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Chapter Six 

Conclusions, Research Contributions 

and Further Studies 

Based on the frameworks and model developed in Chapter Two, this 

research has demonstrated that Leviathan government behavior is the 

results of interactions among three different institutional settings, namely 

social, political and fiscal settings. As shown in Chapter Five, Leviathan 

government could arise as the fiscal institutional setting created flypaper 

effect or vertical fiscal imbalance and free-rider issues, personal rulership 

patrimonial value dominated the value structure in the social institutional 

setting and the political institution failed to produce accountable government. 

The implication is that addressing Leviathan government behavior required a 

holistic approach that covers all three institutional settings simultaneously.  

Furthermore, regional proliferation has failed to discipline the 

government to demonstrate Leviathan government behavior. Since factors of 

production are not mobile, the proliferation fails to promote regional 

competitions and, hence, government efficiency. The absent of regional 

competitions combined with the institutional issues explained above lead to 

government inefficiency as demonstrated by increasing government size 

above the optimum level. Since part of the government spending comes from 

collecting taxes and/or charges and this research confirms that revenues 

collected from these sources tend to increase, Leviathan government 

behavior arises. 
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This research uses abductive ontological view where quantitative is 

the primary inquiry and a small part of qualitative research as the secondary 

inquiry. As such, it uses explanative inquiry by developing an econometric 

model to describe the interactions. A cross-sectional data on 243 local 

governments in 2007 were used to test the model. The contribution of this 

research is to propose an expanded analysis on the way Leviathan behavior 

should be understood. It is argued that the regional specific issues such as 

the absent of regional competition, the fiscal structure of the local 

governments, the social values and the political system can shed some light 

to understand the reasons fiscal federalism policy might fail to deliver 

expected results. 

The contribution of this research is to propose an expanded analysis 

on the way Leviathan behavior should be understood. These regional specific 

issues include:  

 the absence of regional competition that can be inferred by looking 

at the factors that might encourage regional proliferation. This 

factor is related to the design of the inter-regional fiscal transfer 

which provides fiscal incentive for regional proliferation. The 

incentive is attached to the hold-harmless provision and the 

transfer of funds to cover the salary of the local government 

employees. 

 the regional proliferation that fails to promote regional competition 

due to the absent of mobility of factors of production. As a result, 

the proliferation cannot discipline regions to impose lower taxation 
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and/or charges but, at the same time, promote good quality public 

services provision.  

 the fiscal structure of the local governments which is highly 

dependent on the inter-regional fiscal transfer from the central 

government. The non-formula component of the block grant or 

DAU, namely the hold-harmless provision and the funds 

transferred to cover the local government employees, encourages 

the local governments to be overstaffed and spending beyond their 

own fiscal capacity. This situation contributes to the increase in 

government size beyond the optimal level. 

 the social values which are dominated by personal rulership 

partrimonialism also contribute to the increase in government size 

beyond the optimum level. In this research, the values are 

represented by the high transaction costs which tended to increase 

after 2007. At the local level, this value contributes to the practice 

of politico-bureaucrat-business symbiosis which remains post the 

New Order regime.  

 the political system that fails to produce accountable government. 

This research confirms that direct voting mechanism is not 

sufficient to promote accountable government if the constituents do 

not demonstrate instrumental voting behavior or casting their votes 

based on the performance of the candidates during general 

election.  

These institutional settings can shed some light to understand the 

reasons fiscal federalism policy might fail to deliver expected results. 
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6.1 LIMITATIONS OF THE RESEARCH 

As explained in Chapter Three, aggregative data to measure the 

social and political institutional settings were not available at the time this 

research was conducted. As a result, this research used proxies to measure 

those variables based on the aggregative data available at the time the 

model was developed and estimated. This decision is not without any risk. 

The selected proxies might not be suitable to measure those variables. 

When this situation arises, the estimated model might be biased. For these 

reasons, this research used multiple-research inquiries to minimize the risk. 

The descriptive inquiry presented in Chapter Four is used as a reference to 

cross-check the results obtained from the explanative inquiry in Chapter Five. 

While it is not possible to develop a model that can perfectly explain the 

phenomena under study, the risk will likely to be minimized when the results 

of analysis derived from both inquiries are not in contradictory and the model 

was developed on a solid theoretical frameworks. 

Another risk is the used of econometrics in the analysis. As 

demonstrated in Chapter Five, econometrics requires aggregative data. As a 

result, the analysis derived from the estimated model does not explain 

individual regional behavior. The implication is that while designing a public 

policy usually based on aggregative data, some degree of customization is 

also necessary to increase the effectiveness of the policy. This situation 

indicates that the model should not be used as the only source of information 

in designing a public policy. Rather it also requires some micro-level data that 

explain individual region institutional settings that represented some degrees 

of customization in the design.  
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6.2 RESEARCH CONTRIBUTIONS TO PUBLIC POLICY 

PROPOSALS AND PUBLIC ECONOMICS LITERATURE  

The model that has been developed in this research provides a basis 

for a government to develop a systemic approach for public policy 

intervention. The exogenous variables in the model (see Section 3.2) 

represent the channel for policy interventions for the purpose of promoting 

more efficient government. These variables spread across three institutions 

in the model. As a result, policy proposals by intervening these exogenous 

variables affect the performances of these institutions.  

The first policy proposal is concerned with the fiscal institutional 

setting. The current structure has created flypaper effect and free-rider 

issues. The flypaper effect encouraged the local government to collect more 

revenues from local taxes and charges. Many of these new taxes and levies 

do not follow the guidelines on local taxes and levies provided by the central 

government. As a result, many of them have been cancelled by the central 

government.  

Modifying the reward on local-own source revenues as described in 

Section 2.1.1 to also include the compliance of the new local taxes and levies 

on the guidelines is a proposal on reducing flypaper effect and free-rider 

behavior. While the new law has provided a form of penalty on this issue, 

providing additional support such as training programs to the local 

governments to understand the guidelines and to use them to design the 

correct local taxes and levies is necessary. However, tax compliance would 

not be sufficient to reduce flypaper effect and restrain free-rider behavior 

provided that the contribution of the Balance Funds arrangements to the total 

local government revenue remains dominant. This calls for a modification of 
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the transfer arrangements by returning larger portion of revenue sharing to 

the local government.  

The second policy proposal is modifying the pool of the fiscal transfer 

to eliminate common pool problem. Currently, the fiscal common pool is the 

central government budget. This situation has created free-rider issue that 

encourage regional proliferation without considering fiscal capacity of the 

new regions. While there are other factors that encourage regional 

proliferation in Indonesia (see Section 4.1.1), modifying the fund pool so that 

proliferation will affect the allocation of the fund to the parent regions might 

contribute to a reduction in the problem.  

The third policy proposal concerns with the standardization of public 

services provisions to encourage some degree of factors mobility across 

regions. The absence of mobile factors of production has made regional 

proliferation fails to discipline the local governments from demonstrating 

Leviathan government behavior. While encouraging perfect factors mobility is 

not possible due to some issues stated by respondents, some degree of 

mobility is necessary to constrain Leviathan government behavior. 

Encouraging the local governments to improve public service provisions 

based on the standard provided by the central government is necessary. 

While the Indonesian government through the Ministry of Home Affair has 

clearly understood that to have standard public service provision is important, 

determining the standard is not an easy task. This issue is beyond the scope 

of this research.  

The fourth policy proposal is political education for the constituents. 

This research also demonstrates that Leviathan government behavior 
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intensifies as the constituents fail to function as social and political control 

agents. The expressive voting behavior demonstrated by the constituents 

during election time and strong patrimonial rulership value in the society 

support the argument. These factors contribute to public accountability issue. 

Furthermore, this issue is partly contributed by the society.  

This situation calls for the need to redefining the long-term political 

education to encourage the society to understand their responsibility as 

citizens and to take part as social and political control agents. The education 

should reach both the young Indonesians through the school system as well 

as adults. The changes in the curricula at all levels of eduction to address 

this issue are inevitable. In addition, creating social capital by encouraging 

the citizens to engage in civic organizations and/or community services is 

also necessary. The government can take part in creating the capital by 

providing the opportunity and spaces including neighborhood community 

centers and public libraries where people can exchange information and 

become aware of social issues around them.  

The model has shown an expanded scope of fiscal federalism theory 

to include country specific issues. These issues apply to a situation where 

the assumptions of the theory are not fulfilled or the social and political 

institutional settings are different from those in the countries where the 

framework was originally introduced. In this research, the regionally specific 

issues include the absence of regional competition to attract factors of 

production, the social values dominated by patrimonial rulership values and 

the expressive voting behavior of the constituents. By understanding the 
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institutional setting in a particular country, this research confirms that fiscal 

federalism can give different results when it applies in different countries. 

Another contribution to the fiscal federalism theory is to test Leviathan 

government behavior based on the Brennan-Buchanan hypothesis. This 

research confirms the hypothesis is based on the assumption that the 

government spending is fully financed by taxes. However, if the spending is 

also financed by other sources such as the inter-regional fiscal transfer, then 

the Brennan-Buchanan hypothesis testing for Leviathan government 

behavior cannot be applied. The alternative hypothesis uses in this research 

also accounts for the transfer received by the local government. By 

accounting for all revenues received by the local government, this research 

confirms Leviathan government behavior in Indonesia. 

6.3 FURTHER STUDIES 

As the scope of fiscal federalism literature has been expanded, the 

challenge is to identify how to incorporate the issues into the economic 

modelling. The mobility factors of production in jurisdictional competition, 

social values system that match the society where fiscal federalism was 

originally formulated and instrumental voting behavior in a democratic system 

cannot be assumed. These issues should be tested in the model. Since this 

requires a multidisciplinary approach, the challenge is to identify the proxies 

to measure aggregative social and political variables that traditionally 

external to economics. 

This research confirms the importance of social capital as an 

instrument to influence the constituents’ voting behavior to promote 
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accountable government during election time. However, further research is 

required to understand the way or the mechanism social capital affects voting 

behavior of the constituents in Indonesia. Furthermore, it also proposes the 

role of government leadership to create an environment where social capital 

can thrive. This environment represented by the public policy proposed and 

implemented by the government. However, similar to the above case, further 

research to understand the link between the government and the 

accumulation of social capital in Indonesia is required. This might shed some 

light to understand the link between welfare state and social capital in 

promoting democracy in Indonesia.  

In addition, this research also establishes the role of values as one of 

the contributing factors in stimulating Leviathan government behavior in 

Indonesia. While the model uses in this research indicates that the values 

system, in this case the personal rulership patrimonialism, affects 

government size and this research argues that the system was inherited from 

the Dutch colonial time, it does not explain the reason that this system 

remains in practice long after the colonial time is over. This leaves room for 

further research to understand the reasons that this value continues in 

practice post-colonial time and to design a policy to constrain the practice.  

This research also identifies other policies required to constrain 

Leviathan government behavior including proposing a standard public service 

provision and political education for the Indonesians to understand their 

political rights and obligations as citizens, particularly as social and political 

control agents. These open up some areas for further studies including 

setting-up the standard of public service quality, designing curricula for all 
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levels of eduction and designing public policies to encourage citizens to be 

engaged in civic organizations and community services.  

A small group of people such as those members of the Chamber of 

Commerce and Industry in Bandung Province indicates their attempt to break 

from the value. While the number of participants is too small to represent the 

behavior of the Indonesia population, their efforts to exercise their voice 

rights by using their organization as the channel indicates the attempt. This is 

the form of strengthening social capital in a network. This also opens an area 

for further study to understand if there is a beginning of an institutional 

adjustment process toward progressive social change in Indonesia by looking 

at the way social capital grows in the society. It is also interesting to identify 

the voting behavior of these people, namely if they tend to vote instrumentally 

rather than expressively during the general election time. This voting 

behavior is also another factor that can promote progressive institutional 

change. 

Finally, this research attempts to expand the scope of economics 

analysis to other areas such as political science and sociology. The basic 

methodology that used in this research was economics methodology which is 

different from both political science and sociology. As the research proceeds, 

the challenge is to identify common variables that served as the channel to 

link all these three disciplines together in developing the framework to 

highlight the overlap areas of three different institutional settings as 

demonstrated by the extent these settings simultaneously determine the 

efficiency level of government operation.  
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Another challenge is to identify the proxies to measure variables that 

are external to economics so that the impact of non-economic factors can be 

identified and analysed by using economics methodology. This research is a 

small contribution to understand the phenomenon of Leviathan government 

behavior in Indonesia by using three different perspectives. Nevertheless, it 

demonstrates that interdisciplinary approach to understand a phenomenon is 

possible. 



| 251 
 

Bibliography 
 

Adamovich, I. B., & Hosp, G. (2003). Fiscal Federalism for Emerging 
Economies: Lessons from Switzerland? Publius, 33 (1), 1-21. 

Agrawal, A., & Ribot, J. (1999). Accountability i: A Framework with South 
Asian and West African Casees. Journal of Developing Areas, 33, 
473-502. 

Alm, J., Aten, R. H., & Bahl, R. (2001). Can Indonesia Decentralise 
Sucessfully? Plans, Problems and Prospects. Bulletin of Indonesian 
Economic Studies, 37 (1), 83–102. 

Ama, K. K. (2011, April 11). Utang Pemda Makin Perparah Kemiskinan TTU. 
Retrieved Oct 12, 2011, from Kompas.com: 
http://nasional.kompas.com/read/2011/04/11/04011125/ 

Ashby, N. J. (2007). Economic Freedom and Migration Flows between U.S. 
States. Southern Economic Journal, 73 (3), 677–697. 

Badan Pusat Statistik. (2008). Perkembangan Beberapa Indikator Utama 
Sosial-Ekonomi Indonesia, . Oktober, Jakarta: BPS. 

Badan Pusat Statistik. (2009). Statistik Keuangan Pemerintah Daerah 
Provinsi, 2005-2008. Jakarta: BPS. 

Banathy, B. H. (1996). Design as a multidimensional inquiry. In Designing 
social system in a changing world (pp. 155-219). New York: Plenum 
Press. 

Banathy, B. H. (1996). What is design? Why do we need it? In Designing 
social systems in a changing world (pp. 11-47). New York: Plenum 
Press. 

BAPPENAS-UNDP. (2008). Evaluation of the Proliferation Administrative 
Region in Indonesia, 2001-2007. Jakarta: Building and Reinventing 
Decentralised Governance. 

Barro, R. (1990). Government Spending in a Simple Model of Endogeneous 
Growth. Journal of Political Economy, 98 (S5), 103-125. 

Blanchard, O., & Shleifer, A. (2001). Federalism With and Without Political 
Centralization: China versus Russia. IMF Staff Papers, 48, 171-179. 

Blunt, P., Turner, M., & Lindroth, H. (2012). Patronage's Progress in Post-
Soeharto Indonesia. Public Administration and Development, 32, 64-
81. 

Borghers, E. &. (2012). Statistics - Econometrics - Forecasting. Retrieved 
April 25, 2012, from Office for Research Development and Education: 
www.wessa.net 



| 252 
 

Brennan, G., & Buchanan, J. M. (1980). Natural Government: A Model of 
Leviathan. In The Power to Tax: Analytical Foundations of a Fiscal 
Constitution. New York: Cambridge University Press. 

Brennan, G., & Hamlin, A. (1998). Expressive Voting and Electoral 
Equilibrium. Public Choice, 149-175. 

Brown, R. A. (2006). Indonesian Corporations, Cronyism, and Corruption. 
Modern Asian Studies, 40 (4), 953-992. 

Buchanan, J. (1980). Rent-seeking and Profit-seeking. In J. Buchanan, R. D. 
Tollison, & G. Tullock, Toward the Theory of the Rent-seeking Society. 
College Station: Taxes A&M University Press. 

Bush, P. D. (1983). An Exploration of the Structural Characteristics of a 
Veblen-Ayres-Foster Defined Institutional Domain. Journal of 
Economic Issues, XVII (1), 35-66. 

Bush, P. D. (1989). The Concept of "Progressive" Institutional Change and 
Its Implications for Economic Policy Formation. Journal of Economic 
Issues, XXIII (2), 455-464. 

Ciscel, D. H., & Carroll, T. M. (1980). The Determinants of Executive 
Salaries: An Econometric Survey. Review of Economics and Statistics, 
61 (1), 7-13. 

Coase, R. H. (1937). The Nature of the Firm. Economica, 4 (16), 386-405. 

Coleman, J. S. (1988). Social Capital in the Creation of Human Capital. 
American Journal of Sociology, 94, S95-S120. 

Conybeare, J. A. (1982). The Rent-Seeking State and Revenues 
Diversification. World Politics, 35 (1), 25-42. 

Corbett, D. C. (1992). Accountability and Ethics. In D. Corbett, Australian 
Public Sector Management (pp. 191-220). St Leonards, NSW, 
Australia: Allen & Unwin Pty Ltd. 

Craw, M. (2008). Taming the Local Leviathan: Institutional and Economic 
Constraints on Municipal Budgets. Urban Affairs Review , 43 (5), 663-
690. 

Cribb, R. (2011). A system of exemptions: historicizing state illegality in 
Indonesia. In E. Aspinall, & G. van Klinken, The State and Illegality in 
Indonesia (pp. 31-44). Leiden: KITLV Press. 

Crouch, H. (1979). Patrimonialism and Military Rule in Indonesia. World 
Politics, 31 (4), 571-587. 

De Witte, K., & Moesen, W. (2009). Sizing the Government. Retrieved Nov 
18, 2011, from Munich Personal RePEc Archive: http://mpra.ub.uni-
muenchen.de/14785/1/MPRA_paper_14785.pdf 

Demzets, H. (1972). Production, Information Costs and · Economic 
Organization, American Economic Review. American Economic 
Review, 62 (5), 777-795. 



| 253 
 

Departemen Keuangan Republik Indonesia. (2000). Nota Keuangan dan 
Rancangan Anggaran Pembelanjaan Negara Tahun Anggaran 2000: 
Periode 1 Aptil s.d. 31 Desember 2000. Jakarta: Departemen 
Keuangan Republik Indonesia. 

Departemen Keuangan Republik Indonesia. (1999). Nota Keuangan dan 
Rancangan Anggaran Pendapatan dan Belanja Negara Tahun 
Anggaran 1999/2000. Jakarta: Departemen Keuangan Republik 
Indonesia. 

Departemen Keuangan Republik Indonesia. (2001). Nota Keuangan dan 
Rancangan Anggaran Pendapatan dan Belanja Negara Tahun 
Anggaran 2001. Jakarta: Departemen Keuangan Republik Indonesia. 

Departemen Keuangan Republik Indonesia. (2002). Nota Keuangan dan 
Rancangan Anggaran Pendapatan dan Belanja Negara Tahun 
Anggaran 2002. Jakarta: Departemen Keuangan Republik Indonesia. 

Departemen Keuangan Republik Indonesia. (1979). Nota Keuangan dan 
RAPBN Tahun 1979/1980. Jakarta: Departemen Keuangan Republik 
Indonesia. 

Departemen Keuangan Republik Indonesia. (1992). Nota Keuangan dan 
RAPBN Tahun 1992/1993. Jakarta: Departemen Keuangan Republik 
Indonesia. 

Dugger, W. (1990). The New Institutionalism: New but Not Institutionalist. 
Journal of Economic Issues, XXIV (2), 423-431. 

Evaquarta, R. (2010). Corupting Politics. Retrieved Mar 17, 2010, from Inside 
Indonesia: http://www.insideindonesia.org 

Fane, G. (2003). Change and Continuity in Indonesia's New Fiscal 
Decentralisation. Bulletin of Indonesian Economic Studies, 39 (1), 159-
176. 

Fesler, J. (1968). Centralization and Decentralization. In D. Sills, International 
Encyclopedia of the Social Science (pp. 370-379). New York: 
Macmillan. 

Field, J. (2008). Social Capital. New York: Routledge. 

Fitrani, F., Hofman, B., & Kaiser, K. (2005). Unity in Diversity? The Creation 
of New Local Governmnets in a Decentralising Indonesia. Bulletin of 
Indonesian Economic Studies, 41 (1), 57–79. 

Foster, F. J. (1981). The Fundmental Principles of Economics. Journal of 
Economic Issues , XV (4), 937-942. 

Gie, T. L. (1994). Pertumbuhan Pemerintahan Daerah di Negara Republik 
Indonesia. Yogyakarta: Liberty. 

Goeltom, M. (2007). Essay in Macroeconomic Policy: The Indonesian 
Experience. Jakarta: Gramedia Pustaka Utama. 



| 254 
 

Granovetter, M. (1985). Economic Action and Social Structure: The Problem 
of Embeddedness. American Journal of Sociology, 91 (3), 481-510. 

Guess, G. M. (2005). Comparative Decentralization Lessons from Pakistan, 
Indonesia, and the Philippines. Public Administration Review, 65 (2), 
217-230. 

Hadiz, V. (2001). Capitalism, Oligarchic Power and the State in Indonesia. 
Historical Materialism, 8 (1), 119-152. 

Hadiz, V. R. (2004). Decentralization and Democracy in Indonesia: A Critique 
of Neo-Institutionalist Perspectives. Development and Change, 35 (4), 
697-718. 

Hadiz, V., & Robison, R. (2005). Neo-liberal Reforms and Illiberal 
Consolidations: The Indonesian Paradox. Journal of Development 
Studies, 41 (2), 220-241. 

Hardin, G. (1968). The Tragedy of the Commons. 162 (December), 1243-
1248. 

Hardin, R. (1982). Collective action and prisoner's dilemma. In R. Hardin, 
Collective Action (pp. 16-37). Baltimore: Johns Hopkins University 
Press. 

Hidayat, S. (2009). Pilkada, money politics and the dangers of "Informal 
Governance" practices. In M. Erb, & P. Sulistiyanto, Deepening 
Democracy in Indonesia? Direct Elections for Local Leaders (Pilkada) 
(pp. 125-146). Singapore: Institute of South Asian Studies. 

Hirschman, A. (1970). Exit, Voice, and Loyalty. Cambridge: Harvard 
University Press. 

Hofman, B., & Kaiser, K. (2002, May). Can Decentralization Help Rebild 
Indonesia? Retrieved from World Bank: 
http://www1.worldbank.org/publicsector/LearningProgram/Decentraliza
tion/Hofman2.pdf 

Hughes, O. (2003). Accountability. In Public Management and 
Administration. New York: Palgrave Macmillan. 

Hunt, E. (1981). Property and prophets: the evolution of economic institutions 
and ideologies. New York: Harper & Row Publishers. 

International Monetary Fund. (1997). Indonesia Letter of Intent. Retrieved 
June 19, 2012, from International Monetary Fund Organization: 
http://www.imf.org/external/np/loi/103197.htm 

Istiandari, R. (2009). Tata Kelola Ekonomi Daerah & Kesejahteraan 
Masayarakat di Indonesia. KPPOD-Brief, May-June, 1-5. 

Jaweng, R. E. (2010b). Kerugian Triliunan Rupiah. Kompas , Jul 9, p. Hukum 
& Politik. 

Jaweng, R. E. (2011a). Mengantisipasi Gelombang Baru Pemekaran. Jurnal 
Nasional, May 12, p. 9. 



| 255 
 

Jaweng, R. E. (2010a). Politik Rusak Birokrasi Daerah. Suara Pembaruan , 
June 17, p. Politik & Hukum. 

Jaweng, R. E. (2011b). Tata Ulang Distribusi Birokrat. Retrieved January 25, 
2012, from Seputar Indonesia: http://www.seputar-
indonesia.com/edisicetak/content/view/412976/ 

Jones, R. (1994). The Citizen's Charter Programme: An Evaluation, Using 
Hirshman's Concepts of 'Exit' and 'Voice'. Review of Policy Issue, 1 
(1), 43-55. 

Jottier, D., & Heyndels, B. (2010, October 20). Does Social Capital Increase 
Political Accountability? An Empirical Test for Flemish Municipalities. 
Retrieved November 12, 2010, from Public Choice: 
http://www.springerlink.com.ezproxy.flinders.edu.au/content/128qg223
09x8x40q/fulltext.pdf 

Kementrian Keuangan Republik Indonesia. (2008). Nota Keuangan dan 
Rancangan Anggaran Pendapatan dan Belanja Negara 2008. Jakarta: 
Departement Keuangan RI. 

Kementrian Keuangan Republik Indonesia. (2009a). Nota Keuangan dan 
Rancangan Anggaran Pendapatan dan Belanja Negara 2009. Jakarta: 
Departement Keuangan RI. 

Kementrian Keuangan Republik Indonesia. (2004). Nota Keuangan dan 
Rancangan Anggaran Pendapatan dan Belanja Negara Tahun 
Anggaran 2004. Jakarta: Kemetrian Keuangan. 

Kementrian Keuangan Republik Indonesia. (2005). Nota Keuangan dan 
Rancangan Anggaran Pendapatan dan Belanja Negara Tahun 
Anggaran 2005. Jakarta: Kementrian Keuangan Republik Indonesia. 

Kementrian Keuangan Republik Indonesia. (2011). Nota Keuangan dan 
Rancangan Anggaran Pendapatan dan Pengeluaran Negara Tahun 
Anggaran 2011. Jakarta: Kementrian Keuangan Republik Indonesia. 

Kementrian Keuangan Republik Indonesia. (2009b). PDRD: Pajak Daerah 
dan Retribusi Daerah. Jakarta, Indonesia: Direktorat Jendral 
Perimbangan Keuangan. 

Kingsbury, D. (2005). Traditional and colonial influence. In D. Kingsbury, The 
Politics of Indonesia (pp. 18-37). Melbourne: Oxford University Press. 

Kirzner, I. M. (1960). The Economic Point of View. Menlo Park, California: 
Studies, Inc. 

Klimina, A. (2008). Veblenian Concept of Habit and Its Relevance to the 
Analysis of Captured Transition. Journal of Economic Issues, XLII (2), 
545-552. 

Koentjaraningrat. (1974). Kebudayaan, Mentalitas dan Pembangunan. 
Jakarta: PT. Gramedia. 

  



| 256 
 

Kompas. (2010). APDB Belum Berpihak kepada Rakyat. Retrieved June 3, 
2010, from KPPOD: 
http://www.kppod.org/index.php?option=com_jdownloads&Itemid=54&
view=view.download&catid=16&cid=286 

Kompas. (2011 , April 27). Kinerja Daerah Baru Jeblok. Retrieved June 15, 
2012, from Kompas.com: 
http://nasional.kompas.com/read/2011/04/27/02482418/Kinerja.Daera
h.Baru.Jeblok 

Koopmans, T. C. (1947, Aug). Measurement Without Theory. Review of 
Economics and Statistics, 29 (3), pp. 161-172. 

KPPOD. (n.d.). Pembatalan Peraturan Daerah oleh Pemerintah Pusat. 
Retrieved June 1, 2012, from KPPOD: 
http://www.kppod.org/index.php?option=com_content&view=article&id
=5&Itemid=9 

Lampung Post. (2012, Januari 9). Pendapatan Daerah: Pemda Terbitkan 
9.000 Perda Bermasalah. Retrieved May 28, 2012, from 
Lampungpost.com: http://www.lampungpost.com/Ragam/pendapatan-
daerah-pemda-terbitkan-9000-perda-bermasalah.html 

Lewis, B. D. (2003). Tax and Charge Creation by Regional Governments 
under Fiscal Decentralisation: Estimates and Explanations. Bulletin of 
Indonesian Economic Studies, 39 (2), 177-192. 

Lewis, B. D. (2001). The New Indonesian Equalisation Transfer. Bulletin of 
Indonesian Economic Studies, 37 (3), 325–43. 

Lewis, B. D., & Chakeri, J. (2004). Central Development Spending in the 
Regions Post-Decentralisation. Bulletin of Indonesian Economic 
Studies, 40 (3), 379-94. 

Leys, C. (1996). The rise and fall of development theory. In C. Leys, The rise 
and fall of development theory (pp. 3-44). Bloomington: Indiana 
University Press. 

Lin, T. C. (2006). The Impact of Corporation Income Tax Policy on 
Investment Expenditures: A United States Survey. International 
Journal of Management, 23 (3), 412-418. 

Matsui, K. (2003, August). Decentralization in Nation State Building of 
Indonesia. Retrieved April 4, 2012, from Institute of Developing 
Economies - Japan External Trade Organization: 
http://www.ide.go.jp/English/Publish/Download/Papers/02.html 

McLeod, R. (2000). Soeharto's Indonesia: A Better Class of Corruption. 
Agenda, 7 (2), 99-112. 

Mello, L. D. (2001). Fiscal Federalism and Government Size in Transition 
Economies: the Case of Moldova. Journal of International 
Development, 13 (2), 255-268. 

Mises, L. v. (1949). Human Action: A Treatise on Economics. New Haven: 
Yale University Press. 



| 257 
 

Mitchell, W. C. (1910). The Rationality of Economic Activity: I. Journal of 
Political Economy, 18 (2), 97-113. 

Mokoginta, I. S. (2006). Regional Public Accountability Based on the 
Decentralization Laws and Regulations in Indonesia. Discussion Paper 
No. 32. Adelaide: Centre for Development Studies, Flinders University. 

Morisson, T. (2004, July 26). What is Regionalism? What is Decentralisation? 
Lecture Notes in the topic Regionalism, Decentralisation and 
Governance (POAD 9116) at the Flinders University of South Australia 
. Bedford Park. 

Morse, J. M. (1991). Approaches to Qualitative-Qantitative Methodological 
Triangulation. Nursing Research, 40 (2), 120-123. 

Mulgan, R. (2000). Accountability: An Ever-expanding Concept? Public 
Administration, 78, 555-573. 

Musgrave, R. A. (1997). Devolution, Grants, and Fiscal Competition. Journal 
of Economic Perspectives, 11 (4), 65-72. 

Nabli, M. K., & Nugent, J. B. (1989). The New Institutional Economics and Its 
Applicability to Development. World Development, 17 (9), 1333-1347. 

Neuman, W. L. (2011). Social research methods: qualitative and quantitative 
approaches. Boston: Allyn & Bacon. 

North, D. C. (1992). Insitutions and Economic Theory. American Economist, 
36 (1), 3-6. 

North, D. C. (1991). Institutions. Journal of Economic Perspectives, 5 (1), 97-
112. 

North, D. C. (1984). Transaction Costs, Institutions, and Economic History. 
Journal of Institutional and Theoretical Economics, 140, 7-17. 

North, D. (1990). Institutions and transaction cost theory of exchange. In J. E. 
Alt, & K. A. Shepsle, Perspectives on Positive Political Economy. 
Melbourne: Cambridge University Press. 

Nugroho, R. (2010, Oct 29). Tata Kelola Pemda Masih Belum Dukung 
Pertumbuhan Ekonomi. Harian Kontan, p. 2. 

O’hara, P. A. (1997). A New Measure of Macroeconomic Performance and 
Institutional Change: The Index of Community, Warranted Knowledge, 
and Participation. Journal of Economic Issues, 31 (1), 103-127. 

Oates, W. E. (1999). An Essay on Fiscal Federalism. Journal of Economic 
Literature, 37 (3), 1120-1149. 

Ostrom, E. (1999). Institutional Rational Choice: An Assessment of the 
Institutional Analysis and Development Frameworks. In P. A. Sabatier, 
Theories of the Policy Process. Oxford: Westview Press. 

Park, R. (1966). Estimation with Heteroscedastic in Error Terms. 
Econometrica, 34 (4), p. 888. 



| 258 
 

Percy, S. L., Hawkins, B. W., & Maeir, P. E. (1995). Revisiting Tiebout 
Moving: Rationales and Interjurisdictional Relocation. Publius Journal 
of Federalism, 25 (4), 1-17. 

Peters, B. G. (1999). Institutional theory in political science: the 'new 
institutionalism. London: Pinter. 

Peters, B. G. (2001). The politics of bureaucracy. London: Routledge. 

Praktikno. (2009). Political parties in Pilkada: some problems for democratic 
consolidation. In M. Erb, & P. Sulistiyanto, Deepening Democracy in 
Indonesia? Direct Elections for Local Leaders (Pilkada) (pp. 53-73). 
Singapore: Institute of Southeast Asian Studies. 

Prud'homme, R. (1995). The Dangers of Decentralization. World Bank 
Research Observer, 10 (2), pp. 201-210. 

Putnam, R. D. (1993). Social capital and institutional success. In Making 
Democracy Work: Civic Traditions in Modern Italy (pp. 163-185). 
Princeton, New Jersey: Princeton University Press. 

Putzel, J. (1997). Accounting for the 'Dark Side' of Social Capital: Reading 
Robert Putnam on Democracy. Journal of International Developement, 
9 (7), 939-949. 

Qian, Y., & Weingast, B. R. (1997). Federalism as a Commitment to 
Preserving Market Incentives. Journal of Economic Perspectives, 11 
(4), 83-92. 

Regional Autonomy Watch. (2008). Local Economic Governance in 
Indonesia: A Survey of Businesses in 243 Regencies/Cities in 
Indonesia, 2007. Retrieved October 30, 2008, from kppod.org: 
//kppod.org/ind/datapdf/rating2007/rating2007.pdf 

Renoe, C. E. (2002). Institutionalized "Corruption": Implications for Legal 
Reform in Indonesia and the Need to Make Haste Slowly. Stanford 
Journal of East Asian Affairs, 2, 102-113. 

Roth, G. (1968). Personal Rulership, Patrimonialsim, and Empire-Building in 
the New States. World Politics, 20 (2), 194-206. 

Rothstein, B. (2005). How is social capital produced? In B. Rothstein, Social 
Traps and the Problem of Trust (pp. 92-128). Cambridge: Cambridge 
University Press. 

Rutherford, M. (2001). Institutional Economics: Then and Now. Journal of 
Economic Perspectives, 15 (3), 173–194. 

Rutherford, M. (1987). Wesley Mitchell: Institutions and Quantitative 
Methods. Eastern Economic Journal, 13 (1), 63-73. 

Sale, J. E., Lohfeld, L. H., & Brazil, K. (2002). Revisiting the Quantitative-
Qualitative Debate: Implications for Mixed-Methods Research. Quality 
& Quantity, 36, 43-53. 



| 259 
 

Sarungu, J. (2008). Pola Penyebaran Spasial Investasi di Indonesia: Sebuah 
Pelajaran dari Masa Lalu. Jurnal Ekonomi Pembangunan, 9 (1), 61-67. 

Silver, C., Azis, I., & Schroeder, L. (2001). Intergovernmental Transfers and 
Decentralisation in Indonesia. Bulletin of Indonesian Economic 
Studies, 37 (3), 345-362. 

Simanjuntak, R. A., & Mahi, R. (2004). Local tax revenue mobilization in 
Indonesia’s decentralizing era. In J. Alm, J. Martines-Velasquez, & M. 
S. Indrawati, Reforming Intergovernmental Fiscal Relations and the 
Rebuilding of Indonesia: the "Big Bang"Program and Its Economic 
Consequnces (pp. 101-133). Cheltenham, UK, UK: Edward Elgar. 

Simon, H. (1972). Theories of bounded rationalitiy. In C. McGuire, & R. 
Radner, Decision and Organization (pp. 160-176). Amsterdam: North-
Holland Publishing Company. 

Skyttner, L. (2005). Basic Ideas of General System Theory. In L. Skyttner, 
General Systems Theory: Problems, Perspectives, Practice (pp. 49-
109). Singapore: World Scientific Publishing Co. Pte. Ltd. 

Smith, B. (2002). Decentralisation. In C. Kirkpatrick, R. Clarke, & C. Polidano, 
Handbook on Development Policy and Management. Cheltenham: 
Edward Elgar. 

Smoke, P. (2004). Expenditure assignment under Indonesia’s emerging 
decentralization: a review of progress and issues for the future. In J. 
Alm, J. Martines-Velasquez, & M. S. Indrawati, Reforming 
Intergovernmental Fiscal Relations and the Rebuilding of Indonesia: 
the "Big Bang"Program and Its Economic Consequnces (pp. 77-100). 
Cheltenham, UK: Edward Elgar. 

Stirton, L. &. (2001). Transparency mechanism: Building publicness into 
public services. Journal of Law and Society, 28 (4), 471-489. 

Tarigan, A. (2010). Dampak Pemekaran Wilayah. Perencanaan 
Pembangunan , XVI (01), pp. 22-26. 

Thiessen, U. (2004). Fiscal Decentralisation and Economic Growth in 'Rich' 
OECD Countries: Is there an Optimum? Economic Bulletin, 41 (5), 
175-182. 

Tidey, S. (2012, Apr-Jun). New Rules, New Forms of Corruption. Retrieved 
from Inside Indonesia: http://www.insideindonesia.org/edition-108-apr-
jun-2012/new-rules-new-forms-of-corruption-02042900 

Tool, M. (1977). A Social Value Theory in Neoinstitutional Economics. 
Journal of Economic Issues, XI (4), 823-846. 

Tullock, G. (1967). Welfare Costs of Tarrif, Monopolies and Thefts. Western 
Economic Journal, 5, 224-232. 

Vedder, K. R., & Gallaway, L. E. (1998). Government Size and Economic 
Growth. Joint Economic Committee, Washington. DC. 



| 260 
 

Wagner, R. E. (1976). Revenue Structure, Fiscal Illusion and Budgetary 
Choice. Public Choice, 25, 45-61. 

West, E., & Winer, S. L. (1980). Optimal Fiscal Illusion and the Size of 
Government. Public Choice, 35, 607-622. 

White, L. (2002). Connection Matters: Exploring the Implications of Social 
Capital and Social Networks for Social Policy. System Research and 
Behavioral Science, 19 (3), 255-265. 

Williamson, J. (2002, November). What Washington means by policy reform. 
Retrieved June 20, 2012, from Peterson Institute for International 
Economics: 
http://www.iie.com/publications/papers/paper.cfm?researchid=486 

Williamson, O. E. (1981). The Economics of Organization: the Transaction 
Cost Approach. American Journal of Sociology, 87 (3), 548-577. 

Winter, I. (2000). Major themes and debats in the social capital literature: The 
Australian connection. In I. Winter, Social Capital and Publc Policy in 
Australia. Melbourne: Australian Institute of Family Studies. 

World Bank. (2009). Investing in Indonesia's Education in District Level: An 
Analysis of Regional Public Expenditure and Financial Management. 
Washington, DC: World Bank. 

Wrong, D. H. (1961). The Oversocialized Conception of Man in Modern 
Sociology. American Sociological Review, 26 (2), 183-193. 

Yilmaz, F. (2007). Veblen and the Problem of Rationality. Journal of 
Economic Issues, XLI (3), 841-862. 

Zax, J. S. (1989). Is There a Leviathan in Your Neighborhood? American 
Economic Review, 79 (3), 560-567. 

 

--- 

 

 

 




