus of study to the context of central government PSAs only. 

As noted earlier, during the period when international bodies were providing assistance, the 

Indonesian government reconstructed the colonial-era public finance system under a public 

financial management reform program. Along with transforming institutional relationships among 

existing state organs and ministries, a new organisational form, called the public service agency 

(PSA), was created. Among administrative and political leaders, the PSA has been embraced as an 

alternative approach to public sector management, with an orientation towards performance and 

good public service. When this agency type was first being introduced, the government targeted 

for transformation to PSAs any governmental bodies providing quasi-public goods or public 

services, managing special authority zones, or managing public funds (detikfinance, 2005). Wider 

acceptance has led to legal products such as the National Health Act 2012 and the Higher 

Education Act 2012 formally acknowledging the PSA as an obligatory organisational form (for 

public hospitals) and an alternative organisational form (for public universities). Recently, some 
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newly established semi-autonomous agencies have been assigned by their establishment statutes 

to embrace PSA governance. Included in this group are Lembaga Pengelola Dana Pendidikan 

(Education Fund Management Agency), Badan Pengelola Dana Kelapa Sawit (Palm Oil Fund 

Management Agency), the Authority for Lake Toba, and Lembaga Manajemen Aset Nasional 

(National Asset Management Agency).  

3.4.1. A Set of Flexibilities 

To begin the identification of PSAs, which is central to this study, it is helpful to compare this 

agency type with a ministerial department, which is the basic form of the majority of government 

bodies, and with public enterprises. Table 3.1 shows a comparison of these three types of 

organisations, putting them in a continuum of the sectors in which they operate. This comparison 

is designed to clearly differentiate organisations that operate as public services and those that 

operate as private businesses. Based on its characteristics in relation to funding, human resources, 

and accountability, the PSA stands in a position between a ministerial department and a public 

enterprise.  

Table 3.1 Comparison of PSAs, public enterprises and ministerial departments 

Agency type Personnel Accountability 
Funding 

Government Revenue generating 
Public 
Enterprises 

Non-civil 
servant 

To the government (and 
other shareholders) 

Allocated as investment, 
to be separated from 
public finance  

All enterprises, 
directly used for 
expenses 

Public Service 
Agencies 

• Civil servant  
• Non-civil 

servant 

• To a minister/NMA 
head/ a group of 
ministers/ local 
government leader 

• To Minister of Finance 

Allocated annually, part 
of public finance  

All agencies, directly 
used for expenses  

Ministerial 
Departments 

Civil servant To a minister Allocated annually, part 
of public finance  

Some departments, 
should be deposited 
to the Treasury  

Source: Summarised by the author from Law number 19/2003, Law number 1/2004 and Government Regulation 
number 23/2005. 

According to the State-Owned Enterprises Law (Law number 19/2003), government corporates 

are classified through the types of government funds invested in these corporates. Perusahaan 
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terbatas persero (persero) is a government company in the form of a limited liability company 

whose capital is divided into shares of which the government owns at least fifty-one per cent; 

perusahaan umum (perum) is a government company in which all capital is owned by the 

government and not divided into shares. These companies are established with the aim of making 

a profit (persero) by producing good quality public and quasi-public goods (perum). 

Ministerial departments are government bodies which deliver ministerial functions and that accept 

budget allocations from the government annually. The main characteristics of this organisation 

type are: 1) they are fully funded by the government, although numerous ministerial units generate 

revenue; 2) all employed personnel, including the organisation heads, are civil servants; and 3) the 

unit heads are appointed by ministers in a hierarchical manner.  

As organisations that are being autonomised in terms of their managerial aspects, PSAs are much 

more autonomous than ministerial departments. Table 3.2 shows the extent to which discretion is 

given to PSAs compared to ministerial departments. Most of this discretion allows greater 

autonomy for the PSA. However, the additional organisational structure, to some extent, also 

allows for greater controls from the related ministries over the agency. 
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Table 3.2 Discretion provided to PSAs 

Aspects Ministerial units Discretion for PSAs 

Financial management 
• Spending classification Six classes Three classes  
• Spending limit   Strictly to the budget ceiling Allowed to exceed the budget ceiling 
• Accountability for spending  Revolving funding mechanism Reporting quarterly 
• Accountability for collected 

revenue  
Should be transferred to the 
Treasury Account 

Directly used to finance expenses and 
reported quarterly along with  spending  

• Budget surplus Should be transferred to the 
Treasury Account 

Carried over to the next year 

• Asset optimisation   Needs MoF approval Does not need approval 
• Public service tariffs Approved by the President Mostly approved by Minister of Finance 

and a few tariffs approved by the agency 
head 

HR management 
• Employee classification Civil servant Civil servant and non-civil servant  
• Employee recruitment Centralised in the ministry Recruitment for civil servants is 

centralised in the ministry while non-
civil servants are independently recruited  

• Remuneration  Homogenous within the same 
ministry 

Varied, depending on financial capacity  

Organisational structure 
• Internal audit unit Not present Additional structure 
• Board of supervisors  Not present Additional structure 
• Performance accountability To the minister To the ministers and Minister of Finance 

Source: Summarised by the author from Law number 1/2004 and Government Regulation number 23/2005. 

Although the foundational regulations for PSAs define PSA governance as the financial 

management of PSAs, the discretion given to PSAs is not limited to financial management. It is 

much broader, and includes aspects of PSAs’ organisational structure and human resources 

management. This functional expansion of governance generally overlaps with the areas related to 

functions of other sectoral government bodies, such as those of the Ministry of Apparatus and 

Bureaucracy Reform (MoABR) and the State Apparatus Agency (SAA). The emphasis of this 

aspects of the regulation is to provide the required environment in which PSAs can run their 

businesses efficiently, effectively, and competitively. The adoption of most of the operational 

principles of perjan (perusahaan jawatan or public service company) by the PSA regime is 

evidence of how the government is steering this type of government agency to practise like a sound 

private business. Historically, perjan is a type of government-owned enterprise which was 
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removed from the national administration by the enactment of the State-Owned Enterprises Law 

(number 19/2003).  

With the aim of further defining aspects of flexibility related to the performance contracting system 

in PSA governance, the following section describes foundational information around the 

remuneration system in this governance framework.  

3.4.2. Remuneration  
Research on public sector reform, including agencification, in developing countries has found that 

financial incentives for public services have been a reform sweetener (see Sulle, 2010). 

Regulations establishing PSA governance did not neglect remuneration. To understand the 

remuneration system in the PSA governance, the following three principles should be recognised: 

• Although all predicted income and expenses are covered in the national budget, PSA financial 

sources can be divided into government money and agency money (income generated from the 

agency businesses). While government money should be allocated for certain expenses in a 

strict manner, agency money is more flexible.  

• As shown in Table 3.1, PSA personnel are divided into civil servants and non-civil servants. 

Connecting this with the first principle, government money which is allocated for wages can 

only be used to finance the civil servants’ salaries, while the non-civil servants should be 

financed with agency money. As shown in Table 3.2, each PSA is allowed to have a 

differentiated salary scale system. Due to this policy, and depending on the agency’s financial 

capability in generating incomes, the remuneration of a PSA civil servant may exceed their 

salary financed from government money. When this occurs, the disparity should be financed 

with agency money.  

In light of these principles, it can be said that income generation is crucial to safeguard the high 

remuneration rates of PSAs. This principle has been maintained by PSA governance. Although not 

clearly regulated, principals have maintained a predicted budget proportion allocated for paying 

remuneration. According to the Minister of Finance Regulation on Remuneration of Public Sector 

Agencies (number 127/2017), agency remuneration consists of three components: pay for position, 

pay for performance, and pay for people. Pay for position is associated with the position of the 
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agency’s employees. For those who are civil servants, this component of remuneration consists of 

basic salaries and structural/functional benefits paid from government money, and from the agency 

money when necessary. For those who are non-civil servants the pay for position component is 

equalised with the amount accepted by the civil servants, but is fully funded from the agency 

money. This remuneration component is fixed and is paid regularly every month. Pay for people 

is paid to support staff security and well-being, and can be in the form of insurance premiums, 

severance payments, and retirement payments.  

Unlike other remuneration components which are fixed payments, the pay for performance 

component is associated with performance achievement of the agency employees, and is paid as 

rewards in the form of incentives or bonuses that depend on the level of target achievement. The 

agency head is authorised to implement a remuneration system except for the performance-linked 

bonuses and incentives for the agency head themselves; this payment is embedded in the PSA 

performance contracting system. Under this mode of governance, bonuses and incentives for 

agency heads who perform over the targets can be paid after a series of processes, including 

performance reporting and performance verification.  

3.4.3. Managing PSAs 
Within PSA governance, two authorities are assigned by the regulations to govern, take care of, 

and oversee the PSAs. These authorities are called the financial principal and technical principal. 

The financial principal role is mandated to the Minister of Finance. As a principal, the Minister of 

Finance maintains a central role in PSA governance, including developing the governance and 

granting some types of approvals by which a PSA can be created, a PSA board of supervisors 

appointed, the remuneration system of an individual PSA applied, service tariffs of an individual 

PSA imposed, and PSA status removed. Organisationally, the authority of the Minister of Finance 

is delegated to the Director General of Treasury (DG Treasury), whose role on a daily basis is 

undertaken by the Directorate of Financial Management Assistance of Public Sector Agencies 

(FMAPSA Directorate). The structure of this authority management is illustrated in Figure 3.3.  
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Summarised by the author from Minister of Finance Regulation number 217/2018. 

Figure 3.3 Organisational structure of the Directorate General of Treasury (DGT) 

In undertaking the role of financial principal over PSAs, the Directorate FMAPSA distributes its 

authority to five different sub-directorates. Three of these, the sub-directorates for the financial 

management of PSAs, oversee the business of PSAs, especially in terms of the PSAs’ internal 

governance. Each sub- directorate is therefore responsible for overseeing one of the following PSA 

groups: health service providers, tertiary education providers, and other service providers. Unlike 

the first two of these groups, which are more homogeneous in terms of the nature of their business 

and their business operations, the last group consists of agencies that have various different types 

of businesses and business operations, such as managing public funds for targeted groups and 

purposes; managing land banks, special zones and territories; and producing public goods and 

other services. The basic roles of these sub-directorates is granting approvals for agency creation, 

removing PSA status from an agency, and monitoring and evaluating the business of PSAs. 

Besides these three sub-directorates, the other two sub-directorates (as shown in Figure 3.3) 

support the financial principal role through their authority in developing and refining PSA 
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governance, approving supervisory boards’ appointments, and assisting with and approving tariffs 

and remuneration systems of PSAs.  

PSA status is a complementary category attached to original organisational forms. This means that 

the obtaining of PSA status by a public organisation does not remove its original form, either as a 

ministerial department, an NMA subsidiary, or an NSA. This is obviously dissimilar to the 

common method of organisational transformation where the consequence of getting a new 

organisational form means losing the old one. Due to this policy, the occupation of the principal 

role for a PSA depends on the original organisational type. Technical principals for the PSAs which 

were originally ministerial departments are parent ministers; those for NMA subsidiaries are the 

NMA heads; and for NSAs the allocation of this role varies, and can include zone council heads 

(e.g. the Sabang Zone Territory and the Batam Zone Territory) and steering committee heads (e.g. 

Education Fund Management Agency and Palm Oil Fund Management Agency Oil).  

The main authority of the technical principal is developing its general policy on agencification. As 

a result of this authority, a technical principal can target which of its subsidiaries will be agencified. 

Initiatives to create PSAs should therefore come from this principal. In doing this, the principal 

may assist its subsidiaries to prepare administrative applications to be proposed to the financial 

principal. To be a PSA, a public organisation should fulfil administrative requirements which are 

then assessed by an ad hoc committee whose members are MoF officials. Once their subsidiaries 

are established as PSAs, technical principals maintain a role in guiding PSAs to conduct their 

business in line with the agency’s core functions and services. This includes service 

standardisation and a focus on service performance. 

After over a decade since the enactment of the Public Finance Law and Government Regulation 

on Finance Management of Public Service Agencies, the number of semi-autonomous agencies 

has grown significantly, from thirteen in 2005 to 217 in 2018, as can be seen in Figure 3.4.   
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Source: FMAPSA Directorate (n.d) 

Figure 3.4 Numbers of PSAs, 2005-2018 

During the period 2005–2018, how PSA governance developed and agency proliferation was 

managed can be divided into three stages: the first wave of proliferation, the moratorium period, 

and the second wave of proliferation. The first period was from 2005 to 2011. During this period, 

management of PSAs were focused on transforming suitable traditional departmental units into 

PSAs. This resulted in significant growth in the number of PSAs, from thirteen PSAs in 2005 to 

126 PSAs by 2011. The second stage lasted from 2012 to 2014. During this period, the government 

adopted a moratorium policy over the growth of PSA numbers. Therefore, the number of PSAs 

during the period was stagnant at 141 PSAs. The moratorium policy was adopted in response to 

an evaluation of PSA management which found an absence of appropriate accountability over the 

operations of PSAs. During these years some initiatives were launched to address the concerns 

around accountability. These included the encouragement of remuneration system development 

by PSAs and annual performance appraisals of PSAs. The former initiative resulted in a growing 

number of PSAs which had their own remuneration systems, numbering only nine PSAs in 2011 

and growing to 136 by 2018 (see Appendix 1). The annual performance appraisal was first 

conducted in 2012, and was designed to evaluate organisational performance with financial 

indicators. In the following years, indicators of technical aspects of performance were also 

assessed, coupled with the financial indicators. A review of the implementation of this system can 

be found in Choi (2016).  
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Finally, PSAs started proliferating for the second time in 2015. Balancing this growth in quantity, 

MoF at the same time equipped PSA governance with strong links between performance and 

remuneration. During this stage, while still approaching PSAs to develop internal remuneration 

systems, the authority initiated a performance contracting system that enabled the granting of 

financial incentives for agency heads tied to agency achievements. Performance-oriented practices 

for this group of agencies gained political attention when the President of Indonesia, in the 2016 

Annual Semi-Autonomous Agency Coordination Meeting, emphasised performance improvement 

of the agencies in front of selected principal ministers (Presidential Staff Office, 2016). 

3.4.4. The PSA Performance Contracting System 

Since the PSA regime was introduced in 2005, a results orientation has been emphasised across 

the agencies through an incremental process. The most recent developments show that a 

performance contracting tradition has been established across PSAs in accordance with the 

performance-linked incentive system which was introduced earlier. Introduced in 2014, a 

performance contract is an agreement between a PSA’s head and the Director General of Treasury 

(DG Treasury) on behalf of the Minister of Finance. The contract contains performance targets 

capturing the overall trajectory of an agency’s performance as well as annual achievements within 

a financial year (DG Treasury Decree number 5/2017). The targets are references against which 

PSA top executive performance is measured at the end of the periodical frameworks This 

contracting system is attached to the salary payment of PSA top executives for agencies where 

performance exceeds the targets. According to the regulation, the agencies are only allowed to pay 

a maximum of a hundred per cent of their top executives’ salaries. Any additional incentives due 

to above-target performance require approval from MoF. Applications for additional incentives 

are approved by MoF based on performance verification results. 

3.4.4.1. Development of PSA Governance 
Given the lack of a comprehensive design, the performance contracting system has been 

incrementally developed and equipped with a series of regulations, policies and approaches as 

depicted in Figure 3.4. The brainchild of the Financial Management Assistance of Public Service 
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Agencies (FMAPSA) director of MoF, the system was quickly implemented and high-level 

ministerial and national leadership witnessed its launch. The PSA Coordination Meeting on 23 

April 2014 was the grand launch of the performance contracts regime. Attended by thirteen 

ministers, almost all PSA top executives, several heads of other types of agencies (NMAs and 

NSAs) and some high-level officials from the invited ministries, it was the biggest PSA 

coordination meeting that had ever taken place (DGT, 2014). The official report of the meeting 

reveals that the event covered two monumental agendas through which the contracting system was 

introduced. First, the signing of a Memorandum of Understanding (MoU) on institutional 

cooperation between the Minister of Finance and the attending ministers, both legally PSA 

principals, took place. The MoU aimed to build institutional commitment between MoF and the 

technical ministries to collaborate in taking care of PSAs. The MoU became the first formal 

foundation for the implementation of the PSA performance contracting system. Second, the 

meeting included the symbolic signing of performance contracts between the Minister of Finance 

and the heads of twelve PSAs, signalling that the system was about to go live as a pilot project.  

Analysed by the author from DGT (2014) and various regulations on PSA performance contracting. 

Figure 3.5 Developmental stages of the PSA performance contracting system 

The initiative to introduce the system was then followed by a policy shift regarding the PSA 

remuneration system, moving it from a voluntary to an obligatory basis in 2015. This policy forces 

all PSAs to have their own remuneration or salary grading system. Following this change, the PSA 

regulation on remuneration was then revised in 2016. This revision not only accommodated the 

policy change but also linked the system’s implementation with the newly introduced performance 

contracting system. Almost at the same time, several ministries which have PSA-type subsidiaries 
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were granted increased performance incentives due to satisfying expectations for the 

implementation of bureaucratic reform programs, while their PSAs were excluded from these 

increases (see President Regulation Number 138/2015 for example). This approach strengthened 

the requirement for PSAs to develop internal remuneration systems which are separated from the 

ministerial remuneration system and that embrace the performance contracting system.    

In its earliest development, the PSA contracting system applied a static and partial approach where 

the system was only equipped with the tools to measure PSAs’ performance. The early legal 

products related to the system (DG Treasury Decree 301/2015, 348/2015, 356/2016, and 640/2016) 

were mainly focused on the calculation methods for agency executive performance. Within these 

regulations, depending on the group of PSAs included, financial incentive provisions for 

achievement are layered, granting financial incentives of up to two hundred percent for the 

performance of agency heads. 

3.4.4.2. Current Governance 
The existing regulations on performance contracting created various practices and approaches in 

undertaking performance measurement. It was also felt that the regulations did not cover a crucial 

stage of contracting, which is planning. Therefore, in 2017 the regulator (MoF) brought a more 

comprehensive approach to the system through the enactment of the DG Treasury regulation 

5/2017. This regulation introduced four main subsystems of the performance contracting system—

planning, reporting, verification, and rewarding—as pictured in Figure 3.6. Although this 

regulation was initially limited to health care provider PSAs, in its implementation the regulation 

has also provided guidance for the contracting practices of other PSAs (those from the tertiary 

education and other services groups).  
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Analysed by the author 

Figure 3.6 Performance contracting subsystems 

In the planning subsystem, both the agencies and the financial principal (MoF) seek agreement on 

performance indicators and performance targets. This includes the definition of indicators by 

which agency performance is measured and the methods by which performance data are collected 

and performance achievements are calculated. This information is documented and included in a 

contract attachment called manual kontrak or contract manuals. The stage ends with the signing 

of contracts between the DG Treasury on behalf of the Minister of Finance and the agency heads. 

Also potentially attached to the planning subsystem is adjustment of the signed contracts, which 

is allowed in limited circumstances, namely, to accommodate national economic conditions and 

to make administrative corrections. 

In the subsystem of performance reporting, the contracted agencies are assigned to conduct self-

assessment of their own performance using the methods defined in the contract manuals. All 

agencies report their performance to MoF on a periodic basis, as specified in the contracts. The 

reporting agency is required by the regulation to include in the report statements of data correctness 

from the agency head. Responding to these reports in the verification subsystem, MoF follows up 

with desktop validations which then can be followed up with on-the-spot performance 

verifications. While the former verification mechanism is applied for all PSAs, the latter is applied 

conditionally when needed. On-the-spot performance validation may be conducted whether or not 

an agency head applies for a performance-achieved bonus. When the validation follows an 
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• Desktop • Decision to 
assessment validation give 

• Targets • (With or • (With or additional 
bargaining without) without) on- incentives 

• Contract proposing the-spot data (based on 

signing additional validation data 

incentives validation) 



 
Chapter 3  89 
 

bases for approval or non-approval of these incentive payments. When the validation is not related 

to an application for an additional incentive for an agency head, the verification results are used to 

justify or correct the agency’s performance report. At the end of the verification process, the final 

findings are written in a document called berita acara monitoring dan evaluasi or the statement of 

monitoring and evaluation results. The statement is signed by both the validation team members 

and the agency representative, indicating the agreement of the signing parties. 

Similar to the reporting subsystem, the last subsystem—performance rewarding—lacks face-to-

face interactions between the actors. This subsystem starts with the submission of agency leader 

bonus applications to the contracting principal, MoF, due to having exceeded performance targets. 

Following this submission, the applications are processed by the ministry and a final desktop check 

of the performance data is undertaken. MoF may decide whether or not to approve an application 

based the verifications. Nevertheless, an approval or disapproval can be corrected based on actual 

data found in the next on-the-spot verification. This correction can either be positive or negative 

and hence will impact on already-paid agency head incentives. According to the regulation, 

proposals by agencies for financial incentives can be delayed.  

3.5. Conclusion 
Since 1997, and the multiple economic and political crises which invited financial and technical 

assistance from the IMF, Indonesia has experienced massive reforms, including economic reform, 

political reform, decentralisation, and bureaucracy reform. Although the country had experienced 

agencification before the IMF assistance, agencification in Indonesia after the end of the Suharto 

regime resulted in the proliferation of various agencies and the creation of several types of 

agencies. This movement did not stand alone and has accommodated various public sector reforms 

that were delivered almost at the same time. It could therefore be argued that the Indonesian model 

of agencification may have hybridised the agency model developed in pioneering agencification 

countries, such as the UK, New Zealand, and Australia.  

Political circumstances resulting from political reform and decentralisation to some extent brought 

impacts on the degree of autonomy in relation to the “arm’s length” nature of public agencies. One 
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of these circumstances is the strong involvement of political actors and parties in driving the 

country’s administration, which has brought about a tendency to control agencies through 

ministries. This condition has, to some extent, lessened the degree of agency autonomy from 

ministerial or governmental controls. Despite this agency autonomy characteristic, strong 

decentralisation, which was supported by administrative reform, has empowered local 

governments to duplicate the structure of the central government, including agencification. 

Although agencification has been formally unrecognised within the administration, administrative 

reform has an obviously significant influence on the shape of the movement. From the branch of 

public financial management reform, the concept of enterprising the public sector and a 

performance emphasis were adopted in PSA governance. From the bureaucracy branch of reform, 

a performance emphasis has assisted PSA governance with performance contracting models, 

blending organisational achievement with individual bonuses.  
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Chapter 4:                                                                                
The Research Methodology 

4.1. Introduction 

This chapter describes the philosophical perspective underpinning this thesis. This perspective 

shaped the research design, which consists of the methods, frameworks, and analytical strategies 

employed to achieve the expected thesis outputs. While the underpinning research paradigm is 

consistently implemented throughout the thesis, the research design incorporates two levels of 

research analysis: the thesis as a unified project, which is represented in the main research question; 

and the research issues related to the investigation of three research sub-questions. The research 

questions were identified in Chapter 1. The structure of this chapter therefore includes the research 

paradigm, research strategy, research methods, research frameworks, and analysis strategy.   

4.2. Research Paradigm and Approach 

Epistemologically, this thesis is based on the philosophical worldview of interpretivism. This 

epistemology “is founded upon the view that a strategy is required that respects the differences 

between people and the object of natural sciences and therefore requires the social scientists to 

grasp subjective meaning of the social action” (Bryman, 2016: p.26). This paradigm views reality 

as socially constructed through lived experiences (Lincoln et al., 2011).  

Experience around two years working in the organisation which is involved in developing 

governance of PSAs, to some extent, creates clear opportunities for the author to be engaged in the 

construction of reality, especially in general context of managing PSAs. This has been identified 

by some scholars, such as Chavez (2008), Greene (2014) and Ross (2017) as one of benefits gained 

by insider-researchers in qualitative research. The experience has also advantaged the author to 

gain access to the predicted key informants within MoF and participants outside MoF. However, 

Ross (2017) warns that this close researcher-informant relationship may lead discussions of key 

topic to risky or uncomfortable situations. In addition to this, Greene (2014) also identifies that 
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insider-researcher may be challenged by greater familiarity that can lead to a loss of objectivity 

and bias as in doing data interpretation and analysis. 

It could be argued that positionality of the author did not make any significant disadvantages to 

the study due to an extent distance due to some reasons. First, the author was not involved in the 

initiative and the development of the PSA performance contracting system and therefore does not 

have personal interest to prevent the study from optimum data disclosure. Second, the author had 

taken leave since early 2017 from the organisation and officially moved to another organisation in 

July 2017. This, therefore, makes a substantial distance between the author and the researched 

objects and research participants.  In line with this, MoF officials participated in this study were 

mostly new assignees and previously did not have close contacts or relationships with the author. 

moreover, the author had never had contacts with other participants either from technical ministries 

or agencies. Above all, as suggested by Chavez (2008), the author followed tight procedure on 

data collection and analysis which also involved proper supervisions from a supervisory panel.  

4.3. Case Study as a Research Strategy 
Numerous prominent agencification scholars, such as Bouckaert, Laegrid, Pollitt, Talbot, Van 

Thiel, and Verhoest, have utilised the case study as an underpinning strategy to enable them to 

explore agencification practices within unique administration settings in terms of both socio-

political and administrative differences. With the same aim of exploring contextualised 

agencification, this thesis therefore deploys the case study as its research strategy. A number of 

authors (e.g. Yin, 2014; Bryman, 2016) have identified the case study as a research strategy which 

allows the use of various types of evidence and these authors consider that case studies can be 

done using either qualitative or quantitative evidence. Nevertheless, qualitative data usually 

predominates (Patton and Appelbaum, 2003: p.60). It could also be argued that case study research 

can take place under positivist, constructivist, or interpretivist paradigms (Yazan, 2015). Applying 

a case study strategy is therefore suitable for this thesis, which is situated within an interpretivist 

paradigm.  
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Yin (2014) defines a case study as involving the study of a case within a real-life, contemporary 

setting or context. This method represents a comprehensive research strategy through in-depth data 

collection involving multiple sources of information; findings are reported through a case 

description and case themes (Creswell, 2013). Case studies, therefore, seem to be the preferred 

strategy for explanatory research when “how” or “why” questions are being posed and the 

investigators have little control over events (Yin, 1981). 

According to Creswell (2013), case study analysis can work with a single case or multiple cases. 

The analyses are influenced by the goals of studies (Onwuegbuzie and Leech, 2007). Choosing an 

analysis strategy for this thesis is therefore defined by whether there are single or multiple aspects 

of discussion and whether analysis will be of differentiated or undifferentiated groups of 

participants. This study is a project that aims to investigate three correlated cases; to fulfil this aim, 

this thesis first analyses the construction of autonomy over the population of agency-type 

organisations within the target country’s (Indonesia’s) administration system. This analysis is then 

followed with analyses of two sides of the contract arrangement—institutional and relational—

associated with a contracting practice for an agency type in Indonesia. Finally, analyses of these 

three cases results in an understanding of the correlated nature of autonomy construction and 

control mechanisms. Recognising this analysis design, the author decided to use a multicase study 

approach as the research strategy for this thesis.  

Relating this research structure to the multicase study research strategy described by Stake (2006), 

the study includes three single case studies, each of which reflects a research component which 

can be constituted under a single “quintain”. Stake (2006: p.6) defines quintain as “the arena or 

holding company or umbrella for the cases we will study”. Stake (2006) further illustrates a 

quintain by describing it as an elephant which a proverbial blind man constructs from parts of its 

body. In line with Stake’s definition, three single cases (based on the three research sub-questions) 

in this thesis investigate three different parts of an elephant, which are then constructed to describe 

the elephant of the main research question. This strategy is not to be confused with a multiple or 

collective case study, which, in most multiple case studies, views a number of cases to investigate 

a phenomenon in different groups of a population. This vein of a multiple case study aligns with 

most authors, including Bryman (2016), who associate a case to a location where a study is 
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conducted. Following an intensive examination of settings, multiple case study approach 

commonly expects to gain a better understanding of the studied phenomenon, and perhaps also 

better theorising (Stake, 2006: p.247). Associating the main research question with the quintain 

explained earlier, this thesis is not aimed at producing generalisations about a phenomenon, but 

rather produces a picture of a bigger phenomenon from the pictures of several smaller phenomena 

that are interconnected.  

A number of authors (e.g. Bryman, 2016; Yin, 2014) suggest the crucial role of unit of analysis in 

pursuing case study research. Unit of analysis is related to the design or location of the case study. 

Yin (2014) advises a single case study should have only one unit of analysis. Regarding this, the 

quintain of this multicase study allows application of the unit of analysis in a twofold fashion. As 

a whole, this thesis applies two different units of analysis, attaching to the research sub-questions. 

The unit of analysis for the first case, which explores the autonomy constructions of various agency 

types at the national level of Indonesia’s administration system, is different agency types. In 

contrast, the unit of analysis for the other two single cases, which explore contract arrangements 

of PSA-type public organisations, is the PSA population. This thesis develops three single cases 

in regard to the researched phenomena, and the unit of analysis for each case follows Yin’s advice.  

4.4. Research Methods 
As mentioned earlier, in Chapter 2, this thesis uses a mixed methods design. Rather than combining 

qualitative and quantitative research methods, which in recent times has been intensively discussed 

in the research methodology literature, this thesis combines two qualitative research methods, 

namely data analysis and semi-structured interviews. Given multicase study strategy that views 

this thesis as a quintain, this thesis uses “between method triangulation” (Flick et al., 2004: p.180), 

allowing data collected for the first case to validate the second and third cases’ collected data. This 

correlation is illustrated in Figure 4.1, which will be used to facilitate the flow of discussion 

throughout the thesis, including the application of the triangulation strategy.  

Compared to mixed qualitative and quantitative research methods, mixed qualitative research 

methods have been little discussed (Morse, 2010). Morse (2010) identifies two approaches 

researchers can use to mix two or more qualitative methods. First, two qualitative methods can be 
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used in the same study where each method is complete in itself. Second, research mixing 

qualitative methods can consist of one complete project, called the core component, with strategies 

from a different method used as a supplementary component. To distinguish these two approaches, 

Morse (2010) identifies the former as a multiple method project, and the latter as mixed method 

research. Compared to mixed qualitative method research, multiple qualitative method research 

can be published as two separate studies and then the results of these two projects can be 

synthesised as a third publication. On the other hand, mixed qualitative method research can only 

be published by addressing the core component while the supplementary component is not a 

complete project and therefore is not publishable by itself. Finally, Morse (2010: p.1523) argues 

that:  

because researchers who conduct multiple method research use two complete methods, they 
do not have the methodological dilemmas of the researchers who conduct mixed method 
research, and their difficulties arise only during synthesis. 

To be specific, this thesis uses a multiple qualitative method approach as defined by Morse (2010), 

consisting of a complete project which employs a document analysis method and two complete 

projects which employ semi-structured interviews. This approach is considered to be most suitable 

for the multicase study analysis of this thesis, which incorporates three single cases. These three 

cases are publishable individually and the synthesis of the three cases can also be written up as a 

publishable project. For the purpose of this thesis, however, the projects are presented as a unity 

under the thesis framework discussed later. As noted, investigation of the first research sub-

question relies heavily on document analysis while the other two research sub-questions rely on 

semi-structured interviews. The following subsections describe the qualitative methods through 

which data around the researched phenomena are collected.  

4.4.1. Document Analysis 

According to Bowen (2009: p.27), “document analysis is a systematic procedure for reviewing or 

evaluating documents—both printed and electronic… material”. In line with the paradigm 

underpinning this thesis, document analysis is required to elicit meaning and understanding of the 

researched phenomenon through examination and interpretation by the researcher to develop 

empirical knowledge. This thesis utilises several types of documents that were either found on the 
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internet or provided by the interviewed officials, including formal regulations, demographic data, 

articles, and contract-related documents.  

4.4.1.1. Data on Public Agencies 

There are seven organisational forms of public bodies which are commonly acknowledged in the 

Indonesian central government. These are ministerial departments, non-ministerial agencies 

(NMAs), non-structural agencies (NSAs), public service agencies (PSAs), other types of agencies, 

Perusahan Umum or Perum (government company by guarantee), and Perusahaan Terbatas 

Persero or Persero (government company by shares). Following Talbot et al.’s (2000) suggestion 

that, on the one hand, an agency is aimed at creating arm’s length government institutions, and, on 

the other hand, government corporations should be differentiated from agencies, this thesis 

considers that government agencies in Indonesia comprise NMAs, NSAs, and PSAs. In this thesis, 

the “other types of agencies” group is joined with the NSA group due to the loose formal definition 

of NSAs, which allows variations of groupings for agencies outside PSAs and NMAs. Two public 

authorities, namely the Ministry of Apparatus and Bureaucracy Reform (MoABR) and Public 

Administration Institute (PAI), even had difficulties in agreeing on which agencies are included in 

NSA group (see the List of NSAs in Public Administration Institute, 2013; Ministry of Aparatus 

and Bureaucracy Reform, n.d.).  

The list of public agencies was collected from three authorities: MoABR, PAI, and the Ministry 

of Finance (MoF). MoABR is responsible for conducting government functions related to the 

utilisation of state apparatus and for managing bureaucracy reform, while the PAI is responsible 

for conducting research, development, and education around public administration. Both 

organisations have intensively collected information regarding two types of government agencies, 

NMAs and NSAs. Through its official website, MoABR lists both NMA and NSA agencies. As 

part of an attempt to propose a government institution restructure due to a lack of guidance on 

NSA proliferation, PAI conducted several studies during the period 2010–2013. A paper titled 

“The Analysis of the Central Government Organisational Design” (Public Administration 

Institute, 2013) is one of the final reports of this attempt. The list of NMAs and NSAs revealed in 

the report is used in this thesis to complete the data collected from MoABR’s official website. 
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Given that the loose definition of NSA has driven further proliferation of this agency type, this 

thesis also accommodates some other agencies which were recently created within this agency 

group. Lastly, the list of PSAs is taken from the official website and some officials of the 

Directorate General of Treasury (DGT), a ministerial department under MoF, which is responsible 

for governing and overseeing PSAs. 

4.4.1.2. Data on Accountability of Public Agencies 

In comparing the autonomy constructions of various agency types, two main types of documents 

are employed. The first of these consists of government legal products in the form of regulations 

and agency statutes which govern public sector departments and agencies in relation to 

accountability mechanisms that the organisations should follow. Numerous regulations and 

statutes of NMAs and NSAs collected for this purpose can be seen in Appendix 2 and Appendix 

3. The second group of documents incorporates various accessible online materials that indicate 

accountability relationships between agencies and their principals.  

To support investigations of the PSA contract arrangements, the documents include regulations 

and national policy about the PSA performance contracting system. As described in the previous 

chapter, in conjunction with Law 1/2004 and Government Regulation 23/2005, a Memorandum of 

Understanding (MoU) between the Minister of Finance and the PSA parent ministries on the 

Cooperation of Overseeing Public Service Agencies, signed in 2014, has been the formal 

justification for the implementation of PSA performance contracting. The recent DG Treasury 

Regulation (number 5/2017) includes the contract management system of PSAs, superseding 

previous regulations on calculations for performance achievement (DG Treasury regulations 

number 301/2015, 348/2015, 356/2016, and 640/2016). Other related documents also included in 

the investigation are individual agency performance contracts. 

4.4.2. Semi-structured Interviews 
In collecting data through interviews, the identified participants shown in 
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Table 4.1 were recruited for this study, consisting of three groups of participants. They are from 

PSAs, MoF, and parent ministries. These three groups of participants were interviewed with the 

same set of semi-structured interview questions.  

4.4.2.1. Research Participants 

According to Onwuegbuzie and Leech (2005), choosing a sample size and sampling scheme is 

central to qualitative research. Sampling represents an active process of reflection where 

qualitative studies may involve some types of analytical generalisation. Some scholars suggest 

random sampling while others suggest purposive sampling (Onwuegbuzie and Leech, 2007). 

Seawright and Gerring (2008) note that choosing a very small sample in a completely random 

fashion will lead to serious problems. The authors argue that a “randomized case selection 

procedure will often produce a sample that is substantially unrepresentative of the population” 

(p.295). In recognition of these problems, this thesis uses a purposive sampling procedure. 

Purposive sampling is defined as the selection of participants or sources of data based on the 

expectation that their knowledge is relevant to the information needed to answer the study research 

questions (Yin, 2012) and they are identified as belonging to a group or subgroup. 

Bryman (2016) advises that some practitioners of case study research take two extreme positions 

in regard to the advice on the criteria of validity, measurability, reliability, and replicability. Some 

authors, like Yin (2014), suggest ways in which case study research can be developed to enhance 

its ability to meet the criteria, while some other authors, like Stake (1995), barely mention it, if at 

all. Although this thesis is not designed to be replicable in terms of contexts and measurability, the 

recruitment of research participants is designed to address internal validity as far as possible. The 

sampling strategy hence incorporates two layers of selection: selecting organisations and recruiting 

participants. The selection of the sample organisations within this thesis follows Benbasat et al.’s 

suggestion (1987). According to these authors, samples can be selected on the basis of the 

organisation’s characteristics, such as the industry in which the organisation operates, organisation 

size, and organisation location. However, in line with Hofstede’s (1991) study on national culture, 

this thesis views PSAs across Indonesia as having a similar dominant culture. Therefore, the 

location of the organisation is not considered when selecting samples for this study. As the first 
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layer of sample selection, industry can simply be referred to as a grouping of semi-autonomous 

agencies in Indonesia. As described in Chapter 3, PSAs are grouped into health care providers, 

tertiary education providers, and other services providers. This study selects sample agencies from 

these three groups. Coupled with selecting sample agencies, principal ministries are also included 

in the sample. Obviously, MoF, as the contracting principal, is another key sample organisation as 

its role is central in the regulation of the PSA contracting system. However, administrative practice 

in Indonesia allows the technical principals to also be involved in the operation of the system.   

The next layer of selection is the recruitment of research participants. The main criterion which 

determines targeted participants is their involvement as social actors in the development of the 

PSA contracting system and the implementation of the system. Following this sampling strategy, 

research participants selected for this study are summarised in Table 4.1. A total of fourty eight 

officials were recruited as participants, representing the financial principal MoF, the technical 

principal parent ministries, and PSAs from the three different groups. The participants worked in 

a range of managerial positions, and included executives, middle-level and low-level managers, 

and other staff. Different managerial levels have been included to capture data with different types 

of issues; for example, data about policy making came mostly from higher level management while 

information about the contracting system implementation came from lower level management. 

Among the forty eight participants, eight of them are not qualified as boundary spanners (as 

defined by Oomsels and Bouckaert (2014)) that do not have a proper involvement within 

performance contracting processes. They are two participants from MoF, one participant from 

technical ministry, and five participants from agencies. These participants are, therefore, excluded 

from this study. 
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Table 4.1 List of research participants 

 
Organisations 

Participants recruited 

Managerial staff Non-managerial staff Total 

Ministry of Finance 15 - 15 

Parent ministries 2 3 5 

PSAs 23 5 28 

Total 48 
Source: summarised by the author from the collected data 

Participants from the Ministry of Finance (MoF) were officials of the Financial Management 

Assistance of Public Service Agencies (FMAPSA) Directorate. These participants were structural 

managers from various levels: eight section heads, five deputy directors, and two directors. Among 

the MoF participants, four were no longer working for the directorate, including the former 

FMAPSA director. They were included in the study due to their significant roles in the introduction 

and early implementation of the performance contracting system. To complete the principal 

perspective, five officials from three different ministries were also included. They had been 

involved on numerous occasions in the implementation of the PSA performance contracting 

system.  

Seeking data from the agent perspective, research participants were recruited from thirteen PSAs, 

including twenty officials from higher education providers, six officials from PSAs providing other 

services, and two officials from a PSA hospital. Most of these participants had managerial 

positions (over 80%), including agency heads, while the rest were non-managerial staff. The low 

number of participants from the health care group (the two officials from a PSA hospital) is due to 

low responses, which occurred for several reasons. During the three months of data collection 

(November 2018 to January 2019), twelve executives from different hospitals were invited to 

participate in the research. Among the invited participant candidates, three hospitals responded by 

inviting the researcher to explain more about the research, and one hospital responded via email, 

enquiring about further details of the research. However, within the fieldwork period, only two 

officials from one hospital were available for interviews. 
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4.4.2.2. Interview Design 

Interview questions were developed based on the literature review. A set of questions was prepared 

for all research participants. The questions were tested with two government agency officials who 

were familiar with the practice of PSA performance contracting. After the testing, the officials 

provided feedback for improvements, especially in relation to editing of the interview questions 

and the landscape of the system implementation. The questions were then finalised, as shown in 

Appendix 4. Through this set of questions, an interview was designed to last thirty to forty-five 

minutes. However, several participants voluntarily expanded the interview to over an hour. 

Prior to conducting interviews, the author sent a letter (see Appendix 5) to DGT of MoF via email. 

The letter aimed to seek permission for gaining access to relevant participants and to materials or 

documents from the FMAPSA Directorate. As described in Chapter 3, this directorate is 

responsible for acting on a day-to-day basis as the financial principal of PSAs, representing the 

Minister of Finance. In this letter, the author also sought assistance to access some targeted 

agencies and parent ministries from which the research participants were recruited. Through an 

official note (see Appendix 6), the contacted authority permitted the author to go ahead as planned, 

and advised the FMPSA director to assist the author. The author then conducted a series of 

interviews from November 2018 to January 2019. Starting with interviews with officials of the 

FMPSA Directorate, the author then gained access to targeted participants from PSAs and parent 

ministries. Finally, and as previously noted, a total of fifty-four participants, as listed in Table 4.1, 

were interviewed by the author.  

Prior to the interviews, the author sent a consent form (Appendix 7) and research summary 

(Appendix 8) to the prospective participants. Both were presented in Bahasa Indonesia to 

participants, but the English translation is provided in the appendices. The consent form and 

research summary were sent via email or using the WhatsApp messaging application. Some 

agency executives were contacted via contact people. The author interviewed the participants only 

after these documents were received and agreed to. Almost all interviews were conducted at the 

offices of the participants, but one was conducted outside the office at the request of the participant.  
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Following requests from the recruited participants, the author also conducted five group 

interviews. Four of these were interviews with two participants, and the other one was with five 

participants. The author did not use a different delivery approach for single participant interviews 

and group interviews, but rather followed the suggestion from Fontana and Frey (2005) to take 

advantage of potentially richer data that can be collected through group interviews. The author 

took advantage of the responses collected from different participants in group interviews to use 

these in the triangulation process.  

4.5. Research Frameworks 

This section presents building blocks from the discussion of the literature presented in Chapter 2. 

As defined earlier, in section 4.3, a multicase study research strategy requires each case to be built 

as a complete study with a complete research design. The design of this study allows for the 

production of three individual publishable projects and a publishable synthesis of the results of the 

three projects. This section therefore presents four different frameworks which include the thesis 

framework and three different frameworks for the three case studies.  

4.5.1. Analytical Framework 

This thesis is designed to capture corresponding autonomy and control as represented by the main 

research question, “How is performance contracting arranged in response to the autonomy given 

to semi-autonomous agencies such as PSAs in Indonesia?”. To answer this research question, this 

thesis employs the framework illustrated in Figure 4.1. This framework was developed from 

overall discussions in the literature review (Chapter 2), taking account of research gaps and 

underpinning theories and concepts in the literature. This figure is designed to show the coverage 

of overall discussion in this thesis and the strategy of data triangulation. Given Figure 4.1 as the 

thesis framework, the main research question is viewed as a quintain and will be answered by 

investigating three cases: agency autonomy arrangements, institutional arrangements of 

performance contracting, and relational arrangements of performance contracting. The figure, 

therefore, may facilitate understanding of how the cases are correlated.  
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Designed by the author 

Figure 4.1 The analytical framework 

The identification of the autonomy arrangement in this thesis is fundamental to finding the basis 

for the introduction of the performance contracting system of the researched agencies. Given that 

there are three types of semi-autonomous agencies in Indonesia’s administration system (NMA, 

NSA, and PSA), the identification helps to distinguish different sets of autonomy or flexibilities 

among the different types of semi-autonomous agencies. Using managerial and political 

autonomies to classify semi-autonomous agencies, the investigation facilitates identification of 

public sector agencies, including PSAs, based on their autonomy construction. The identification 

of PSA autonomy construction resulting from the investigation can then feed into discussions of 

the next two cases. 

The other two issues discussed in this thesis are about how the performance contracting system is 

arranged for a specific agency population, PSAs. In particular, this thesis investigates contract 

arrangements from two perspectives: institutional and relational arrangements. These two 

perspectives allow for an investigation of performance contracting practice that is more 

comprehensive than examination only of the institutional arrangement of contracts, as mostly 

shown in the literature. While the concept of contract hardness is used for investigation of the 

institutional arrangements, dialogue and trust dynamics are used for investigation of the relational 

arrangements.  

As identified earlier, in section 4.4, this thesis employs two different data collection methods: 

document analyses (for the first case) and interviews (for the second and third cases). For the 
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second and third cases, analyses based on triangulation of the various participants from the parties 

involved are conducted. However, the main triangulation is implemented from the findings of the 

first case (autonomy settings) to those of the second and third cases (control arrangement). In other 

words, data found in the second and third cases can be validated with the data collected for the 

first case (shown by the dashed line in Figure 4.1). This is because this thesis views autonomy and 

control arrangements as being correlated (see discussion in Chapter 2, section 2.2.5), and this 

analysis also facilitates an understanding of the researched quintain and improves the overall 

validity. 

4.5.2. Agency Taxonomy Based on Autonomy Construction 

Agency typologies from Gill (2002), Greve et al. (1999) and Van Thiel (2012) have facilitated 

agency comparison over many countries across different degrees of economic advancement and 

socio-political administrative systems. However, these categorisations largely aim to provide 

administrative identification of public agencies in terms of their legal identity and the environment 

in which the agencies work. The typologies do not provide a proper foundation for agency students 

in understanding the linkage between the autonomy obtained by agencies and their accountability, 

through which agent-principal relationships and expectations of agents can be analysed. For this 

reason, further categorisation is needed. The framework provided in this section responds to this 

need. At the same time, the framework is able to facilitate discussions in answering the first 

research sub-question as stated in Chapter 1, “How are PSAs positioned among other types of 

public sector agencies in Indonesia in terms of autonomy?”  

This thesis follows Trondal’s (2014) agency definition and aligns with Talbot et al.’s (2000) 

definition in excluding contracting out, voluntary/charity organisations, and government 

corporations/enterprises from agency-type organisations. This thesis draws on Van Thiel (2012) 

agency typology. Semi-autonomous agencies that are discussed in this thesis are those that can be 

included in Type 1 and Type 2 of the Van Thiel et al. (2012) typology. This means that the 

analytical framework for grouping agencies used in this thesis aligns with the agency identification 

of Van Thiel et al.’s Type 1 and Type 2. Aligned with the notion of linking autonomy and 

accountability suggested by Liegl (2001), this study maintains that the setting of agency autonomy 
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needs to be matched with the expected accountability. By linking autonomy and accountability, 

this thesis is expected to facilitate understanding of the autonomy and control balance. Therefore, 

the initial identification is then followed with identification of the agency autonomy constructions, 

accommodating different directions of two aspects of autonomy: political and managerial. This 

autonomy construction has not been included in most previous agency typologies. Identification 

of these different aspects of autonomy adapts the Verhoest et al. (2004) and Christensen (2001) 

frameworks.  

The terms political autonomy and managerial autonomy refer to the scope in which autonomy is 

classified. Looking at the terms used in the literature as discussed in Chapter 2, political autonomy 

here is not about such autonomy defined in political study as found in Foldvary (2011), but rather 

combination of several autonomy scopes found in the agency literature as explained in Section 

2.2.4 of Chapter 2. 

In differentiating the autonomy granted to agencies, this thesis follows Christensen’s (2001) study 

in organisational autonomy levelling; hence, for simplification, both managerial autonomy and 

political autonomy are graded into two levels: low and high levels. Political autonomy in this thesis 

refers to the agency’s legal status and agency head appointment that is distanced from ministers. 

Managerial autonomy refers to managerial elements that are different from those in the public 

service, including financial and personnel management. All studied semi-autonomous agencies are 

evaluated based on the criteria defined in Table 4.2. 
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Table 4.2 Framework for agency groupings based on autonomy levels 

Aspects/sub-
aspects 

Elements Lower autonomy  Higher autonomy 

Political Legal status Totally parts of ministries Partially or totally 
separate from ministries 
or legally independent 

 Agency head 
appointment 

Appointed by the ministers 
or the delegated senior 
officials, strong ministerial 
influence  

Less minister or 
ministry influences 

Managerial 

- Financial Government funds 
allocated 

Maximum, detailed, strictly 
spent, leads to complex 
reporting 

Minimum, generic, can 
cover various expenses 

 Expenses and 
generated revenue 

Follow the Public Financial 
Management Act 

To some extent discrete 
from the act 

- Human    
resources 

Employee 
recruitment 

Centralised in and 
coordinated by the 
ministries 

Separated from the 
bureaucracy system or 
totally autonomous 
recruitment 

 Remuneration 
systems 

Uniform across the 
bureaucracy 

Varied, more 
performance 
emphasised 

Source: Adapted from Verhoest et al. (2004) and Christensen (2001). 

Political autonomy is considered high when the legal identity of an agency is independent from 

the government and/or the agency head’s appointment is to some extent presidential, or involves 

public representatives. On the other hand, managerial autonomy is considered high when agencies 

are largely not entitled to public financial management, where the allocated government funds are 

not tightly controlled, and spending and generated revenue can be managed more flexibly. In 

addition, consideration is also given as to whether human resources management is excluded from 

the practice and policy which are common in the bureaucracy. This includes employee recruitment 

that is conducted independently and a salary/payment system that is outside the uniform civil 

service payment system.  
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Evaluation of the combination of both political and managerial autonomy, therefore, results in the 

inclusion of public agencies into one of the autonomy quadrants shown in Figure 4.2 where: 

● Quadrant 1 (Q1) refers to lower managerial autonomy and lower political autonomy 

● Quadrant 2 (Q2) refers to higher managerial autonomy and lower political autonomy 

● Quadrant 3 (Q3) refers to lower managerial autonomy and higher political autonomy 

● Quadrant 4 (Q4) refers to higher managerial autonomy and higher political autonomy. 

 
Adapted from Verhoest et al. (2004) and Christensen (2001). 

Figure 4.2 The autonomy evaluation quadrants 

This agency grouping is a helpful foundation for further analysis of accountability and the 

principal’s expectations from giving such autonomy to the agencies. Compared to other 

classifications, such as Van Thiel et al.’s (2012), Gill’s (2002) or Greve et al.’s (1999), grouping 

public agencies into the autonomy quadrants may result in different categorisations. To look at the 

differences between the proposed classification and existing classifications, the legally 

independent NSAs can be used as an example. According to Van Thiel et al.’s taxonomy, these 

agencies are entirely grouped as Type 2 organisations. However, using the autonomy quadrants, 

the independent NSAs can be grouped either in Q3 or Q4, showing that the agencies obviously 

acquire a high level of political autonomy while their managerial autonomy levels may be 

different, either low or high.  

Evaluation based on the autonomy quadrants is then followed by analysis of the accountability 

required from the granted autonomy, as governed by the general regulations and agency statutes. 
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The accountability relationships and mechanisms found from the regulations and agency statutes 

as well as from empirical practices are expected to drive further analysis regarding the expectations 

of the agencies. This series of evaluations of the PSA agency group forms a foundation for the 

expected arrangement of the PSA contracting system, which is the focus of next two investigations. 

4.5.3. Contract Hardness: An Institutional Arrangement 
Contract version in terms of hardness and softness has been the dominant evaluation framework 

in the literature for studies of contracting practices. Given this dominance, this thesis draws on 

studies by Greve and Ejersbo (2005) and Verhoest (2005) to answer the second research sub-

question as stated in Chapter 1, “What is the institutional arrangement of the PSA performance 

contracting system, especially in terms of contract hardness?” With the use of the contract hardness 

concept, this thesis investigates the accommodation of New Public Management (NPM) tenets in 

the governance of the performance contracting system. As identified by some scholars (e.g. Fortin 

and Hassel, 2000), NPM thinking suggests a hard view of performance contracts. Under the 

dominant influence of principal-agent theory, NPM suggests the pursuit of the principal’s 

expectations over the agent’s in performance contracting. The more NPM tenets are adopted, 

therefore, the harder the contract arrangement. Following the effort to investigate the position of 

PSAs among any other agency types in terms of autonomy, as described in section 4.5.2, 

investigation of contract hardness of the PSA performance contracting system is an effort to 

portray the control arrangement of this agency type.  

Contract hardness in this chapter refers to the extent of “attendance cost” of actors in presenting 

NPM tenets in performance contracting processes. The attendance cost includes, but is not limited 

to, financial, personnel, and psychological aspects. Following studies which focus on institutional 

settings, such as those by Greve and Ejersbo (2005) and Verhoest (2005b), in defining contract 

hardness this framework focuses particularly on institutional settings of NPM principles, 

summarised in Table 4.3, in the implementation of the PSA performance contracting system.   
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Table 4.3 Levels of contract hardness 

Settings Harder Softer 

Performance emphasis  Much emphasis on higher 
performance  

Less emphasis on higher 
performance 

Agent-principal 
involvement  

Much contact and intervention 
policy 

Less contact and intervention 
policy 

Conflicting interests Higher frequency of occurrence  Lower frequency of 
occurrence  

Performance 
consequences 

Negative or positive sanctions No sanctions available  

Source: Adapted from Greve and Ejersbo (2005) and Verhoest (2005b). 

Acknowledging the influence of NPM in recent developments in public administration and 

management in many countries (Hood, 1995), this thesis connects the contract settings to the 

conditions brought about by NPM thinking. Hood (1991) argues that NPM has been mainly 

supported by two pillars of ideas. The first of these brings the notion of autonomy in the 

management of organisations whereas the other encourages controls on resource allocation and 

monitoring of agent behaviours by principals. The introduction of NPM is a direct response to the 

failure of the traditional hierarchical bureaucracy to achieve stronger performance in the public 

service (Hughes, 2017). NPM, therefore, aims to drive government agencies to improve their 

performance using various managerial tools and techniques, including performance contracting, 

which have been adopted from the private sector (e.g. Drewry et al., 2005; Fortin, 2000; Greve 

and Ejersbo 2005; Verhoest 2005; Talbot, 2004). In the context of performance contracting as a 

managerial tool initiated by Indonesia’s MoF, governance is established in accordance with the 

preference of the principal. It has been empirically found that many reforming governments have 

either implicitly or explicitly included a performance emphasis in regulations (Romzek, 2000), so 

it is unsurprising that the Indonesian government might also use a similar approach. The emphasis 

on performance can be seen from either textual documentation, such as regulations and 

correspondence, or verbal communication and behavioural approaches produced in the agent-
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principal relationship. The degree of contract hardness, therefore, can be polarised into “much 

emphasis” and “less emphasis”.  

In regard to agency contracts, the interactions between agents and principals are crucial in 

determining the characteristics of the institutional environment (see Binderkrantz and Christensen, 

2009; Bjørnholt and Salomonsen, 2015; Verhoest, 2005). An empirical study by Binderkrantz and 

Christensen (2009) on the internal contracts of the Danish government shows various levels of 

involvement among the actors in the country’s performance contract system. The authors reveal 

changes in ministerial roles and in involvement in system implementation. In the early stages of 

development, the role of the Danish Ministry of Finance (MoF) as a regulator was central. The 

ministry set up the contract regime which was accompanied by a “budget guarantee” that explicitly 

excluded cutbacks in the contract period (Greve, 2000: pp.157-158). Through a learning process 

from over a decade of implementation, the contract regime made room for adjustments of the 

existing institutional environment, which was influenced by the involvement of actors. This 

resulted in the rebalancing of the MoF role in favour of individual ministries and agencies (Greve, 

2000). The revised balance might have resulted from challenges from powerful ministries (Greve, 

2000: p.163) and knowledge acquired from years of experience (Binderkrantz and Christensen, 

2009). Following the above studies, this chapter argues that agent and principal involvement can 

mirror the level of contract hardness.  

In circumstances where multiple principals exist in the relationships, such as in PSA governance, 

various combinations of the involvement of the financial principal (MoF), technical principal 

parent ministries, and PSAs will produce various conditions that can indicate contract hardness. 

Various combinations of agent-principal involvement would result in resource deployment, such 

as institutional initiatives to regulate contracts, including meeting arrangements and personnel 

attendance in the contracting processes. The involvement of the actors can be seen from contacts 

or interactions assembled in the contract subsystems. These include either bipartite inter-principal 

meetings, meetings between a principal and PSAs, or tripartite meetings between the dual 

principals and the agencies. In addition to this, the eagerness of the parties involved to influence 

and persuade each other in the contracting processes will also increase the tension of the attended 

meetings and hence determine the contract hardness.  
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The main tenets of an NPM influencing theory (principal and agent theory) focus on information 

asymmetry between agent and principal and opportunistic behaviour resulting from self-interest, 

both of which lead to conflicts (Eisenhardt, 1989; Van Slyke, 2007). In addition, to reduce agent 

opportunism and steer the agents to achieve goal alignment, the principal in a principal-agent 

relationship uses incentives and sanctions (Van Slyke, 2007). Incentives refer to positive 

consequences for performance while sanctions refer to negative consequences for performance. 

Regarding this, different governments may apply different approaches in applying consequences 

to agency performance. For example, a country like Vanuatu does not adopt performance 

consequences in its performance contracting system while countries like Fiji and the Solomon 

Islands provide financial incentives for individual senior executives of organisations where 

performance exceeds the target (O'Donnell and Turner, 2005). Alternatively, the Danish 

government links agency performance with budget allocation (Binderkrantz and Christensen, 

2009). Some other countries, for example the United States, provide negative sanctions along with 

positive consequences (Peters, 2001). These varied policies can be seen as a type of contract setting 

where the negative consequences brought into a system indicate a harder contract (Van Thiel et 

al., 2012). 

Conflicting interests between agents and principals is a major agency problem (Smith et al., 2018). 

Boatright (2000: p.202) defines a conflict of interest as a situation in which:  

a personal or institutional interest interferes with the ability of an individual or institution to 
act in the interest of another party, when the individual or the institution has an ethical or legal 
obligation to act in that other party’s interest.  

According to Palazzo and Rethel (2008: p.196), conflicts of interest are prone to appear either in 

unregulated areas, where it is tempting to exploit loopholes, or in areas that are heavily regulated. 

The condition of loose governance, as present in the PSA contracting system, therefore, leaves 

loopholes through which actors may pursue divergent interests. Some authors (e.g. Palazzo and 

Rethel, 2008) identify various conflicts that may exist in the individual systems they studied. 

Following these studies, the proposed framework for this thesis identifies three possible types of 

conflict of interest in the PSA contracting system based on individuals whose interests conflict. 

These are conflicts between the financial principal (MoF) and PSAs, between the financial 

principal (MoF) and technical principal parent ministries, and between technical principal parent 
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ministries and PSAs. The contract hardness is therefore determined from the conflict loads within 

the contracting processes, covering various types of conflicts and the weight of the conflicts. 

In order to capture the dynamic nature of the contract setting, the investigation of contract hardness 

in this thesis follows Verhoest’s (2005b) study, which divided the contracting system into three 

subsystems, namely planning, evaluating, and rewarding. Chapter 3 showed how the PSA 

contracting system was developed. In the first phase of its introduction, the governance only 

covered techniques and approaches for performance evaluation. The most recent regulation (DG 

Treasury decree 05/2017), however, also covers planning and performance monitoring 

subsystems. The investigation of contract hardness for PSAs is, therefore, defined by the three 

subsystems: planning, monitoring, and evaluation.       

4.5.4. Dialogue and Trust Dynamics: A Relational Arrangement 

Coupled with the institutional arrangement, the relational perspective of the contract arrangement 

involves identifying the characteristics of relationships between the actors involved in the 

operations of the PSA contracting system. Two concepts that have been promoted by scholars to 

characterise productive relationships between agents and principals are trust and dialogue. These 

two concepts are often discussed as being in alignment and sometimes overlapping. With the 

motivation of incorporating the dialogue concept into the concept of trust, this final discussion 

relates to the investigation of the research sub-question: “What are the dynamics of dialogue and 

trust in the relational arrangement of the PSA performance contracting system?” as stated in 

Chapter 1.  

In attempting to incorporate the idea of dialogue into the interorganisational trust concept, this 

thesis proposes a research framework illustrated in Figure 4.3. This framework allows trust to be 

viewed as a variable that can develop through the fulfilment of expectations in dialogue. The 

research framework proposes the attribution of behavioural commitment in observing expectation 

fulfilment among the interacting actors. In line with the notion of interorganisational relationships, 

the actors are viewed as boundary spanners who have dual roles: private and organisational. 

Boundary spanners in this thesis are social actors who are involved with, and often meet each other 
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in, performance contracting stages. Under the PSA contracting system, the boundary spanners of 

agencies, the financial principal (MoF), and technical principals (parent ministries) could be top 

executives, middle and lower-level managers, and staff in non-structural positions. They may bring 

their own expectations into dialogue.  

 

Designed by the author 

Figure 4.3 Conception of trust 

This thesis asserts that agencies and principals are in competing positions. Moreover, this thesis 

also maintains that both financial and technical principals stand on the same side. The expectations 

therefore emerge from agencies on the one side and principals on the other side. They have 

expectations of each other in the dialogue. Based on an agreement with trust conceptualisations 

that posit expectations as a central element, this chapter identifies the beginning of the analysis on 

the dynamics of dialogue and trust as the identification of reciprocal expectations of the boundary 

spanners.  

“Dialogue” in this chapter refers to a “container” (Issacs, 2001) where the actors are enabled to 

deal with their expectations of each other and how they are fulfilled. In order to identify the 

dynamic nature of dialogue and trust, an investigation is conducted in each stage of performance 

contracting. By taking this approach, the study allows identification of the dominant dialogue 

theme in pairing expectations maintained by both agencies and principals in each contract stage. 

Trust signalled by both principals and agencies is expected to result from dialogues, and thus the 

dialogues, through their contribution to building trust, help to fulfil the expectations of each party. 

The dialogues themselves have characteristics which are influenced by the expectations brought 

by the interacting actors in each contracting stage, as summarised in  

Table 4.4. The expectations can be formally arranged and explicitly designated in the contract 

institution, but sometimes they are embedded in and hidden under the nature of the interactions 

between the boundary spanners.  

Expectations ➔ Dialogue ➔ Trust signals 
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Table 4.4 Analytical framework of expectations and dialogue in contract stages 

Contract stages  
Expectation of the actors for their counterparts Dialogue 

themes Principals  Agencies  

Planning Commitment of agencies to 
optimise their resources  

Commitment of principals to 
take agency limitations into 
account 

Negotiation 
 

Implementation Commitment to follow the 
rules given by principals and 
other authorities and attain 
performance goals  

Commitment of principals to 
assist agencies in facing 
problems 

Cooperation 

Evaluation  Commitment to provide 
reliable performance 
information  

Commitment of MoF to approve 
proposals for performance-
linked financial incentive 
payment  

Rational 
exchange 
 

Source: Adapted from Hoezen et al. (2012), Uttam and Le Lann Roos (2015), and Laihonen and Mäntylä (2017). 

Table 4.4’s analytical framework allows the inclusion of dialogue in the conception of trust 

building through contract stages: planning, implementation, and evaluation. Linking this with the 

analytical framework in the previous section, which attaches assessment of contract hardness to 

contract subsystems, the planning stage in this framework refers to the planning subsystem 

arrangement and the evaluation stage refers to the measurement and rewarding of subsystems. In 

addition, the framework in this section maintains that the implementation stage is grounded in the 

characteristics of the boundary spanners’ relationships.  

As identified in the context chapter (Chapter 3), almost all PSAs are ministerial subsidiaries with 

hierarchical command structures and relationships. This condition very likely may drive principals 

to align their agencies’ performance goals with ministerial goals and to see performance 

contracting as a vehicle to achieve ministerial performance. As described in section 3.4.4 of 

Chapter 3, the governance of the PSA contracting system has introduced the principle of 

“challenging and realistic” in the planning stage. While the agencies emphasise the “realistic” 

element by inviting principals to consider some agency limitations, the principals focus on the 

“challenging” element, by encouraging agencies to optimise their resources. In the planning stage, 



 
Chapter 4  115 
 

expectations therefore refer to either the commitment of agencies to optimise their resources 

(principal perspective) or the commitment of principals to take agency limitations into account 

(agency perspective). Both agencies and principals will bring their own dominant expectations to 

the dialogue, in which expectations are then shared. Therefore, the dialogue theme between 

agencies and principals during this stage is mainly focused on negotiation.  

Similarly, the PSA contract governance institutionalises dialogue forums in the evaluation stage, 

which covers performance reporting and performance rewarding subsystems as in the previous 

section. Within dialogue forums in the evaluation stage, agencies are expected to provide reliable 

performance information. The inclusion in the report of a disclosure statement on data reliabilities 

requires a commitment of agencies to provide reliable performance information to the principals. 

As a consequence of agencies’ performance, the principals are expected to be committed to 

granting approvals for agency financial benefits that are related to performance achievements. 

Therefore, dialogue between agencies and principals is mainly focused on the rational exchange 

theme. 

Unlike the earlier stages discussed, the contract implementation stage is not specified in the 

relevant regulations. However, this stage is supported by the 2014 MoU on institutional 

cooperation between financial principal and technical principals (see the research context in the 

previous chapter). This MoU mainly engages the principals in coordinating efforts for overseeing 

PSAs. However, how the principals and agencies engage is absent from the MoU. As mentioned 

earlier, agent-principal relationships in PSA governance are mainly characterised by traditional 

hierarchical relationships because most PSAs are, in organisational terms, subsidiary organisations 

of ministerial departments and vehicles of their parent ministries for achieving their performance 

goals. This implies that the ministerial departments are likely to be responsible for the success of 

agencies in delivering the mandated ministerial functions. Along with the ministries’ role as 

principals, MoF as the financial principal is also involved in efforts to promote the success of 

agencies. Under the MoU, both principals are encouraged to coordinate their efforts in guiding the 

agencies to comply with governance and directions designed by the principals to achieve the 

contracted targets. Reciprocally, the agencies may expect principals to be in partnership with them 

in fulfilling the principals’ expectations, including finding solutions when the agencies face 
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problems or are struggling to attain performance goals. Given these mutual expectations, dialogue 

is therefore mainly focused on cooperation between agencies and principals in achieving the 

targets.   

With the aim of acknowledging the reciprocity of expectations in the conception of trust, this 

framework adapts the trust definitions of Oomsels and Bouckaert (2014). According to the authors 

(p.600), interorganisational trust in public administration can be defined as a subjective evaluation 

on the dialogue of expectations by boundary spanners regarding their intentional and behavioural 

suspension of vulnerability on the basis of the fulfilment of reciprocal expectations. Adopting the 

work of Oomsels and Bouckaert (2014) and Rosseau (1998), interorganisational trust in this 

chapter covers various types of trust that have been used by prominent authors, giving respect to 

what has been accomplished. However, unlike Oomsels and Bouckaert (2014), trust transfers from 

the individual level to the organisational level can be investigated with two levels of analysis 

through the adopting the notion of the dual, but unified, boundary spanner roles (personal and 

organisational) as a unifying element. Adopting the notion of integrated dual roles allows the view 

of a “boundary spanner” as a private individual profile and an organisational profile at the same 

time. The levels of analysis are therefore viewed as differentiating trust development either on an 

intrapersonal or interpersonal/organisational level. This is in line with Rousseau et al.’s (1998) 

levels of analysis. At the intrapersonal level, the adoption of the integrated dual roles allows 

boundary spanners to rely on calculus-, role-, and rule-based trust in making trusting decisions. At 

the interpersonal/interorganisational level, trusting decisions are based on relational and routines-

based trust. It could also be argued that the employment of integrated dual roles of boundary 

spanners may eliminate a tendency to build disposition-based trust, because the organisational role 

brings a set of knowledge around the system where the boundary spanners interact. This 

knowledge then prevents the boundary spanners from fully asserting predisposition traits without 

considering the initial knowledge. Dysfunctional trusting relationships are largely caused by the 

assertion of calculus-based trust together with a self-interest orientation which is in conflict with 

regulations. 

Three behavioural signals identified by Hirschman (1970) are adapted in this framework to assist 

identification of trust resulting from the fulfilment of the actors’ expectations. “Exit” can be used 
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to describe a response from an actor that indicates lower levels of trust which trigger the actor to 

breach the relationship and shift it to one or more other relationships with one or more other 

potential trustees. A fundamental context that enables this behaviour is a competitive market where 

multiple options of trustor-trustee relationships exist. In the PSA contracting system where 

relationships are obligatory, this strategy is not an option for a majority of PSAs, although either 

the agencies may send signals of such willingness to their principals or the parent ministries may 

send these signals to the ultimate authority, MoF. “Voice” can be defined as an actor’s response 

to other actors in seeking an improvement in conditions where expectations are not fully met. The 

voice can be delivered directly to the trustee, via a formal complaint delivery channel, or through 

other channels outside the system. This, on the one hand, signals a lower level of trust and, on the 

other hand, suggests that the actor still has hope that the trustee can improve the fulfilment of the 

actor’s expectations. Moreover, choosing a voice may perhaps be caused by the absence of an exit 

route for the actor from the relationship, as is the case in most relationships within the public 

service. Finally, the “loyalty” option basically signals a higher level of trust and hence an actor 

who is willing to continue the relationship. Compared to other signals, where the relationship 

institution may influence the actors to produce the signals, loyalty is signalled by actors who truly 

prefer to neither exit the relationship nor voice complaints. 

4.6. Analysis Strategies 
To place the collected data (documents and interviews) in the frameworks provided for this study, 

different analysis strategies are needed, driven not only by different methods, but also by the 

different research questions. The following subsections hence present analysis strategies for 

different research questions based on both the research methods and research questions.   

4.6.1. Document Analysis 
The document analysis method mentioned in subsection 4.4.1 is used to investigate the agency 

taxonomy arrangements of public agencies (the first question sub-research as identified in Chapter 

1). Analysis of the collected documents is conducted in two layers. In the first layer of analysis, 

this thesis follows the agency definition used by numerous agency scholars (e.g. Gill, 2002; Greve, 

1999; Van Thiel, 2012). As mentioned earlier in Chapter 3, other than PSA, the identification of 
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other agency types is to some extent disputed. Two authorities whose functions are related to 

managing information around the agencies, the Ministry of Apparatus and Bureaucracy Reform 

(MoABR) and the Public Administration Institute (PAI), were not in agreement in grouping 

agencies into NMA and NSA categories. Identification of various types of agencies can be traced 

from the statutes by which agencies are established and from regulations around agency typology. 

Similarly, the second layer of analysis is also mainly based on the statutes and regulations. Unlike 

the identification of NSAs and their autonomy arrangements, which can be reviewed from the 

individual statutes through which the agencies are established, the identification of the other two 

agency types, NMA and PSA, can be reviewed from a series of government regulations on 

ministerial agencies which have changed several times due to the establishment and removal of 

agencies (NMAs), and the Government Regulation 23/2005 on the financial magement of PSAs. 

These various legal bases are not only used to identify what agency type agencies can be grouped 

into, but also to identify two different kinds of autonomy, political and managerial, maintained by 

the agencies, including combinations of these autonomy aspects, as defined in Table 4.2. To 

identify the autonomy arrangements, the legal bases are positioned in comparison with a set of 

regulations on public sector management of employment and finance. As a result of the analysis 

this far, the identified agencies can then be grouped into four different quadrants of autonomy 

constructions, as defined in Figure 4.2.  

Another branch of the second-layer analysis is conducted to identify the accountability systems of 

different agency groups in relation to institution-based and relation-based mechanisms. 

Organisational structure is one of aspects that is analysed. Organisational structure is related to the 

agency head’s position towards the executive power; that is, whether they are either directly 

accountable to the President or are positioned under a minister or a coordination of ministries. The 

performance reporting system, including the financial reporting system, is another aspect of 

agencies that is also analysed. Again, this analysis relies heavily on the related statutes and 

regulations. The accountability system is also viewed from a relational perspective in terms of how 

agencies account to their principals. In doing so, collected information from various internet-based 

sources is analysed to identify the characteristics of relation-based accountability mechanisms. 

Investigation of this researched phenomenon provides a foundation for further discussion of the 
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performance contract arrangement related to the last two research sub-questions. This part of the 

thesis also analyses the regulation-based accountability mechanisms and relation-based 

accountability mechanisms of each agency group.  

In doing analysis based on the regulations and statues, this thesis did not revealed the regulations 

and statutes based references in the finding chapter of autonomy and accountability arrangement 

(Chapter 5) for the smooth of the discussions. The references rather kept in the appendices of 

consolidated lists of NMAs and NSAs (Appendix 2 and Appendix 3).   

4.6.2. Semi-structured Interviews 
This research method is employed for investigations of the second and the third research sub-

questions as identified in Chapter 1. Adapting suggestions from Bryman (2016), the analyses of 

the collected data are conducted through the processes described in Table 4.5.  
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Table 4.5 Analysis strategies 

Processes Second research sub-question Third research sub-question 

Data 
grouping to 
themes 

Similarities and differences are classified into 
the criteria of contract hardness: performance 
emphasis, involvements of the actors, 
conflicting interests, and performance 
consequences. 

Similarities and differences are 
classified based on different elements 
of trust development: identification of 
expectations, dialogue where the 
expectations are exchanged and 
fulfilled, and trust signals as responses 
from expectation fulfilment.  

Meanings 
developed 

The meanings of each criterion of contract 
hardness are constructed from two sources. 
First, the author’s review of the fundamental 
regulations of performance contracting both on 
the national level and those specifically 
designed for PSAs. Second, collected data 
from interviews which capture the views of 
three different parties involved in the 
operationalisation of the PSA contracting 
system; namely, agencies, financial principal 
(MoF), and technical principals (parent 
ministries). Rather than being contrasted, the 
three involved parties are treated as being in a 
collaboration, which allows the views reflected 
in their responses to complement each other, 
either by participants from the same group or 
through a combination from different groups of 
participants. To help identification of the 
sources through which data are triangulated, 
the groups of participants are labelled with AG 
(for agency), FP (financial principal – MoF), 
and TP (technical principal – parent ministry). 

As the study investigates reciprocating 
trust between agencies and principals, 
the meanings of each element of trust 
development are differentiated in terms 
of whether these are from agencies or 
the principals. Similar to the previous 
investigation, triangulation takes place 
either in the same group or a 
combination of different groups of 
research participants, labelled with the 
same identification as in the previous 
investigation.  

 

First layer 
of analysis 

The analysis of the picture of contract hardness 
criteria in each contract subsystem.  

The analysis of the picture of trust 
development in each contract stage. 

Second 
layer of 
analysis 

The analysis of the picture of the overall 
system’s contract hardness and the 
identification of the most important hardness 
criteria. 

The analysis of the picture of the 
overall dialogue and trust dynamics of 
the contracting system. 

Source: Designed by the author, adapted from Bryman (2016). 

Both research questions employ similar analysis strategies. They start with grouping the collected 

data into themes and developing meanings, and end with two layers of analysis. In the second 

research sub-question investigation, two data sources—documents and interviews—are utilised. 
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However, when data from the two different sources do not match, the interviews outweigh the 

documents. The approach to finding the meanings from interviews involves an elaboration view, 

where participants from the same group or from different groups of participants determine the 

meanings. However, the investigation of the third research sub-question relies heavily on 

participants who were boundary spanners. 

4.7. Chapter Summary 

This thesis employs a multicase study strategy (Stake, 2006) with mixed qualitative research 

methods. Using this research strategy, this thesis is viewed as a project consisting of three cases 

which, while independent, all provide support for answering the main research question. 

Moreover, each case has been designed within a different research framework and using its own 

data collection methods. Due to the wide coverage of the first sub-question, data collected for the 

first case mainly relies on document analysis. In addition to this method, the other two cases also 

utilise interviews as the main data source. The interviews involve over fifty officials both from 

agencies and principals (parent ministries and MoF). The approach used in finding the meanings 

starts with data separation based on themes and then triangulating data from participants either 

within the same group or from different groups of participants.
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Chapter 5:                                                                         
Agencification Typology in Managing Autonomy and 

Accountability 

5.1. Introduction 

This chapter presents findings and discussion related to the first research sub-question stated in 

Chapter 1: “How are PSAs positioned among other types of public sector agencies in Indonesia in 

terms of autonomy?” This chapter is written to identify public service agencies (PSAs) among any 

other agency types in Indonesia’s administration. Using the analytical framework illustrated in 

Figure 4.2, this chapter groups three agency types into four quadrants of political and managerial 

autonomy combinations. These include lower level managerial autonomy and lower level political 

autonomy (Q1), higher level managerial autonomy and lower level political autonomy (Q2), lower 

level managerial autonomy and higher level political autonomy (Q3), and higher level managerial 

autonomy and higher level political autonomy (Q4). The autonomy identification is then followed 

with an analysis of the accountability expected from the allocated level of autonomy. Before 

moving to the identification of autonomy construction, this chapter defines the three agency types 

as mentioned in Chapter 3. To some extent, this provides comparisons among the agency types. 

Although the analysis of this chapter relies heavily on the collected documents, as explained in 

sub section 4.6.1, for the reason on the smooth of discussion flows, this chapter does not always 

provide related regulations and statues by which analyses are supported. They rather collected in 

relevant appendices. 

5.2. Non-ministerial Agency (NMA) 

NMA is basically a group of statutory agencies which are segregated from the state ministries but 

still part of the executive. The term “non-ministerial agency” is formally identified in each agency 

statute. Originally, each NMA was established as a President direct report agency. However, after 

the enactment of Presidential Decree number 103/2001, NMA governance became seemingly 
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uniform in terms of organisational structure, and NMAs no longer report directly to the President. 

Although NMAs are still accountable to the President, they now work under the coordination of 

relevant ministries. This practice to some extent has led to more coordinated overall NMA 

programs, most of which support government core functions, and a more controlled proliferation 

of this agency type.  

NMAs are created to support the government in providing specific public services that need 

specific expertise (Public Administration Institute, 2013). Rather than being policy makers, most 

NMAs are intended to be government advisers, and a smaller number are designed as public 

service providers for both other public organisations and the public. Regarding their legal status, 

this organisation type is not separate from the executive. Similar to ministerial departments, 

general regulations for public services are applied to this agency type. However, according to the 

State Ministries Act 2008, NMA is defined as institutions under presidential control and which are 

responsible to the President through the relevant appointed coordinating ministers. This implies 

that NMA agencies are more autonomous in political terms than ministerial departments. The 

agency heads are appointed by the President, although some coordinating ministries are quite 

influential in the agency head candidature process. Under this mechanism, the President makes an 

appointment among candidates proposed by the coordinating ministers. This type of governance 

structure is embraced by most NMAs (twenty-six of twenty-eight agencies, see Appendix 2 for 

more details). Despite the role of coordinating ministers in the presidential appointment of agency 

heads, this group of NMAs is considered to have relatively high levels of political autonomy. 

Having this political autonomy makes the agencies politically almost equal to ministries, although 

professionally the position of agency heads is similar to the highest-ranked (echelon one2) officials 

of central ministerial departments. The recognition of the political position of NMAs within the 

 
 

2 “Echelon” is common term used in the Indonesian public service to show ranks and levels of structural positions. 
The structural positions in the country’s administration are ranked into four layers, from echelon one (the highest) to 
echelon four (the lowest). In the state ministries, echelon one is attributed to positions like director generals, secretary 
generals, and inspector generals while in NMAs, echelon one is attributed to heads, vice agency heads, and the 
deputies. 
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government is strengthened by the statutes that govern them. Even an agency like the National 

Disaster Management Agency has its top executive assigned facilities equal to those of ministers.  

The higher level of political autonomy implies, and is accompanied by, higher autonomy in several 

aspects of human resources management, such as staff recruitment, and in relation to the agency 

head’s authority to promote and demote lower managerial positions and propose vice agency heads 

to the President. However, this autonomy is not complemented in other managerial elements; for 

example, agency employment systems are included in the public service employment regime, 

including staff-related payments. Likewise, the financial management of these agencies follows 

the strict regulations of the public financial management regime. Therefore, it appropriate to place 

this group of NMAs in Q3 of the autonomy quadrants in Figure 4.2, where agencies have higher 

political autonomy but lower autonomy in managerial aspects.  

Following several amendments of Presidential Decree 103/2001 in terms of the position, tasks, 

functions, authorities, organisational structures, and governance of NMAs, two NMAs—the 

National Development Planning Agency and the National Land Agency—are now led by ministers 

and not organisationally separated from the ministries. The top executive leadership positions of 

these two agencies are concurrently held by the coordinating ministers: the Minister of National 

Planning and the Minister of Agrarian and Spatial Planning, respectively. In the case of these two 

agencies, as authority delegation from the government does not occur, the ministry agencies have 

a low level of managerial autonomy. Looking at their autonomy features, these two agencies are, 

therefore, classified in Q1 of Figure 4.2. 

5.3. Non-structural Agency (NSA) 

NSA is a group of agencies that are created due to technical considerations where specific tasks 

cannot be carried out (Zoelva, 2010) and to address government problems that cannot be solved 

through public services provided from the hierarchical ministerial departments (Ayu, 2009). 

Further, Ayu (2009) argues that the reasons for the creation of more autonomous agencies are the 

lack of legitimacy and work overload of the existing government bodies, adaptation to the 

development of administration systems within and outside the country, the complexity of new 
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government tasks, and attempts towards good governance. Some of these organisations have 

largely legislative and regulative functions, while some others have administrative-executive 

functions, and the rest have some administrative-executive functions and close to judicative 

functions (Asshiddiqie, 2006: p.23). The creation of this type of organisation has been the preferred 

option for the government in creating new organisations that will be assigned to deliver new 

government roles or functions (Public Administration Institute, 2013). Some NSAs are mandated 

by laws while some others are created by lower level executive operational regulation products, 

such as government regulation, presidential decrees and ministerial decrees (Public Administration 

Institute, 2013; Zoelva, 2010). In general, it can be seen that similarity in terms of names or a legal 

basis do not guarantee that the agencies have similar organisational structures or governance and 

autonomy profiles. Appendix 3 shows the collection of NSAs in Indonesian administration. 

Compared to the NMA, an NSA is less defined, and its governance is much less guided. The term 

“non-structural agency” used for this classification has largely been developed through a long 

discussion around the proliferation of agencies which have not been collectively acknowledged in 

the country’s administrative system. The term is sometimes confused with commonly used terms 

such as “auxiliary body” and “independent commission” (Ayu, 2009) in more academic literature 

and with “sui generis agency” and “non-echelon unit” among administrators. Even though the term 

“non-structural agency” is used in the statutes of the earliest NSAs, some other phrases, such as 

“independent institution” and “institution which is freed from other parties’ intervention” are also 

used to identify agencies within the same group, and some NSAs are without any explicit 

organisational identification. Other labels, such as agency, institute, commission, board, team, unit, 

council, authority, and committee have also sometimes been attached to the organisational 

nomenclature of this type of agency.   

Given the absence of a proper definition (and noting that defining this term was not an aim of this 

thesis), the term NSA in this thesis covers all public sector agencies which are not included in 

other groups of government bodies (PSAs and NMAs) and which are not created under the 

constitution. This broad coverage consequently includes agencies with various layers, including 

ministerial agencies (under the ministries), executive agencies (under the government), and state 

agencies (beyond merely executive authority). Identification of this layering is crucial to the 
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identification of political autonomy levels. As described in section 4.5.2 of Chapter 4, political 

autonomy is determined by the influence of the ministries with which the agency is connected; 

therefore, ministerial agencies are likely to have lower political autonomy while other NSAs have 

higher political autonomy. Further considering political autonomy, another aspect of this type of 

autonomy can be understood from agencies’ legal identities. Agencies with an independent legal 

identity have higher levels of political autonomy while the political autonomy of agencies without 

legal identity rests on the positional layers of the agencies. Regarding this aspect of the political 

autonomy of NSAs, Figure 5.1 shows the division among NSAs. The agency division based on 

legal identity is similar to Van Thiel (2012) categorisations of semi-autonomous agency (Type 2) 

and autonomous agency (Type 3). 

 

Designed by the author from the collected data. 

Figure 5.1 NSA subgroups 

Among NSAs that are non-legal entities, only a few are ministerial agencies created to deliver 

specific ministerial tasks in which the decision making needs to be freed from the intervention of 

other parties. Examples of these agencies are the Indonesia Anti-Dumping Committee, the 

Indonesian Telecommunications Regulatory Agency, and the Hospital Regulatory Agency. These 

agencies are granted lower levels of both political and managerial autonomy. Indeed, 

organisationally these agencies are segregated from the ministries, and some executive members 

of these agencies are recruited from outside the civil service, yet they are appointed directly by the 

ministers. In terms of managerial aspects, such as budgeting and funding, the autonomy features 

indicate their inclusion in public finance and human resources management regulations. The 

absence of alternative sources of funding due to the non-charged services provided may not allow 

/ Ministerial Agency 
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any great extent of freedom in spending, including personnel expenses. These ministerial agencies 

are, consequently, grouped in Q1 in Figure 4.2.  

Another non-legal identity ministerial NSA, the Indonesia Professional Sports Agency, is granted 

more managerial autonomy due to its discrete organisational structure, the accommodation of non-

civil servant employment, and its funding sources and mechanisms. The agency’s statute supports 

this autonomy. Sources of funding mainly come from outside the government budget, and the 

supporting government funding is categorised as a subsidy, which is less dedicated to particular 

expenses. In other words, the agency can use the subsidy for various types of expenses. Moreover, 

other sources of funds are not considered as non-tax revenue, and consequently are excluded from 

the public non-tax revenue regime. These features indicate a higher level of agency autonomy in 

managerial aspects, together with a lower level of political autonomy, and hence the agency can 

be grouped in Q2 of Figure 4.2.  

A few other agencies within the non-legal identity NSA subgroup are state agencies, such as the 

Corruption Eradication Commission (CEC), Ombudsman of the Republic of Indonesia (ORI), and 

the National Human Rights Commission (NHRC). Through recruitment mechanisms by which the 

board of management members are selected and agency heads are appointed, the agencies gain 

authority not only from the executive, but also from the legislature, which is also involved in the 

recruitment process. In addition, the public are also involved in the process through their 

representation on selection committees or from an open recruitment policy. These types of 

agencies are mainly designed to oversee the delivery of functions by government and state bodies, 

and provide law enforcement in relation to administrative and political abuses or malpractice. 

These agencies are politically autonomous from the executive. However, these higher levels of 

political autonomy are not matched by higher autonomy levels in financial management. Since the 

only source of funding for these agencies is the government budget, almost all regulations for 

public financial management are applied to this agency subgroup. Even though the agencies have 

independence in personnel recruitment, this does not automatically lead to higher levels of 

managerial autonomy in relation to staff management. This is because the employment career 

progression of the agencies’ staff, both the functional professionals and the supporting civil 

servants, cannot be independently managed. While the professionals are covered by government 
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regulations, the civil servants are covered by the general regulations for public services, although 

a few specifically contextual government regulations also apply. This prevents the agencies from 

being granted higher levels of managerial autonomy cumulatively, and hence they are categorised 

in Q3 of Figure 4.2, where political autonomy is high while managerial autonomy is low.  

Another state NSA which is also not a legally independent organisation is the Financial Services 

Authority (FSA). This agency is created to provide policies, guidance, and oversight for the private 

sector in the area of financial services. The agency has relatively high levels of both managerial 

autonomy and political autonomy and hence is grouped in Q4 of Figure 4.2. Similar to the CEC, 

the ORI, and the NHRC, FSA executives are also recruited and selected through mechanisms that 

differ from common public sector practices, and are distanced from executive influences. The 

structure of the FSA consists of a council of commissioners and operational activities 

implementers, with each unit led by a commissioner. This structure is quite similar to a private 

sector board of directors and the members of the boards (i.e. directors). The majority of 

commissioners are selected by the parliament based on the individuals proposed by the President, 

while other commissioners are ex-officio; the latter positions are dedicated for a senior official 

from the Ministry of Finance (MoF) and a member of the Council of Governors of the Reserve 

Bank. Although MoF interests could be taken care of by its representative on the council of 

commissioners, this political appointment provides a degree of distance from direct ministry 

controls. In addition, the inclusion of a representative from the autonomous Reserve Bank among 

the commissioners gives the agency further distance from the executive. Along with this higher 

political autonomy, the agency also enjoys higher autonomy in managerial aspects. Besides their 

status as non-civil servants, the agency’s personnel are recruited and governed independently 

under the authority of the council of commissioners; therefore, their payment system is excluded 

from public services arrangements, as are the agency’s cost standards for expenses and its 

procurement system. In the early days of this agency, the government injected financial support 

for establishment activities. However, the injected funds were in the nature of funds placement, 

which can be spent for various expenses and are returned once the agency generates a financial 

surplus. As it developed, the agency became largely financed from levies imposed on the 

organisations which carry out activities in the financial services industry.  
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The remaining (and majority of) non-legal identity NSAs are executive agencies. The 

configuration of this group is more complex than those previously described. Some executive 

NSAs are councils and committees whose members are mostly cabinet members, and which are 

chaired by the President or Vice President. Examples include the National Council for Inclusive 

Finance, the National Council for Energy, the National Industry Committee, the National 

Committee of Sharia Finance, and the Committee for Acceleration and Expansion of Indonesian 

Economic Development. The main function of these organisations is maintaining coordination 

among government institutions which have functional similarities or whose functions overlap with 

each other. Other executive NSAs which have functional similarity with the President-led or Vice 

President-led NSAs are headed by ministers, while the members are also cabinet members, agency 

heads, and (sometimes) professionals from the community. This NSA subgroup includes the 

National Authority for Chemical Weapons and the Telecommunication Advisory Agency. Given 

that these agencies are politically segregated from ministerial structures and are fully funded by 

the national budget, where strict regulations on expenses are imposed, these agencies are grouped 

in Q3 of Figure 4.2. 

Adding to the complexity of the configuration, some executive NSAs are headed by professionals 

from either the civil service or the wider community. These agencies are mostly run by 

management boards which are under presidential appointment, with some power-sharing 

variations. Some management boards are directly appointed by the President (e.g. the Presidential 

Staff Office, the National Police Commission, and the Prosecutorial Commission), some are 

appointed via ministerial proposal (the Health Staff Council), or via selection committees under 

presidential or cabinet member control (e.g. the Nuclear Energy Advisory Council); some others 

have members appointed on the basis of the parliament’s advice (e.g. the Indonesian Children 

Protection Commission, the National Zakat Agency). The agency head appointments also vary, 

from presidential appointment to more democratic mechanisms among the appointed board 

members. The main functions of these agencies vary from merely executive affairs (the 

Presidential Staff Office), to overseeing state bodies (the National Police Commission and the 

Prosecutorial Commission), protecting citizen wellbeing (the Indonesian Children Protection 

Commission), and optimising public financial resources for national development (the National 
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Zakat Agency). Similar to all executive agencies, these political features obviously show higher 

levels of political autonomy. However, in terms of managerial aspects, all the agencies, except for 

the National Zakat Agency (NZA), have lower levels of managerial autonomy, and hence are 

classified under Q3 of the autonomy quadrants. Besides being fully financed by the government 

and covered by the public finance management regime, the employees of these agencies are civil 

servants.  

In contrast to other non-legal identity executive NSAs, NAZA is created to collect zakat3 from 

muzakki4, some of which is used for the operational funding of the agency. The exclusion of zakat 

from public non-tax revenue governance allows the exclusion of the agency’s expenses from the 

strict regulation of public financial management. Besides financing Muslim community-based 

facilities, the collected zakat is also used for financing other national-based facilities (the 

Parliament of the Republic of Indonesia, 2019). The agency’s personnel are also excluded from 

the civil service and the agency is allowed to independently recruit staff. Along with the higher 

political autonomy level of this agency, these management features show a higher level of 

managerial autonomy and the agency is, therefore, grouped in Q4 of Figure 4.2. 

All Indonesian agencies that are legally independent are ministerial or executive agencies, 

reflecting that in some countries, including Indonesia, legally independent state agencies are not 

part of the administrative tradition. These agencies include eleven Legally Independent Public 

Universities (LIPUs); Public Broadcasting Agencies (PBAs – Indonesia Radio and Indonesia 

Television); the Deposit Insurance Agency (DIA); the Health Chapter of the Social Security 

Agency (SSA Health Chapter); the Hajj Financial Management Agency (HFMA); and the 

Indonesian Academy of Sciences (IAS). While LIPUs are ministerial agencies, the remainder are 

executive agencies. The agencies are mainly designed as service providers to the public. Besides 

funding from the government, these bodies are funded by the sales or gains from their business 

activities, or by donors outside government. The nature of their business ranges from operating as 

 
 

3 Zakat is an Islamic-based tax. 
4 Muzakki refers to Islamic-based tax payers. 
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something of a monopoly (DIA and HFMA), to being partly competitive (SSA Health Chapter), 

or fully market competitive (LIPUs and PBAs). Most of these agencies can be grouped in Q4 of 

Figure 4.2. In terms of political autonomy, as well as being legally independent, the appointment 

of agency heads varies, sometimes involving presidential authority (the DIA, HFMA, and SSA 

Health Chapter), and sometimes involving more democratic mechanisms among stakeholders 

(LIPUs), members of the boards of directors (PBAs), and organisation members (IAS). Their 

organisational identity as legally independent agencies, to some extent, allows them to practise 

different management techniques from those used in the general bureaucracy, in terms of both 

finance and human resources.  

The two PBAs—Indonesia Radio and Indonesia Television—do not have the same level of 

managerial flexibility available to these otherwise similar agencies, and therefore should be 

grouped in Q3 of the autonomy quadrants. The statutes of these bodies require them to use 

practices standard to the bureaucracy for managing finance and human resources, with a degree of 

autonomy for non-civil servant recruitments. The inclusion of their generated income in the non-

tax revenue regime limits the agencies from gaining further autonomy in overall managerial 

aspects. The cost standards that should be followed do not allow the agencies to completely cover 

operational costs, which are most likely different from the expenses of the general bureaucracy. 

The majority of their personnel are employed as civil servants, which also limits the organisations 

from implementing the sort of sound business practices which are greatly needed to compete with 

private organisations within the broadcasting industry.  

Another variation in the group of independent agencies, in terms of organisational form, relates to 

the IAS. Unlike other legally independent agencies which are administrative organisations, the 

IAS is rather an association (of prominent Indonesian scientists). Its organisational structure and 

management features are quite similar to cooperatives, where members have authority to elect the 

agency head and decide internal governance (Indonesian Academy of Sciences, 1990). However, 

this organisational form does not prevent the agency from having relatively high levels of both 

political and managerial autonomy (Q4), similar to the majority of legally independent agencies. 

The agency statute allows the organisation to have its own internal statute and bylaws, which are 

agreed with all organisation members beforehand. The internal statute and bylaws are then 
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approved by the President. Along with income generated from other external sources, government 

funding, used for the development of science, has become a major source of funding for the 

agency. The agency is expected to provide opinions, suggestions, and advice to the public and the 

government regarding the utilisation of knowledge needed for national development and the 

welfare of the public (Indonesian Academy of Sciences, 2016). The IAS gains its higher political 

autonomy through the mechanism of the agency’s membership and the agency head appointments. 

In addition, a higher managerial autonomy is gained through a mandated authority which allows 

the organisation to create its own internal statute and bylaws, which are formulated and approved 

by its members.  

5.4. Public Service Agency (PSA) 
PSA is an agency type which typically does not have a legal identity, and, compared to NSAs, 

PSAs’ levels of autonomy are generally lower. The majority of PSAs are ministerial subsidiaries 

that deliver public services in the area of higher education (universities, colleges, and training 

centres) and health care (hospitals and clinics). This group represents over ninety per cent of all 

PSAs. Other ministerial agencies within this group also provide public services such as financial 

management; special zone and asset management; and industry, technology, and research-based 

services. An open policy on the creation of PSAs has allowed the organisational transformation of 

some NSAs into PSAs, including the Kemayoran Regional Management Agency, the Management 

Agency of Batam Free Trade and Free Port Area, and the Management Agency of Sabang Free 

Trade and Free Port Area. Similarly, a number of NMA subsidiaries, such as the Technology 

Service Centre and the Centre of Aerospace Technology Utilisation, were also transformed into 

PSAs. However, this transformation does not, in itself, make these organisations lose their 

organisational origin as NSAs or NMAs.   

Most PSAs provide quasi-public goods and conduct their business in various market models, 

including competitive and monopolistic arrangements. Healthcare and tertiary education 

industries, which, as previously noted, make up the majority of PSAs, operate in quite competitive 

markets. Currently, there are 4,713 tertiary education providers (Ministry of Research Technology 

and Higher Education, 2019) and 2,776 hospitals (Ministry of Health, 2018) throughout the 
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country, while the PSA hospitals and universities number 97 and 98 respectively (see Appendix 

1). In contrast, the monopoly nature of some PSAs is created through national or international 

regulations that assign a government agency as the single authority for conducting various types 

of certifications. An example of this is certifications for commercial maritime and aircraft 

personnel, which falls under the authority of the Ministry of Transportation (Government of 

Indonesia, 2009). Moreover, monopolisation is also driven by the characteristics of some 

businesses, where the ownership and security of the management of government assets and 

financial resources need to be clear. Included in this group are PSAs with responsibility for public 

assets and revolving funds management.  

Most heads of PSAs are appointed by ministers or delegated senior officers, NMA heads, or NSA 

heads. Other than ministerial appointment, heads of PSA universities (chancellors) are appointed 

through a more democratic mechanism where the university senate selects the three best 

candidates. Together with the senate, which has sixty-five per cent of the votes, the minister, who 

has thirty per cent of the votes, will appoint a candidate to be the chancellor (Ministry of Research 

Technology and Higher Education, 2017). While the senate votes can be spread among the three 

candidates, the mechanism provides for significant influence of the minister’s votes. In addition to 

their status as non-independent legal entities, the overall political autonomy of PSAs is relatively 

low.  

Although entering the PSA management regime means allowing the Minister of Finance to be the 

financial principal, partnering with parent ministers as technical principals (please refer to 

explanations of the terms financial principal and technical principal in section 3.4.3 of Chapter 3), 

this does not grant political authority to MoF, except for the approval of supervisory board 

members proposed by parent ministries. According to the Minister of Finance Decree number 

95/2016, the supervisory board is a PSA organ which is responsible for advising PSA leaders. The 

board contains three types of stakeholders: the technical principal, the financial principal, and 

professional or community members. The board’s role is to provide opinions and suggestions to 

the principals and the PSA executives regarding strategic and annual business plans. The board is 

also required to report any irregularities or decrease in performance of the PSA to the principals, 

either in regard to its financial affairs (to MoF) or in terms of its technical functioning (to the parent 
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ministry). As this condition acts as a constraint on PSA political autonomy, using the framework 

employed in this study PSAs are not categorised as having political autonomy. 

While on the one hand the political autonomy of PSAs is low, on the other hand the managerial 

discretion inherent in PSA governance bring about extra autonomy. This approach to governance 

is designed as a new format for public sector management (Government Regulation number 

23/2005). The range of areas in which PSAs have discretion is defined by both academics and 

administrators as flexibility (see Choi, 2016; Damhuri, 2011; Waluyo, 2018). Along with 

government funds, PSAs are also financed from revenue generation. Even though this revenue is 

classified as government non-tax revenue, the exclusion of PSA governance from general 

regulations on public financial management prevents the organisations from needing to comply 

with the general rules for public non-tax revenue. The agencies can keep their revenue and use it 

directly for financing their expenses. At the end of each year, any surpluses are carried over to the 

next year. This way of managing financial resources differs from the governance of ministerial 

departments in some ways. Unlike their counterpart ministerial departments, as long as they are in 

financial surplus PSAs are allowed to exceed their budget ceiling. In addition, they can make a 

proposal to MoF to finance a deficit.  

This agency model is also designed to give agencies considerable freedom with regard to human 

resources issues. PSAs enjoy flexibility in pay-grading systems and have the ability to 

independently recruit personnel from outside the civil service. Their salary rates rely on the 

generated incomes of the agencies. Currently, over forty per cent of PSA personnel are non-civil 

servants and even some appointed chief executives are also drawn from the ranks of non-civil 

service professionals. The deployment of the civil servants, however, is centrally controlled by 

ministers, including the leaders of the agencies. Recruitment for this type of employment is 

conducted centrally by parent ministries. The agency can propose additional employees, although 

sometimes the ministry may not agree to this. When this happens, the agencies can independently 

recruit non-civil servant professionals whose employment can be on either a contractual basis or a 

permanent basis. Regarding this employment arrangement, the agency head’s authority is limited 

to the recruitment and selection of non-civil service employees and the job rotation of 

administrative staff, while the deployment of the remaining managerial positions is under the 
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minister’s authority. Considering the combination of this partly independent arrangement with 

optimal autonomy in financial management, it could be argued that, in cumulative terms, the 

managerial autonomy of this agency type is high. The combination of this high level of managerial 

autonomy and lower political autonomy, therefore, places almost all PSAs into Q2 of the autonomy 

quadrants. 

As explained earlier, PSA governance allows ministerial departments and other agencies of 

different types to be transformed into PSAs without losing their original organisational type. As 

the governance arrangements focus more on aspects of managerial autonomy and less on aspects 

of political autonomy, this policy results in circumstances where managerial autonomy is high, 

while high political autonomy depends on what was in place for the original organisational type 

of the transformed PSAs. Thus, PSAs that were originally executive NSAs have high levels of 

political autonomy; examples include the Management Agency of Batam Free Trade and Free Port 

Area and the Management Agency of Sabang Free Trade and Free Port Area. These types of PSAs 

can therefore be grouped into Q4 of Figure 4.2. Similarly, an NMA subsidiary—the Technology 

Service Centre—is also grouped in the same quadrant. This is because the original NMA, the 

Agency for Assessment and Application of Technology, shared similar political autonomy features 

with the majority of NMAs while gaining a high level of managerial autonomy from the 

arrangements for PSA governance. Meanwhile, the PSAs that were originally ministerial NSAs, 

like the Kemayoran Regional Management Agency, the Gelora Bung Karno Regional 

Management Agency, the Education Fund Management Agency, and the State Asset Management 

Agency, have lower political autonomy levels and are grouped with the majority of PSAs in Q2.  

5.5. Classification of and Expectations for Agencies’ Accountability  
The process of categorising the Indonesian agencies shows that different types of agencies occupy 

different autonomy quadrants. Table 5.1 shows the variations within and between different agency 

groupings, with NMAs and PSAs falling into two quadrants while NSAs occupy four quadrants. 

These groupings indicate that NMAs and PSAs are more restricted in terms of authority and 

organisational design and have more limitations in their autonomy variations than those agencies 

with less structured governance. In addition, both NMA and PSA governance allow for a small 



 
Chapter 5  137 
 

variation of autonomy in terms of political aspects, either under ministerial, presidential, or 

regional leader influences, while these agencies have a single managerial autonomy characteristic, 

either on the lower levels (NMA) or the higher levels (PSA).    

Table 5.1 Autonomy quadrants of Indonesian public agencies  

Government agencies 
Autonomy quadarnts 

Q1 
(low political,    

low managerial) 

Q2 
(low political,     

high managerial) 

Q3 
(high political, 

low managerial) 

Q4 
(high political, 

high managerial) 
Non-ministerial agency (NMA) X  X  

Non-structural agency (NSA) X X X X 

Public service agency (PSA)  X  X 

Source: Analysis by the author from the collected data. 

In the case where both political autonomy and managerial autonomy are low, agencies acquire 

features that are very similar to those of ministerial departments. Romzek (2000) describes this 

traditional bureaucracy condition as dominated by supervisor-subordinate relationships, detailed 

and periodic performance evaluation, and prevailing performance questions in terms of 

compliance with the regulations. Politically, ministerial agencies, which are mostly in Q1 and Q2 

of the autonomy quadrants, are generally accountable for the accomplishment of delegated or 

mandated functions to the mandating ministers. Programs and activities conducted by the agencies 

are supposed to be aligned with the ministry programs. Annual programs of each organisational 

unit within a ministry are to be aligned with the budgeting process.  

Under the constraints of “money follows program” (The President of the Republic Indonesia, 

2017) at the national level and “money follows function” (DGB, 2007) at the lower level, each 

ministerial department or agency is accountable for the government money allocated to it in the 

budget. Therefore, in measuring annual program accomplishment regarding delegated functions, 

the dominant discourse being used by the government is budget realisation through spending report 

(Government Regulation number 45/2013). As the government Chief Finance Officer, the Minister 

of Finance conducts periodical evaluation of budget realisation by government ministries. This 

function allows for an accountability relationship between a Minister of Finance and other 
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ministers. While a softer approach is taken in cabinet meetings, this accountability forum is often 

open to the public and tends to adopt a “naming and shaming” approach (see Febrianto, 2018; 

Ministry of Finance, 2015; Richard, 2018) where the Minister of Finance announces other 

ministries’ performance while the accountable ministers are not given a chance to respond to the 

report in the same forum.  

This accountability relationship applies to the two NMAs in Q1: the National Planning and 

Development Agency and the National Land Agency. In addition to this accountability, similar to 

all government ministries, the executive agencies are also accountable to the parliament through 

the same budget realisation approach, but with a more dialogic approach. This relationship rests 

on a combined ministerial evaluation and budgeting process conducted through parliamentary 

hearings (e.g. the Parliament of the Republic of Indonesia, 2013; Parliament of the Republic of 

Indonesia, 2018a; Parliament of the Republic of Indonesia, 2018b). Within this forum, the agencies 

are given the opportunity to argue against and comment on the data revealed by the Parliament.  

Following encouragement at the national level, most ministries have also pushed their subsidiaries, 

including ministerial agencies in Q1 and Q2, to optimise budget realisation. They conduct special 

meetings which are usually attended by high-level officials and agency heads to evaluate 

performance achievement, for example in the Ministry of Research Technology and Higher 

Education (2019). In this kind of forum, political accountability of most ministerial NSAs and 

PSAs in Q1 and Q2 is achieved. However, rather than this regular forum, a more autonomous 

ministerial NSA like the Indonesia Professional Sports Agency, which is largely autonomous in 

funding, has been held accountable in more of a case-based way. One example is the case of 

Tubagus, a young boxer who died after a technical knockout (TKO) loss. The agency was being 

held accountable by the minister (Kompas, 2013). Based on the argument that the agency was 

supposed to provide control mechanisms for the eligibility of newcomers to professional boxing, 

the minister decided to restructure the agency. In a different and more recent case, the agency was 

also held accountable for the launching of the national football league without resolving prolonged 

internal conflict within the Indonesia Football Association (Ministry of Youth and Sports, 2019). 

Research suggests that evidence of more periodic accountability over the agency is scarce. 
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Continuing to consider the political accountability of the agencies in Q1 and Q2, accountability 

relationships could be expanded due to: 1) the involvement of other parties in executive 

recruitment, and 2) the representativeness of other parties among agency executives. However, 

additional loads on the accountability relationships have not been proportionally adopted in terms 

of these factors. For example, the ministerial Hospital Supervisory Agency has three to four of a 

total of five executive members who are not ministerial appointees. They are representatives of the 

hospital association, the professional association, and the public. According to the agency statute, 

the only stakeholder able to hold the agency to account under the statute is the Minister of Health, 

to whom the agency reports twice a year. Moreover, rather than the associations which are 

represented among the agency executives being concerned about agency accountability, it seems 

that institutions that represent the public as users of public services, such as members of parliament 

(Prahananda, 2018) and the Foundation of Indonesia Consumers Institute (Meliala, 2016), are 

concerned about agency accountability. Similarly, agencies with higher levels of political 

autonomy whether in Q3, such as the Police National Commission and the Corruption Eradication 

Commission, or in Q4, such as the Financial Services Authority and the Social Security Agency, 

would also be expected to experience an expansion of accountability relationships due to the 

involvement of the parliament in the recruitment of agency executives and the inclusion of public 

representatives among the executives.  

Coupled with political accountability, all agencies are entitled to compliance-based managerial 

accountability where all activities of the agencies should follow the accepted procedures for public 

financial and human resources management and other managerial tasks. This accountability allows 

relationships between the agency and authorities such as the administrative tribunals and the 

criminal tribunals to address any irregularities in managerial practices. In addition to this, within 

the country’s administrative system, agencies which operate under public administration law are 

required to follow the Accountability System of Government Institution Performance (ASGIP), 

through which the organisations make periodic reports to their principals (the Minister of 

Apparatus and Bureaucracy Reform regulation 53/2014). The system is a performance reporting 

system for central government institutions. Through a systematic approach, accountability is 

designed as a set of processes, starting with a performance contract, and including data collection 
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and summarisation, performance measurement, and performance evaluation. Mechanisms used 

under this accountability system rely on document-flow processes, where reporting institutions 

hand in the required documents to superior departments. This system does not provide for face-to-

face interactions between agents and principals or principal-to-agent feedback. At the end of the 

series of processes, through a compilation of layers, the system results in the central government 

performance report being provided as an attachment to the central government financial report. 

Other than this accountability mechanism, more autonomous agencies in terms of managerial 

aspects (in Q2 and Q4) deploy two other possible alternative mechanisms, either expanding on or 

substituting for ASGIP. While some more autonomous agencies—LIPUs, PBAs, the CEC, and the 

ORI—strictly follow a procedure similar to ASGIP, some other more autonomous agencies like 

DIA, the SSA Health Chapter, HFMA, and the FSA provide their own models of annual reports 

and financial accounting system based financial reports as substitutions for the ASGIP government 

performance reporting and government accounting system based financial reports. In contrast, the 

PSA governance twins ASGIP with other accountability mechanisms. Along with ASGIP, two 

other performance reporting requirements are included in PSA governance: the annual 

performance appraisal and the performance contracting system. Unlike ASGIP, which creates 

agency and parent ministry relationships, the new accountability mechanisms have created agency 

and MoF relationships. 

The annual performance appraisal for PSAs was first introduced in 2012. Performance is evaluated 

using indicators of both financial and non-financial performance which are differentiated among 

groups of services. Non-financial aspects cover indicators related to the main functions or services 

delivered by the agencies, including customer satisfaction. This accountability mechanism does 

not involve a series of processes which can facilitate intensive dialogue between agents and 

principals in performance planning and performance data collection. Rather, this performance 

appraisal covers measurements of administrative compliance and introduced financial indicators 

that measure efficiency, such as cash ratio, fixed assets turnover ratio, and operational income and 

operational cost ratio. The measurement also covers output-based indicators, such as accredited 

services, and outcome-based indicators, such as a customer satisfaction index. Ultimately, the 

appraisals result in agency rankings within the same group of services. 
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Adding to the earlier mechanisms, in 2014 the performance contracting system was introduced as 

part of PSA governance. This mechanism is more accommodating to the circumstances of 

individual agencies and takes a more dialogistic approach to performance appraisal. After its initial 

introduction, the mechanism was formally implemented through the DG Treasury regulation 

number 5/2017. This approach has provided a new accountability mechanism where the principals, 

especially the financial principal (MoF), and the agencies are given ample opportunity to formulate 

performance targets for the agencies, and to discuss data about performance achievement and the 

consequences of achieving or failing to achieve targets. At present, one of the consequences is that 

performance achievement and agency head incentives are linked. Similar to the previous 

performance appraisal system, the performance contracting system also covers a number of key 

indicators that measure outputs, outcomes, and efficiency of the annual agency operational 

activities.  

5.6. Conclusion  

Indonesia has embraced the agencification model to improve the performance of the public sector 

as promoted by multilateral organisations, such as the IMF and the World Bank . The move has 

resulted in the proliferation of more autonomous agencies in the public administration system. 

However, this autonomisation has resulted in various agency systems pursuing different agendas. 

Therefore, agency taxonomy becomes important for understanding how the various arrangements 

set the expectations for each agency group in terms of accountability and agent-principal 

interactions, including levels of communication and trust. 

Based on the empirical findings, only a few NMAs have maintained their traditional position 

despite gaining more autonomy features. These agencies can be classified in the first quadrant, 

where both political and managerial autonomy are low. Because the agency heads are concurrently 

serving as ministers, there are few embedded relationships or mechanisms to ensure the 

accountability of these agencies, as most of the decisions are still coming directly from the line 

ministers. The principal expectation from this type of agency is optimal budget execution, which 

is positively perceived as the optimisation of government function fulfilment.  
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The agencies in the second quadrant have more managerial autonomy. The Indonesian agencies 

that fill this quadrant come from two agency types: PSA and NSA. Except for PSAs, it seems that 

the high managerial autonomy agencies (which form the majority of this group) are not subject to 

additional accountability mechanisms other than accountability for case-based problems and 

solutions. Rather, they follow similar performance reporting mechanisms to other agencies in this 

group or substitute these with mechanisms more like those in the private sector. Conversely, the 

agencies in the third quadrant have higher political autonomy. This has led to an additional load 

of accountability relationships. These relationships are expanded through scrutiny from the 

parliament or government watch organisations. 

Most of the NSAs with a legal identity are in the fourth quadrant. These agencies have high 

political and managerial autonomy and, therefore, are subject to further accountability 

mechanisms, complementing input-based and compliance-based accountability. In general, 

however, these accountability loads are not coupled with accountability relationships that involve 

parties other than government, except when publicly scrutinised problems occur. 

In contrast with its managerial autonomy, political autonomy for the PSA group is relatively lower. 

Nonetheless, the existence of a “dual status” policy, where gaining PSA status does not remove 

the original organisational type, means that managerial autonomy is gained as a PSA, while the 

political autonomy as the original agency is retained. This allows political autonomy among PSAs 

to be rather varied. From lowest to highest, the political autonomy level ranges from that 

experienced by a PSA that was originally a ministerial department (MD), then a non-ministerial 

agency (NMA), and finally a non-structural agency (NSA). In addition, due to their differentiated 

agency head appointment arrangements, among PSAs that were originally MDs, PSA universities 

have higher political autonomy; among PSAs that were originally NSAs, Sabang Area Business 

Agency has the highest political autonomy due to its authority being decentralised from the central 

government to the province-level leader (governor).  

The next two chapters will investigate the operationalisation of an accountability mechanism over 

PSAs mentioned in this chapter: namely, the performance contracting system. This investigation 

is focused on understanding the institutional arrangement and relational arrangement of the system 
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and aims to find out how these contracting arrangements are impacted by the autonomy 

construction of PSAs.  
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Chapter 6:                                                                 
Institutional Arrangement of the PSA Contracting 

System 

6.1. Introduction 

Employing the contract hardness framework developed in Chapter 2, this chapter will discuss the 

institutional settings designed through the accountability system introduced for PSAs. In doing so, 

this chapter answers the second research question, “What is the institutional arrangement of the 

PSA performance contracting system, especially in terms of contract hardness?”, as stated in 

Chapter 1. This chapter begins by presenting a general overview of the system based on regulation 

and practice, followed by an evaluation of the system’s operationalisation against NPM principles 

that assess contract version in terms of hardness.  

6.2. Overview of the PSA Performance Contracting System 

The most recent regulation for PSA performance contracts (DGT, 2017) completes the previous 

regulations on the calculation of performance achievement (DGT, 2015, 2016a, 2016b) by adding 

other elements of performance contracting, such as performance planning and performance 

reporting. This improves the system in terms of subsystem coverage and manageability. However, 

the system is still loosely governed, leaving some important aspects to be applied variably and 

inconsistently. These aspects include the distribution of the role of the principal, the timeframe for 

contracting processes, and the application of the system to PSAs. 

Under the regulations, the PSA contracting system is designed to build the commitment of agency 

heads to the financial principal, the Minister of Finance, whose role is delegated to DG Treasury. 

Both parties are required by the regulation to sign performance contracts, indicating that agency 

heads are accountable to the financial principal for agreed performance targets written into the 

performance contracts. This accountability relationship is related to the authority granted to the 

financial principal to approve financial benefits for agency heads for exceeding performance 
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expectations agreed to under this new system. Because of this new accountability, the previous 

authority of the financial principal has been widened, although this is not formally included in 

regulations. Although the contracting system mainly focuses on the agency-financial principal 

relationship, the involvement of the agency parent ministries has, in practice, been encouraged, 

and this involvement varies. This varied application to some extent leads to variety in the 

distribution of principal roles. Further discussion on these issues will be provided in section 6.5. 

As mentioned in Chapter 3, the PSA contracting system consists of four subsystems, namely 

performance planning, performance reporting, performance validating, and performance 

rewarding. However, the regulations do not provide definite timeframes in which each subsystem 

should be started and completed. Among the subsystems, the timeframe for performance planning 

and performance rewarding is the least firm although the most important. According to the 

interviews conducted in this study, a group of PSAs started this first subsystem within the last two 

months of the previous year and completed it in the first quarter of the contracting year (FP301), 

while some other agencies started the planning subsystem at the beginning of the contracting year 

and did not complete it until the first semester ended (FP202). Similarly, the rewarding subsystem 

was conducted by some PSAs within the first semester after the contracting year was over (TP221, 

TP222), while other PSAs delayed their performance-linked financial benefits for two years 

(TP221, TP222). 

Besides the issue of little time guidance and a rather blurred principal role distribution, the system 

was also imposed only partially. Some PSAs are excluded from the requirements of the system. A 

group of agencies which are responsible for public health care provisions were excluded from 

system implementation due to the absence of internal remuneration systems. In contrast, some 

other PSAs from different groups which also did not have remuneration systems were still 

encompassed by the contracting system. Data show that by 2018 almost half of the PSA population 

did not yet have internal remuneration systems (see Appendix 1), but system exclusion was 

enjoyed mostly by police and army hospitals. 
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6.3. Performance Emphasis  
Since it was introduced through the enactment of two foundation regulations (Treasury Law 

number 17/2004 and Government Regulation number 23/2005), PSA governance has been 

designed to improve public services. As noted in the previous chapter, this governance has given 

a quite a degree of flexibility to PSAs in conducting their business, while demanding performance 

improvement thorough the establishment of additional accountability mechanisms. Along with the 

annual performance evaluation, which had been introduced earlier, the introduction of 

performance contracts aims to drive PSAs toward performance improvement. Although it might 

be argued that agencification in Indonesia had started earlier than the period of assistance from the 

IMF and the World Bank after the economic crises in 1997, it is very likely that the emphasis on 

performance was influenced by an NPM way of thinking.  

Performance emphasis even started from the initiative of contracting performance of PSAs. Some 

participants form MoF pointed that performance contracting system was initiated by the former 

FMAPSA director who found fundamental thinking of the form PSA from historical background.   

I got the big picture of PSA… [is] about agency in which relationship laid between an 
individual or institution that is the owner [of a business] with an individual or institution that 
is mandated to fulfil the mission of the owner which is in theory called principal. 

The officer continued, 

So, the key [of the relationship] is a contract in order to control agents to act and perform as 
the principal wants. For a principal, [what he wants] is “you (agents) do jobs for me”… 
through agreements.   

An MoF official (FP203) illustrated the idea to control agencies with performance contracts from 

the former director in a discussion, 

Once the director replied on what we did in giving discretions to PSAs, “What was going on 
with you? Were you all crazy? Just gave them these and those discretions, but inquiring 
nothing from them in reverse!”   

Performance emphasis over PSAs was strongly applied in the planning subsystem. This subsystem 

is designed to seek agreement between principals and agents around issues that would be covered 

in performance contracts. The issues included performance indicators, performance targets, and 

contract manuals. In line with the separation of principal roles, performance indicators were also 

grouped into two aspects—financial and technical—which were the domains of MoF and parent 
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ministries, respectively. The financial aspects included indicators that can monitor financial 

performance, such as income growth, the audit results of financial reports, and financial ratios like 

operational costs and operational revenues ratios. In financial aspects, generation of non-tax 

income has been a central indicator as stated by a senior official in MoF (FP101),  

If you [are] a PSA…you have to show increases in non-tax income generation.  

The increases were also expected in technical aspect indicators. Some agency heads commented 

on performance emphasis through target increases,  

When the target is achieved, [the next year’s target] is then increased again, achieved, 
increased again (AG215). 
We proposed [targets in] performance contract. We should look at the previous year 
[achievement], then [the targets] should be increased (AG312). 
Next year, we will be asked to increase the target (AG313) 

Compared to the indicators of financial performance, the technical indicators were more varied 

and more dynamic from year to year, and ignited a range of heated discussions. Technical aspects 

included customer satisfaction and other indicators related to the agencies’ core business, such as 

grade point average of graduates (tertiary education providers), and accuracy of doctor visit hours 

(hospitals). Along with these output-based indicators, principals also advocated for more process-

based indicators to be included, reflecting their concern with agency management improvement 

that was connected with business activities. As described earlier, some parent ministries also 

adopted an alignment of their programs and those of the agencies. This therefore allowed the 

ministries to argue that their own program performance indicators should be embraced in their 

agencies’ indicators.  

We have an indicator of innovation products because one of our directorate generals has been 
targeted to strengthen innovation ecosystem. So, we targeted our agencies to have such 
indicator in inventing new products (TP221).  

In addition, the numbers of indicators, year by year, have been also increasing. 
In performance contracts, actually, from time to time, the numbers of performance indicators 
have changed… In 2015, there was only one indicator for financial aspect, then [the number] 
increased to two indicators in 2016, then increased again to four indicators in 2017. Indicators 
of technical aspect also increased from four or five to twelve (TP223). 
Now, in 2019 there was an additional indicator… increasing from eight to nine (AG222). 
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The emphasis on performance does not stop when the contracts are signed by the contracting 

parties. The highly selective policy on contract adjustments seemingly arose from the principle of 

performance orientation. As mentioned in Chapter 4, the main regulation that allows contract 

adjustment falls under the authority of the Minister of Finance. In practice, however, most 

proposed changes from agencies were rejected by the technical principal for various reasons, such 

as budget revision inflexibility or respect for their counterpart principals or the higher authorities. 

While most of the rejections came from the technical principals, the officials of the financial 

principal were split; some were more open to contract adjustments than others. A research 

participant from MoF (FP203) told the story of a tertiary education provider that intended to 

propose a revision to its generated income target. The agency argued that a change in international 

regultions in a related industry and global market pressure on the demand for education had 

hampered the agency’s ability to achieve the planned target. Responding to this intention, the 

official suggested the agency discuss this with its parent ministry:  

We were pleased with the proposal, but we asked the agency to first pass the proposal through 
its parent ministry … because the target is also set by the ministry... 

The official continued, 

if [we brought this] through the ministry, the proposal needs to be passed through DGB 
[Directorate General of Budget at MoF] and the parliament. So, finally the intended revision 
was not finalised.  

Another PSA from a different group had its proposal of target adjustment rejected. A participant 

from MoF (FP204) stated that they did not have the authority to revise performance targets which 

were defined by the agency’s steering committee, which was officially the agency’s technical 

principal.  

Because it was directed by the steering committee, the President, the government, so we did 
not dare to change it.  

Some research participants from agencies confirmed this, as they had similar responses to the 

questions around performance targets and room for contract adjustments. A participant from an 

agency (AG326) argued that the targets were related to a political campaign. The participant 

commented:  

The targets could be stated in newspapers, but don’t put that high targets in [the contracted] 
KPIs!  
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and, 

... we all know that the framing of this year is for 2019 [general election year], right? 
Other participants commented on the policy of contract changes: 

… once a contract was signed, that’s fixed [till the end of the year] (AG216).   

6.4. Performance Consequences 
The pillar regulations of the PSA performance contracting system and remuneration system are 

equipped with positive consequences for high-performing PSAs. As explained in Chapter 3, the 

reward was purposefully given to the individual agency heads. Following a thorough review of the 

related regulations and data collected from interviews, it is found that the reward mechanism of 

the performance contracting system can be activated through the fulfilment all of the following 

conditions:  

1) The agency exceeded the overall performance target. 

2) The agency has its own remuneration system which was separated from its ministry’s system. 

3) None of the contracted indicators performed at fifty per cent or less of the target. 

4) The agency formally applies for a performance-linked financial incentive to the Minister of 

Finance. 

5) The Director General of Treasury, on behalf of the Minister of Finance, approves the 

application. 

6) The agency has the financial capacity to pay the bonus.  

Compared to other performance contracting practices as described in Chapter 2, in relation to 

institutional performance-linked consequences, the practice of the PSA performance contracting 

system is to some extent comparable with the approach of countries like New Zealand (Martin, 

2001), Fiji, Samoa, and the Solomon Islands (O’Donnell and Turner, 2005). These systems link 

institutional performance achievement to an individual top executive in the form of financial 

benefits in a positive way for higher performers but lacking consequences for poor performers.  

As mentioned in Chapter 3, higher achieving agencies can apply for financial rewards for their top 

executives. The application is sent to the Minister of Finance via their parent ministers. This two-

layered mechanism hence allows for a double-check to verify performance claims. This, to some 
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extent, enables principals to find inaccurate applications and reject them before they proceed 

further. An example of this from interviews is a rejection experienced by a state university. 

According to officials from the parent ministry (FP221, FP222), the agency claimed it had 

performed over target in three years (2015–2017). According to the research participants, the 

agencies need some time to provide solid evidence of the achievement of an indicator. Of the three 

annual achievements, one failed to meet the correct performance calculation because the agency 

included the next year’s indicator achievement into the calculation. Similarly, the financial 

principal found failure in performance calculation which was submitted by an agency. According 

to the interviewed agency officials (AG313; AG324), the failure was caused by misinterpretation 

of the performance measurement formula. The mistake was found by officials from MoF when 

verifying the agency annual performance report with the data provided by the agency. MoF then 

sought for clarifications from the agency. In the clarification forum, it was found a dissimilar 

interpretation of agency and MoF on the performance calculation formula. The agency clarified, 

We were wrong. We were wrong interpreting the formula (AG324). 

Agency practices differed, with some other agencies preferring to take a “wait and see” approach 

with other over-performing agencies that provided the same type of services (AG215). They 

sought for consensus among agencies in the same sector as a precondition for taking action to 

apply for financial incentives for their top executives. One of the research participants (AG216) 

also reported that some high performing agencies might consider switching the budget prepared 

for the bonuses to other expenses related to agency facilities. 

Looking at delays in agencies seeking approval for over-target bonuses, although this is allowed 

by the regulation, it may indicate some dysfunctional mechanisms. First, the implemented 

contracting system has not been fully settled, an issue identified in the performance management 

literature. As described earlier in section 3.4.4, the latest regulation on PSA performance 

contracting permits delays for agencies in seeking over-performance bonuses. This allowance for 

delays very likely influences the confidence of agencies to fully pursue the bonuses for 

performance mechanisms governed by the system. Second, performance information systems 

within agencies have not been well developed to produce reliable and timely performance 
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calculation. Lastly, the governance of agency financial planning has been too flexible, which 

allows budget transfers between wages and investment or other expenses.  

Most contracting agencies which were identified by participants as duafa5 did not have 

remuneration systems. Along with other PSAs that do not have remuneration systems, they would 

not be able to fully apply the mechanism of the performance rewarding system. Even though some 

PSAs of this type had their own or otherwise independent remuneration systems, their pay rates 

were very likely less than that of the ministerial departments in the same ministries. As well as this 

issue, some over-performing agencies had strategic planning in place that required financial 

liquidity for physical development. All of these conditions, to some extent, prevented the high-

performing agencies from applying the mechanism of performance rewards as expected. 

Besides financial rewards within the system, some respondents (e.g. AG216, AG312) enjoyed non-

financial rewards in the form of acknowledgement. This was expressed by one respondent 

(AG312) as follows: 

… when signing the last year’s performance contract we were happier than before because … 
there was a presentation of the achievement of all PSAs [in a time series comparison] … It 
could be seen that the achievement is better and better.  

This acknowledgement was not a common, formal, or periodic mechanism in the PSA contracting 

system. This process was usually conducted by MoF in the planning subsystem to indicate how 

PSAs performed in the previous year, allowing the principals to emphasise higher targets in the 

next year’s contracts. Some PSAs in the group of tertiary education providers experienced similar 

approach of appreciation from their parent ministries. Through high level meetings involving the 

agency heads and lead by the minister or highest ranked officials, each agency performance was 

evaluated and announced. This approach, therefore, allowed competition vibe among the agencies.  

 
 

5 Duafa is a word rooted in the Arabic language. The term is defined as weak people in terms of the economy, etc. 
(Kamus Besar Bahasa Indonesia: Versi Online). In daily conversation, either principals or agencies would use duafa 
to refer to a lack of financial capability or having limited abilities to generate income. Therefore, they call an agency 
which has a lack of financial capability or limited income generation a duafa agency.  
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6.5. Involvement of the Actors  

The formal regulation (DG Treasury number 5/2017) on the one hand positions MoF as a leading 

actor which has authority to make final decisions on performance indicators and targets (in the 

planning subsystem) and to give approval for the payment of performance-based financial bonuses 

for over-performing PSA top executives (in the performance rewarding subsystem). On the other 

hand, influenced by the 2014 MoU between MoF and the PSA parent ministries, discussed in 

earlier chapters, the regulation welcomes the involvement of parent ministries in the formulation 

of performance indicators and targets and the assessment of PSA performance. In the 

implementation of the regulation, the level of parent ministry involvement has, to some extent, 

influenced decision-making processes. In general, actor involvement in the contracting processes 

can be represented through the illustration in Figure 6.1 below 

 
Analysed by the author from the collected data. 

Figure 6.1 Actor involvement in the contracting processes 

The loose governance over the involvement of different parties has influenced the varied level of 

involvement of actors in the contracting processes. At a minimum, both contracting parties—PSAs 

and MoF—share lower levels of eagerness in participating in the contracting processes where 

PSAs do not have differentiated remuneration systems; in these circumstances, the involvement of 
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both actors was lower. In addition, under these conditions, the principal was slightly looser in 

setting performance targets with agencies. One of MoF officials (FP304) illustrated this:  

We challenged agencies which have independent remuneration systems with higher targets 
than those which do not have [these]. For the latter agencies, performance targeting was rather 
relaxed … 

A rational response to this principal’s approach would be that the PSAs which do not introduce 

bonuses in their remuneration systems are less motivated in achieving the targets. This condition 

may be in accordance with low levels of goal attainment due to the absence of strong performance 

consequences, as found in Binderkrantz et al. (2011). In contrast to this group of agencies, 

performance contracting in the remaining agencies attracted higher involvement of both 

contracting parties. 

Although parent ministries are not identified in the regulation as contracting parties (those who 

sign performance contracts), the involvement of these ministries in contracting processes is 

significant in determining how strict principals are in pushing their agencies to achieve the 

performance targeted in the contract. The involvement of parent ministries can be classified into 

three different levels: high, moderate, and low, as captured in Table 6.1.  

Table 6.1 Characteristics of parent ministerial involvement in contracting processes 

Level of 
involvement Dominant characteristics 

Nature of principal positioning 

with MoF with the agencies 

High Overlapping principal roles, a slower phase 
of decision making, substantial number of 
PSAs 

Competing, 
collaborative 

Leading 

Moderate Eager to be involved, follow MoF direction, 
substantial number of PSAs 

Partnering Leading 

Low MoF dominance, least number of PSAs Following Supervising 

Source: Analysed by the author from the collected data. 

Maximum involvement is indicated by initiatives to acquire greater influence over subsidiary 

agencies. An example is provided by considering Ministry A, which has the provision of health 

care service as one of its main functions, and Ministry B, responsible for providing tertiary 
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education services. These two ministries are among the first ministries to have embraced PSA 

governance. According to available data, their subsidiary agencies account for almost forty per 

cent of the PSA population. In general, it can be said that, to some extent, these two ministries 

demanded a hierarchical bonding with their PSAs by positioning themselves as mediators of 

correspondence between the PSAs and MoF.  

It can be said that we are facilitator… for example when they (agencies) want to make 
performance contracts [with MoF], we are there [to facilitate communication between the 
agencies and MoF] (TP221).  

In practice, a participant from an agency (AG224) illustrated this with, 

About this performance contract, [the workflow is] from FMAPSA Directorate (of MoF) to 
the Bureau of Finance (of parent ministry) then to the us (agency). Then, [in reverse] from us 
to the Bureau of Finance then to FMAPSA Directorate.  

These ministries also demanded proportional principal roles from MoF and the establishment of 

strict role and authority separation between technical and financial principals that restricted 

intervention by one to another. From this perspective, both ministries developed consolidation 

either among principals or with internal ministry stakeholders in some critical contracting 

processes. In managing its PSAs, Ministry A, for example, sought a balance of principal roles. 

This power assertion sometimes raised comments from the financial principal authority. On one 

occasion, the ministry launched a policy on the maximum budget allocation for its PSAs’ spending 

for remuneration. The financial principal viewed this policy as having overlapped with MoF’s role 

as financial principal and considered it counterproductive to the development and implementation 

of flexible governance of the performance contracting system and the remuneration system. 

Regarding the relationship with its PSAs, the technical principal took a leading approach that 

allowed only small room for performance contracting dialogue. In its implementation, this 

approach raised criticism from Ministry A’s agencies, as pointed out by a participant from a PSA 

hospital (AG121): 

People in the ministry have never worked in [hospitals as] functional officials. So, they don’t 
understand [the conditions]; giving targets as they like. 

Compared to Ministry A, the also highly involved Ministry B had a different profile. On a day-to-

day basis the principal role of this ministry was delegated to the lowest level managerial (echelon-

four) unit within the Secretariat General. This position made the role less independent from the 
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influence of other powerful departments which were more knowledgeable and authoritative in 

regard to the higher education industry. In conducting the principal role, the assigned official 

sought consensus from the departments in the Secretariat General, like the Bureau of Finance and 

other technical echelon-one departments, including the Inspectorate General, prior to decision 

making. This approach produced the likelihood of a slower phase for the completion of some 

contracting processes. Illustrating this phenomenon in decision making about the on-the-spot 

verification process, an MoF official (FP305) revealed:  

they discussed this (the data resulting from on-the-spot verification) with other echelon one 
units [in the headquarter] … Therefore, it took time, a long time.  

Partnering with MoF, the technical principal of Ministry B took a collaborative approach with 

strict principal role distribution, where both principals cannot intervene with each other. In regard 

to the relationship with its PSAs, the principal built a leading approach where the principal was 

dominant over its agencies with small room for dialogue. The principal had confidence in 

consensus-based decision making, and thus made this the foundation of its approach to leading.  

Unlike Ministry A and Ministry B, which had longer histories of agencification, Ministry C had 

embraced PSA governance more recently and was among the ministries which were moderately 

involved in system operationalisation. From 2015 onwards, the ministry had extensively 

agencified its public service delivery units. By the end of 2017, this initiative had resulted in the 

establishment of 26 new PSAs, including 19 vocational schools and diploma and training centres. 

This group of agencies, which consists of training centres and colleges, was under the supervision 

of the ministry’s Human Resource Development Agency. Unlike its counterparts in Ministry A 

and Ministry B, this principal was more supportive of MoF’s policy and approach. The relationship 

between the principal and the agents was influenced by a hierarchical bureaucratic culture which 

was dominant throughout the ministry. Therefore, the agencies might have perceived an idea that 

came from the principal as a command that should be obeyed. An experience of a participant 

(FP304) in the performance bargaining process illustrates this:  

The agency kept arguing about our baseline data. They argued with this or that, but when the 
head of the training centre came and said, “That’s it! The target has been given!” like it or not 
they would accept it … They would obey the higher-ranked official. 
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Lastly, the least involved principals included those ministries which also had the least number of 

PSAs and lacked formal appointment of PSA technical principals. An example of this was Ministry 

D, which was responsible for two public goods providers from the other public services PSA 

group. These circumstances resulted in, to some extent, a degree of confusion, and consequently 

led to the appointed principal being less eager and less confident in attending the contracting 

processes. Their attendance was usually delegated to their lower ranked officials and even 

sometimes to non-managerial staff, while the delegated principal was absent from the processes. 

Responding to this, MoF frequently stepped into the technical principal role, thus building 

organisational bonding between MoF and the agencies of this group of ministries. The situation 

was illustrated by some participants (FP102, TP221, TP222), who noted that “the agencies serve 

more proximity and obedience to MoF than to their parent ministries” (TP221). In the 

implementation of the contracting system, the parent ministry initiatives often relied heavily on 

MoF’s directions. 

In the planning subsystem, the highly involved ministries such as Ministry A and Ministry B were 

less likely to invite agencies to the initial forums for discussing performance indicators and 

contract manuals (FP301). The ministries argued that the involvement of agencies at this stage was 

unnecessary. Further they argued that the main responsibility of agencies was to follow the 

direction set by the principals. These initial forums therefore became bipartite meetings where both 

principals demonstrated authority in making decisions around indicators that would be contracted 

with the PSAs. Each principal brought proposed indicators aligned with the principal role 

separation as described earlier. All performance indicators and the contract manuals resulting from 

bipartite meetings were then circulated to the PSAs. The PSAs were asked to review the indicators 

and propose targets. This activity was then followed by tripartite meetings between the financial 

principal, the technical principal, and the agencies.  

In the group of PSAs where parent ministries were less involved, the PSAs were more welcome to 

join the initial meetings. In these initial meetings, MoF officials commonly had two different 

practices. The first practice was where MoF solely led the meetings throughout the planning 

subsystem and took on at least part of the technical principal role. Therefore, the involvement of 
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the parent ministries was limited to the finalisation of the indicators and targets. An MoF officer 

(FP304) illustrated this: 

… in practice, both financial and technical aspects of performance contracts are prepared by 
us [MoF]. Preparing KPIs [key performance indicators] that would be measured, then the 
manual, how to calculate the achievement, what components included … even last time, we 
also decided the targets. 

However, more recently, practice has changed due to a learning process. For example, MoF may 

invite parent ministry participation in the discussion about the performance indicators and targets 

at the earliest stage. In addition to the practice of this group for developing performance targets, 

some PSAs from the other services group were allowed to propose their own performance 

indicators and targets at this stage.  

Regardless of the involvement level of the actors, all involved actors finalised contracted indicators 

and targets in tripartite meetings. These meetings, to some extent, became a bargaining forum 

between agencies on one side and the principals on the other side to set the performance targets. 

Both technical and financial principals sat in the same chair—albeit with a slight difference in 

sharing leadership—in challenging the agencies. Whereas the moderately and minimally involved 

technical principals would follow most directions from MoF, the most involved technical 

principals gained power-sharing from MoF in two different domains: the technical aspect and the 

financial aspect of performance targets. 

The type of actor involvement also influenced, to some extent, the mechanisms of agency 

performance reporting. According to the regulation (DG Treasury decree 05/2017), PSAs are only 

obliged to report their performance to MoF. However, in practice, more strongly involved parent 

ministries, such as Ministry A and Ministry B, required a similar information supply to that 

accepted by MoF. Ministry A made even further demands, asking to have the reports prior to MoF. 

The reports from the agencies were compiled and then submitted to MoF as a collective report. 

Overall, the ways PSAs reported their performance to their principals could be divided into three 

different groups: reporting to MoF via technical principals (e.g. agencies under Ministry A), 

reporting to MoF and technical principals together (e.g. agencies under Ministry B), and reporting 

to MoF only (some other agencies).    
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In accordance with the reporting mechanism, Ministry A and Ministry B both showed ministerial 

eagerness to monitor their agencies. In relation to this, Ministry B, for example, developed a rating 

system by which its agencies (not only PSAs) can be compared against each other (FP203, AG212, 

AG213, AG214, AG223, AG224, AG226). The system provided a forum where the rating could 

be presented by the minister himself. University chancellors under the ministry who participated 

in this study showed their excitement about the forum and perceived this as a forum for 

appreciation of their achievements.  

In the forum… we were so nervous, for example when we didn’t achieve the target... Well, 
for example we were among the five lowest performing universities… and the minister might 
ask “where is the rector (university chancellor)?” and give some advice [to the university 
chancellor]… it would be embarrassing (AG214).    

Further a participant illustrated the situation, 

The university chancellor was summoned. The minister himself who invited [and] the 
chancellor should come himself, not his deputies... “The five universities with lowest 
performance, please stand up!” They were called [one by one]. It’s sometimes embarrassing 
(AG224).    

The vocational colleges under Ministry A experienced a similar atmosphere, but with less tension 

around competitiveness, and without the presence of the minister. The  interviewed agency heads 

(e.g. AG215, AG216) revealed that in these circumstances of less competitive tension and less 

attendance from the highest ranked officials the forum was followed by sharing sessions in which 

attending agencies could gain lessons from other agencies’ experiences, as illustrated by the 

following participant:  

We are sharing our strategy which some others may follow our strategy, then they can share 
their own strategies (AG215).  

The actor involvement setting was also relevant to the process of on-the-spot performance data 

validating, which is part of the verification subsystem. In this process, both MoF and parent 

ministries, especially the two most involved ministries (Ministry A and Ministry B), shared the 

principal roles proportionally. While the officials from MoF were responsible for the financial 

aspects of agency performance, the officials from the parent ministries were responsible for the 

technical aspects. Even though at the end of the process both the principals and the agents signed 

the statement of monitoring and evaluation results, the officials from Ministry B would bring the 

verification results to their internal stakeholders, asking for confirmation of the collected data 
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(FP305). Accordingly, when the verification was submitted for the application for agency head 

bonuses, MoF would experience some delay in making decisions until the ministry confirmed the 

data had been fully validated. 

6.6. Conflicting Interests Between the Actors 

The primary regulation on performance contracting (DG Treasury decree number 5/2017) had 

introduced a particular turn of phrase, or type of jargon, that was acknowledged by most 

participants as a foundation for discussion around the performance targets of PSAs. The phrase 

was “realistic and challenging”. Nevertheless, in the implementation process, agents and principals 

had seen contrasting interpretations of this phrase. On one hand agencies leant towards the 

“realistic”, while on the other hand the principals preferred “challenging”. These conflicting 

interests were illustrated by one participant (FP306). This participant noticed that the actors 

(agencies and principals) involved in performance contracting had different interests in the 

process. The main concern of PSAs is that  

… they want to ensure that all KPIs … which are proposed by technical principals and us 
(financial principal – MoF) [and the] targets can be achieved. 

Conversely, the main concern of the principals is agency service improvement. The participant, 

however, also differentiated the concerns of the technical principal and the financial principal. 

While the technical principal is concerned with the core mandates of the agencies, the financial 

principal is concerned with revenue increases and corporate governance. 

The principals employed the “challenging” view to set higher targets or harder-to-achieve 

indicators for agencies. In this vein, the principals pursued three approaches: increasing targets for 

the same indicators, redefining the old indicators, and introducing new indicators. Increasing 

targets for the same indicators was common, and was experienced by almost all PSAs, as described 

earlier in section 6.3. Some agencies, however, also experienced indicator redefinitions. An 

example is provided by the experience of a PSA responsible for providing subsidised housing. 

This approach (of redefining indicators) was promoted by the financial principal after some 

contracting periods during which the agency fulfilled the indicator targets, finding room for further 

interpretation of the indicators. An MoF official (FP204) discussed the experience of redefining a 
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performance indicator that had been contracted in the previous few years with a fund management 

PSA. The indicator was about measuring the effectiveness of a housing subsidy program for the 

targeted recipients, referred to as masyarakat berpenghasilan rendah or people with low-level 

incomes. This indicator captured the discharge of subsidy recipients from the subsidy scheme 

when they did not occupy the subsidised house for a certain period of time. After implementation 

of the indicator, the principal found that the indicator could be defined at two levels. The first level 

was the agency’s action to ask the contracted partnering bank to stop the subsidy. The next level 

was a further action that the agency should take to increase subsidy effectiveness by directly 

checking the occupancy of the subsidised houses. This new definition consequently required 

greater efforts from the agency to fulfil, such as investigation of these circumstances through 

interviews or correspondence with the subsidy receivers. 

The “challenging” point of view was also applied through promotion of performance indicator 

changes. An agency under the other services group experienced a review from a financial principal 

of one of its performance indicators, which had been contracted in the previous few years. An MoF 

official (FP306) who was involved in reviewing and changing the indicator commented that the 

reasons for the indicator change were twofold. On one hand, the old indicator was too easy to 

achieve and hence the agency was always over-performing. On the other hand, the principal 

identified a fundamental issue that required improvement. The old indicator was, therefore, 

changed to one that could facilitate the improvement of the identified issue.  

From the perspective of agencies, “realistic” was viewed as being adaptable to the dynamics of the 

business environment that agencies interact with and appropriate to the institutional capacity and 

capability available to the agency in running the business. An agency executive (AG323) 

complained about the stronger emphasis on performance maintained by the principals. The official 

argued that the characteristics of the agency’s products and customers were unique and different 

from those of other major PSAs:  

We are different from … universities or hospitals. They are needed by most people…. Our 
customers … have been steady or decreasing. Demands for our products have then been 
decreasing as well.  
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Another two officials from two agencies argued that the principals did not consider individual 

organisational capacities. One of the participants (AG326) commented that the principals did not 

take the agency’s own calculations into account in giving targets to the agency:  

… [This year], the minister … insisted [on] … [giving us a target of] 185,000. We said that 
that’s impossible. We were right. Now, [in the last quarter] even ten per cent has not been 
achieved. 

Another participant (AG121) argued that the principals had abandoned the performance data of 

the agency in the last few years when defining a target: 

I said [to the attending principals] that I did experience this [performance]. According to my 
historical data in the last two consecutive years, the target was never achieved. Yes, [I agree 
that] we must be attempting, but my attempts have not been effortless [for this]. 

This view from agencies mostly emerged in the context of arguments made against indicators and 

targets that were brought by the principals to the discussion. 

Divergent interests between agencies and principals in the performance targeting process on some 

occasions led to conflicts between the contracting parties. An MoF official (FP304) experienced a 

dispute when debating the target for an indicator with an agency head during a performance 

targeting meeting. The official attended the meeting with a data series showing several years of 

the agency’s performance. The official described the discussion on the agency targets being more 

difficult because both parties insisted on staying with their bargaining positions until finally the 

agency head gave up bargaining and in a raised voice said, “Okay, then! Put whatever targets you 

like!” This kind of conflict also happened in relation to indicator changes and indicator 

redefinitions, as experienced by two PSAs in the other services group (FP306; FP204). However, 

the conflicts were less intense than those associated with a simple target increase. 

Differing views of agency performance between the financial principal and the highly involved 

technical principals also brought about an intense level of conflict. As described in section 6.5, the 

financial principal considered that a policy made by Ministry A around restricting the budget 

proportion available for agency remuneration had limited MoF’s capability to develop a flexible 

performance contracting system. In the performance targeting subsystem, on one occasion these 

two principals proposed two process-based performance indicators which overlapped. The 

indicators were related to updating information on two information systems developed respectively 
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by Ministry A (the hospital information system) and MoF (BIOS, the PSA information system). 

In order to do the updates, some data were required by the two systems. Officials from MoF 

responded to this with a suggestion to eliminate the overlapping part of Ministry A’s system, but 

the key official from the ministry refused this. The MoF officials argued that without 

synchronisation, these two indicators led to redundancy. An MoF official (FP202) continued: 

Lastly, we invited the [FMPSA] director to join us in the discussion, and finally the technical 
principal … agreed with us … but after the meeting and [once] the principal [had] returned to 
[their] office, …they were back to the first position. They reasoned that they [needed] to assess 
the indicator completely.  

Process-based indicators like these were also criticised by some PSAs. One of the participants 

(AG325) questioned the high demands related to fulfilling the indicator requirements: “Do they 

really expect us to keep on eyes on BIOS every single day?” Another participant (AG121) doubted 

the impact of the adopted indicators in boosting overall agency performance: 

It’s supposed not to be key indicators … it isn’t impactful! The fact is that the success of 
achieving the indicators didn’t work [to boost the overall performance].  

6.7. Impact on Contract Hardness Levels  
This section looks at how the conditions discussed above affect the institutional setting in terms of 

contract hardness based on the NPM tenets. As discussed in Chapter 4, contract hardness refers to 

the cost, including financial, personnel, and psychological aspects, for actors in attending 

contracting processes. This framework is summarised in Table 4.3, and Table 6.2 below shows its 

application to contract settings in the contracting subsystems. It was found that the different 

subsystems had different sets of contract settings. In the planning subsystem, all relevant actors 

discussed performance indicators and targets. The use of the “challenging and realistic” principle 

by both agents and principals indicated the application of performance emphasis and conflicting 

interests between the parties. Different arrangements of meetings and the attendance of officials 

indicated the involvement of the actors, and conflicts existed either between agents and principals 

or between principals. Conversely, in the reporting subsystem, where agents were the only party 

that was assigned to measure and report performance information, only the setting of agent and 

principal involvement and conflicting interests around the reporting mechanism were applied. 
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Table 6.2 Hardness indicators in contracting processes 

Subsystems PE API CI PC 

Performance planning  X X X - 

Performance reporting - X X - 

Performance verification  X X X   - 

Performance rewarding  - X X X 

PE = Performance emphasis  
API = Agent-principal involvement 

CI = Conflicting interests 
PC = Performance consequences 

Source: Analysed by the author from the collected data.  

Similarly, the performance verification subsystem also had the same settings. This subsystem was 

characterised by the involvement of the actors in presenting data (agencies) and validating data 

(principals). Even though the regulation prescribes that agencies must provide reliable data in 

reporting their performance, in practice data validation became an exercise in performance 

emphasis by the principals in the operationalisation of the subsystem. The conflicting interests 

setting was applied when one of the principals did not reach a decision on the validated data at the 

end of on-the-spot verification, as expected by the regulator. The major example of this condition 

was MoH’s actions in this subsystem. Instead of finalising the verification results, the ministry 

brought the finding to its internal stakeholders, causing some delays in decision making. Lastly, 

the performance rewarding subsystem also had three contract settings. As activities in this 

subsystem are about rewarding agencies after performance data is affirmed, the subsystem did not 

apply the setting of performance emphasis.  

Following the identification of the settings in each of the contracting subsystems,  

Table 6.3 shows the levels of hardness of each subsystem, where different groups of agencies 

experienced different levels of hardness. To show comparisons among settings, the level of 

hardness is indicated by a “+” symbol, ranging from “+” to indicate the least degree of hardness 

to “++++” to indicate the most hardness. Overall, from the discussions in the previous sections, it 

is apparent that the involvement of the actors is the most crucial contract hardness determinant. 

This setting also somewhat influenced the characteristics of two other contract settings—
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performance emphasis and conflicting interests—in the operationalisation of the PSA contracting 

system. Even though the analysis was able to differentiate three groups or types of actor 

involvement, due to data limitations this chapter groups the involvement of the actors into two 

levels only: higher and lower. The former includes the PSAs under Ministry A and Ministry B; the 

latter includes the remaining PSAs. In general, it was found that the more involved parent ministry, 

the more aspects of contract setting complicated and hence more time and resources spent to 

complete all contracting processes. 

Among the other subsystems, performance reporting is the only contracting subsystem that is 

institutionalised with much softer settings. This subsystem very likely prevents hard pressure, 

intervention, and engagement from principals due to its reliance on self-assessed performance 

measurement which is then reported to the principals. Conflicting interests were found in the way 

Ministry A’s hospitals and Ministry B’s tertiary education providers sent these performance 

reports. On the one hand, MoF demanded the reports be accepted first by the ministry; on the other 

hand, the parent ministry demanded compilation of the reports by the ministry prior to the 

submission to MoF, hence possibly prolonging the process. This conflicting interest, however, did 

not lead to inter-principal conflicts. This finding can also be seen in the absence of conflicting 

interests in the operationalisation of the subsystem for the PSA group, with low actor involvement 

leading to a softer contract. Lower levels of involvement were associated with an even a softer 

contract arrangement, in which the reporting mechanism exactly followed what was expected by 

the regulator (MoF).  

Table 6.3 Institution of contract settings 

Contracting processes  
Groups of PSAs based on level of actor involvement 

High  Low  

Performance planning  ++++ +++ 

Performance reporting ++ + 

Performance verification  +++ ++ 

Performance rewarding  +++ +++ 

Source: Analysed by the author from the collected data. 
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In contrast to the performance reporting subsystem, the planning subsystem was the hardest among 

any of the subsystems. Almost all contract settings applied in this subsystem had higher tensions. 

Various combinations of high involvement of the actors in the discussions around performance 

indicators and targets led to layering and intensifying of meeting activities. The highest involved 

ministries had higher expectations of their agencies in regard to performance alignment and 

business process improvement. This emphasis on performance orientation brought by parent 

ministries into the system, approximately equal to MoF’s emphasis, was expected, and placed 

further pressure on the agents in most contracting processes, especially in the planning subsystem. 

This higher level of performance emphasis along with strict principal role-sharing led, to some 

extent, to a higher tension in either inter-principal or agent-principal relationships, which ended 

up in conflicts between the actors. However, the contract hardness level is dissimilar in the group 

with lower actor involvement. Although parent ministries positioned themselves in support of the 

leadership of MoF in most processes in this subsystem, in this lower contract setting stronger 

performance emphases dominantly came from one authority: MoF. In addition, support of MoF 

by the ministries built inter-principal relationships and thus reduced conflict intensities in the 

relationship even while conflicts between agencies and the financial principal still existed.  

While having a lower level of hardness than the planning subsystem, the performance verification 

subsystem applied a similar number and type of contract settings. Double layered verification and 

the capacity for multiple actors’ involvement in the subsystem institutionally led to the 

arrangement of hard contract settings. Experiences of close scrutiny of the performance data from 

the technical principal, as conducted by the highly involved Ministry B, also made this contract 

subsystem harsher. However, a lack of consistent implementation of verification due to limited 

budgets relieved agencies from much higher accountability pressures, and hence the involved 

parties might have experienced fewer conflicting interests than in the planning process. Likewise, 

agent and principal interactions, especially among principals, were applied in a rather coordinated 

and supportive atmosphere. In addition, even though the principals oriented their motivation to 

performance emphasis, this did not prevent them from objective reviews. Sometimes the 

verification results turned out to show stronger performance than the original data reported by 

agencies. 
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Characteristics of the rewarding subsystem are relatively close to the hardest contract settings 

where, institutionally, performance brings stronger positive impacts. Under PSA governance 

arrangements, the contracting system allows financial bonuses for heads of agencies which 

performed beyond the targets. In the implementation of these arrangements, they could also receive 

other types of reward regardless of agency performance against targets, such as the 

acknowledgement from the principals experienced by some agencies. However, the six conditions 

necessary to receive agency head performance incentives prevent some agencies from applying 

the mechanism and hence leads to harder contract settings for performance consequences. One of 

the agency groups significantly blocked from accessing these incentives is those agencies that lack 

financial resources due to running purposefully less profitable services.  

These results show that, in general, the institution of performance contracting can be characterised 

as having hard settings. Almost all processes in the contracting system are predominantly harder 

rather than softer. The application of characteristic indicators invites sound optimal deployment of 

organisational resources. However, where technical principals are less involved, slightly softer 

contract settings are present. This is aligned with the problems identified in Voorn et al. (2019), 

where the emphasis of performance orientation from principals against agency expectations may 

lead to higher levels of conflict among the involved parties.   

In line with the principals’ concern with managerial aspects of agencies’ work, as mentioned 

earlier, agency performance indicators were not always output-based; some indicators were 

process-based. Some scholars (e.g. DeHoog, 1990) maintain that output- and outcome-based 

indicators are likely to lead to harsher contracts than process-based indicators. This argument is 

based on the rationale that to achieve targets of these types is more difficult than for input- and 

process-based performance indicators. However, process-based indicators are created with more 

intensive control by principals. This type of indicator may facilitate principals controlling not only 

the results of the overall agency operations but also the way agencies operate businesses. This, 

therefore, reduces managerial autonomy levels. Similarly, applying the performance emphasis 

concept used in the present study’s framework, it can be seen that the use of these types of 

indicators enables principals to overlap with agency management through the notion of 
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performance emphasis. This condition therefore brings more pressure to agencies and may trigger 

conflicts among the actors. 

In contrast, some other ministries had less involvement due to either being less informed or giving 

less attention to their principal role. This group of ministries mostly relied on MoF in driving the 

contracting processes. Any initiative from such ministries was usually taken in response to the 

conditions resulting from MoF’s initiatives. Agencies under these ministries experienced slightly 

softer contracting accountability forums.  

Conflicting interests were also seen in inter-principal relationships. MoF and parent ministries may 

experience conflicts due to power assertion over the agencies. Some ministries maintain higher 

influence and control over their agencies while some others allow MoF to take over some of their 

authority as technical principal. Ministries that exercise higher influence and control over their 

agencies, like Ministry A and Ministry B, might well have the courage to challenge MoF to share 

principal roles in the contracting system. Among contracting subsystems, the planning subsystem 

and the verification subsystem experienced the highest levels of conflicts while other subsystems 

experienced lower levels.    

6.8. Conclusion 

This chapter looked at the level of hardness of the performance contract. The hardness of the 

contract refers to the adoption of fundamental NPM tenets in the design and operationalisation of 

control mechanisms. The previous chapter showed that PSAs have managerial autonomy although 

they lack political autonomy. As a consequence, this agency type is expected to have additional 

accountability loads through the introduction of accountability mechanisms. Therefore, this 

chapter looked at the arrangement of contracts to ensure managerial autonomy is balanced with 

the characteristics of the system governance in facilitating interactions between principals and 

agencies in the operationalisation of the PSA contracting system.  

The chapter showed how some major NPM tenets come into play in different stages of 

performance contracting. It showed that the overall design and operationalisation of the contracting 

system can be identified as a hard version. Three of the four identified tenets can be seen in most 
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contracting stages, and two of these—agent-principal involvement and conflict of interests—play 

a role in all contracting stages. The fact that PSAs have been given high managerial autonomy 

while their political autonomy is lower very likely creates the conditions for this type of 

contracting. Performance contracts have become media for both agencies and principals to assert 

their interests, especially in setting performance targets, and these interests are often conflicting. 

This assertion of interests has been formally adopted in the governance system through the 

principle of “challenging and realistic”. Although this principle is designated for the planning 

stage, in practice it has been implied in other stages, such as whether performance was properly 

reported, strictly validated, and proportionally rewarded. However, this application of the principle 

more broadly may depend on a number of factors, such as budget availability and relationship 

characteristics.  

High involvement of parent ministries in contracting stages, as discussed in this chapter, can be 

seen as a consequence of the lower political autonomy of some agencies. Although in the 

regulation of performance contracting, parent ministry involvement is not expected, the MoU 

between MoF and parent ministries for together taking care of PSAs has increased ministries’ 

eagerness to get involved in applying the performance contracting system. Combined with an 

understanding that agencies can be vehicles to achieve ministerial performance goals, this 

involvement tends to put more pressures on agencies when participating the contract stages. Where 

technical principals are less involved, however, at least two consequences come about: the taking 

over of this role by MoF and the incomplete application of the system.  

Given these results, the next chapter discusses another aspect of performance contracting, 

concerning dialogue and trust dynamics. Consideration of this aspect of contract arrangements will 

complete the explanation of the institutional arrangements of the performance contract system 

through consideration of a relational perspective. 
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Chapter 7:                                                                     
Relational Arrangement of the PSA Contracting System 

7.1. Introduction  

In conjunction with the discussion in Chapter 6, which presented the institutional setting of 

performance contracting in PSA governance, this chapter presents relational arrangements among 

the actors involved in PSA contracting practices at the targeting stage, the implementation stage, 

and the evaluation stage. The aim of this analysis is to investigate the dynamics of dialogue and 

trust using the concept of interorganisational relationships. The framework shown in Figure 4.3 is 

used in describing the development of trust. Briefly, the framework allows an investigation of how 

agencies and principals bring their expectations into dialogues in performance contracting stages, 

through which trust develops and which result in various levels of trust being signalled by the 

actors. 

It is crucial to link the discussion in this chapter with that of Chapter 6, as both these chapters are 

designed to identify characteristics of the PSA contracting system from the perspective of its 

operationalisation. The analysis in this chapter and the chapter’s findings will be interconnected 

to some extent with those of Chapter 6. Finally, this chapter starts with examining dialogue and 

trust dynamics in the performance contracting stages, followed by their impacts on the principal 

and agency relationship.  

As described in Chapter 6, initiative to develop PSA contracting system has been motivated to 

drive agencies performing as expected by their principals. While MoF concerns mainly on 

financial capacity, parent ministries concern on technical or functional aspects which ultimately 

aimed to   public service improvements. To some extent, most agencies understood these 

expectations. Some participants defined performance contracts as: 

…guidance to drive us to where we should go. So, as guidance to work… At least, the 
summary of my performance targets was included in the contract of my organisation leader 
(AG323). 
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Personally, performance contract is about challenges… that I have to answer… It challenges 
me to work more creative… in order to achieve the [targeted] goals… (AG215).    
Performance contracts consist of targets which are agreed by both parties (agency and 
principal)… If we have performance contract in a package [with remuneration], we can boost 
our performance… so that the services are improved (AG311).   
If we don’t have the agreed targets, people (in my organisation) may not work seriously. 
(AG312). 

The contracts are not only expected to improve output, but also internal business processes. The 

adoption of some indicators, such as process business modernisation, are expected to improve 

managerial aspects of the agencies. One of participants from PSAs pointed the importance of these 

aspects. 

For example, modernisation of the system which [this year’s achievement] is not satisfied. 
Next year the system should be modernised like this (AG224). 

Similarly, a MoF official (FP203) identified that  
Actually, we choose key performance indicators which are output, but… we [also] made a 
process-based indicator… to ensure modernisation running well. We push business process 
that… optimise the use of information and technology. 

7.2. The Planning Stage 

Along with general expectations to the implementation of the PSA performance contract syatem, 

the findings from the interviews conducted in this study indicate that one of the biggest issues in 

the PSA agencies-principal relationship relates to expectations in the contracting subsystems. This 

confirms the finding in Chapter 5 that the autonomy given to agencies brings certain expectations, 

and it fits with the framework illustrated in Figure 4.3 that identifies expectations as the basis for 

dialogue in which each actor then shows their trust signals. There was almost complete agreement 

among the research participants from MoF around their major expectation of PSAs. In the longer 

term, the major expectation of MoF for PSAs is that the PSA should achieve financial 

independence from the national budget. This expectation has been echoed by MoF on many 

occasions, including in a workshop held by MoF in 2019 which focused on the financial 

management of public service agencies as shown in Appendix 9. Aside from this long-term goal, 

MoF still expected PSAs to improve financial performance by increasing non-tax revenue 

generation in the shorter term. in addition, MoF-initiated performance indicators were also related 
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to other concerns, like the adoption by PSAs of the BIOS information system and the fulfillment 

of the agency mandate. 

Prior to attending preliminary meetings during the planning stage, officials of the financial 

principal usually prepared and analysed data series around the agency’s performance. An MoF 

official (FP303) revealed: “we also conducted simulations [on the data we had]”.  

An agency head (AG312) expressed awe at MoF’s commitment to bringing prepared data to the 

meetings: 

They really keep their eyes on the supervised agencies, … how the PSA potentials are … They 
have the data. They presented the data… this year, then this year, … They have [them] all. 

These data are aimed at estimating PSA potentials for the principal to then optimise through 

performance targets contracted with the PSAs. With this aim, some participants (e.g. FP304, 

FP307) objected to the proposed income generation target of some agencies: “Some PSAs 

proposed their targets too low” (FP307). Despite bringing these prepared data to the planning stage 

meetings, the principal also expected the agencies to bring their own supporting data to these 

meetings. Conversely, sometimes agents behaved opportunistically. They used information 

asymmetry where principals lack of data for covering their interests.  

They ask us to make our targets by ourselves. So, we made low targets so that high realisation 
achieved (AG224). 
Just after that (knowing that the contracts impact on agency head remuneration), we thought… 
if possible, the (performance) targets shouldn’t be high, just made low targets (AG221). 

In response to the principal’s expectation, PSAs expected their principals to consider the 

contextual conditions the agencies were operating within. These included market segmentation, 

performance history, and individual uniqueness, especially given that some agencies faced 

additional challenges due not only to decreasing demands for their products but also regulation 

changes. An MoF official (FP203) gave the example of a policy launched by a multilateral body 

of which Indonesia is a member. This body is an authority responsible for professional governance 

of personnel working in a particular transportation mode and the safety of the transportation 

service delivery. The new regulation was expected to affect a group of vocational colleges which 

had to comply with any regulations produced by the authority. One of main anticipated effects of 

the regulation was a decrease in the agencies’ future income. Similarly, another group of agencies 
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in which a research participant (AG323) worked also predicted incremental financial loss due to 

potentially decreasing demand for their products. The participant argued that their agency’s 

products were targeted to a shrinking group of customers and that “the demand had been 

decreasing” due to decreasing consumer interest in the industry. Even though the previous two 

years’ achievements for this agency had exceeded targets, the agency head (AG312) argued that 

this was because the government had subsidised local governments to purchase the agency’s 

products in those years. In addition, one agency (AG121) expected the principals to also consider 

the agency’s previous achievements:  

I said, I [had] experienced [previously how to achieve] it. My historical data of the last two 
consecutive years shows that it wasn’t achieved. 

Similarly, an agency head (AG313) who managed a revolving fund argued,  

It doesn’t mean that… we don’t want [to accept] the target, but please being realistic. It’s clear 
that we can count the target. When the loan is due date, when the loan should be returned. It’s 
all can be calculated. 

In other case, an official of a PSA university (AG227) stated that performance indicators did not 

always accommodate agency differentiation. The participant identified “conservation orientation” 

as one of its strategic initiatives initiated by the university. The initiative was documented in its 

long-term planning. An indicator related to the conservation programs had been contracted for 

some years, but in 2018 this indicator was dropped by its parent ministry and changed to another 

indicator suggested by the ministry.  

Given these differing expectations, dialogue in the planning stage was characterised by the 

presence of unfulfilled expectations among the parties. It was found that on the one hand, the 

agencies failed to convince the principals in bargaining for lower targets by not providing proper 

data. On the other hand, the principals did not build relationships with the agencies on the basis of 

equal position when driving agencies to set optimal performance targets. In relation to the lack of 

supporting data in bargaining for lower targets from agencies, one of the officials from MoF 

(FP304) questioned the agent’s attempt to bargain the target to a lower level than the previous 

year: 

How come they asked for a lower target? They have huge assets and enormous bank deposits! 
The official continued: 
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Unfortunately, they didn’t bring supporting data, and then we were debating. Because they 
didn’t provide data, I did want to bargain [about the target]. 

The official calculated that the income gained from the assets and bank deposits would be double 

the target being proposed by the agency. Another MoF official (FP307) experienced the same 

situation. The official confronted an agency head who came to a dialogue with a proposed higher 

target than the previous year’s, but lacked supporting data: 

When I challenged [the proposed target], the agency couldn’t explain it. Then I questioned 
where the target came from. Is it from the last year’s target plus projected increase, or what? 

On the other side, some participants revealed that they used opportunity from financial principal 

to propose next year’s target by putting lower targets, such as this agency official   

Because they ask us to make targets for ourselves, so we make lower target so that the rate of 
performance achievement was higher (AG224), 

while some others did not have supporting data to provide proper targets,  

We didn’t have the baseline data (that can be used to fill calculate performance targets), finally 
we just made the targets as what we understood… Consequently in 2017 when our 
performance was evaluated, there were some [of the targets] were highly achieved; far over 
the targets, while some others were below the targets. (AG221) 

In the longer term, the principals accommodated some differences between agencies in relation to 

contracting performance indicators. For example, as revealed by an official from a parent ministry 

(TP221), higher education providers under the ministry have been differentiated into three 

different groups of providers, based on the characteristics of their services and level of 

qualifications being offered (i.e. certificate, diploma, undergraduate, postgraduate). Likewise, PSA 

hospitals under Ministry of Health were differentiated with types of agencies (special or general 

hospital) and financial capacity (duafa on non-duafa). However, the ministry’s inclusion of some 

major ministerial functions or longer term goals into the performance contracts of its PSAs has 

come at the expense of addressing some individual agency differences. 

Besides the failure to fulfil the principals’ expectations, agency expectations were also not entirely 

fulfilled. The environmental dynamics and changes to the industries where agencies operate had 

not been considered as fundamental arguments for agencies in bargaining for lower targets. As 

found in Chapter 6 (section 6.3), most proposed changes of performance targets were not accepted 
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due to a variety of hierarchical problems, such as procedure rigidity, and the absence of adequate 

political and authoritative support. In addition to this, principals mostly saw agencies as their 

organisational subsidiaries, and as objects of power assertion. As found in Chapter 6 (section 6.3), 

principals could push agencies to accept their decision on performance targets with minimum 

attention to agency arguments. Moreover, in discussing potential indicators for inclusion in 

contracts most respondents from both MoF and parent ministries did not involve PSAs. Some 

(FP203, FP301, FP303, TP221) argued that “this is our domain” and “we don’t need agencies to 

be involved at this stage”. These assertions to some extent showed the position of the principals in 

viewing relationships with the agencies. Limiting agencies’ access to the early process of 

performance targeting undermines their contribution to decision making in the planning stage. The 

principals’ position has likely been influenced by their view that the agencies are their subordinates 

and should follow guidance from the principals.  

In response to how each party found their expectations fulfilled (or otherwise) and the relationships 

built in the dialogue, both agencies and principals produced different signals of trust which were 

mostly “voice” and “exit”. As discussed in Chapter 4, these behavioural signals can indicate lower 

levels of trust (exit), which trigger the actor to breach the relationship because they feel the 

expectation is unachievable, or can indicate the need to refine the expectation (voice), showing 

hope that the trustee can adjust the expectation. The two MoF officials who dealt with agencies 

that did not bring proper supporting data to meetings signalled voice over the PSA commitments 

during the dialogues:  

It seems the number dropped from the sky … No [proper] calculation at all! (FP307) 
They weren’t supportive, lacked supporting data. (FP304) 

Similarly, another MoF official (FP306) signalled an exit in regard to the agency: 

I am not so trusting [of] the agency in setting its targets. I know their potentials are huge, but 
they tried to limit them. 

On the contrary, the official pointed to the trustworthiness of another agency head with whom they 

had been interacting since the time the official had first been posted to the FMAPSA directorate: 

He is honest. He explained openly … [the agency] potentials that can be achieved… So, I trust 
him. 
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The agencies also sent voice and exit signals after the dialogues developed within the planning 

stage. One of agency heads who failed to provide supporting data for the proposed targets 

responded emotionally to the principal’s criticism with an exit signal. An MoF official (FP304) 

recalled this head saying: “Up to you! Whatever target you wish [for me]”, indicating 

unwillingness to continue dialogic communication around the issue. Some other officials of 

different agencies who viewed the targets set up for them as unachievable also produced exit 

signals. An official from a PSA (AG121) whose organisation was given a target for “response 

time” rate (i.e. time interval for customers waiting until they are served) commented as follows on 

the contracted target: 

… it’s impossible they can achieve a hundred percent [of the target]. … Many colleagues of 
mine [from other similar agencies] in different areas also protest this.  

The official argued that the professionals who deliver the targeted services are very limited in 

numbers while having to serve customers in several departments and being required to move across 

departments. The official commented about the technical principal who came up with the decision 

on the target:  

… [they] never work in functional positions. So, they don’t understand, setting the targets as 
they wish. 

Some PSAs responded to the dialogue around targeting with voice. The agencies considered that 

the principals did not take individual agency differences into account in the dialogic 

communications. From the perspective that the agency products are unique and in demand from 

only a limited number of customers, an official of an agency (AG323) argued that the demand for 

its products was decreasing, and hence:  

I’m sometimes not comfortable with [my counterparts in] the FMAPSA Directorate. We must 
be higher, higher, higher in targets. 

In addition to trust signals from MoF to the agencies, the technical ministry also signalled an exit 

strategy to its ministerial counterparts due to unclear mechanisms around power-sharing in final 

decision making on performance targeting. In this case, dialogues were characterised by being less 

harmonised in argument. Both parties insisted on their own opinions. Mediation occurred by 

involving the FMAPSA director in the dialogue. However, solutions were never agreed on by both 

parties. As a response to this exhausting dialogue, the MoF official (FP202) involved complained 
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about the ministerial involvement which, according to the official, went too far. The official 

commented on their ministerial counterpart:  

In the regulation, the [ministry] official is not reckoned. It [performance targeting] is supposed 
to be between PSAs and our directorate general. We just ask the official for feedback. 

And, in the end, the MoF official signalled:  

Now, we’re considering whether go the hard way, like telling that you are supposed not to 
exist [throughout this process], we don’t need you. We still consider that. 

Given a process where both agencies and principals bring expectations into dialogue that are 

largely unfulfilled, and where agencies have little involvement in the most critical decision making 

on the contracted items, the planning stage of PSA performance contracting is distinguished by a 

rather low level of trust. Due to the high involvement of the parent ministry in the planning stage, 

this low trust occurs not only in relationships between PSAs and MoF, but also between MoF and 

the parent ministry. 

7.3. The Implementation Stage 

A similar framework of expectations, dialogue, and trust signals can also be applied to the 

implementation stage of performance contracting. In the implementation stage, expectations of 

MoF were oriented towards the issues of income generation and public service improvement. In 

regard to the income generation issue, a senior official in the FMAPSA directorate expected all 

agencies to optimise their assets. The official quoted a well-known saying of the minister:  

Let the [government] assets be sweating, don’t let them be idle.  

In line with this, an interviewed FMAPSA vice director (FP203) argued that income generated 

from asset optimisation can be used to cover the biggest portion of operational costs, and hence 

the agencies can charge customers cheaper prices.  

As far as we can, income generated form non-services can be optimised to optimally cover 
cost of public services. 

Regarding service improvement, the principals also expected public service improvement to be 

achieved through an orientation towards customer satisfaction, less advantaged social groups, and 

good governance, including anti-corruption. Despite the segmented indicators, in a positive vibe a 

participant from MoF (FP303) related PSA performance with the success of the principal jobs.   
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The main aim of our jobs as principal is to make PSAs excel. It means that how we 
successfully taking care PSAs can be seen from the PSAs performance… We always hope 
that with the agreed performance standards, they have motivation to achieve the goals.      

On the other hand, expectations of agencies were focused on issues of principal support. Reflecting 

on the experience of abandonment by the parent ministry in recent years, some agency heads 

agreed with the ministerial official and expected support from principals during the 

implementation of contracts. 

Truly, I want Directorate General Treasury always gives… idea and solution or guidance that 
we don’t know yet (AG217). 
While in Jakarta (headquarter of the parent ministry), like I told you before, previously we 
didn’t get sufficient supports [from the headquarter] (AG312). 

In contrast to the planning stage, the interviews showed that dialogue in the implementation stage 

was characterised by high levels of fulfilment of each party’s expectations. While the agencies’ 

commitment to attaining their targets improved internal business processes, the principals were 

supportive of handling problems faced by the agencies. Two of the agencies showed their 

commitment to improve financial capacity through service intensification and diversification. A 

vocational education provider in Malang intensified its core business through a “moving class” 

strategy. Moving class is a strategy to optimise the use of the available classrooms by increasing 

occupancy rates, letting one classroom be utilised for different subjects by different study 

programs. The strategy was undertaken by the agency due to a government regulation on land 

ownership that prevents the agency from constructing new buildings. In addition to optimising its 

available human resources, a number of new study programs were established with a priority to 

match the new programs with the expertise of the existing academic staff. These initiatives had 

doubled the number of study programs in five years (2014–2019) and boosted annual income 

generation more than four times by the end of the period.  

Another agency, which deals with artificial insemination, established a task force to create new 

products and services. This agency’s research and development team came up with some diverse 

business proposals that shifted away from the agency’s core business. These included edu-tourism, 

animal feed products, and training in quality assurance and assessment. Both this agency and the 

vocational education provider discussed above are now acknowledged as leading PSAs of the 
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related ministries, from which other agencies have learned and to which they have benchmarked 

their business operations. 

In relation to managerial aspects, the interviews also showed that most agencies improved their 

performance management systems, allowing cascading of targets from top leaders to the lowest 

managerial levels. Some agencies even advanced their systems with computer-based applications, 

allowing process automation. These forms of commitment gained loyalty from MoF in the form 

of wide general acknowledgement of the agencies’ success in increasing their financial 

performance and enhancing internal corporate governance. However, there were some minor 

comments from an official from the FMAPSA directorate (FP101) on agencies which have 

underutilised their assets:  

Why [are the assets] not being optimised? Just utilise them … to gain money from the 
utilisation.  

Similarly, an MoF official (FP305) doubted that improvement in managerial terms has been 

followed by public service improvement. The official argued that further investigation was needed 

to find the real impact of contracting on service improvement. 

In response to the expectations, parent ministries showed their increasing attention to take care of 

their PASs. One of the agency heads (AG312) illustrated the current condition. 

That was the turning point... Since then, we have been supported by the Inspectorate General 
and the Secretariat General of the Ministry. 

An official from different ministry (TP222) revealed that the agencies were very happy having 

support from the ministry.  

They (the agencies) can feel it (the principal assistance), they said that it’s much better now; 
helpful. The times before, they felt like motherless.  

The participant commented that this is because the ministry in 2015 established a new unit that has 

been dedicated to assist and oversee the ministry’s PSAs 

Regarding the MoF efforts in relation to the fulfilment of the agency expectations, the ministry, as 

a principal, showed its commitment to helping agencies tackle problems faced by the agencies in 

their efforts to achieve performance targets. The former FMAPSA director emphasised the use of 

an interpersonal and informal approach in addition to more formal methods for building 
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communication and relationships with PSAs. An example of the use of this approach is what 

happened to one agency, as recounted by an MoF official (FP304). The official described the 

experience of an agency which had not satisfied financial performance targets due to a large 

number of non-collectable accounts each of which related to only a small amount of money owed 

to the agency: 

Their money was only six hundred million, but their debts were fifteen billion. Conversely, 
they had twenty-five billion of receivables. From this data, we decided to give our assistance. 

After a series of dialogues, MoF finally facilitated the agency meeting with its parent ministry and 

its debtors to accelerate payment of the debts. The official also suggested the agency should design 

cooperation agreements with an emphasis on the issue of equal rights and obligations between the 

agency and its partners. According to the official, the main root of the problem was that the existing 

agreements contained unbalanced regulation of the conditions under which defaults by the 

contracting parties occurred. The official continued: 

We facilitated a meeting between the agency, its parent ministry, and us [to discuss this 
problem] … but we haven’t met with the third parties yet. Let the ministry initiate it. 

Along with informal approaches to problem solving, MoF provided various channels of 

communication to assist the PSAs. These included formal channels like monitoring and evaluation 

activities and forum komunikasi (communication forums) or forkom, and informal channels like 

WhatsApp (a mobile-based chatting application) groups. These communication channels became 

expectation containers, where principals updated agencies on the latest policies and regulations 

and agencies shared their circumstances, experiences, and problems. An agency head (AG312) 

appreciated that some issues identified and discussed in forkom “were followed up [by the 

principals] with new policies and regulations [related to the issues]”.  

Monitoring and evaluation activities during contract implementation also functioned for PSAs as 

dialogic forums where, according to an official of a ministry (TP221), the PSAs “report their 

problems” and ask for advice. MoF’s commitment, however, was not always followed by its 

counterpart principals, the parent ministries. Some MoF officials (FP203, FP304, FP307) 

identified that some parent ministries did not have ‘clear commitment’ and ‘attention’ due to less 

understanding about the concept and governance of PSAs. Their inspectorate generals, for 

example, did not differentiate PSAs from ministerial departments, and hence neglected PSA 
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autonomy and flexibility. As a result, the agencies could not fully exercise this flexibility. This 

condition resulted in unbalanced assertions of loyalty from the agencies: they were closer and more 

obedient towards MoF than their parent ministries (FP102, FP203, FP304). In addition to this 

loyalty, which came in response to MoF’s actions in the implementation stage, an agency head 

(AG312) felt “… happy, always get feedback… [and] more comfortable” in doing business.  

As revealed earlier that loyalty signals were also sent by agencies to their parent ministries. In 

contrast, both technical and financial principals shared the same major concern about a 

performance emphasis on improving internal agency governance. Under the influence of this 

concern, process-type indicators were often promoted by both principals. As admitted by some 

participants from MoF (e.g. FP202, FP306), one of the examples of this was the adoption of 

indicators to facilitate the implementation of the MoF-developed information system, BIOS (the 

PSA information system), in the previous two consecutinve contracting years (2017–2018) for all 

PSAs. The indicator covered the connection of databases between MoF and the PSAs (FP306). 

Similarly, a highly involved ministry also promoted an indicator that encouraged its agencies to 

adopt the ministry-developed information system. The introduction of these indicators into the 

PSA contracts at the same time apparently led to overlapping principal interests. This condition 

was described by a participant (FP301) as follows: on the one hand, the ministry “overlapped … 

the financial domains”; on the other hand, “MoF too far… intervened [in] the technical domain”. 

The condition then triggered conflicts between the ministries in the discussion of performance 

targeting and invited the mediation of more senior officials from the two ministries (FP202, 

FP301).  

Moreover, one MoF official (FP306) revealed implementation of one of the indicators varied from 

the expectation: 

We found some PSAs are ready. They had developed … web services, the interface 
application that bridges the PSAs’ information system and BIOS … in fact, [it is] BIOS which 
is not ready. That’s the problem. 

Similarly, a participant from a PSA (AG121) revealed that the ministry-developed system might 

have been problematic in implementation. The participant argued that system end users may face 

problems in accessing the system due to some handicaps, such as unreliable internet connections 

and device inaccessibility.  
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7.4. The Evaluation Stage 

As shown in Table 4.4, the last stage of the contract framework is the evaluation stage. MoF, 

according to the DGT (2017), is the only authority that can give formal acknowledgement that 

allows for the granting of performance-based financial benefits. However, as already explained in 

Chapter 6, in conducting on-the-spot data verifications the ministry invited its counterpart 

principals, the PSA parent ministries, to be involved. Given budget constraints, only a small 

number of agencies could be visited and not all high-performing agencies that applied for financial 

rewards could be visited. The FMAPSA Directorate consequently had to make a priority list for 

visiting PSAs which were performing well for on-the-spot data verification. An official of MoF 

(FP303) admitted that the authority had usually identified several agencies that were made a 

priority when they applied for financial incentives based on performance achievement. The official 

argued that these agencies had doubtful records in presenting data due to lacking institutional 

capacity. This judgement was based on years of experience overseeing the agencies. A parent 

ministerial official (TP121) also identified the need for scrutiny of performance data from 

agencies. The official referred to an experience when some agencies under the ministry failed to 

produce proper calculations when providing data as the basis for budget allocation for agency 

remuneration: the agencies inflated the data by including a financial component that was not 

supposed to be included. This, therefore, reduced the perception of data reliability.  

Another ministerial official (TP221) recounted the experience of receiving flawed performance 

data from an agency which had applied for the performance-linked financial benefit. In 2017, the 

agency applied for financial rewards for three consecutive years (2015–2017). After data 

verification, the official found a mistake in the calculation of a performance indicator called 

intellectual property products. It was found that the agency included performance that should have 

fallen into the following year in the current year’s data. Specifically, for this example, property 

rights can only be counted as achievements after being approved by the relevant authority, while 

product registration was only a proof of entry into the process of property right approval; however, 

the agency used this registration in counting the achievement. Nevertheless, the official argued 

that performance data scrutiny was part of the regulatory requirements from regulations and the 

choice to scrutinise data of some agencies was not based on previous findings.  
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A dialogue occurs when conducting validation, including on-the-spot validations. Inharmonious 

dialogue sometimes occurred in these settings. An MoF official (FP303) told a story of a dispute 

between a validation team, which was led by a less experienced official, and agency executives. 

Because of this dispute, the executives rejected signing the letter of validation completion, 

signalling disagreement with the validation team. The MoF official commented that the main cause 

of this incident was an inappropriate communication atmosphere brought by the team into the 

dialogue. The official talked about an unwritten code of conduct for teams conducting on-the-spot 

validations:  

We try to be objective. We treat them all as friends … we want no gap between us (principals 
and agencies) … but we are firm with what we do. There we take a middle way of being 
friends but also being professional [at the same time]. 

According to MoF officials (FP202, FP301) who oversaw a group of over forty agencies, most 

applications for financial reward were not verified on the spot. All the applications were approved 

based on desktop verifications. This is permitted by the regulation. Accordingly, the approvals can 

be corrected based on findings from later field verifications. Regarding the issue of data correction, 

an official of an agency (AG121) revealed an experience of having on-the-spot verification where 

the validation team corrected the agency’s performance data in positive way: the level of 

performance found in the verification was higher than had been reported.  

7.5. Impacts on the Principal-Agency Relationship 

As identified in Chapter 3, increasing performance was one of the motivations for the 

establishment of PSAs. As a consequence, this was also the motivation for initiating the 

performance contracting system. This motivation has been embraced in different stages of the 

system with various combination of, dialogue, trust, and interactions as illustrated in Table 7.1 

below. The table summarises the findings explained in the previous three sections.  
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Table 7.1 Dialogue and trust dynamics 

Stages Conditions 
Planning Expectation fulfilment 

• Principal expectations hardly fulfilled 
• Agency expectations hardly fulfilled 
• Opportunistic behavior: hiding potensials 

Interactions 
• High tense agent-principal and interprincipal interactions 
• Hierarchical agency-principal interactions 

Trust 
• Lower trust of principals to agencies 
• Lower trust among principals 
• Lower trust of agencies to principals 

Implememtation Expectation fulfilment 
• Principal expectations mostly fulfilled 
• Agency expectations mostly fulfilled 
• Managerial improvement 
➔ Performance management 
➔ Collaboration  

• Innovation  

Interactions 
• Imbalance roles among principals in ensuring performance achievement of 

agencies 
• Collaborative agency-principal interacitons 

Trust 
• Higher trust of principals to agencies 
• Higher trust among principals 
• Higher of agencies to principals 

Evaluation Expectation fulfilment  
• Financial benefit to agency heads is not sole agency expectations 
• Recognitions expected are not always individual financial benefits 
• Agency expectations are partially fulfilled  

Interactions 
• Tight performance data verification due to flaw experience and administrative 

accountability 
• Collaboration among principals 
• Minimised agency-principal interactions 

Trust 
• Moderate trust on performance data 
• Higher trust of agencies to rpincipals 

Source: Analised by the auhor from collected data 
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Within the planning stage, both principals and agencies come to dialogue with competing interests, 

and hence the dialogue focuses on bargaining. The principals view performance contracting as a 

vehicle for an emphasis on performance targets that should be increased year by year. This view 

is also facilitated by the institutional arrangement of the agent-principal relationship, which is 

hierarchical and positions the agencies as subordinates. This gives the agencies only a tiny 

opportunity to bargain in the dialogue. This is despite some dialogue theorists (e.g. Bohm, 1996; 

Simpson et al., 2004) having suggested that equality among interacting actors is required to ensure 

dialogic relations that lead to higher levels of trust among boundary spanners. 

Despite the substantial chance of conflict at the start of contracting stage, the interviews found that 

the positions in the dialogue by the implementation stage were significantly different. At this stage, 

the agencies and principals come to dialogue with a sense of cooperation. The agencies are more 

eager to achieve their targets while the principals are happy to assist the agencies in attaining their 

goals. The agreement achieved after the difficult first stage of dialogue results in the incorporation 

of ministerial goals into contract items, and because agencies are the vehicles used to achieve 

targets, principals are motivated to help agencies attain their goals. This alignment of performance 

goals thus leads to a situation in the implementation stage where agencies optimise their resources 

in order to achieve the targets, and the principals often assist the agencies in resolving problems, 

because the success of the agencies in achieving targets will also result in performance 

achievement for their ministries. This situation shows that both agencies and principals have more 

dialogistic relationships when they treat each other as colleagues. Within such a dialogue, the 

principals are also able to listen to the agencies’ problems in attaining performance goals. This 

satisfies the requirements proposed by some dialogue scholars (e.g. Bohm, 1996; Isaacs, 2001) for 

enabling trust development that leads to higher levels of trust. 

Further considering these findings for the two contracting stages, the lower political autonomy of 

PSAs has contributed to the nature of conditions in the planning and implementation stages, as 

found in Chapter 5. This superordinate–subordinate institutional relationship encourages the 

principals to align performance goals between agencies and principals. This approach by principals 

very likely leads to conflicting expectations and inequality in dialogue in the planning stage, and 

results in lower levels of trust. Literature (e.g. Bjørnholt and Salomonsen, 2015) has revealed that 
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minimum involvement of agencies and principal dominance in driving performance indicators may 

result in low levels of goal attainment by agencies. However, when goal alignment is achieved the 

relationship that typically develops results in supportive dialogues where agencies’ expectations 

of getting help from principals in solving problems are mostly fulfilled. These supportive dialogues 

are therefore filled with a greater degree of equality, which then leads to higher levels of trust 

between agencies and principals.  

The dialogue positions at the evaluation stage are in between those of the two previous stages. The 

dialogue is dominated by information seeking around the agency’s performance. The institutional 

arrangement for PSAs allows for self-assessment by the agencies and data verification by the 

principals. As a consequence, the critical dialogic interactions at the evaluation stage are related 

to on-the-spot validations. Within these activities the agencies are required to openly provide the 

data, which the principals should review objectively. The findings show that the ability of 

individuals involved in this process to play dual roles as boundary spanners—as individuals and 

organisations—is seemingly crucial to building dialogic interactions that balance trust and 

accountability by being friendly but objective. This particular finding is in line with some authors 

(e.g. Lewis and Weigart, 1985; Rousseau et al., 1998) who suggest that the dual role of boundary-

spanning civil servants may prevent their individual perspectives from dominating trust decisions.  

The skills of officials in maintaining equality in interactions are important for enabling these 

dialogic interactions to develop higher trust. This can be seen from the experience in the 

operationalisation of performance reviewing. When principals came to dialogue with a strict 

organisational role and accountability orientation, they found difficulties in communicating with 

the agencies in order to engage in dialogic discussion around the performance reviews. Viewing 

this skill to engage counterparts in dialogue as an influencing factor to trust others, it could be 

argued that rule-based trust already develops, together with calculus-based trust, at the micro level 

in which the boundary spanners bring their past experience into the decision to trust. Most of those 

officials from the principals with less work experience viewed interorganisational relationships as 

formal, in which trust is mostly based on institutional aspects, such as role-based, rule-based, and 

routines-based trust. Dialogic relations in this context are therefore rather rigid, strict, and 

distancing. This condition leads to lower levels of reciprocal trust. Conversely, the boundary 
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spanners with longer periods interacting with agencies were able to view the relationships in a 

more relaxed way, inviting a view of dialogistic relations as equal and close. Experience may be 

embedded in calculus-based trust and can then influence trust decision making. In line with Kramer 

(1999), who argue that the length of relationships may impact trust, in public administration, where 

boundary spanners cannot easily leave the relationship, the impact of past experience depends on 

the dominant characteristic of this experience, either positive or negative. While a positive 

experience leads to higher levels of trust, a negative experience leads to lower levels. Given this 

notion, and in light of the earlier discussion on dual-role boundary spanners, the length of 

relationships may become a starting point where trust begins to develop.   

7.6. Conclusion 

This chapter looked at the dynamics of dialogue and trust in the relational arrangements of the 

PSAs and the principal in the performance contracting system. This followed the finding from 

Chapter 6 that the performance contracting setting involves a number of actors from both 

principals and agencies. The involvement of these actors is continuous in the planning, 

implementation, and evaluation stages of the contract, and the performance targets set. Chapter 6 

showed that relational characteristics and conflicting interests may affect the level of hardness of 

the contract. Similar to Chapter 6, in which the autonomy construction discussed in Chapter 5 was 

influential, this chapter also found similar influences.  

This chapter explored the dynamics of dialogue and trust between agents and principals within the 

performance contracting system. The analysis provided findings about the dynamics in the critical 

stages of the implemented system and how these dynamics may differ from expectations, and 

hence produce different results. The analysis demonstrated that the different expectations may 

have resulted from the different interests of agencies and the principals. These differences 

influenced the extent to which the parties could fulfil their expectations of each other. In the 

dialogue at the planning stage, conflicting expectations resulted in low levels of expectation 

fulfilment for each party. Within the dialogue, the construction of political autonomy influenced 

relational characteristics between agencies and principals which then influenced the dialogue 

characteristics. The lower level of political autonomy of PSAs has driven inequality in the 
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dialogue. Combined with lower levels of expectation fulfilment, this unequal dialogue resulted in 

the actors showing low levels of trust signals.  

In the implementation stage, conversely, the actors come to dialogue with higher levels of 

expectation fulfilment, since both agencies and principals maintain a fairly aligned interest in 

achieving the agency performance targets. This condition may result from the lower level of 

political autonomy, where ministry-agency target alignment was encouraged in the planning stage. 

This alignment then influences relational characteristics, leading to equal and supportive dialogues 

between agencies and principals. All these circumstances therefore resulted in high level trust 

signals from the actors. 
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Chapter 8: Conclusion and Implications 

8.1. Introduction  

This thesis studies agency autonomy and the control mechanism that accompanies it. The thesis 

attempts to fill a research gap in the agencification literature through studying the implementation 

of an internal performance contracting system as a control mechanism in response to an autonomy 

arrangement. This thesis views autonomy from two different aspects: political and managerial. It 

views the control mechanism from two perspectives: the institutional arrangement based on 

contract hardness analysis and the relational arrangement based on the dialogue and trust 

dynamics.  

This thesis employed a qualitative research design to answer the main research question: “How is 

performance contracting arranged in response to the autonomy given to semi-autonomous agencies 

such as PSAs in Indonesia?” In light of the importance of context in gaining a better understanding 

of researched phenomena, this study analysed the case of the relatively new autonomous agencies 

in Indonesia known as public service agencies (PSAs). The agencies were constructed by 

transforming mostly income-generating ministerial departments, due to the need to empower those 

public organisations with entrepreneurship, especially as they began to face more competitive 

markets. Three research sub-questions were constructed to help answer the main question.  

The first research sub question is:  

“How are PSAs positioned among other types of public sector agencies in Indonesia in terms 

of autonomy?”   

This question was addressed by identifying various types of public sector agencies in Indonesia 

and hence differentiating the PSA as an agency type from any other agency types which exist in 

the Indonesian public administration system. The data that formed the basis of this analysis were 

mainly collected from the relevant regulations and statutes under which agencies are established 

and governed. In addition to this, public data from the internet were also used to support the 

analysis.  
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The other two research questions are as follows: 

“What is the institutional arrangement of the PSA performance contracting system, especially 

in terms of contract hardness?”  

“What are the dynamics of dialogue and trust in the relational arrangement of the PSA 

performance contracting system?” 

The main data collected for these research questions came from in-depth interviews with selected 

actors from both the agencies (the PSAs) and the principals, which were the Ministry of Finance 

(MoF) and parent ministries.   

This chapter first presents the answers for the three sub-questions then proceeds to answering the 

main research question to bring the thesis to a conclusion. A discussion on the implications of the 

thesis and its contributions to the body of knowledge follows in the next section. This section also 

discusses the contribution to practice and the policy implications of this thesis. Finally, this chapter 

acknowledges some limitations, and highlights possible further research. 

8.2. Summary of Findings  

This section discusses how the empirical findings explain the autonomy given to PSAs as semi-

autonomous agencies in Indonesia and its impact on the performance contracting arrangement.  

8.2.1. Position of PSAs in the Agency Taxonomy 

In order to answer the first research question, this thesis deployed a four-quadrant autonomy 

framework based on managerial and political autonomies as an analytical framework (Figure 4.2). 

This framework allowed categorisation of various types of agencies. Using the grouping revealed 

by this framework, it was found that none of the agency types falls into a single quadrant of 

autonomy construction. Non-structural agencies (NSAs) are the least guided and allow for an 

optimal variety of autonomy constructions. Conversely, non-ministerial agencies (NMAs) and 

PSAs with stronger controls have more uniform autonomy arrangements. In addition, for PSAs 

the authority (MoF) has driven an agencification system that puts almost all PSAs in the second 

quadrant of the framework; agencies in this quadrant are characterised as having higher managerial 

autonomy but lower political autonomy. Given this combination of a high level of managerial 
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autonomy with a low level of political autonomy, PSAs would be expected to be subject to more 

accountability measures than agencies with similar levels of managerial autonomy but higher 

political autonomy. This accountability condition has been mainly influenced by a “dual status” 

policy which allows an agency to become a PSA while still retaining its previous administrative 

organisational form as either a ministerial unit or other type of agency. 

8.2.2. Level of Contract Hardness 

The investigation of contract version for answering the second research sub-question used an 

analysis of contract characteristics as illustrated in Table 4.3. This evaluation, as discussed in 

Chapter 6, showed that the contracting system for PSAs often has a hard setting, which means 

intensive adoption of some fundamental NPM-based institutional features. The role of MoF, as the 

financial principal and the regulator of PSA governance, has been central in driving the contracting 

system to have this institutional setting. In addition to this, parent ministries, as technical 

principals, considered their involvement important, and this drove the system harder. In addition, 

the analysis demonstrated that political competition between the two principals could lead to 

conflicts that further hardened the contract version. 

8.2.3. Dynamics of Dialogue and Trust  

Using an analytical framework which inserts dialogue within the conception of interorganisational 

trust (as illustrated in Figure 4.3), Chapter 7 showed that the dynamics of dialogue and trust in the 

operationalisation of the performance contracting system varied. This variation is swayed by the 

fulfillment of the projected expectations as well as the degree of equality between agency and 

principal in discussing performance goals. Unmatched expectations and unequal dialogue between 

agencies and principals in the planning stage usually lead to lower levels of trust. Conversely, in 

the implementation stage, both agencies and principals are mostly supportive of each other. On the 

one hand, agencies’ main expectation of getting some assistance in achieving targets often received 

a positive response from principals. On the other hand, agencies that made strong attempts to 

achieve targets were in line with the principals’ expectations. 
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8.3. Discussion 

Given the findings summarised above, this section discusses how the empirical findings explain 

the autonomy given to PSAs as semi-autonomous agencies in Indonesia and the impact of this 

autonomy on the performance contracting arrangement. 

8.3.1. Autonomy and Control in Agencification 

Looking back to the country history’s under and post colonialisation, agencification is a new thing 

in the national administration system. Economic decolonialisation after its independence from 

Dutch in 1945 rather drove the Indonesian government to nationalise Indonesian-based operating 

Dutch companies and establish state-owned companies (Thee, 2010). Later in the end period of 

Sukarno regime (1960s), the country initiated the creation of agency-typed organisations, such as 

Public Administration Institute (PAI), National Development Planning Agency (NDPA), and 

Institute of National Space Aviation (INSA), while still under ministerial controls. Following 

similar deployment of centralistic approach of government by the previous regime, efforts to 

autonomise government institutions in the New Order era were limited to the creation of Non-

Ministerial Agency (NMA) and transformed the specified agencies established earlier to this 

agency type. The centralised administration was diminished by the fall of the New Order. 

Supported with the spirit to democratise political institution, decentralise government, and improve 

public services, the Reform Era has introduced two new agency types, Non-Structural Agency 

(NSA) and Public Service Agency (PSA), that bring various combinations of political and 

managerial autonomy features.  

The creation of various types of agencies in Indonesia, to some extent, is similar to agencification 

path of the more developed and pioneering country; the UK. However, different political and 

administrative system may result in different landscape of agencification. In comparison of the 

latest introduced agency types by both countries (Executive Agency in the UK) and (PSA in 

Indonesia), they share similarity in terms of motivation (to grant managerial autonomy and 

emphasise performance orientation) and legal foundation by which the agencies operate (the 

regulation on the public financial management). Despite this similarity, Executive Agency has 
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varied budget mechanisms and organisational designs (James et al., 2012) while PSA has uniform 

governance, neglecting variety of business nature, and organisational differences. 

This thesis follows previous agencification studies (e.g. Christensen and Lægreid, 2004; 

Verschuere, 2007) which investigated the correspondence between autonomy arrangements and 

control arrangements. This thesis makes a contribution to this kind of investigation through the 

expansion of: 1) the autonomy arrangement concept, by allowing differentiation between political 

and managerial autonomy; and 2) the control arrangement, which is examined in reference to 

internal performance contracting through institutional (contract hardness) and relational (dialogue 

and trust dynamics) arrangements. These expansions contribute to the agencification literature by 

providing a clearer explanation of the autonomy-control correspondence.  

This thesis finds that agencification in Indonesia is at a distance from the models promoted in more 

developed countries. This is in line with the suggestion made by numerous researchers (e.g. 

Mongkol, 2007; Sulle, 2010; Haque, 2007) that contexts should be considered in order to find 

meaning. Agencification in Indonesia has included the proliferation of NMAs, NSAs, and PSAs. 

The movement has been conducted in a rather scattered way, with little nationwide leadership and 

design. Besides MoF, which is officially assigned to govern and oversee PSAs, no other ministries 

or agencies have formally been assigned to take care of other agency types. The Public 

Administration Institute (2013) found that management of NSAs lacked guidance. The institute 

argued that the functions of the Ministry of Apparatus and Bureaucracy Reform and the Institute 

for Public Administration potentially overlap regarding the authority they can take in terms of a 

leadership role. However, recently, the Ministry of State Secretary and the Ministry of Apparatus 

and Bureaucracy Reform both had roles in conducting a rationalisation of the existing NSAs. At 

the time of writing, this study had not found clear authority by which NSAs are managed and 

regulated, or a solid design of Indonesian agencification on the NSA side. It is crucial that the role 

of the authority at least covers the establishment and disestablishment of agencies in order to meet 

the practical needs of such processes with policy guidance. The experience of agency 

rationalisation in the period 2015–2020 (Abrar, 2020; Ministry of State Secretary, 2020) resulted 

from policy evaluation of agency proliferation, which has now at least become more controlled. 

The assignment of authority to control and manage this type of agency would improve 
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controllability and accountability of this aspect of agencification, which to date has mainly been 

motivated by a wish to assert political autonomy.  

Unlike Gill (2001), Greve (1999), and Van Thiel (2012), who viewed autonomy as the 

accumulation of different aspects of autonomy which join together in the same direction, forming 

a continuum of low to high autonomy levels, the different directions of political and managerial 

autonomy permitted by this thesis has allowed for the categorisation of Indonesian public agencies 

into four groups. This categorisation places almost all PSAs in a group that maintains lower 

political autonomy while having higher managerial autonomy. Although some other agencies from 

the NSA group have a quite similar level of managerial autonomy, the accountability load 

experienced by PSAs was not found in such agencies. PSAs have been characterised as being 

overloaded with accountability, as indicated in Schillemans and Bovens’s study (2011). It could 

be argued that PSA managerial autonomy has been designed to provide government agencies with 

managerial flexibility similar to the managerial capabilities and styles of a private company. This 

flexibility means PSAs are excluded from a set of regulations applied to the public financial 

management system, the public sector employment system, and other relevant regulations. 

However, this exclusion does not mean that the agencies are free from control mechanisms which 

are assigned to public institutions. As a complement to the traditional control mechanisms, the 

basic load of PSA accountability was imposed by the foundation regulation for PSAs, Government 

Regulation 23/2005, which mainly governs managerial autonomy. This thesis finds that these 

existing governance arrangements have been reshaped by the primary regulator, MoF, which is 

also the financial principal of PSAs. MoF’s embrace of an NPM way of thinking has added 

additional burdens to the existing accountability arrangements, through imposing newly designed 

accountability mechanisms.  

Low levels of political autonomy of PSAs also play a role in shaping accountability arrangements 

through the pursuit of tighter relationship-driven controls from the principals, especially parent 

ministries. With low political autonomy, the “arm’s length” definition of agencification, often 

considered by scholars (e.g. Pollitt et al., 2001; Pollitt et al., 2004; Talbot, 2004; Trondal, 2014; 

Verhoest et al., 2010) as the driving motivation of agencification, is not long enough to give 

agencies a proper distance from ministerial influences and interventions. This thesis finds that 
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accountability ownership is a major factor explaining why the arm’s length is not that long, and 

therefore this degree of relative closeness drives relationship-based accountability towards a harder 

setting. This thesis refers to accountability ownership as the awareness of accountors of their 

authority to control their accountees. This ownership can be shown by an eagerness to become 

optimally involved in control mechanisms and through assertions about agencies being vehicles to 

achieve principals’ performance goals. With little guidance on role distribution, as in the 

Indonesian PSA case, the eagerness of multiple principals to become involved in control 

mechanisms can lead to conflicts, which in turn burdens accountability with harder conditions. 

Similarly, this thesis finds that a lack of guidance about mechanisms for aligning performance 

goals between agencies and principals also leads to inter-principal and agency-principal conflicts. 

These findings to some extent support arguments about problems associated with multiple 

principals put forward by Voorn et al. (2019). 

8.3.2. Performance Contracting 

In the case of PSAs, performance contracting has been designed as a consequence of granting 

managerial autonomy. The system has been developed through a need to balance the managerial 

flexibility and discretion granted to PSAs with adequate instruments that allow principals to project 

agencies’ performance. Triggered by a senior official of the Directorate of Financial Management 

of PSAs, performance contracting was initiated for two main reasons: the underperforming public 

sector and past failures in attaining the goals of PSA creation. The institutional arrangement of the 

PSA performance contract has often been pursued at a hard level, including tight planning, 

performance monitoring, and performance-linked rewards. In accordance with higher levels of 

managerial autonomy, therefore, the more strongly principals pursue their controls over the 

agencies through higher involvement of, or attendance by, the principals in contracting processes, 

the harder the design of the performance contract.   

In the agencification literature, NPM-based control through the operationalisation of performance 

contracts has been identified with hard versions of performance contracting (DeHoog, 1990; 

Domberger, 1998; Verhoest, 2005b). Along with low political autonomy, the embracing of an 

NPM way of thinking by both financial and technical principals has led the arrangement of the 
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PSA performance contracting system to move closer to the characteristics of an NPM-based 

control mechanism. The system has been arranged as a hard version of contractualisation and 

hence is in line with the existing literature. As the primary regulator of PSA management, the role 

of MoF has been central. Its role in shaping the accountability of PSAs indicates that the 

arrangement of managerial autonomy opens the door to the involvement of an authority whose 

structural and official position is unrelated to the agencies, other than its relationship with the 

technical ministries. Accountability reshaping sometimes goes beyond the traditional authority 

boundary. In the case of PSAs, MoF has designed the performance contract system, which is 

operationalised with minimum involvement of parent ministries. This experience is comparable to 

the Danish public sector performance contracting system (Greve, 2000; Binderkrantz and 

Christensen, 2009a). In that performance contracting arrangement, the Danish MoF gained 

authority over the agencies through the attachment of a performance-based budget allocation to 

the system. In the Indonesian case, MoF has instrumentalised its authority around PSA 

remuneration systems to gain an influential role in the operationalisation of the PSA contract 

system by connecting agency head remuneration payments with performance achievement. 

However, after a period of contract system implementation, both the Danish MoF and the 

Indonesian MoF experienced a reduction in influence over the agencies due to the increasing 

awareness of parent ministries of their potential power over their agencies. This increasing 

awareness leads, on the one hand, to the increasing involvement of the ministries; on the other 

hand, it reduces the dominance of MoF in decision making over the processes of the contracting 

system. 

Loose governance of the PSA contract system allows some important aspects, including parent 

ministry involvement, to be applied in varied and inconsistent ways. Whilst the contract system 

has mainly governed interactions between MoF and PSAs, there have been many involvements of 

technical principals in practice due to the low political autonomy of PSAs. In spite of the 

involvement of parent ministries in regulation and practice, the involvement of the agency in the 

early stages of the contracting process was, in practice, pushed by the principals onto lower levels. 

This absence of optimal agency involvement could to some extent prevent PSAs from optimal goal 

attainment. Given this, the refinement of contract governance therefore needs to adopt 
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arrangements around role distribution among the principals, and trilateral interactions between the 

financial principal, the technical principal, and the PSAs. This arrangement would allow more 

uniform involvement and hence equalise pressures over the agencies within the same contracting 

stages. If such an arrangement were adopted, it could be expected that different agency-principal 

relationships would then have the same levels of hardness and trust in relation to the 

operationalisation of the performance contract. 

8.3.3. Relationship and Trust 

In relation to the conception of interorganisational trust underlying the investigation of the 

relational arrangement of a performance contract system, this thesis, through its explanation of 

dialogue and trust dynamics, unquestionably also makes a contribution to literature around 

interorganisational trust. In addition to this explanation, the framework used in this thesis, as 

illustrated in Figure 4.3, allows this thesis to explain through a more conceptualised and reciprocal 

approach how dialogue produces various levels of trust in different stages of performance 

contracting. Very similar to Isaac’s (2001) conception, dialogue in this study is seen as a container 

where the expectations of both principals and agencies, in terms of the other party’s commitment, 

can meet. Investigation into dialogue and trust dynamics in different contracting stages using this 

framework complements existing literature, which tends to view dialogue and trust from an overall 

perspective. Applying the framework to different contract stages allows this thesis to identify 

different features of dialogue and trust within a performance contracting system.  

The thesis finds that trust levels in the principal-agency relationship are not always as low as for 

NPM-based controls. Identification of trust in two different contract stages, planning and 

implementation, helped this thesis to find that the lower political autonomy of PSAs brings about 

ambiguity in terms of principal-agency trust levels. The awareness by both financial and technical 

principals of the view that agencies can be a vehicle to achieve principals’ performance goals has 

driven the planning stage to be mainly focused on principals’ expectations, leading to unequal 

dialogues where principals were very dominant. This typical relationship is identical with an NPM-

based relationship expectation, which is characterised by low trust (Coulson, 1998; Dunleavy and 

Hood, 1994; Van de Walle, 2011, 2017). Bringing the same view of agencies as vehicles for 
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achieving ministerial performance targets to the implementation stage, on the contrary, leads to 

equal dialogues and creates a supporting environment to assist agencies in achieving their targets, 

because their achievement could influence the relevant ministerial performance. 

Within the public sector, trust cannot be seen only from one direction—a principal to an agency—

as has been mostly identified by scholars in the existing literature (e.g. Coulson, 1998). Supporting 

the vein of thinking that dialogue and trust can drive organisations to achieve optimal performance 

(Bjørnholt and Salomonsen, 2015; Van Thiel et al., 2012), this thesis provides empirical evidence 

that reciprocal trust between principals and agencies can drive principal-agency relationships to 

meet prerequisite conditions, and achieve equal dialogues and higher levels of trust, leading to 

optimum performance achievement.  

Inter-principal conflicts experienced at the implementation stage, as described in Chapter 7, could 

be caused by different expectations about the levels to which each party can be involved. Giving 

guidance on the way each party should be involved in the contracting processes, especially at the 

planning stage, would reduce potential conflicts. Through this kind of guidance, each party would 

be able to anticipate at what level they and their counterparts would be involved. Similar to 

invitations for agency involvement, such guidance would need to appropriately acknowledge the 

structural positions of parent ministries over their agencies by formally inviting ministerial 

involvement in system implementation.  

As explained in Chapter 6 and Chapter 7, the planning stage is a forum where agencies and 

principals come together to discuss performance indicators and targets for the agencies. It has been 

suggested that the planning stage is particularly crucial in developing the commitment of agencies 

to attain performance goals (e.g. Bjørnholt and Salomonsen, 2015). Commitments to attaining 

goals, as found in earlier studies, can be met when both interacting actors demonstrate their 

accommodation of the interests and concerns of their counterparts. The analysis in Chapter 6 and 

Chapter 7 showed that the dominant role of principals in PSA performance contracts leads, to some 

extent, to the abandonment of the agencies’ interests and concerns. This, in turn, results in hard 

pressures on agencies, and lowers their levels of trust. To address this, the principals may, on the 

one hand, increase their accommodation of the agencies’ concerns by acknowledging the agencies’ 
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uniqueness and taking into account obstacles and challenges in bargaining their performance 

indicators and targets. On the other hand, the principals may lessen the pressure their own interests 

and concerns place on agencies by eliminating political considerations in targeting performance. 

To attract commitment and achieve goal attainment, this thesis also suggests the involvement of 

agencies from the early stage of the contracting processes. This early involvement would allow 

matched expectations between agencies and principals, especially in the planning stage, and hence 

may produce more equal dialogue and higher trust levels. 

The political autonomy construction of PSAs brings two contradictory directions to the 

performance contracting relational arrangement. This can be seen from the dynamics of dialogue 

and trust between principals and agencies. Low-level political autonomy brings unequal dialogue 

or bargaining positions between agencies and principals, which can lead to lower trust levels. 

However, it also brings an alignment of performance goals between agencies and principals. An 

awareness develops that the achievement of agency performance will directly contribute to the 

achievement of the principal’s performance. In the implementation stage, this circumstance helps 

achieve supportive agency-principal relationships. Agencies find that these matched expectations 

can bring equality in dialogue between agencies and principals, as their need for each other’s 

contribution is more obvious. This then results in higher levels of trust. 

8.4. Implications 
This section discusses the implications of this thesis for theory and practice. 

8.4.1. Theoretical Implications 
This thesis has three major theoretical implications. While the first two are contributions to the 

agencification literature, as anticipated from the early stages of the study, the third one relates to 

interorganisational trust in the public sector.  

Agencification in Indonesia is unique due to the socio-political and administrative conditions that 

have surrounded its implementation; it has included the proliferation of NMAs, NSAs, and PSAs. 

The movement has been conducted through a rather scattered approach, with a lack of nationwide 
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leadership or design. Indonesian PSAs have maintained lower political autonomy while having 

higher managerial autonomy, and this has been characterised by overloaded accountability. This 

thesis shows the importance of categorising agencies based on different aspects of autonomy which 

join together in the same direction to create not merely a continuum from low to high autonomy 

levels, but rather combine aspects which go either in the same or different directions in terms of 

levels. Sustained by allowing for different directions of political and managerial autonomy, this 

thesis results in a new categorisation of Indonesian public agencies which helps to identify their 

expected accountability. 

The embracing of NPM by public servants in the PSA performance contracting system has brought 

it closer to NPM-based control characteristics. However, the role of MoF as a second (financial) 

principal indicates that the managerial autonomy of PSAs makes room for the involvement of an 

authority which has a structural and official position that is unrelated to the agencies, other than 

through its relationship with the technical ministries. This could exceed the traditional authority 

boundary and may prevent the original principal from optimal involvement in contracting 

processes.  

This study has conceptualised dialogue as a container where expectations of both principals and 

agencies, in terms of the other party’s commitment, can meet. This can bring trust within the public 

sector that is obtained from more than one direction. In the context of low political autonomy, 

reciprocal trust is able to drive principal-agency relationships to equal dialogues and higher levels 

of trust that can lead to optimum performance achievement. This thesis also finds that low political 

autonomy levels may also be associated with unequal dialogues, in circumstances where the two 

principals are very dominant in the agency target formulation. 

8.4.2. Practical and Policy Implications 
The implications of this thesis for practice and policy fall into three major areas. In relation to 

managing semi-autonomous agencies in Indonesia, the recent experience of agency rationalisation 

has revealed the need for authority to control and create public sector agencies, especially NSAs, 

with the appropriate balance of autonomy and control. This thesis provides a preliminary 

comprehensive look at the autonomy-control balance—either accountability overload or 
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accountability deficiency—as experienced by Indonesian agencies, and provides considerable 

feedback that could be used to refine the accountability settings. 

In the institution of performance contracting, loose governance of the PSA contract system has 

allowed dilemmatic conditions to develop, where the involvement of parent ministries has been 

crucial, but has been marginalised in regulations. Looking at this circumstance, the refinement of 

contract governance therefore needs to adopt arrangements around role distributions among the 

principals, and trilateral interactions between the financial principal, the technical principal, and 

the PSAs.  

In practice, the relationships between agencies and principals, the hard pressures on agencies, and 

lower levels of both inter-principal and principal-agency trust, as found in this thesis, may prevent 

agencies from attaining performance goals. Optimum goal attainment may be achieved by 

accommodation of agencies’ uniqueness and the elimination of political interests in performance 

bargaining.  

8.5. Limitations and Future Research 
Despite this study’s contributions and implications, two limitations can be identified to provide 

guidance towards future research. As explained in Chapter 4, although this thesis maintained a 

purposive strategy for participant selection, this resulted in the inclusion of participants who came 

from three groups of public services: tertiary education, hospitals, and other services. While this 

strategy resulted in comprehensive findings around the studied issues, employing this strategy has, 

to some extent, prevented this thesis from understanding the specific contexts of the public service 

groups. Future research is therefore expected to focus on each public service group. Such research 

would contribute to policy recommendations on sectoral fields of public service. In industries 

where private sector and public sector agencies are in full competition, such as health and tertiary 

education, these kinds of recommendations would help the government both as the sector 

regulator, to develop fair competition among the players, and as the public agency regulator and 

supervisor, to develop good governance.  
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The first case study in this thesis was designed to rely on qualitative secondary data, mainly 

consisting of the related regulations. The absence of the views of social actors in interpreting the 

contexts could, to some extent, be another call for further research. Analyses could be conducted, 

for example, on the construction and observation of the social actors around agency autonomy 

through surveys or interviews. Furthermore, such investigations could be focused on single types 

of agencies. These types of investigation could therefore be expected to produce further findings 

on the practical perspectives of not only overall agencification in Indonesia, but also various 

practices of agencification from different agency types.  

Another direction guiding future research would be to explore the comparability of this study with 

different agencification practices in different social and political settings, especially in terms of 

exploring the connectivity between autonomy and control design and the role of this design in 

fulfilling expectations. Applying the thesis framework in different contexts would help scholars 

who are interested in conducting similar studies in different socio-political settings to understand 

the researched phenomenon and its comparability with other practices. Such research would also 

test the framework in terms of its ability to provide a picture of corresponding autonomy and 

control in the contexts of different researched countries.  

Lastly, the framework used in this and other autonomy-control balance studies, with a strict 

division of autonomy and control definitions, could be enriched by building research frameworks 

for both autonomy and control as independent variables or as interconnected variables. Such 

studies would help agencification students to understand various autonomy constructions which 

exist in specific social and political contexts and how they correspond with control arrangements. 

This thesis also encourages studies of autonomy and control from different perspectives of the 

control-focused agency elements from which they can be constituted, such as structural control, 

financial control (Veschuere, 2007), external control (Wynen and Verhoest, 2016), and political 

control (Kim and Cho, 2005).  



 
References  205 
 

References 

Abrar, T. (2020). Top! Selama Jadi RI1, Jokowi Bubarkan 53 Lembaga Negara, viewed on 13 
December 2020. https://www.cnbcindonesia.com/news/20201129145125-4-205505/top-
selama-jadi-ri1-jokowi-bubarkan-53-lembaga-negara. 

Almqvist, R. (2001). Management by contracts: A study of programmatic and technological 
aspects, Public Administration, 97(3): 689-706 

Asshiddiqie, J. (2003). Struktur ketatanegaraan indonesia setelah perubahan keempat UUD tahun 
1945. Seminar on ‘Pembangunan Hukum Nasional VIII’, Denpasar, 14-18 Juli 2003. 

Asshiddiqie, J. (2006). Perkembangan dan konsolidasi lembaga negara pasca reformasi (2nd Ed.). 
Jakarta: Sekretaris Jenderal dan Kepaniteraan Mahkamah Konstitusi.             

Aulich, C. and Wettenhall, R. (2012). ‘Australia’. In Verhoest, K., Thiel, S., Bouckaert, G., 
Lægreid, P., & Van Thiel, S. Government agencies: Practices and lessons from 30 countries 
(pp.29-39). UK: Palgrave Macmillan.  

Aulich, C., Batainah, H., Wettenhall, R. (2010). Autonomy and control in Australian agencies: 
Data and preliminary findings from a cross‐national empirical study. Australian Journal of 
Public Administration, 69(2), 214–228. https://doi.org/10.1111/j.1467-8500.2010.00679.x 

Ayu, M. (2009). Kedudukan komisi independen sebagai state auxiliary institutions dan 
relevansinya dalam struktur ketatanegaraan Indonesia. Jurnal Konstitusi PSKN - FH 
Universitas Padjajaran, 1(1), 53-72, http://pskn.fh.unpad.ac.id/wp-
content/uploads/2019/01/jurnal_konstitusi-PSKN-FH-Unpad-Vol.-1-No.-1.pdf#page=53. 

Bach. (2018). Administrative Autonomy of Public Organizations. In Global Encyclopedia of 
Public Administration, Public Policy, and Governance (pp. 171–179). Springer International 
Publishing. https://doi.org/10.1007/978-3-319-20928-9_143 

Bach, T., & Jann, W. (2010). Animals in the administrative zoo: Organizational change and agency 
autonomy in Germany. International Review of Administrative Sciences, 76(3), 443–468. 
https://doi.org/10.1177/0020852310372448. 

Bachmann, R., & Inkpen, A. (2011). Understanding institutional-based trust building processes in 
inter-organizational relationships. Organization Studies, 32(2), 281–301. 
https://doi.org/10.1177/0170840610397477.  

Bachmann, R., Gillespie, N., & Priem, R. (2015). Repairing trust in organizations and institutions: 
Toward a conceptual framework. Organization Studies, 36(9), 1123–1142. 
https://doi.org/10.1177/0170840615599334  



 
References  206 
 

Behn, R. (2003). Why measure performance? Different purposes require different measures. 
Public Administration Review, 63(5), 586–606. https://doi.org/10.1111/1540-6210.00322.  

Benbasat, I., Goldstein, D.K., & Mead, M. (1987). The case research strategy in studies of 
information systems. MIS Quarterly. 11(3). 369-386. 

Binderkrantz, A.,  Holm, M., & Korsager, K. (2011) Performance contracts and goal attainment 
in government agencies, International Public Management Journal, 14:4, 445-463, 
https://doi.org/10.1080/10967494.2011.657116.  

Binderkrantz, A., & Christensen, J. (2009a). Governing Danish agencies by contract: From 
negotiated freedom to the shadow of hierarchy. Journal of Public Policy, 29(1), 55–78. 
https://doi.org/10.1017/S0143814X09000968.  

Binderkrantz, A., & Christensen, J. (2009b). Delegation without agency loss? The use of 
performance contracts in Danish central government. Governance (Oxford), 22(2), 263–293. 
https://doi:10.1111/j.1468-0491.2009.01435.x.  

Birch, A. (1975). Economic models in political science: the case of “exit voice, and loyalty.” 
British Journal of Political Science, 5(1), 69–82. 
https://doi.org/10.1017/S0007123400008048.  

Bjørnholt, B., & Salomonsen, H. (2015). Contracting and performance in agencies: A question of 
control, dialogue or autonomy? Public Organization Review, 15(4), 509-530. 
https://doi:10.1007/s11115-014-0286-7.  

Boatright, J. (2000). Conflicts of Interest in Financial Services. Business and Society Review, 
105(2), 201–219. https://doi.org/10.1111/0045-3609.00078. 

Bohm, D. (1996). On dialogue. Routledge. 

Bouckaert, G. (2012). Trust and public administration. Administration, 60(1), 91-115. 

Bouckaert, G & Peters, G. (2004). ‘What is available and what is missing in the study of quangos?’ 
In Pollitt, C., & Talbot, C. (Eds.) Unbundled government: A critical analysis of the global 
trend to agencies, quangos and contractualisation (pp.22-50). Florence: Routledge. 

Bovens, M. (2014). ‘Public accountability’. In Bovens, M., Goodin, R., & Schillemans, T. (Eds.). 
The oxford handbook of public management (182-208), Oxford: Oxford University Press. 

Bowornwathana, B. (2004). ‘Putting the new public management to good use: Autonomous 
agencies in Thailand’. In Pollitt, C., & Talbot, C. (Eds.) Unbundled government: A critical 
analysis of the global trend to agencies, quangos and contractualisation (pp.247-263). 
Florence: Routledge. 



 
References  207 
 

Bowornwathana, B. (2013). Autonomisation of the Thai state: Some observations. Asia Pacific 
Journal of Public Administration, 35(2), p.183–194. 
https://doi.org/10.1080/23276665.2013.10800989.  

Bowen, G. (2009). Document analysis as a qualitative research method. Qualitative Research 
Journal, 9(2), 27–40. https://doi.org/10.3316/QRJ0902027. 

Boediono (2002) The international monetary fund support program in Indonesia: Comparing 
implementation under three presidents, Bulletin of Indonesian Economic Studies, 38:3, 385-
391. https://doi.org/10.1080/00074910215533. 

Brinkerhoff, D., Wetterberg, A. (2013). Performance-based public management reforms: 
experience and emerging lessons from service delivery improvement in Indonesia. 
International Review of Administrative Sciences, 79(3), p.433–457. 
https://doi:10.1177/0020852313491059.  

Brunjes, & Anguelov, L. (2021). Terminating Contracts for Convenience: Agency, Administrative 
Discretion, and Mutual Dependence. Academy of Management Proceedings, 2021(1), 11670–
. https://doi.org/10.5465/AMBPP.2021.11670abstract  

Bryman, A. (2016). Social research methods (5th ed.). Oxford University Press. 

Budiarso, A. (2014). Improving government performance in Indonesia : The experience of the 
balanced scorecard in the ministry of finance [unpublished Ph.D thesis], University of 
Canberra. https://doi.org/10.26191/v8s3-2f64 

Carnevale, D., & Wechsler, B. (1992). Trust in the public sector: Individual and organizational 
determinants. Administration & Society, 23(4), 471–494. 
https://doi.org/10.1177/009539979202300404. 

Caulfield, J. (2004). ‘New public management in a developing country: Creating executive 
agencies in Tanzania’. In Pollitt, C., & Talbot, C. (Eds.) Unbundled government: A critical 
analysis of the global trend to agencies, quangos and contractualisation (pp.229-246). 
Florence: Routledge. 

Chavez, C. (2008). Conceptualizing from the Inside: Advantages, Complications, and Demands 
on Insider Positionality. The Qualitative Report, 13(3), 474-494. Retrieved from 
http://nsuworks.nova.edu/tqr/vol13/iss3/9  

Choi, J. (2016). New public management or mismanagement? The case of public service agency 
of Indonesia. Journal of Government and Politics, 7(1), 104-127. 
https://doi.org:10.18196/jgp.2016.0024.  

Choudhury, E. (2008). Trust in administration: An integrative approach to optimal trust. 
Administration & Society, 40(6), 586-620. https://doi.org/10.1177/0095399708321681.  



 
References  208 
 

Christensen, J. (1999). Bureaucratic autonomy as a political asset. Paper presented at European 
Consortium for Political Research Workshop: Politicians, Bureaucrats, and Institutional 
Reform, Mannheim, Germany  

Christensen, J. (2001). ‘Bureaucratic autonomy as a political asset’. In Peters P., & Pierres J. (eds). 
Politicians, bureaucrats and administrative reform (pp.119-131), New York: Routledge 

Christensen, T., & Lægreid, P. (2001). New public management: The effects of contractualism 
and devolution on political control. Public Management Review, 3(1), 73–94. 
https://doi.org/10.1080/14616670010009469.  

Christensen, T., & Lægreid, P. (2004). Governmental autonomisation and control: The Norwegian 
way. Public Administration and Development, 24(2), 129-135. 
https://doi.org:10.1002/pad.318.  

Christensen, T., & Lægreid, P. (2015). Performance and accountability—a theoretical discussion 
and an empirical assessment. Public Organization Review, 15(2), 207–225. 
https://doi.org/10.1007/s11115-013-0267-2.  

Ciszek, E. (2020). “We are people, not transactions”: Trust as a precursor to dialogue with LGBTQ 
publics. Public Relations Review, 46(1), 101759–. 
https://doi.org/10.1016/j.pubrev.2019.02.003 

Coulson, A. (ed.), (1998). Trust and contracts: Relationships in local government, health and 
public services, Bristol: Policy Press - University of Bristol. 

Creswell, J. (2013). Qualitative inquiry and research design : Choosing among five approaches 
(3rd ed.). Thousand Oaks, CA: Sage Publications. 

Damhuri, T. (2011). The Performance of Newly Autonomous State Agencies in Indonesia: A Case 
Study on 12 Central Government Hospitals [unpublished MA Thesis]. The KDI School of 
Public Policy Management. 

Dan, S. (2014). The effects of agency reform in Europe: A review of the evidence. Public Policy 
and Administration, 29(3), 221–240. https://doi.org/10.1177/0952076713517412. 

Day, P., and Klein, R. (1987). Accountabilities: Five public services, London: Tavistick. 

de Gilder, D. (2003). Commitment, trust and work behaviour: The case of contingent workers. 
Personnel Review, 32(5), 588–604. https://doi.org/10.1108/00483480310488351. 

Dehoog, R. (1990). Competition, negotiation, or cooperation: Three models for service 
contracting. Administration & Society, 22(3), 317–340. 
https://doi.org/10.1177/009539979002200303. 

 

-



 
References  209 
 

Devas, N., Delay, S., & Hubbard, M. (2001). Revenue authorities: are they the right vehicle for 
improved tax administration? Public Administration and Development, 21(3), 211–222. 
https://doi.org/10.1002/pad.174. 

DGB. (2007.). Money follows function dalam penganggaran berbasis kinerja, viewed on 1 August 
2019. http://www.anggaran.kemenkeu.go.id/dja/edef-konten-view.asp?id=247.  

DGT (2014). Prosiding: Rapat koordinasi badan layanan umum tahun 2014. 

DGT (2015), Peraturan Direktur Jenderal Perbendaharaan 21/2015 on performance assessment 
guidelines of public service agencies of education service providers  

DGT (2016a), Peraturan Dirjen Perbendaharaan 35/2016 on performance assessment guidelines 
of public service agencies of other service providers  

DGT (2016b), Peraturan Direktur Jenderal Perbendaharaan nomor 36/2016 on performance 
assessment guidelines of public service agencies of health service providers. 

DGT (2017). DG Treausry regulation 5/2017 on the guidelines for the preparation of performance 
contracts and approval of performance achievements of public service agency heads. 

Djamhuri, A., Mahmudi (2006). New public management, accounting reform, and institutional 
perspective of public sector accounting in Indonesia, Jurnal Bisnis dan Akuntansi, 8(3), 301-
321. 

Domberger, S. (1998). The contracting organization: A strategic guide to outsourcing. Oxford: 
Oxford University Press. 

Drew, C. (2007). Beyond delegated authority: the counterpart Endangered Species Act 
consultation regulations. Environmental Law Reporter, 37(6), 10483–10514.  

Drewry, G., Greve, C., & Tanquerel, T. (eds). (2005). Contracts, performance measurements, and 
accountability in the public sector, Amsterdam: IOS Press. 

Dunleavy, P., & Hood, C. (1994). From old public administration to new public management. 
Public Money & Management, 14(3), 9–16. https://doi.org/10.1080/09540969409387823. 

Egeberg, M. & Trondal, J. (2009). Political Leadership and Bureaucratic Autonomy: Effects of 
Agencification. Governance (Oxford), 22(4), 673–688. https://doi.org/10.1111/j.1468-
0491.2009.01458.x 

Eisenhardt, K. (1989). Agency theory: An assessment and review. The Academy of Management 
Review, 14(1), 57-74. https://doi.org/10.2307/258191.   

Elston, T. (2013). Developments in UK executive agencies: Re-examining the “disaggregation–
reaggregation” thesis. Public Policy and Administration, 28(1), 66-89. 
https://doi.org/10.1177/0952076711432580.  



 
References  210 
 

Farrell, D. (1983). Exit, voice, loyalty, and neglect as responses to job dissatisfaction: A 
multidimensional scaling study. Academy of Management Journal, 26(4), 596–607. 
https://doi.org/10.5465/255909.  

Febrianto, F. (2018). Sri Mulyani soroti realisasi serapan anggaran kementan dan kemenhan, 
viewed on 12 August 2019. https://bisnis.tempo.co/read/1153097/sri-mulyani-soroti-
realisasi-serapan-anggaran-kementan-dan-kemenhan/full&view=ok.  

FMAPSA Directorate (n.d.). Statistik Badan Layanan Umum, viewed on 6 June 2019. 
http://blu.djpbn.kemenkeu.go.id/. 

Foldvary F.E. (2011) Political Autonomy. In: Chatterjee D.K. (eds) Encyclopedia of Global 
Justice. Springer, Dordrecht. https://doi.org/10.1007/978-1-4020-9160-5_350  

Fontin, Y (2000) ‘’Introduction’. In Fontin, Y., & van Hassel, H. (Eds.) Contracting in new public 
management: From economics to law and citizenship, Oxford: IOS Pres. 

Frazier, M., Johnson, P., & Fainshmidt, S. (2013). Development and validation of a propensity to 
trust scale. Journal of Trust Research, 3(2), 76–97. 
https://doi.org/10.1080/21515581.2013.820026.  

Gailmard, S. (2012). Accountability and principal-agent models’. In Bovens, M., Goodin, R., & 
Schillemans, T. (Eds.). The Oxford Handbook of Public Accountability (1st Ed.). Oxford 
University Press. 

Gains, F. (2004). ‘Adapting the agency concept variations within ‘Next Steps’. In Pollitt, C., & 
Talbot, C. (Eds). Unbundled Government: A critical analysis of the global trend to agencies 
quangos and contractualisation. London: Routledge  

Gaus, N. (2019). Is state control in higher education governance always bad?: New public 
management and the history of indonesian higher education reform policy. Asian Politics & 
Policy, 11(2), 294–313. https://doi.org/10.1111/aspp.12462. 

Gaus, N., Sultan, S., & Basri, M. (2017). State bureaucracy in Indonesia and its reforms: An 
overview. International Journal of Public Administration, 40(8), 658–669. 
https://doi.org/10.1080/01900692.2016.1186179. 

Gill, D. (2002). Signposting the zoo: From agencification to a more principled choice of 
government organisational forms. OECD Journal of Budgeting, 2(1), 31–89. 
https://doi:10.1787/budget-v2-art3-fr.  

Golob, U., Podnar, K. (2011). ‘Corporate social responsibility communication and dialogue’. In   
Ihlen, Ø., Bartlett, J., & May, S. The Handbook of Communication and Corporate Social 
Responsibility (pp. 231-251). Wiley-Blackwell.  



 
References  211 
 

Gofen, A. (2015). Citizens’ entrepreneurial role in public service provision. Public Management 
Review, 17(3), 404–424. https://doi.org/10.1080/14719037.2013.822533  

Government of Indonesia. (2009). Law number 1/2009 on Aviation 

Greene, M. J. (2014). On the Inside Looking In: Methodological Insights and Challenges in 
Conducting Qualitative Insider Research. The Qualitative Report, 19(29), 1-13. Retrieved 
from http://nsuworks.nova.edu/tqr/vol19/iss29/3 

The Qualitative Report, 19(29), 1-13. Retrieved from http://nsuworks.nova.edu/tqr/vol19/iss29/3 
Gregory, R. (2006). ‘Theoretical faith and practical works: De-autonomizing  and joining-up 
in the New Zealand state sector’. In Christensen, T., & Lægreid, P. (Eds.). Autonomy and 
regulation: Coping with agencies in the modern state, Cheltenham: Edward Elgar. 

Gregory, R. (2012;). ‘New Zealand’. In Verhoest, K., Thiel, S., Bouckaert, G., Lægreid, P., & Van 
Thiel, S. Government agencies: Practices and lessons from 30 countries (pp.51-56). UK: 
Palgrave Macmillan.  

Greve, C. (2000). Exploring contracts as reinvented institutions in the Danish public sector. Public 
Administration, 78(1), 153–164. https://doi.org/10.1111/1467-9299.00197.  

Greve C., & Ejersbo, N. (2002). Serial organizational monogamy: Building trust into contractual 
relationships. International Review of Public Administration, 7(1), 39-51. 
https://doi.org:10.1080/12294659.2002.10804991.  

Greve C., & Ejersbo, N. (2005). Contracts as reinvented Institutions in the public sector: A cross-
cultural comparison, London: Praeger Publisher. 

Greve, C., Flinders, M., and Van Thiel, S. (1999). Quangos—what’s in a name? Defining quangos 
from a comparative perspective. Governance (Oxford), 12(2), 129–146. 
https://doi.org/10.1111/0952-1895.951999095.  

Güemes, C., & Resina, J. (2019). “Come together?” Citizens and civil servants dialogue and trust. 
Australian Journal of Public Administration, 78(2), 155–171. https://doi.org/10.1111/1467-
8500.12377 

Gustavsen, B. (2015). Practical discourse and the notion of democratic dialogue. European 
Journal of Workplace Innovation, 1(1). 25-35. https://doi.org/10.46364/ejwi.v1i1.163.  

Haenlein, M., & Kaplan, A. (2012). The impact of unprofitable customer abandonment on current 
customers’ exit, voice, and loyalty intentions: an empirical analysis. Journal of Services 
Marketing, 26(6), 458–470. https://doi.org/10.1108/08876041211257936. 

Hammerschmid, G., Van de Walle, S., & Stimac, V. (2013). Internal and external use of 
performance information in public organizations: Results from an international survey. Public 
Money & Management, 33(4), 261–268. https://doi.org/10.1080/09540962.2013.799803.  



 
References  212 
 

Hansson, L., & Longva, F. (2014). Contracting accountability in network governance structures. 
Qualitative Research in Accounting & Management, 11(2), 92–110. 
https://doi.org/10.1108/QRAM-04-2014-0032.  

Haque, M. (2007). Theory and practice of public administration in Southeast Asia: Traditions, 
directions, and impacts. International Journal of Public Administration, 30(12-14), 1297–
1326. https://doi.org/10.1080/01900690701229434.   

Hardin, R. (1993). The street-level epistemology of trust. Politics & Society, 21(4), 505–529. 
https://doi.org/10.1177/0032329293021004006.  

Harun, H., An, Y., & Kahar, A. (2013). Implementation and challenges of introducing NPM and 
accrual accounting in Indonesian local government. Public Money & Management, 33(5), 
383–388. https://doi.org/10.1080/09540962.2013.817131. 

Head, N. (2012). Transforming conflict: trust, empathy, and dialogue. International Journal of 
Peace Studies, 17(2), 33–55. 

Hill, H. (1996). The Indonesian Economy Since 1966: Southeast Asia's Emerging Giant. 
Cambridge, UK/New York: Cambridge University Press. 

Hirschman, A. (1970). Exit, voice, and loyalty: responses to decline in firms, organizations, and 
states. Harvard: Univerity Press. 

Hoang, D. (2019). The central role of customer dialogue and trust in gaining bank loyalty: an 
extended SWICS model. International Journal of Bank Marketing, 37(3), 711–729. 
https://doi.org/10.1108/IJBM-03-2018-0069. 

Hoezen, M., Voordijk, H., & Dewulf, G. (2012). Contracting dynamics in the competitive dialogue 
procedure. Built Environment Project and Asset Management, 2(1), 6–24. 
https://doi.org/10.1108/20441241211235017.  

Hood, C. (1991). A public management for all seasons? Public Administration, 69(1), 3–19. 
https://doi.org/10.1111/j.1467-9299.1991.tb00779.x.  

Hood, C. (1995). The “new public management” in the 1980s: Variations on a theme. Accounting, 
Organizations and Society, 20(2), 93-109. https://doi.org:10.1016/0361-3682(93)E0001-W.  

Hofstede, G. (1991). Cultures and organizations: software of the mind. London: McGraw Hill. 

Hosmer, L. (1995). Trust: the connecting link between organizational theory and philosophical 
ethics. The Academy of Management Review, 20(2), 379–403. 
https://doi.org/10.2307/258851.  

 Hughes, O. (2017). Public management: 30 years on. The International Journal of Public Sector 
Management, 30(6-7), 547–554. https://doi.org/10.1108/IJPSM-06-2017-0174.  



 
References  213 
 

Hyndman, N., & Lapsley, I. (2016). New public management: The story continues. Financial 
Accountability & Management, 32(4), 385–408. https://doi.org/10.1111/faam.12100.  

Indrawati, N. (2010). Penyusunan anggaran dalam era new public management: implementasinya 
di Indonesia, Jurnal Riset Akuntansi dan Bisnis, 10(2), 176-193. 

Indrawati, S. (2002). Indonesian economic recovery process and the role of government. Journal 
of Asian Economics, 13(5), 577–596. https://doi.org/10.1016/S1049-0078(02)00176-8.   

Isaacs, W. (2001). Toward an action theory of dialogue. International Journal of Public 
Administration, 24(7-8), 709–748. https://doi.org/10.1081/PAD-100104771.  

James, O., Moseley, A., Petrovsky, N., & Boyne, G. (2012). ‘United Kingdom’. In Verhoest, K., 
Van Thiel, S., Bouckaert, G., & Lægreid, P. (Eds.). Government agencies: Practices and 
lessons from 30 countries, 57-68, London: Palgrave Macmillan. 

Jensen, M.C., Meckling, W.H. (1976). Theory of the firm: Managerial behavior, agency costs and 
ownership structure. Journal of Financial Economics, 3(4), 305–360. 

Kim, K. (2008) Agencification in Korea: Governance and performance [paper presentation]. The 
Study Group on Governance of Public Sector Organizations, European Group of Public 
Administration Conference 2008, Erasmus University Rotterdam in Netherlands, 
https://citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.484.8818&rep=rep1&type=pdf.  

Kim, N., & Cho, W. (2014). Agencification and performance: The impact of autonomy and result-
control on the performance of executive agencies in Korea. Public Performance & 
Management Review, 38(2), 214-233. doi:10.1080/15309576.2015.983826. 

Kim, S. (2005). The role of trust in the modern administrative state: An integrative model. 
Administration & Society, 37(5), 611–635. https://doi.org/10.1177/0095399705278596  

Kimura, E. (2011). Indonesia in 2010: A leading democracy disappoints on reform. Asian Survey, 
51(1), 186–195. https://doi.org/10.1525/as.2011.51.1.186. 

Kivistö, J. (2008). An assessment of agency theory as a framework for the government–university 
relationship, Journal of Higher Education Policy and Management, 30(4), 339-350, 
https://doi.org/10.1080/13600800802383018. 

Klijn, E., Edelenbos, J., & Steijn, B. (2010). Trust in governance networks: Its impacts on 
outcomes. Administration & Society, 42(2), 193–221. 
https://doi.org/10.1177/0095399710362716.  

Kollock. P. (1994). The emergence of exchange structures: An experimental study of uncertainty, 
commitment, and trust. American Journal of Sociology, 100(2), 313–345. 
https://doi.org/10.1086/230539. 



 
References  214 
 

Kompas (2013). Menpora segera restrukturisasi BOPI, retrieved 03/08/2019. 
https://bola.kompas.com/read/2013/02/02/04042768/menpora.segera.restrukturisasi.bopi. 

Kramer (1999). Trust and distrust in organizations: Emerging perspectives, enduring questions. 
Annual Review of Psychology, 50(1), 569–598. 
https://doi.org/10.1146/annurev.psych.50.1.569.  

Kristiansen, M. (2015). Management by objectives and results in the Nordic countries: Continuity 
and change, differences and similarities. Public Performance & Management Review, 38(3), 
542–569. https://doi.org/10.1080/15309576.2015.1006468.  

Kristiansen, M. (2017). Performance contracting: Understanding variation across agencies in 
Danish central government. The International Journal of Public Sector Management, 30(2), 
170–188. https://doi.org/10.1108/IJPSM-11-2015-0192.  

Lægreid, P., Roness, P., & Rolland, V. (2013). Agencification and corporatization in Norway 
1947–2011. International Journal of Public Administration, 36(9), 659–672. 
https://doi:10.1080/01900692.2013.791311.  

Lægreid, P., Roness, P., & Rubecksen, K. (2006). Performance management in practice: The 
Norwegian way. Financial Accountability & Management, 22(3), 251–270. 
https://doi.org:10.1111/j.0267-4424.2006.00402.x.  

Laihonen, H., & Mäntylä, S. (2017). Principles of performance dialogue in public administration. 
International Journal of Public Sector Management, 30(5), 414–428. 
https://doi.org/10.1108/IJPSM-09-2016-0149.  

Laking, R. (2006). Agencies: Their benefits and risks. OECD Journal on Budgeting, 4(4), 7–25. 
https://doi.org/10.1787/budget-v4-art19-en.  

Langfield-Smith, K. (1997). Management control systems and strategy: a critical review, 
Accounting, Organizations and Society, 22(2), 207-232. 

Levi, M. (1998). ‘A state of trust’. In Braithwaite, A. & Levi, M. (Eds.), Trust and governance 
(pp. 77-101). New York: Russell Sage.  

Lewicki, R., McAllister, D., & Bies, R. (1998). Trust and Distrust: New Relationships and 
Realities. The Academy of Management Review, 23(3), 438–458. 
https://doi.org/10.2307/259288. 

Lewicki, R., & Brinsfield, C. (2011). ‘Measuring trust beliefs and behaviors’. In Lyon, F., & 
Möllering, G. (2012). Handbook of research methods on trust (pp.29–39). Northampton: 
Edward Elgar. 

-



 
References  215 
 

Lewicki, R. & Bunker, B. (1996). ‘Developing and Maintaining Trust in Work Relationships’. In 
Kramer, R., & Tyler, T. (1995). Trust in organizations: Frontiers of theory and research. 
SAGE Publications. 

Liegl, B. (2001). ‘New public management from a theoretical and Austrian perspective’. In Peters, 
B., & Pierre, J. Politicians, bureaucrats and administrative reforms (pp.73-92). London: 
Routledge.  

Lewis, I. (2008). Trust and Dialogue in the Army Profession. 

Lewis, J., & Weigert, A. (1985). Trust as a Social Reality. Social Forces, 63(4), 967–985. 
https://doi.org/10.1093/sf/63.4.967.  

Lincoln, Y., Lynham, S., & Guba, E. (2011). Paradigmatic controversies, contradictions, and 
emerging confluences, revisited. In Denzin, N., & Lincoln, Y. The Sage handbook of 
qualitative research (4rd ed.). Thousand Oaks: Sage Publication.   

Lowndes, V., & Leach, S. (2004). Understanding Local Political Leadership: Constitutions, 
Contexts and Capabilities. Local Government Studies, 30(4), 557-575, 
https://doi.org/10.1080/0300393042000333863.  

Lukman, M. (2012). Badan Layanan Umum: Dari Birkorasi Menuju Korporasi. Jakarta : Bumi 
Aksara 

Lumineau, F. (2017). How Contracts Influence Trust and Distrust. Journal of Management, 43(5). 
https://doi.org/10.1177/0149206314556656 

Maggetti, M., & Verhoest, K. (2014). Unexplored aspects of bureaucratic autonomy: a state of the 
field and ways forward. International Review of Administrative Sciences, 80(2), 239–256. 
https://doi.org/10.1177/0020852314524680. 

Martin, J. (2001). ‘Contractualism in New Zealand’. In Fontin, Y., & Van Hassel, H (Eds), 
Contracting in new public management: From economics to law and citizenship (pp.67-79). 
Oxford: IOS.  

Mayer, R., Davis, J., & Schoorman, F. (1995). An integrative model of organizational trust. The 
Academy of Management Review, 20(3), 709–734. https://doi.org/10.2307/258792.  

McBurney, P., Hitchcock, D., & Parsons, S. (2007). The eightfold way of deliberation dialogue. 
International Journal of Intelligent Systems, 22(1), 95–132. 
https://doi.org/10.1002/int.20191.  

McDavitt, B., Bogart, L., Mutchler, M., Wagner, G., Green, J., Lawrence, S., Mutepfa, K., & 
Nogg, K. (2016). Dissemination as dialogue: Building trust and sharing research findings 
through community engagement. Preventing Chronic Disease, 13, E38–E38. 
https://doi.org/10.5888/pcd13.150473. 



 
References  216 
 

McEvily, B., & Tortoriello, M. (2011). Measuring trust in organisational research: Review and 
recommendations. Journal of Trust Research, 1(1), 23–63. 
https://doi.org/10.1080/21515581.2011.552424.  

McLeod, R. (2006). Private Sector Lessons for Public Sector Reform in Indonesia. Agenda 
(Canberra, Australia), 13(3), 275–288. https://doi.org/10.22459/AG.13.03.2006.09. 

Meliala, A.C. (2016). Badan Pengawas RS Tidak Berfungsi, viewed on 15 August 2019. 
https://www.pikiran-rakyat.com/nasional/2016/07/16/badan-pengawas-rs-tidak-berfungsi-
374866.  

Mercer-Mapstone, L., Rifkin, W., Louis, W., & Moffat, K. (2018). Company-community dialogue 
builds relationships, fairness, and trust leading to social acceptance of Australian mining 
developments. Journal of Cleaner Production, 184, 671–677. 
https://doi.org/10.1016/j.jclepro.2018.02.291.  

Ministry of Apparatus and Bureaucracy Reform. (n.d.). Daftar Lembaga Non-Struktural, viewed 
on 13 May 2019, https://www.menpan.go.id/site/kelembagaan/lembaga-non-struktural-2. 

Ministry of Finance. (2015). President: Quicken Budget Relaisation! [Presiden: Percepat 
Penyerapan Anggaran!], retrieved 01/08/2019. 
https://www.kemenkeu.go.id/publikasi/berita/presiden-percepat-penyerapan-anggaran/.  

Ministry of Health. (2018). Data dan informasi profil kesehatan Indonesia tahun 2017, viewed on 
7 August 2019. http://www.pusdatin.kemkes.go.id/resources/download/pusdatin/profil-
kesehatan-indonesia/Data-dan-Informasi_Profil-Kesehatan-Indonesia-2017.pdf.  

Ministry of Research Technology and Higher Education (2017). Ministerial regulation number 
19/2017 on The appointment and the dismissal of state university leaders. 

Ministry of Research Technology and Higher Education. (2019). Menristekdikti Apresiasi Capaian 
Program dan Realisasi Anggaran PTN dan LLDIKTI Triwulan II, viewed on 12 August 2019. 
https://www.ristekdikti.go.id/kabar/menristekdikti-apresiasi-capaian-program-dan-realisasi-
anggaran-ptn-dan-lldikti-triwulan-ii/#UhHTgdUHbRaDmMtf.99. 

Ministry of Research Technology and Higher Education (2019), Grafik Jumlah Perguruan Tinggi.  
viewed on 7 August 2019, https://forlap.ristekdikti.go.id/perguruantinggi/homegraphpt,  

Ministry of State Secretary. (2020). Pertimbangan Efektivitas dan Efisiensi, Pemerintah Bubarkan 
10 Lembaga Nonstruktural, viewed 19 December 2020. https://setkab.go.id/pertimbangan-
efektivitas-dan-efisiensi-pemerintah-bubarkan-10-lembaga-nonstruktural/ 

The ministry of Youth and Sports. (2019). Menpora akan minta laporan BOPI terkait persiapan 
kick off Liga I yang bergulir 15 Mei, viewd on 3 August 2019 
http://www.kemenpora.go.id/index/preview/berita/13430. 



 
References  217 
 

Mir, M. & Sutiyono, W. (2013). Public sector financial management reform: A case study of local 
government agencies in Indonesia, Australasian Accounting Business and Finance Journal, 
7(4), 98-117. 

Möllering, G. (2001). The nature of trust: from Georg Simmel to a theory of expectation, 
interpretation and suspension. Sociology, 35(2), 403–420. 
https://doi.org/10.1017/S0038038501000190. 

Mongkol, K. (2007). Implementing new public management in a developing country: The case of 
Thailand. [unpublished Ph.D thesis], University of Canberra. 

Morse, J. (2010). Simultaneous and Sequential Qualitative Mixed Method Designs. Qualitative 
Inquiry, 16(6), 483–491. https://doi.org/10.1177/1077800410364741. 

Moynihan, D. (2008), The Dynamics of performance management: Constructing information and 
reform, Washington DC: Georgetown University Press. 

Moynihan, D. (2005). Goal-Based Learning and the future of performance management. Public 
Administration Review, 65(2), 203–216. https://doi.org/10.1111/j.1540-6210.2005.00445.x. 

Mulgan, R. (2000). “Accountability”: An ever‐expanding concept? Public Administration, 78(3), 
555–573. https://doi.org/10.1111/1467-9299.00218. 

Obong’o, S.O. (2009), Implementation of performance contracting in Kenya, International Public 
Management Review, 10(2), 66-84. 

O’Donnell, M., & Turner, M. (2005). Exporting New Public Management: Performance 
Agreements in a Pacific Microstate. International Journal of Public Sector Management, 
18(6-7), 615–628.  

Offe, K. (1999) ‘How can we trust our fellow citizens?’ In Warren, M. (Ed.) Democracy and trust 
(pp.42–87). Cambridge: Cambridge University Press. 

Oomsels, P., & Bouckaert, G. (2014). Studying interorganizational trust in public administration: 
a conceptual and analytical framework for “administrational trust.” Public Performance & 
Management Review, 37(4), 577–604. https://doi.org/10.2753/PMR1530-9576370403.  

Onwuegbuzie, A., & Leech, N. (2005). The role of sampling in qualitative research. Academic 
Exchange Quarterly, 9(3), 280-284.  

Onwuegbuzie, A., & Leech, N. (2007) Sampling design in qualitative research: Making the 
sampling process more public. The Qualitative Report, 12 (2) 238-254. 
https://doi.org/10.46743/2160-3715/2007.1636.  

Osborne, D., & Gaebler, T. (1992). Reinventing government : how the entrepreneurial spirit is 
transforming the public sector. Addison-Wesley Pub. Co. 



 
References  218 
 

Overman, S., van Thiel, S. (2015). Agencification and public sector performance: A systematic 
comparison in 20 countries. Public Management Review, 18(4), 611–635. 
https://doi.org/10.1080/14719037.2015.1028973. 

Palazzo, G., & Rethel, L. (2008). Conflicts of interest in financial intermediation. Journal of 
Business Ethics, 81(1), 193–207. https://doi.org/10.1007/s10551-007-9488-z. 

Patton, E., & Appelbaum, S. (2003). The case for case studies in management research. 
Management Research News, 26(5), 60–71. https://doi.org/10.1108/01409170310783484. 

Peters, G. (2001). Contracts as a tool for public management: A strange absence in North America. 
In Fontin, Y. & Van Hassel, H (eds), Contracting in new public management: From 
economics to law and citizenship (pp.33-48), Amsterdam: IOS. 

Pollitt, C. (2016). Managerialism redux? Financial Accountability & Management, 32(4), 429-
447. 

Pollitt, C., Bathgate, K., Caulfield, J., Smullen, A., & Talbot, C. (2001). Agency fever? Analysis 
of an international policy fashion. Journal of Comparative Policy Analysis: Research and 
Practice, 3(3). doi:10.1080/13876980108412663 

Pollitt, C., & Bouckaert, G. (2011). Public management reform: A comparative analysis: New 
public management, governance, and the neo-Weberian state (3rd ed.). New York: Oxford 
University Press. 

Pollitt, C., & Talbot, C. (Eds). (2004). Unbundled government: A critical analysis of the global 
trend to agencies, quangos and contractualisation. New York: Routledge. 

Pollitt, C., 2006. Performance management in practice: a comparative study of executive agencies. 
Journal of Public Administration Research and Theory 16 (1), 25–44. 

Pollitt, C., Caulfield, J., Smullen, A., Talbot, C. (2004). Agencies: How governments do things 
through semi-autonomous organizations. London: Palgrave Macmillan.  

Prahananda, R. (2019). [Badan Pengawas Rumah Sakit Kurang Maksimal], viewed on 15 August 
2019, https://indopos.co.id/read/2018/01/27/125302/badan-pengawas-rumah-sakit-kurang-
maksimal/ 

Prasojo, E., & Holidin, D. (2018). Leadership and public sector reform in Indonesia. In Leadership 
and Public Sector Reform in Asia (Vol. 30, pp.53–83). Emerald Publishing Limited. 
https://doi.org/10.1108/S2053-769720180000030003.  

Presidential Staff Office (2016), BLU Harus Mau Berbenah dan Berubah, viewed on 15 December 
2017. http://presidenri.go.id/berita-aktual/blu-harus-mau-berbenah-dan-berubah.html. 



 
References  219 
 

Public Administration Institute (2013). Kajian Desain Kelembagaan Pemerintah Pusat, viewed on 
23 July 2018, http://ppid.lan.go.id/wp-content/uploads/2014/10/Kajian-Desain-
Kelembagaan.pdf. 

Public Administration Institute. (2015). Sejarah LAN, viewed on 18 April 2019. 
lan.go.id/id/profil/tentang-lan,  

Putra, D. & Apriansyah, S. (2019). Memahami badan layanan umum sebagai ujung tombak 
pemerintah dalam pelayanan publik, viewed on 27 June 2020, 
http://blu.djpbn.kemenkeu.go.id/index.php?r=publication/article/view&id=17#:~:text=Sejak
%20ditetapkannya%20Undang%2DUndang%20No,dan%20BLU%20Barang%20Jenis%20l
ainnya. 

Raaphorst, N., & Van de Walle, S. (2018). Trust in and by the public sector. In: Searle, R., 
Nienaber, A., & Sikin, S. (Eds), Routledge Companion to Trust (pp.469-482). London: 
Routledge. 

Reed, C. (1998). Dialogue Frames in Agent Communication. Multi Agent Systems, 1998. 
Proceedings. International Conference on (pp.246-253). IEEE Publishing. 
https://doi.org/10.1109/ICMAS.1998.699056. 

Richard, M. (2018). Penyerapan anggaran: Menkeu tak bosan ingatkan K/L. 
https://ekonomi.bisnis.com/read/20180205/9/734825/penyerapan-anggaran-menkeu-tak-
bosan-ingatkan-kl-, viewed on 12 August 2019. 

Roberts, N.C.  Keeping public officials accountable through dialogue: Resolving the 
accountability paradox. (2002). Public Administration Review, 62(6). 
https://doi.org/10.1111/1540-6210.00248. 

Rokkan, S. (1974). Entries, voices, exits : Towards a possible generalization of the Hirschman 
model. Social Science Information, 13(1), 39–53. 
https://doi.org/10.1177/053901847401300103. 

Rommel, J. & Christiaens, J. (2009). Steering from ministries and departments: Coping strategies 
of agencies in Flanders. Public Management Review, 11(1), 79-100.  

Romzek, B. (2000). Dynamics of Public Sector Accountability in an Era of Reform. International 
Review of Administrative Sciences, 66(1), 21–44. 
https://doi.org/10.1177/0020852300661004. 

Ross, L. (2017). An account from the inside: Examining the emotional impact of qualitative 
research through the lens of “insider” research. Qualitative Psychology, 4(3), 326–337. 
http://dx.doi.org/10.1037/qup0000064. 

Rousseau, D., Sitkin, S., Burt, R., & Camerer, C. (1998). Not so different after all: A cross-
discipline view of trust. Academy of Management Journal Review, 23(3), 393-404. 



 
References  220 
 

Rus, A., & Iglič, H. (2005). Trust, Governance and Performance: The Role of Institutional and 
Interpersonal Trust in SME Development. International Sociology, 20(3), 371–391. 
https://doi.org/10.1177/0268580905055481 

Rusbult, C., Farrell, D. Rogers, G., & Mainous, A. (1988). Impact of exchange variables on exit, 
voice, loyalty, and neglect: An integrative model of responses to declining job satisfaction. 
The Academy of Management Journal, 31(3), 599–627. https://doi.org/10.5465/256461. 

Rusbult, C., Zembrodt, I., & Gunn, L. (1982). Exit, voice, loyalty, and neglect: Responses to 
dissatisfaction in romantic involvements. Journal of Personality and Social Psychology, 
43(6), 1230–1242. https://doi.org/10.1037/0022-3514.43.6.1230.   

Schick, A. (2002). Agencies in search of principles. OECD Journal on Budgeting, 2(1), 7–26. 
https://doi.org/10.1787/budget-v2-art2-en. 

Schillemans, T., & Bovens, M. (2011). ‘The challenge of multiple accountability: Does 
redundancy lead to overload?’ In   Dubnick, M., & Frederickson, H. (Eds.). Accountable 
governance: problems and promises (pp.3-21). M.E. Sharpe. 

Seawright, J., & Gerring, J. (2008). Case selection techniques in case study research: A menu of 
qualitative and quantitative options. Political Research Quarterly, 61(2), 294–308. 
https://doi.org/10.1177/1065912907313077. 

Seifter, M. (2019). Understanding state agency independence. Michigan Law Review, 117(8), 
1537–1591. https://doi.org/10.2139/ssrn.3239628  

Senge, PM. (1994). The Fifth Discipline: The Art and Practice of the Learning Organization. New 
York: Currency Doubleday. 

Shapiro, S. (2005). Agency theory. Annual Review of Sociology, 31, 263-284, 
https://doi.org/10.1146/annurev.so.   

Sheehy, B. & Feaver, D. (2016). Re-Thinking Executive Control of and Accountability for the 
Agency, Osgoode Hall Law Journal, 54(1). 175-224.  

Shepherd, S. (2018). Managerialism: an ideal type. Studies in Higher Education, 43(9), 1668–
1678. https://doi.org/10.1080/03075079.2017.1281239.  

Shorter, J. (2000).  Inside dialogical realities: From an abstract‐systematic to a participatory‐
wholistic understanding of communication. The Southern Communication Journal. 65(2-3), 
119-132. https://doi.org/10.1080/10417940009373162. 

Simpson, B., Large, B., & O’Brien, M. (2004). Bridging difference through dialogue: a 
constructivist perspective. Journal of Constructivist Psychology, 17(1), 45–59. 
https://doi.org/10.1080/10720530490250697 



 
References  221 
 

Smith, E., Umans, T., & Thomasson, A. (2018). Stages of PPP and principal-agent conflicts: The 
Swedish water and sewerage sector. Public Performance & Management Review, 41(1), 100–
129. https://doi.org/10.1080/15309576.2017.1368399. 

Stake, R. (2006). Multiple case study analysis. New York: The Guilford Press. 

Stake, R. (1995). The art of case study research. Thousand Oaks, CA: Sage Publications. 

Steward, J and Zediker, K. (2000). Dialogue as tensional, ethical practice. The Southern 
Communication Journal, 65(2-3), 224-242. https://doi.org/10.1080/10417940009373169. 

Sulle, A. (2010). The application of new public management doctrines in the developing world: 
An exploratory study of the autonomy and control of executive agencies in Tanzania. Public 
Administration and Development, 30(5), 345–354. 

Sutheewasinnon, P., Hoque, Z., & Nyamori, R. (2016). Development of a performance 
management system in the Thailand public sector: Isomorphism and the role and strategies of 
institutional entrepreneurs. Critical Perspectives on Accounting, 40, 26–44. 
https://doi.org/10.1016/j.cpa.2015.06.002. 

Talbot, C. (2004) The agency idea: Sometimes old, sometimes new, sometimes borrowed, 
sometimes untrue. In Pollitt, C., & Talbot, C. (Eds.). Unbundled government: A critical 
analysis of the global trend to agencies, quangos and contractualisation (pp.3-21). Florence: 
Routledge.  

Talbot, C., Pollitt, C., Bathgate, K., Caulfield, J., Reily, A., Smullen, A. (2000) The idea of agency: 
Researching the agencification of the (public service) world, Paper for the American Political 
Studies Association Conference. Washington DC.  

Tavits, M., & Annus, T. (2006). Agencification in Estonia. Public Administration and 
Development, 26(1), 3–14. https://doi.org/10.1002/pad.371. 

Thee, K. (2010). Understanding Indonesia: The role of economic nationalism. Journal of 
Indonesian Social Sciences and Humanities, Vol.3, 55-79. 
http://jissh.journal.lipi.go.id/index.php/jissh/article/view/46  

The Parliament of the Republic of Indonesia (2013). Laporan singkat rapat dengar pendapat komisi 
ii DPR RI, viewed on 15 August 2019. 
http://www.dpr.go.id/dokakd/dokumen/K2_laporan_RDP_Komisi_II_DPR_RI_dgn_BPN_
RI.pdf. 

The Parliament of the Republic of Indonesia (2018a). Komisi iii minta mitra kerja perhatikan 
penyerapan anggaran tahun 2018, viewed on 2 August 2019, 
http://www.dpr.go.id/berita/detail/id/21971/t/Komisi+III+Minta+Mitra+Kerja+Perhatikan+
Penyerapan+Anggaran+Tahun+2018. 



 
References  222 
 

The Parliament of the Republic of Indonesia (2018b). Serapan anggaran bappenas baru capai 40,41 
persen, viewed on 15 August 2019. 
http://www.dpr.go.id/berita/detail/id/22185/t/Serapan+Anggaran+Bappenas+Baru+Capai+4
0%2C41+Persen. 

The Parliament of The Republic of Indonesia . (2019). The commission viii urges BPKH to 
reallocate budget, viewed on 27 July 2017, 
http://www.dpr.go.id/berita/detail/id/24131/t/Komisi+VIII+Desak+BPKH+Realokasikan+A
nggaran,  

The President of the Republic Indonesia. (2017). Apa Itu Money Follows Program?, viewed on 2 
August 2019. http://www.presidenri.go.id/artikel-terpilih/apa-itu-money-follows-
program.html. 

Thoha, M. (2008). Pelayanan publik Pemerintah Indonesia di Era Reformasi. Yogyakarta: Prenada 
Media Group. 

Trondal, J. (2014). Agencification.  Public Administration Review, 74(4), 545–549. 
https://doi.org/10.1111/puar.12252. 

Uttam, K., & Le Lann Roos, C. (2015). Competitive dialogue procedure for sustainable public 
procurement. Journal of Cleaner Production, 86, 403–416. 
https://doi.org/10.1016/j.jclepro.2014.08.031. 

Vakkuri, J. (2010). Struggling with ambiguity: public managers as users of npm‐oriented 
management instruments. Public Administration (London), 88(4), 999–1024. 
https://doi.org/10.1111/j.1467-9299.2010.01856.x 

Van de Walle, S. (2011). NPM: Restoring the public trust through creating distrust? In 
Christensen, P. & Laegreid, P. (Eds.), The Ashgate research companion to New Public 
Management (pp. 309–320). Farnham, UK: Ashgate. 

Van de Walle, S. (2017), Trust in public administration and public services in European 
Commission, Trust at risk: Implications for EU policies and institutions (pp.118-128). 
Brussels. 

Van Slyke, D. (2007). Agents or stewards: Using theory to understand the government-nonprofit 
social service contracting relationship. Journal of Public Administration Research and 
Theory, 17(2), 157–187. https://doi.org/10.1093/jopart/mul012. 

Van Thiel, S. (2011). Comparing agencification in Central Eastern European and Western 
European Countries: Fundamentally alike in unimportant respects? Transylvanian Review of 
Administrative Sciences, 7(SI), p.15–32.  



 
References  223 
 

Van Thiel, S. (2012;). ‘Comparing agencies across countrie’s. In Verhoest, K., Van Thiel, S., 
Bouckaert, G., & Lægreid, P. (Eds.). Government agencies: Practices and lessons from 30 
countries (pp18-28). London: Palgrave Macmillan.  

Van Thiel, S. (2016) ‘A principal-agent perspective’. In Van de Walle, and Groeneveld, S. (Eds.) 
Theory and Practice of Public Sector Reform (pp. 44–60.). London: Routledge. 

Van Thiel, S., Verhoest, K., Bouckaert, G., Laegreid, P. (2012). ‘Lessons and recommendations 
for the practice of agencification’. In Verhoest, K., Van Thiel, S., Bouckaert, G., & Lægreid, 
P. (Eds.). Government agencies: Practices and lessons from 30 countries (pp.413-440). 
London: Palgrave Macmillan.  

Van Thiel, S., & Yesilkagit, K. (2011). Good neighbours or distant friends?: Trust between Dutch 
ministries and their executive agencies. Public Management Review, 13(6). 
https://doi.org/10.1080/14719037.2010.539111. 

Verbeeten, F. (2008). Performance management practices in public sector organizations: Impact 
on performance. Accounting, Auditing & Accountability Journal, 21(3), 427. 
https://doi.org/10.1108/09513570810863996. 

Verbeeten, F., & Speklé, R. (2015). Management control, results-oriented culture and public sector 
performance: Empirical evidence on new public management. Organization Studies, 36(7), 
953-978. https://doi.org/10.1177/0170840615580014. 

Verhoest, K. (2005a). Effects of autonomy, performance contracting, and competition on the 
performance of a public agency: A case study. Policy Studies Journal, 33(2), 235-258. 
https://doi.org/10.1111/j.1541-0072.2005.00104.x. 

Verhoest, K. (2005b). The impact of contractualisation on control and accountability in 
government-agency relations: the case of Flanders (Belgium) in Drewry, G., Greve, C., 
Tanquerel, T. (2005), Contracts, performance measurements, and accountability in the public 
sector (pp.135-153). Amsterdam: IOS Press. 

Verhoest, K., Peters, B., Bouckaert, G., Verschuere, B., Peters, B., & Bouckaert, G. (2004). The 
study of organisational autonomy: A conceptual review. Public Administration and 
Development, 24(2), 101–118. https://doi.org/10.1002/pad.316 

Verhoest, K., Roness, P., Verschuere, B., Rubecksen, K., & MacCarthaigh, M. (2010). Autonomy 
and control of state agencies: Comparing states and agencies. London: Palgrave Macmillan 
UK. https://doi.org/10.1057/9780230277274.  

Verhoest, K., Van Thiel, S., Bouckaert, G., & Lægreid, P. (Eds.). (2012). Government agencies: 
Practices and lessons from 30 countries. London: Palgrave Macmillan. 
https://doi.org/10.1057/9780230359512. 



 
References  224 
 

Verschuere, B. (2007). The autonomy - control balance in Flemish arm's length public 
agencies. Public Management Review, 9(1), 107-133. 
https://doi.org/10.1080/14719030601181266. 

Voorn, B., van Genugten, M. and van Thiel, S. (2019). ‘Multiple principals, multiple problems: 
implications for effective governance and a research agenda for joint service delivery.’ Public 
Administration, 97(3), 671–685.  

Wahyuni, A. (2019, January). Pengelolaan badan layanan umum: 
perkembangan, capaian serta penguatan peraturan dan kelembagaan, slides presented at the 
Workshop of Financial Management of Public Service Agency: Opportunies and Challenges, 
Jakarta, Indonesia. 

Walton, D. (1992). Commitment, Types of Dialogue, and Fallacies. Informal Logic, 14(2). 93-
103. https://doi.org/10.22329/il.v14i2.2532. 

Walton, D., Krabbe, E. C. W. (1995). Commitment in Dialogue. Albany, State University of New 
York Press.  

Walton, Douglas N. and Macagno, F (2007). Types of dialogue, dialectical relevance, and textual 
congruity. Anthropology & Philosophy, 8(1-2), 101-121. 

Waluyo, B. (2018). Balancing financial autonomy and control in agencification: Issues emerging 
from the Indonesian higher education. The International Journal of Public Sector 
Management, 31(7), 794–810. https://doi.org/10.1108/IJPSM-10-2017-0272. 

Wardhana, A. (2004). ‘Economic reform in Indonesia: The transition from resource dependence 
to international competitiveness’. In Subiyantoro, H. & Riphat. S. (Eds), Kebijakan Fiskal: 
Pemikiran, Konsep, dan Implementasi. Jakarta: Kompas Gramedia. 

Wijaya, A. (2018). Perspective of new public management and governance toward local 
governments accountability in Indonesia. Advances in Economics, Business and Management 
Research, 93. Pp.48-52. 

Witt, M. (2011). Exit, voice, loyalty revisited: Contours and implications for public administration 
in dark times. Public Integrity, 13(3), 239–252. https://doi.org/10.2753/PIN1099-
9922130304. 

Wynen, J., & Verhoest, K. (2016). Internal performance-based steering in public sector 
organizations: examining the effect of organizational autonomy and external result control. 
Public Performance & Management Review, 39(3). doi:10.1080/15309576.2015.1137769. 

Yamagishi, T., Cook, K., & Watabe, M. (1998). Uncertainty, trust, and commitment formation in 
the United States and Japan. The American Journal of Sociology, 104(1), 165–194. 
https://doi.org/10.1086/210005  

-



 
References  225 
 

Yamamoto, K. (2006). Performance of semi‐autonomous public bodies: Linkage between 
autonomy and performance in Japanese agencies. Public Administration and Development, 
26(1), 35–44. https://doi.org/10.1002/pad.369. 

Yamamoto, K. (2008). Has agencification succeeded in public sector reform? Realities and 
rhetoric in the case of japan. Asian Journal of Political Science, 16(1), 24–40. 
https://doi.org/10.1080/02185370801962317. 

Yankelovich, D. 1999. The magic of dialogue: Turning conflict into cooperation, New York: 
Simon and Schuster. 

Yazan, B. (2015). Three approaches to Case Study Methods in Education: Yin, Miriam, and Stake. 
The Qualitative Report, 20(2), 134-152. Retrieved from 
http://nsuworks.nova.edu/tqr/vol20/iss2/12. 

Yesilkagit, K., & Christensen, J. G. (2010). Institutional Design and Formal Autonomy: Political 
versus Historical and Cultural Explanations. Journal of Public Administration Research and 
Theory, 20(1), 53–74.  

Yesilkagit, K. & Van Thiel, S. (2008). Political Influence and Bureaucratic Autonomy. Public 
Organization Review, 8(2), 137–153. 

Yin, R. (1981). The case study crisis: Some answers. Administrative Science Quarterly, 26(1), 58–
65. https://doi.org/10.2307/2392599. 

Yin, R. (2012). Applications of case study research (3rd ed.). Thousand Oaks, CA: Sage 
Publications.  

Yin, R. (2014). Case Study Research Design and Methods (5th ed.). Thousand Oaks, CA: Sage 
Publications. 

Zaheer, A., McEvily, B., & Perrone, V. (1998). Does Trust Matter? Exploring the Effects of 
Interorganizational and Interpersonal Trust on Performance. Organization Science, 9(2), 141–
159. https://doi.org/10.1287/orsc.9.2.141.  

Zoelva, H. (2010). Tinjauan konstitusional penataan lembaga non-struktural di Indonesia. 
Negarawan: Jurnal Sekretariat Negara RI. l1(8), 64-72.  

  



 
References  226 
 

 



 
Appendices  227 
 

Appendices 

  



 
Appendices  228 
 

 



 
Appendix 1  229 
 

Appendix 1 List of PSAs as of 2018 

No. Organisation Name Group of 
service 

Origanisational 
form of origin 

Differentiated 
remuneration 

system 
1 Pusat Pengembangan Sumber Daya Manusia 

Geologi, Mineral dan Batubara 
Training 
centre 

Ministerial 
department 

Yes  

2 Pusat Pengembangan Sumber Daya Manusia 
Ketenagalistrikan, Energi Baru, Terbarukan 
dan Konservasi Energi 

Training 
centre 
  

Ministerial 
department 

Yes  

3 Pusat Pengembangan Sumber Daya Manusia 
Minyak dan Gas Bumi 

Training 
centre 

Ministerial 
department 

Yes  

4 Balai Pendidikan dan Pelatihan Ilmu 
Pelayaran (BP2IP) Sorong 

Training 
centre 

Ministerial 
department 

No  

5 Balai Pendidikan dan Pelatihan Ilmu 
Pelayaran Barombong 

Training 
centre 

Ministerial 
department 

No  

6 Balai Pendidikan dan Pelatihan Ilmu 
Pelayaran Malahayati Aceh 

Training 
centre 

Ministerial 
department 

No  

7 Balai Pendidikan dan Pelatihan Ilmu 
Pelayaran Surabaya 

Training 
centre 

Ministerial 
department 

 

8 Balai Pendidikan dan Pelatihan Ilmu 
Pelayaran Tangerang 

Training 
centre 

Ministerial 
department 

No  

9 Balai Pendidikan dan Pelatihan Penerbang 
(BP3) Banyuwangi 

Training 
centre 

Ministerial 
department 

No  

10 Balai Pendidikan dan Pelatihan Penerbang 
(BP3) Curug 

Training 
centre 

Ministerial 
department 

No  

11 Balai Pendidikan dan Pelatihan Penerbang 
(BP3) Palembang 

Training 
centre 

Ministerial 
department 

No  

12 Balai Pendidikan dan Pelatihan Penerbangan 
(BP3) Jayapura 

Training 
centre 

Ministerial 
department 

No  

13 Balai Pendidikan dan Pelatihan Transportasi 
Darat (BP2TD) Bali 

Training 
centre 

Ministerial 
department 

No  

14 Balai Pendidikan dan Pelatihan Transportasi 
Darat (BPPTD) Tegal 

Training 
centre 

Ministerial 
department 

 

15 Balai Pendidikan dan Pelatihan Transportasi 
Laut (BP2TL) Jakarta 

Training 
centr 

Ministerial 
department 

No  

16 Balai Pendidikan dan Pendidikan 
Transportasi Darat (BP2TD) Palembang 

Training 
centre 

Ministerial 
department 

No  

17 Balai Besar Pendidikan Penyegaran dan 
Peningkatan Ilmu Pelayaran Jakarta 

Training 
centre 

Ministerial 
department 

Yes  

18 Akademi Kimia Analisis Bogor College Ministerial 
department 

No  
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19 Akademi Perkeretaapian Indonesia Madiun College Ministerial 
department 

No  

20 Akademi Teknik dan Keselamatan 
Penerbangan Makassar 

College Ministerial 
department 

No  

21 Akademi Teknik dan Keselamatan 
Penerbangan Medan 

College Ministerial 
department 

No  

22 Politeknik Energi dan Migas AKAMIGAS College Ministerial 
department 

Yes  

23 Politeknik Ilmu Pelayaran Makassar College Ministerial 
department 

Yes 

24 Politeknik Ilmu Pelayaran Semarang College Ministerial 
department 

Yes  

25 Politeknik Kesehatan Bandung College Ministerial 
department 

Yes  

26 Politeknik Kesehatan Bengkulu College Ministerial 
department 

Yes  

27 Politeknik Kesehatan Jakarta II College Ministerial 
department 

Yes  

28 Politeknik Kesehatan Jakarta III College Ministerial 
department 

Yes  

29 Politeknik Kesehatan Makassar College Ministerial 
department 

Yes  

30 Politeknik Kesehatan Malang College Ministerial 
department 

Yes  

31 Politeknik Kesehatan Medan College Ministerial 
department 

Yes  

32 Politeknik Kesehatan Pontianak College Ministerial 
department 

Yes  

33 Politeknik Kesehatan Semarang College Ministerial 
department 

Yes  

34 Politeknik Kesehatan Surabaya College Ministerial 
department 

Yes  

35 Politeknik Kesehatan Surakarta College Ministerial 
department 

Yes  

36 Politeknik Kesehatan Tanjungkarang College Ministerial 
department 

Yes  

37 Politeknik Kesehatan Yogyakarta College Ministerial 
department 

Yes  

38 Politeknik Keselamatan Transportasi Jalan 
Tegal 

College Ministerial 
department 

No  

39 Politeknik Manufaktur Negeri Bandung College Ministerial 
department 

No  

40 Politeknik Negeri Malang College Ministerial 
department 

Yes  
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41 Politeknik Pelayaran Surabaya College Ministerial 
department 

Yes  

42 Sekolah Tinggi Akuntansi Negara, 
Tangerang 

College Ministerial 
department 

No  

43 Sekolah Tinggi Ilmu Pelayaran College Ministerial 
department 

Yes  

44 Sekolah Tinggi Penerbangan Curug College Ministerial 
department 

Yes  

45 Sekolah Tinggi Transportasi Darat, Bekasi College Ministerial 
department 

No  

46 Akademi Teknik dan Keselamatan 
Penerbangan Surabaya 

College Ministerial 
department 

Yes  

47 Institut Agama Islam Negeri Ar-Raniry 
Darussalam 

University  Ministerial 
department 

Yes  

48 Institut Agama Islam Negeri Imam Bonjol 
Padang 

University  Ministerial 
department 

No  

49 Universitas Islam Negeri  Mataram University  Ministerial 
department 

No  

50 Universitas Islam Negeri Raden Fatah - 
Palembanng 

University  Ministerial 
department 

Yes  

51 Institut Agama Islam Negeri Raden Inten 
Lampung 

University  Ministerial 
department 

Yes  

52 Universitas Islam Negeri Sultan Maulana 
Hasanuddin -  Serang 

University  Ministerial 
department 

Yes  

53 Universitas Islam Negeri Sulthan Thaha 
Saifuddin - Jambi 

University  Ministerial 
department 

Yes  

54 Universitas Islam Negeri Sumatera Utara University  Ministerial 
department 

Yes  

56 Universitas Islam Negeri Walisongo - 
Semarang 

University  Ministerial 
department 

Yes  

57 Universitas Andalas, Padang University  Ministerial 
department 

Yes  

58 Universitas Bengkulu University  Ministerial 
department 

Yes  

59 Universitas Brawijaya University  Ministerial 
department 

Yes  

60 Universitas Pendidikan Ganesha University  Ministerial 
department 

yes 

61 Universitas Haluoleo University  Ministerial 
department 

Yes  

62 Universitas Islam Negeri Alauddin University  Ministerial 
department 

Yes  

63 Universitas Islam Negeri Maulana Malik 
Ibrahim Malang 

University  Ministerial 
department 

Yes  
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64 Universitas Islam Negeri Sultan Syarif 
Kasim - Pekanbaru 

University  Ministerial 
department 

yes 

65 Universitas Islam Negeri Sunan Gunung 
Djati – Bandung 

University  Ministerial 
department 

Yes  

66 Universitas Islam Negeri Sunan Kalijaga - 
Yogyakata 

University  Ministerial 
department 

Yes  

67 Universitas Islam Negeri Syarif 
Hidayatullah - Jakarta 

University  Ministerial 
department 

Yes  

68 Universitas Negeri Jambi University  Ministerial 
department 

No 

69 Universitas Jenderal Soedirman - 
Purwokweto 

University  Ministerial 
department 

Yes  

70 Universitas Lampung University  Ministerial 
department 

Yes  

71 Universitas Mataram University  Ministerial 
department 

Yes  

72 Universitas Mulawarman University  Ministerial 
department 

Yes  

73 Universitas Negeri Gorontalo University  Ministerial 
department 

Yes  

74 Universitas Negeri Jakarta University  Ministerial 
department 

Yes  

75 Universitas Negeri Malang University  Ministerial 
department 

Yes  

76 Universitas Negeri Medan University  Ministerial 
department 

No  

77 Universitas Negeri Padang University  Ministerial 
department 

Yes 

78 Universitas Negeri Semarang University  Ministerial 
department 

Yes  

79 Universitas Negeri Surabaya University  Ministerial 
department 

Yes  

80 Universitas Negeri Yogyakarta University  Ministerial 
department 

Yes  

81 Universitas Nusa Cendana, Kupang University  Ministerial 
department 

Yes  

82 Universitas Pattimura, Ambon  University  Ministerial 
department 

No 

83 Universitas Riau University  Ministerial 
department 

Yes  

84 Universitas Sam Ratulangi, Menado University  Ministerial 
department 

No  
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85 Universitas Sebelas Maret, Surakarta University  Ministerial 
department 

Yes  

86 Universitas Sriwijaya, Palembang University  Ministerial 
department 

Yes  

87 Universitas Sultan Ageng Tirtayasa, Serang University  Ministerial 
department 

Yes  

88 Universitas Syiah Kuala, Aceh University  Ministerial 
department 

No  

89 Universitas Tadulako University  Ministerial 
department 

Yes  

90 Universitas Tanjungpura, Pontianak University  Ministerial 
department 

No 

91 Universitas Terbuka, Jakarta University  Ministerial 
department 

Yes  

92 Universitas Udayana, Denpasar University  Ministerial 
department 

Yes  

93 Universitas Islam Negeri Sunan Ampel, 
Surabaya 

University  Ministerial 
department 

Yes  

94 Rumah Sakit Anak dan Bunda Harapan Kita General 
hospital 

Ministerial 
department 

Yes  

95 Rumah Sakit Dr. H. Marzoeki Mahdi, Bogor General 
hospital 

Ministerial 
department 

Yes 

96 Rumah Sakit Infeksi Prof Dr Sulianti 
Saroso, Jakarta 

General 
hospital 

Ministerial 
department 

Yes  

97 Rumah Sakit Jantung dan Pembuluh Darah 
Harapan Kita, Jakarta 

General 
hospital 

Ministerial 
department 

Yes 

98 Rumah Sakit Jiwa Dr Soerojo General 
hospital 

Ministerial 
department 

Yes 

99 Rumah Sakit Jiwa Dr.Radjiman 
Wediodiningrat 

General 
hospital 

Ministerial 
department 

Yes  

100 Rumah Sakit Jiwa Dr.Soeharto Heerdjan General 
hospital 

Ministerial 
department 

Yes 

101 Rumah Sakit Kanker Dharmais, Jakarta General 
hospital 

Ministerial 
department 

Yes 

102 Rumah Sakit Ketergantungan Obat, Jakarta General 
hospital 

Ministerial 
department 

Yes 

103 Rumah Sakit Kusta Dr. Rivai Abdullah General 
hospital 

Ministerial 
department 

Yes 

104 Rumah Sakit Kusta Dr. Tadjuddin Chalid General 
hospital 

Ministerial 
department 

Yes 

105 Rumah Sakit Kusta Sitanala, Tangerang General 
hospital 

Ministerial 
department 

Yes 
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106 Rumah Sakit Mata Cicendo, Bandung General 
hospital 

Ministerial 
department 

Yes 

107 Rumah Sakit Orthopedi Prof Dr R Soeharso, 
Surakarta 

General 
hospital 

Ministerial 
department 

Yes 

108 Rumah Sakit Paru Dr.Ario Wirawan General 
hospital 

Ministerial 
department 

Yes 

109 Rumah Sakit Paru Dr.Rotinsulu General 
hospital 

Ministerial 
department 

Yes 

110 Rumah Sakit Paru Goenawan Partowidigdo General 
hospital 

Ministerial 
department 

Yes 

111 Rumah Sakit Pusat Angkatan Darat Gatot 
Subroto, Jakarta 

General 
hospital 

Ministerial 
department 

No 

112 Rumah Sakit Pusat Otak Nasional,  Jakarta General 
hospital 

Ministerial 
department 

Yes 

113 Rumah Sakit Stroke Nasional Bukit Tinggi General 
hospital 

Ministerial 
department 

Yes 

114 Rumah Sakit Umum H. Adam Malik, 
Medan 

General 
hospital 

Ministerial 
department 

Yes 

115 Rumah Sakit Umum Pusat Dr. Cipto 
Mangunkusumo, Jakarta 

General 
hospital 

Ministerial 
department 

Yes 

116 Rumah Sakit Umum Pusat Dr. Hasan 
Sadikin, Bandung 

General 
hospital 

Ministerial 
department 

Yes 

117 Rumah Sakit Umum Pusat Dr. Kariadi, 
Semarang 

General 
hospital 

Ministerial 
department 

Yes  

118 Rumah Sakit Umum Pusat Dr.Moh.Hoesin, 
Palembang 

General 
hospital 

Ministerial 
department 

Yes  

119 Rumah Sakit Umum Pusat Dr.Sardjito, 
Yogyakarta 

General 
hospital 

Ministerial 
department 

Yes  

120 Rumah Sakit Umum Pusat Dr.Soeradji 
Tirtonegoro, Klaten 

General 
hospital 

Ministerial 
department 

Yes 

121 Rumah Sakit Umum Pusat Dr.Wahidin 
Sudirohusodo, Makassar 

General 
hospital 

Ministerial 
department 

Yes  

122 Rumah Sakit Umum Pusat Fatmawati, 
Jakarta 

General 
hospital 

Ministerial 
department 

Yes 

123 Rumah Sakit Umum Pusat Persahabatan, 
Jakarta 

General 
hospital 

Ministerial 
department 

Yes 

124 Rumah Sakit Umum Pusat Prof.Dr.R. 
Kandou, Manado 

General 
hospital 

Ministerial 
department 

Yes 

125 Rumah Sakit Umum Pusat RS Dr.M.Djamil, 
Padang 

General 
hospital 

Ministerial 
department 

Yes 
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126 Rumah Sakit Umum Pusat Sanglah, 
Denpasar 

General 
hospital 

Ministerial 
department 

Yes 

127 Rumah Sakit Bhayangkara Yogyakarta The police 
hospital 

Ministerial 
department 

No 

128 Rumah Sakit Bhayangkara Balikpapan The police 
hospital 

Ministerial 
department 

Yes  

129 Rumah Sakit Bhayangkara Bandung The police 
hospital 

Ministerial 
department 

No  

130 Rumah Sakit Bhayangkara Bondowoso The police 
hospital 

Ministerial 
department 

No 

131 Rumah Sakit Bhayangkara Brimob Kelapa 
Dua 

The police 
hospital 

Ministerial 
department 

No 

132 Rumah Sakit Bhayangkara Hasta Brata Batu The police 
hospital 

Ministerial 
department 

NO 

133 Rumah Sakit Bhayangkara Jambi The police 
hospital 

Ministerial 
department 

No  

134 Rumah Sakit Bhayangkara Kendari The police 
hospital 

Ministerial 
department 

No 

135 Rumah Sakit Bhayangkara Manado The police 
hospital 

Ministerial 
department 

No  

136 Rumah Sakit Bhayangkara Mataram The police 
hospital 

Ministerial 
department 

No  

137 Rumah Sakit Bhayangkara Medan The police 
hospital 

Ministerial 
department 

No  

138 Rumah Sakit Bhayangkara Padang The police 
hospital 

Ministerial 
department 

No 

139 Rumah Sakit Bhayangkara Palu The police 
hospital 

Ministerial 
department 

No  

140 Rumah Sakit Bhayangkara Pekanbaru The police 
hospital 

Ministerial 
department 

No 

141 Rumah Sakit Bhayangkara Pusdik Brimob 
Watukosek 

The police 
hospital 

Ministerial 
department 

No 

142 Rumah Sakit Bhayangkara Semarang The police 
hospital 

Ministerial 
department 

No  

143 Rumah Sakit Bhayangkara Sespimma 
Lemdiklat Polri 

The police 
hospital 

Ministerial 
department 

No 

144 Rumah Sakit Bhayangkara Setukpa The police 
hospital 

Ministerial 
department 

No  

145 Rumah Sakit Bhayangkara Tebing Tinggi The police 
hospital 

Ministerial 
department 

No  

146 Rumah Sakit Bhayangkara Raden Said 
Sukanto 

The police 
hospital 

Ministerial 
department 

Yes  
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147 Rumah Sakit Bhayangkara H.S. Samsoeri 
Mertojoso Surabaya 

The police 
hospital 

Ministerial 
department 

No  

148 Rumah Sakit Bhayangkara Mappa Oudang 
Makassar 

The police 
hospital 

Ministerial 
department 

Yes  

149 Rumah Sakit Bhayangkara Banjarmasin The police 
hospital 

Ministerial 
department 

No  

150 Rumah Sakit Bhayangkara Bengkulu The police 
hospital 

Ministerial 
department 

No  

151 Rumah Sakit Bhayangkara Kediri The police 
hospital 

Ministerial 
department 

Yes   

152 Rumah Sakit Bhayangkara Lumajang The police 
hospital 

Ministerial 
department 

No  

153 Rumah Sakit Bhayangkara Nganjuk The police 
hospital 

Ministerial 
department 

No  

154 Rumah Sakit Bhayangkara Palembang The police 
hospital 

Ministerial 
department 

No 

155 Rumah Sakit Bhayangkara Trijata Polda 
Bali 

The police 
hospital 

Ministerial 
department 

No 

156 Rumah Sakit Bhayangkara Tulungagung The police 
hospital 

Ministerial 
department 

No  

157 Rumah Sakit Bhayangkara Porong The police 
hospital 

Ministerial 
department 

No 

158 Rumah Sakit Bhayangkara Palangkaraya The police 
hospital 

Ministerial 
department 

No  

159 Rumah Sakit Bhayangkara Bojonegoro The police 
hospital 

Ministerial 
department 

No  

160 Rumah Sakit Bhayangkara Pontianak The police 
hospital 

Ministerial 
department 

No 

161 Rumah Sakit Bhayangkara Jayapura The police 
hospital 

Ministerial 
department 

No  

162 Rumah Sakit Bhayangkara Kupang The police 
hospital 

Ministerial 
department 

No  

163 Rumah Sakit Bhayagkara Indramayu The police 
hospital 

Ministerial 
department 

No 

164 Rumah Sakit TNI AD Pelamonia, Makassar The army 
hospital 

Ministerial 
department 

No 

165 Rumah Sakit TNI AD Ciremai, Cirebon The army 
hospital 

Ministerial 
department 

No 

166 Rumah Sakit TNI AD Dustira Cimahi The army 
hospital 

Ministerial 
department 

No 

167 Rumah Sakit TNI AD Putri Hijau, Medan The army 
hospital 

Ministerial 
department 

No 
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168 Rumah Sakit TNI AL Dr. Ramelan 
Surabaya 

The army 
hospital 

Ministerial 
department 

No 

169 Rumah Sakit TNI AU Dr. Hardjolukito, 
Yogyakarta 

The army 
hospital 

Ministerial 
department 

No 

170 Rumah Sakit TNI AD Dr. Soepraoen, 
Malang  

The army 
hospital  

Ministerial 
department 

No  

171 Balai Besar Kesehatan Paru Masyarakat 
Makassar 

Health clinic Ministerial 
department 

 

172 Balai Besar Kesehatan Paru Masyarakat 
Surakarta 

Health clinic Ministerial 
department 

Yes  

173 Balai Besar Laboratorium Kesehatan Jakarta Health clinic Ministerial 
department 

Yes  

174 Balai Besar Laboratorium Kesehatan 
Makassar 

Health clinic Ministerial 
department 

Yes   

175 Balai Besar Laboratorium Kesehatan 
Palembang 

Health clinic Ministerial 
department 

Yes  

176 Balai Besar Laboratorium Kesehatan 
Surabaya 

Health clinic Ministerial 
department 

 

177 Balai Kesehatan Mata Masyarakat Makassar Health clinic Ministerial 
department 

Yes  

178 Balai Kesehatan Paru Masyarakat Bandung Health clinic Ministerial 
department 

Yes  

179 Balai Kesehatan Penerbangan Health clinic Ministerial 
department 

Yes  

180 Lembaga Manajemen Aset Negara Fund 
management 

Ministerial 
department 

Yes  

181 Lembaga Pengelola Dana Bergulir Koperasi, 
Usaha Kecil dan Menengah 

Fund 
management 

Ministerial 
department 

Yes  

182 Lembaga Pengelola Dana dan Usaha 
Keolahragaan 

Fund 
management 

Ministerial 
department 

No  

183 Lembaga Pengelola Dana Pendidikan  
(Education Fund Management Agency) 

Fund 
management 

NSA Yes 

184 Lembaga Pengelola Modal Usaha Kelautan 
dan Perikanan 

Fund 
management 

NSA Yes  

185 Badan Pengelola Dana Perkebunan Kelapa Sawit 
(Palm Oil Fund Management Agency) 

Fund 
management 

NSA Yes  

186 Pusat Investasi Pemerintah Fund 
management 

NSA Yes  

187 Pusat Pembiayaan Pembangunan Hutan Fund 
management 

Ministerial 
department 

yes 

188 Pusat Pengelolaan Dana Pembiayaan 
Perumahan 

Fund 
management 

NSA Yes  
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189 Bidang Pendanaan Sekretariat Badan 
Pengatur Jalan Tol 

Fund 
management 

NSA 
subsidiary 

 

190 Pusat Pengelolaan Komplek Gelora Bung 
Karno 

Teritory 
management 

NSA Yes  

191 Pusat Pengelolaan Komplek Kemayoran Teritory 
management 

NSA Yes  

192 Badan Pengusahaan Kawasan Perdagangan 
Bebas dan Pelabuhan Bebas Batam 

Teritory 
management 

NSA Yes  

193 Badan Pengusahaan Perdagangan Bebas dan 
Pelabuhan Bebas Sabang 

Teritory 
management 

NSA Yes  

194 Bandar Udara A.S. Hanandjoeddin Tanjung 
Pandan 

Airport Ministerial 
department 

No  

195 Bandar Udara Djalaluddin Gorontalo Airport Ministerial 
department 

No  

196 Bandar Udara Juwata Tarakan Airport Ministerial 
department 

No  

197 Bandar Udara Kalimarau Tanjung Redeb Airport Ministerial 
department 

No  

198 Bandar Udara Mutiara SIS Al-Jufri Palu Airport Ministerial 
department 

No  

199 Bandar Udara Radin Inten II Lampung Airport Ministerial 
department 

No  

200 Bandar Udara Sentani Jayapura Airport Ministerial 
department 

No  

201 Bandara Udara Fatmawati Bengkulu Airport Ministerial 
department 

No  

202 Pusat Penelitian dan Pengembangan Geologi 
Kelautan 

Research & 
development 

Ministerial 
department 

No  

203 Pusat Penelitian Dan Pengembangan 
Teknologi Ketenagalistrikan, Energi Baru, 
Terbarukan, dan Konservasi Energi 

Research & 
development 

Ministerial 
department 

No  

204 Pusat Penelitian dan Pengembangan 
Teknologi Mineral dan Batubara 

Research & 
development 

Ministerial 
department 

No  

205 Pusat Penelitian dan Pengembangan 
Teknologi Minyak dan Gas Bumi 

Research & 
development 

Ministerial 
department 

Yes  

206 Pusat Pelayanan Teknologi Other 
Service  

NMA 
subsiadiary 

Yes  

207 Pusat Pemanfaatan Teknologi Dirgantara Other 
Service  

NMA 
subsiadiary 

 

208 Pusat Peragaan Ilmu Pengetahuan dan 
Teknologi 

Other 
Service  

Ministerial 
department 

Yes  
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209 Pusat Veterinaria Farma Surabaya Other 
Service  

Ministerial 
department 

No  

210 Balai Besar Bahan dan Barang Teknik Other 
Service  

Ministerial 
department 

Yes  

211 Balai Besar Industri Agro Other 
Service  

Ministerial 
department 

Yes 

212 Balai Besar Inseminasi Buatan Singosari Other 
Service  

Ministerial 
department 

Yes 

213 Balai Besar Kalibrasi Fasilitas Penerbangan Other 
Service  

Ministerial 
department 

No  

214 Balai Penyedia dan Pengelola Pembiayaan 
Telekomunikasi dan Informatika 

Other 
Service  

Ministerial 
department 

Yes  

215 Balai Riset dan Standardisasi Industri 
Bandar Lampung 

Other 
Service  

Ministerial 
department 

No   

216 Lembaga Layanan Pemasaran KUKM Other 
Service  

NSA Yes  

217 Balai Besar Teknologi Pencegahan 
Pencemaran Industri 

Other 
Service  

Ministerial 
department 

No  
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Appendix 2 List of NMAs as of 2018 

No Agencies 
Year of 

establish-
ment 

Legal Foundation 

1 Lembaga Administrasi Negara  
(Public Administration Institute) 

1957 • The Government Regulation number 30/1957 on the 
Public Administration Institute  

• The Presidential Decree number 20/1989 on the 
Public Administration Institute 

2 Arsip Nasional Republik Indonesia  
(the National Archive of Indonesia)  

1974 • The Law number 7/1971 on the principals of archive 
• The Presidential Decree number 26/1974 on the 

National Archive of Indonesia 
3 Badan Kepegawaian Negara  

(Public Employment Agency) 
1972 The Government Regulation number 32/1972 on the 

Public Employment Agency 
4 Perpustakaan Nasional Republik 

Indonesia  
(National Library of Indonesia) 

1989 The Presidential Decree number 11/1989 on the 
National Library 

5 Badan Perencanaan Pembangunan 
Nasional  
(National Development Planning 
Agency-NDPA) 

1963 • The Presidential Decree number 12/1963 on the 
Development Planning Agency  

• The Presidential Regulation number 20/2016 on the 
Development Planning Agency 

6 Badan Pusat Statistik  
(the Statistics Agency) 

1998 • The Law number 16/1997 on Statistics  
• The Presidential Decree number 172/1957 on the 

Submission of Statistical Affairs from the Minister 
of Trade to the Prime Minister 

• The Presidential Decree number 86/1998 on the 
Statistics Agency 

7 Badan Standardisasi Nasional  
(National Standardisation Agency) 

1997 • The Government Regulation number 15/1991 on the 
Indonesia National Standard 

• The Presidential Decree number 13/1997 on National 
Standardisation Agency 

8 Badan Pengawas Tenaga Nuklir  
(Nuclear Energy Regulatory 
Agency) 

1998 The Law number 10/1997 on Nuclear power 

9 Badan Tenaga Nuklir Nasional  
(the National Nuclear Energy 
Agency)  

1964 The Law number 31/1964 jo 10/1997 on the principles 
of nuclear power  

10 Badan Kependudukan Keluarga 
Berencana Nasional  
(National Family Planning 
Coordinating Board) 

1970 • The Presidential Decree number 8/1970 on 
Organizational Structure and Work Procedure of the 
National Family Planning Coordinating Board,  

• The Presidential Decree number 9/2004 on Position, 
Duties, Functions, Authorities, Organizational 
Structures and Work Procedures of Non-ministerial 
Agencies  

11 Lembaga Penerbangan Antariksa 
Nasional  
(Institute of National Space 
Aviation-INSA) 

1963 • The Presidential Decree number 236/1963 on 
National Institute of Aeronautics and Space 

• The Law number 21/2013 on Aeronautics and Space  
• The Presidential Regulation number 49/2015 on 

National Institute of Aeronautics and Space 
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No Agencies 
Year of 

establish-
ment 

Legal Foundation 

12 Badan Pengawasan Keuangan dan 
Pembangunan  
(Financial and Development 
Supervisory Agency) 

2001 • The Presidential Decree number 31/1983 on 
Financial and Development Supervisory Agency 

• The Presidential Decree number 103/2001 on 
position, duties, functions, authorities, organizational 
structure, and work procedures of non-ministerial 
agencies 

13 Lembaga Ilmu Pengetahuan 
Indonesia  
(Indonesian Institute of Sciences) 

1967 • The Presidential Decree number 128/1967 on the 
establishment of Indonesian Institute of Sciences  

• The Presidential Decree number 103/2001 on 
position, duties, functions, authorities, organizational 
structure, and work procedures of non-ministerial 
agencies 

14 Badan Pengkajian dan Penerapan 
Teknologi  
(Agency for the Assessment and 
Application of Technology) 

1978 • The Presidential Decree number 25/1978 on Agency 
for the Assessment and Application of Technology 

• The Presidential Decree number 103/2001 on 
position, duties, functions, authorities, organizational 
structure, and work procedures of non-ministerial 
agencies 

15 Badan Koordinasi Penanaman 
Modal  
(Investment Coordinating Board) 

1973 • The Presidential Decree number 20/1973 on 
Investment Coordinating Board; 

• The Law number 25 Tahun 2007 on Investment 
• The Presidential Regulation number 90/2007 on 

Investment Coordinating Board 
16 Badan Pertanahan Nasional  

(National Land Agency) 
 1988 • The Presidential Decree number 26/1988 National 

Land Agency; 
• The Presidential Regulation number 20/2015 

National Land Agency. 
17 Badan Pengawas Obat dan 

Makanan   
(National Agency of Drug and Food 
Control) 

 2001 • The Presidential Decree number 103/2001 on 
position, duties, functions, authorities, organizational 
structure, and work procedures of non-ministerial 
agencies 

• The Presidential Regulation number 80/2017 on 
National Agency of Drug and Food Control 

18 Lembaga Ketahanan Nasional  
(National Resilience Institute) 

1994 • The Presidential Decree number 4/1994 tentang 
Lembaga Ketahanan Nasional  

• The Presidential Decree number 42 Tahun 2001 on 
position, duties, functions, authorities, organizational 
structure, and work procedures of non-ministerial 
agencies  

• The Presidential Regulation number 67/2006 on 
National Resilience Institute  

19 Badan Meteorologi Klimatologi dan 
Geofisika  
(Meteorology, Climatology, and 
Geophysics Agency) 

2002 • The Presidential Decree number 46 dan 48 of 2002 
on Meteorology and Geophysics Agency 

• The Presidential Regulation number 61/2008 on 
Meteorology, Climatology, and Geophysics Agency 
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No Agencies 
Year of 

establish-
ment 

Legal Foundation 

20 Badan Nasional Penanggulangan 
Terorisme   
(National Counter Terrorism 
Agency) 

2010 The Presidential Regulation number 46/2010 on 
National Counter Terrorism Agency 

21 Lembaga Kebijakan Pengadaan 
Barang/Jasa Pemerintah  
(the National Public Procurement 
Agency) 

2007 the Presidential Regulation number 106/2007 on the 
National Public Procurement Agency 

22 Badan Nasional Penempatan dan 
Perlindungan Tenaga Kerja 
Indonesia  
(National Agency for the Placement 
and Protection of Indonesian 
Workers) 

2006 • The Law number 39/2004 on placement and 
protection of Indonesian migrant workers   

• the Presidential Regulation number 81/2006 on 
National Agency for the Placement and Protection of 
Indonesian Workers 

23 Badan Nasional Pencarian dan 
Pertolongan  
(National Search and Rescue 
Agency) 

2007 • The Government Regulation number 36/2006 on 
search and rescue 

• The Presidential Regulation number 99/2007 on 
National Search and Rescue Agency 

24 Badan Nasional Penanggulangan 
Bencana  
(National Board for Disaster 
Management) 

2008 • The Law number 24/2007 tentang Penanggulangan 
Bencana 

• The Presidential Regulation number 8/2008 on 
National Board for Disaster Management 

25 Badan Narkotika Nasional  
(National Narcotics Agency) 

2010 The Law number 35/2009 on Narcotics 
Perpres 23/2010 on Indonesian National Narcotics 
Agency 

26 Badan Informasi Geospasial 
(Geospatial Information Agency) 

2011 • The Law number 4/2011 on tentang Geospasial 
Information 

• The Presidential Regulation number 94/2011 on 
Geospatial Information Agency  

27 Sekretariat Jenderal Dewan 
Ketahanan Nasional  
(Secretariat General of the National 
Resilience Council) 

1999 • The Law number 20/1982 tentang basic provisions 
of national security and defence of the Republic of 
Indonesia 

• The Presidential Decree number 101/1999 on 
Secretariat General of the National Resilience 
Council 

28 Badan Siber dan Sandi Negara  
(the State Cyber and Password 
Agency)  

2018 The Presidential Regulation number 53/2017 on the 
State Cyber and Password Agency 
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Appendix 3 Consolidated List of NSAs as of 2018 

No. Lembaga MoABR PAI Legal Foundation Sub-
Groups 

1 Akademi Ilmu Pengetahuan 
Indonesia 

 ✔ ✔ Law 8/1990 on Indonesian Academy of 
Sciences 

Executive 
agency 

2 Badan Amil Zakat Nasional 
(National Zakat Agency-NZA) 

 ✔ ✔ • Law 38/1999 on Management of Zakat 
• Law 23/2011 on Management of Zakat 
• Presidential decree 8/2001 on the 

National Amil Zakat Agency. 

Executive 
agency 

3 Badan Koordinasi Nasional 
Penyuluhan Pertanian, 
Perikanan dan Kehutanan 

 ✔ ✔ Presidential regulation 10/2011 on 
National Coordinating Agency for 
Agricultural, Fisheries and Forestry 
Extension 

Executive 
agency 

4 Badan Koordinasi 
Pemberantasan Rupiah Palsu 

 ✔ X • Law UU 7/2011 on currency  
• Presidential regulation 123/2012 on the 

Coordinating Board for the Eradication 
of Counterfeit Rupiah 

Executive 
agency 

5 Badan Nasional Pengelola 
Perbatasan 

 ✔ ✔ Presidential regulation 12/2010 on 
National Border Management Agency 

Executive 
agency 

6 Badan Nasional Sertifikasi 
Profesi 

 ✔ ✔ Government regulation 23/2004 on 
National Agency for Professional 
Certification 

Executive 
agency 

7 Badan Olahraga Profesional 
Indonesia 

 ✔ ✔ the Minister of Youths and Sport 
regulation 9/2015 on fostering and 
developing the national sports industry 

Ministerial 
agency 

8 Badan Otorita Danau Toba  ✔ X • Presidential regulation 49/2016 on Lake 
Toba Authority Agency 

• Applying the financial management of 
public service agency (FMPSA) 

Executive 
agency 

9 Badan Otorita Pengembangan 
Pariwisata Borobudur 

 ✔ X • Presidential regulation  46/2017 on 
Borobudur Tourism Development 
Authority Agency 

• Applying FMPSA 

Executive 
agency 

10 Badan Pengatur Hilir Minyak 
dan Gas 

 ✔ X Any sources cannot be found  

11 Badan Pengawas Pemilihan 
Umum 

 ✔ ✔ Law 15/2011 on General election organizer  State 
agency 

12 Badan Pengawas Rumah Sakit 
Indonesia 

 ✔ X • Law 44/2009 on hospital  
• Government regulation 49/2013 on 

Hospital Supervisory Agency 

Ministerial 
agency 

13 Badan Pengembangan Wilayah 
Surabaya-Madura 

 ✔ ✔ Presidential regulation 27/2008 on 
Surabaya-Madura Regional Development 
Agency 

Executive 
agency 

14 Badan Pengusahaan Kawasan 
Perdagangan Bebas dan 
Pelabuhan Bebas Batam 

 ✔ ✔ • Government regulation in lieu of law 
1/2000 on Free Trade Area and Free Port 

• Law 36/2000 on Stipulation of 
Government Regulation in Lieu of Law 
Number 1 of 2000 concerning Free 
Trade Zones and Free Ports  

Executive 
agency 
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No. Lembaga MoABR PAI Legal Foundation Sub-
Groups 

• Applying FMPSA  
15 Badan Pengusahaan Kawasan 

Perdagangan Bebas dan 
Pelabuhan Bebas Bintan 

 ✔ ✔ • Government regulation in lieu of law 
1/2007 

• Government regulation 47/2007 on 
Bintan Free Trade and Free Port Zone 

Executive 
agency 

16 Badan Pengusahaan Kawasan 
Perdagangan Bebas dan 
Pelabuhan Bebas Karimun 

 ✔ ✔ Government regulation 48/2007 on 
Karimun Free Trade Area and Free Port 

Executive 
agency 

17 Badan Pengusahaan Kawasan 
Perdagangan Bebas dan 
Pelabuhan Bebas Sabang 

 ✔ ✔ • Government regulation in lieu of law 
2/2000 on Sabang Free Trade Area and 
Free Port 

• Applying FMPSA 

Executive 
agency 

18 Badan Peningkatan 
Penyelenggaraan Sistem 
Penyediaan Air Minum 

 ✔ ✔ Government regulation 16/2005 on  
Development of Drinking Water Supply 
Systems 

Ministerial 
agency 

19 Badan Perlindungan Konsumen 
Nasional 

 ✔ ✔ Presidential regulation 57/2001 on 
National Consumer Protection Agency 

Executive 
agency 

20 Badan Pertimbangan Aparatur 
Sipil Negara 

 ✔ X Law 5/2014 on State apparatus  Executive 
agency 

21 Badan Pertimbangan 
Kepegawaian 

 ✔ ✔ Government regulation 24/2011 Personnel 
Advisory Board 

Executive 
agency 

22 Badan Pertimbangan Kesehatan 
Nasional 

 ✔ ✔ Presidential decree 12/1994 on National 
Health Advisory Agency Regulation 
Details 

Executive 
agency 

23 Badan Pertimbangan 
Telekomunikasi 

 ✔ X Presidential decree 55/1989 on 
Telecommunication Advisory Board 

Executive 
agency 

24 Badan Regulasi 
Telekomunikasi Indonesia 

 ✔ X • Law 36/1999 on telecommunication 
• Government regulation 52/2000 on 

Telecommunication network operation 
and or telecommunication service 
operation 

• The Minister of Transportation decree 
31/2003 on the establishment of 
Indonesian telecommunication 
regulatory agency 

Ministerial 
agency 
(attached to 
Directorate 
General of 
Post and 
Telecommu
nication) 

25 Badan Restorasi Gambut  ✔ X Presidential regulation 1/2016 on peat 
restoration agency 

Executive 
agency 

26 Badan Standardisasi dan 
Akreditasi Nasional 
Keolahragaan 

 ✔ ✔ Government decree 16/2007 on Sports 
Administration 

Ministerial 
agency 

27 Dewan Energi Nasional  ✔ ✔ Presidential regulation 26/2008 on 
Establishment of the National Energy 
Council and Procedure for Screening 
Candidates for Energy Council Members 

State 
agency 

28 Dewan Gelar, Tanda Jasa, dan 
Tanda Kehormatan 

 ✔ ✔ Government regulation 1/2010 on board of 
degree, signs of service, and signs of honor 

Executive 
agency 

29 Dewan Insinyur Indonesia  ✔ X Law 11/2014 on engineering Executive 
agency 
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30 Dewan Jaminan Sosial 
Nasional 

 ✔ ✔ • Law 40/2004 on National Social 
Security System 

• Presidential regulation 44/2008 on 
organization and work procedures, 
procedures for lift, replacement and 
termination of members of the national 
social security council 

Executive 
agency 

31 Dewan Kawasan Perdagangan 
Bebas dan Pelabuhan Bebas 
Batam 

 ✔ ✔ Presidential decree 18/2013 on Batam Free 
Trade and Free Port Zone Council 

Executive 
agency 

32 Dewan Kawasan Perdagangan 
Bebas dan Pelabuhan Bebas 
Bintan 

 ✔ ✔ Presidential decree 19/2013 on Bintan Free 
Trade and Free Port Zone Council 

Executive 
agency 

33 Dewan Kawasan Perdagangan 
Bebas dan Pelabuhan Bebas 
Karimun 

 ✔ ✔ Presidential decree 20/2013 on Karimun 
Free Trade and Free Port Zone Council 

Executive 
agency 

34 Dewan Kawasan Perdagangan 
Bebas dan Pelabuhan Bebas 
Sabang 

 ✔ ✔ Law 37/2000 on Stipulation of Government 
Regulation in Lieu of Law Number 2 of 
2000 concerning the Free Trade Zone and 
Free Port of Sabang into Law 

Executive 
agency 

35 Dewan Kehormatan 
Penyelenggara Pemilu 

 ✔ X Law 22/2007 on General Election 
Organizer 

 

36 Dewan Ketahanan Nasional  ✔ ✔ Presidential decree 101/1999 on National 
Resilience Council and Secretariat General 
of the National Resilience Council 

Executive 
agency 

37 Dewan Ketahanan Pangan  ✔ ✔ Presidential regulation 83/2006 on Food 
Security Council 

Executive 
agency 

38 Dewan Nasional Kawasan 
Ekonomi Khusus 

 ✔ ✔ Presidential regulation 33/2010 on National 
Council and Council of Special Economic 
Zones 

Executive 
agency 

39 Dewan Nasional Keuangan 
Inklusif 

 ✔ X Presidential regulation 82/2016 on National 
Financial Inclusive Strategy 

Executive 
agency 

40 Dewan Pengupahan Nasional  ✔  ✔ Presidential decree 107/2004 on Wage 
Board 

Executive 
agency 

41 Dewan Pers  ✔  ✔ Law 40/1999 on press Executive 
agency 

42 Dewan Pertahanan Nasional  ✔ X This organisation was replaced by Dewan 
Ketahanan Nasional (No.36) 

- 

43 Dewan Pertimbangan Otonomi 
Daerah 

 ✔ ✔ Presidential regulation 28/2005 on 
Regional Autonomy Advisory Council 

Executive 
agency 

44 Dewan Pertimbangan Presiden  ✔ ✔ Law 19/2006 on presidential advisory 
council 

Executive 
agency 

45 Dewan Riset Nasional  ✔ ✔ Presidential regulation 16/2005 on National 
Research Council 

Executive 
agency 

46 Dewan Sumber Daya Air 
Nasional 

 ✔ ✔ Presidential regulation 12/2008 on water 
resources board 

Executive 
agency 
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47 Dewan Teknologi Informasi 
dan Komunikasi Nasional 

 ✔ ✔ presidential decree 20/2006 on national 
information and communication 
technology council 

Executive 
agency 

48 Kantor Staf Presiden  ✔ X Presidential regulation 26/2015 on 
presidential staff office 

Executive 
agency 

49 Komisi Aparatur Sipil Negara  ✔ X • Law 5/2014 on State apparatus 
• Presidential regulation 18/2014 on 

secretariat, system and management of 
human resources, work procedures, and 
financial responsibility and management 
of the state civil apparatus commission 

Executive 
agency 

50 Komisi Informasi   ✔ ✔ Law 14/2008 on public information 
disclosure 

State 
agency 

51 Komisi Keamanan Hayati 
Produk Rekayasa Genetik 

 ✔ ✔ Presidential regulation 39/2010 on 
genetically engineered product biosecurity 
commission 

Executive 
agency 

52 Komisi Kejaksaan  ✔ ✔ Presidential regulation 18/2011 on 
Indonesian prosecutor's commission 

Executive 
agency 

53 Komisi Kepolisian Nasional  ✔ ✔ Presidential regulation 17/2011 on national 
police commission 

Executive 
agency 

54 Komisi Nasional Anti 
Kekerasan terhadap Perempuan 

 ✔ ✔ Presidential regulation 65/2005 on national 
commission anti violence against women 

State 
agency 

55 Komisi Nasional Disabilitas  ✔ X Law 8/2016 on people with disabilities State 
agency 

56 Komisi Nasional Hak Asasi 
Manusia 

 ✔ ✔ Law 39/1999 on human rights State 
agency 

57 Komisi Nasional Lanjut Usia  ✔ ✔ Presidential decree 52/2004 on national 
commission on the elderly 

Executive 
agency 

58 Komisi Pemberantasan Tindak 
Pidana Korupsi (Corruption 
Eradication Commission-CEC) 

 ✔ ✔ Law 30/2002 on corruption eradication 
commission 

State 
agency 

59 Komisi Pemilihan Umum  ✔ ✔ Law 22/2007 on general election organisers  State 
agency 

60 Komisi Penanggulangan AIDS 
Nasional 

 ✔ ✔ This organisation was disbanded through 
Presidential regulation 124/2016 

Executive 
agency 

61 Komisi Pengawas Haji 
Indonesia 

 ✔ ✔ Law 13/2008 on Organising of Hajj Executive 
agency 

62 Komisi Pengawas Persaingan 
Usaha  

 ✔ ✔ Presidential decree 75/1999 on business 
competition supervisory commission 

State 
agency 

63 Komisi Penilai Analisis 
Mengenai Dampak Lingkungan 
Hidup 

 ✔ ✔ Government regulation 27/1999 on analysis 
of environmental impact. 

Ministerial 
agency (the 
national 
base 
agency) 

64 Komisi Penyiaran Indonesia  ✔ ✔ Law 32/2002 on Broadcasting State 
agency 

65 Komisi Penyuluhan Nasional  ✔ X Law 16/2006 on agricultural, fisheries and 
forestry extension systems 
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66 Komisi Perlindungan Anak 
Indonesia 

 ✔ ✔ • Law 23/2002 on children protection 
• Presidential decree 77/2003 on 

Indonesian child protection commission 

State 
agency 

67 Komite Akreditasi Nasional  ✔ ✔ • Government regulation 102/2000 on 
National Standardization  

• Presidential decree 78/2001 on national 
accreditation committee 

Executive 
agency 

68 Komite Anti Dumping 
Indonesia 

 ✔ X Government regulation 34/1996 on 
antidumping duties and compulsory duties  

Ministerial 
agency 

69 Komite Ekonomi dan Industri 
Nasional 

 ✔  ✔ Presidential regulation 8/2016 on National 
Economic and Industrial Committee 

Executive 
agency 

70 Komite Industri Nasional  ✔ X Law 3/2014 on Industry  Ministerial 
agency 

71 Komite Kebijakan Industri 
Pertahanan 

 ✔ ✔ • Law 16/2012 on defense industry 
• Presidential regulation 42/2010 on 

defense industry policy committee 

Executive 
agency 

72 Komite Kebijakan Percepatan 
Penyediaan Infrastruktur 

 ✔ ✔ Presidential regulation 42/2005 on 
committee for acceleration of infrastructure 
provision policy 

Executive 
agency 

73 Komite Nasional Keamanan 
Penerbangan 

 ✔ X the Minister of Transportation decree 
247/2015 on national aviation safety 
committee 

Ministerial 
agency 

74 Komite Nasional Keselamatan 
Transportasi 

 ✔ ✔ Presidential regulation 2/2012 on national 
transportation safety committee 

Executive 
agency 

75 Komite Nasional Keuangan 
Syariah 

 ✔ X Presidential regulation 91/2016 on national 
sharia finance committee 

Executive 
agency 

76 Komite Nasional Persiapan 
Pelaksanaan Masyarakat 
Ekonomi Association of 
Southeast Asian Nations 

 ✔ X Presidential decree 37/2014 on national 
committee for preparation of 
implementation of association of southeast 
Asian nations economic community 

Executive 
agency 

77 Komite Pengamanan 
Perdagangan Indonesia 

 ✔ X • Presidential decree 84/2002 on 
domestic industry safeguards from the 
impact of surging imports 

• The Minister of Industry and Trade 
decree 84/ 2003 on Indonesian trade 
safeguard committee 

Ministerial 
agency 

78 Komite Percepatan dan 
Perluasan Pembangunan 
Ekonomi Indonesia 

 ✔ X Presidential regulation 32/2011 on master 
plan for the acceleration and expansion of 
economic development 

Details on 
structure 
are not 
found in 
the 
regulation 

79 Komite Perdagangan Nasional  ✔ X Law 7/2014 on trade  Executive 
agency 

80 Komite Privatisasi Perusahaan 
Perseroan 

 ✔ ✔ Presidential decree 18/2006 on 
privatization of limited liability companies 
(persero) 

Executive 
agency 

81 Komite Profesi Akuntan Publik  ✔ X Government regulation 84/2012 public 
accountant professional committee 

Ministerial 
agency 
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82 Konsil Tenaga Kesehatan 
Indonesia 

 ✔ X • Law 36/2014 on health workers 
• Presidential regulation 90/2017 on 

Indonesian health manpower council 

Executive 
agency 

83 Konsil Kedokteran Indonesia  ✔ ✔ • Law 29/2004 on medical practice 
• An element of Konsil Tenaga 

Kesehatan Indonesia (No.82) 

Executive 
agency 

84 Konsil Keperawatan  ✔ X • Law 38/2014 on nursing 
• Presidential regulation 90/2017 on 

Indonesian health manpower council 
• An element of Konsil Tenaga 

Kesehatan Indonesia (No.82)  

Executive 
agency 

85 Lembaga Kerja Sama Tripartit  ✔ ✔ • Law 13/2003 on Employment 
• Government regulation 8/2005 on work 

procedures and organizational 
structures of tripartite cooperation 
institutions 

Executive 
agency 

86 Lembaga Pencegahan dan 
Pemberantasan Kerusakan 
Hutan 

 ✔ ✔ Law 18/2013 on prevention and eradication 
of forest destruction 

Executive 
agency 

87 Lembaga Perlindungan Saksi 
dan Korban 

 ✔ ✔ Law 13/2006 on witness and victim 
protection 

Executive 
agency 

88 Lembaga Produktivitas 
Nasional 

 ✔ ✔ • Law 13/2003 on Employment  
• Presidential regulation 50/2005 on 

national productivity institute 

Executive 
agency 

89 Lembaga Sensor Film  ✔ ✔ • Law 8/1992 on Films 
• Government regulation 7/1994 on film 

censorship institute 

Executive 
agency 

90 Lembaga Sertifikasi Industri 
Hijau 

 ✔ X • The Minister of Industry 41/ 2017 on 
green industry certification institute 
(GICI) 

• Although working under supervision of 
ministerial department (Industrial 
Research and Development Agency), 
GICI is not public agency but private 
sector organisation. 

 

91 Majelis Disiplin Tenaga 
Kesehatan 

 ✔ ✔ Presidential decree 56/1995 on health 
workforce disciplinary council 

Ministerial 
agency 

92 Majelis Disiplin Tenaga 
Nuclear 

 ✔ X • Law 10/1997 on nuclear energy 
• Presidential regulation 83/2014 on 

Nuclear Energy Advisory Council 

Executive 
agency 

93 Ombudsman Republik 
Indonesia (Ombudsman of the 
Republic of Indonesia ORI) 

 ✔ ✔ Law 37/2008 on ombudsman of the 
republic of Indonesia 

State 
agency 

94 Otoritas Nasional Senjata 
Kimia 

 ✔ X • Law 9/2008 on the use of chemicals 
and prohibition of use of chemicals as 
chemical weapons 

• Presidential regulation 19/2017 on 
national chemical weapons authority 

Executive 
agency 
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95 Pusat Pelaporan dan Analisis 
Transaksi Keuangan 

 ✔  ✔ Law 8/2010 on prevention and eradication 
of the crime of money laundering 

Executive 
agency 

96 Tim Koordinasi Misi 
Pemeliharaan Perdamaian 

 ✔  ✔ Presidential regulation 85/2011 on 
peacekeeping mission coordination team 

Executive 
agency 

97 Badan  Pembinaan Ideologi 
Pancasila 

 ✔ X Presidential regulation 7/2018 on Pancasila 
Ideology Development Agency 

Executive 
agency 

98 Komisi Pengendalian Zoonosis X  ✔ This organisation was disbanded through 
Presidential regulation 116/2016 

 

99 Komisi Sumber Daya Genetik X  ✔ The Minister Of Agriculture decree 
734/2006 on establishment of a national 
genetic resources commission 

Ministerial 
agency 

100 Komisi Yudisial X  ✔ Law 22/2004 on judicial commission State 
agency 

101 Komite Aksi Nasional 
Penghapusan  Bentuk-Bentuk 
Pekerjaan Terburuk untuk Anak  

X  ✔ This organisation was disbanded through 
Presidential regulation 176/2014 

- 

102 Komite Antar Departemen 
Bidang Kehutanan 

X  ✔ This organisation was disbanded through 
Presidential regulation 176/2014 

- 

103 Komite Inovasi Nasional X  ✔ Presidential regulation 32/2010 on national 
innovation committee 

Executive 
agency 

104 Komite Kebijakan Sektor 
Keuangan 

X  ✔ Presidential decree 177/1999 on financial 
sector policy committee 

State 
agency 

105 Komite Koordinasi Nasional 
Pencegahan dan Pemberantasan 
Tindak Pidana Pencucian Uang  

X  ✔ Presidential regulation 6/2012 on National 
coordination committee for prevention and 
eradication of money laundering 

State 
agency 

106 Komite Nasional Pengendalian 
Flu Burung (Avian Influenza) 
dan Kesiapan Menghadapi 
Pandemi Influenza 

X  ✔ Presidential regulation 7/2006 on national 
committee for avian influenza control and 
pandemic influenza preparedness 

State 
agency 

107 Komite Olahraga Nasional 
Indonesia 

X  ✔ Law 3/2005 on national sports system 
Presidential decree 72/2010 on national 
sports committee of Indonesia 

Executive 
agency 

108 Komite Pengarah 
Pengembangan Kawasa 
Ekonomi Khusus di Pulau 
Batam, Pulau, Bintan dan Pulau 
Karimun 

X  ✔ This organisation was disbanded through 
Presidential regulation 116/2016 

- 

109 Komite Pengarah Reformasi 
Birokrasi Nasional 

X  ✔ Presidential decree 14/2010 on 
establishment of the national bureaucracy 
reform steering committee and the national 
bureaucracy reform team 

Executive 
agency 

110 Komite Penilaian Independen X  ✔ Presidential decree 90/1999 on Independent 
Assessment Committee 

Ministerial 
agency 
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111 Komite Standar Akuntansi 
Pemerintah 

X  ✔ • Law 1/2004 on the state treasury 
• Presidential decree 84/2004 on 

government accounting standards 
committee 

• The Minister of Finance decree 
308/2002 on government accounting 
standards committee 

Ministerial 
agency 

112 Komite Standar Nasional untuk 
Satuan Ukuran 

X  ✔ Presidential decree 79/2001 on national 
standard committee for size units. 

Executive 
agency 

113 Badan Kebijaksanaan dan 
Pengendalian Pembangunan 
Perumahan dan Pemukiman 
Nasional 

X  ✔ This organisation was disbanded through 
Presidential regulation 176/2014 

- 

114 Badan Koordinasi Keamanan 
Laut 

X  ✔ This organisation was disbanded through 
Presidential regulation 178/2014 and 
replaced by Badan Keamanan Laut  
(No.173) 

- 

115 Badan Koordinasi Penataan 
Ruang Nasional 

X  ✔ This organisation was disbanded through 
Presidential regulation 116/2016 

- 

116 Badan Pengelola Masjid Istiqlal X  ✔ Presidential decree 38/1994 on 
management of Istiqlal mosque 

Executive 
agency 

117 Badan Penanggulangan 
Lumpur Sidoarjo 

X  ✔ This organisation was disbanded through 
Presidential regulation 21/2017 

- 

118 Badan Pertimbangan Perfilman 
Nasional 

X  ✔ Government regulation 8/1994 on national 
film advisory board 

Ministerial 
agency 

119 Badan Pengatur Jalan Tol X  ✔ • Law 34/2004 on roads 
• Government regulation 15/2005 on 

highways  
• One of its unit (the Secretariat) has 

embraced FMPSA  

Executive 
agency 

120 Badan Pengatur Penyediaan 
dan Pendistribusian Bahan 
Bakar Minyak dan Kegaiatan 
Usaha Pengangkutan Gas Bumi 
melalui Pipa 

X  ✔ Government regulation 67/2002 on 
Regulatory Agency for the Supply and 
Distribution of Oil Fuel and Business 
Activities for Transportation of Natural Gas 
by Pipe 

Executive 
agency 

121 Badan Pengelola Kawasan 
Kemayoran 

X  ✔ • Presidential decree 53/1985 on 
Kemayoran estate management agency 

• Applying financial management of PSA 
since 2008 

Ministerial 
agency 

122 Badan Pengelola Gelora Bung 
Karno 

X  ✔ • Presidential decree 4/1984 on Senayan 
sports center management agency 

• Applying financial management of PSA 
since 2008 

Ministerial 
agency 

123 Badan Pengelola Puspitek X  ✔ Any sources regarding regulations of this 
organisation cannot be found 

- 

124 Badan Pengembangan Kawasan 
Strategis dan Infrastruktur Selat 
Sunda 

X  ✔ Presidential regulation 86/2011 on Sunda 
strait strategic area and infrastructure 
development agency 

Executive 
agency 
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125 Badan Pengembangan Kawasan 
Pembangunan Ekonomi 
Terpadu 

X  ✔ This organisation was disbanded through 
Presidential regulation 176/2014 

- 

126 Badan Rehabilitasi dan 
Rekonstruksi Wilayah dan 
Kehidupan Masyarakat 
Provinsi Nangroe Aceh 
Darussalam dan Kepulauan 
Nias Propinsi Sumatera Utara 

X  ✔ • Government regulations in lieu of 
legislation 2/2005 on  Agency for the 
Rehabilitation and Reconstruction of 
Regions and People's Lives of the 
Province of Nanggroe Aceh 
Darussalam and Nias Islands, North 
Sumatra Province 

• The assignment was ended in 2009 
through Presidential regulation 8/2009 

Executive 
agency 

127 Badan Promosi Pariwisata 
Indonesia 

X  ✔ • Presidential decree 22/2011 on 
Indonesia's tourism promotion agency 

• Private sector entity.  

Executive 
agency 

128 Dewan Buku Nasional X  ✔ This organisation was disbanded through 
Presidential regulation 176/2014 

- 

129 Dewan Gula Indonesia X  ✔ This organisation was disbanded through 
Presidential regulation 176/2014 

- 

130 Dewan Koperasi Indonesia X  ✔ • Law 17/2012 on cooperative 
• Presidential decree 6/2011 on 

ratification of the articles of association 
of the Indonesian cooperative council 

Executive 
agency 

131 Dewan Maritim Indonesia X  ✔ Presidential decree  161/1999 
on  Indonesian maritime council 

Executive 
agency 

132 Dewan Nasional Kawasan 
Perdagangan Bebas dan 
Pelabuhan Bebas 

X  ✔ This organisation was disbanded through 
Presidential regulation 116/2016 

- 

133 Dewan Nasional Perubahan 
Iklim 

X  ✔ This organisation was disbanded through 
Presidential regulation 16/2015 

- 

134 Dewan Penerbangan Antariksa 
Nasional 

X  ✔ This organisation was disbanded through 
Presidential regulation 176/2014 

- 

135 Dewan Pengembangan 
Kawasan Timur Indonesia 

X  ✔ This organisation was disbanded through 
Presidential regulation 176/2014 

- 

136 Dewan Pengupahan Nasional X  ✔ Presidential decree  107/2004 on the wage 
council 

 

137 Lembaga Koordinasi dan 
Pengendalian Peningkatan 
Kesejahteraan Sosial 
Penyandang Cacat 

X  ✔ This organisation was disbanded through 
Presidential regulation 176/2014 

- 

138 Lembaga Pembiyaan Ekspor 
Indonesia 

X  ✔ • Law 2/2009 on Indonesian export 
financing agency 

• Legal entity  

Ministerial 
agency 

139 Lembaga Penjamin Simpanan X  ✔ • Law 24/2004 on savings guarantor 
board 

• Legal entity 

Executive 
agency 

140 Tim Nasional Bahan Bakar 
Nabati 

X  ✔ Presidential decree 10/2006 on  the 
national team for the development of 

Executive 
agency 
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biofuels to accelerate poverty reduction 
and unemployment 

141 Tim Koordinasi 
Penanggulangan Kemiskinan 

X  ✔ Presidential regulation 54/2005 on poverty 
reduction coordination team 

Executive 
agency  

142 Tim Koordinasi Peningkatan 
dan Perluasan Program Pro-
Rakyat 

X  ✔ Presidential decree 10/2011 on 
coordination team for the improvement 
and expansion of the pro-people program 

Executive 
agency  

143 Komisi Banding Merek X  ✔ •  Ministerial 
agency 

144 Komisi Banding Paten X  ✔ • Law 14/2001 on patent 
• Government regulation 40/2005 

on patent appeal commission 

Ministerial 
agency 

145 Komisi Hukum Nasional  X  ✔ This organisation was disbanded through 
Presidential regulation 176/2014 

- 

146 Tim Koordinasi Peningkatan 
Kelancaran Arus Barang 
Ekspor dan Impor 

X  ✔ Presidential decree 54/2002 on 
coordinating team for improving the 
smooth flow of export and imported goods 

Executive 
agency 

147 Tim Koordinasi Percepatan 
Pembangunan Pembangkit 
Tenaga Listrik 

X  ✔ • Presidential regulation 72/2006 on 
coordination team for the acceleration 
of power plant development 

• The working period of the team until 31 
December 2009. 

- 

148 Tim Koordinasi Rehabilitasi 
dan Rekonstruksi Wilayah 
Pasca Bencana Gempa Bumi di 
Propinsi Daerah Istimewa 
Yogyakarta dan Propinsi Jawa 
Tengah 

X  ✔ • Presidential decree 9/2006 on 
coordination team for rehabilitation and 
reconstruction of the post-earthquake 
disaster area in Yogyakarta province 
and Central Java province 

• The working period of the team until 2 
July 2008 

- 

149 Tim Percepatan Pembangunan 
Rumah Susun di Kawasan 
Perkotaan 

X  ✔ Presidential decree 22/2006 on team for the 
acceleration of construction of flats in urban 
areas 

Executive 
agency 

150 Tim Monitoring dan Evaluasi 
Program Bantuan Langsung 
Tunai kepada Rumah Tangga 
Miskin 

X  ✔ Any sources regarding regulations of this 
organisation cannot be found 

- 

151 Tim Nasional Pembakuan 
Nama Rupabumi 

X  ✔ This organisation was disbanded through 
Presidential regulation 116/2016 

- 

152 Tim Nasional Penanggulangan 
Pelanggaran Hak Kekayaan 
Intelektual 

X  ✔ Presidential decree 4/2006 on the national 
team for handling intellectual property 
rights violations 

Executive 
agency 

153 Tim Nasional untuk Evaluasi 
Keselamatan dan Keamanan 
Transportasi 

X  ✔ Presidential decree 3/2007 on national 
team for evaluation of transportation safety 
and security 

Executive 
agency 

154 Tim Nasional untuk 
Perundingan Perdagangan 
Internasional 

X  ✔ This organisation was disbanded through 
Presidential regulation 82/2017, replaced 
by Tim Perunding Perjanjian 
Perdagangan Internasional (No.174) 

- 
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155 Tim Penertiban Barang Milik 
Negara 

X  ✔ • Presidential decree 17/2007 on state 
assets control team 

• The working period of the team until 31 
December 2008 

- 

156 Tim Peningkatan Ekspor dan 
Peningkatan Investasi 

X  ✔ Presidential decree 87/2003 on export 
improvement and investment improvement 
team 

Executive 
agency 

157 Tim Nasional Percepatan 
Penanggulangan Kemiskinana 

X  ✔ Presidential regulation 15/2010 on 
acceleration for property alleviation   

Executive 
agency 

158 Tim Prakarsa dan Pengarahan 
Reformasi Peningkatan Kinerja 
Pajak dan Bea Cukai 

X  ✔ Any sources regarding regulations of this 
organisation cannot be found 

- 

159 Tim Nasional Pengalihan 
Aktivitas Bisnis Tentara 
Nasional Indonesia 

X  ✔ Presidential decree 7/2008 on the national 
team for the transfer of business activities 
of the Indonesian national army 

Executive 
agency 

160 Unit Kerja Presiden Bidang 
Pengawasan dan Pengendalian 
Pembangunan 

X  ✔ This organisation was disbanded through 
Presidential regulation 26/2015 and 
replaced by Kantor Staf Presiden (No.48) 

- 

161 Unit Kerja Presiden untuk 
Pengelolaan Program dan 
Reformasi 

X  ✔ This organisation was disbanded through 
Presidential regulation 54/2009 and 
replaced by Unit Kerja Presiden Bidang 
Pengawasan dan Pengendalian 
Pembangunan (No.160) 

- 

162 Unit Percepatan Pembangunan 
Propinsi Papua dan Propinsi 
Papua Barat 

X  ✔ • Presidential regulation 66/2011 on unit 
for the acceleration of development for 
Papua and West Papua provinces 

• The working period of the team until 31 
December 2014 

- 

163 Komite Ekonomi Nasional X  ✔ • Presidential regulation 31/2010 on 
National Economic Committee 

• The working period of the team lasted 
until  the cabinet ended in 2014 

- 

164 Badan Pengawas Pasar Tenaga 
Listrik 

X  ✔ • Government regulation 53/2003 on 
electricity market supervisory agency 

• This organisation was disbanded 
because of the decision of the 
Constitutional Court on the electricity 
law 2002. 

- 

165 Badan Pengelola Dana Abdi 
Umat 

X  ✔ Presidential regulation 4/2008 on perpetual 
fund management agency of the Muslim 
people  

Executive 
agency 

166 Dewan Kelautan Indonesia X  ✔ This organisation was disbanded through 
Presidential regulation 116/2016 

- 

167 Staf Khusus Presiden X  ✔ Presidential regulation 40/2005 on 
presidential special staff 

Ministerial 
agency 

168 Majelis Kehormatan Kode Etik 
Pegawai Negeri Sipil 

X  ✔ • Government regulation 42/2004 on 
development of corporate life and civil 
servant code of conduct  

• Adhoc and case-based unit 

- 
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No. Lembaga MoABR PAI Legal Foundation Sub-
Groups 

169 Panitia Nasional Pengangkatan 
dan Pemanfaatan Benda 
Berharga Asal Muatan Kapal 
yang Tenggelam 

X  ✔ Presidential decree 19/2007 on national 
committee for the lifting and utilization of 
vegetable objects of the origin of vessel 

Executive 
agency 

170 Panitia Urusan Piutang Negara X  ✔ Presidential regulation 89/2006 on state 
receivables affairs committee 

Ministerial 
agency 

171 Badan Ekonomi Kreatif X X • Presidential regulation 6/2015 on 
Creative Economy Agency 

Executive 
agency 

172 Badan Keamanan Laut X X Presidential regulation 178/2014 on 
maritime security agency 

Executive 
agency 

173 Tim Perundingan Perjanjian 
Perdagangan Internasional  

X X Presidential regulation 82/2017 on 
international trade agreement negotiation 
team 

Executive 
agency 

174      
 Badan Pengelola Keuangan 

Haji (BPKH) 
X X • Law 34/2014 on hajj financial 

management 
• Presidential regulation 110/2017 on hajj 

financial management agency 
• Legal entity  

Executive 
agency 

175 Otoritas Jasa Keuangan 
(Financial Services Authority –
FSA) 

X X • Law 21/2011 on financial services 
authority 

• Legal entity  

Executive 
agency 

176 Mahkamah Konsistusi X X • Law 24/2003 on constitutional court State 
agency 

177 Badan Penyelenggara Jaminan 
Sosial 
(Social Security Agency-SSA) 

X X 
 

• Law 24/2011 on social security agency 
Legal entity 

Executive 
agency 

178 Lembaga Penyiaran Publik  
- Radio Republik Indonesia 
Televisi Republik Indonesia 

X X • Government regulation 12/2005 on 
public broadcasting agency radio of the 
republic of Indonesia 

• Government regulation 13/2005 on 
public broadcasting agency television 
of the republic of Indonesia 

• Legal entities 

Executive 
agencies 

179 Perguruan Tinggi Negeri Badan 
Hukum (Legal Identity Public 
Universities-LIPUs) 
- Universitas Indonesia 
- Universitas Pendidikan 

Indonesia 
- Universitas Padjadjaran 
- Universitas Gajah Mada 
- Institut Technology Bandung 
- Universitas Sumatera Utara 
- Institut Pertanian Bogor 
- Universitas Diponegoro 
- Universitas Airlangga 
- Universitas Hasanuddin 
- Institut Technology Surabaya 

X X • Various government regulations on 
individual institution.  

• Legal entities 
•  

Ministerial 
agencies 



 
Appendix 3  257 

No. Lembaga MoABR PAI Legal Foundation Sub-
Groups 

180 Lembaga Pengelola Dana 
Pendidikan (Education Fund 
Management Agency) 

X X • The Minister of Finance decree 
143/2016 on organization and work 
procedure of education fund 
management agency  

• Applying FMPSA 

Ministerial 
agency 

181 Lembaga Pengelola Modal 
Usaha Kelautan dan 
Perikanan 

X X • The Minister Of Marine Affairs and 
Fisheries decree 3/2017 on organization 
and working procedure of the agency 
for managing marine and fishery 
business capital 

• Applying FMPSA 

Ministerial 
agency 

182 Badan Pengelola Dana Kelapa 
Sawit (Palm Oil Fund 
Management Agency) 

X X • Government regulation 24/2015 on 
plantation fund collection 

• Presidential regulation 61/2015 on 
collection and use of palm oil 
plantation funds 

• The Minister of Finance decree 
113/2015 on organization and work 
procedure of palm oil plantation fund 
management agency 

• Applying FMPSA  

Ministerial 
agency 

183 Pusat Pengelolaan Dana 
Pembiayaan Perumahan 

X X • The Minister of Public Works And 
Public Housing regulation 14/2019 on 
organization and work procedure of 
management center housing financing 
fund 

• Applying FMPSA 

Ministerial 
agency 

184 Pusat Investasi Pemerintah X X • The Minister of Finance decree 91/2017 
on organization and work procedure of 
government investment center 

• Applying FMPSA 

Ministerial 
agency 

185 Lembaga Layanan 
Pemasaran KUKM 

X X • The Minister of Cooperatives and Small 
and Medium Enterprises regulation 
07/2010 on organization and work 
procedure of government investment 
center 

• Applying FMPSA 

Ministerial 
agency 
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Appendix 4 List of the Interview Questions 

Research 
Questions 

Interview Questions 

What is the 
institutional 
arrangement of 
the PSA 
performance 
contracting 
system, especially 
in terms of 
contract 
hardness? 

1. How do regulations on the PSA performance contracting system 
govern the processes of performance contracting? 

2. How are performance targets set up? Which party does first take the 
initiative?  

3. Can the performance target be amended? If yes, how and when is the 
amendment is done? Is this described in the contract?  

4. How is performance monitored? Is this regulated in the contract? 
5. How is the procedure for performance evaluation? 
6. What are the impacts of the evaluation? Is this stated in contract? 

What are the 
dynamics of 
dialogue and trust 
in the relational 
arrangement of 
the PSA 
performance 
contracting 
system? 

1. How is dialogue between agents and principals governed in the 
regulations of the PSA performance contracting system? 

2. How does the dialogue between agencies and principals develop 
throughout the performance contracting stages? 

3. How do mutual expectations between agencies and principals atter 
throughout the performance contracting stages? 

4. How are the expectations fulfilled by each other?  
5. How does trust between agents and principals develop within 

performance contracting system? 
6. What are the things from performance contracting system that 

increase trust between agents and principals? How? 
7. What are the things that decrease trust? How? 
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Appendix 5 Seeking Approval for Research Letter 

 

UNIVERSITY OF 
CANBERRA 

Hal : Pcnnohonan organisational approl'al 

Yth. Di.rektur Jenderal Perbcndaharaan 
u.p. I. Scbetaris Di.rektorat Jcnderal Pctbendaharaan 

Canberra, 1 0 September 2018 

2. Direktur Pengelola.an Keuangan Badan Layanan Umum 
di Jakarta 

Sehubungan dmgan program studi jenjang S3 yang sedang saya jalankan di University of 
Canberra, Ausualia, dengan ini saya sampaikan bahwa pada bulan Oktober 2018 s..d. January 
201 9 saya akan melakukanfieldwork dalam rangka pengumpulan data sebagai bagian dari 
proses penulisan tesis. Terna pcnclitian ini, Ago,cification 011d Pe,fonnm,ce Co11mu:1ing: An 
Empiriea/ St1tdy of the Dynamics of Dialogue 011d Tr11st in Semi-.A1ttonomous Agencies i11 
Indonesia. sangat erat kaitannya dengan pcngelolaan Badan Lays.nan Umum (BLU) yang 

merupakan salah fi.mgsi Di.rektorat Jcnderal l'erbendahara.an. 

Riset ini bertujuan I.Ultuk meneliti bagaimana dinamika dialog dan tmst (k:cpcrcayaan) dalam 
proses kootrak kincrja. Untuk mcndukung pcnclitian ini, saya mcmcdukan data yang akan 
dikumpulkan melalui wawancara. Data dalam bcntuk dokumcn juga diharpkan abn terkumpul 
melalui partisipan yang tcrlibet dalam itv.erview. Oalam rangka memenuhi k:ebutuhan data 
tersebut, partisipan dalam penelitian ini terbagi mcnjadi dua k:elompok, yaitu para pcmimpin 
BLU sebagai ago,ts dan beberapa pejabat kund dari k:ementcrian tcrkait dan Kementerian 
Kruangan sebagai principals. 

Sehubungan dmgan hal tersebut, saya mohoo agar bisa mendapatkan surat pcrsetujuan untuk 
menjadikan Oirdctorat Jenderal Perbendaharaan sebagai lOC'1tS penelitian. Surat pcrsetujuan 
tersebut mcrupakan salah satu persyamtan administrasi Wltuk: mendapatkan e1hics appt'owzl dari 
H1mu111 Researeh F.lhics Commiuee pada Unil'ersiry o/Cm,berra. Melalui persctujuan ini. saya 
diijinkan untuk mel.akukan wawanc-ara dmgan para pejabat lingkup Oitjen Perbendaharaan 
sebagaimana daftar ,erlamir. bcrikut data yang terta.i1 dengan tema penelitian. Saya juga 
memohoo agar dapat difasilitasi \Ultuk: mendapatkan akscs k:q,ada sejumlah pcmimpin BLU dan 
pejabat kunei dari kementerian terkait sebagaimana daft.at terlampir Wltuk: diwawancara.i. 

Dcmikian pennohonan ini saya sampaik:an. Atas pcrhatiannya, saya ucapbn terima k:as.ih. 

Honn.at sava. 
"7'..,,.....:1-<-a... 

Wahyu Musukhal 
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Appendix 6 Letter of Approval for Research from DGT 

 

  

• 

MINISTRY OF FINANCE 
~l\fflll DIRECTORATE GENERAL OF TREASURY 
- SECRETARIAT OF DIRECTORATE GENERAL 

~IJADI PftA~TOSUtvilUO I 8UlLDING, :r'° F\.OOR. JAl.,AN\A;>ANGAN 8AHTENG TIMUR NO 2""' ~RTA 1C110 
fELEPON. ($2-2:l) ~9t)O PSY'/ !Z.03 {6.241) 3'40t0T f,'XSl.11U. (t2.41J ~ o:t'$1TVS .nllfNwww,djpbll.kitmerilieu OO.ic:I 

No S-7.ZS"~ IPB.1/2018 19" September2018 

LETTER OF APPROVAL 

Dear Human Research Ethics Cominlttee University of Canberra, 

This is to confirm that the Directorate General of Treasury, Ministry of Finance of Indonesia 

grants approval to Wahyu Musukhal. a UnlvefSity of Canberra student who Is pursuing doctoral 

program, to cunduct data collection In our organisation. The student has Informed us the design 

of his research project entitled AgencHicatio11 and Peffonnance Contracting: An Empirical Study 

of the Dynamics of Dialogue and Trust in Semi-Autonomous Agencies in Indonesia. He also has 

infonned us the prospected participants. In regard to this, we agree 10 support him and provide 

assistance in o,btaining data he needs. 

Should you need further enquiry, please do not hesitate 10 contact us at: 
Phone :+6221 3846322 
Email : hrdperl)E!Q#aharaan@gmall.com 

Yours truly, 
On behalf of Director General of Treasury 
Secretary of Directorate General of Treasury, 

~-111-!aryana ~. 
•NIP 1"9600603 198502 1 001 
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Appendix 7 Consent Form  

 

  

UNIVERSITY Of 
CANBERRA 

Research Title 

Cons ent Form 

.. Agencification and Perfonnance Contracting.: An Empirical Study of the Dynamics of 
Dialogue and Trust in Semi-Autonomous Agencies in lndonesia" 

Con.sent Statement 
I have read and understood the infonna1ion about the research. I am not aware of any condition 
that would prevent my participation, and I agree 10 participate in this research. I have had the 
opportunity to ask questions aboul my participation in the research. All questions I have asked 
have been answered 10 my satisfaction. 

Please indicate which parts you agree to by puu ing a tick mark in 1he relevant box: 

D I agree to participate in an interview with lhe researc.her. 
D I agree to Ibis interview being recorded. 
D 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 10 you when published. lfyou would like 
to receive a copy oflhe rep0rt, please include your mailing (or email) address below. 

Name 

Address ( email) 
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Appendix 8 Research Summary   

 
 
 

Participant Information Form 
Formulir Informasi bagi Partisipan 

 
Research Title: Agencification and Performance Contracting: An Empirical Study of the Dynamics 

of Dialogue and Trust in Semi-Autonomous Agencies in Indonesia  

Judul Riset : Agensifikasi and Kontrak Kinerja: Sebuah Studi Empiris Dinamika Dialog dan Trust 
pada Badan Layanan Umum di Indonesia  

Researcher  
Name : Wahyu Musukhal  
Institute : Faculty of Business, Government, and Law, University of Canberra  
Phone : +61 449 175 178  
Email : Wahyu.Musukhal@canberra.edu.au  

Supervisor  
Name : Dr. Yogi Vidyattama  
Institute : Institute for Government and Policy Analysis 
Phone : +61 262 012 761  
Email : Yogi.Vidyattama@canberra.edu.au  

Research Aim  
This research aims to depict agencification movement in Indonesia and its performance contracting 
system. In particular, this thesis will explore how the system stimuluses the dynamics of dialogue and 
trust between these agencies (agents) and their principals.  

Tujuan Riset  
Penelitian ini bertujuan untuk menggambarkan agensifikasi di Indonesia dan sistem kontrak kinerja. 
Secara khusus, tesis ini mengeksplorasi bagaimana sistem tersebut mempengaruhi dinamika dialog 
dan trust antara agen dan principal.  

Benefit of the Research  
This research will contribute to both knowledge and practice. Firstly, the research will contribute to a 
literature gap on agencification in the operation of performance contracting, utilising a more dynamic 
approach in viewing performance contracting. This approach has been utilised in limited numbers of 
study. Referring to several studies, this thesis will expand the dynamic view of performance 
contracting by coupling dialogue and trust. This thesis will contribute to understanding how dialogue 
fosters trust in agent-principal relationships that has been lacking.  

UNIVERSITY OF 

CANBERRA 
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This research will also contribute to practice. By understanding the evidence on performance 
contracting practices and the dynamics of dialogue and trust revealed by the study, policymakers will 
consider the urgency of developing guidance for performance contracting. They will gain insights 
into what direction performance contracting should be taken in order to foster dialogue and trust 
between ministries and their agencies. In addition, agency executives and principals are also 
benefited as they will be more aware of which approach to communication built into their contractual 
relationships will help them achieving expected performance.  

Manfaat Riset  
Riset ini akan berkontribusi baik terhadap ilmu pengetahuan maupun dunia praktis. Penelitian ini 
akan berkontribusi pada kesenjangan literatur tentang agensifikasi dalam operasionalisasi kontrak 
kinerja, menggunakan pendekatan yang lebih dinamis dalam melihat kontrak kinerja. Pendekatan ini 
digunakan dalam studi yang sangat terbatas jumlahnya. Mengacu pada beberapa penelitian 
sebelumnya, riset ini akan memperluas pandangan dinamis dari kontrak kinerja dengan 
menggabungkan dialog dan kepercayaan. Riset ini akan berkontribusi untuk memahami bagaimana 
dialog dan trust tumbuh dalam hubungan antara agent dan principal. Di dalam literatur, hal 
tersebut kurang mendapat perhatian.  

Penelitian ini juga akan memberikan kontribusi dalam tataran praktis. Dengan memahami bukti-
bukti tentang implementasi kontrak kinerja dan dinamika dialog dan kepercayaan yang akan 
diungkapkan dalam penelitian, pembuat kebijakan akan mempertimbangkan urgensi penyusunan 
panduan dalam rangka operasionalisasi kontrak kinerja. Mereka akan mendapatkan wawasan ke 
arah mana kontrak kinerja harus diambil dalam rangka menumbuhkan dialog dan trust antara 
kementerian dan BLU. Selain itu, para eksekutif organisasi tersebut dan pemegang peran principal 
juga akan mendapatkan pemahaman tentang pendekatan komunikasi yang hendaknya dibangun 
dalam menjalin hubungan kontraktual agar dapat mencapai kinerja yang diharapkan.  

General Outline of the Research  
Investigating phenomena around agencification using exploratory and more contextual approaches 
has been suggested by a number of agencification scholars. This then implies the use of qualitative 
methods in the typical researches. Among qualitative methods, case study is a research method that 
can be used for researches under constructivism paradigm. This project also will use case study to 
investigate experience within a real-life, contemporary setting or context. To implement a 
comprehensive research strategy through in-depth data collection involving multiple sources of 
information, interviews and documentary materials will be main sources of data for this research.  

Interview will primarily be semi-structured and will be guided to frames by which this study is 
intended to. However, the participants are allowed to say whatever they want within the area. In 
addition to interview, documentary materials will be collected to support issues revealed in the 
interviews. The collected data will be analysed according to general themes about the dynamics of 
dialogue and trust in performance contracting processes.  

Gambaran Umum Riset  
Melakukan investigasi fenomena tentang agensifikasi menggunakan pendekatan eksplorasi dan lebih 
kontekstual telah disarankan oleh sejumlah peneliti agensifikasi. Hal ini menyiratkan penggunaan 
metode kualitatif dalam melakukan penelitian sejenis. Di antara metode kualitatif, studi kasus adalah 
metode penelitian yang dapat digunakan untuk penelitian di bawah paradigma social constructivism. 
Penelitian ini juga akan menggunakan studi kasus untuk menyelidiki pengalaman dalam konteks 
kehidupan nyata dan kontemporer. Untuk menerapkan strategi penelitian yang komprehensif melalui 
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pengumpulan data mendalam yang melibatkan berbagai sumber informasi, wawancara dan dokumen 
akan menjadi sumber utama data untuk penelitian ini.  

Wawancara yang akan dilakukan wawancara semi-terstruktur dan mengikuti kerangka kemanag 
penelitian ditujukan. Namun, partisipan diizinkan untuk menceriterakan apa di dalam area tersebut. 
Selain wawancara, materi dokumenter akan dikumpulkan untuk mendukung masalah yang 
diungkapkan dalam wawancara. Data yang dikumpulkan akan dianalisis sesuai dengan tema umum 
tentang dinamika dialog dan kepercayaan dalam proses kontrak kinerja.  

Participant Involvement  
Participants who agree to involve 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 be required articulate their knowledge, experience and opinions 
regarding the operation of performance contracting over semi-autonomous agencies. The 
interview will be recorded with your consent and transcribed for data analysis, and 

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.  

Keikutsertaan Partisipan  
Partisipan yang setuju untuk terlibat dalam riset ini diharapkan dapat:  
1) berpartisipasi dalam interview dengan peneliti dengan jadwal dan tempat yang disepakati. Dalam 

kurang lebih 60 menit waktu wawancara, partisipan diharapkan dapat menceritakan 
pengetahuan, pengalaman dan pendapat mereka terkait implementasi kontrak kinerja pada 
Badan Layanan Umum. Pembicaraan ini akan direkam atas ijin partisipan dan selanjutnya akan 
ditranskrip untuk data analisis. dan 

2) menyediakan dokumen yang relevan terkait dengan pertanyaan wawancara.  

Partisipasi dalam riset ini adalah sepenuhnya sukarela dan partisipan berhak, tanpa ada sanksi, 
menolak berpartisipasi atau menarik diri dari partisipasi kapan pun tanpa perlu memberikan 
penjelasan, atau menolak menjawab suatu pertanyaan.  

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.  

Kerahasiaan  
Hanya peneliti yang memiliki akses atas informasi individu yang disampaikan partisipan. Privasi 
dan kerahasiaan partisipan dijamin setiap waktu. Hasil riset mungkin dipresentasikan dalam suatu 
konferensi dan ditulis untuk publikasi. Namun, dalam semua publikasi tersebut, privasi dan 
kerahasiaan individu akan dilindungi.  
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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.  

Anonimitas  
Semua laporan dan publikasi riset tidak mengandung satu pun informasi yang dapat 
mengidentifikasi perseorangan dan semua informasi akan disimpan dengan tingkat kerahasiaan 
tertinggi.  

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 years period after which it 
will be destroyed according to university protocols.  

Penyimpanan Data  
Informasi yang diperoleh akan disimpan secara aman dalam suatu komputer yang ber-kata sandi 
sepanjang masa proyek ini dan selanjutnya disimpan di University of Canberra selama periode lima 
tahun yang disyaratkan, untuk selanjutnya akan dihancurkan sesuai dengan ketentuan universitas.  

Ethics Committee Clearance  
The project has been approved by the Human Research Ethics Committee of the University (project 
number: 20181549).  

Persetujuan Komite Ethic  
Riset ini telah disetujui oleh Human Research Ethics Committee of the University (nomor proyek: 
20181549).  

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 6201 5220, Ms 
Maryanne Simpson via phone 02 6206 3916 or email humanethicscommittee@canberra.edu.au.  

If you would like to know guidance on the questions you can ask about your participation, please refer 
to Participants’ Guide located at http://www.canberra.edu.au/ucresearch/attachments/pdf/a-
m/Agreeing-to-participate-in-research.pdf 

Pertanyaan dan Perhatian  
Pertanyaan dan hal-hal yang menjadi perhatian berkaitan dengan riset ini dapat diarahkan kepada 
peneliti dan/atau pembimbing. Detail kontak mereka ada di bagian atas formulir ini. Anda juga dapat 
menghubungi University of Canberra’s Human Research Ethics & Integrity Unit, Mr Hendryk 
Flaegel melalui telephone +61 2 6201 5220, Ms Maryanne Simpson melalui telephone +61 2 6206 
3916 atau email humanethicscommittee@canberra.edu.au.  

Jika Anda ingin mengetahui lebih lanjut mengenai beberapa petunjuk atas pertanyaan yang dapat Anda 
ajukan mengenai partsipasi Anda, silahkan merujuk ke the Participants’ Guide di 
http://www.canberra.edu.au/ucresearch/attachments/pdf/a-m/Agreeing-to-participate-in-research.pdf
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Appendix 9 Trend of PSA Financial Freedom 2005–2016 

 

Source: Wahyuni, A. (2019, January).  Pengelolaan badan layanan umum: 
perkembangan, capaian serta penguatan peraturan dan kelembagaan, slides presented at the 
Workshop of Financial Management of Public Service Agency: Opportunies and Challenges, 
Jakarta, Indonesia. 

 

 

 

 

2013 2014 2015 2016 2017 

- Reve nue - Spe nding 

Contribution of PSA Revenue to the National Figure 

2013 2014 2015 2016 2017 

6,9% 7,4% 13,8% 16,0% 15,2% 

Contribution of PSA Spending to the National Figure 

2013 2014 2015 2016 2017 

1, 7% 1,8% 1,8% 3,3% 3,2% 


