
The role of the state in The role of the state in 
(economic) development :(economic) development :

1. the provision of infrastructure;1. the provision of infrastructure;

2. the regulation of the economy through, 2. the regulation of the economy through, 
for example, monetary, fiscal, and tax for example, monetary, fiscal, and tax 
policies, or through licensing; policies, or through licensing; policies, or through licensing; policies, or through licensing; 

3. the accumulation of capital through 3. the accumulation of capital through 
direct involvement in the process of direct involvement in the process of 
production, that is, the establishment production, that is, the establishment 
of state enterprises;of state enterprises;

4. the advancement of the private 4. the advancement of the private 
interests of state officials".interests of state officials".



►►The state plays out these various aspects The state plays out these various aspects 
of its role through the instrumentality of of its role through the instrumentality of 
bureaucracy, agencies, institutions, bureaucracy, agencies, institutions, 
leaders and elitesleaders and elites

►►In order for the government to take a role In order for the government to take a role 
in regional development, it is important for in regional development, it is important for in regional development, it is important for in regional development, it is important for 
it to have an institution or organization it to have an institution or organization 
which is able to maintain the development which is able to maintain the development 
process.process.



4 interrelated factors that affect 4 interrelated factors that affect 
regional development performance.regional development performance.

1. individual aspects : technical skills,     1. individual aspects : technical skills,     
values, attitudes and beliefs of individuals values, attitudes and beliefs of individuals 
within the society,within the society,

2. environmental aspects such as 2. environmental aspects such as 2. environmental aspects such as 2. environmental aspects such as 
sociopolitical structure,sociopolitical structure,

3. the availability of resources which 3. the availability of resources which 
generates innovative ideas and program, generates innovative ideas and program, 

4. institutional aspects as an engine of 4. institutional aspects as an engine of 
development.development.



►► Institutional machinery provide the channel through which Institutional machinery provide the channel through which 
various regional development ends are accomplished:various regional development ends are accomplished:
�� relevant societal issues and priorities are articulated; relevant societal issues and priorities are articulated; 
�� shortshort--term and longterm and long--term plans are formulated; term plans are formulated; 
�� regional development projects are implemented; regional development projects are implemented; 
�� people are involved in specific activities undertaken by people are involved in specific activities undertaken by 
the government;the government;

�� the planning and implementation processes are the planning and implementation processes are 
integrated.integrated.

►► The creation of local government, does not mean that the The creation of local government, does not mean that the ►► The creation of local government, does not mean that the The creation of local government, does not mean that the 
central government looses its power to the regions, simply central government looses its power to the regions, simply 
because most of the development funds and planning because most of the development funds and planning 
responsibilities are still in the hands of central government. responsibilities are still in the hands of central government. 

►► There is a tendency for some scholars for examples There is a tendency for some scholars for examples 
Rondinelli, Cheema to cope with the weaknesses of Rondinelli, Cheema to cope with the weaknesses of 
centralized type of development, and to come to the centralized type of development, and to come to the 
conclusion that there is a need to decentralize the conclusion that there is a need to decentralize the 
development processdevelopment process



►►The idea of decentralization arose from The idea of decentralization arose from 
dissatisfaction with other regional development dissatisfaction with other regional development 
approaches  such as the growth centre approaches  such as the growth centre 
approach. approach. 

►►Decentralization arguments emerging in the Decentralization arguments emerging in the 
1950s and 1960s, and rediscovered again in the 1950s and 1960s, and rediscovered again in the 
midmid--1970s, stressed basic needs, growth with 1970s, stressed basic needs, growth with 
equity and the 'small is beautiful' approach. equity and the 'small is beautiful' approach. 

►►There are many reasons for decentralization:There are many reasons for decentralization:►►There are many reasons for decentralization:There are many reasons for decentralization:
�� decentralization can mean giving more power and decentralization can mean giving more power and 
responsibility in planning implementation to a local responsibility in planning implementation to a local 
government, government, 

�� shifting political and administrative functions from shifting political and administrative functions from 
central level to local level (promoting participation central level to local level (promoting participation 
and efficiency).and efficiency).



Rondinelli and Cheema (1983:18) Rondinelli and Cheema (1983:18) 
define decentralization asdefine decentralization as

the transfer of planning, decision making, the transfer of planning, decision making, 
or administrative authority from the or administrative authority from the 
central government to its field central government to its field 
organizations, local administrative units, organizations, local administrative units, organizations, local administrative units, organizations, local administrative units, 
semisemi--autonomous and parastatal autonomous and parastatal 
organizations, local government, or organizations, local government, or 
nongovernmental organizationsnongovernmental organizations



Rondinelli and Cheema (1983) divide Rondinelli and Cheema (1983) divide 
decentralization into four formsdecentralization into four forms

1.1.Deconcentration, that is, limited transfer of Deconcentration, that is, limited transfer of 
workload from the central government to the workload from the central government to the 
field office. This form does not give the authority field office. This form does not give the authority 
to plan, decide or manage to the field office.to plan, decide or manage to the field office.
�� However, some people argue that the services which However, some people argue that the services which 

are provided to the local people are thus brought are provided to the local people are thus brought 
�� However, some people argue that the services which However, some people argue that the services which 

are provided to the local people are thus brought are provided to the local people are thus brought 
closer to them. closer to them. 

�� In Indonesia, deconcentration has been implemented In Indonesia, deconcentration has been implemented 
from Technical Ministries to their representative from Technical Ministries to their representative 
offices at provincial level (Kanwil Tingkat I) and offices at provincial level (Kanwil Tingkat I) and 
district offices (Kanwil Tingkat II) and sometimes at district offices (Kanwil Tingkat II) and sometimes at 
subsub--district level.district level.



2. Delegation is the transfer of authority to plan 2. Delegation is the transfer of authority to plan 
and decide the specific purpose of tasks or and decide the specific purpose of tasks or 
special boundaries to an organization such as a special boundaries to an organization such as a 
public corporation or regional planning and area public corporation or regional planning and area 
development authorities. development authorities. 

•• An Economic Processing Zone authority can be An Economic Processing Zone authority can be 
accepted into this form. accepted into this form. accepted into this form. accepted into this form. 

•• have advantages compared to ordinary government have advantages compared to ordinary government 
agencies such as local government, in that they can agencies such as local government, in that they can 
make decisions more quickly, free from the red tape make decisions more quickly, free from the red tape 
of bureaucracy.of bureaucracy.



3. Devolution is the transfer of authority 3. Devolution is the transfer of authority 
and responsibility to local authorities, and responsibility to local authorities, 
and this includes the power to plan and and this includes the power to plan and 
execute the development projects and execute the development projects and 
programs, as well as financial control. programs, as well as financial control. 

�� the local government in Indonesia can the local government in Indonesia can �� the local government in Indonesia can the local government in Indonesia can 
perform this type of decentralization perform this type of decentralization 
(according to Law No. 22 of 1999)(according to Law No. 22 of 1999)



4. Transfer of government function of some 4. Transfer of government function of some 
planning and administrative responsibility planning and administrative responsibility 
to nongovernmental institutions. to nongovernmental institutions. 

�� This can mean debureaucratization (allowing This can mean debureaucratization (allowing 
decisions to be made in those institutions) decisions to be made in those institutions) 
and privatisation (shifting responsibility for and privatisation (shifting responsibility for and privatisation (shifting responsibility for and privatisation (shifting responsibility for 
producing goods and services to private producing goods and services to private 
organizations).organizations).



5 reasons for centralization in 5 reasons for centralization in 
developing countriesdeveloping countries

►► centralization for nation building (most centralization for nation building (most 
developing countries are newly independent developing countries are newly independent 
countries, so political and economic control is countries, so political and economic control is 
usually in the  national interest); usually in the  national interest); 

►►weak democracy (which means rule by weak democracy (which means rule by 
authoritarian governments); authoritarian governments); authoritarian governments); authoritarian governments); 

►► low social spending (other than military low social spending (other than military 
spending); spending); 

►► urban bias (social spending for prestigious forms urban bias (social spending for prestigious forms 
of service delivery concentrated in urban areas); of service delivery concentrated in urban areas); 

►► foreign aid (which is the responsibility of central foreign aid (which is the responsibility of central 
government to negotiate and repay).government to negotiate and repay).



►►It is not very clear from previous studies It is not very clear from previous studies 
that decentralization is the best alternative that decentralization is the best alternative 
for development. for development. 

►►There many studies also indicated that There many studies also indicated that 
centralized control can produce centralized control can produce 
appropriate goods and services for the appropriate goods and services for the appropriate goods and services for the appropriate goods and services for the 
people. people. 

►►It depends on the conditions and the It depends on the conditions and the 
environment in which centralization or environment in which centralization or 
decentralization have taken placedecentralization have taken place



Werlin (1991) :Werlin (1991) :

there is no best way of organizing, they will there is no best way of organizing, they will 
say, sometimes adding: 'no best policy, say, sometimes adding: 'no best policy, 
approach, or technology.' approach, or technology.' 

As evidence, they can point to the fact that As evidence, they can point to the fact that 
centralized hierarchical organizations have centralized hierarchical organizations have 
no greater probability of success than no greater probability of success than 
fragmented or decentralized ones fragmented or decentralized ones 



Wunsch (1991) came into the Wunsch (1991) came into the 
conclusion that:conclusion that:

most studies shows the "centralized, most studies shows the "centralized, 
hierarchical, bureaucratic administrative hierarchical, bureaucratic administrative 
model has failed". Moreover, centralization, model has failed". Moreover, centralization, 
has not been satisfactory in producing goods has not been satisfactory in producing goods has not been satisfactory in producing goods has not been satisfactory in producing goods 
and services, simply because the plan, and services, simply because the plan, 
design and management are not at local design and management are not at local 
level, therefore did not fit for local level, therefore did not fit for local 
conditions.conditions.



On the other hand, WuncshOn the other hand, Wuncsh

►► also concluded from the previous studies that also concluded from the previous studies that 
decentralization can produces good as well as bad decentralization can produces good as well as bad 
performanceperformance

►►He critized that most of the studies did not He critized that most of the studies did not 
produce an alternative design for the failure of produce an alternative design for the failure of 
decentralization to remedy administrative decentralization to remedy administrative 
produce an alternative design for the failure of produce an alternative design for the failure of 
decentralization to remedy administrative decentralization to remedy administrative 
problems. problems. 

►►He argues that the previous decentralization He argues that the previous decentralization 
studies do not have a theory to explain when, how studies do not have a theory to explain when, how 
and why to decentralize, therefore there is no and why to decentralize, therefore there is no 
impact on existing administrative systems and impact on existing administrative systems and 
limited and inadequate changelimited and inadequate change



(Wunchs, 1991):(Wunchs, 1991):

"decentralization efforts have not "decentralization efforts have not 
significantly expanded participation, significantly expanded participation, 
improved project effectiveness or improved project effectiveness or 
efficiency, increased orientation to rural efficiency, increased orientation to rural 
needs and wants, expanded financial needs and wants, expanded financial needs and wants, expanded financial needs and wants, expanded financial 
support for local projects and services by support for local projects and services by 
rural dwellers, reduced central costs or rural dwellers, reduced central costs or 
(much less) redistributed wealth, status or (much less) redistributed wealth, status or 
power to the rural areas"power to the rural areas"



Wuncsh argues:Wuncsh argues:

administration and administrative administration and administrative 
performance have been repeatedly performance have been repeatedly 
misanalyses as primarily organizational misanalyses as primarily organizational 
level issues, and this has led to reactions level issues, and this has led to reactions level issues, and this has led to reactions level issues, and this has led to reactions 
which were ineffective in discerning which were ineffective in discerning 
exactly why underperformance occurred exactly why underperformance occurred 
and what might be done to improve and what might be done to improve 
performance performance 



5 reasons why organizational analysis became a 5 reasons why organizational analysis became a 
problem for administration reform in developing problem for administration reform in developing 

countries:countries:

1. the ignoring of variations in organizations as well 1. the ignoring of variations in organizations as well 
as in goods and services,as in goods and services,

2. the holistic approach of organizational analysis, 2. the holistic approach of organizational analysis, 
3. the tendency to overlook regulations, laws and 3. the tendency to overlook regulations, laws and 

other external conditions of organizations,other external conditions of organizations,other external conditions of organizations,other external conditions of organizations,
4. little internal consistency and coherence of 4. little internal consistency and coherence of 

organizations,organizations,
5. the dominance of the centralized5. the dominance of the centralized--hierarchical hierarchical 

bureaucratic model in the Third World, so that bureaucratic model in the Third World, so that 
there are no examples of diversity of there are no examples of diversity of 
organizational forms in developed countries.organizational forms in developed countries.



To analyze an institution, Wuncsh To analyze an institution, Wuncsh 
suggest 3 important things:suggest 3 important things:

1. the individual factor, "what individuals 1. the individual factor, "what individuals 
are key to the production and fruitful use are key to the production and fruitful use 
of a given good or service?"of a given good or service?"

2. the characteristic of services and goods 2. the characteristic of services and goods 2. the characteristic of services and goods 2. the characteristic of services and goods 
and the production process, and the production process, 

3. the institutional arrangements.3. the institutional arrangements.



At the times 'decentralization will indeed be At the times 'decentralization will indeed be 
needed: in local governments, privateneeded: in local governments, private--
voluntary organizations, the market, and voluntary organizations, the market, and 
other small and scattered units. However, other small and scattered units. However, 
equally so, key functions will probably equally so, key functions will probably 
remain in centralized institutions, these remain in centralized institutions, these remain in centralized institutions, these remain in centralized institutions, these 
might include enforcing contracts, might include enforcing contracts, 
stabilizing the currency, managing a capital stabilizing the currency, managing a capital 
market, integrating intermarket, integrating inter--regional regional 
infrastructure systems, and the likeinfrastructure systems, and the like



2 essentials for an effective organizational 2 essentials for an effective organizational 
form for regional (economic) development form for regional (economic) development 

(Blakely (1989)(Blakely (1989)

1.1. authority (the legitimate power to act on behalf authority (the legitimate power to act on behalf 
of the local government, community, unions, of the local government, community, unions, 
businesses, and other constituent groups); businesses, and other constituent groups); 

2.2. resources (staff, financial access, technical resources (staff, financial access, technical 
assistance, information, and other resources assistance, information, and other resources assistance, information, and other resources assistance, information, and other resources 
required by local economic and employment required by local economic and employment 
development projects and programs) to development projects and programs) to 
undertake research, information provision, undertake research, information provision, 
marketing, and coordinating of activities marketing, and coordinating of activities 
That the effective institutional arrangement also That the effective institutional arrangement also 
depends on the size and level of the community depends on the size and level of the community 
in relation to economic development. in relation to economic development. 



Institutional effectiveness for regional Institutional effectiveness for regional 
development (Cheema, (1981) states:development (Cheema, (1981) states:

institutional capability, implies the capacity institutional capability, implies the capacity 
of national, regional and subregional or local of national, regional and subregional or local 
level administrative structure as well as nonlevel administrative structure as well as non--
governmental and semigovernmental and semi--governmental governmental 
organizations to optimize economic organizations to optimize economic 
governmental and semigovernmental and semi--governmental governmental 
organizations to optimize economic organizations to optimize economic 
resources and human skill utilization in the resources and human skill utilization in the 
process of development acceleration within process of development acceleration within 
the society through consideration of spatial the society through consideration of spatial 
and distributive dimensions". and distributive dimensions". 



6 components of institutional 6 components of institutional 
capability (Cheema,1981) :capability (Cheema,1981) :

1.1. Coordination (vertical and horizontal),Coordination (vertical and horizontal),

2.2. The decentralization to the regional level  (in The decentralization to the regional level  (in 
functions and finance),functions and finance),

3.3. The cooperation within the society (government The cooperation within the society (government 3.3. The cooperation within the society (government The cooperation within the society (government 
and other nonand other non--government institutions),government institutions),

4.4. The capacity of the administrative system,The capacity of the administrative system,

5.5. The procedure system, The procedure system, 

6.6. The structure of personnel.The structure of personnel.


