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Abstract

Better use of public resources continues to be a focus for public sector reform in both developed
and developing countries. While the objective of reform is to improve public sector management,
lessons learned from Western countries show mixed results. For the past decade, Indonesia has
also pursued public sector management reform, with the reform of state asset management
(SAM) an integral part of this broader reform. SAM reform was triggered by the establishment
of a series of laws in public financial management during 2003 and 2004 that set the foundation
for SAM reform in Indonesia and acknowledged the importance of good governance (GG)
practices in state financial management.
This thesis explores the understanding of SAM reform and prescribed GG practices from the
perspectives of government officials working with policy and procedures within the national
bureaucracy. It does this through a case study that examines the SAM and GG practices in
ministries and agencies within the Indonesian government, with a focus on the Ministry of Public
Works. This ministry was selected because of the monetary value and scope of its assets and the
officials‟ experience in managing assets. The exploratory nature of the research led to the
adoption of a qualitative research methodology using in-depth interviews and document analysis.
In this study, 25 officials responsible for managing state assets were interviewed. Their
understanding of the reform phenomenon is valuable for this research as it captures their
experiences of reform processes and provides an important basis for exploring the salience of
contemporary reforms in SAM. Based on the perceptions of these officials, links between the
SAM reforms, the adoption of GG practices in SAM, and SAM practices were identified.
This study found that the respondents, in general, saw Indonesian contemporary SAM reform
(2006–2012) as successful. The success of reform can be seen from the perspectives of asset
administration, asset reporting and asset utilisation. However, closer analysis of the officials‟
experiences of the importance and commitment to GG principles in SAM showed mixed results.
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Two sets of factors identified by the respondents are seen as contributing to the success of the
reform: a strong focus on laws and regulations, organisation, and processes and procedures; and
a strong commitment from all parties involved in SAM to improve SAM practices. However,
there were institutional, managerial, and cultural challenges that had deleterious effects on the
reform effort as perceived by the officials, such as the capacity of human resources, the scope of
assets, and the awareness and commitment to reform.
The key finding of this study is that there is a strong link between the reform of SAM, the
adoption of GG practices in SAM, and SAM practices in terms of the thoughts and practices of
government officials. The link is that they believe that the reform of SAM and the adoption of
GG practices in SAM contributed to the improvement in SAM practices. This finding is
significant as the link has not been explored in-depth before and is, therefore, the major
contribution of this study.
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CHAPTER I:
INTRODUCTION

1.1

Background

Reform of public sector management (PSM) has changed the way the public sector is managed.
Scholars explain this phenomenon from a variety of perspectives. For example, Pollitt and
Bouckaert (2011, p. 2) define PSM reform as deliberate changes to the structures of ministries
and agencies and changes to the related processes, such as the recruitment and training of public
servants. The objective of such reforms is to establish more efficient public sector organisations.
Similarly, Boyne et al. (2003, p. 3) define reform as a deliberate change in the arrangements for
the design and delivery of public services. So, reform is the task of restructuring to make the
public sector work more effectively (Lane 1997, p. 2).
The predominant reform phenomenon being practised around the world is that of New Public
Management (NPM) (Aucoin 1990; Hood 1991; Osborne & Gaebler 1992; Pollitt 1990; Rhodes
1997). NPM was first introduced in the United Kingdom when Margaret Thatcher was the Prime
Minister and in the United States when Ronald Regan was the President (Gruening 2001, p. 2). It
was then followed by other countries, such as Australia and New Zealand (Pierre & Peters 2000).
Afterwards, NPM became a universal paradigm that was practised in both developed and
developing countries (Christensen & Laegreid 2001; Hood 1995). The intent of NPM was to
change public administration from a rigid, hierarchical and bureaucratic structure, into a flexible,
market-based form of public management (Hughes 1998, p. 1). As outlined by Pollitt 2004, pp.
27–28, Table 2.1, NPM also represents:


a greater focus of management systems and efforts



greater emphasis on measurement and quantification in assessing performance



more streamlined forms of public organisation



delivery of services by the private sector



a more market-oriented of public service

2


greater emphasis on public service customers



public-private partnership



changes to the traditional values of public service.

The reform of state asset management (SAM) is an integral part of this broader PSM reform. For
example, in the past 20 years Australia has implemented a broad, comprehensive reform of the
policies and procedures governing the management of state assets derived from broader reforms
to increase the productivity and efficiency of Australia‟s public sector and economy (Conway
2006, p. 25). The driver for SAM reform is the recognition of the significance of the value of
public assets and the potential income or savings to be gained through better PSM practices
(Kaganova, McKellar & Peterson 2006, p. 7). Therefore, governments have started to constrain
public spending, sell off public assets, outsource many services to the private sector (Colley &
Head 2014; Hood 1991), and develop public asset performance measurement, output and
outcome-based budgeting, and business-type accounting (Guthrie, Olson & Humphrey 1999). In
Australia, for example, the themes of the reform were: devolution of authority with firm
accountability; productivity; competition; and fiscal discipline (Conway 2006, p. 28).
Meanwhile, from the 1990s onwards, the emphasis on governance, in particular good governance
(GG), has emerged in PSM as a new paradigm (Agere 2000; Kjaer 2004; Rhodes 1996). This
paradigm is important as a means for improving public sector behaviour. Thus, encouraging
efficient, effective and accountable PSM has become the major issue in international literature
and public sector practice (Humphrey, Miller & Scapens 1993; Klausen 1997; O‟Faircheallaigh,
Wanna & Weller 1999; Wise 2002). There are two developments driving the emergence of
governance theory: the extent and degree of globalisation, and the spread of the basic institutions
of democracy (Chhotray & Stoker 2009, p. 7). In addition, Fritzen (2009, p. 2) acknowledges
four contextual factors affecting the governance debate: first, a sense of permanent fiscal crisis;
second, growing citizen demand for higher quality and more responsive government services;
third, changes in the level of general public trust in the competencies of government; and last,
specifically for developing countries, the sense of disappointment in the capability of statedirected economic and social transformation.

3
The pursuit of GG seeks to improve the management of state assets, which is central to public
sector financial management. In relation to PSM reform, GG is also important for state-building.
Pierre and Peters (2000, p. 65) argue that GG is related to state-building capacity. The focus on
state-building capacity in the GG agenda includes elements related to public administration
reform, including: a focus on training and developing the expertise and competency of the public
service; a focus on developing anti-corruption mechanisms; policy and administrative
participation; budgetary transparency and accountability mechanisms; and state capacity
(Goldfinch, Deroun & Pospieszna 2013, pp. 52–53). In turn, capacity-building is linked to
governance in that key conditions for strengthening state institutions are that they should be
transparent, accountable, predictable, participatory, efficient and corruption-free (Cheung &
Scott 2003, p. 3).
For the past decade, Indonesia has also pursued PSM reform in the realm of SAM. Thus, the
SAM reforms were part of the broader state financial management reforms following the
establishment of a set of laws, namely Law No.17/2003 on State Finance, Law No.1/2004 on
State Treasury, and Law No.15/2004 on State Finance Management Audit and Accountability.
Not only do these laws set the foundation for SAM reform but they acknowledge the importance
of GG practices in state financial management. The relationship between GG practices and state
financial management is provided by Mir and Sutiyono (2013, p. 101) – for example, the
government financial statements are expected to fulfil the following demands:
(1) Accountability: as an accountability tool of management to manage and implement
resources in order to achieve designated objectives
(2) Management: decision-making related to planning, managing and controlling the assets,
liabilities, and the equities of the government funds
(3) Transparency: to prepare a transparent, honest and comprehensive financial report to
shareholders.
In addition, a further reform was set by the establishment of Government Regulation No.6/2006
on State and Regional Asset Management. This regulation provides the basic guideline and
policy for Indonesian SAM.
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1.2

Research Problem

Although the objective of PSM reform is to improve PSM, whether this objective has been met is
questionable. From the literature on reform and its impact on practices (Boyne at al. 2003;
Goldfinch & Wallis 2010; Kuhlmann et al. 2008; Pollitt 2013; Pollitt & Bouckaert 2011; Skelley
2002), the majority of reforms happen at the centre of the national government; the results of
reform in advanced reformers have been mixed; and the success of reform has been influenced
by the challenges to reform.
While PSM may result in greater efficiencies in the civil service (Pollitt 2013), it also brings new
pressures, such as the “new red tape” of output, outcomes and other measures (Goldfinch &
Wallis 2010), which restricts the usefulness of reform. Therefore, to understand the extent to
which SAM reforms are seen to have worked, the success of reform, and challenges to reform,
need to be explored. For example, the challenges to SAM reform are acknowledged by
Kaganova et al. (2006, pp. 16–20):


The relationship between accounting reforms and asset management reform – for
example, how does shifting to accrual-based accounting standards affect property
accounting and management?



Separating ownership from management – for example, to whom is the entity
accountable, and what are the reporting requirements and regulations that should be
followed?



The information system – for example, what kind of information does the system have
and why is having such information important?

Practising GG also has challenges. At a fundamental level the challenge is simply to understand
the common principles (values) being practised (Jorgensen & Sorensen 2013). If following the
guidance from the United Nations (UN System Task Team on The Post 2015 UN Development
Agenda 2012), the international norms for GG are equity, transparency, participation,
responsiveness, accountability, and the rule of law. In Asia, understanding the values or
principles of GG becomes problematic because the interpretation and application of values varies
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from country to country and, thus, those values tend to take on very broad, and sometimes
indeterminate, meanings (Cheung & Scott 2003, p. 6).
Another challenge is the extent of adherence to GG principles (De Vries 2013). The importance
of focusing on governance is evident in Indonesia, where it has become a major focus of
attention for the current government. It is confirmed in the Indonesian public service reform
program – Bureaucratic Reform (Reformasi Birokrasi) – that governance is one of the challenge
areas to be tackled. It is stated in the Presidential Regulation No.81/2010 (2010–2025
Bureaucratic Reform Grand Design) that the challenges to governance in the wider reform
process include the need to adhere to a clear work system, and ensuring a commitment to
processes and procedures that are effective, efficient, and in accordance with the principles of
GG. Also, the pursuit of GG principles after the Global Financial Crisis (GFC) resulted in a push
for policy innovation, whereby conceptualising GG principles within all areas of government
responsibilities, including SAM, is emphasised (Mardiasmo, Sampford & Barnes 2010, p. 1).
Therefore, to understand how GG is practised in SAM, the adherence to GG principles in SAM
and the reason for such adherence or non-adherence needs to be explored.
1.3

Research Gap and Major Contribution

This study explores the understanding of SAM reform and prescribed GG practices from the
perspectives of government officials working with policy and procedures within the Indonesian
national bureaucracy. From the body of literature reviewed, there have been studies exploring the
relationship between SAM reform and SAM practices, and between GG practices and SAM
practices. However, the focus in those studies was not on the links between the reform of SAM,
the adoption of GG practices in SAM, and SAM practices. Thus, a focus on the links between the
wider reform of SAM, the adoption of GG practices in SAM, and the influence of both sets of
reforms on SAM practices, is a significant research gap that is addressed in this study and is the
major contribution of this thesis. The links are important because they emerged from the existing
literature discussing the relationship between SAM reform and SAM practices, and the
relationship between the adoption of GG practices in SAM and SAM practices. Therefore, this
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new research will shed light on the debates of reform success and GG practices by examining
Indonesia‟s experience of SAM reform.
1.4

Aims and Objective of the Study and Research Questions

The broad aim of this research is to understand contemporary SAM reform in Indonesia, in the
context of PSM reform. In addition, the aims of this research are to understand the extent to
which SAM reforms were seen to work, and to understand GG practices in SAM, as experienced
by those working with policies and procedures – in this case the government officials. The focus
on the experience of government officials is important because it will provide deeper insight into
how SAM practitioners can improve SAM practices. Furthermore, the objective of this research
is to explore the links between SAM reform, the adoption of GG practices in SAM, and SAM
practices, using recent experiences in Indonesia.
Therefore, the main question guiding this research is:
“How do links between frameworks for state asset management (SAM) reform and good
governance (GG) influence SAM practices, as experienced by government officials?”
In order to address the research question, three sub-questions will be examined:
1) How has contemporary state asset management (SAM) reform been implemented in
Indonesia?
2) To what extent have has state asset management (SAM) reforms been seen to work?
3) How is good governance (GG) practised in state asset management (SAM)?
1.5

Significance of the Study

There are two reasons why it is important to understand the extent to which SAM reforms were
seen to work, and to understand GG practices in SAM, as experienced by Indonesian government
officials working with policies and procedures.
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The first reason is the need to improve SAM practices to enable effective state budgeting, which
is important because Indonesian state assets vary in type and value. Hadiyanto (2009, p. 3)
recognises that Indonesian state assets consist of buildings, land, roads and bridges, as well as
public infrastructure for water, drainage, energy provision, maritime transport and security,
transportation, irrigation, railroads, electricity and telecommunications. The value of these state
assets is great. For example, on 31 December 2005, the value of state assets was Rp237 trillion1
(Tim Direktorat BMN 2012, p. 7), with responsibility for the management and operations of
these resources distributed across 71 ministries and agencies within the national government.
Nine years later (i.e. by 31 December 2014), the value of state assets had risen to Rp1960 trillion
(DJKN 2015, p. ix), and they were distributed across 89 ministries and agencies within the
national government. In addition, the pool of state assets is growing with the annual increases in
spending on capital in the national budget (except for 2014, when there was a slight decrease).
Figure 1.1 shows the summary of capital spending realisation in the ministries and agencies
within the Indonesian government, 2010–2014.
Figure 1.1: Capital Spending of the National Budget 2010–2014 (trillion Rp)
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With this increased spending, the Indonesian government is seeking to decrease capital
expenditure and maintenance, increase non-tax income by better use of state assets, and increase
miscellaneous income using state asset certificates (Hadiyanto 2009, p. 11).
The second reason why it is important to understand the importance of SAM reform is that
exploring the adherence to GG principles in SAM practices offers insights into how well the
Indonesian government is able to control the national budget and to what degree this ability to
impose control is due to the tightening of the management of state assets through the adoption of
GG practices. The former Director General of State Asset Management – Ministry of Finance,
Hadiyanto, has confirmed a re-emphasis on adherence to GG principles within applicable SAM
law and policy reform (Mardiasmo, Sampford & Barnes 2010, p. 1). It shows the importance of
adopting GG practices in the reformed SAM policies and procedures.
This research will make a significant contribution to the body of knowledge, and policy and
practice, in SAM, particularly in developing countries such as Indonesia. In terms of knowledge,
the findings of the research will add to the existing understanding of contemporary SAM reform
(the nature of reform and its impacts on practices) in the context of PSM reform. In addition, the
research will add to the existing understanding of the extent to which SAM reforms were seen to
work by exploring the success of reform and the challenges to reform. This research also offers
the opportunity to understand GG practices in SAM through the exploration of the adherence to
GG principles in SAM; the analysis of the extent of adherence to GG principles in SAM; and the
exploration of the reason for such adherence or non-adherence. In particular, the findings of this
research will help us to better understand the links between SAM reform, the adoption of GG
practices in SAM, and SAM practices. Last, because the focus of this research is on the
management of state assets by the national Indonesian government, it will add to the existing
knowledge of reform practice within the central (national) level governments in developing
countries.
In terms of policy and practice, the findings of the research will contribute to the theory and
practice of how SAM policy makers and practitioners in Indonesia can improve reform efforts.
This is done, for example, by exploring the challenges to reform. In addition, learning from the
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experience and focus of SAM reform in some advanced reformers can further improve SAM
practices in Indonesia. Furthermore, this research will provide analysis of the extent of adherence
to GG principles in the current SAM policies and procedures. The analysis results will help those
working in SAM in Indonesia to further improve policy and procedure in SAM and to better
adhere to GG principles to achieve the objectives of recent reforms.
1.6

Structure of the Thesis

The thesis consists of seven chapters. Following this introductory chapter, Chapter 2 (Public
Sector Management Reform, Governance, and State Asset Management) discusses the
theoretical approach applied to this research, which is organisational change theory and asset
management theory. It reviews existing literature on PSM reform, governance, and SAM and
narrow downs the existing concepts and approaches to the links between GG and SAM.
Chapter 3 (Methodology) explains the procedures and methods used to answer the research
questions. In addition, it discusses why a qualitative approach and case study design were chosen
as the most suitable methodological approach. Furthermore, it explains the issue of insider
research and ethics approval.
Chapter 4 (State Asset Management Reform in Indonesia) outlines the story of SAM reform in
Indonesia in the wider context of PSM reform. It provides discussion on the sub-research
question of how contemporary SAM reform has been implemented in Indonesia, with specific
discussion on SAM reform of the Ministry of Public Works (MoPW)‟s assets.
Chapter 5 (Views and Experiences of Reform) presents the experience of reform from the
perspectives of government officials as the results of the field work. It provides discussion on the
sub-research questions about the extent SAM reforms were seen to work and how GG is
practised in SAM.
Chapter 6 (Discussion of Results) includes a discussion on the significance of the results from
the fieldwork and the implications of those results. It also provides answers to the main research
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question on how the links between frameworks for SAM reform and GG influence SAM
practices, as experienced by government officials.
Chapter 7 (Conclusion) concludes the thesis by providing answers to research questions, and
presenting key findings, research implications and contributions to both knowledge, and policy
and practice. It also reveals research limitations and the direction for future research.
The next chapter will discuss the theoretical approach applied on this research.
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CHAPTER 2:
PUBLIC SECTOR MANAGEMENT REFORM, GOVERNANCE, AND
STATE ASSSET MANAGEMENT

2.1

Introduction

This chapter narrows the search for concepts and approaches relevant to understanding the links
between state asset management (SAM) reform and prescribed good governance (GG) practices.
In doing this, two theories will be used to establish a framework for reviewing the literature:
organisational change theory and asset management theory. The impetus for this research (and
this chapter) was the need to understand contemporary SAM reform in Indonesia, the extent to
which SAM reforms were seen to work, and GG practices in SAM. There are two key themes
discussed in this chapter: SAM reform and GG practices in SAM. These key themes are further
developed in search of concepts that are useful and relevant for understanding the links between
SAM reform, the adoption of GG practices in SAM, and SAM practices. This chapter provides
an overview of the existing literature from both an international and Indonesian perspective.
This chapter is divided into eight sections. Following this introduction, Section 2 discusses
organisational change theory, including debates on public sector management (PSM) reform and
organisational change perspectives of reform. Section 3 discusses asset management theory and
introduces SAM as a field of knowledge. The discussion includes definitions of assets, state
assets, asset management and SAM, SAM practices, and standard practices for SAM. Section 4
discusses SAM reform as an integral part of public financial management (PFM) reform and
broader PSM reform. The discussion includes the nature of reform and reform processes and
objectives. Section 5 discusses GG in SAM, including the governance paradigm, GG principles,
GG and SAM, and GG debates. Section 6 discusses the links between SAM reform, the adoption
of GG practices in SAM, and SAM practices. Section 7 discusses the framework and the gap in
the existing literature, which this research will address. Finally, Section 8 provides the
conceptual framework used to guide this research.

12
2.2

Organisational Change Theory

The discussion in this section will start with the debates on PSM reform as the background of the
study. Then the central assumptions or underpinnings of organisational change theory, and its
relation to this study, will be highlighted.
2.2.1 Debates on PSM Reform
Lessons learned from around the world have shown that the success of PSM reform, especially
New Public Management (NPM) reform, is contestable. Primarily, the NPM reforms produced
mixed results. For example, there is greater efficiency in the civil service (Pollitt 2013).
However, in countries that pioneered the reform, such as New Zealand and United Kingdom, the
bureaucracy was increased. Government activities are now supplemented by a “new red tape” to
measure output and outcomes, but these new measures are invasive and time-consuming
accountability and evaluation controls, and limits professional autonomy and self-regulation
(Goldfinch & Wallis 2010, p. 1104). This is also evident in Germany, as demonstrated by a study
by Kuhlmann et al. (2008, p. 854), which showed that the German version of NPM (termed
“New Steering Model”) was a failure in its own terms, instead encouraging a “Weberian
administration to remerge”. The ambiguity of NPM results was also acknowledged by Skelley
(2002), whose work was based on NPM‟s assessments done by Peters and Savoie (1998), Kettl
(2000) and Pollitt & Bouckaert (2000). Despite the diversity in the size of assessments, analysis
style and analytical approach, the findings were similar: the NPM ideology had taken hold, to
varying degrees, in most developed countries prompting reform; the effort for reform, in many
cases were comprehensive while for others selective; some of the reforms were successful in
their own terms; not all results were equally clear; and, in many cases, overall results were
indeterminable (Skelley 2002, p. 173).
Thus, while Public Financial Management (PFM) reform was designed to promote increased
efficiency and effectiveness in resource use and enhance accountability for performance, the
results are mixed (Andrews 2011; Barton 2009). An example is the adoption of accrual
accounting and budgeting systems by the Australian government. Although the enhancement of
management responsibilities to include all resources, and the consequent adoption of accrual
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accounting, enabled significant improvements in efficiency of resource use and the government‟s
financial position (Barton 2009, p. 244), accounting and market reforms were based on business
practices inappropriate for the public sector, or on political ideology (Barton 2009, p. 245). This
is because there are different moral institutions at work in the public and private sectors, leading
to distinctly different values, ethos and demands (du Gay 2000; Peters 2010; Warner 2008). For
example, importing private sector business practices into government means reworking
established practices in government to favour transparency, as found in the market through the
separation of government functions between those acting as “owner” and “investor”, the use of
“purchaser-provider” contracts between departments and the government, and the use of “selling
prices” for departmental services (Barton 2009, p. 238).
The experiences of SAM advanced reformers show that the success of reform is also mixed. In
New Zealand, for example, accrual accounting was adopted by all government agencies. This
reform practice was driven by PSM reforms during the period 1984–1994. As stated by the
International Monetary Fund (1996, p. 2), the quest for improved financial information to
support the new regime for better managing assets led to the adoption of private sector
accounting practices in the public sector, which included the preparation of annual financial
statements on an accrual rather than cash basis. Because of this, the government must have
increasingly reliable data on their assets, including up-to-date valuations. This information
improves decision-making at the agency and intra-agency levels as it allows comparisons among
agencies and between government and private sector suppliers (Dow et al. 2006, p. 98).
However, financial efficiency associated with property asset management remains questionable.
For example, New Zealand‟s system requires detailed reporting and this creates substantial costs.
Most departments see ongoing reporting as a technical exercise rather than a means of
identifying ways of better managing their assets (Dow et al. 2006, p. 100).
2.2.2 Organisational Change Perspective of Reform
To understand the mixed results of reform, an organisational change perspective can be used.
That is, the tension between the rational view of change and institutional view of organisational
change affects the reform efforts. The rational view is concerned with the alignment between an
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organisation‟s structure, its competencies and its environment. Thus, as soon as objectives have
been specified, the process of organisational change is simply the by-product of sound planning
and execution (Graetz et al. 2011, p. 27). Although this view has strengths, such as its emphasis
on controllable aspects of change (Graetz et al. 2011), its weakness is that it ignores or sidesteps
the external pressures (Graetz et al. 2011; Hindmoor 2010). Meanwhile, the institutional view is
concerned with industry-wide practice, rather than organisations, and acknowledges the pressure
within an industry to conform to common standards. It recognises that the pressure to conform
might come from other organisations as well as social, governmental, legal, cultural or other
pressures (Graetz et al. 2011, p. 27).
The focus on institutions, or the institutionalist approach, is important as institutions are central
to the subject matter for political analysis (Lowndes & Roberts 2013). Thus, political behaviour
and political outcomes are best understood by studying the rules and practices that characterise
institutions, and the ways in which actors relate to them, whether they are politicians, public
servants, citizens or social movements (Lowndes & Roberts 2013, p. 7). North (1991, p. 97)
acknowledges institutions are made up of formal rules, such as constitutions, laws, property
rights, and informal constraints or norms, such as sanctions, taboos, customs, traditions and
codes of conduct. Thus, it is the correlation between rules and norms, and enforcement
characteristics of both, that determine economic performance (North n.d., p. 7). Furthermore,
North points out that while the formal rules can be changed overnight, the informal norms only
change gradually (n.d., p. 7). Meanwhile, Lowndes and Roberts (2013) and Lowndes (2010)
acknowledge that institutions consist of established law, customs or practices, and informal
codes of conduct, written contracts, and complex organisations. Thus, informal conventions can
be as binding as formal constitutions, and can be particularly resistant to change (Lowndes &
Roberts 2013, p. 3).
On the other hand, Etzioni views institutions as behaving like fully competent individuals, in
rational pursuit of their self-interests, who have designed the institutions to suit those purposes
(1988, p. 178). Thus, the institutions are assumed to reflect an aggregation of the individual‟s
preference. Applying this perspective to SAM reform, the example of tension between the
rational view and the institutional view in SAM reform can be seen from the Australian
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experience. One of the key developments of reform in Australia is following the rational view by
focusing on organisational structure with major restructuring to central governments and the
selling of public sector assets, for examples, Defence Service Homes Corporation in 1988–1990
and Qantas Airline in 1992–1995 (Pollitt & Bouckaert 2011).
The Cultural Challenge

The pressure or challenge to reform that received the most attention from scholars of public
administration is the cultural challenge. The cultural perspective was applied to a wide range of
organisational and management issues, especially as an alternative to relying on the explicit rules
expressed through organisational structure, to controlling people and their behaviours (Harrison
& Carrol 1991, p. 552). There are competing definitions of culture. For example, organisational
culture has been defined as “a social process associated with a unit in which members share a
common sense of elements: assumptions and worldviews, values, behavioural norms, pattern of
activities, and material artefacts” (Rousseau 1990, p. 160). Another definition is “the „way we do
things around here‟, the „unwritten rules‟ of what constitutes intelligent behaviour in an
organisation, the shared values which people have” (Peters 1993, p. 34). It can also be defined
as, “a collection of fundamental values and attitudes that are common to members of a social
group, and that subsequently set the behavioural standards or norms for all members” (Ogbonna
& Harris 2002, p. 675). These definitions each suggest culture is about values and behaviours.
They also relate to a unit of organisation (organisational culture).
The focus on organisational culture is important because it became the primary focus in
organisational change debates (Palmer & Hardy 2000). In this case, organisational culture is
defined as “the system of shared beliefs and values that develops within an organisation and
guides the behaviour of its members” (Schein 1990, p. 110). Organisational culture is also
related to national culture as many of the shared beliefs and values that develop in organisations
can be traced to commonly held assumptions in society (Wood et al. 2004, p. 437). Of particular
concern to those focusing on the managerial aspects of culture was the challenge of resistance to
change in organisational culture (Graetz et al. 2011). Change management, therefore, revolves
around diagnosing cultural values and setting about to change them (Graetz et al. 2011, p. 32).

16
In Indonesia, the cultural challenge was a concern in the public service reform program, namely
“reformasi birokrasi” (bureaucratic reform). It was acknowledged that the cultural challenge in
the program was to change the mindset and culture of government officials. The expected
outcome was bureaucracy with high integrity and strong performance (Presidential Regulation
No.81/2010). The importance of focusing on the mindset and culture of the bureaucracy in the
reform was acknowledged by scholar and former Vice Minister of the Ministry for State
Apparatus Empowerment and Bureaucratic Reform, Eko Prasojo. He argued that, despite the
reforms since 2000, there had not yet been changes in the paradigm, mindset and culture of the
bureaucracy (Prasojo 2012; 2010). This was because changing the mindset and culture of the
Indonesian bureaucracy was not an easy task. Thoha (2003) argue that Indonesian bureaucracy
was rooted in the practices of colonial government, where the structure of bureaucracy, the
standard, the values and the forms of regulation favoured the interests of the ruler rather than the
citizen (cited in Prasojo, Kurniawan & Holidin 2007, p. 41). Hence, the culture of public service
continues to seek to fulfil the desires and authority of bureaucrats and politicians or “power
culture” rather than meeting customer needs or fostering a “service delivery culture” (Prasojo,
Kurniawan & Holidin 2007, p. 41).
Subsequently, this research seeks to understand contemporary SAM reform in Indonesia by
exploring the nature of reform and its impacts on practices, and to understand the extent to which
SAM reforms were seen to work by exploring the success of reform and the challenges to
reform.
2.3

Asset Management Theory

The discussion in this section will start with the definition of asset and state (public) assets. The
objective is to establish understanding of the scope of assets and state assets. Then the definition
of asset management and SAM is explained to introduce SAM as a field of knowledge.
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2.3.1 Definitions of Asset and State Assets
The term “asset” refers to different types of assets, such as financial, infrastructure, plant and
machinery, equipment, and property (Yusof 2013, p. 11). Asset can be tangible, such as land and
buildings, or intangible, such as financial assets (e.g.) money and intellectual assets (e.g.
knowledge) (Fernholz & Fernholz 2006; Howarth 2006). Meanwhile, the definition of what is
considered to be “state assets” varies between authors and governments around the world.
However, the general conception is that the term “state assets” refers to tangible or fixed-assets.
The definitions of state assets from authors on SAM can be seen in the Table 2.1.
Table 2.1: Definitions of State Assets
Author

Definition

Hadiyanto (2009, p. 273)

Fixed-assets: building, land, roads and bridges
Public infrastructure: water, drainage, energy provision, maritime transport
and security, transportation, irrigation, roads and railroads, electricity and
telecommunication

Lu (2011, p. 20)

Fixed-assets: buildings, land, equipment, constructions in progress, and
infrastructure (roads, bridges, sewer lines and water plants)

Kaganova & McKellar (2006, p.
365)

Urban non-residential real estate, including vacant land, owned by
governments and their various authorities or entities

Schulte & Ecke (2006, p. 232)

Public housing and basic infrastructure facilities (in the form of buildings) are
assets that allow the government to provide basic public service

Meanwhile, different governments around the world also have varying understandings of state
assets. For example, in Australia, the Australian National Audit Office (ANAO) recognises
Commonwealth assets as financial assets or non-financial assets (including plant, equipment and
infrastructure, building, land, heritage and cultural, inventories, computer software) (2010, p. 1).
In the Indonesian context, the idea of state assets can be seen from two perspectives. The wider
perspective, based on the Indonesian Constitution (UUD 1945), defines state assets as land,
water and natural resources (Article 33 point 3). In other words, all the land in Indonesia, water
(rivers and seas) and natural resources underneath are considered to be Indonesian state assets.
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Meanwhile, the narrower perspective, based on various laws, defines state assets into three
categories: Disaggregated state assets (Kekayaan Negara Dipisahkan), State claim (Piutang
Negara), and State property (Barang Milik Negara). The Table 2.2 shows the definition and legal
basis of those categories.
Table 2.2: Type of Indonesian State Assets
Category

Definition

Legal Basis

Disaggregated State
Assets

State assets derived from the national budget as
the inclusion of government capital.

Law No. 19/2003 (UU No.19/2003)
on State-Owned Enterprises.

State Claim

A sum of money to be paid to the national
government or the monetary rights of the national
government resulting from agreement or other
reasons based on laws or other legal reasons.

Law No.49/1960 (UU No.49/1960)
on Committee for State Claim Affairs.

State Property

All assets financed or acquired from the expense
of national budget and all assets derived from
other legal acquisition (assets acquired from grant
or
donation,
assets
acquired
as
the
implementation of agreement or contract, assets
acquired based on laws and assets acquired based
on judicial verdict).

Law No.1/2004 (UU No.1/2004) on
State Treasury.

Disaggregated state assets in the Table 2.2 refer to government equity placed under state-owned
enterprises. Meanwhile, state property refers to all assets of ministries and agencies within the
national government. In the context of this research, state assets will be defined as all assets
(fixed-assets) of ministries and agencies within the Indonesian national government (state
property).
2.3.2 Definitions of Asset Management and SAM
Although the term “asset management” has been used for a number of years in many disciplines,
such as engineering and accounting, there is no fixed definition for asset management as it refers
to property management, facilities management, and estate management (Burns 2002; Ginson
1999). From a broader perspective, asset management refers to any system that monitors and
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maintains things of value for an entity or group. It may apply to both tangible assets, such as
buildings, and to intangible assets, such as intellectual property and goodwill. But in a specific
perspective, asset management only applies to tangible assets (Hj. Azit 2009). The Table 2.3
shows different definition of asset management by different scholars.
Table 2.3: Definitions of Asset Management
Author

Definition

Gruis, Nieboes &
Thomas (2004, p.
1230)

The management process that involves analysis of the performance of an organisation‟s
assets in support of decisions about holding, selling, and repositioning.

Jim (2007, p. 26)

A continuous process-improvement strategy for improving the availability, safety,
reliability, and longevity of assets. Such strategy covers systems, facilities, equipment,
and processes.

Lyons (2004)

A key part of business planning which connects at a strategic level decision about an
organisation‟s business needs, the deployment of its assets, and its future investment
needs.

Mitchell & Carlson
(2001, p. 6)

A strategic, integrated set of comprehensive processes (financial, management,
engineering, operating and maintenance) to gain greatest lifetime effectiveness,
utilisation and return from physical assets (production and operating equipment and
structures).

Jones & White (2008,
p. ix)

The activity that ensures that land and building matters are dealt with so that they
operate efficiently and effectively.

Wittwer, Bittner&
Switzer (2002, p. 87)

The systematic process of maintaining, upgrading, and operating physical assets costeffectively. In other words, a decision-making tool that creates a framework for both
long and short-term planning.

Although the definition differs between authors, some similarities can be found: asset
management is about systematic processes; strategy is very important in asset management; and
asset management is essential for decision-making.
Meanwhile, SAM has been a focus of attention in public administration. There has been an
initiative to improve the efficiency and accountability of government organisations on the
provision, management and maintenance of the state assets (Yusof 2013). While there is no fixed
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definition for SAM, most are consistent with the characteristics captured in the following
definition, hence the definition used in this study: SAM is “a structured, holistic and integrating
approach for aligning and managing over time service delivery requirements and the
performance of property assets to meet business objectives and drivers within a central
government organisation” (University of Leeds 2006).
Many scholars have explained the importance of SAM and Kaganova et al. (2006, p. 3) argue
that assets owned by the government are critical to financing government operations, can be used
as collateral for government‟s borrowings, and are essential to public service delivery. The
objective of SAM is found from the definitions of SAM: to manage an asset strategically and
systematically. Thus, the goal is to gain the greatest lifetime effectiveness, utilisation and return
from physical assets by managing assets cost-effectively. Assets must be managed costeffectively as there are huge costs associated with assets, such as maintenance and repair
expenditures and capital renewal (Vanier 2001).
2.3.3 SAM Practices
The practices or activities in asset management, in general, consist of asset planning (initiation),
asset acquisition, asset use and maintenance, and asset disposal (Leong 2004). From asset
management definitions, it can be seen that asset management is integral to the asset life cycle.
Thus, it can be argued that asset management includes phases throughout an asset life cycle,
from planning to disposal of assets. The Australian Asset Management Collaborative Group
(AAMCoG) explains this further in relation to engineering assets, stating that asset management
is “the process of organising, planning and controlling the acquisition, care, refurbishment, and
disposal of infrastructure and engineering assets”. It is “a systematic, structured process covering
the whole life of physical assets” (AAMCoG 2011, p. 2). In addition, the ANAO identifies the
asset life cycle as follows (Figure 2.1):
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Figure 2.1: Asset Life Cycle

Planning

Disposal

Budgeting

Management

Acquisition

Acounting

(Source: ANAO 2010, p. 4)

The Figure 2.1 shows that just as there is a general set of phases in the life cycle of an asset, as
captured by AAMCoG, there is similar cycle of asset management in the operations of
government.
In the Indonesian context, the activities of SAM consist of planning needs, budgeting,
acquisition, usage, utilisation, security and maintenance, valuation, disposal, transfer,
administration, supervision, monitoring and control (Article 3 point 2 Government Regulation
No.6/2006). Thus, the description of some key activities of SAM can be found in the Table 2.4.
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Table 2.4: Descriptions of Key SAM Activities in Indonesia
Activity

Description

Planning

The activity to plan the detail needs of state assets to connect the past acquisition with
the current as the foundation for future actions.

Usage

The activity conducted by the asset user in managing and administering state assets
according to their tasks and functions.

Utilisation

The employment state assets not in-use according to the tasks and functions of the
ministry or agency or task force concerned. The utilisation of the assets is in the form of:
lease; transfer of use to other party; utilisation cooperation with a third party; and Build
Operate Transfer or Build Transfer Operate schemes, without transfer of ownership.

Disposal

The activity to write-off state assets from the asset lists.

Transfer

The activity to transfer the ownership of state assets as follow up of disposal process in
the form of: sales; exchange; grant; or government capital inclusion.
(Source: Article 1 Government Regulation No.6/2006)

In terms of defined responsibilities in asset management, there are three parties involved: the
asset owner, whose task is to set business values and corporate strategy; the asset manager, who
seeks to optimise the value of the assets in line with stakeholder objectives; and the asset
provider, who is responsible for delivering service efficiently as defined by the asset manager
(Too & Too 2010, p. 11).
From the discussion above, a conceptual framework of (state) asset management can be
established as follows (Figure 2.2):
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Figure 2.2: State Asset Management Framework

Scope of Asset:

(State) Asset Management

Types: financial, infrastucture, plant & machinery,
equipment & property

State Assets: tangible (physical or fixed-assets)

Parties Responsibile in Asset Management:
Asset owner
Asset manager
Asset provider

Activities in Asset Management:

Planning
Budgeting
Acquisition
Usage and maintenance
Disposal
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2.3.4

Standard Practices for SAM

A standard set of practices has been established in the asset management industry and applied to
both public and private entities. Publicly Available Specification (PAS) 55 Optimal Management
of Physical Assets is one of the standard practices specifically designed by the British Standards
Institution (BSI) in 2004 for physical asset management. It provides clear definitions and a 28point specification for establishing and verifying an engagement, optimisation and whole-life
management system for all types of physical assets. PAS 55 is proving to be an essential,
objective definition of what is required to demonstrate competence, establish improvement
priorities, and make better, clearer connections between strategic organisation plans, and the
actual day-to-day work and asset realities (PAS 55 Asset Management n.d.). In addition, PAS 55
offers continuous improvement and a means to physical asset management excellence (Davies
2005). The latest version of PAS 55 was introduced in 2008 and comprises a definition of terms
in asset management, requirements specification for good practice, and guidance for the
implementation of such good practice (IAM n.d.).
In Australia, the standard practice for asset management was established by the AAMCoG.
Among the important asset management principles developed is that “government agencies must
report on the usage, maintenance and performance of their assets” (AAMCoG 2008, p. 1). Thus,
there are inter-relationships between an asset‟s physical condition, functionality and compliance,
as criteria for integrated condition auditing and maintenance planning (AAMCoG 2008, p. 1).
The ANAO is one of the government agencies that promote good practice of SAM and
established a guide in 2010: Better Practice Guide on the Strategic and Management of Assets by
Public Sector Entities: Delivering Agreed Outcomes through an Efficient and Optimal Asset
Base. The ANAO recognised that “asset management is an essential component of GG in both
the public and private sector, should be aligned to, an integrated with, an entity‟s strategic,
corporate and financial planning” (ANAO 2010, p. 3). Furthermore, it identified five principles
of asset management that underpin the guide:
(1) asset acquisition, disposal and life-cycle management decisions are integrated into the
entity‟s strategic and organisational planning
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(2) asset planning decisions are based on evaluation of alternatives, which assesses risks and
benefits, and applies the government‟s core procurement principle of value for money
across the asset‟s life cycle
(3) an effective control structure is established for asset management
(4) accountability is established for asset condition, use and performance
(5) disposal decisions are based on analysis of the methods which achieve the best net return
(ANAO 2010, p. 8).
2.4

SAM Reform

The discussion in this section will be focus on the nature of SAM reform as part of PFM reform
and the process and objectives of reform.
2.4.1 Nature of Reform
An essential part of NPM reform is PFM reform. In this type of reform, government accounting
and auditing were among the areas of interest. The importance of PFM reform was
acknowledged by Kioko et al. (2011, p. 113), noting that financial resource availability shapes
many of the outcomes that matter to public administration. Therefore, the experiences of some
advanced SAM reformers show a stronger focus on PFM. For example, SAM reform in Australia
was based on three key channels to keep agencies or entities accountable for their asset
management. These were through budgetary reporting, which required all national government
entities who held property to use the same analytical model to justify their resource needs
(including property) against expected outputs and outcomes; the use of performance indicators,
and financial statements as part of financial reporting that show property value; and performance
evaluation of individual managers (Conway 2006, p. 39). Meanwhile, in Canada, the government
introduced accrual accounting in 2003, in which the finance minister reports all fixed-assets on
an accrual basis (McKellar 2006). In addition, New Zealand‟s Public Finance Act 1989 requires
accrual accounting and budgeting, depreciation, and audited financial statements for public
resources (Dow et al. 2006).
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The nature of SAM reform deriving from NPM reform is explained by many scholars. Aucoin
(1990) and Turner and Hulme (1997), for example, described NPM as the application of market
principles and values in the business of government. In other words, NPM is the importation of
management initiatives long practised in the private sector to the management of the public
sector. In addition, Rhodes (2000, p. 56) explains that NPM has two meanings: corporate
management and marketisation. Corporate management refers to the use of performance
measures, managing by results, the value for money and closeness to customer in the public
sector. Meanwhile, marketisation refers to the use of alternative service providers for public
service through contracting-out, quasi-markets and customer choice.
Another scholar, Hirst (2000, p. 18), states that NPM has two definitions. The first is the
privatisation of state companies and public services. The second is the use of commercial
practices and management styles within the public sector, and transferring services to agencies
that are self-managing within overall policy guidelines and service targets. From the above
explanation, it can be seen that the values promoted include efficiency, effectiveness, flexibility
and dynamism (Siddiquee 2006). Table 2.5 shows the comparison between NPM and the
traditional public administration (TPA).
Table 2.5: Traditional Public Administration versus New Public Management
Characterisation

TPA

NPM

Dominant values

Administration

Management

Management focus

Process and input

Results and outputs

Role of government

Provider

Provider

Structure

Centralised and hierarchical

Decentralised

State fiscal policy

Broad

Focused

Relative importance of public and
private sectors

Public sector dominant

Shared importance of the public
and/private sectors

(Source: Aulich, Halligan & Nutley 2001, p. 16)
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The implementation of NPM values in SAM reform is evident from countries such as Australia
and New Zealand. In Australia, the Financial Management and Accountability Act 1997, and its
accompanying regulations, followed a devolved, principles-based approach that provides greater
power and flexibility to agency heads in managing public money, public property, and other
Commonwealth resources (Conway 2006, p. 28). Meanwhile, in New Zealand, the government
was obliged to comply with legislation governing the private sector in its use, development, and
management of property holdings while managing its holding in the same way as any private
sector corporation or individual (Dow et al. 2006, p. 81).
2.4.2 Reform Processes and Objectives
The experience of advanced reformers, such as Australia, New Zealand, France and Canada,
shows there is a general conception that the driver of reform is a political agenda to decrease
spending, increase productivity, and introduce more effective and efficient management tools
throughout central government agencies and departments (Conway, Kaganova & McKellar 2006,
p. 126). However, the process of SAM reform varies between countries. To explain the reform
process, Conway, Kaganova and McKellar (2006) developed an approach adopted from Schick
(1998). Schick acknowledges there are three important steps in reform development: formalising
the market sector; modernising the public sector by establishing reliable external controls; and
concentrating on the basic process of public management, such as controlling inputs before
outputs (Schick 1998, pp. 129–130). Based on SAM reformers‟ experiences, the reform process
can be described in three phases: external controls, control outputs and control outcomes. The
summary of the phases in the reform process can be seen in Figure 2.3.

28
Figure 2.3: Reform Processes
Phase 1 External controls
 Outline policy and principles
 Recognise cost of public property
 Develop and record information on assets
Phase 2 Control outputs
 Develop accountability mechanisms and performance benchmarks
 Decentralise management responsibilities and strengthen the central leadership role
 Dispose of surplus property
 Turn to the private sector where cost savings and efficiency gains are possible
Phase 3 Control outcomes


Implement full accrual accounting
(Source: Conway, Kaganova & McKellar 2006, p. 135)

Applying the approach to Australia and New Zealand‟s experience of reform, the reform process
in those two countries can be explained as follows (Table 2.6):
Table 2.6: Reform Process in Australia and New Zealand
No.

Reform Measure

Australia

New Zealand

1.

Explicit Public Policy

“Whole-of-government” (1996) as a
strategic principle in managing real
property assets. The policy states that
the government will keep only those
assets that provide profitability
superior to the opportunity cost of
capital and in those cases where the
public interest is clearly served.

There are some “general strategic
principles” of public management that
are applied also to the management of
real assets such as decentralisation of
management or commercialisation
(operating under the market bases;
obligatory outcome reporting).

2.

Recognition of the Cost
of
Fixed
Asset
Ownership and Use

The asset management reforms
recognise and address the costs
associated with the use and ownership
of virtually all fixed assets; most assets
are valued at “fair value”; there is a
“capital user charge”.

A capital charge is funded as part of
the annual appropriation of a
department, based on a percentage of
the “fair value” of the asset and is
intended to reflect the true cost of
maintaining the capital asset and create
incentive for departments to use their
capital wisely and to dispose of surplus
fixed assets.
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3.

Information System

There is no central registry of state real
property. Each government entity
maintains its own records that focus
more on financial and accounting
information and less on non-financial
information.

There is no inventory at the central
level.
Each
government
entity
maintains a registry of assets as part of
its accounting systems.

4.

Accountability
Mechanism

Three mechanisms are used to hold
asset administrators accountable:

Both the government entities and their
managers
are
responsible
for
accounting for their assets through
reports and audits (internal and
external). The financial reports include
risk analysis, and both the budget and
the financial statements.

In the requested budget, they have to
justify the real estate assets they
currently administer or may acquire.
In the financial statements, they have
to include the value of asset under
management.
The manager of these government
agencies
should
also
account
individually for the outcome indicators
achieved in their asset management.
5.

Decentralisation
of
Management
Responsibilities, Central
Leadership Roles, and
Incentives

The Department of Finance and
Administration
establishes
and
implements policies at the government
level for the management of public
assets through its control over the
budgetary
process,
accounting
standards, and performance indicators.
Meanwhile, at the operational level, a
private company has been contracted to
manage the property.

For the assets that remain in
government ownership after wide
privatisation of real property and
enterprises, management has been
decentralised, offering operational
flexibility and requiring managers to
recognised costs explicitly and based
on market criteria.

6.

Privatisation Initiatives

Since 2001, the government property
management
service
has
been
privatised to the private sector.
Government agencies are free to opt
for office accommodation by entering
into leases with private sector firm.

As the result of the autonomy and
business focus of departments, there
was also widespread use of private
sector property management services.

7.

Accounting Practices

In 1997, the government adopted the
principles of accrual accounting for the
entire process of governmental budget
generation, resources management, and
financial reports. Starting from 2002,
all property assets valuations and
revaluations are based on fair value,
which is a version of market value.

The public sector uses accrual
accounting that combines annual
budgets with long-term forecasts. For
both accounting and sale, the valuation
of assets are based on a reasonable
market value otherwise the depreciated
replacement cost is used.

(Source: Conway, Kaganova & McKellar 2006, pp. 138–144)
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Although the above approach only sets out the reform process of two advanced reformers, it is
useful in explaining the reform process in developing countries such as Indonesia.
2.5

Good Governance in State Asset Management

The discussion in this section will focus on GG practices in SAM to explain the link between
SAM and GG.
2.5.1 Background
The debates surrounding NPM reform success and the diagnosis of its failures and shortcomings
has led to the emergence of other reform paradigms that can be seen as post-NPM or alternative
paradigms (Lodge & Gill 2011). The paradigms are: neo-Weberian state (NWS or postbureaucratic bureaucracy); “networks government”; and New Public Governance (NPG) or
“governance” (Pollitt & Bouckaert 2011). In addition, Moore (1995) and O‟Flynn (2007)
recognised Public Value (PV) as another reform paradigm. Among those paradigms, neoWeberian state (or post-bureaucratic bureaucracy) becomes the most important Post-NPM
paradigms. As Christensen and Laegried argued “... post-NPM reforms – which partly revived
some neo-Weberian features-have been blended with some NPM features” (2008, p. 8).
Neo-Weberian State (or post-bureaucratic bureaucracy) interpolates the Weberian ideal type of
bureaucracy with democratic principles (Drechsler 2005; Josserand et. al 2006). Thus, the
following are the characteristics of post-bureaucratic organisations recognised by Pollitt (2009,
p. 201):


hierarchies are flattened and significant parts of organisation‟s activity are no longer
conducted by specific “offices” with a fixed place in the hierarchy, but rather by
temporary teams or networks



officials are still appointed on contracts, but the nature of these contracts becomes more
variable; appointments may still be made on the basis of transparent criteria, but the
variety of criteria for the variety of roles becomes greater
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salaries become less uniform and less predictable. For example, across all levels of
government employment, there is more part-time and temporary work



there is a career structure, but it may involve jumping from organisation to organisation;
the principle that decisions should be recorded is maintained but through other faster and
varied means



the whole organisation remains rule-governed, but the rules are soft and changed more
quickly.

Although each of the post-NPM or alternative paradigms represents a competing view of public
sector practice and change, the objective is the same – to provide an insight to improve public
sector behaviour. Each, in turn, has its own prescription for improving efficiency, effectiveness
and accountability in the public sector. One paradigm that has emerged with an especially strong
focus on improving public sector behaviour is that of governance and the concept of good
governance.
2.5.2 Governance Paradigm
Governance emerged as a new paradigm in PSM in the 1990s, with Chhotray and Stoker (2009)
identifying two developments responsible for driving the emergence of governance theory: the
extent and degree of globalisation, and the spread of basic institutions of democracy (Chhotray &
Stoker 2009, p. 7). Meanwhile, among the contextual factors affecting the governance debate,
acknowledged by Fritzen (2009, p. 2) are: a sense of permanent fiscal crisis; growing citizen
demand for higher quality and more responsive government services; changes in the level of
general public trust in the competencies of government; and, specifically for developing
countries, the sense of disappointment in the capability of state-directed economic and social
transformation.
Definitions of governance vary and the Table 2.7 shows the range of different definitions.
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Table 2.7: Definitions of Governance
Author

Definitions of Governance

OECD (2005, p. 16)

“The formal and informal arrangements that determine how public decisions
are made and how public actions are carried out, from the perspective of
maintaining a country‟s constitutional values in the face of changing problems,
actor and environments”.

Palumbo (2010, p. xiv)

“A departure from traditional, state-centred styles of governing”.

Rhodes (1997, p. 46)

“The new process of governing; or a changed condition of ordered rule; or the
new method by which society is governed”.

World Bank (1992, p. 1)

“The manner in which power is exercised in the management of a country‟s
economic and social resources for development”.

As can be seen from the above definitions, governance is a new way of governing, resulting from
challenges to traditional way of governing. Although the definitions are differ, they show a
paradigmatic shift in administrative practice.
2.5.3 The GG Concept
One popular term associated with governance is the concept of GG. This concept has recently
come into regular use in political science, public administration and, more particularly,
development management (Agere 2000). In turn, the focus on GG in public administration
emphasises theories of cooperation, networking, governance, and institution building and
maintenance, in response to the declining relationship between jurisdiction and public
management (Frederickson 1999). This shift has consequences for economic development, with
Hirst (2000, p. 14), arguing that GG is the essential component of effective economic
transformation. More practically, Rhodes (2000, p. 57) states that GG became the essential factor
of the lending policy for many international agencies, such as the Word Bank.
The key elements to GG can be found in the literature. There are five governance values
recognised by the Asian Development Bank: accountability, transparency, openness,
predictability and participation (ADB 1998, p. 17). Meanwhile, the United Nation Economic and
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Social Commission for Asia and the Pacific (UNESCAP) identifies eight major characteristics of
GG, stating that it is should be participatory, consensus oriented, accountable, transparent,
responsive, effective and efficient, equitable and inclusive and follows the rule of law
(UNESCAP, n.d.). This is consistent with Agere‟s view that the most common elements of GG
are: accountability, transparency, combating corruption, participatory governance and enabling
the legal or judicial framework (2000, p. 7). In the Indonesian context, the GG principles
recognised by the National Committee for Governance Policy (Komite Nasional Kebijakan
Governance) are: democracy, transparency, accountability, rule of law, and social equity (n.d.).
From the literature, the principle of accountability, transparency, participation, rule of law, and
efficiency can be extracted as the common principles of GG. Following is the explanation of
each principle.
The Principle of Accountability

Accountability receives much attention from the scholars of public administration. Bovens
(2000, p. 183) argues that accountability has become a symbol of GG, both in the public and
private sector. In this context, accountability can be defined as “the social relationship in which
there is obligation of one party to explain and to justify his or her conduct to other party”
(Bovens 2000, p. 184). Although in the early concepts of accountability it was closely related to
accounting (Dubnick 2002), it now goes beyond the bookkeeping origin. Thus, accountability
can be in the form of financial, legal and political accountability (Bovens 2000, p. 184).
In the Indonesian context, the principle of accountability was recognised as one of the principles
of state administration. Article 3 Law No.28/1999 (UU No.28/1999) of The Free of Corruption,
Collusion and Nepotism State Administration, states that the principles of state administration are
rule of law, sound state administration, public interest, openness, proportionality and
accountability. The principle of accountability means “every activity and end results of state
administrator activity must be accountable to the community and citizens as the holder of state
sovereignty based on laws” (Article 3 point 7 Explanation of Law No.28/1999).
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The Principle of Transparency

Transparency is a core element of GG, according to the European Union, the Organisation for
Economic Cooperation and Development (OECD), and the United Nations (Doeveren 2011).
The OECD refers to transparency as an environment in which the objectives of policy, its legal,
institutional and economic framework, policy decisions and their rationale, data and information
related to monetary and financial policies, and the terms of agencies‟ accountability, are
provided to the public in a comprehensible, accessible and timely manner (OECD, 2002).
In the Indonesian context, transparency is related to the availability of public information to the
public. In 2008, the Government of Indonesia established Law No.14/2008 (UU No.14/2008) on
Public Information Openness. The law obligates public institutions to enable open access to the
public to gain public information, except for certain information. The objectives of this law can
be found in Article 3:


to secure citizens‟ rights for knowing public policy making plans, public policy
programs, public policy decision-making, and reasons behind public policy decisionmaking



to create GG, which is transparent, effective and efficient, accountable and responsible



to understand the justification of a public policy



to develop science and encourage national development



to improve the information management and service in public institutions to create highquality information services.

However, there are limitations of information available to the public, such as when providing
public information may:


hamper law enforcement process



interrupt the need to protect intellectual property rights and fair trade



endanger the nation‟s defence and protection



reveal the nation‟s natural wealth



disadvantage the nation‟s economic stability
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disadvantage foreign relationships, the private business of citizens and business



reveal secrets, deeds of agreement or letters between public institutions that are secret in
nature, except by court decisions



reveal other information that may not be revealed based on laws (Article 17 Law
No.14/2008).

The Principle of Participation

The importance of participation has been acknowledged by the United Nations Development
Programme (UNDP). According to the UNDP (1994), all men and women should have a voice in
decision-making, either directly or through legitimate intermediate institutions that represent
their interests. Such broad participation is built on freedom of association and speech, as well as
capacities to participate constructively. In the Indonesian context, there remains recognition of
community participation in the policy-making process. Among the objectives of Law
No.14/2008 are to foster community participation in decision-making processes, improve the
community‟s active participation in public decision-making, and sound management of public
institutions.
The Principle of the Rule of Law

The principle of the rule of law has been acknowledged by international organisations, such as
the World Bank and UNDP. The World Bank defines the rule of law as “the extent to which
agents have confidence in and abide by the rules of society, and in particular the quality of
contract enforcement, the police, and the courts, as well as likelihood of crime and violence”
(Kaufmann, Kraay & Mastruzzi, 2009, p. 6). Thus, the UNDP explains that “legal frameworks
should be fair and enforced impartially, particularly the laws on human rights” (UNDP 1994).
In the Indonesian context, the principle of the rule of law is recognised as one of the principles of
state administration according to Law No.28/1999. The principle of the rule of law refers to “the
principle in a law state which prioritises legal basis, appropriateness, and equity in every policy
of the state administrator” (Article 3 point 1 Explanation of Law No.28/1999).
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The Principle of Efficiency

The importance of the principle of efficiency was acknowledged in European countries. Hence,
the European Union argues that governments ought to deliver what is needed, based on clear
objectives in a proportionate manner (European Commission 2001, p. 10). In addition, the
UNDP explains the principle of efficiency is realised when “institutions produce results that
meet the needs of society and make the best use of their resources at their disposal in doing so”
(UNDP 1994). In the Indonesian context, the principle of efficiency is one of the principles
acknowledged in state financial management. Article 3 Law No.17/2003 (UU No.17/2003) on
State Finance, states that state finance should be managed in an orderly manner; comply with
regulations; be efficient, economical, transparent and accountable; and respect the sense of
equity and appropriateness.
2.5.4 GG and SAM
In recent years, there has been an increasing need to address the governance side of SAM, to
investigate how organisational structure and strategies affect asset management practices, and
examine how governance principles can enhance asset management practices (Hoetker &
Mellewigt 2009; Kivits 2008; Kitchen 2006). This is because governance can be utilised as an
analytical framework to assess management processes and systems (Dunis & Miao 2006). In
addition, there is a positive linkage between governance and organisational outcomes in the form
of performance indicators (Stanwick & Stanwick 2005), and profit maximisation, premium
investments and stock returns (Maassen, Bosch & Volberda 2004). Governance, in this context,
can be defined as the laws, policies and procedures that ensure organisations are run in the
interests of owners, and that resources are allocated, managed and redeployed to maximise
productivity and value (Alles, Datar & Friedland 2005).
The link between GG and SAM can be understood using the asset governance perspective. In
this instance, asset governance is defined as “a new way to view the ownership and management
of a distribution system in a competitive and deregulated market, opening the way forward for
real competition to be introduced in the development, stewardship and operation of a network of
assets” (Narracott & Bristow 2001). From the work of Kitchen (2006), it can be seen that asset
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governance emphasises a focus on corporate principles to ensure transparency, accountability,
alignment to organisation strategy, and long-term focused management of assets. By focusing on
governance, it will more directly influence asset-related policy-making, decision-making, value
chain design, reporting systems, and incentives to improve the actions and behaviours of
managers and other decision-makers as they work with an organisation‟s assets (Kivits 2008,
p. 3).
2.5.5 GG Debates
2.5.5.1 The Adherence to GG Principles

GG was acknowledged as the basic condition for stability and prosperity in all countries (Elsner
2004; Roy & Tisdell 1998). Therefore, PSM reform promotes GG practices. However, the
implementation of GG practices through GG principles faces many challenges. At the simplest
level, there is the need to clarify the elements or principles of GG. The reason is, although there
is a clear core of common public values, such as transparency, accountability, effectiveness and
the rule of law, the national views on GG reflects different political cultures and institutional
heritages (Jorgensen & Sorensen 2013, p. 71). This is a concern in many developing countries in
Asia because the interpretation and application of GG values vary from country to country and,
thus, those values tend to take very broad, and sometimes indeterminate, meanings (Cheung &
Scott 2003, p. 6). In addition, there are challenges in the implementation of GG practices, such as
understanding the extent to which governance values are being implemented and the extent of
adherence to GG principles. De Vries (2013, p. 3) argues that the term “good governance” is
abused by using so many indicators that it becomes nearly impossible to achieve GG, or only
possible if one neglects the societal effects of governmental actions. The reason is that the
amount of resources available is always less than the amount of resources needed. So, it is
important to analyse the extent of adherence to GG principles, for example, to identify the
loopholes exploited in the practice of government (Imam 2011).
Exploring the implementation of GG practices is also important because it can improve the
profitability and reputation of large organisations in the private sector, and reinstate society‟s
trust in its government and increase the government‟s credibility (Eisner, Worsham & Ringquist
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1996; Gorontalo 2004; Mardiasmo 2007). Exploring the reason for the adherence or nonadherence to GG principles is also essential – by knowing the reason or motivation of adherence,
a better understanding of the adherence and future improvements will be achieved. From the
asset governance perspective, the challenges to implementing asset governance noted by
Woodhouse (2006) were silo-thinking, short-termism, conflicting performance measures, lack of
business skills, deficiencies in risk evaluation, fire-fighting, and challenges in data or
information system.
2.5.5.2 Governance Challenges in Indonesia

In Indonesia, the issue of governance and the need for good governance has been acknowledged
in the bureaucratic reform program. The areas that are challenging in bureaucratic reform, and
the expected outcomes from reform can be seen in the Table 2.8.
Table 2.8: Bureaucratic Reform Challenge Areas and Expected Outcomes
No.

Area

Expected Outcome

1.

Organisation

Organisations with the right function and size.

2.

Governance

Adherence to a clear work system, processes and procedures that also
effective, efficient and in accordance to the principles of good
governance.

3.

Laws and Regulation

Orderly, synchronised, and conducive law and regulations.

4.

Supervisory

Improved administration in terms of being free from corruption,
collusion and nepotism.

5.

Accountability

Increased capacity and accountability for performance among the
bureaucrats.

6.

Public service

Premium public service as expected and demanded by the
community.

7.

Mindset and culture

Bureaucracy with high integrity and commitment to performance.

(Source: Attachment 2.7, Table 1, Presidential Regulation No.81/2010)
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Table 2.8 shows that the focus of governance reform is adherence to clear work systems,
processes and procedures, which are also effective, efficient and in accordance with the
principles of GG. In addition, accountability becomes the focus of the reform, with the expected
outcome being increased capacity and bureaucrats‟ accountability of their performance.
The SAM reform in Indonesia has adopted GG practices through GG principles. Therefore, there
is a need to understand GG practices in SAM by:
(1) Exploring adherence to GG principles in SAM
(2) Analysing the extent of adherence to GG principles in SAM
(3) Exploring the reason for such adherence or non-adherence.
2.6

Linkages between State Asset Management Reform, the Adoption of Good

Governance Practices in State Asset Management, and State Asset Management Practices
The discussion on SAM and GG, above, shows there is a relationship between SAM and GG.
That is, GG is needed for successful SAM. Thus, there are links between SAM reform and SAM
practices, and between the adoption of GG practices in SAM and SAM practices. The links are
explained below.
2.6.1 Linkages between SAM Reform and SAM Practices
The Table 2.9 summarises the relationship between SAM reform and SAM practices in three
developed countries: Australia, New Zealand and France. These three countries were selected
because they have designed and implemented significant reforms in the management of assets,
especially property under their jurisdiction (Kaganova et al. 2006, p. 4).
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Table 2.9: Relationship between SAM Reform and SAM Practices
Author

Discussion

Conway (2006)

In Australia, the reform had mixed result: high return on assets but improved efficiency and
cost-effectiveness in the use of assets has been slow.

Dow et al. (2006)

In New Zealand, reform introduced the use of accrual accounting that led to improved
information on assets and up-to-date, accurate valuation. This information improves
decision-making at the agency and intra-agency levels. However, the use of capital charge
limits efficiency.

Bizet (2006)

In France, the reform fostered moves towards a decentralised framework for public asset
management, giving more responsibilities to the lower level of government. There were
challenges in the process, such as the relocation of public resources (from central to local
government; from the public to the private sector). Devolution of public properties to the
private sector in longer term may produce insufficient investment in public-interest building,
construction, and equipment.

Table 2.9 shows that there are positive impacts of SAM reform. In particular, SAM reform
improved SAM practices by enabling greater efficiency in the use and management of assets,
opening up opportunities for new ways of managing assets and, in each case, seeking to improve
decision-making concerning assets.
However, despite the improvements there were also challenges. For example, SAM reform in
Australia focused on the commercial practice of asset management which brought high returns
on assets by sales, transfers or divestments of underperforming properties (Conway 2006);
however, some concerns were raised by the ANAO, suggesting that the sale of the properties
would increase net budget out-lays in the longer term through future rental payments (Conway
2006, p. 42). SAM reform in New Zealand focused on fiscal administration and accounting, such
as using accrual accounting to enable improved information for decision-making (Dow et al.
2006). However, there were limitations of using capital charge as the capital charge may lead to
under-capitalisation because this regime offers limited advantage in making cost-saving
investments for departments (Dow et al. 2006, p. 98).
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SAM reform in France focused on decentralisation by increasing responsibilities for lower level
governments to manage the rationalisation of assets (Bizet 2006). However, there were issues
which were left unresolved, including the inventory system and data collection, accounting
practices, rent charges to tenants, valuation methodology, and disposal processes. The process of
decentralisation created a further set of challenges to do with the redistribution of public property
and relocation of public services across and among governments (Bizet 2006, p. 122). Those
challenges need to be addressed to achieve better results of reform.
2.6.2 Linkages between GG Practices in SAM and SAM Practices
Meanwhile, the relationship between the adoption of GG practices in SAM and SAM practices
has been discussed by scholars in public administration. The Table 2.10 summarises the
examples of research explaining the relationship between the adoption of GG practices and SAM
practices using the asset governance perspective.
Table 2.10: Relationship between GG Practices and SAM Practices
Author

Discussion

Kivits (2008)

The focus on asset governance will more directly influence asset-related policy
making, decision making, value chain design, reporting systems, and incentives
to improve the actions and behaviours of managers and other decision makers as
they work with an organisation‟s assets.

Kitchen (2006)

Asset management practice that is more transparent, accountable, aligned to
organisation strategy and long-term focused will open the way forward for real
competition to be introduced in the development, stewardship, and operation of
assets.

Narracott & Bristow (2001)

By implementing a systematic and coordinated business strategy, through which
an organisation can optimally manage its assets, an organisation can expect for
increased asset performance and growth.

Table 2.10 shows there are strong links between GG practices and SAM practices, although there
are alternative explanations for these links or motivations behind such relationships. Firstly,
governance practices will improve policy-making and decision-making on assets. Secondly,
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governance practices will help improve the design of the value chain and reporting system.
Thirdly, governance practices will improve the actions and behaviours of managers and other
decision-makers. Finally, governance practices will increase asset performance and growth.
2.7

Frameworks and the Gap in the Literature

The links apparent between SAM reform and SAM practices, and the links between the adoption
of GG practices in SAM and SAM practices, suggest that further links can be hypothesised. In
particular, that there is a further set of links between SAM reform, the adoption of GG practices
in SAM, and SAM practices. A framework can be established to illustrate the links, as seen in
the Figure 2.4.
Figure 2.4: Linkages between SAM Reform, GG Practices in SAM, and SAM Practices

State Asset
Management
Reform

Good Governance
Principles &
Practices in SAM

Improved State Asset
Management Practices
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The Figure 2.4 shows that the reforms of SAM and the adoption of GG practices in SAM are
expected to contribute to improvements in SAM practices. The links are important as they
capture the fundamental assumptions made by the Indonesian government officials that
improved SAM practices will result from the reform of SAM and the adoption of GG practices in
SAM (Hadiyanto 2010). However, the links have not been explored in depth before. For
example, how well do the frameworks for SAM and GG work, or not work, together? Also, what
challenges face government officials, and what effects do such challenges have on reform
efforts?
Thus, explaining these links becomes the major contribution of this research. To explain the links
further, this study will use Indonesia as a case study. For the past decade, Indonesia has been
implementing major reforms to foster improved practices in SAM. The reforms have also
adopted GG by including GG principles. Indeed, GG principles are now pivotal to SAM
practices, as set out in Government Regulation No.6/2006 on State and Regional Asset
Management, which states that SAM should be conducted following the principles of
functionality, the rule of law, transparency, efficiency, accountability and value certainty (Point 1
General Explanation). Therefore, it is important to see how the reform and the adoption of GG
practices in SAM is understood by those officials designing and implementing such reforms, and
how they understand the links between SAM reform, the adoption of GG practices in SAM, and
SAM practices.
In addition, while a focus on GG and SAM was a concern for some scholars, it produced a gap in
the literature. From the review of the existing literature, the studies of SAM and GG can be
clustered based on country (developed and developing countries) and issues (SAM at the
national level government, SAM at the sub-national level government, and GG and SAM at the
national level government). In terms of the issues, there have been a number of studies on SAM
at the national level government (see Abdullah, Razak & Pakir 2011; Bizet 2006; Chua 2014;
Conway 2006; Dow et al. 2006; Jowett 2006; McKellar 2006a & 2006b; Schulte & Ecke 2006;
Yusof, Eves & Mohd Nasir) and at the sub-national level government (see Baird 2011; Dafflon
2006; Hentschei & Utter 2006; Lu 2011; Mahmood et al. 2014; Mardiasmo, Sampford & Barnes
2010, n.d.; Mardiasmo 2012; Hanis, Trigunarsyah & Susilawati 2011; Vanier 2011). However,
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the main focus of those studies is the best practices of SAM (the history, the reform, and the
current practices). Thus, there has been a very limited study on GG and SAM at the national
level (for example Grubisic, Nusinovic & Roje 2009). Table 2.11 summarises the recent research
on SAM and GG.
Table 2.11, which gives an overview of country-based research, shows that the majority of
studies were conducted in developed countries and only a limited number on developing
countries. Therefore, this research will enrich studies on GG and SAM in developing countries.
Specifically for Indonesia, there were studies on SAM, examining GG and SAM, but the focus
was on SAM at the sub-national level, which for Indonesia is the province and region. There was
no study focusing on GG and SAM at the national level, which is the focus of this research. This
is an important gap and is highlighted with the black cell in the Table 2.11. Shedding light on the
experience of reform at the national level of government is essential as SAM reform in Indonesia
focuses on the management of state assets within the ministries and agencies that have a
significant impact to the national budget.
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Table 2.11: Research on State Asset Management and Good Governance
Country

Issues
State Asset Management at the
National Level

USA

Conway (2006)

New Zealand

Dow et al. (2006)

France

Bizet (2006)

Canada

McKellar (2006a; 2006b);
Jowett (2006)

Switzerland

Mahmood et al. (2014)

Vanier (2011)

Dafflon (2006)
Schulte & Ecke (2006)

Croatia

Grubisic, Nusinovic &
Roje (2009)

Singapore

Chua (2014)

Malaysia

Abdullah, Razak & Pakir
(2011)
Yusof, Eves & Mohd Nasir
(2012)

Indonesia

Good Governance and
State Asset Management at
the National Level

Baird (2011)
Hentschei & Utter (2006)
Lu (2011)
Vanier (2011)

Australia

Germany

State Asset Management at the
Sub-National
Level
(e.g.
State/Province,
Region,
Municipalities)

Hanis, Trigunarsyah &
Susilawati (2011)
Mardiasmo, Sampford &
Barnes (2010; n.d.)
Mardiasmo (2012)

Focus for this research
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2.8

Conceptual Framework Guiding this Research

In order to achieve the aims and objective of this research, a research conceptual framework has
been established, as shown in Figure 2.5.
Figure 2.5: Research Conceptual Framework

•SAM reform
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The success of
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Based on the framework set out in Figure 2.5, the focus of this research is to explore the
understanding of SAM reform and prescribed GG practices from the perspectives of government
officials working with policy and procedures within the national bureaucracy. Thus, the objective
of the research is to explore the links between SAM reform, the adoption of GG practices in
SAM, and SAM practices. To achieve this, an understanding of contemporary SAM in Indonesia
(the nature of reform and its impacts on practices), the extent to which SAM reforms were seen
to work (the success of reform and the challenges to reform), and GG practices in SAM (the
adherence to GG principles in SAM, the extent of adherence to GG principles in SAM, and the
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reason for such adherence or non-adherence) is needed. There are two theories which underpin
this research, and that are used to explain the findings: organisational change theory and asset
management theory.
2.9

Conclusion

SAM reform is an integral part of reform in PFM reform and the broader PSM reform. This was
evident in advanced reformers, such as Australia and New Zealand. However, there is debate on
the success of reform. Because Indonesia has been pursuing reform in SAM for the past decade,
there is a need to better understand contemporary SAM reform in Indonesia by exploring the
nature of reform, its impacts on practices, and the extent to which SAM reforms were seen to
work. This will be done by exploring the success of reform and the challenges to reform. There
are also debates on GG. To understand the GG practice in SAM, the adherence to GG principles,
the extent of adherence to GG principles and the reason for such adherence or non-adherence,
need to be explored. While there are strong links between SAM reform and SAM practices, and
between GG practices and SAM practices, there is a gap in the existing literature studying the
links between SAM reform, the adoption of GG practices in SAM, and SAM practices.
Exploring the gap becomes the major contribution of this study. In addition, this study will add
to knowledge of SAM and GG practices in developing countries at the national level of
government.
The next chapter will explain the methodology used in this study.
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CHAPTER 3:
METHODOLOGY

3.1

Introduction

This chapter sets out the research methodology used in this research, and the background of the
case study. It explains the procedures and methods used to answer the research questions. This
chapter also explains the rationale for the selection of the case, and discusses why the
exploratory case study approach is suitable and used in the research. In addition, sources of data
and data collection methods and design are also described. The discussion will be divided into
six main sections. Following from this introductory section, Section 2 discusses the approach
used in this research, which is qualitative enquiry. Section 3 outlines the research strategy for
this research, which is a case study design. Section 4 discusses and outlines the research design,
including the measurement, research population and selection of participants. In Section 5 the
data collection methods of interviews and document analysis are discussed. This section also
discusses how the data was analysed in order to answer the research questions. Finally, Section 6
discusses the issue of insider research and ethics approval.
3.2

Research Approach

This research uses a qualitative approach to understand state asset management (SAM) reform
and prescribed good governance (GG) practices from the perspectives of government officials
working with policy and procedures within the national bureaucracy. The intent is to study the
links between the reform, the adoption of GG practices in SAM, and SAM practices. The
justification for using a qualitative approach is that the focus of the research is to explore the
experience and results of SAM reform as a new phenomenon in public sector management
(PSM) in Indonesia. This is in line with Creswell‟s (2009, p. 7) statement that, in qualitative
research, the researcher focuses on a single concept or phenomenon and studies the context or
setting of participants. In this study, the views and perceptions of research participants
(government officials) were investigated to understand the extent to which SAM reforms were
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seen to work (the success of reform and the challenges to reform), GG practices in SAM (the
adherence to GG principles, the extent of adherence to GG principles, and the reason for such
adherence or non-adherence), and the linkages between GG and SAM. Cooper and Schindler
(2011, p. 160) justify the choice of a qualitative approach in such research because qualitative
research includes an “array of interpretive techniques which seek to describe, decode, translate,
and otherwise come to terms with the meaning, not the frequency, of certain more or less
naturally occurring phenomena in the social world”. In other words, qualitative research aims to
achieve an in-depth understanding of a situation to extract feelings, emotions, motivations and
perceptions (Cooper & Schindler 2011, p. 160). This research focuses on the perspectives and
experiences of participants (government officials within the national bureaucracy) regarding the
phenomena of SAM reform promoting GG practices.
Thus, the ontological position in this research is interpretivism. Qualitative research is sometimes
called interpretive research because it seeks to develop understanding through detailed
description, and often builds theory but rarely tests it (Cooper & Schindler 2011, p. 162). This
method also focuses on the importance of interpretation in understanding the social world (Snape
& Spencer 2003). Interpretivism is the appropriate theoretical perspective for this study as this
approach takes respondents‟ perspectives and also accepts the interpreter‟s own beliefs and
values (Crotty 2005). In light of this, the research focuses on understanding SAM reform from
the perspective of the people involved in and affected by the reform.
The epistemological position that underpins this research is social constructionism. Accordingly,
meaning is derived from social interaction among people and is understood, and modified
through, an interpretive process used by individuals in their daily encounters (Crotty 1998;
Patton 1990). So, meaning is not discovered but constructed by the research participants and the
researcher through the research process (Blackman & Connoly 2005; Crotty 2005). In this
instance, this research investigated the perceptions of research participants regarding the
successes and the challenges of reform, the adherence to GG principles in SAM, and the links
between GG and SAM from the perspectives and attitudes of the research participants. This
broad research posture is important because the focus is on the experience and the results of
SAM reform. Thus, the views and attitudes of research participants (people who design and
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implement the reform and are practicing GG) are central to better understand GG practices in
SAM and the links between the reform, the adoption of GG practices in SAM, and SAM
practices.
To ensure the reliability and validity of the research, the researcher is applying the proposition
that a qualitative study should demonstrate trustworthiness and authenticity (Guba & Lincoln
1994 and Lincoln & Guba 1985, cited in Bryman & Bell 2011). There are four components of
trustworthiness: credibility, transferability, dependability and confirmability. In this research,
credibility is obtained by using several different sources of data (Flick 2014). To ensure
transferability, this research will also produce what Geertz (1973) calls “thick description”, as
the design entails rich accounts of the details of a culture. Dependability in the research is
ensured by keeping all the records on the research process in an accessible manner and obtaining
peer review for the research. Confirmability is ensured by keeping subjectivity or personal values
from driving the research process. Meanwhile, authenticity in the research is ensured by taking
into account the wider political impact of the research, for example, ensuring research
participants appreciate the perspective of other members of their social setting.
3.3

Research Strategy

This section will discuss the choice of strategy in this study, which is a case study. The
discussion is focused on two aspects: the justification of using case study design and choosing
the case.
3.3.1 Case Study Design
In order to achieve the research objective – to study the links between the reforms of SAM, the
adoption of GG practices in SAM, and SAM practices – this study used a case study design.
According to Theodorson and Theodorson (1969, p. 38), a case study is a method of studying
social phenomena through the analysis of an individ ual case. The case may be a person, a group,
an episode, a process, a community, a society, or any other unit of social life. In this case study,
the case is the governance and SAM reform at the centre of Indonesian government. The case
study design is appropriate for this research because it has various inherent strengths. Yin, for
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example, notes that this design is widely used as a research strategy, especially in public
administration research because:
As a research endeavour, the case study contributes uniquely to our knowledge
of individual, organisational, social, and political phenomena. Not
surprisingly, the case study has been a common research strategy in
psychology, sociology and political science (Yin 2003, p. 2).
The justification for using case study design in this research is also provided by Eisenhardt
(1989). She argues that the case study is a research strategy which focuses on understanding the
dynamics present within a single setting (Eisenhardt 1989, p. 534). Here, the focus of the
research is to understand the dynamics (of the impact of SAM reform and the adoption of GG
practices) within a single setting (the current practice of SAM). Furthermore, the case study also
fits well with a qualitative approach. Here, Yin (2003, p. 10), argues that:
Case studies, like experiments, are generalisable to theoretical propositions
and not to populations or universes. In this sense, the case study, like the
experiment, does not represent a sample, and in doing a case study, your goal
will be to expand and generalise theories (analytic generalisation) and not to
enumerate frequencies (statistical generalisation).
In addition, Gerring (2004, p. 341) argues that a case study enables an in-depth study of a single
unit where the scholar‟s aim is to clarify features of a larger class of similar phenomena. In this
case, the single unit being studied to clarify features of a larger class is the SAM and GG
practices in the context of public sector management reform at the Indonesian national
government. The type of case study in this research is an exploratory case study. As identified by
Yin (1984), an exploratory case study set out to explore any phenomenon in the data which
serves as a point of interest to the researcher. In this case, the phenomenon observed is the
uptake of GG principles as demonstrated in the adoption of new practices in the management of
state assets in Indonesia.
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3.3.2 The Case Study
The study will use a single case at multiple sites. The reason for using a single case is because it
represents the critical case in testing a well-formulated theory (Yin 2003, p. 38). That is, to
confirm, challenge or extend the theory. So the case will confirm, challenge or extend the
organisational change theory and asset management theory applied on this study. The case study
being examined in this research is the SAM and GG practices within Indonesian national
government perform by 89 ministries and agencies. To narrow the focus, the research focuses on
the SAM and GG practices of the Ministry of Public Works (MoPW)‟s assets. By focusing on a
specific SAM and GG practices, the researcher was able to gain a deeper understanding of SAM
reform especially the impacts of SAM reform and the adoption of GG practices in SAM towards
improvement in SAM practices. Thus, it will also provide a mechanism to explore the adherence
to GG principles in SAM practices.
There are three reasons for selecting the SAM practices of MoPW‟s assets. The first is the
monetary value of assets. The state assets under the jurisdiction of MoPW were recorded as the
highest among all ministries and agencies within the Indonesian national government. In 2012,
the total value of MoPW‟s assets reached more than Rp729 trillion. With the Indonesian total
state asset valued in 2012 was recorded as more than Rp2012 Trillion, MoPW‟s assets are 36%
of total state assets in Indonesia. Since this is a significant portion of the total value, the impact
to the national budget is significant, especially, in costs related to usage and maintenance.
The second reason is the scope of assets. The state assets under the jurisdiction of MoPW vary
widely and are located all over Indonesia. These assets generally consist of infrastructure assets
such as land, roads, bridges, reservoirs, irrigation systems, lakes, office buildings, and housing.
With the variety of assets, MoPW‟s assets represent state assets in Indonesia that mainly consist
of fixed-assets and other assets (see Figure 3.1).
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Figure 3.1: State Assets in Indonesia
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operational usage

(Source: Hadiyanto 2009)

Because of the variety of assets owned and their widespread location, managing state assets of
MoPW is very challenging. This represents the condition of SAM practices in Indonesia.
The third reason is the experience of change in managing assets. The practice of SAM in MoPW
has a long history, beginning with the Dutch occupation of Indonesia. The practices established
under Dutch rule continued during the Japanese occupation, through independence and into 21st
century public administrative practice. Thus, SAM practice in MoPW has taken place before and
after the reforms of 2003 and 2004, and the reform in 2006. Because of this change experience in
managing assets, the SAM practice relating to MoPW‟s assets was the appropriate example to
explore contemporary SAM reforms in Indonesia.
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3.4

Research Design

3.4.1 Measurement
A specific aim of this research is to explore the success of reform. To measure whether the
reform was successful, this research will apply the “before-and-after” design (Babbie 1989; de
Vaus 1991). Using the before-and-after design is justified because it is widely used in the field of
social science to determine the effectiveness and impact of a program by simply contacting the
same population in the pre-change and post-change periods (Amosa 2002, p. 43). In this
research, this was done by collecting data and information regarding conditions of SAM before
the reform period and after the reform period from participants who have knowledge or
experience of both regimes.
3.4.2 Research Population
The population in this research was those organisations dealing with SAM practices in the
MoPW. According to Law No.1/2004 on State Treasury and Government Regulation No.6/2006
on State and Regional Asset Management, there are three parties involved in state asset
management: the state asset manager, the state asset user, and the state asset user representative.
Based on those laws, there are two organisations responsible for managing state assets in the
MoPW: the Directorate General of State Asset Management (DGSAM)-Ministry of Finance
(MoF) and the MoPW itself. Therefore, the DGSAM-MoF is one component of the research
population, based on the following reasons. Firstly, DGSAM plays an important role in the
Indonesian SAM as the state asset manager responsible for implementing the new laws for SAM
and ensuring the public management of state assets is orderly, accountable and transparent.
Secondly, people who designed the reform in SAM and people who are implementing the reform
in SAM are also be found in DGSAM.
Meanwhile, the MoPW is chosen as a further component of the research population because of
its roles as the state asset user and the state asset user representative, who are responsible for
using the state assets under its jurisdiction in accordance with the organisation‟s main tasks and
functions. Also, the MoPW implements the reform in SAM within the organisation.
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3.4.3 Selection of Participants
The participants were identified and selected using the purposive sampling method. In purposive
sample, selecting the participants is based on the knowledge of a population and the purpose of
the study (Babbie 2002; Palys 2008). In this case study, the research participants were identified
and selected by the researcher based on the researcher‟s knowledge of the kinds of areas they
work in and their experience with reforms. This knowledge was gained from the researcher‟s 17
years‟ experience working for DGSAM-MoF. In identifying the participants from DGSAMMoF, the researcher had substantial knowledge of which officials to approach as potential
research participants. Identifying the participants from MoPW was based on the researcher‟s
knowledge and on recommendations from DGSAM officials working with MoPW assets.
To ensure reliability, the identification and selection of the key informants were subjected to
three criteria: governance structure, role and job description, and experience. For key informants
in DGSAM-MoF, the first criterion suggests the participants are identified and selected based on
their governance structure. In this case, officials from DGSAM‟s central, regional and service
offices who perform SAM and GG practices were selected as the key informants.
The second criterion suggests the participants should be identified and selected based on their
role and job descriptions. Therefore, the officials whose role and job descriptions are to design
policy and implement the policy of SAM were selected as the key informants. This group
consists of higher level officials (director, special advisor, and head of regional office), and
middle level officials (head of sub-directorate, head of division, and head of service office),
along with lower level officials (head of section and staff). The higher level officials are
responsible for designing policy in SAM. Information regarding policy in SAM (the reform and
GG practices) can be obtained by contacting these officials. The middle level officials are
responsible for implementing policy into practices. These officials, when contacted, provided
clearer information regarding the policy and practice in SAM (the reform and GG practices).
Meanwhile, the lower level officials (head of section and staff) are responsible for implementing
the policy and practices of SAM. The knowledge these officials have relate to information
regarding the implementation of GG practices in the reformed SAM.
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The third criterion suggests that the participants are identified and selected based on their
experience. In this case study, officials who have extensive experience in managing state assets
and who have either a general understanding of SAM practices of MoPW‟s assets or a specific
understanding of SAM practices of MoPW‟s assets, were selected as the key informants.
Meanwhile, for the key informants in MoPW, using the first criterion, officials from MoPW‟s
central office whose responsibility was the direct management of state assets were selected as the
key informants. In addition, by applying the second criterion, the key informants in MoPW were
specifically chosen because their job descriptions included implementing policy in SAM and
because of their positions as the state asset user (state asset user representative). Furthermore, by
applying the third criterion, officials from MoPW who have extensive experience in managing
state assets were selected as the key informants. The officials from MoPW were also grouped
into three categories: higher level officials (head of division), middle level official (head of subdivision), and lower level officials (head of section and staff). By interviewing these officials,
information regarding SAM practices of MoPW‟s assets (the reform and GG practices) was
obtained.
The attitudes and perceptions of government officials are important for this study because of
their position, as “elites” of the government. Harvey (2011, p. 431) defines the elites of the
government as those who occupy senior management and board-level positions within
organisations. More specifically, those people are key decision-makers, politicians and corporate
heads (Dabi & Hall 2014). Selecting elites as respondents is valuable if there is a need for greater
emphasis in understanding decision-making processes and policy impacts and perceptions (Dabi
& Hall 2014, p. 832). In addition, interviewing elite sources in government provides some
advantages compared to non-elites. First, the elites are well positioned to enhance the quantity
and quality of data collected (Delaney 2007; Marshall & Rossman 2010). Second, the elites are
generally good communicators, knowledgeable, appreciate research better than non-elites, and
have a wide scope of social, economic political influence (Robson 2008). Third, the elites are
also able to make available “confidential” or “behind the scenes” information to researchers,
which otherwise might not be available (Schoenberger 1991).

58
Figure 3.2 illustrates the research population and the research participants in this study.
Figure 3.2: Research Population and Research Participants
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Data Collection Methods and Analysis

3.5.1 Data Collection Methods
In this research, two research methods were applied to collect data and address the research
questions: in-depth interviews and document analysis. The justification of using more than one
technique in this research is provided by Patton (2001) and Webb et al. (1966), which is, to
strengthen the study and provide greater confidence of the findings. Also, in case study research,
multiple sources of evidence are collected and data created (Yin 1984), over a sustained period
of time (Creswell 1994) to gain a deeper understanding of the studied phenomenon.
For the data collection process, field work was conducted in Indonesia between late August 2013
and the early part of November 2013. In doing this, interviews with DGSAM-MoF officials were
conducted during late August 2013 until the end of September 2013. Meanwhile, interviews with
MoPW officials were conducted during early October 2013 until the beginning of November
2013. Documents related to SAM practices of MoPW‟s assets were also collected during the
field work period.
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3.5.1.1 Interviews

As the primary data collection method, in-depth interviews were conducted to address the
research questions and to achieve the aims of the study. Therefore, the interviews focused on the
participants‟ perceptions of three issues: the contemporary SAM reform in Indonesia, the extent
to which SAM reforms were seen to work, and the GG practices in SAM. Both unstructured and
semi-structured interviews were used to collect data. Unstructured interviews were used to gather
as much information as possible by allowing the interviewee to respond freely to a few general
questions as the interviewer simply responds to points that seem relevant (Bryman & Bell 2011,
p. 467). The questions asked in the interviews, such as, “How do you implement SAM reform in
Indonesia?”, were asked to assist in gaining an understanding of the reform phenomena in
Indonesia. Then, follow-up questions can be asked to understand more of the reform background,
such as, “Why is reform in SAM needed?” Meanwhile, using semi-structured interviews gave a
focus to other topics that the researcher wanted to explore, such as “Can you describe an
example of GG practices in SAM?” This question was to gain views from interviewees regarding
the practice of GG in SAM.
To gain different perspectives from the interviewees, the questions asked in the interviews were
clustered into two groups, based on the official‟s rank: the higher level officials, and middle and
lower level officials. The questions for the higher level group were designed to be more policy
oriented, aiming to gain insight from key policy designers regarding the reform in SAM and GG
practices in SAM. For example, “Do you think the reform in SAM is successful?” This question
was asked to gain the higher level officials‟ perceptions on what they considered to be successful
in the reform. Meanwhile, questions for the middle and lower level officials were designed for
more practically oriented aims, such as to gain insight from key policy implementers regarding
the SAM reform and GG practices in SAM. For example, “What do you know about the
implementation of GG in SAM?” (see Appendix 1 for the list of unstructured interview
questions).
To gain more comprehensive perceptions on the reform and GG practices in SAM from DGSAM
officials, the interviews were conducted with officials from three offices: central office in
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Jakarta, a regional office in Jakarta, and service offices in Jakarta (see Appendix 2 for the
organisational structure of DGSAM). The officials from the central office who were interviewed
consisted of a further three groups.
The first group was made up of the higher level officials, who have an understanding of SAM
reform promoting GG practices, and whose units are directly responsible for asset management,
including SAM of MoPW‟s assets. This group included the Director of State Assets and the
Director of State Asset Management and Information System. This group also included officials
who have an understanding of SAM reform, and whose units support asset management. The
latter consist of the Director of Auction and the Director of Legal and Public Relations.
The second group consisted of the middle-level officials, whose units are directly responsible for
the management of MoPW‟s assets. This group included the head of the sub-directorate at the
Directorate of State Assets and the Directorate of State Asset Management and Information
System.
The third group was made up of the lower level officials whose units are directly responsible for
the management of MoPW‟s assets, for example, the head of section at the Directorate of State
Assets and the Directorate of State Asset Management and Information System.
The officials from the Jakarta regional office interviewed for this study also consisted of three
groups. The first group was the higher level officials who have an understanding of promoting
GG practices to reform a system, and asset management of MoPW‟s assets. The second group
consisted of the middle-level officials whose units are directly responsible for asset management
of MoPW‟s assets, such as the head of the state asset management division. The last group
consisted of the lower level officials, whose units are directly responsible for asset management
of MoPW‟s assets, such as the head of section in the state asset management division.
The officials from the Jakarta service offices interviewed for this study were divided into two
groups: middle-level officials whose office was directly responsible for asset management of
MoPW‟s assets, such as the head of Jakarta service offices; and lower level officials whose units
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are directly responsible for management of MoPW‟s assets, such as section heads in the Jakarta
service offices.
The officials from MoPW interviewed for this study were solely officials from the MoPW‟s
central office who have an understanding of SAM reform promoting GG practices in MoPW,
and whose units are directly responsible for SAM of MoPW‟s assets, such as officials working at
the Centre for State Asset Management. These officials also consist of three groups: higher level
officials (head of division), middle-level officials (head of sub-division), and lower level officials
(head of section) (see Figure 4.3 for the organisational structure of MoPW). The total number of
key informants interviewed throughout this research was 25 officials with the details explained
in the Table 3.1. The demographics of the interviewees can be found in Appendix 3.
Table 3.1: Interviewee Details
No.

DGSAM-MoF

1.

Policy Designer

Central
Office

Regional
Office

Service Office

MoPW
Office

Central

6

1

–

1

5

1

2

2

2

2

2

1

13

4

4

4

(Higher Level Officials)
2.

Policy Implementer
(Middle Level Officials)

3.

Policy Implementer
(Lower Level Officials)
Total

3.5.1.2 Document Analysis

As the second data collection method, document analysis was conducted to address the research
questions and to achieve the aims and objective of the study. The term “document” refers to the
broad range of written and symbolic records, as well as any available materials and data
(Erlandson, Harris, Skipper & Allen 1993). For example, the implementation of contemporary
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SAM reform in Indonesia can be learned from laws, government regulations, minister
regulations, relevant research and seminar papers, and books and journal publications, while
improvements in SAM practices can be found from the performance reports, annual reports, and
audit reports. The documents analysed can also be used to confirm or justify the perspectives that
arise from the interviews. In doing so, documents from DGSAM-MoF and MoPW such as laws,
government regulations, ministerial regulations, annual reports and performance reports, were
analysed. Furthermore, to consolidate various judgements and claims, and balance a wide range
of attitudes and perceptions from DGSAM-MoF and MoPW officials, documents external to
DGSAM-MoF and MoPW were analysed. These include the Badan Pemeriksa Keuangan‟s
(BPK, the Supreme Audit Board) audit reports, the Central Government Financial Report
(Laporan Keuangan Pemerintah Pusat) and media reports (from various magazines and
newspapers).
3.5.2 Data Analysis
To guide analysis for answering the research questions, a thematic approach were adopted (Yin
2003). The focus of analysis was on the understanding of SAM reform and prescribed GG
practices by the research participants. Here, the linkages between the literature review, interview
questions and data analysis is illustrated in Figure 3.3.
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Figure 3.3 Linkages between Literature, Questions and Analysis

Literature review: SAM reform and GG practices

Interview questions:
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To what extent have SAM
reforms been seen to work?
How is good governance
practiced in SAM?

How do links between frameworks
for SAM reform and GG influence
SAM practices as experienced by
government officials?

Data collected:

Thematic analysis: Themes
emerging from data
analysis:

The success of reform

Nature of reform

The challenge to reform

Reform impacts

The adherence to GG
principles in SAM

Success of reform

The extent of adherence to
GG principles in SAM
The reason for adherence
to GG principles in SAM

Challenges to reform
Adherence to GG
principles
Reason for adherence or
non-adehrence to GG
principles

The literature review was used to find the gap in the literature, which then led to the research
questions. Based on the research questions, the interview questions were developed to collect
data from the fieldwork. Thematic analysis (Boyatzis 1998) is used to analyse the data collected
from interviews and document analysis using an inductive, respondent-centred approach to
analysis. These themes are then compared with findings from the literature review.
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The justification for using thematic analysis for this research is provided by Boyatzis (1998),
who argues that this process can be used with most qualitative methods, allowing for the
translation of a wide variety of types of qualitative information, such as interviews, documents,
and observations, into more meaningful relationships and patterns through an encoding process.
The data collection process produced texts, transcripts, and audio recordings gathered, in
particular, from the interviews. Analysis was initiated immediately after the data collection
process. This process was conducted firstly by transcribing the interviews. Secondly, NVivo
software was used to organise the data by bringing together all the interview transcripts and other
documents. By using NVivo, the data was then coded using the themes that arose from the
literature and interview questions. In this research, the themes were: nature of reform, reform
impacts, success of reform, challenges to reform, adherence to GG principles, and reasons for
adherence or non-adherence to GG principles (see Appendix 4 for the theme coding). Finally,
data reduction was carried out to enable better presentation of the descriptions and interpretations
of the phenomena derived from respondents‟ answers to the researcher‟s questions during
interviews, and from the analysis of the documents (Eisenhardt 1989). The results of the data
analysis will be presented in Chapters 4, 5 and 6, which will help to clarify the results and
discussion, and answer the research questions and sub-questions.
3.6

Insider Research and Ethics Approval

A key issue to be addressed in this research is that of insider research. Before being accepted to
the Professional Doctorate of Public Administration program at the University of Canberra, the
researcher worked for DGSAM-MoF. This brings some advantages, such as access to research
participants and other resources, and prior knowledge about the focus of the study, which
enabled the researcher to ask appropriate questions during interviews and to gain valuable
findings on the most important elements of the research (Galea 2009; Merriam et al. 2001;
Ravitch & Wirth 2007). However, there are also some disadvantages. For example, the value of
the research can be questioned because the researcher has prior knowledge and, therefore, may
pre-judge the topic being researched (Mitchell 1998, p. 29). Also, the relationship between the
researcher and research participants might influence the quality of the information provided by
research participants (Mitchell 1998, p. 32).
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To address these issues, the researcher acted professionally throughout the research. This was
done by positioning the researcher independently in the research, not as part of the organisation
where the case study was conducted. In addition, before the interviews, the researcher
encouraged the research participants to ignore the work relationship between the researcher and
the research participants. This was done by offering to share the benefits of the research outcome
for the research participants and the organisation. By doing this, comprehensive information was
provided by the research participants.
In order to strengthen the ethical conduct of this research, before the field work was conducted
the researcher sought and received approval from the University of Canberra‟s Human Research
Ethics Committee (HREC 13-130). The advice from the Human Research Ethics Committee and
the material used as part of the field work protocols for participants is set out in Appendixes 5–8.
The next chapter will present the story of SAM reform in Indonesia. In doing so, it discusses
contemporary SAM reform in Indonesia (the nature of the reform and its impact on SAM
practices) with specific discussion on SAM reform of the MoPW‟s assets.
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CHAPTER 4:
STATE ASSET MANAGEMENT REFORM IN INDONESIA

4.1

Introduction

This chapter presents part of primary data collection, which included interviews and document
analysis. This chapter identifies the key changes made by the government through reform of state
asset management (SAM) in Indonesia and provides insight into the expected impacts on
practices. In doing so, this chapter provides answer to the sub-research question of (1) “How has
contemporary state asset management reform been implemented in Indonesia?” To better
understand the reform, the discussion will be divided into two main stages of SAM practice in
Indonesia: those before the reform period (prior to 2004), and after the reform period (after
2004). This approach enables comparison of how good governance (GG) was and is practised in
SAM in Indonesia before and after the reforms.
This chapter is divided into three main sections. The first section discusses the practice of SAM
in Indonesia prior to the reform and the challenges faced by the practices. Section 2 discusses the
reform in SAM, including the background and rationale for reform, reform processes and
objectives, SAM practices after the reform, and reform impacts on SAM practices. In this
section, the problem of cultural challenge in SAM reform is explored. Section 3 discusses the
SAM reform of Ministry of Public Works (MoPW)‟s assets.
4.2

State Asset Management Practices Prior to Reform

The history of SAM in Indonesia prior to the era of reform is viewed from two periods of
practice: 1970–1989 and 1990–2004. This is because the government‟s focus on development
(infrastructure) started in the 1970s, during the New Order regime. After independence, and until
the late 1960s (the Old Order regime), the focus was to deal with severe economic conditions
and to manage the political situation (Adypato 2010). The period 1970–1989 is the early period
of SAM practice in Indonesia, which saw the government focus on building infrastructure to
support the government‟s programs. During the New Order regime of President Soeharto, the
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government‟s strategy was known as “Trilogi Pembangunan” (Three Focuses for Development),
and was designed to pursue national stability, economic growth and development equality. The
outcome of this development strategy was a rapid increase in the amount of government and
public infrastructure built, such as police and military headquarters, hospitals, government
offices, roads and irrigation systems (Hadiyanto 2009). However, during this period there was
little transparency or the application of accountability mechanisms to state assets. At the time,
the state budget calculation (Perhitungan Anggaran Negara or PAN) was the only budget
implementation accountability mechanism used. In PAN, the government only reported income
and expenditure for the year (GoI 2004b).
The consequence of relying on cash flows as an accountability mechanism was that there was no
obligation to report state assets owned by the government (Hadiyanto 2009). Thus, the number,
value, condition, and status of ownership of state assets could not be verified.
During the period 1990–2004, the national government started to recognise the importance of
accounting and reporting for successful budget implementation. This was to comply with laws
and regulations and, more fundamentally, the need to be able to show the state‟s financial
position. Establishing the State Financial Accounting Agency (Badan Akuntansi Keuangan
Negara) within the Ministry of Finance in 1990 was evidence of the effort to create a means of
improving central government financial reporting. The specific task for the agency was to
coordinate state asset administration across state ministries and agencies. During this period, the
importance of state assets was also recognised. In state administration, the assets were called “the
state asset inventory” (inventaris kekayaan negara). The inventory was administered manually by
the ministries, using single-entry bookkeeping. The government also started to pay attention to
asset reporting, using quarterly property movement reports and annual reports (Hadiyanto 2009).
Prior to 2004, the practice of SAM was based on two out-of-date laws created by the Dutch
during the East Indies occupation, namely Indische Comptabiliteits Wet (ICW) and Instructie en
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verdure bepalingen voor de Algemeene Rekenkamer (IAR) 2 . These laws established separate
inventories for cash flow and property and, as consequence, the central government financial
position could not be easily assessed, government accounting standards were not applied and the
inventory of state assets was manually prepared (Hadiyanto 2009, p. 274). These practices
directly contributed to the Indonesian financial crisis of 1998 because of the lack of trust in the
data on the Indonesian state‟s financial conditions. A DGSAM official from the central office
responsible for SAM policy described the situation as one in which:
We could not assure that Indonesia [condition] is fine; this is a matter of trust.
The foreigner wanted transparency, but what is to be believed? Even the
financial report did not exist. We only had the state budget calculation (PAN).
[For example] if we want to understand a company and decide to trust it or
not, then we have to see the financial report [on its financial position]
(MoF_1).
These conditions were symptoms of major governance issues within the central government.
Such issues were brought to the attention of the government through the findings of the BPK‟s
(the Supreme Audit Board) audit report (2004), the findings from the Commission for Corruption
Eradication investigation, and reports from mass media that criticised SAM. One of the
criticisms of SAM was the government‟s tendency to sell many state assets to raise funds quickly
(Siregar 2004). Following this practice, during the 1998 financial crisis many state assets,
managed by the Indonesian Bank Restructuring Agency (IBRA), and state-owned enterprises,
were sold to the public. Siregar (2004, p. 175) argues that there was no effort to optimise those
assets as economic stimuli to aid the economic recovery. This, however, changed with the
reforms.

2

ICW is the East Indies state treasury law stating that the East Indies national budget must have approval from the
parliament (Bagaskara 2013); IAR regulates the tasks of the BPK and the auditing conducted by the BPK
(Henandarto 2009).
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4.3

State Asset Management Reform in Indonesia

4.3.1 Background
As discussed in Chapter 2, reforms in SAM became an integral part of the Public Financial
Management (PFM) reform, and the broader public sector management reforms in Indonesia.
These reforms trace back to 1998, following the financial crisis and the fall of President
Soeharto‟s New Order regime. The responses to the problems of corruption, collusion and
nepotism (korupsi, kolusi dan nepotisme or KKN) were the major drivers for reform
(Mustopadidjaja 2003; Snape 1999). Thus, the main agenda of the reform movement by the new
regime was to eradicate KKN, which characterised the workings of the New Order regime and to
create a new legacy for subsequent Indonesian governments to address.
To provide the legal framework for the eradication of KKN, the government established new
legislation. Namely, in 1998, the People‟s Consultative Assembly (Majelis Permusyawaratan
Rakyat or MPR) established The MPR‟s Decree No.XI/MPR/1998 on Clean and Free of KKN
State Administration. Then, in 1999, Law No.29/1999 on Clean and Free of KKN State
Administration, was created. In 2001, specifically for the crime of corruption, the original law
concerning the eradication of corruption crime, Law No.31/1999, was replaced by Law
No.20/2001 on Amendment of Law No.31/1999 on Eradication of Corruption. However, the
effort to eradicate KKN was unsuccessful, in part because the functions of the corruption
eradication agencies were still limited and there were competing interpretations among the law
enforcement agencies on the intent of the new regulations and how best to implement them
(Mustapadidjaja 2003).
One of the most important areas for reform in Indonesian public sector management (PSM) is
public financial management (PFM) reform. The stepping stone for the reform was in 2003 when
the government established Law No.17/2003 (UU No.17/2003) on State Finance. This law was
important because it further outlined three basic principles of state financial management already
stated in the Indonesian Constitution: professionalism, transparency and accountability. Each is
intended to create GG. In addition, it introduced new principles based on best practice for state
financial

management,

which

were

result-oriented

accountability,

professionalism,
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proportionality, transparency in state financial management, and an independent financial audit
(Nasution 2009, p. 320). Then, in 2004, the government established two further important laws
to replace the older law of ICW and IAR: Law No.1/2004 (UU No.1/2004) on State Treasury and
Law No.15/2004 (UU No.15/2004) on State Finance Management Audit and Accountability.
The reforms of 2003 and 2004, especially through these three laws, reinforced the tasks and
functions of the Ministry of Finance (MoF) as a key agent for the Indonesian government in
reforming state financial management. Under these new laws, MoF was responsible for the
management of state finances through the national budget. This included managing fiscal policy,
state revenue and expenditure policy, and the management of risk financing. Equally important
was the role of MoF in functioning as the State Treasurer to run the national budget, manage
state assets, generate budget revenue from the public use of state assets, and reporting on the
running of the national budget. Also MoF was invested with the role of the regulator of capital
markets and non-banking financial institutions (insurance, superannuation, credit guarantee, and
savings), and serving as the public accountant and asset valuer regulator (Suara Karya 2008).
Thus, through these laws the role of MoF as the state asset manager was made central to reform
in state financial management. With this new set of tasks, further reform in SAM was underway.
4.3.2

Rationale of Reform

The reform in Indonesia‟s SAM was influenced by earlier SAM practices. The Inspectorate
General of the Ministry of Health recognised four constraints that characterised SAM before the
reform: management of assets, LKPP, laws and regulations, and perceptions about managing
assets (Inspektorat Jenderal Depkes 2008).
The first constraint was the practices of managing state assets owned by the government. Before
the reform, there was inadequate data regarding the quantity, value, condition and status of
ownership of the assets. This was a concern because the large number and high value of
Indonesian state assets due to the government‟s development policies. This was especially
concerning for the BPK. In 2004, in its audit reports to the Central Government Financial Report
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(Laporan Keuangan Pemerintah Pusat or LKPP), the BPK found a number of shortcomings in
SAM, including:


data on state assets in the balance sheet were unreliable



the ministries and agencies fixed-assets were reported, but not to the level of quality
prescribed by the government accounting standard



recording and reporting procedures of state assets were not conducted according to
accounting systems in place



weaknesses in the SAM internal control system were identified (DJKN 2013b, p. 33).

The asset management information system was not integrated with the financial accounting
information system and this lack of data is significant because:
In accounting, the asset value is the acquisition value, but many state assets
did not have value or the value was not clear. [This is, especially so for] the
assets from the 1960s and 1970s where the acquisition values were unclear
(MoF_2).
Because of these shortcomings, the BPK offered a number of disclaimers, which meant the BPK
could not verify the status of assets owned by the government.
The second pre-existing practice was the LKPP. The government‟s obligation was to reveal to
the public its financial position in regards to state assets. However, before the era of reform there
was no accurate state asset database to support LKPP. This was because the inventory of state
assets was done manually and the electronic system used to collect this data was inadequate.
Therefore, the estimation of the number and value of state assets was not accurate. In relation to
this, a respondent from DGSAM central office responsible for SAM policy said:
If we’re looking at a company, if it is a rich company, we can see the wealth
from the balance sheet. The balance sheet will show how much is the asset and
how much is the debt. So there is balance. It’s been said Indonesia is a rich
country, but the balance sheet is still unqualified (MoF_1).
Another respondent from DGSAM regional office responsible for SAM policy acknowledged the
problem of asset reporting saying:
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... after independence in 1945, we never have what is called “state wealth”.
There was only the “budget report”. This report was also un-balanced with
spending and buying. We did not know [what] the spending is for. Buying
what? We never knew because there was no asset report (MoF_3).
The third pre-existing practice relates to the laws and regulations on SAM. Before the reform,
the laws and regulations on SAM were limited and fragmented and were not adequate for the
management of state assets. For example, the asset management cycle approach had not been
adopted and there was no specific law or regulation that provided the legal umbrella for
managing all state assets.
The final constraint from earlier practices was the perceptions about managing state assets, with
the practice of SAM dominated by confusion about of how to best manage state assets. Before
the reform, the government ministries and agencies acted as both the owner and user of state
assets. Thus, the mindset was that they were free to do as they wished with state assets. This
condition reflects the problem of cultural challenge in organisational change theory. That is, the
institution (government ministries and agencies) can be viewed as behaving like fully competent
individuals, in rational pursuit of their self-interests, who have designed the institutions to suit
those purposes. The expectation from the reforms was that these conditions would change.
4.3.3 Reform Processes and Objectives
The reform in 2003 and 2004 was an important step towards providing the basis for further
reforms in 2006. There were three focuses of reform from 2006 onwards: strengthening the laws
and regulations on SAM, defining responsibility for SAM, and strengthening the processes and
procedures of SAM.
Strengthening the Laws and Regulations on SAM

A pre-reform condition was a limited and fragmented laws and regulations governing SAM.
Also, there was no specific, umbrella law to manage all state assets. This changed in 2004, when
the government established Law No.1/2004 on State Treasury, which drove the reform. This law
was the highest legal umbrella for managing state assets and ensured that SAM functions were
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part of the national treasury functions. This meant that, in the cycle of national finance (planning,
budgeting, treasury and auditing), SAM became a sub-cycle and an integral part of the broader
treasury function (Hadiyanto 2009). To implement this law, the government established a
specific regulation in 2006: Government Regulation No.6/2006 (PP No.6/2006), State and
Regional Asset Management. This regulation provides the foundation for Indonesian SAM in
terms of practices (policies and procedures)3‟ 4.
Furthermore, Regulation PP No.6/2006 changed the paradigm of SAM from administering to
managing state assets. This change in paradigm was demonstrated by:


a broader scope of management from planning needs and budgeting, procurement, usage,
utilisation, security and maintenance, appraisal, disposal, transfer, administration, and
monitoring, supervision, and control



a new role of asset manager for officials responsible in managing state assets



the integration of managerial aspects and state asset reporting in the financial statement
as part of accountability mechanism for the national and regional budget (Hadiyanto
2009, p. 277).

The consequences for those working in state asset management were significant:
…we have changed from asset administrator to asset manager. Asset
management consists of, starting from planning, acquisition to disposal. In the
middle, there is development, maintenance, and utilisation. Asset management
is not only about: here is the asset, we manage [it], we administered [it], we
report [on it], finished. It’s not that. We must be [more strongly] aware. [If]
there is an idle asset, [we must ask] what to do with this asset be? Do we
manage it? (MoF_1).
The implementation of PP No.6/2006 was further strengthened through the Minister of Finance‟s
regulations for the business process for SAM. Among those regulations are: The Minister of

3

In 2008, minor amendments were made to PP No.6/2006 through the establishment of PP No.38/2008 of The
Changes to PP No.6/2006 for the State and Regional Asset Management.
4

In 2014, PP No.6/2006 was replaced by the Government Regulation No.27/2014 (PP No.27/2014) titled, The State
and Regional Asset Management to improve the regulation. However, this research focuses on PP No.6/2006 as the
field work was conducted before the introduction of PP No.27/2014.
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Finance Regulation No.96/2007 on Guidelines for the Usage, Utilisation, Disposal and Transfer
of State Assets, The Minister of Finance Regulation No.97/2007 on Classification and
Codification of State Assets, The Minister of Finance Regulation No.120/2007 on State Asset
Administration, and The Minister of Finance Regulation No.02/2008 on State Asset Valuation.
Defining Responsibility for SAM

As mentioned earlier, there was confusion about the role of SAM before the reform, with the
ministries and agencies acting both as the asset owner and the asset user. The SAM reform
introduced the separation of roles between asset manager and asset user. Consequently, the
position of state asset manager moved to the Minister of Finance (as the state treasurer), with
responsibilities including drafting policy, and regulating and enacting SAM guidelines (Article 4
PP No.6/2006). The management of regional assets became the responsibility of regional asset
managers, held by the governors, regents or mayors, with responsibilities including enacting
policy in regional asset management (Article 5 PP No.6/2006). The reform also introduced the
position of state asset user, held by the minister or head of a government agency. Among the
state asset user responsibilities is using state assets under their jurisdiction for the purpose of
delivering the main tasks and functions of their respective ministry or agency (Article 6 PP
No.6/2006). The separation of roles in Indonesian SAM (i.e. asset manager and asset user)
differed from the common practice of all roles held by the same position (asset owner, asset
manager and asset provider).
To support the function of the Minister of Finance as the state asset manager, in December 2006
a new unit within the MoF was created – Directorate General of State Asset Management
(DGSAM/Direktorat Jenderal Kekayaan Negara or DJKN). This unit was established through the
merger of the Directorate General of State Claims and Auction Management, the Directorate of
State Asset Management at the Directorate General of Treasury, and the State Asset
Management Division at the Directorate General of Treasury Regional Office. The main tasks of
the newly created DGSAM were to implement the new laws for SAM and ensure the public
management of state asset were in order, accountable and transparent. In this instance, the
Director General of SAM acts as the state asset manager on behalf the Minister of Finance.
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At the ministerial and agency level, as the state asset user, a specific unit responsible for SAM
was also created in some ministries and agencies, including the Ministry of Public Works, the
Ministry of Defence, and the Ministry of Energy and Mineral Resources. The unit was called
“Pusat Pengelolaan Barang Milik Negara” (the Centre for SAM).
Strengthening the Processes and Procedures of SAM

One of the concerns about earlier practices of SAM was how to best manage state assets.
Therefore, a new model of managing state assets was introduced by DGSAM in 2007: The
Roadmap for Strategic Asset Management. The rationale behind introducing strategic asset
management was the need for guidance to enable sound and modern SAM practices. This was
done by establishing and resourcing organisational components (regulations, systems and
working procedures, human resources and information technology); conducting state asset
improvement programs by inventory and valuation; creating a state asset inventory database and
state asset report; and optimising SAM by the best use of assets and contributing to an effective
and efficient national budget.
One priority in the Roadmap was the state asset improvement program by inventory and
valuation (inventarisasi and penilaian or IP). The legal umbrella for this program was the
Presidential Decree No.17/2007 (Keppres No.17/2007), The State Asset Improvement Program
Team. The program was conducted between 2007 until 2008, and then extended until 2010.
Among the program actions were the inventory, appraisal and certification of all state assets
under ministries and agencies, to improve and secure the assets in an orderly, effective, efficient
and accountable manner (Second Decree Keppres No.17/2007). The objective was to be able to
identify the number and value of state assets accurately, which was lacking in the previous
practice. The four main focuses of the program were: updating state asset administration in the
State Property Accounting and Information Management System (Sistem Informasi Manajemen
dan Akuntansi Barang Milik Negara or SIMAK BMN); creating state asset administrations in all
central government ministries and agencies; revealing corrections of the value of fixed state
assets for the 2004 balance sheet of the ministries and agencies‟ financial report; and conducting
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follow-up administration and management of state assets in an orderly and effective way. Figure
4.1 shows the summary of The Roadmap for Strategic Asset Management.
Figure 4.1: The Initial Roadmap for Strategic Asset Management

2010 onwards
2008-2009
State asset inventory
and valuation program
continuation

Planning and
budgeting integration
and state asset
planning
SAM optimisation

Improvement of
internal controlling
system and
governance of SAM

2007
Establshing and resourcing
organisational components
State asset inventory and valuation
program

Reliable and
accountable
administration

(Source: Hadiyanto 2009, p. 281)

In 2012, DGSAM recognised the need to adjust the Roadmap for SAM because the planning and
budgeting integration and state asset planning were not being conducted well. The view was that
more cooperation was needed among related institutions. For example, more coordination was
needed between DGSAM as the state asset manager, and the Directorate General of Budget-MoF
regarding the process for budget approval of asset planning. The state asset improvement
program by inventory and valuation also showed that some assets needed more valuation, while
the BPK‟s recommendation from the audit of the LKPP required further actions, such as
clarification around missing assets. Therefore, the Roadmap was adjusted in 2012. Figure 4.2
shows the adjusted Roadmap for Strategic Asset Management:
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Figure 4.2: The Roadmap for Strategic Asset Management as Revised in 2012

2013 onwards
Integration of budget and asset
planning

2007-2009 (Improvement
Period)
Establishing and resourcing
organisational components
Drafting regulation and policy
State asset inventory program
Improvement of state asset
internal controlling system
Reliable and accountable
administration

2010-2012 (Utilisation and
Preparation Period)

Optimising SAM

Utilisation in order to optimise
SAM

Accrual based administration

State asset (land) certification

Follow up the result of state
asset inventory program and
the BPK' audit findings
Preparation of asset planning
State asset administration
toward accrual basis accounting
Completion of state assets from
Consentration Fund/Supporting
Task (Dana Konsentrasi/Tugas
Perbantuan)
Identification and bookeeping
of state asset certicicates

(Source: Tim Direktorat BMN 2012, p. 9)

In addition, the directions of reform to create sound administration and management of state
assets were described in PP No.6/2006. How these objectives were to be realised were set out in
the DGSAM‟s vision statement, which highlights maximising income from state assets, efficient
expenditure and greater effectiveness in SAM, securing the possession of state assets,
maintaining sound administration and legal requirements for state assets, and creating a database
of state assets and their value (DJKN 2013a).
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4.3.4 SAM Practices after Reform
The practice of SAM after the reform of 2006 focused on securing sound administration and
management of state assets. Here, the practice was based on PP No.6/2006. The practices of
SAM promoted by the reform are set out below.
Broader Scope of SAM

With the reform of SAM, the scope of assets was broadened. The state assets recognised in SAM
were not only in the form of state asset inventory, financed from the national budget, as it had
been previously. Based on Law No.1/2004 on The State Treasury, the state assets consisted of all
assets financed or acquired from the national budget and all assets acquired from other legal
acquisition (Article 1 point 10 Law No.1/2004). The explanation of assets acquired from other
legal acquisition is that these are assets acquired from grants or donations, through the
implementation of agreement or contract, through laws, and from judicial verdicts (Point 2a
General Explanation of PP No.6/2006). In addition, the activities in SAM were also broadened to
include managing the asset cycle, which is: planning and budgeting, procurement, usage,
utilisation, security and maintenance, appraisal, disposal, transfer, administration, monitoring,
supervision, and control (Article 49 point 6 Explanation of Law No.1/2004).
Clearer Role in SAM

After the reform, there were three parties responsible for SAM: the Minister of Finance, as the
state asset manager; the minister or the head of agency, as the state asset user; and the head of the
task force within the ministry or agency, as the state asset user representative. Each party has
different authorities, responsibilities and functions. The state asset manager has three functions:
regulation, management and administrative decision-making (Article 7 point 2q, 42 point 1, 46
point 3 Law No.1/2004). Meanwhile, the function of the minister or the head of agency is using
the state assets under their jurisdiction to support the main tasks and functions of their ministry
or agency (Article 4, 42 point 2, 44 Law No.1/2004). In implementing their functions, the
minister or the head of agency has the authority to appoint the state asset user representative. The
consequence of this new arrangement is that now the position of the ministry and agency is only
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as the asset user. In practice, every action regarding the assets needs to be approved by the state
asset manager. For example, to dispose an asset, the state asset user must send an application to
DGSAM with supporting documentation.
Strong Focus on State Asset Planning, Budgeting and Procurement

There was a new focus on state asset planning, budgeting and procurement in the reform. This is
in line with the need to improve SAM practices because Indonesian investment in state assets is
vast. State asset planning is important for efficiency and effectiveness in SAM. Thus, state asset
planning must be able to connect the existing assets obtained from previous procurements with
the current conditions for future actions (Point 2c General Explanation of PP No.6/2006). It
means that asset planning becomes one of the bases in drafting the budget plans of the ministry
or agency. Hence, asset planning should represent the actual needs of assets of the ministry or
agency. In turn, the asset plan should determine the result of asset procurement, and such
procurement should support the main tasks and functions of the government. In practice,
DGSAM will assess the asset plan of the ministry and agency (the need for asset and trend for
capital and maintenance expenditure). For example, if the ministry or agency has an asset not in
use (idle asset) then procurement of a new asset is unlikely to be approved.
Sound Usage of State Asset

The reform promoted state asset usage confirmation, which recognises that state assets are used
to support the main tasks and functions of the ministry or agency or task force (Article 42 point 2
Law No.1/2004). The consequence of this is that the state assets needed to support government
functions cannot be transferred to another party (Article 45 point 1 Law No.1/2004). This
requirement was essential to stop the earlier practice of selling state assets to quickly raise funds
for the government. In addition, to secure the sound usage of state assets, the state asset users
must report to the state asset manager every asset acquired by the ministry or agency or task
force. Then, the state asset manager will confirm the asset usage (Article 14 PP No.6/2006) by
publishing a letter of confirmation.
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Sound Administration of State Assets

The practice of state asset administration was improved after the reform, which introduced
bookkeeping, inventory and reporting (Point 2e General Explanation of PP No.6/2006). In terms
of asset bookkeeping, the state assets under the jurisdiction of the state asset user must be
recorded through a bookkeeping process that includes the User Representative Asset List (Daftar
Barang Kuasa Pengguna) by the state asset user representative; the User Asset List (Daftar
Barang Pengguna) by the state asset user; and the State Asset List (Daftar Barang Milik Negara)
by the state asset manager (Article 67 PP No.6/2006).
In terms of asset inventory, the process of data entry was conducted manually before the change
to electronic data entry using SIMAK BMN. In terms of asset reporting, a more comprehensive
asset reporting mechanism was used – the LKPP. There was also a strong connection between
bookkeeping, inventory and reporting as the results of the bookkeeping and the inventory process
were needed in the state asset reporting process by the state asset user, the state asset user
representative, and the state asset manager. Furthermore, the results of the state asset
administration are used for drafting the government‟s annual balance sheet, identifying planning
needs of the state assets procurement and maintenance for budget drafting, and securing
administration of state assets.
More Secure Physical and Legal Arrangements for Assets

The disorderly asset administration practice before the reform meant that, physically and legally,
assets could not be secured. Thus, many built or land assets were occupied by illegal occupants,
or did not have legal documentation of ownership. Therefore, after the reform, securing the
administration of assets, and the physical and legal standing of assets, were key priorities for
SAM. The state asset user representatives, the state asset users, and the state asset managers are
required to secure the state asset under their jurisdiction. Doing so is intended to support the
main tasks and functions of the government. Physically securing the built and land assets was
done, for example (for land assets), by measuring the land area, determining the land borders and
installing fences to enclose the land. To secure the legality of assets, certificates were issued
under the name of the Indonesian Government for all land assets of each ministry and agency.
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Towards More Reliable State Asset Valuation

In the earlier practices of SAM, the value of state assets could not be verified. Therefore, the
current practices of SAM aim for more reliable values of state assets. This is done through
conducting state asset valuation. Hence, state asset valuation is needed in SAM to establish the
fair value of assets based on laws and regulations (Point 2g General Explanation of PP
No.6/2006). The three purposes of state asset valuation are obtaining the fair value (to be
included in the government‟s balance sheet), utilising state assets, and specifying transfer
processes.
More Effort to Utilise State Assets

The current practice of SAM promotes state asset utilisation. This is an improvement on the
earlier practices where many state assets were being sold to raise funds for the government
quickly. The basic guideline for state assets is that it can be utilised or transferred if not used for
the government‟s activities (Point 2h General Explanation of PP No.6/2006). There are
differences between utilisation and transfer: in terms of utilisation, there was no ownership
transfer from the government to another party, but in terms of transfer, there was a change of
ownership from the government to another party. It was regulated that, if there was an asset (land
or building) that was not fully used according to the main tasks and functions of the asset‟s user
institution, it must be handed over to the Minister of Finance as the state asset manager (Article
49 point 3 Law No.1/2004). The state assets being handed over to the state asset manager were
further utilised in three ways (Article 17 point 4 PP No.6/2006). First, the asset was used by
another institution that needed it to support its main tasks and functions. The procedure for this
was to transfer the usage status of the asset. Second, the asset was utilised in various ways: lease
(sewa), utilisation cooperation with a third party (kerjasama pemanfaatan or KSP), usage
borrowing (pinjam pakai), and the Built Operate Transfer (bangun guna serah or BOT) or the
Built Transfer Operate (bangun serah guna or BTO) schemes. Third, the asset was transferred to
another party through sales (penjualan), exchange (tukar menukar), grants (hibah), or
government capital inclusion (penyertaan modal pemerintah).
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The state asset manager had the authority to conduct the utilisation and transfer of state assets.
Therefore, a ministry or an agency wishing to enable better asset utilisation (for example the
leasing of an asset) must submit a lease proposal to DGSAM for approval. Approval is based on
the proposal meeting all the requirements, including a feasibility study and a lease rate.
However, there were three exemptions: the utilisation of land or buildings to support the main
tasks and functions of the institution using it, and the location of the utilised asset is within the
institution (for example, utilised as a canteen or bank office); transfer in the form of exchange of
land or buildings, which was still used for the main tasks and functions, but no longer suit the
regional spatial planning or city planning; and transfer in the form of government capital
inclusion of land or buildings for state-owned enterprises or other state entity (Point 2h General
Explanation of PP No.6/2006). Exemption for these conditions is authorised by the state asset
user, but with approval from the state asset manager.
4.3.5 Reform Impacts on SAM Practices
The reform of SAM until 2012 brought significant impacts to SAM practices. Specifically,
reforms improved SAM practices, which had been previously characterised by inadequate data,
inaccurate database, limited and fragmented laws and regulations, and confusion about how to
best manage state assets.
First, a better state asset administration was established, especially regarding data on assets. To
do this, the state asset improvement program was launched in 2007. Among the objectives of the
program was to record the quantity, value, condition and status of ownership of the assets. The
program recorded the number and value of the state assets accordingly and, by 2012, inventory
and valuation had been conducted in 89 government ministries and agencies and the total value
of state assets recorded was more than Rp2000 trillion (DJKN 2013b). This was a major
achievement, particularly when compared to the early years of reform. For example, in 2005, the
value of state assets recorded was only Rp237 trillion (Tim Direktorat BMN 2012), distributed
across 71 government ministries and agencies.
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The program not only improved asset administration, but also the conditions that were identified
as concerns by BPK. That is, the program corrected the fixed-assets value for the 2004 balance
sheet of the ministries and agencies, which resulted in an improvement in the BPK‟s audit
opinion5 made on the LKPP, with its opinion changed from a “disclaimer” for the 2004–2008
LKPP (BPK 2010) to “qualified” (WDP) for 2009–2012 (BPK 2013; 2012; 2011; 2010). This
was because the asset data revealed in the government balance sheet was reliable, the fixedassets were reported to the level of quality prescribed by the government accounting standard,
the recording and reporting procedures of state assets were conducted according to systems in
place, and SAM internal control systems was strengthened. For example, the preparation of the
state property report was now prepared semi-annually and annually as a data source for preparing
the LKPP. Also, since 2009 there has been state property data reconciliation conducted between
three parties: MoF (Directorate General of Treasury and DGSAM), the BPK and the ministries
and agencies. The objective of this reconciliation was to obtain reliable state property data for the
state asset manager to be accountable, and the source for creating the LKPP (DJKN 2013b,
p. 38).
Second, there was improvement in the state asset information system that provides a database of
state assets. The manual inventory of state assets was changed to an electronic system, SIMAK
BMN, which has been applied in government ministries and agencies. In 2012, 88 ministries and
agencies were applying the system (DJKN 2013b, p. 34). Also, there has been an improvement
in the quality of asset value stated in the financial reports of ministries and agencies (DJKN
2013b, p. 30). This is conducted through the policy of state asset depreciation, based on the
Government Regulation No.71/2010 for The Government Accounting Standard. In 2012, 105

5

An “Opinion” is the auditor‟s professional statement of the financial information fairness presented in the financial
report based on (1) conformity with the government accounting standard (2) adequate disclosure (3) compliance
with law and regulation and (4) internal control system effectivity. There are four opinions which could be given by
the auditor (from the highest): unqualified opinion (wajar tanpa pengecualian or WTP); qualified opinion (wajar
dengan pengecualian or WDP); adverse opinion (tidak wajar); and disclaimer of opinion (pernyataan menolak
memberikan opini) (Point 1 Explanation of Article 16 Law No.15/2004).
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public service agencies (badan layanan umum or BLU) 6 applied depreciation for their asset
values (DJKN 2013b, p. 30) and these values were recorded in the database.
Third, the reform saw various regulations established since 2006 to create sound administration
and management of state assets. These include governmental regulations, presidential decrees,
ministerial regulations and decrees, and director general of SAM regulation and decrees.
However, these frameworks need to be revisited regularly. For example, PP No.6/2006 was
revised in 2008 (PP No.38/2008 on Changes to PP No.6/2006 for The State and Regional Asset
Management) and in 2014 (PP No.27/2014 on State and Regional Asset Management). This
suggests that SAM regulations are open to revisions as circumstances change. Furthermore,
intangible asset management, renovation of fixed-assets, and partial disposal of assets are areas
of SAM that continue to be challenging and have yet to be substantially addressed. For example,
a DGSAM official from the Jakarta service office responsible for SAM implementation,
expressed his concern over the lack of attention for the intangible assets in MoPW in the
following way:
So I noticed from 70 thousands assets we’re valued, none were books. And they
[MoPW] pretend they do not know [about it]. It was books from the 1900s with
high historical value. [The ones] having picture such as car and train and
hand-writen beautifully. If it’s being display [it will make] a museum. I saw it
by myself; try to imagine if we do not understand those things (MoF_10).
Finally, the reform clearly defined responsibilities in SAM – the state asset manager and the state
asset user – and confirmed how to best manage state assets. The state asset manager (DGSAMMoF) is responsible for managing state assets, while the state asset user (ministry and agency) is
responsible for using state assets to support their main tasks and functions. The consequence of
this new arrangement was that each ministry or agency was no longer performing a double role
of both asset owner and asset user. Thus, they can no longer whatever they wish with the assets
because every activity regarding the assets needs to be approved by the state asset manager. So,
with the reform, there was a change in mindset and culture of government officials whereby they

6

BLU refers to those organisations within the government created for providing goods or services on a quasibusiness basis with the objective improving efficiency and productivity (Article 1 point 1 Government Regulation
No.23/2005). For example, public hospitals under the Ministry of Health are classified as BLU.
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had to be more responsible with the assets. The changing paradigm from asset administration to
asset management, promoted by the reform, means that now the assets need to be administered
(recorded) and managed (recorded, valued, utilised).
The next section discusses SAM reform in the Ministry of Public Works (MoPW) as the case
study.
4.4

State Asset Management Reform of Ministry of Public Work’s Assets

The MoPW is one of the ministries and agencies within the Indonesian national government
implementing SAM reform to Law No.1/2004 and PP No.6/2006.
4.4.1 Background
4.4.1.1 The Organisation of MoPW

The history of public works can be traced back to the Dutch occupation of Indonesia. The word
“public works” (pekerjaan umum) comes from Dutch expression of “Openbare Werken”. During
the Dutch occupation, public works was under the jurisdiction of the Department Van Verkeer
and Waterstaat (Dep. V & W), which was led by a director and responsible for managing public
works and water. After Indonesian independence in 1945, the Department of Public Works (later
known as the Ministry of Public Works) was formally created. In 2014, the new government of
Indonesia decided to merge the Ministry of Public Works and the Ministry of People Housing
into the Ministry of Public Works and People Housing (MoPW&PH). For this research, the name
of MoPW will be used instead of MoPW&PH because the field work was conducted before the
merger and the respondents for this research were working in the MoPW.
The main task of this ministry is set out in the ministry‟s vision and mission. Its vision is to
ensure the availability of reliable public works infrastructure and housing to support a prosperous
Indonesia by 2025 (MoPW&PH 2015). In addition, there are several missions to be achieved by
MoPW, including spatial planning for national and regional development, public works for
infrastructure and housing, and management of the state‟s natural resources (MoPW&PH 2015).
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To achieve its vision and missions, from 2010 until 2014, MoPW was equipped with the
organisational structure, as set out in Figure 4.3.

Figure 4.3: The Organisational Structure of MoPW (until 2014)
Expert Staff to
the Minister

Minister
Vice Minister

Inspectorate
General

Secretary General

Directorate Generals

The Centres
(Source: The Minister of Public Works Regulation No.8/2010)

Based on Figure 4.3, the heads of the ministry are the Minister (Menteri) and the Vice Minister
(Wakil Menteri). The Minister and Vice Minister are supported by ministerial expert staff (Staf
Ahli Menteri), who consist of expert staff on integrated development (Bidang Keterpaduan
Pembangunan), economy and investment (Bidang Ekonomi dan Investasi), sociology and
community (Bidang Sosial Budaya dan Masyarakat), inter-agency relations (Bidang Hubungan
Antar Lembaga), and skill development and functional staff (Bidang Pengembangan Keahlian
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dan Tenaga Fungsional). There are eight Echelon7 I level units and 50 Echelon II level units in
MoPW. The Echelon I level units are: Inspectorate General (Inspektorat Jenderal), Secretary
General (Sekretariat Jenderal), Directorate General of Spatial Planning (Direktorat Jenderal
Penataan Ruang), Directorate General of Water Resource (Direktorat Jenderal Sumber Daya
Air), Directorate General of Bina Marga (Direktorat Jenderal Bina Marga), Directorate General
Cipta Karya (Direktorat Jenderal Cipta Karya), Agency for Construction Supervision (Badan
Pembinaan Konstruksi), and Agency for Research and Development (Badan Penelitian dan
Pengembangan).
Among the Echelon I level units, the Secretary General has the most Echelon II level units under
its organisational structure (10 units). They are: Bureau for Planning and International
Cooperation (Biro Perencanaan dan Kerja Sama Luar Negeri), Bureau for Human Resource and
Organisational Structure (Biro Kepegawaian dan Organisasi Tata Laksana), Finance Bureau
(Biro Keuangan), General Bureau (Biro Umum), Legal Bureau (Biro Hukum), Centre for Data
Analysis (Pusat Pengolahan Data), Centre for Education and Training (Pusat Pendidikan dan
Pelatihan), Centre for Public Communication (Pusat Komunikasi Publik), Centre for Strategic
Review (Pusat Kajian Strategis), and Centre for State Asset Management (Pusat Pengelolaan
Barang Milik Negara).
4.4.1.2 The Assets of MoPW

The assets of MoPW vary in type, but generally consist of infrastructure assets such as lands,
roads, bridges, reservoirs, irrigation systems, lakes, office buildings and housing. The position of
MoPW‟s assets for the years 2008–2012 can be seen in the Table 4.1. The Table shows the
variation of assets owned by MoPW with fixed-assets as the main contribution. Also, the value
of the assets grew significantly over the five-year period, especially land and roads, irrigation
and bridges.

7

The term “Echelon” refers to levels in the public service hierarchy. It indicates the taskss, responsibility, authority
and rights of a civil servant in commanding a government organisation unit (Article 3 & 2 Government Regulation
No.100/2000 for The Appointment of Civil Servant in Structural Position. There are 8 Echelon levels: IA, IB, IIA,
IIB, IIIA, IIIB, IVA, and IVB (Attachment of Government Regulation No.100/2000).
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Table 4.1: The State Asset Position of MoPW 2008–2012
Asset Type

2008

2009

2010

2011

2012

(Rp billion)
Current Assets
Inventory

34.112

84.155

775.116

401.249

397.247

9.993

43.590

59 135.044

234 174.374

376 454.697

Equipment and
Machinery

2942.095

3354.373

3671.585

5099.489

5997.749

Buildings

2508.304

4130.493

4752.496

5945.558

7552.813

67 775.636

136 299.596

224 044.250

282 171.745

301 628.323

1640.020

1388.089

1391.584

3684.133

5387.820

25 794.431

18 199.379

12 494.459

19 159.208

26 100.649

878.607

2298.397

3275.881

4251.359

4919.229

=

1973

374.856

475.711

590.642

111 565.751

209 346.485

309 915.271

555 362.825

729 029.169

Fixed-Assets
Land

Roads, Irrigation, and
Bridges
Other Fixed-Assets
Construction in Progress
Other Assets
Intangible Assets
Fixed-Assets Not In-Use
Total Value

(Source: PPBMN n.d., p. 25)

As mentioned earlier, MoPW has a long history of existence. With more than 60 years of work to
build the nation‟s infrastructure, MoPW‟s asset value contributes significantly to Indonesian
state asset value (PPBMN n.d., p. 9). Figure 4.4 shows the comparison of MoPW‟s asset value
and the Indonesian state asset value for the years 2008–2012.
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Figure 4.4: Comparison of MoPW and Indonesian State Asset Value (trillion Rp) 2008–2012
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(Source: PPBMN n.d., p. 10)

4.4.2 SAM Reform in MoPW
The SAM in MoPW was important for three reasons (PPBMN n.d., pp. 9–10). First, as the state
asset user, MoPW was required to support SAM based on PP No.6/2006. In this sense, the User
State Asset Report created by MoPW was used by the state asset manager (DGSAM-MoF) to
create the State Asset Annual Report. This report later becomes the source for creating MoPW‟s
financial report. Second, the number and value of state assets under the jurisdiction of MoPW are
the highest among all ministries and agencies. For example, in 2012, the total value of MoPW‟s
assets reached Rp729 trillion, which is 36% of the total value of Indonesian state assets. Third,
SAM in MoPW can be used as a form of accountability in managing assets and as a way to
persuade the public to take responsibility in using the assets in a sustainable way.
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The reform of SAM in MoPW was consistent with the reform in Indonesian SAM. The rationale
of the reform was that SAM practices needed to improve, especially in asset inventory and
reporting. The stepping stone for SAM reform in MoPW was the establishment of PP No.6/2006
as the legal basis for SAM in Indonesia. This regulation changed the condition of SAM in
MoPW. For those working in MoPW, this was a major change. For example, a respondent
responsible for SAM implementation described the situation in the following way:
So there was a massive paradigm change that before, we are the asset owner,
the property owner. So we can decide what to do with it as we like. When PP
No.6/2006 was issued, we are only the asset user; the asset manager is the
Minister of Finance (MoPW_4).
The reform process in MoPW can be described as follows. Firstly, the laws and regulations on
SAM were strengthened. To implement PP No.6/2006 within MoPW, various regulations were
issued by the minister. The main regulation was the Minister of Public Works Regulation
No.02/2009 on Guidelines for Usage Status Confirmation, Utilisation, Disposal and Transfer of
State Asset within MoPW. This regulation provided the guidelines for SAM within MoPW in
terms of asset usage, asset utilisation, asset disposal and asset transfer. In addition, a ministerial
instruction and circular letter regarding asset reporting and asset inventory was issued (the
Minister of Public Works Circular Letter No.6/2008 on Guidelines to Drafting of Semi-annual
and Annual Report of State Asset at MoPW and the Minister of Public Works Instruction
No.05/2011 on Safety and Administration of Inventory Asset at MoPW). With these new
regulations, SAM practices of MoPW‟s assets became more sound. For example, the report of
state assets must now be conducted regularly every six months and every 12 months. This creates
new information showing the balance in assets being inventoried and being reported.
Secondly, the role of the state asset user responsible for using state assets according to its main
tasks and functions, was optimised. This was done in 2008 by creating an Echelon II unit named
“The Centre for State Asset Management” (Pusat Pengelolaan Barang Milik Negara or PPBMN).
Placed under the supervision of the Secretary General of MoPW, the unit has many functions:
drafting SAM planning and programs; providing guidance, supervision and control of SAM;
developing SAM systems and products; providing guidance on SAM report implementation;
administering state property at the ministerial level; providing guidance on the transfer,
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utilisation and disposal of state assets; gathering and securing state asset ownership documents
and processing state assets; monitoring and evaluating the administration, transfer, utilisation and
state asset usage; coordinating the state asset inventory and re-evaluation; and coordinating the
certification of assets and ownership strengthening (PPBMN n.d., p. 12). With the establishment
of PPBMN, SAM practices in MoPW became more coordinated.
Thirdly, the circumstances which led to the BPK‟s opinion of “disclaimer” to MoPW‟s financial
report were improved:


The legal rights of land assets within MoPW was secured and strengthened. To guide the
program, the Minister of Public Works Regulation No.22/2006 on Securing and
Strengthening Land Legal Title of MoPW was established in 2006.



The BPK‟s audit findings on MoPW‟s financial report were identified and further actions
were taken.



The regulation and software used in SAM within MoPW was advised.



The state asset improvement program by inventory and valuation (IP) was conducted.
There were two focuses of the program: to conduct an inventory and to value state assets
within MoPW. To guide this activity, the Minister of Public Works Decree No.227/2008
on The Creation of State Property Improvement and Inventory Team within MoPW was
established in 2008.

4.4.3 Reform Impacts on SAM Practices in MoPW
The impacts of reform on SAM practices within MoPW were that the reform improved the
condition of SAM in MoPW in two ways. First, the reform promoted a better state asset
administration through the state asset improvement program (IP). The program consisted of state
asset inventory and valuation, which became the major focus of reform. In cooperation with
DGSAM-MoF, MoPW was better able to record the number and value of state assets. This was
important because before the reform the number and value of the assets was unreliable, which
led to BPK‟s disclaimer opinion for MoPW‟s financial report. In addition, the IP program
significantly improved the value of state assets. For example, in 2009, the total value of state
assets recorded was just over Rp209 trillion (PPBMN n.d., p. 26). By 2012, this number
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improved significantly to over than Rp729 trillion (DJKN 2013b). Furthermore, the program is
also improved the BPK audit‟s opinion towards the MoPW‟s financial report: in 2012, the
opinion given by the BPK was the highest opinion which is WTP (unqualified), although there
were still with some explanatory paragraphs (MoPW&SH 2013).
Second, the reform saw the replacement of the manual inventory of assets with an electronic
asset inventory. The SIMAK BMN system was fully applied to all of MoPW‟s task forces. In
addition, asset depreciation was implemented for fixed-assets in its public service agency (BLU)
task force. That is, the asset value must consider its depreciation, making the estimated value of
the assets more accurate.
4.4.4 SAM Practices in MoPW
Until 2012, the SAM practice in MoPW still focused on state asset administration, security and
maintenance, and valuation. However, asset usage and asset utilisation practised in MoPW
improved. For example, in terms of state asset usage, the effort to optimise the confirmation of
asset usage within MoPW faced two challenges. The first was the lack of asset certificates. In
order to confirm the asset‟s usage, the asset must be supported by a certificate of ownership. The
problem was many of state assets under the MoPW‟s jurisdiction were not supported by a
certificate of ownership. The second challenge was the process of state asset certification by the
National Land Authority (Badan Pertanahan Nasional or BPN). In this instance, the BPN
prioritised asset (land asset) that were “free and clear” from any issues, but many state assets
under MoPW‟s jurisdiction were not in a “free and clear” condition. Thus, the certification
could not be processed because of the time needed to resolve the issues.
In terms of state asset utilisation, the lease of assets had become the preferred practice in MoPW.
This was for several reasons. First, through a lease, the asset is owned by MoPW, but is
transferred to another party so the asset can be better used. If the asset is needed in the future, it
will be easy to have it returned by reviewing the lease. Second, the lease is the best option for
securing assets. By leasing the asset, especially for assets located in remote areas, the lease will
protect the assets from occupation by illegal occupants. However, leasing was not without
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challenges. The first challenge was that there was a series of processes that needed to be
followed for a lease. For example, the application from the state asset user (MoPW) to the state
asset manager (DGSAM-MoF) to create a lease requires a proposal of feasibility and that the
state asset manager reviews the application (Point VI Attachment II Minister of Finance
Regulation No.96/2007). Thus, it takes time until a decision is made to approve or reject the
application. The second challenge is that the lease rate determined by DGSAM may not match
the lease rate proposed by MoPW. This is because the lease rate made by DGSAM may be too
high or the proposed lease rate is too low. These two challenges can deter potential tenants who
would otherwise lease the asset and, as a consequence, an agreement for a lease may not be
achieved.
4.5

Conclusion

SAM reform is an integral part of reform in public financial management and the broader PSM
reforms in Indonesia. The intent of the reform was to improve the earlier SAM practices. These
earlier approaches showed inadequate asset administration, inaccurate asset tracking and
recording, limited and fragmented regulation, and confusion on how to best manage assets. In
response, the three focuses of reform were changes in laws and regulations with the
establishment of PP No.6/2006 and its accompanying regulations; organisation with the
establishment of DGSAM; and processes and procedures with the establishment of The Roadmap
for Strategic Asset Management. In general, the impacts of reform on SAM practices can be seen
from three perspectives: asset administration, asset regulation, and asset management activities,
and the different practices of SAM before and after the reform can be understood from three
perspectives: the legal basis, the practice of assets, and the asset reporting mechanisms. Table 4.2
illustrates the practice of SAM in Indonesia before and after the reform (until 2012).
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Table 4.2: The Journey of State Asset Management in Indonesia
Before the Reform

After the Reform

From 1970 to 1989

1990 to 2004

After 2004 (until 2012)

Legal basis:

Legal basis:

Legal basis:

“ICW”

“ICW”

Law No.1/2004

“IAR”

“IAR”

Law No.15/2004
PP No.6/2006

Practice:

Practice:

Practice:

Three Focuses for Development

Manual inventory of asset

Strategic Asset Management

Selling of assets by IBRA

Asset reporting:
The State
(PAN)

Budget

Calculation

Asset reporting:

Asset reporting:

The Quarterly Property Movement
Report

User Asset List

The Annual Report

State Asset List
Central
Report

Government

Financial

This table shows that before the reform, SAM practices in Indonesia only focused on acquiring
and disposing of assets. This is somewhat influenced by the legal basis of SAM, which was out
of date, and the lack of more robust accountability mechanisms. The focus of asset
administration was on the administration of those assets rather than a more active management
approach offered by contemporary public management practices. This changed with the reform
where the new regulation introduced a new regime for the administration and management of
state assets. The reform also recognised the importance of GG practices in SAM through the
principles of functionality, rule of law, transparency, efficiency, accountability, and value
certainty. However, the extent to which SAM reforms were seen to work and how GG is
practised in SAM are unclear. Therefore, interviews were conducted with officials responsible
for managing state assets. The objective was to gain their understanding of SAM reform
promoting GG practices as the result of their daily experiences. To justify the perceptions of the
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participants, documents related to SAM were analysed. The next chapter will present the views
and experiences of government officials within the national bureaucracy on the extent to which
SAM reforms were seen to work and GG practices in SAM. Based on these thoughts and
practices, the links between SAM reform, the adoption of GG practices in SAM, and SAM
practices will be identified.

97

CHAPTER 5:
VIEWS AND EXPERIENCE OF REFORM

5.1

Introduction

Having set the context of reform and described the process of implementation in previous
chapters, this chapter presents the views and experience of reform from the perspectives of
government officials working with state asset management (SAM) policy and procedures as they
work through this process of reform. The objectives were to gain their understanding on the
success of reform and the challenges to reform, and on the adherence to good governance (GG)
principles in SAM and the reasons for such adherence or non-adherence. In doing so, this chapter
provides answers to the sub-research question of (2) “To what extent have state asset
management reforms been seen to work?” and (3) “How is good governance practised in state
asset management?” The discussion in this chapter will be presented in two main sections:
Section 1 discusses the understanding of the officials on the extent to which SAM reforms were
seen to work (the success of reform and the challenges to reform); and Section 2 discusses the
understanding of the officials on GG practices in SAM (the adherence and reason for adherence
or non-adherence).
5.2

The Extent to Which State Asset Management Reforms Were Seen to Work

This section presents, and comments on, the respondents‟ perceptions of the extent to which
SAM reforms were seen to work. These perceptions were obtained by exploring their thoughts
and expereinces on the success of reform and the challenges to reform. The views of DGSAM
officials are presented first as they have a broader understanding of SAM reform in Indonesia,
including SAM of MoPW‟s assets. This is followed by the views of MoPW officials.
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5.2.1 The Success of Reform
5.2.1.1 Perceptions of DGSAM Officials

The majority of DGSAM officials viewed the reform of SAM in Indonesia as successful. Their
understanding of the success of reform was that the reform had changed and improved the earlier
practices of SAM. However, they also acknowledged that there were things that still need
improvement if the reforms are to achieve better results. For example, a respondent from the
regional office responsible for SAM implementation within the regional office expressed her
view on the success of reform saying:
In my opinion, the reform is not fully successful. This is because if we looked at
the management; there are many regulations that need to be improved. [This is
because] the needs of the community are always changing. So our regulations
have to be able to adjust to change of needs, not within the community but in
the ministries and agencies. Even so, in general, it has been successful
(MoF_3).
Based on the above comment, it seems that SAM practices still need improvement, such as how
to make the changes and what to change in regulations concerning SAM. However, in general
the reform was considered successful. According to the respondents, the success of reform can
be seen from the perspective of asset administration, asset reporting and asset utilisation.
Asset Administration Perspective

The reform brought more orderly asset administration. Before the reform, the data on assets was
unreliable in terms of the quantity, value, condition, and status of ownership of assets recorded.
This changed after the reform where the national inventory and valuation (IP) program from
2007 to 2010 has able to better record state assets. The extent of such changes includes the
changes in the practice of working with the government processes for compiling and using the
asset inventory. The manual inventory of assets changed to an electronic asset inventory with the
implementation of the State Property Accounting and Information Management System (SIMAK
BMN) in 2007. The implementation of SIMAK BMN across 88 ministries and agencies
improved asset administration. For example, a respondent from the central office responsible for
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SAM policy saw the improvement of asset inventory from the increased value of assets recorded.
He said:
The reform is still in progress. The success of reform must be compared with
before the reform. There are plenty of changes and improvement we have
gained. For example, nowadays asset [management] is more orderly although
there are still some assets that were not been recorded or what; they are. But
[this] is getting better. It is recorded; in 2006 the asset value is only hundreds
of billion rupiah, but now it is more than 2000 trillion rupiah (MoF_1).
So, based on this comment, the improvements in asset administration are through better asset
recording. That is, more assets were able to be recorded because electronic asset inventory was
used. As the result, the value of assets being recorded was significantly increased.
Asset Reporting Perspective

A more comprehensive asset reporting mechanism was developed through the reform. Before the
reform, the asset reporting mechanism was only through the state budget calculation (PAN).
After the reform, a more comprehensive reporting mechanism was set up, with semi-annual and
annual asset reporting systems, through the User Representative Asset List, User Asset List,
State Asset List, and the Central Government Financial Report (LKPP). The respondents argued
the use of these reporting mechanisms improved asset reporting. For example, a respondent from
the central office responsible for SAM implementation saw the improvement in asset reporting
from the improved auditing results, the practice of asset depreciation, and idle asset reporting. He
said:
In my opinion, for [asset] administration there has been significant
improvement. This is proven with LKPP, the assets are no longer the cause for
“qualified” opinion, although the assets are still a concern in the audit. Also,
from 2013, asset depreciation has been applied in SAM which is in accordance
with the best practice of asset management. In addition, since the first half of
2013, reports on idle assets have been successfully created (MoF_2).
So, based on this comment, the improvements in asset reporting are through better asset
reporting mechanisms. However, concern still existed. For example, the records of certain assets
were still unclear. This was evident for MoPW‟s assets and becomes a concern for a respondent
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from the service office responsible for inventory and valuation program of MoPW‟s assets. He
expressed his view in the following way:
One example is the Ministry of Public Works. The BPK’s opinion for MoPW’s
financial report is “qualified” with explanation paragraph. But what is the
context? Many of their assets have not been valuated and are unclear
(MoF_10).
The explanation of the concern from the above respondent for MoPW‟s assets is because
MoPW‟s assets were very large in number and variety. Therefore, the administration was still
disorderly. An example of this disorderly administration was provided by a respondent from the
regional office responsible for SAM implementation within the regional office. She expressed
her concern especially with the missing assets of MoPW for asset disposal in the following way:
It’s the asset disposal we have problems with. We are often confused with lost
assets of MoPW. They use heavy machinery for construction and some
machines can be lost. We were confused; an excavator was reported for
disposal because it was a lost asset. Is it possible for an asset that big to be
lost? (MoF_11).
Asset Utilisation Perspective

In terms of asset utilisation (the empowerment of state assets not in use), there was a major
change in the way state assets were managed. Before the reform, the practice of asset utilisation
was not promoted. The favourite practice was to sell off state assets without any effort to utilise
the assets. In the case of an asset that was utilised, it was not clear whether the revenue was
deposited with the government or not. This changed after the reform, where asset utilisation was
promoted through various mechanisms: lease, utilisation cooperation with a third party, usage
borrowing, and Build Operate Transfer (BOT) and Build Transfer Operate (BTO) schemes. For
example, a respondent from the central office responsible for SAM implementation argued that
the practice of asset utilisation has improved. He said:
Now, all ministries and agencies became more orderly in asset utilisation,
there is no longer free asset utilisation. If an asset being utilised, there is price
for it. For example, in the past, the utilisation of building for wedding party is
not clear [the rent]. Now, is clear (MoF_2).
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5.2.1.2 Perceptions of MoPW Officials

Meanwhile, MoPW officials also saw SAM reform within MoPW as successful. Their
understanding of the success of reform was that the reform had improved the conditions of SAM
that existed before the reform took place. According to the respondents, the improvements were
seen from the perspective of asset administration, asset reporting, and asset utilisation.
Improvements in Asset Administration

In terms of asset administration, before the reform there was a manual inventory of assets which
created problems of uncertainty. This concern was raised by a respondent responsible for SAM
policy. He expressed his concern with the earlier practice of asset inventory, saying At the
beginning [of reform], those inventories [of assets] were not recorded according to the assets
value (MoPW_1). The reason for this official‟s concern was that the records of assets, created
through manual inventory of assets, meant that the value of assets could not be verified because
the information regarding assets might be inaccurate. For example, an asset may be decreased in
number and value but this might be not recorded properly in the manual inventory of assets.
The situation changed for the better after the reform. An inventory and valuation program was
conducted for MoPW‟s assets. The result of this program was that asset values are better
recorded. A respondent responsible for SAM policy saw that the impacts of the IP program were
significant to asset values. He said:
The IP program brought about acceptable value of state assets that can be
used, for example, as underlying the issuing government bonds. It also
significantly improved the value of state assets from Rp209 trillion in 2009 to
Rp729 trillion in 2012 (MoPW_1).
According to this respondent, the IP program not only corrected the value of each asset, but
improved the total value of MoPW‟s assets. Also, the electronic asset inventory system (SIMAK
BMN) could be applied in all of MoPW‟s task forces, which improved the asset inventory. A
respondent responsible for SAM policy stated his concern over the old practice and praised the
new practice, saying:
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The MoPW has tried to improve asset inventory in each task force for a long
time. For example, this is by proper inventoring of stock assets, training the
warehouse person, etc. However, what was lacking was the electronic asset
inventory system and it has now been created by the Ministry of Finance where
all data can be accessed using the system (MoPW_1).
This respondent argued that using SIMAK BMN improved asset inventory because the system
provides a more comprehensive database of state assets. The respondent pointed to the features
in the system. Figure 5.1 shows the kind of information entered into SIMAK BMN.
Figure 5.1: SIMAK BMN Asset Purchasing Display

(Source: Rauf 2012)

This Figure shows the features in SIMAK BMN Asset Purchasing, including: Table Referensi
(Reference Table), Transaksi BMN (State Property Transaction), Transaksi KDP (KDP
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Transaction), Buku/Daftar (Book/List), Laporan (Reports), Proses Migrasi (Migration Process),
Utility, and Keluar (Exit). With these features, SIMAK BMN provided better information on
assets. For example, in State Property Transaction, the record for PEMBELIAN (purchase) of
assets includes: rincian aset (asset list), rincian perolehan (acquisition list), rincian kapitalisasi
(capitalisation list), and kondisi aset (asset condition).
Improvements in Asset Reporting

There were improvements in asset reporting practices, with the problem in the past being
inadequate reporting. A respondent responsible for SAM implementation expressed his concern
for the old practice, which he thought showed lack of accountability. He said:
Yes, before [the reform] there was the Property Inventory List (Daftar
Inventaris Barang) if I’m not mistaken. But we did not validate the list, the
main thing is the task force made the report and we accepted it, we did not
cross check [the validity]. So the exact condition [of assets] was not known
(MoPW_4).
More recently, a more comprehensive asset reporting mechanism was introduced through various
reports, such as the Annual Asset User Report, which became the source for creating the
ministry‟s financial report. With the upgrade to the reporting mechanism and asset inventory, the
BPK‟s audit opinion for MoPW‟s financial report also improved. A respondent responsible for
SAM policy explained how the reporting and inventory practices improved their financial audit
position by stating:
So the improvement is from WDP [unqualified] to WTP [qualified]. [This is
done] by looking at the problems then focusing on the things which make
MoPW could not achieve WTP. This includes the inventory and valuation of
the national road, dam, and state houses transfer (MoPW_1).
Improvements in Asset Utilisation

There were efforts to better utilise MoPW‟s assets for the purposes of contributing to the national
budget and as a mechanism to secure assets. A respondent responsible for SAM implementation
argued that asset utilisation was the best mechanism by which to secure the assets. He said:
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From MoPW’s perspective, the optimum way to secure the asset is by
utilisation. [Thus] the most appropriate utilisation mechanism is the lease
because it does not affect the ownership. This is indirectly because, from the
state asset user’s perspective, the lessee is helping to secure the assets
(MoPW_3).
5.2.1.3 Comparison of Perceptions of DGSAM and MoPW Officials

The respondents – DGSAM and MoPW officials – had similar overall perceptions of SAM
reform in Indonesia. However, although they felt it was successful, they also acknowledged
challenges to the reform that affected reform efforts.
5.2.2 The Challenges to Reform
5.2.2.1 Perceptions of DGSAM Officials

The respondents from DGSAM saw there were challenges to reform efforts. Their understanding
of those challenges suggests the conditions or factors that future reformers need to be aware of
because such factors influence how well SAM practices are working. Based on the views and
experiences of the officials, the challenges can be clustered into institutional, managerial and
cultural challenges.
Institutional Challenges

In terms of institutional challenges, the respondents viewed such challenges were related to
organisational arrangement. A respondent from the central office responsible for SAM policy
saw the challenges as the structure (of the organisation), software, standard operating procedures
(SOP), and human resources (MoF_1). Among those challenges, the software and human
resources were of most concern. With software there were problems of inconsistency between
software used in SAM, such as the electronic asset inventory system (SIMAK BMN) and the
government land data collection information management system (Sistem Informasi Managemen
Pendataan Tanah Pemerintah or SIMANTAP8).

8

SIMANTAP is the application program created to assist in identifying and collecting data of state assets in form of
land owned by the government whether it has certificate of ownership or not (Seksi PKN KPKNL Gorontalo 2012).
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A respondent from the service office responsible for SAM implementation, within the service
office expressed his concern in the following way:
There were problems with SIMAK, one of the weaknesses, also with
SIMANTAP, which I forgot mention. I think, [an asset] sometimes was
registered in SIMANTAP but not in SIMAK, or vice versa. So when it [the
asset] was being verified [there was the problem of inconsistency]. But, they
[the ministries] did not recognise if that there was a problem (MoF_13).
The concern over the inconsistency between systems by the above respondent was because both
systems worked independently and were not integrated into a single system. Thus, data on assets
in one system could be different from the data in the other system, which made it difficult to do
verifications when a problem occurred.
The challenge of human resources received the most attention from the officials. This was
because the officials considered human resources as the most influential factor within the reform
process. For example, a respondent from the central office responsible for SAM policy expressed
his view on the importance of human resources in the following way:
It’s the human resources. Although everything else such as regulations and
other things is good, the most important thing is human resources. If the
human resources cannot implement [good practice of asset management] or
are not qualified, it [the situation] will be the same. Even if the regulation and
everything else is already comprehensive, it will still not work [without the
human resources]. But if the human resources are qualified [but] the
regulations is not present or bad, it [the regulations] is only need to be fixed
[to be working] (MoF_1).
The above respondent argued that the most important thing, if reform is to work well, is qualified
human resources. This concern was shared by another respondent from the central office
responsible for SAM policy. She acknowledged the challenge of human resources in
administration by saying:
To be honest, we don’t need [many people][what we need is] the right person
on the right place. In administration, for example, a task already has a [clear]
standard operating procedure (SOP). But the SOP is sometimes insufficient
because it was created by the human resources. If the person just [follow] the
SOP without thinking out of the box, it will [not work] and this challenges the
objective of SAM. So it’s the person (MoF_9).
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The specific challenge around human resources, according to DGSAM officials, was capacity.
They also argued that the problem of capacity was not only within their own organisation, but
also in the ministries and agencies as the state asset users. The respondents were specifically
concerned with the business skills of the officials in SAM. In conducting asset utilisation, the
skills to prepare feasibility studies and to read financial reports were needed, and this was
lacking. A respondent from the regional office responsible for SAM implementation within the
regional office expressed her concern in the following way:
For example is in utilisation cooperation with a third party. At least we have to
read the financial report, then conducting valuation for the business feasibility.
Do we have the human resources [to do that]? So perhaps the human
resources [is the challenge]. Sometimes the Ministry is asking me [for advice
on business plan]. Finally, they are using consultants to make feasibility
studies because they have to provide a feasibility study when proposing asset
utilisation (MoF_17).
The challenge of human resources was also a challenge for the state asset user (the ministry and
agency). For example, a respondent from the service office responsible for SAM implementation
within the service office was concerned about the lack of an official for asset administration (the
operator of SIMAK BMN) in the ministry and agency. He said:
When I’m talking about the human resources [during seminars], I always said
“please make sure the number of operators [of the SIMAK BMN] is adequate
[more than one person]”. Before there is only one person [as the operator]
and the rotation of the person happens very quickly [who leave] – without
providing proper supporting documentation (MoF_21).
The above respondent meant that the problem was the limited number of operators able to work
with the SIMAK BMN system. For those who could do this kind of work they were quickly
rotated in and out of this role, without producing good records in the database. This created a
problem when a new operator was appointed because the asset records difficult to trace.
Managerial Challenges

In terms of managerial challenges, the respondents viewed the challenges as related to
management practices. A respondent from the central office responsible for SAM
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implementation saw the challenges as the scope of assets, law enforcement, asset administration
and management. He said:
The state assets that Indonesia owns are so many and varied across Indonesia.
[Because of this] it will take time to manage the assets properly. Also, the law
enforcement has not been fully implemented [for assets]; there was disorderly
asset administration which hampers the process of creating asset management
accountability; and improper use of physical assets which potentially creates
problems in achieving the objectives of asset management (MoF_4).
Among those challenges, the challenge of scope of assets and asset administration received more
attention from the respondents. The challenge of the scope of assets was evident in SAM relating
to MoPW‟s assets. Because of the large number of assets and the number of locations in
Indonesia, the task of managing the assets efficiently required more time. For example, this is
apparent in the certification of assets, such as land and roads (including tollroads); even when
there is an agreement on the certification process between the related parties, the process of
certification still very slow. A respondent from the service office responsible for certification of
MoPW‟s assets expressed his concern in managing these assets in the following way:
The biggest work in Jakarta [on asset management] is MoPW, it’s only begins
with certification, and not all roads have certificates. For the toll road
certification, there has been a MoU between the Head of National Land
Agency and MoPW. But the reality until 2013, is that not even one tollroads
has certificate (MoF_10).
In addition, the challenge of asset administration viewed by the respondents, for example, was
related to asset documentation. A respondent from the regional office responsible for SAM
implementation within the regional office argued that the challenge of asset administration was
the lack of asset documentation. She said:
... [The problem] of asset documentation happens in all ministries. If they [for
example MoPW] propose [asset utilisation], the details [including asset
documentation] are unlikely to be completed (MoF_12).
This respondent meant that her concern was in the asset utilisation process where the utilisation
proposal (application) often does not have asset documentation. Without proper documents, such
as certificate of ownership, a proposal for utilisation will not be approved.
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The problem of asset certification was also acknowledged by a respondent from the service
office responsible for SAM implementation within the service office. When asked about the
problem of managing assets he specifically pointed to MoPW‟s assets and answered by stating:
There are many problems. For example, many assets do not have a certificate
of ownership. [It should be that] at least an asset has its title release
documents or its old certificate of ownership. [If] it does not have a certificate
of ownership this is probably because one, the process [the transfer of
ownership] took place a long time ago, and two, the task force responsible for
the release and the documentation of the asset, and task force in using the
asset were different (MoF_19).
Cultural Challenges

In terms of cultural challenges, the respondents viewed this set of challenge as related to the
officials‟ attitudes towards the reform. This challenge can be seen as a cultural challenge because
of the influence of the values and behaviours of the officials. For example, a respondent from the
central office responsible for SAM implementation saw the situation in the following terms:
First is the awareness of all parties: state asset manager, state asset user, and
state asset user representative. Second is the patience and persistence. Third is
the vigour (MoF_2).
The above respondent meant the awareness of SAM officials was important. For example, they
must have the knowledge of the reform process and objectives. In addition, since the reform was
a long process, they must be patient with the process and persistent in working through the
reform efforts. Furthermore, reform was about changes where not everyone is willing to
implement such changes. Therefore, there should be vigorously active and aggressive actions in
the reform. Among those challenges, the need for awareness of the intention of the reforms, the
processes for reform and the need for patience, received the most attention from the respondents.
Also, DGSAM officials argued that those challenges mostly arose from the state asset users and
partners in managing state assets (ministries and agencies). The need for awareness of the
ministries and agencies was acknowledged by a respondent from the regional office responsible
for SAM policy within the regional office. She expressed her concern, for example, in updating
SIMAK BMN database. She said:
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There are challenges in managing state assets. Therefore, there should be
improved discipline within the ministries and agencies. It is their discipline
which is lacking. For example, it is their task to input and update asset data in
the system (SIMAK BMN). They just do the input without adjusting the changes
(MoF_3).
The need for patience in the reform was acknowledged by a respondent responsible for inventory
and valuation of MoPW‟s assets. He explained the challenge faced during the IP program was
the need to be patient with the process. For example, asset documents, such as asset valuation
reports, were difficult to find. He said:
The first was the large number of MoPW’s assets. The second was that the
MoPW’s project value was also big. The officials of MoPW were not
incompetent. But their archive system [was not good]. For example, [asset]
valuation reports were [kept] everywhere so what happens was [during
inventory and valuation program] we need to find it ourselves (MoF_10).
5.2.2.2 Perceptions of MoPW Officials

Meanwhile, MoPW officials also saw there were challenges of SAM reform within MoPW.
Their understanding was that those challenges can be clustered into institutional, managerial, and
cultural challenges. Although these challenges were similar to those viewed by DGSAM
officials, it was in different forms.
Institutional Challenges

In terms of institutional challenges, the respondent saw two challenges: organisational change
and human resources. The challenge of organisational change acknowledged by the respondents
was the impacts from the changes in the MoPW‟s organisation, following changes in
governments. For example, in 2001 the Department of Public Works changed to Department of
Residency and Regional Infrastructure, and then in 2004 the Department of Residency and
Regional Infrastructure became the Ministry of Public Works. These changes had impacts to
asset management, especially for asset documents. A respondent responsible for SAM
implementation expressed his concern with the changes, saying: The effect of [organisational]
changes is not only to the officials but also to documents. This is because assets are strongly
related to documents (MoPW_4).
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The effect of the changes for the officials, according to the above respondent, for example, was
that they had to adjust to the new conditions created by new organisational structures and new
job descriptions. Meanwhile, the effect of the changes on asset documents related to change in
ownership of the assets and changes to the location of the offices. Hence, the location of asset
documents was constantly changing, making it difficult to trace the paperwork and the physical
assets.
Another respondent responsible for SAM policy also saw the organisational change became a
key challenge to reform, saying:
It was the organisational change that meant that our asset could not be
registered properly. Then, [our] regional office was also liquidated [and that
made our job more difficult] (MoPW_1).
Another institutional challenge recognised by the respondents was in human resources, with
limited numbers of employees, or unqualified employees, available to administer and utilise the
assets. A respondent responsible for SAM policy expressed his concern on the availability of
employee, saying:
It’s the human resources that became the challenge. Human resources who are
as long as available [no matter the capability] will be good enough [for the
organisation]; that’s the number one challenge” (MoPW_1).
In terms of unqualified human resources, the respondents saw this challenge influenced by the
asset utilisation process. A respondent responsible for SAM implementation acknowledged the
challenge saying:
The proposal [for utilisation] is includes a cash flow for 30 years. That is
based on the asset value. If we were asked to build a ditch, we can do it fast
[but we cannot prepare a business plan quickly]. That’s the problem. Our
suggestion, if there is potential asset utilisation, it is based on the strategic
location solely. It does not need a proposal [assessing] economic feasibility or
business plan (MoPW_3).
The reason for the above concern was they did not have the skills and knowledge for drafting
business proposals for asset utilisation cooperation, as required by the regulation. Their expertise
was related to their tasks and functions, for example, constructing public buildings or roads.
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Managerial Challenges

In terms of managerial challenges, the respondents saw two challenges: the scope of assets and
the different perceptions in managing assets. The first challenge acknowledged by the
respondents was the scope of assets. This was a major challenge because the assets owned by
MoPW were large in number and variety, making it difficult to manage them properly. A
respondent responsible for SAM policy argued:
The state assets in MoPW is varied and spread all over Indonesia. We also
have around 1000 task forces which administer the assets. Therefore, it’s
difficult to accurately manage those assets (MoPW_1).
The second managerial challenge acknowledged by the respondents, was the different
perceptions in managing assets between the state asset manager and the state asset user. For
example, MoPW officials considered asset utilisation as a means to secure the assets, not just to
generate revenue, as perceived by DGSAM officials. Therefore, the process of asset utilisation
should be supported by simplified mechanisms and procedures, such as using a more competitive
value. A respondent responsible for SAM implementation expressed his concern about the
different perceptions between MoPW and DGSAM officials with regard to the asset utilisation
processes in the following way:
The value in utilisation if possible is a competitive value. [This is] is from
MoPW’s view as the institution given the authority from the state asset
manager to secure the assets. [As] from the state asset manager’s view,
because the authority to secure the assets has given to state asset user, they
can be relaxed. If the assets are not secured then the problem [now] is on the
state asset user. [We expect] if there is a potential lessee, the value [for the
lease] is a standard value [so the lease agreement could be achieved]
(MoPW_3).
The above respondent meant the responsibility of securing the assets had been transferred from
the state asset manager (DGSAM) to the state asset users (MoPW) because of the reform.
Therefore, to secure MoPW‟s assets, they prefer asset utilisation. However, MoPW and DGSAM
had different perceptions about the process. This view was also supported by another respondent
responsible for SAM policy, saying that MoPW and DGSAM had different mindsets about asset
utilisation. That is, MoPW was more concerned about securing the assets and generating revenue
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from the assets, whereas DGSAM was more concerned about generating revenue from the assets.
He argued:
[Our] mindset of the utilisation, to optimise the assets was different with the
Ministry of Finance [DGSAM]. It means, we leased the assets so it can be
protected. Also, potential non-tax revenue [for the national budget] can be
generated. However, when the asset was valued by DGSAM, the value was too
high [that makes the lease agreement could not be achieved] (MoPW_1).
Cultural Challenges

In terms of cultural challenges, the respondents saw the challenge was the official‟s low sense of
commitment to assets. This was influenced by the organisational culture of the officials which
was related to MoPW‟s main tasks and functions, for example, constructing public buildings and
roads. A respondent responsible for SAM policy expressed his concern on this by stating:
The task forces [within MoPW] are more focus on the physical of assets.
Therefore, we give them rewards [to raise their awareness] because we know
their focus is on physical work, they have less concern on reporting. They like
to build but when it comes to reports they do not show concern (MoPW_1).
The reason for the low sense of commitment was proposed by a respondent responsible for SAM
policy, for example, the incentive for the official responsible for asset administration (the
operator of SIMAK BMN) was considered low, while the work they did was quite complicated.
He expressed his concern by comparing with the incentive value received by other officials in
MoPW. He said:
Do you know how much is the incentive for the official responsible for SIMAK?
It’s only Rp300.000 monthly. I’ve written to the Ministry of Finance that it’s
not fair if the incentive is only Rp300.000 while the job is quite hard.
Compared to other officials, for example an official responsible for emonitoring, their incentive is Rp1.000.000 monthly (MoPW_1).
Although the officials from DGSAM and MoPW viewed those challenges as affecting reforms
efforts, the reforms were still considered successful because of the improvements made. In
addition, challenges, such as managerial and cultural challenges, have been tackled by a strong
commitment and strong effort to implement reform. For example, the commitment to manage the
large number of assets despite the extra time required.
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5.2.2.3 Comparison of Perceptions of DGSAM and MoPW Officials

Overall, despite a number of shortcomings, based on the discussion above, SAM reforms were
seen to work. There were similar views between DGSAM officials and MoPW officials on the
success of reform, as found in the sense of achievement from the improvements in asset
administration, asset reporting, and asset utilisation. However, the experiences of the officials
showed there were challenges that had effects on reform efforts in the form of institutional,
managerial and cultural challenges. There were similar views between DGSAM officials and
MoPW officials on these challenges, but the forms these challenges took were different. In terms
of institutional challenges, DGSAM officials saw the challenges as the structure of the
organisation, software, standard operating procedures (SOP), and human resources, whereas
MoPW officials saw the challenges as the organisational change and human resources. Both
DGSAM and MoPW officials have a similar view on human resources as the main challenge,
with DGSAM officials highlighting the lack of qualifications and capacity, and MoPW
concerned with the low number of staff and the need for better qualified staff.
In terms of managerial challenge, the majority of the officials viewed the scope of assets as the
main challenge. However, other views emerged, such as the need to enforce the law concerning
state assets, asset administration and management (DGSAM officials) and the different
perceptions in managing assets (MoPW officials). In terms of cultural challenges, DGSAM
officials saw the challenges as the awareness, patience and persistence, and vigorousness needed
for organisational change. Meanwhile, MoPW officials saw the challenges as the low sense of
commitment to assets.
The next section discusses the understanding of officials on GG practices in SAM.
5.3

Good Governance Practices in State Asset Management

This section presents and comments on the respondents‟ perceptions on GG practices in SAM.
The respondents‟ views on practices concerning the GG principles of accountability,
transparency, participation, rule of law, and efficiency were sought. The views of DGSAM
officials are presented first as they have a broader understanding of GG practices in SAM in

114
Indonesia, including SAM relating to MoPW‟s assets. This is follow by the views of MoPW
officials.
5.3.1 The Need for GG Practices in SAM
5.3.1.1 Perceptions of DGSAM Officials

The respondents from DGSAM argued that GG practices were strongly needed in SAM. For
example, a respondent from the central office responsible for SAM implementation, when asked
why GG practices were needed in SAM, explained there must be good corporate governance
(GCG) in every corporation responsible for asset management. He said:
Definitely good governace practice is needed. In every corporation focusing on
asset management, there must be GCG to safeguard the assets being managed
or used by its legal owner. [For example], the utilisation of asset is utilised
with the best price; the sale of asset is also with the best price. To achieve all
of that, certainly there must be GCG, an internal control, and a mechanism
such as if we want to sell an asset, the mechanism is through auction. That is
transparency (MoF_2).
Another respondent from the central office responsible for SAM policy saw the importance of
GG practices in SAM from the perspective of budget. He said:
State asset management is one of the important tasks of the government that
affects the effectiveness and efficiency in use of the budget. For example, if the
budget can be used to obtain assets. Implementing GG principles will create a
prudent, professional and accountable [approach to] SAM. Hence, sound asset
management by the implementation of GG principles which is supported by a
database, integrated with a reliable and up to date information system, will
contribute to saving in capital spending and asset maintenance (MoF_4).
The respondent‟s views on the importance of GG practices in SAM were justified by various
laws and regulations on SAM. First, Law No.17/2003 recognised the general principles in state
financial management, which are in line with GG principles. The law stated that, in order to
create GG in the running of the state, based on the Constitution, state financial management
needs to be conducted professionally, transparently and accountably (Point 4 General
Explanation of Law No.17/2003). Second, Law No.1/2004 acknowledged the need to improve
the efficiency and effectiveness in the management of investment and state assets. The law
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contains articles regulating the implementation of investment and the authority to manage and
use state assets (Point 4 General Explanation of Law No.1/2004). Third, PP No.6/2006 states that
SAM is to be conducted based on the principles of functionality, the rule of law, transparency
and openness, efficiency, accountability and value certainty (Article 3 point 1 PP No.6/2006).
5.3.1.2 Perceptions of MoPW Officials

The respondents from MoPW argued that GG practices were important. They saw that GG was
needed for securing the assets and to optimise assets not in use (idle assets). For example, a
respondent responsible for SAM policy said that in terms of financial reporting, the report was
much improved. He also reflected on GG from the perspective of asset utilisation saying:
Before [the reform], we were less organised [in asset management]. Now this
is more orderly including in optimising state assets through the better
utilisation of our assets. We are conducting asset utilisation cooperation with
third parties for idle assets. For example, we have a land asset located in a
strategic location with high land value but it’s only used for a small office
building [with little space]. Whereas, we could have a better [bigger] office on
this land by involving the private sector [to build a new office using a BOT or
BTO scheme](MoPW_1).
5.3.1.2 Comparison of Perceptions of DGSAM and MoPW Officials

Based on their views and experiences, MoPW officials saw the need for GG practices in SAM
from a specific perspective, which is to secure and optimise asset use. Meanwhile, DGSAM
officials saw the need from a wider perspective, which is to follow laws and regulations, and
good corporate governance.
Because the importance of GG practices was acknowledged in SAM, the adherence to GG
principles of accountability, transparency, participation, the rule of law, and efficiency in SAM
are presented in Section 5.3.2.
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5.3.2 The Views on the Adherence to GG Principles in SAM Practices
5.3.2.1 Perceptions of DGSAM Officials
Adherence to the Principle of Accountability

The respondents from DGSAM argued that there was adherence to the principle of
accountability in SAM. This was evident from the activity of state asset reporting. For example,
a respondent from the central office responsible for SAM policy explained the adherence to this
principle in the following way:
This principle was reflected in the Central Government Financial Report
(LKPP), [which is] a report by the national government to the public as a form
of responsibility for people’s trust, especially related to the use of the national
budget and to the stakeholders such as the donor agencies, the House of
People’s Representatives, and the business community. The result of state asset
inventory and utilisation must be clearly declared in reports accessible to the
public (MoF_4).
Another respondent from the central office responsible for SAM implementation also saw the
adherence to the principle of accountability by relating accountability with accounting and
reporting. He said:
It needs [more] data to answer the question of the adherence. But from the side
of accounting and reporting, definitely there was improvement. It is proven by
LKPP (MoF_2).
In addition, a respondent from the central office responsible for SAM policy viewed the
adherence to the principle of accountability from the asset reporting mechanism. He said:
The accountability of the assets, I think now with the asset reporting
mechanism, all ministries, in terms of accountability has reached 90%. The
assets also have been registered and valued (MoF_16).
In relation to the view that accountability was demonstrated by asset reporting mechanism, the
adherence to the principle of accountability in SAM was evident from the improvement of the
BPK‟s opinion for the LKPP. Between the years 2004 and 2008, the BPK‟s opinion to LKPP
was still in the form of “disclaimer” (detikfinance 2009). The opinion had improved to
“qualified” for the years 2009 to 2012 (Antaranews 2011; BPK 2012; BPK 2013; MoF 2010a).
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Furthermore, a respondent from the central office responsible for SAM policy viewed that the
adherence to the principle of accountability was important because it offered a way of improving
transparency. She said:
In accountability, we are talking from the side of openness. [That is] every
SAM transaction was recorded, reported and audited by the internal and
external party. So perhaps accountability has been done as well. Also the value
certainty in the state asset inventory and valuation program, it’s automatically
in accordance with this principle (MoF_6).
The respondents view to the adherence to the principle of accountability in SAM practices, was
justified by SAM policy and procedure. In terms of policy, the main legal basis of SAM in
Indonesia, PP No.6/2006, acknowledged this principle as one of the principles that needed to be
adhered to. The principle of accountability in SAM means that every activity in SAM must be
accountable to the public (Point 1e General Explanation of PP No.6/2006). In addition, in 2007,
DGSAM introduced a new model of SAM, The Roadmap for Strategic Asset Management,
which became the guidelines for creating a sound and modern SAM system for the Indonesian
government. The Roadmap was further adjusted in 2012. In terms of procedure, SAM activity
was regulated by more technical rules, such as the Minister of Finance‟s regulations and the
Director General of SAM‟s regulations. The Roadmap also acknowledged the general principles
in SAM, which demonstrates the best practices to support GG. For example, the Minister of
Finance Regulation No.138/2010 on State Asset Management for State Houses states that, in
order to create SAM accountability, there was a need of orderly administration for state houses,
as well as promoting GG (Consideration Clause Minister of Finance Regulation No.138/2010).
Adherence to the Principle of Transparency

The respondents from DGSAM argued that there was also adherence to the principle of
transparency in SAM practices. The explanation for this principle was provided by a respondent
from the central office responsible for SAM implementation. He said:
The principle of transparency is the principle of openness to the public for
gaining reliable information, honestly and indiscriminately. But the principle
of transparency has its limitations. Which [information] is transparent; which
is secret. If the nature [of the information] is a national secret, it must be
protected (MoF_8).
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In terms of the adherence to the principle of transparency, a respondent from the central office
responsible for SAM implementation argued that it can be seen from the reporting perspective.
She said:
[It’s] transparency. Yes, we actually have done it by conducting the inventory
and the reporting of state assets regularly, which later becomes the input for
creating the LKPP. So the information of state assets is disclosed in LKPP. It
means that information regarding the state assets now has been well informed
not only to the management but also to the wider public (MoF_6).
Another respondent from the central office responsible for SAM policy also relates transparency
with accountability from the reporting perspective. He said:
Transparency is more towards accountability. So, with the reports, we are able
to show transparently the accountability of the financial reports. From the
perspective of transparency, perhaps that is the direction. There is no big
difference between transparency and accountability (MoF_7).
In addition, transparency can also be related to openness to the public. For example, public
tenders have been used as the means to carry out some SAM activities. Such a process requires
announcements to the public. This was acknowledged by a respondent from the central office
responsible for SAM policy, who argued:
Transparency is the openness. How is the openness [in SAM]? [It is] when
there will be asset utilisation through cooperation with a third party, the
process is by tender. [Also] when there will be an exchange of assets, the
process is by tender. By tender means [the process] is publicly advertised in
mass media [so everybody knows]. That is the transparency of openness; it
means everybody is able to participate in SAM activity (MoF_8).
Similar to the above view, a respondent from the central office responsible for SAM
implementation acknowledged transparency needed to be adhered to when assets were sold off to
the public through auction. But he also argued that transparency can be seen from the internal
process of SAM. He said:
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So the transparency in SAM is in the activity of SAM starting from [asset]
planning until [asset] disposal. However, the community only becomes aware
of this when an asset is being sold at [public] auction. But, the transparency of
internal processes within the state asset manager and the state asset user is not
known by the community. For example, to set the reserve value for asset
disposal of the state asset users, to ensure transparency and check and balance
between the state asset user and the state asset manager, for assets with a high
value, the valuation is conducted by the state asset manager not the state asset
user (MoF_20).
From a different perspective, a respondent from the central office responsible for SAM policy
acknowledged transparency could be seen from the activity of asset supervision and control. That
was the transparency of information relating to assets. She expressed her view in the following
way:
Yes [transparency]. It can be achieved later if the asset planning is clearer.
But [it can be seen] from idle assets [reporting]. It’s part of supervision and
control. The idle asset is part of achieving transparency. I think with the
supervision and control the ministry and agency has the obligation to make
periodical reports. Also, their obligation is when there is a transactional
activity there should be report, for example is if a dispute occurred (MoF_15).
The PP No.6/2006 also justified the respondents‟ views on the adherence to the principle of
transparency in SAM practices. The principle of transparency in SAM refers to the SAM
implementation which must be transparent to people‟s needs for the right information (Point 1c
General Explanation of PP No.6/2006). Yet, there is certain information on state assets closed to
the public, such as the state assets under the jurisdiction of Indonesian Ministry of Defence for
the reason of the national security.
Adherence to the Principle of Participation

The respondents from DGSAM argued that there was adherence to the principle of participation
in SAM practices. This resulted from asset utilisation activities which involved the private
sector; for example, from asset utilisation cooperation with a third party. A respondent from the
central office responsible for SAM policy explained the adherence to the principle of
participation by focusing on asset utilisation. When asked about the implementation of GG
principles in SAM, he answered:
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For the moment, the [implementation] of GG principles are in PP No.6/2006,
also in the Minister Finance Regulation No.96/2007 that regulates the
procurement, the maintenance, the utilisation and the disposal [of assets]. The
utilisation itself has many kinds of mechanisms that can be use [including
utilisation cooperation involving the private sector]. And it is one of the good
governance practices (MoF_1).
The adherence to the principle of participation in SAM practices was also justified in PP
No.6/2006. This principle refers to the community‟s active participation in public decisionmaking and sound management of public institutions (Law No.14/2008). In SAM, the
participation of the community is promoted through the utilisation of state assets in the form of
lease, utilisation cooperation with a third party (KSP), and BOT/BTO schemes (Article 20 PP
No.6/2006). In terms of lease, this law regulates the state assets which could be leased to a third
party (such as another government ministry, a private business organisation, or a community not
for profit organisation), as long as the process brings a benefit to the state (Article 22 point 1 PP
No.6/2006). Also, the state assets can be utilised in cooperation with a third party (private), in
order to optimise the asset and create revenue for the state (Article 24 PP No.6/2006). In terms of
BOT/BTO schemes, the state assets can be utilised for the following reasons: the state asset user
needs a building or a facility for the government activity to serve the public as part of it main
tasks and functions, and there was no budget allocation to provide the building or the facility
(Article 27 point 1 PP No.6/2006). Thus, the community (private) can participate in BOT/BTO
schemes as the partner.
Adherence to the Principle of Rule of Law

The respondents from DGSAM argued that there was adherence to the principle of rule of law in
SAM practices. The explanation of this principle was provided by a respondent from the central
office responsible for SAM policy. He said:
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This is the principle in which establish the authority of law and regulations,
appropriateness, and justice in every policy made by the state administrator.
This principle is important in every practice of the state, including SAM. [It is]
because the legal basis that becomes the basis for the actions must be formed
and conducted in the correct manner according to the law and regulations.
Actions taken without legal basis are vulnerable to [unfavourable] audit
findings from internal control officials and even a law suit. This principle also
requires state administrator to act based on appropriateness and justice and
general accepted norms (MoF_4).
Adherence to this principle in SAM practices can be seen from the availability of asset
certificates. By this, it will be a certainty of law that the assets belong to the government. A
respondent from the central office responsible for SAM policy explained the adherence to this
principle in the following way:
It is clear of the rule of law [principle], because when it is [about] the state
assets we always say there should be rule of law. So if somebody has the
document of ownership [of assets] he or she should manage the documents. An
example is the certificate, the Approval for Building Construction (Ijin
Mendirikan Bangunan) and other documents. So if there is a dispute or claim
by other party regarding the asset, we are firm, there is a certainty of law and
administration that the asset belongs to the government (MoF_6).
In addition, a respondent from the central office responsible for SAM policy saw the adherence
to the rule of law principle, but from the perspective of decision-making. He said:
The point is to safeguard the decisions made whether this is from the
preventing mistakes or afterwards [if a dispute occurs]. So if possible every
decision made [in SAM] must follow the steps and be double checked. For
example, for the approval of a lease application, there is a checklist form
which states the application already fulfils the required documentations such
as: the object tax sale value (Nilai Jual Objek Pajak or NJOP), the valuation,
and the letter of maintenance agreement. So, whatever the requirement is, we
will prepare it (MoF_2).
The above respondent‟s view was also shared by another respondent from the central office
responsible for SAM policy. She argued:
The rule of law means if the decision is made, by law it must have said [it was]
clear or legitimate. For example, when an asset is valued, there is a value
certainty. The rule of law means it’s accountable by law. When a decision is
made, the decision is based on the law. That is the rule of law (MoF_8).
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Adherence to the Principle of Efficiency

The respondents from DGSAM argued that there was adherence to the principle of efficiency in
SAM practices. This was seen, for example, from the asset planning activity. The perspective
relating the principle of efficiency to asset planning was acknowledged by a respondent from the
central office responsible for SAM policy. When asked about the objective of asset planning and
its relationship with efficiency, she answered:
So we have to assess before establishing an asset plan what the need is for the
asset and what the trend for capital and maintenance expenditures look like.
Once asset planning is implemented [as a widespread practice], we hope the
expenditures will decreased because we in DGSAM will have a better
assessment of the capital and maintenance expenditures from the ministries
and agencies. We will see the condition of their assets, which was now, has not
been done (MoF_6).
These comments are important because, until 2012, asset planning was not able to be
implemented in SAM. The reason for this was that asset planning still needed further standard
operating procedures (SOP) to be developed and more coordination between the related parties.
In particular, this meant clearly establishing the roles of DGSAM as the state asset manager, and
the Directorate General of Budget-MoF, who managed the national budget.
Offering a different perspective, a respondent from the central office responsible for SAM policy
acknowledged the adherence to the principle of efficiency in SAM from the perspective of
delegating authority, from the state asset manager to the state asset user. She said:
Efficiency ... is what we are trying to achieve. Through PP No.6/2006, we give
the state asset user an authority to conduct the process which previously
conducted by the state asset manager. For example, [in asset disposal] if they
want to dispose chair and table with a certain limit of value they can process it
by themselves [it does not need the state asset manager’s approval]. So it
means we give them delegated authority (MoF_8).
Although there was adherence to the principle of efficiency in SAM, respondents viewed the
principle not being fully adhered to. For example, a respondent from the central office
responsible for SAM policy argued there was lack of adherence to this principle by stating:
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Transparency has been evident. The rule of law also has been evident. So has
accountability. The value certainty as well, because the need for valuation of
assets and this means the value [of any asset] is certain. But perhaps efficiency
needs more improvement (MoF_8).
Another respondent from the central office responsible for SAM policy also saw the lack of
adherence to this principle. She argued:
Efficiency perhaps was not fully [adhered to]. Efficiency depends on from what
side we are looking from. If the efficiency was [to be looked] from the side of
implementing established regulation where the outputs were in accordance
with the plans, some regulations were [able to be implemented] and some were
not [able to be implemented]. So, efficiency from what side [we are looking
at]? From the side of revenue it was clearly inefficient because we always
spend [the budget] for procurement and maintenance and this more than
revenue from asset utilisation. So, from that side it might be inefficient, but
form the side of regulation it was efficient (MoF_6).
The adherence to the principle of efficiency in SAM practice was also justified in PP No.6/2006.
The principle of efficiency in SAM refers to the use of state assets according to the standard of
need limitations, in order to support the government‟s main tasks and functions optimally (Point
1d General Explanation of PP No.6/2006). The relationship between efficiency and asset
planning activity was also recognised in PP No.6/2006. Notably, state asset planning must be
able to connect existing assets obtained from previous procurement, with the current condition as
the basis for future actions (Point 2c General Explanation of PP No.6/2006). This means that,
before purchasing a new asset, the state asset user must consider the availability of existing
assets which may not be fully or best used in their own institution or in other institutions. Also,
the assets need to be planned for in an efficient and effective manner. The principle is that asset
planning, which represents the ministries or agency‟s actual need for assets, will determine the
result of asset procurement in order to support the main tasks and functions of the government
(Point 2c General Explanation of PP No.6/2006). In doing so, this places considerable discretion
in asset planning within the ministries and agencies as state asset users. In turn, this creates new
demands on those working in the asset management environment in these ministries and
agencies.
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5.3.2.2 Perceptions of MoPW Officials
Adherence to the Principle of Accountability

The respondents from MoPW saw that there was adherence to the principle of accountability in
SAM of MoPW‟s assets. Adherence to the accountability principle can be seen from the
perspective of reports and regulations. One SAM report that must be created by the ministries
and agencies, including MoPW, is the Annual Asset User Report. This report became the source
for creating the State Asset Report. The Annual Asset User Report‟s balance sheet section
clearly sets out key information on state assets, including: stock, land, equipment and machinery,
offices and buildings, roads, irrigation, networks, other fixed-assets, construction in progress,
intangible assets, other assets, and assets held with other parties (DJKN 2013b, p. 1). In relation
to asset reporting, a respondent responsible for SAM policy explained the importance of asset
reporting mechanism in MoPW, saying:
Yes. We always provide a report [on assets]. This includes reports for asset
disposals. Our ministry has around 1000 task forces. So it is [important] how
we safeguard our assets. For example, [we have to know] that the assets are
disposed by the [task forces] in the regions (MoPW_1).
Another respondent responsible for SAM implementation also relates accountability to reporting
mechanism. When asked about governance, and what had changed from the past till now, he
said:
Before [the reform], we did not report our financial position, now we are
reporting our financial position which includes report on assets. Then it was
sampled and audited by the Supreme Audit Board (MoPW_2).
The adherence to the principle of accountability also can be seen from the perspective of
regulations. A respondent responsible for SAM implementation explained this by saying:
Yes, we can see [accountability] from the perspective of reporting, then from
the perspective of regulations we’ve made, there was guidelines to follow. So,
we cannot do anything without [following] the regulation (MoPW_3).

125
Adherence to the Principle of Transparency

The respondents from MoPW argued that there was adherence to the principle of transparency in
SAM relating to MoPW‟s assets. This was evident from the state asset data available to the
stakeholders. For example, within MoPW, data on state assets can be accessed by the internal
audit agency (the Inspectorate General of MoPW), which also monitored and supervised the
process of SAM. Externally, data on state assets can be accessed by the external audit agency
(BPK), and DGSAM as the state asset manager. In addition, one of the efforts to promote
transparency in MoPW was the creation of the Profile of State Asset Management by the Centre
for State Asset Management (PPBMN). This was a publication of MoPW‟s asset management. A
respondent responsible for SAM policy explained this effort by stating:
The transparency in SAM; Nowadays, we are creating a profile book of SAM
in MoPW and it’s for the public consumption. [This is] because we want all of
us to know how many assets are managed by our ministry. Then, what we have
done in managing those assets (MoPW_1).
Another respondent responsible for SAM implementation saw the adherence to the principle of
transparency in MoPW from the perspective of data disclosure. He said:
And SAM here [MoPW] is very transparent. In particular there was an
inventory and valuation program, so all data has been entered so that the state
asset manager knows and the BPK also knows the data. The Inspectorate
General of MoPW, in this instance, also gives guidance for SAM. So it’s been
intense (MoPW_4).
Adherence to the Principle of Participation

The respondents from MoPW also argued that there was adherence to the principle of
participation in SAM reform relating to MoPW‟s assets. This was demonstrated by the asset
utilisation activity. A respondent responsible for SAM implementation acknowledged the
adherence to this principle saying asset utilisation was now promoted where there are interests
from the private sector to utilise MoPW‟s idle assets. However, the problem was that utilisation
is a complex and lengthy process, but the prospective lessee or partner sometimes lack patience.
He said:
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[For] asset utilisation, asset status confirmation, asset administration etc.; We
always need to work with Ministry of Finance as the state asset manager. So
many times when we were in the field, people asked to lease the assets. Then
we processed it by searching the data, field inspection and measurement, but
when it goes to Ministry of Finance, the state asset manager [for approval],
that’s the problem. We never know when the approval will be released
(MoPW_3).
Until 2012, in MoPW, the utilisation of state assets was mainly conducted in the form of leases.
There were interests from the private sector in the state assets utilisation cooperation and
BOT/BTO schemes, however, some cases were in the process for approval from DGSAM while
others were still in the feasibility stage.
Adherence to the Principle of Rule of Law

The principle of rule of law was also adhered to in SAM regarding MoPW‟s assets. This was
evident where activities were based on SAM laws and regulations. In addition to the laws and
regulations made by the state asset manager (DGSAM-MoF), internal regulations were made by
MoPW to implement the laws and regulations made by DGSAM. For example, to guide the
practice of SAM, the Minister of Public Works issued the Minister of Public Works Regulation
No.02/2009, The Guidelines for Confirming Usage Status, Utilisation, Disposal and Transfer of
State Assets within MoPW.
The adherence to the principle of rule of law in MoPW can also be seen from the certification of
MoPW‟s assets. The objective of this activity was to secure and protect land assets without
certification of ownership and registration. This was an effort to protect land assets when
occupied by illegal occupants. To guide this program, the Minister of Public Works issued
Minister of Public Works Regulation No.22/2006, The Strengthening and Securing Land Legal
Rights of MoPW. A respondent responsible for SAM policy explained the certification of the
land assets was the key test for the adherence to the principle of rule of law. He said:
It is the certification. For the non-fixed assets, such as cars and others, we
have the document of ownership. This document was kept by each task force.
Then it was reported. But it needs more attention for the land asset because the
land owned by government is more open to dispute. We need to put more effort
in order to conduct the certification (MoPW_1).
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Adherence to the Principle of Efficiency

Respondents from MoPW argued there was adherence to the principle of efficiency in SAM
relating to MoPW‟s assets. This was evident from the activity of asset planning. In MoPW, the
asset planning activity follows the regulation issued by MoF under the Minister of Finance
Regulation No.226/2011, The State Asset Planning. But it was not implemented. However, the
adherence to the principle of efficiency is nevertheless in the minds of MoPW officials. For
example, a respondent responsible for SAM policy said:
We have not measured the efficiency [in SAM at MoPW] yet. But every year,
our ministry’s budget for SAM was around Rp30 billion compared to the total
assets under jurisdiction of MoPW that was around Rp729 trillion. This shows
efficiency in the budget spending for managing state assets (MoPW_1).
The logic expressed by this official is that while the overall value of assets has increased over
time the administrative costs of planning, tracking, maintaining and disposing of such assets has
remained at Rp30 billion for some years. Thus, while the worth of assets has risen the cost of
administration has remained constant.
Other Principles in SAM

In addition to those common principles of GG being adhered to in SAM practices, this study
found that there are two other principles which play an important role in SAM, which was
regulated in PP No.6/2006.
The first is the functional principle. This principle refers to decision-making and problemsolving in SAM, which must be performed by the state asset user representative, the state asset
user and the state asset manager, based on their functions, authorities and responsibilities (Point
1a General Explanation of PP No.6/2006). In this case, the Director General of SAM-MoF has
the role of state asset manager on behalf the Minister of Finance. The authorities and
responsibilities of the state asset manager include drafting policy, regulating and enacting
guidelines for SAM, confirming the status for state assets ownership and usage, and making
decision on the proposal to transfer or dispose the state assets (Article 4 point 2 PP No.6/2006).
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Meanwhile, the minister or the head of the agency has the role of state asset user. The authorities
and responsibilities of the state asset user include appointing the state asset user representative
and appointing officials responsible for taking care and saving the state assets, using the state
assets under their jurisdiction for the purpose of performing the main tasks and functions of the
ministry or agency, and submitting proposals for the utilisation and transfer of the state assets
(Article 6 Point 2 PP No.6/2006).
In addition, the head of office within the ministry or agency has the role of state asset user
representative. Their responsibilities include conducting bookkeeping and inventory of their
assets, using the state assets under their jurisdiction for the purpose of performing the main tasks
and functions of the office, and submitting applications for the ownership confirmation and the
usage status of their assets to the state asset user (Article 7 point 2 PP No.6/2006). The adherence
to this principle in SAM practices was explained by a respondent from DGSAM central office
responsible for SAM policy. She said:
The principle of functionality means SAM is conducted based on the function,
and the authority, for sure. In Law No.1/2004, it is clear the division of the
asset managers and the asset users, what is the authority of asset manager,
what is the authority of asset user, it is clear from the regulation side and the
implementation side (MoF_6).
The implementation of this principle can also be seen from the perspective of authority transfer
in the management of state assets within DGSAM-MoF. In order to speed up and improve the
service to stakeholders and to improve the task flows within DGSAM, based on the Minister of
Finance Decree No.218/2013, Delegation of Authorities from the Minister of Finance Which
Have Been Transferred to the Director General of SAM to the Officials within DGSAM, some
authorities in Director General of SAM‟s decision-making (including signing decrees), were
transferred to the directors, the heads of the regional offices, and/or the heads of the service
offices. This delegation was based on the value of state assets being processed. It meant that
decision-making, the approval or rejection of the proposal for the asset activities (usage,
utilisation, disposal or transfer), were made by the director general, the directors, the heads of
regional office or the heads of service office, and based on their authority. Hence, the proposal
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for the activities must be submitted by the state asset users to DGSAM‟s Central Office,
Regional Offices or Service Offices according to the value of assets.
For MoPW, the authority to manage state assets was based on the function of each unit. In this
instance, the function as the state asset user is in the hands of the Minister of Public Works.
Meanwhile, the function as the state asset user representative is in the hands of the head of the
task force. However, the unit specifically responsible for the asset management of MoPW‟s
assets was the Centre for State Asset Management (PPBMN). The main tasks of this unit were to
conduct the planning, and provide guidance, supervision, control, administration and transfer and
utilisation of assets at the ministerial level. This unit also functioned as the coordinator of SAM
within MoPW (PPBMN n.d., p. 12).
The second additional principle found in the Indonesian government‟s SAM practice is the value
certainty principle. This principle establishes the point that SAM must be supported by certainty
in the number and value of assets in order to optimise decision-making, such as in the utilisation
and transfer of state assets, and to assist in drafting reports (Point 1f General Explanation of PP
No.6/2006). The implementation of this principle can be seen in the process of asset utilisation,
asset transfer and asset reporting, where the valuation becomes the essential component. In asset
reporting terms, the stipulation of the state asset value is used to draft the government‟s balance
sheet and was conducted according to normal government accounting standards (standard
akuntansi pemerintah or SAP). One example for this is the implementation of depreciation for
fixed-assets in order to calculate the real value of assets. In 2012, depreciation was conducted on
fixed-assets for the BLU, including those within MoPW. It was expected that in 2013, all fixedstate assets within the ministries and agencies would implement the depreciation.
In terms of asset utilisation and transfer, to obtain the fair value of assets as the basis for
decision-making, valuation had to be conducted. The legal basis for this is the Minister of
Finance Regulation No.96/2007 and the Minister of Finance Regulation No.33/2012. For state
assets in the form of a land or buildings, the valuation was conducted by a team created by the
state asset manager, which could include an independent valuer (Article 39 point 1 PP
No.6/2006). Meanwhile, for other state assets, the valuation was conducted by a team created by
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the state asset user, which could also include an independent valuer (Article 40 point 1 PP
No.6/2006). In the valuation, the lowest estimate value used was the tax object sale value
(NJOP). Within MoPW, this process was also followed. For example, when there was a lease
application by MoPW, it was followed up by a valuation from DGSAM-MoF before any
decisions were made.
5.3.2.3 Comparison of Perceptions of DGSAM and MoPW Officials

Based on the respondent views and experiences above, there was adherence to the principles of
accountability, transparency, participation, rule of law, and efficiency in SAM practices. There
were also similar views between DGSAM officials and MoPW officials, on the adherence to
those principles. However, the form of adherence is different with some principles. In terms of
accountability, the majority of officials argued that accountability was demonstrated by
improvements in asset reporting mechanisms. There were also views that accountability can be
seen from the perspective of openness (DGSAM officials) and the perspective of regulations
(MoPW officials). In terms of transparency, DGSAM officials saw transparency as being
demonstrated in improved reporting. Further views emerged on openness to the public and the
activity of asset supervision and control offering proof of adherence to the principle of
transparency. MoPW officials also argued that improved transparency can be seen from greater
disclosure of data. In terms of participation, DGSAM officials and MoPW officials have a
similar view that the adherence to this principle can be seen from asset utilisation activity.
In terms of rule of law, both DGSAM officials and MoPW officials argued that adherence to this
principle was evident from the asset certification activity. However, there were other views as
the evidence of the adherence to this principle, such as from the perspective of the decisionmaking process (DGSAM officials) and laws and regulations (MoPW officials). In terms of
efficiency, DGSAM officials and MoPW officials also shared the same view that the adherence
to this principle can be seen from the perspective of asset planning. However, there were also
other views as the proof of the adherence to this principle, such as from the perspective of
authority delegation (DGSAM officials) and budgetary spending (MoPW officials). The reason
for the adherence to those principles will be discussed below.
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5.3.3 The Reason for Adherence to GG Principles in SAM Practices
5.3.3.1 Perception of DGSAM Officials

The respondents from DGSAM argued that among the reasons to adhere to GG principles in
SAM were to abide by the laws and regulations and the public desire for GG practices. For
example, a respondent from the central office responsible for SAM policy explained laws and
regulations as the reason for adherence in the following way:
[It is] the articles in law and regulation that obligates every state
administrator to adhere to GG principles. Also the needs for public support
which would be easier to get if the state administrator adhering GG principles.
[Because of] globalisation and public information openness, it is easier for the
public to monitor the government activity, especially in SAM (MoF_4).
Another respondent from the central office responsible for SAM policy mentioned the regulation
as a factor influencing the adherence to GG principles. She said:
Yes, actually, the first factor was the regulation, in my opinion. But how far the
law was enforced it depends on the regulation itself. The SAM regulation, for
example, it has sanctions but these are only administrative sanctions. There is
no regulation concerning SAM that has enough force in term of the sanction
(MoF_8).
In addition, a respondent from the central office responsible for SAM implementation when
asked about the law enforcement and its relation with the adherence, said:
I think, adherence is forced by the BPK’s audit report to LKPP. It’s because
now, all assets need to be [reported] in the LKPP. Every ministry and agency
must present their assets in LKPP. So, the BPK’s audit opinion is influential in
raising the awareness of the task forces in using the assets (MoF_14).
In relation to the public‟s desire on the reason for adhering to GG principles in SAM, a
respondent from the central office responsible for SAM policy (higher level official) expressed
her view in the following way:
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Yes, the public certainly want it [the adherence to GG principles]. Because if
GG was practised and a good SAM [was practised], it can contributes to the
Non-Tax State Revenue (Penerimaan Negara Bukan Pajak or PNBP). It means
that if they procure an asset, it was really according to the needs, so that the
national budget (APBN) can be saved. If there was an idle asset, it can be
optimised by leased or utilised in other ways, this can contribute to the APBN
(MoF_8).
This view was also supported by another respondent from the central office responsible for SAM
policy. He said:
So, good state asset management is a must. Because, firstly from the
community, there has been many cases also in the newspapers, mass media,
that assets has been occupied, etc., it seems that assets has not been properly
managed. The non-government organisations (NGOs) and many other parties
keep an eye on us. Many cases involving land have also risen. Under the
reform of the 1998 the community have rights to occupy [government assets].
There even a saying that “government land is the community land” (MoF_18).
Yet, another respondent from the central office responsible for SAM policy explained there were
other factors besides the regulation and public desire that supported the adherence to GG
principles in SAM, and that was the need for good asset data for the state administration to aid in
decision making. He said:
Talking about factors that support the government’ adherence to GG
principles, it was not only the regulation. It was the basic motive why there is
SAM. For example, there is the need in state administration to have a picture
of the real number of assets. This is to calculate the financial health of the
state. This needs to be in our reporting system. Actually this is important to
clarify [the asset value], because a zero value of an asset [in the reporting] is
inappropriate. Also, the supporting factor was actually that the state assets
must contribute to achieve public welfare. The next was to clarify the
ownership rights of the government for the assets (MoF_5).
From a different angle, a respondent from the central office responsible for SAM policy argued
the reason for adherence was related to the conditions that needed improvement prior to the
SAM reform. For example, there was a need to gain the public trust. He expressed his view in
the following way:
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Yes, we learn from the history. One of [the lessons] was to build trust, and
trust will be created if we promote governance in management. If all
(practices) are trusted, then the state administrator [will] have a high trust
from the public and the public will believe in state financial management that
the government will try to help the nation prosper (MoF_1).
5.3.3.2 Perceptions of MoPW Officials

Meanwhile, from the perspective of MoPW officials, the reason for adherence to GG principles
in SAM of MoPW‟s assets was mainly because of the need to follow the laws and regulations
concerning SAM. For example, PP No.6/2006 requires all assets of the ministry or agency to be
registered. A respondent responsible for SAM implementation explained the need to comply
with the regulation using the example of the toll roads. He said:
The tollway business is worth a trillion. We do not want problem with the BPK.
Since 2011, we’ve register the toll road’s land which had not been done
before. The regulation says not only the land needs to be registered, but also
the structures which the government owns. Because there is land and
structures such as bridge these need to be registered. Currently we only
register the land without the structure (MoPW_2).
Another respondent responsible for SAM policy also acknowledged the need to follow
regulations. He said:
In 2013, we applied the rules on asset depreciation in the electronic asset
inventory system (SIMAK BMN). Before 2013 this was not done which was
violating the government accounting standard. Since the first semester of 2013,
we have started [to do this] (MoPW_1).
In addition, a respondent responsible for SAM implementation saw the adherence to GG
principles from the perspective of improving the BPK‟s audit opinion of MoPW‟s financial
report. He said:
The third action [of the reform] was to avoid disclaimer opinion [from BPK].
So when the reform was started, we were already talking about the financial
report. Even if MoPW’s assets are very large, complex, and complicated still
we have to get a non-disclaimer opinion [from the BPK]. So all
recommendations from BPK’s audit findings to our financial report were
followed (MoPW_4).
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5.3.3.3 Comparison of Perceptions of DGSAM and MoPW Officials

Based on the officials views and experiences above, both DGSAM officials and MoPW officials
saw commitment to laws and regulations as the main reason for adherence to GG principles in
SAM practices. However, DGSAM officials also viewed other reasons for the adherence to GG
principles, such as public desire, the need for good asset data to aid decision-making, and the
need to gain public trust. In addition, MoPW officials viewed the need to improve the BPK‟s
audit opinion to MoPW‟s financial report as a further, important reason for adherence to GG
principles.
5.4

Conclusion

This chapter presented the views and perceptions of DGSAM officials and MoPW officials on
the extent to which SAM reforms were seen to work, and GG practices in SAM. As the
epistemological position underpinning this research is of social constructionism, the findings are
drawn from the thoughts and experience of the officials to construct their understanding of their
situation. In terms of the extent to which SAM reforms were seen to work, the officials argued
the reform of SAM has been successful. This is evident in SAM practices relating to MoPW‟s
assets. Their understanding of the success of reform is that it can be seen in the improvements in
asset administration, asset reporting, and asset utilisation. In doing so, success was seen as
improved practices, as demonstrated by comparing the SAM practices before and after the
reform. However, the officials also acknowledged there were challenges that had effects on the
reform efforts. Those were institutional, managerial and cultural challenges.
In terms of GG practices in SAM, the officials argued GG was practised in Indonesian SAM.
Based on their views and experience, SAM practices were seen to have adhered to GG principles
of accountability, transparency, participation, rule of law and efficiency. However, the extent of
adherence to each principle of GG varied, and the principles were seen from different
perspectives: accountability was seen from the perspective of asset reporting and regulations;
transparency was seen from the perspective of asset reporting and data openness; participation
was seen from the perspective of asset utilisation; the rule of law was seen from the perspective
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of laws and regulations and certification of assets; and efficiency was seen from the perspective
of asset planning and delegation of authority.
The reason for adherence to GG principles in SAM practices, as understood by the officials, was
mainly because it was required by laws and regulations. However, there were other views as the
reason for adherence to GG principles in SAM practices, such as the public need (public desire
and public trust) and the need for good asset data for the state administration to aid decisionmaking. The empirical and theoretical discussion of the results will be presented in the next
chapter.
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CHAPTER 6:
DISCUSSION OF RESULTS

6.1

Introduction

The broad aim of this research was to understand contemporary state asset management (SAM)
reform in Indonesia, in the context of public sector management (PSM) reform. Additionally, the
specific aims were to understand the extent to which SAM reforms were seen to work and to
understand good governance (GG) practices in SAM as experienced by those working with
policies and procedures (government officials). Furthermore, the objective of this research was to
explore the links between SAM reform, the adoption of GG in SAM, and SAM practices, using
Indonesia as the case study.
The interviews with officials from Directorate General of State Asset Management (DGSAM)
and the Ministry of Public Works (MoPW) and analysis of documents show their understanding
of the nature of reform and its impacts on SAM practices, the success of reform and the
challenges to reform, and the adherence to GG principles, the extent of adherence to GG
principles, and the reason for such adherence or non-adherence. This chapter discusses the
significance and implications of these findings. It also answers main research question of: “How
do linkages between frameworks for state asset management reform and good governance
influence state asset management practices as experienced by government officials?”
The discussion in this chapter is divided into four main sections. Section 1 discusses the
understanding of contemporary SAM reform in Indonesia. Section 2 discusses the understanding
of the extent to which SAM reforms were seen to work by looking at how successful the reform
is and what challenges face the Indonesian government. Section 3 discusses the understanding of
GG practices in SAM by analysing the extent of adherence to GG principles in SAM practices,
looking at the mixed adherence to GG principles in SAM practices, and investigating why or
why not GG principles are adhered to in SAM practices. Section 4 discusses the understanding of
the links between the SAM reform, the adoption of GG practices in SAM, and SAM practices.
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6.2

Understanding Indonesian Contemporary State Asset Management Reform

The discussion in this section relates to sub-research question (1), “How has contemporary SAM
reform been implemented in Indonesia?”
6.2.1 Nature of Reform
This study found the nature of SAM reform in Indonesia was to improve the earlier practices of
SAM by focusing on changes in laws and regulations, organisation, and processes and
procedures. In terms of the reform paradigm, SAM reform in Indonesia was influenced by some
characteristics of the New Public Management (NPM). However, some characteristics from the
traditional public administration (TPA) remained.9 In this instance, the characteristics of NPM,
such as management (as the value), was applied in Indonesia. For example, the focus of reform
was on asset management, which has a broader meaning than asset administration, as the
dominant value in TPA. This was evident from the asset management activities, which consisted
of planning and budgeting, acquisition, usage, utilisation, security and maintenance, valuation,
disposal, transfer, administration, and supervision, monitoring and control (Article 3 point 2 PP
No.6/2006). The Indonesian experience of SAM reform was different from the experiences of
the advanced reformers, such as Australia and New Zealand. Their experience showed that NPM
characteristics, such as management, results and outputs, decentralisation, and public/private
partnerships were influencing the reform.
The SAM reform in Indonesia also emphasised results and outputs, as other characteristics of
NPM, and process and input, as characteristics from TPA. This was evident from the objective of
SAM described in PP No.6/2006, which is the creation of sound administration and management
of state assets. How these objectives were realised was set out in the DGSAM‟s vision statement.
Some aspects of DGSAM‟s vision statement focused on results and outputs, such as aiming for
maximum income from state assets, efficient expenditure, and greater effectiveness in SAM.
Other aspects focused on process and input, such as securing the possession of state assets,

9

See Table 2.5 in Chapter 2 for characteristics of TPA vs NPM.
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maintaining sound administration and legal requirements for state assets, and creating a database
of state assets and their values (DJKN 2013a).
Meanwhile, the characteristics of TPA which influenced Indonesian SAM were the structure and
relative importance of public and private sectors. In terms of the structure, SAM in Indonesia
was still centralised. There were three officials responsible for SAM: the state asset manager
(DGSAM-MoF), the state asset user (ministry and agency), and state asset user representative
(office or task force within ministry and agency). However, the policy and authority of SAM
belonged to DGSAM. That is, DGSAM was responsible for drafting policy, and regulating and
establishing guidelines in SAM (Article 4 point 2a PP No.6/2006). In addition, DGSAM was
authorised to make decisions on the proposal to utilise state assets, specifically for assets that
were not lands and/or buildings (Article 4 point 2j PP No.6/2006).
There was also a hierarchy within SAM. Based on the Minister of Finance Decree No.218/2013,
some authorities of Director General of SAM were transferred to the directors within DGSAM,
head of DGSAM‟s regional offices, and head of DGSAM‟s service offices (see Appendix 8 for
Organisational Structure of DGSAM). This followed the hierarchical structure in the
organisation, which consists of the central office (1st Echelon unit), the regional office (2nd
Echelon unit), and the service office (3rd Echelon unit). The authority transfer was based on the
value of state assets processed. For example, the approval or rejection for utilisation of state
assets located outside Indonesia, with the book value of assets in the proposal of up to
Rp5 billion, was transferred from the Director General of SAM to Director of SAM and
Information System at the DGSAM Central Office (Point 7 First Annex the Minister of Finance
Decree No.218/2013).
In terms of the relative importance of public and private sectors, the public sector played an
important role in the Indonesian SAM. This was regulated in Article 4 to 8 PP No.6/2006 stating
that the officials of SAM consist of the state asset manager (DGSAM-MoF), the state asset user
(ministry and agency), and the state asset user representative (head of office or task force within
ministry and agency). Although there were opportunities for the private sector to be involved in
SAM (through asset utilisation by lease, utilisation cooperation with a third party, or the
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BOT/BTO schemes), the involvement was only as a lessee or partner, not a service provider as
happens in other countries, such as Australia.
This study also found that, in general, the driver for SAM reform in Indonesia was the need to
improve state governance by strengthening the Constitution, the judiciary and public financial
management. Thus, an important driver for reform was because of the shortcomings in earlier
practices, such as the lack of accountability in asset reporting, inadequate data of assets, and
incomplete regulations. Therefore, the focus of SAM reform in Indonesia is on three aspects:
laws and regulations, organisation, and processes and procedures. This was quite different with
the focus for reform in advanced reformers such as, Australia, New Zealand, France, and
Canada. In those countries, SAM reform was part of a political agenda to decrease spending,
increase productivity, and introduce more efficient and effective management tools in the
practice of government.
In terms of reform processes and objectives, SAM reform in Indonesia can be further defined
using Schick‟s approach.10 Based on this approach, the Indonesian reform process and objectives
can be set out as follows.

10

See Figure 2.2 in Chapter 2 for the approach by Schick.
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Table 6.1: Reform Processes and Practices in SAM in Indonesia
No.

Reform Measure

Reform Practice

1.

Explicit Public Policy

The basic principle in SAM is that state assets are used to support the running
of the main tasks and functions of the ministry and agency or task force based
on Article 42 Point 2 UU No.1/2004. The consequence of that principle is for
state assets (land or building) not in-use (idle assets) for running the main
tasks and functions of the asset users must be handed-over to Minister of
Finance (Article 49 point 3 UU No.1/2004).

2.

Recognition of the Cost of
Public Property

The cost of public property has been acknowledged in SAM. Asset valuation
is conducted for the purpose of drafting of the Central Government Financial
Report, utilisation, and transfer of state assets (Article 37 PP No.6/2006).
Assets are valued by fair value (Article 39 PP No.6/2006).

3.

Information System

There is a central system for recording the asset inventory electronically. The
system is called “The State Property Accounting and Information
Management System” (SIMAK BMN).

4.

Accountability Mechanism

The mechanism for accountability in SAM is through asset reporting. In this
case, the state asset user representative is responsible for drafting SemiAnnual and Annual Asset User Representative Reports to be submitted to the
state asset user (Article 71 point 1 PP No.6/2006). The state asset user is
responsible for drafting Semi-Annual and Annual Asset User Report to be
submitted to the state asset manager (Article 71 point 2 PP No.6/2006). In
addition, the state asset manager is responsible for drafting the Semi-Annual
and Annual State Asset (land and building) Reports (Article 71 point 3 PP
No.6/2006). Thus, the state asset manager is also responsible for compiling all
asset reports and drafting the State Asset Report from the compiled reports
(Article 71 point 4 PP No.6/2006). The State Asset Report is used as a
material to create the government financial report (Article 72 PP No.6/2006).

5.

Decentralise of Management
Responsibilities/Central
Leadership Role/Incentives

With the reform, there was a strengthening in the central leadership role, in the
national government, in this case the role of DGSAM-MoF as the state asset
manager.

6.

Dispose of Surplus Property

There are three policies regarding not in-use assets (idle assets): use by other
government institution in needs; utilised in form of lease, utilisation
cooperation with a third party, transfer to another party without change of
ownership, or BOT/BTO schemes; as well as transfer to other party in form of
sales, exchange, grant, or government capital inclusion (Article 49 point 3 UU
No.1/2004).

7.

Privatisation Initiatives

Private sector involvement in SAM is through the utilisation mechanism.
However, the role of the private sector is limited to functioning as a lessee in
lease or, as a partner in utilisation cooperation with a third party (KSP).

8.

Accounting Practices

The accrual-based government accounting standard (Standar Akuntansi
Pemerintah) has now been implemented in Indonesia. This is based on
Government Regulation No.71/2010 (PP No.71/2010) on The Government
Accounting Standard. In the accrual-based government accounting standard,
revenue, expenditure, assets, debts, and equity are recognised in an accrualbased financial report (Article 1 Point 9 PP No.71/2010).
(Adopted from Conway, Kaganova & McKellar 2006)
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Thus, there are similarities and differences to the reform process as experienced in Indonesia,
and the advanced reformers, such as Australia and New Zealand11. The similarities are found in
the recognition of the cost of public property. Consistent with Australia and New Zealand
practices, Indonesia acknowledged the cost of public property. Therefore, the inventory and
valuation (IP) program was conducted. Thus, the fair value was used to determine the value of
assets. However, the common concept in Australia and New Zealand of applying a capital charge
to enable recognition of asset costs is not used in Indonesia. In addition, accrual-based
accounting was implemented in Indonesia.
A key difference between Indonesia and other SAM reformers is found in the basic policy
outline for asset usage. The Indonesian practice of not in use (idle) assets is that the idle asset
needed to be handed over from the ministry or agency concerned to the Ministry of Finance for
further use. There was also a central asset registry in Indonesia and asset reporting was used in
Indonesia as an accountability mechanism. In terms of leadership roles, there was a central
leadership role performed by the DGSAM-MoF. In terms of the private sector‟s role, there is
limited involvement of the private sector in Indonesian SAM. Although the private sector can
participate in asset utilisation activity, its role is only as a lessee or a partner, not as a service
provider as they in other countries such as Australia. The reason for this is because in utilisation,
the government retains the ownership of state assets and utilisation was seen as a mechanism to
better use state assets. In addition, the practice prefers utilisation of surplus property to disposal.
6.2.2 Reform Impacts on Practices
The impact of PSM reform, in particular the NPM reform, on the improvement of PSM was
questionable. This was because lessons learned from around the world also showed unpromising
results (see for example, Goldfinch & Wallis 2010; Kuhlmann et.al. 2008; Skelley 2002).
Especially for SAM reform, Kaganova et al. (2006) recognised several issues associated
generally with SAM reform. These include: the relationship between accounting reforms and
asset management reform (asset valuation, accrual-based accounting, and asset management

11

See Table 2.6 in Chapter 2 for the reform process in Australia and New Zealand.
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policy), the separation of ownership from management (that is to whom is the entity accountable
and what reporting requirements and regulation apply), and the introduction and use of the asset
management information system. In order to successfully implement reform, these issues needed
to be addressed.
Looking at the Indonesian experience of reform, the reform issues mentioned above, were
apparent. The first issue was the relationship between accounting reform and asset management
reform. The reform of accounting practices in the government sector strongly influenced
property asset management (Kaganova et al. 2006). This was because it had drastic implications
for the way real property assets were accounted for, and the kind of information flows that were
needed to comply with newly adopted accounting standards (Kaganova et al. 2006, p. 9).
Accounting reform led to questions as to how to value a specific asset that the government owns.
For example, it is difficult to value a national park based on market valuation (Kaganova et al.
2006).
Asset valuation in Indonesia is an activity in SAM. Thus, there is a value certainty principle12
that must be followed in SAM. Based on PP No.6/2006, the valuation of state assets was
conducted for three purposes: drafting the central and regional government financial reports,
asset utilisation, and asset transfer (Article 37 PP No.6/2006). For the purpose of determining
asset value in the central and regional government financial reports, asset valuation was
conducted according to the government accounting standard (Article 38 PP No.6/2006). In this
case, the value of assets determined by the accounting mechanism equalled acquisition value
minus depreciation. This was different from other country‟s practices, such as in Australia and
New Zealand, where market valuation is used. Meanwhile, for asset utilisation or asset transfer
purposes, asset valuation was conducted to obtain the fair value of assets. This was similar to
other practices in countries such as Australia and New Zealand. The difference, however, was
that the lowest estimation for asset value is based on the tax object sale value (Article 39 Point 3
PP No.6/2006).

12

See p. 127 for the explanation of this principle.
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In addition, the accounting reform has led to questions regarding how shifting to an accrualbased accounting standards affect property accounting and management, and therefore how
important was the asset management policy to accounting rules. This was because, in accrual
accounting for government, financial statements should report all assets, liabilities, revenues,
expenses, gains and loses. This implies that all real property assets should be identified, recorded
and valued, and over time, re-valued (Kaganova et al. 2006, p. 17).
In Indonesia, the accounting reform greatly influenced SAM. The accrual-based government
accounting standard (Standar Akuntansi Pemerintah) was implemented. This policy is based on
Government Regulation No.71/2010 on Government Accounting Standard. In the policy,
revenue, expenditure, assets, debts and equity are recognised in an accrual-based financial report
(Article 1 point 9 PP No.71/2010). The effect of the regulation is that the value of assets is now
accepted as reflecting the true value of such assets. This data was gained from the asset
acquisition cost minus accumulated depreciation. The policy of asset depreciation to improve the
quality of asset value was further regulated by the Minister of Finance Decree No.53/2012 on
Fixed-State Asset Depreciation Implementation in the Central Government Entity. It was then
applied to the fixed state assets in the public service agency (BLU) in 2012.
Indonesia‟s asset improvement program, through inventory and valuation, was conducted
between 2007 and 2010 to identify, record, and value all state assets. The program recorded the
quantity, value, condition, and ownership status of state assets. To keep the asset value updated,
the state asset user is responsible to inventory assets under their jurisdiction at least once every
five years (Article 69 PP No.6/2006). For the state asset manager, this means that an inventory of
assets under their jurisdiction is required, at least once every five years (Article 70 PP
No.6/2006).
The second issue was the degree of separation between ownership from management. There are
two models of separation identified by Kaganova et al. (2006). The first model assumes the
government retains direct ownership of property assets and then delegates asset management
functions to another entity, usually by contract (Kaganova et al. 2006, p. 19). For example, in
Australia, the Department of Finance owns federal assets but the management of those assets is
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contracted to other entities, including private sector lessees or operators. Under the second
model, property assets, along with asset management functions, are allocated to a separate entity
owned by the government. This is evident in Canada where Public Works and Government
Services Canada (PWGSC) provide services to the various agencies that are assigned federal
properties. However, there are questions concerning these models. For example, to whom are the
entities accountable and what reporting requirements and regulations apply (Kaganova et al.
2006)?
To answer these questions, SAM reform in Indonesia introduced a new role for the asset
manager to who officials are the responsible for managing state assets. This new role makes clear
separation between roles in SAM: asset manager, asset user, and asset user representative
(Article 4 to 8 PP No.6/2006). Here, the position of the state asset manager is held by the
Minister of Finance, in this case the Director General of SAM acts on behalf the minister. The
state asset manager‟s responsibilities include drafting policy, and regulating and enacting SAM
guidelines (Article 4 PP No.6/2006). Meanwhile, the position of the state asset user is held by the
minister and head of a government agency. Further, the position of the state asset user
representative is held by the head of office or head of task force within the ministry and agency.
Included in the state asset user‟s responsibilities are using state assets under their jurisdiction for
the purposes of delivering the main tasks and functions of their respective ministry or agency
(Article 6 PP No.6/2006).
In relation to accountability and reporting requirements, the state asset user representative, the
state asset user, and the state asset manager must record their assets in the appropriate list: the
User Representative Asset List (for state asset user representative), the User Asset List (for state
asset user), and the State Asset List (for state asset manager). Then, the assets must be reported
semi-annually and annually in the State Asset User Representative Report (for state asset user
representative), the State Asset User Report (for state asset user), and the State Asset (Land and
Building) Report. Based on those reports, the Central Government Financial Report (LKPP) is
created.
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The third issue is the information system for asset management. There are three questions related
to the use and content of the asset management information system: “What are the purposes of
the information system?”, “What kind of information does the system have and why?”, “Does it
incorporate physical conditions, tenants and use, and financial data on a property-by-property
basis?” (Kaganova et al. 2006, p. 20). Also, in countries undergoing accounting reform, there are
questions about the relationship between information needed for prudent asset management and
for complying with accounting standards (Kaganova et al. 2006, p. 20). In Indonesia, SAM
reform implemented the SIMAK BMN. This system is a sub-system of the Agency Accounting
System (Sistem Akuntansi Instansi). It consisted of interconnected procedures to process
resource documents, such as the receipt issued when acquiring an asset, reports on the inventory
of assets and the valuation of the assets (Kemenag n.d.).
The implementation of SIMAK BMN in Indonesia answered some questions relating to the
information system in the SAM reform. The system provides information that is useful for
accounting purposes through asset reporting (the state asset report, the asset book, the asset
condition report, and the state asset transaction list) as well as for managerial purposes. For
example, data of existing assets are used in asset planning activities. For the state asset manager,
the data was important for giving decisions on asset needs. This was because asset needs are
planned after considering the existing condition of assets (Article 9 point 1 PP No.6/2006). By
2012, there were 88 ministries and agencies within the national government using the system
(DJKN 2013b, p. 34).
6.3

Understanding the Extent to Which State Asset Management Reforms Were Seen to

Work
The discussion in this section relates to sub-research question (2): “To what extent have SAM
reforms been seen to work?”
6.3.1 How Successful was Reform?
This study found that SAM reform, especially of MoPW‟s assets at least until 2012, was
successful in improving SAM practices in Indonesia. The success was seen by the major
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improvements in the practices of SAM using the “before and after” design. The reform success is
evident from the perspectives of asset administration, asset reporting, and asset utilisation.
In terms of asset administration, the inventory and valuation (IP) program brought a more
orderly administration of assets. The result of the program was that records of the quantity,
value, condition, and ownership status of the state assets were created. Good asset records were a
significant improvement in asset administration and become best practice. For example, in New
Zealand each government agency maintains a registry of assets as part of its accounting systems
(Dow et al. 2006).
In terms of asset reporting, a more comprehensive reporting mechanism was applied as
demonstrated by the development and use of the Central Government Financial Report (LKPP).
This report presents the government financial position, including the value of state assets. This is
similar to the New Zealand reform, where the adoption of an accrual-based accounting lead to
the preparation of annual financial statements with improved information on the assets and asset
value. The improved information proved to be essential from the perspective of auditing, where
it improved audit decisions. This is also a common practice in Australia when asset
administrators have to include the value of asset under management (Conway 2006). In terms of
asset utilisation, the way state assets were utilised changed. The practice of lease, utilisation
cooperation with a third party, and BOT/BTO approaches were widely promoted and applied in
SAM.
There are two reasons behind the reform achievements. The first reason is that there was a strong
focus of reform on laws and regulations, organisation, and processes and procedures. By
focusing on these three sectors, the reform was able to improve SAM practices in Indonesia. This
focus of reform is similar to reform efforts in other countries, such as Australia and New
Zealand. That is, reform is driven at the highest level by a clear policy framework that places
asset management practices in the context of an overall restructuring effort by a government
(Kaganova & McKellar 2006, p. 403).
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In terms of laws and regulations, the establishment of three sets of laws for state financial
management in 2003 and 2004 (Law No.17/2003, Law No.1/2004, and Law No.15/2004)
provides a good foundation for reform. Those laws are further elaborated in various legislations
concerning SAM, such as PP No.6/2006, which provides the guidance for Indonesian SAM
practices. To implement PP No.6/2006, many regulations were issued, such as ministerial
regulation and decrees and the Director General of SAM decrees.
In terms of organisation, the creation of a specific organisation responsible for managing state
assets (DGSAM-MoF), functioning in the role of the state asset manager, proved essential to
change earlier SAM practices. This was because the earlier arrangement was dominated by a
confusion of roles and how to best manage state assets. Hence, the separation of roles of the state
asset manager and the state asset user, was in accordance with best practices of managing assets
elsewhere.
In terms of processes and procedures, in 2007 DGSAM-MoF introduced a new model for
managing assets, The Roadmap for Strategic Asset Management. The model, which was adjusted
in 2012, created guidance for a sound and modern SAM. One priority for the Roadmap was to
inventory and value all state assets.
The second reason contributing to the success of the reforms was a strong commitment from the
parties in the public sector involved in SAM to improve its practices: the Ministry of Finance
(DGSAM) as the state asset manager, the ministries and agencies as the state asset users, and the
Supreme Audit Board (BPK). Although at the beginning of the reform process there were
challenges to the paradigmatic change from administrating to managing assets, the state asset
manager and the large number of state asset users, were committed to reform. The commitment
from the state asset manager was evident, for example, through establishing and resourcing
organisational components needed for reform implementation, such as the regulations, system
and working procedures, human resources and information technology. In addition, between
2007 and 2010 the state asset manager also conducted the state asset inventory and valuation (IP)
program, together with the ministries and agencies. Meanwhile, the commitment from the state
asset users was evident through the establishment in some ministries and agencies, such as the
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Ministry of Public Works, of a specific unit for managing state assets, called “the Centre for
SAM” (Pusat Pengelolaan Barang Milik Negara), and their participation in the massive state
asset inventory and valuation program to identify and record all state assets. However, there were
challenges affecting the reform efforts.
6.3.2 What Challenges Did the Indonesian Government Face?
This study found that there were institutional, managerial and cultural challenges that affected
the SAM reform in Indonesia First is institutional challenge. This challenge is related to
organisational arrangements, such as the human resources, with an example being the lack of
capacity from MoPW‟s staff to conduct feasibility studies for asset utilisation cooperation
activity, which slowed down the process of asset utilisation. To solve this, MoPW and DGSAMMoF worked closely to prepare the feasibility studies where DGSAM providing assistance.
Second is managerial challenge. This challenge is related to management practices, such as the
scope of assets. Because of the high number of assets and its widespread location, good SAM is
a long process. To solve this every party involved in SAM (asset manager, asset user and asset
user representative) worked together. For example, to conduct asset inventory and valuation a
joint team was created involving many parties, with this team being active between 2007 and
2010.
Third is cultural challenge. This challenge is related to organisational culture. An example is the
officials‟ low commitment to asset management. Because of this, SAM practices were affected,
as evidenced by disorderly asset reporting. To solve this, DGSAM-MoF supervised asset
reporting. These reform challenges can be understood using the organisational change
perspective (institutionalist approach). There was tension between the rational view of change
and the institutional view of organisational change. The focus of reform had three aspects: laws
and regulations, organisation, and processes and procedures. This was done by establishing of a
series of laws and regulations on state financial management providing policies for SAM,
creating a specific unit within MoF responsible for managing state assets, and implementing
strategic asset management to guide the reform process. Those efforts are seen as the application
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of the rational view because the focus was on the structure of organisational capacity to deliver
SAM and the environment where the change process was a by-product of sound planning and
execution (see Graetz et al. 2011). However, from the institutional view, there were pressures
that affected the reform efforts coming from other organisations as well as pressures from social,
governmental, legal and cultural arenas (see Etzioni 1988; Graetz et al. 2011).
In terms of organisational pressure, reform efforts were affected by the organisational
arrangement in SAM. The organisation responsible for implementing the reform and the agent of
change was DGSAM-MoF. This same organisation also acted as the state asset manager.
However, reform efforts could not successfully implemented without other organisations, which
included the ministries and agencies as the state asset users, and the state asset user
representatives. These organisations played an important role in the SAM reform because they
were the holders of the assets. When the reform was introduced, the awareness of the ministries
and agencies was raised as a challenge. For example, the inventory and valuation (IP) program of
state assets conducted from 2007 to 2010 was a lengthy and a faltering process. Although this
was mainly caused by the number and variety of assets, the level of awareness of the ministry
and agency, for example in providing access to assets and providing supporting documents for
the assets, also contributed to those delays. Therefore, a respondent from DGSAM-MoF
acknowledged patience, persistence and vigor amongst those leading the reforms as central to the
reform efforts.
In terms of governmental and legal pressures, reform efforts were affected by the governmental
and legal arrangements in SAM. The paradigm change in SAM from administering to managing
assets affected ministries and agencies greatly, as assets now not only needed to be administered,
but also to be managed. The management of assets included the utilisation, for example, by
lease, utilisation cooperation with a third party, and BOT/BTO schemes. The utilisation process
needed asset valuation, asset supporting documents, and feasibility studies. For some ministries
and agencies this was a challenge because they do not have the skill to value assets and provide
feasibility studies. For example, a respondent from MoPW argued that their expertise was in
constructing roads, not doing feasibility studies. Also, asset support documents did not exist in
some ministries and agencies. In addition, although there is a central policy framework for SAM
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in the form of PP No.6/2006, there were still other sectoral regulations overlapping with PP
No.6/2006. This created a problem in deciding which regulation should be followed for the
management of a particular asset, such as toll roads. Based on PP No.6/2006, the toll roads (the
infrastructure and the concession) were considered as state assets and must be managed under PP
No.6/2006. However, in MoPW, there was a specific regulation relating to toll roads, PP
No.15/2005 on Toll Roads. Based on this regulation, the concession of the toll roads should be
managed under PP No.15/2005.
In terms of cultural pressure, reform efforts were affected by the perception and mindset of SAM
officials. Prior to SAM reform, ministries and agencies saw themselves as the asset owner and
believed they could do anything with that asset. Under the SAM reform the ministries and
agencies became the asset users. This meant that every activity regarding those assets needed
approval from the asset manager (the Ministry of Finance). This was a challenging change. For
example, a respondent from MoPW responsible for SAM implementation expressed his concern
in the following way:
So there was a massive paradigm change that before, we are the asset owner,
the property owner. So we can decide what to do with it as we like. When PP
No.6/2006 was issued, we were only the asset user; the asset manager is the
Minister of Finance. This change became a problem during the transition
period (MoPW_4).
The DGSAM-MoF, as the asset manager, recognised also that the new paradigm was
challenging. A respondent from DGSAM responsible for SAM policy acknowledged the
challenges in implementing GG principles:
Two challenges in implementing GG principles are from the inside and the
outside. From the inside, do we still commit to reform with the all changes we
have? From the outside is the environment (MoF_1).
The above respondent meant the challenge to the paradigm change came from inside
organisation, which was the commitment to reform, as well as from outside organisation.
The example of the challenge in changing the mindset of the ministry and agency was in the
handover of assets not in use to the asset manager. It was regulated that assets (land or buildings)
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not in use (idle assets) by the ministry and agency must be handed over to the Minister of
Finance so that they could be used by another ministry and agency in need; utilised in the form
of lease, utilisation cooperation with another party, transfer of use, BOT or BTO schemes; or
transferred in the form of sales, exchange, grant, or government capital inclusion (Article 49
point 3 Law No.1/2004). However, only a limited number of those assets were handed over to
the Minister of Finance. Although indications showed many assets not in used by the ministry
and agency, handover was difficult. This challenge to reform confirmed Mardiasmo‟s (2012)
findings that political history and bureaucratic culture may play a strong role in SAM reform. In
this instance, the challenges were the willingness, commitment and level of stewardship
(Mardiasmo 2012, p. 335).
Another way to explain the institutional and cultural challenge to SAM reform was using the
principal-agent framework (PAF). The PAF, which originally emerged in the private sector
analysis of human interaction, was applied to public sector behaviour and organisation (Gintis
2000). The relationship between citizens and government was reframed to be considered as a
principal-agent relationship, where citizens gave their consent to their elected officials to govern
on their behalf, yet needed to be satisfied that their interests were served (Hughes 1998, p. 229).
The principal-agent theory was developed to explain the divergence often found between the
goals of managers (as agents) in private firms and shareholders (as principals). Thus, principalagent theory attempts to find incentive schemes for agents to act in the interests of their
principals (Hughes 1998). However, Vickers and Yarrow argue that the difficulties in
establishing such an incentive structure arose from two factors: the different objectives of
principals and agents, and the different information available to principals and agents (1988,
p. 7).
In addition, contracting was seen as the essence of interaction in PAF – firstly, between the
leaders of government and an organisation responsible for service delivery, and secondly,
between the leaders of the organisation and individuals (Lane 2005, p. 31). Nonetheless, the
application of principal-agent theory to public sector practices led to issue with accountability
and responsibility. Lane (2005, p. 29) identified three difficulties when applying principal-agent
theory to the public sector:
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(1) Who was the principal – the population at large or the elected politicians?
(2) What was maximised – the welfare of society or the private utility of the actors?
(3) Who was the agent – an entire organisation or individuals?
There were also different dimensions of the applications of principal-agent theory across the
public administration paradigm. In traditional public administration (TPA), there was a clear
relationship of accountability and responsibility. This was notable in the Westminster system
where a department or agency had two basic roles: to advise the political leadership on the
development, review and implementation of policy, and to manage its own resources so that
policy was implemented. Technically, each public servant was accountable, through the
hierarchical structure of the department, to the Cabinet, and eventually to the people (Hughes
1998, p. 31). Meanwhile, in NPM the traditional accountability mechanism (political or
bureaucratic accountability) was changed to managerial accountability – a more fluid and more
political accountability. When public servants became involved in setting policy and monitoring
progress towards objectives, they needed to be managerially accountable, rather than just
politically accountable (Hughes 1998, p. 235).
Applying the PFA to Indonesian SAM reform, three issues needed to be clarified:
(1) Who is the principal and who is the agent, and most importantly, who was the state asset
manager – was it DGSAM-MoF or the ministry and agency or both?
(2) Do the state asset manager and the state asset users have different goals in SAM?
(3) What accountability mechanism applied?
The first issue was the identification of the principal and the agent. According to Law
No.17/2003, the Minister of Finance acted as the state fiscal manager and the government
representative for the disaggregated state asset ownership. Thus, the Minister of Finance was the
government Chief Financial Officer (CFO), while the minister or the head of agency was the
Chief Operational Officer (COO) for a specific government sector (Point 5 General Explanation
Law No.17/2003). Based on those arrangements, the principal in SAM was the Minister of
Finance (DGSAM), while the agent was the minister or head of agency within the national
government (ministries and agencies). However, there remained the question of practice which
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institutions acted the state asset manager. This was raised by a respondent from DGSAM service
office responsible for SAM implementation. He argued:
The question is who acts as the state asset manager? It’s because in SAM,
there are two separated authorities: (1) state asset user, and (2) state asset
manager. So which one is acted as the asset manager, is it in the asset user
[the ministries and agencies] or in the state asset manager [DGSAM]. That’s
what I’m thinking. There are some problems if we [DGSAM] act as the state
asset manager. (MoF_19).
The reason for the concern of the above respondent was based on SAM regulation (PP
No.6/2006). Although the regulation provides a clear explanation of who is the state asset
manager and who is the state asset user (including state asset user representative), the definition,
authority and responsibility of state asset manager and state asset user are open to question. For
example, the state asset manager is defined as “the official who has the authority and the
responsibility in enacting policy and guideline and also manages the state assets” in Article 1
point 3 PP No.6/2006. Meanwhile, the state asset user is defined as “the official who holds the
authority in the usage of state assets” (Article 1 point 4 PP No.6/2006). From these definitions, it
is clear that DGSAM-MoF is the state asset manager and the ministry and agency is the state
asset user. But from the definition of asset usage, that is “the activity conducted by the state asset
user in managing and administering the state assets according to its main task and function of its
respective ministry and agency” (Article 1 point 7 PP No.6/2006), the ministry and agency also
manage the state assets and have the role of state asset manager. In addition, the role of the
ministry and agency was central in every SAM activities. Why? They initiated the activity of the
planning of needs and budgeting, acquisition, usage, utilisation, security and maintenance,
valuation, disposal, transfer, administration, and supervision, monitoring and control of state
assets under their jurisdiction.
The issue of who were the principal and agent and who was the state asset manager in
Indonesian SAM in the above discussion is important because it challenged the traditional
arrangement in PAF, where there is a clear separation between the principal (citizens) and the
agent (government institutions). While the principal in SAM has been identified as the citizens of
Indonesia, represented by the Minister of Finance as the CFO, there are three actors identified as
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the agent: the ministry and agency (the state asset user), the office and task force within ministry
and agency (the state asset user representative), and DGSAM-MoF (the state asset manager).
These actors, however, have different functions and responsibilities. Among the state asset
manager‟s authorities and responsibilities are: drafting policy, regulating and enacting guidelines
of SAM, confirming the status for state assets ownership and usage, and making decisions on the
proposal to transfer or dispose of state assets (Article 4 point 2 PP No.6/2006). Meanwhile,
among the state asset user‟s authorities and responsibilities are: appointing the state asset user
representative and appointing officials responsible for taking care and saving state assets, using
the state assets under their jurisdiction for the purpose of performing the main tasks and
functions of the ministry or agency, and submitting proposals for the utilisation and transfer of
state assets (Article 6 point 2 PP No.6/2006). In addition, among the state asset user
representative‟s authorities and responsibilities are: conducting bookkeeping and inventory of
their assets, using the state assets under their jurisdiction for the purpose of performing the main
tasks and functions of the office, and submitting applications for the ownership confirmation and
the usage status of their assets to the state asset user (Article 7 point 2 PP No.6/2006)
The consequence of having three actors as the agent in SAM is that one actor, DGSAM-MoF,
has multiple or double roles. This phenomenon has been acknowledged as the unique
characteristic of the public sector (Gauld 2007). That is, multiple principals and agents
characterise the public sector, as do situations in which principals often double as agents (Le
Grand 2003). The practices of double principal and agent can be found also in other country‟s
experience of SAM reform. For example, in Australia, the Department of Finance is the principal
and agent in SAM who is responsible for property asset management. The department supervises
acquisition, disposition, and administration of domestic properties under the control of federal
agencies, other than defence property, which is separately administered by the Department of
Defence (Conway 2006, p. 33). The difference being, at the operational level, is that a private
company has been contracted to manage the property. For example, for the 2013–2014 financial
year, Five D Holdings Pty Ltd managed the Australian Government Property Portfolio, which
consisted of 103 properties with a fair value of approximately $1.4 billion (Department of
Finance 2014, p. 102).
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The second issue is that the state asset manager and the state asset users have different goals in
managing state assets. This was evident in SAM of Indonesian MoPW‟s assets. According to
MoPW officials, there was a different perception in managing assets between DGSAM and
MoPW. While DGSAM‟s focus was on achieving the SAM objectives, for example, to maximise
income from state assets, MoPW officials were more concerned about asset security. Therefore,
they are hoping that the asset utilisation process will be simplified, such as by removing the need
for feasibility studies. However, the concern of MoPW officials was not based on the regulation
concerning SAM. According to the Minister of Finance Regulation No.33/2012 and Minister of
Finance Regulation No.96/2007, the value of utilisation is stipulated to be based on the
appropriate procedures, such as using a market value approach or, for utilisation cooperation
with a third party, ensuring there is a proposal for business feasibility. The justification of such
arrangements, as provided in the regulation, is that in order to create accountable SAM, asset
utilisation in the form of lease must be conducted properly, efficiently, effectively, and optimally
with the adherence to good governance practices (Point A Consideration Clause Minister of
Finance Regulation No.33/2012).
The issue of divergence in goals between the state asset manager and the state asset user is
important because it confirmed the common problem in the principal-agent relationship, which
was the idea driven by public choice theory that self-interest motivates all activities of
individuals and organisations (Mitchell & Simmons 1994; Mueller 1989). In this case,
individuals and agencies were viewed as “rational utility maximisers”, each seeking to advance
their own interests as would a private business in pursuit of profit (Gauld 2007, p. 18). The state
asset manager‟s (DGSAM) interest in SAM was to achieve the objectives of SAM – to maximise
income from state assets through utilisation. This was quite different from the state asset user‟s
(ministry and agency) interests, which was to secure the asset using utilisation mechanism.
The third issue was the accountability mechanism applied in SAM. The officials in SAM
consisted of three parties: the state asset manager (DGSAM-MoF), the state asset user (ministry
and agency), and the state asset user representative (office or task force within ministry and
agency). Thus, each party was responsible for the state assets under their management. For
example, the state asset user was responsible for assets in their ministry or agency. Thus, the

157
state asset user was responsible for assets in their office or task force. This multi-level
governance structure was acknowledged in the post-NPM paradigm because it brought different
dimensions to the accountability mechanism. That is, the features of post-NPM, such as
networks, partnerships and multi-level governance, became the coordination mechanism
supplement, rather than the replacement of the traditional state hierarchy (Bouckaert, Peters &
Verhoest 2010). For example, networks are seen as interactions between independent actors from
the different traditional hierarchical structures, and from outside such structures. The problem
though, was the network model scores high on adaptability and flexibility; accountability might
be reduced and ambiguous, while steering proves more difficult (Christensen 2012, p. 7).
However, Indonesian practice showed that, although there was a multiple governance structure in
SAM, accountability remained. This was seen from the asset reporting mechanism, where the
reporting process for each party was interconnected. This meant that the state asset user
representative was obliged to draft the semi-annual and annual State Asset User Representative
Report to be submitted to the state asset user (Article 71 point 1 PP No.6/2006). Based on those
reports, the state asset user was obliged to draft the semi-annual and annual State Asset User
Report to be submitted to the state asset manager (Article 71 point 2 PP No.6/2006). Meanwhile,
the state asset manager was obliged to draft the semi-annual and annual State Asset (land and
buildings) Report (Article 71 point 3 PP No.6/2006). Then, the state asset manager was obliged
to compile the semi-annual and annual State Asset User Report and the semi-annual and annual
State Asset (land and buildings) Report (Article 71 point 4 PP No.6/2006) to be the State Asset
Report (Article 71 point 5 PP No.6/2006). The further use of the State Asset Report was to create
the national government financial report (Article 71 point 6 PP No.6/2006). Nonetheless, looking
at the accountability from the reporting mechanism was not without its flaws. The accuracy of
the reports was questionable if they were only used to fulfil the obligation required by laws and
regulations.
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6.4

Understanding Good Governance Practices in State Asset Management

The discussion in this section relates to sub-research question (3) “How is Good Governance
practised in State Asset Management?”
6.4.1 The Extent of Adherence to GG Principles in SAM Practices
This study found that there was adherence to GG principles in SAM practices as perceived by
DGSAM and MoPW officials. However, to understand how strong the adherence was, the extent
of adherence to those principles needs to be thoroughly analysed. To help with the analysis of the
extent of adherence to GG principles in SAM practices, views collected from the field work were
scaled. In doing so, the following procedures of the scaling process were followed:

Figure 6.1: The Scaling Procedures
Investigative questions

Identify relevant concepts &
constructs to be measured

Operationally define all
constructs

Choose scale/measurement
level of constructs

Identify existing scales

Design a custom scale

Measurement questions

(Source: Cooper & Schindler 2011, p. 293)
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Following this procedure, before the field work research, the investigative questions were
identified, the relevant concepts and constructs were be measured, and the constructs were
defined. The questions investigated in this research were related to the extent of adherence to GG
principles in SAM practices. Then, the existing literature was explored to determine the
indicators for each GG principle and its definitions. The indicators were drawn mainly from the
definitions and characteristics of principles.
The first principle is accountability. This principle is the key requirement for GG, and is defined
as being held responsible and answerable for specific results, as the outcome of an activity a
person is authorised to conduct. This can be seen from two perspectives: process accountability
and dimensional accountability. Process accountability occurs because decision-makers within
the organisation are accountable to both internal and external stakeholders (Jones 2009). In the
Indonesian SAM, process accountability is inherent in legislation (PP No.6/2006). In this
instance, the internal accountability indicators in SAM are: monitoring, supervision and control.
Meanwhile, the external accountability indicator in SAM is reporting. Furthermore, O‟ Donnell
(1999) suggests dimensional accountability as both horizontal and vertical, meaning vertical
accountability‟s instruments are to be the media and the public whereas horizontal accountability
lies with the higher authorities.
The second principle is transparency. According to this principle, all organisations should be
transparent and accountable, with both parameters being prerequisites for each other. Indicators
of transparency are: information, choice, representation and voice (Stirtone & Lodge 2001). The
third principle is participation. According to this principle, all men and women should have a
voice in decision-making as well as capacities to participate constructively (UNDP 1994). The
fourth principle is rule of law. This principle is defined as “the extent to which agents have
confidence in and abide by the rules of society, and in particular the quality of contract
enforcement, the police, and the courts, as well as likelihood of crime and violence” (Kaufmann
& Mastruzzi 2009, p. 6). In Indonesia, indicators of the rule of law in legislation are: legal basis,
appropriateness, and equity (Law No.28/1999 on The Free of Corruption, Collusion and
Nepotism State Administration). The fifth principle is efficiency. According to this principle,
governments ought to deliver what is needed based on clear objectives in a proportionate manner
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(European Commission 2001, p. 10). Indicators for efficiency by UNDP are: efficient use and
reaching objectives (UNDP 1994). The Table 6.2 shows the summary of the indicators of GG
principles identified in this study.
Table 6.2: Good Governance Principles‟ Indicators
GG Principles

Principles‟ Indicators

Accountability

Process accountability
Internal accountability (monitoring, supervision, and control)
External accountability (reporting)
Dimensional accountability
Vertical accountability (to the higher authorities)
Horizontal accountability (to the media and public)

Transparency

Information
Choice
Representation
Voice

Participation

Voice
Constructive participation

Rule of Law

Legal basis
Appropriateness
Equity

Efficiency

Efficient use
Reaching objectives

After the field work research was conducted, the following steps were taken: choosing the
appropriate scale from existing scales, designing a custom scale, and identifying measurement
questions. In this research, the scale was specifically adapted form of Likert scale. As noted by
Babbie (2002) and Cooper and Schindler (2001), the Likert scale is the most frequently used
variation in the summative rating scale and consists of statements that express either a favourable
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or an unfavourable attitude towards the object of interest. As applied here, this technique is used
to condense the perceptions of government officials as collected in the field work phase of this
research. In doing so, the scale created shows the extent of adherence to GG principles in SAM
policy and procedure as drawn from the views of those officials.
Strong adherence to GG principles is indicated if officials believe the practices (policy and
procedures) strongly followed the principles, and where there were guidelines and officials could
cite clear evidence for the adoption of those principles in the practice. Weak adherence indicated
where officials believed the practices (policy and procedures) only loosely followed the
principles, and the evidence they presented for the adoption of those principles is limited.
Applying the Likert scale to this research, the extent of adherence to GG principles in SAM can
be measured as follows:
With regards to the principle of accountability, interviews and document analysis showed that
process accountability, in terms of external accountability (reporting) was fully adhered to. This
is evident from various asset reports including the LKPP. In terms of internal accountability
(monitoring, supervision and control), PP No.6/2006 also acknowledged this evidence via Article
74 to 77, concerning the provision of guidance, supervision and control. Furthermore, a specific
regulation was established to support the supervision and control of the state assets; namely the
Minister of Finance Regulation No.244/2012 on Guidelines for the Supervision and Control of
State Assets. Further, a respondent from DGSAM central office responsible for SAM
implementation explained that adherence to process accountability was demonstrated by idleasset reporting. He said:
The offices in the regions now started to conduct observation [on idle assets]:
if there is an unknown asset, they will clarify [it] [to the owner]. If the
clarification was not replied, then the investigation [will be conducted]. Now
this process is running. 66 idle assets have been identified now (MoF_2).
Meanwhile, in terms of dimensional accountability, the indicator of vertical accountability (to
higher authorities) was fully adhered to. This can be seen from the mechanism in SAM where
some activities require approval from the President or the House of the People‟s Representatives.
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The horizontal accountability (to the media and public) was also fully adhered to. This can be
seen from the availability of information of SAM to the media and public. Based on this
explanation, the extent of adherence to the principle of accountability in SAM was scaled at 5
(very strong) – there were guidelines and clear evidence of the adoption of the principle in the
practice.
With regards to the principle of transparency, interviews and document analysis showed that the
indicator to the principle of transparency, in terms of information, was fully adhered to.
However, the practice of SAM failed in terms of the choice, representation and voice indicators.
Based on this explanation, the extent of adherence to the principle of transparency in SAM was
scaled at 3 (relatively strong) – there were only guidelines and clear evidence for the adoption of
the information indicator in the practice.
With regards to the principle of participation, interviews and document analysis showed the
indicator to the principle of participation in terms of constructive participation was fully adhered
to. However, in terms of voice, the practice of SAM was not adhered to. Based on this
explanation, the extent of adherence to the principle of participation in SAM was scaled at 4
(strong) – there were only guidelines and clear evidence for the adoption of the constructive
participation indicator in the practice.
With regards to the principle of rule of law, interviews and document analysis showed that the
indicators to the principle of rule of law were fully adhered to. The legal basis was seen in every
activity of SAM, which was conducted according to laws and regulations. The appropriateness
can be seen from the principle of functionality in SAM where decision-making and problemsolving were performed by the state asset user representative, the state asset user and the state
asset manager, based on their function, authority and responsibility. The equity can be seen from
the principle of values certainty in SAM where SAM supported the certainty of number and
value of assets used in order to optimise the utilisation and transfer of state assets and in drafting
reports. Based on the above explanation, the extent of adherence to the principle of rule of law in
SAM was scaled at 5 (very strong) – there were guidelines and clear evidence for the adoption of
the rule of law indicators in the practice.
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With regards to the principle of efficiency, interviews and document analysis showed that the
indicator of the principle of efficiency, in terms of efficient use of the budget, was not adhered
to. However, in terms of reaching objectives, the practice of SAM was fully adhered to. This can
be seen from the SAM practice of achieving the objectives of securing the orderly administration
and management of assets. Based on the above explanation, the extent of adherence to the
principle of efficiency in SAM was be scaled at 3 (relatively strong) – there were only guidelines
and clear evidence of the adoption of the reaching objectives indicator in the practice.
The results of the analysis of the extent of adherence to GG principles in SAM practices using
Likert scale are presented in the Table 6.3.
Table 6.3: The Scale of Adherence to GG Principles in SAM Practices
Principle

Accountability

Strong
Adherence

5

4

1

Weak
Adherence

X

Participation

Efficiency

2

X

Transparency

Rule of aw

3

X
X
X

6.4.2 The Mixed Adherence to GG Principles in SAM Practices
This study found that there was adherence to GG principles of accountability, transparency,
participation, rule of law, and efficiency in SAM practices in Indonesia. However, the extent of
adherence to each principle was mixed. In terms of the principle of accountability and the
principle of rule of law, the extent of adherence was very strong. Accountability was one of the
principles of GG that was essential in asset management. For example, a study by Ball et al.
(1999) encouraged the proactive strengthening of the level of accountability for managing public
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resources such as state assets. In Indonesia, accountability was one of the challenges recognised
in the bureaucratic reform program13. The adherence to this principle was very strong,
The rule of law was essential in asset management. For example, Levy (2007, p. 4) proposed that
one of the challenging questions for developing countries governance was to put mechanisms in
place to ensure that public resources, such as state assets, achieve their intended purpose with
little leakage or diversion. In Indonesia, laws and regulations were also one of the challenges
recognised in the bureaucratic reform program. The adherence to this principle was very strong,
Meanwhile, there was also strong adherence to the principle of participation. This adherence was
from the perspective of constructive participation. In Indonesia, the constructive participation
evidenced through the involvement of the community (private sector) in asset utilisation. The
community was involved as a lessee in asset leases, a partner in asset utilisation cooperation with
a third party (KSP), or a partner in BOTor BTO schemes.
In addition, there was relatively strong adherence to the principles of transparency and
efficiency. Transparency was also important in asset management. For example, the asset
governance perspective emphasises a focus on corporate principles to ensure transparency,
accountability, alignment to organisation strategy, and long-term focused management of assets
(see Kitchen 2006). The adherence to the principle of transparency was seen from the
perspective of information where the data of state assets be accessed by stakeholders. However,
access to the wider public is limited. This was because the availability of the data to the public
remained limited as there were few publications on data of state assets available to the public.
Also, for specific assets, such as defence assets under jurisdiction of the Ministry of Defence, the
information of those assets comes under national security jurisdiction.
Efficiency is also essential in asset management, for example, selling off public assets was one
focus for public sector reform to improve the efficiency (Hood 1991). In Indonesia, the expected
outcome of the governance reform was to adhere to a clear work system, and processes and

13

See Table 2.8 in Chapter 2 for the Bureaucratic Reform Challenge Area & Expected Outcome.
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procedures that are also effective and efficient. The adherence to the principle of efficiency was
seen from the perspective of reaching objectives where SAM practice reached those objectives
and were able to secure the orderly administration and management of state assets.
Based on above discussion, the extent of adherence to GG principles in SAM is summarised in
Table 6.4.
Table 6.4: The Extent of Adherence to GG Principles in SAM Practices
GG Principles

Adherence

Accountability

Very Strong

Transparency

Relatively Strong

Participation

Strong

Rule of Law

Very Strong

Efficiency

Relatively Strong

It was important to analyse the adherence to GG principles in SAM practices in this research
because there was a need to test how strong the link between GG and effective management of
state assets was. One way to see the link was from the asset governance perspective. This
perspective, identified earlier in the thesis (Chapter 2), holds that there been an increasing
awareness in recent years of the need to address the governance side of SAM, investigate how
organisational structure and strategies affect asset management practices, and how governance
principles can enhance asset management practices. It was important to analyse the extent that
GG principles were adhered to in SAM practices because there were challenges in implementing
GG principles. For example, the national views to GG reflect different political cultures and
institutional heritages (see Jorgensen & Sorensen 2013). This, in the context of Asia, was
problematic because of the variety of interpretations and applications of values (see Cheung &
Scott 2003). In addition, there were so many indicators of GG that made it difficult to achieve
GG (see De Vries 2013).
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Indonesian practices of SAM reform promoting GG showed that Indonesia shared the common
values of GG principles, although it has different political cultures and institutional heritages.
That is, Indonesia shares the common values of accountability, transparency, rule of law,
participation and efficiency. However, the adherence to GG principles in SAM practices was
mixed because not all indicators of GG principles were achieved. In addition, there were two
other specific principles that played an important role in Indonesian SAM: the functional and the
value certainty principles. The importance of these principles is that they support the adherence
to GG principles, especially the principle of the rule of law. For example, the appropriateness in
rule of law was seen when decision-making and problem-solving in SAM was performed by the
state asset user representative, the state asset user, and the state asset manager, based on their
function, authority and responsibility. Meanwhile, the equity in rule of law in SAM was seen
when it is supported by the certainty of number and value of assets in order to optimise the
utilisation and transfer of state assets, and also in drafting asset reports.
6.4.2 Why Adhere to GG Principles in SAM Practices?
This study found that there were three main reasons for the adherence to GG principles in SAM
practices in Indonesia. The first reason was the laws and regulations. It was formally stated in PP
No.6/2006, as the main legal basis of SAM in Indonesia, that SAM must be conducted according
to the principles of functionality, rule of law, transparency, efficiency, accountability and value
certainty (Point 1 General Explanation of PP No.6/2006). Also, there were sanctions stipulated in
PP No.6/2006 for those whose actions resulted in state losses. The sanctions were in the form of
administrative or criminal sanction (Article 82 point 2 PP No.6/2006). By focusing on laws and
regulations, the GG practices in Indonesian SAM challenged the perspective of governance by
regulation. That is, regulation is not through a Weberian hierarchical chain of command, but
rather through a process of challenge and exchange (Chhotray & Stoker 2009, p. 23). This can be
a soft form of governance where the regulated agency or organisations is not commanded to do
something but acts with autonomy, within prescribed limits, and held to account against the
achievement of certain goals or outcomes (Chhotray & Stoker 2009, p. 24). While in Indonesia
the regulation was following the Weberian perspective, the strong influence of the rule of law in
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Indonesian public administration confirmed Dressel‟s argument that Asian public administration
is becoming increasingly rule-bound (2014, p. 10).
The second reason was the meeting of two public needs (public desire and public trust). The
public desires that SAM practices adhere to GG principles because if GG was practised and good
SAM was practised, it contributes to an improved national budget, which is good for national
welfare. For example, the revenue gained from state asset utilisation can be a larger source of
revenue in the national budget. Also, the better planning of assets saves on expenditures in the
national budget. Gaining public trust is essential in asset management, and public trust is created
if there is effective governance in SAM. Hence, public support is easier to gain and maintain if
the government adheres to GG principles. This is in line with Fritzen‟s (2009) argument that
among the contextual factors affecting the governance debate are: a sense of permanent fiscal
crisis, growing citizen demand for higher quality and more responsive government services,
changes in the level of general public trust in the competencies of government and, specifically
for developing countries, the sense of disappointment in the capability of state-directed economic
and social transformation.
This condition occurred in Indonesia. The SAM reform, as part of the public financial
management reform, was derived from the financial crisis of 1998. The crisis lowered the
people‟s trust in the government‟s competency. Then, the crisis triggered the sense of
disappointment in the capability for state-directed economic and social transformation, which led
to the fall of the New Order regime. There was also growing public demand for higher quality
and more responsive government services, where problems of corruption, collusion and nepotism
(KKN) had risen. Lessons learned from the past showed that public trust was important in public
administration. If SAM practices are trusted, then the government will have a high trust from the
public because they believe that the practices are for the public welfare.
The third reason was the need for improved data on assets for the state administration to aid
decision-making. This was important, for example, in asset planning and budgeting activity. By
having a good asset data, it aids decision-making on whether to buy new assets or use existing
assets not in-use (idle assets). This practice confirmed the asset governance perspective, that
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good asset data will directly influence asset-related policy-making, decision-making, value chain
design, reporting systems, and incentives which improve the actions and behaviours of managers
and other decision-makers (See Kivits 2008). The problem of creating good asset data was
challenging. This was because creating good data means addressing five major issues in SAM:
lack of a central policy framework, fragmented management of public property assets, economic
inefficiencies associated with public property, lack of information needed for managing property
portfolios, and lack of transparency and accountability (see Kaganova et al. 2006). However, this
problem was tackled by the Indonesian government by the implementation of a specific database
system for SAM, namely the SIMAK BMN. Not only does this system function as the state asset
register, which records the number and value of the assets, but it provides managerial reports
needed in decision-making processes.
6.5

Understanding the Links between State Asset Management Reform, the Adoption of

Good Governance Practices in State Asset Management, and State Asset Management
Practices
The discussion in this section relates to main research question, “How do links between
frameworks for SAM reform and GG influence SAM practices as experienced by government
officials?”
The objective of this research was to explore the links between SAM reform, the adoption of GG
in SAM, and SAM practices in recent times in Indonesia. The relationship between SAM
reforms, the adoption of GG practices (through GG principles) in SAM, and SAM practices are
illustrated in the literature14. From the results of this study, the relationship between SAM reform
and SAM practices in Indonesia can be explained as follows. In Indonesia, an objective of the
reform was to maximise income from state assets. The income from state assets was gained
through asset transfer and better asset utilisation activity. However, the return on assets was quite
low. This differed from the Australian experience, where reform brought high return on assets.
The reason for the low return on assets in Indonesia was because there was a strict policy

14

See Figure 2.3 in Chapter 2 for the framework to understand the linkages.
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regarding asset transfer. For example, asset transfer by sale of assets was conducted only for the
optimisation of surplus or idle assets; when it was more profitable for the state if the assets were
sold; or for the implementation of laws and regulations (Article 51 point 1 PP No.6/2006). In
addition, asset utilisation was not a primary activity in SAM. Thus, the state assets were utilised
only if not used for the running of the state (Point 2h General Explanation of PP No.6/2006). In
2012, the value of state assets being transferred and contributing to the revenue in the national
budget reached Rp126.18 Billion (GoI 2013, p. 207).
In addition, the improvement in efficiency and cost-effectiveness in asset use was slow in
Indonesia. This was because the policy regarding asset planning and budgeting had not been
implemented. Through this policy, asset needs must be connected to existing assets acquired
from the previous acquisition and the current condition. Then planning is used as the basis for
future actions in order to gained efficiency and effectiveness in management of state assets
(Point 2c General Explanation of PP No.6/2006). However, as late as 2012, the policy had not
been implemented because no agreement had been reached between DGSAM and the Directorate
General of Budget-MoF on the implementation process.
In terms of the use of accounting standards, Indonesian experience was similar to New Zealand,
where reform brought the use of accrual accounting that led to improved information on assets
and up-to-date, accurate valuation (Dow et al. 2006). This information helped decision-making at
the agency and intra-agency levels. However, the use of capital charge still had its limitations on
the efficiency. In Indonesia, the implementation of accrual-based accounting also led to
improved information on assets; including, the real value of assets because of asset depreciation
policy. Thus, it improved the policy-making process on assets. For example, asset disposal was
conducted for assets without economic value. However, the capital charge policy was not
implemented in Indonesia until recently.
In terms of the framework, the Indonesian framework was different from the French framework,
where the reform moved towards a decentralised framework for public asset management, giving
more responsibilities to the lower level of government. There were challenges to this process,
such as the relocation of public resources (from central to local government; from the public to
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private sector). Also, the transfer of public properties to the private sector in the longer term
produced insufficient investment in public-interest building, constructions and equipment. In
Indonesia, the framework for SAM was very much centralised, where all state assets were owned
by the government and the government ministries and agencies were responsible for the
management of those assets. However, for regional assets, the management responsibility was
with the regional government.
Meanwhile, this study found that the relationship between the adoption of GG practices in SAM
and SAM practices in Indonesia could be explained as follows. Kivits (2008, p. 3) argued that
asset governance was more directly influenced by asset-related policy-making, decision-making,
value chain design, reporting systems, and incentives to improve the actions and behaviours of
managers and other decision-makers as they worked with an organisation‟s assets. In Indonesia,
the adoption of GG practices in SAM was clearly influencing the policy-making on state assets.
For example, the policy that all assets must be supported by a certificate of ownership was based
on the principle of the rule of law. The objective for the certification policy was to strengthen the
status of assets. The principle of the rule of law was also influencing the SAM activity. This
meant every activity in SAM must follow SAM policies and procedures. The principle of
accountability also influenced the asset reporting system as the results of the state asset inventory
and utilisation must be clearly declared in reports accessible to the public.
In addition, asset management practice, when it is transparent, accountable, aligned to
organisational strategy and has a long-term focus, will open the way for competition to be
introduced in the development, stewardship, and operation of assets (Kitchen 2006). In
Indonesia, there was evidence of some transparent and accountable practices in SAM.
Transparent practices were shown by the availability of data on assets, although the data is still
limited. Accountable practice was shown from the sound administration and management of
state assets. The SAM practices were also aligned to the strategy of the state asset manager and
the state asset user by giving them responsibilities and authorities. There was also a long-term
focus in SAM practices, for example through asset planning. However, there was no competition
in the management of state assets because the responsibility and authority to manage state assets
rested with the state asset manager and state asset user.
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Furthermore, it has been argued that by implementing a systematic and coordinated business
strategy, through which an organisation can optimally manage its assets, an organisation can
expect increased asset performance and growth (Narracott & Bristow 2001). In Indonesia, the
DGSAM in 2007 introduced a new model of managing state assets – The Roadmap for Strategic
Asset Management. This was a systematic and coordinated business strategy for managing assets.
Based on the Roadmap, there are three periods to Indonesia‟s SAM: 2007–2009 (Improvement
Period); 2010–2012 (Utilisation and Preparation Period); and 2013 onwards (focusing on
integration of budget and asset planning, SAM optimisation, state asset (land) certification, and
accrual based administration).
From the Indonesian experience of SAM reform promoting GG practices through GG principles,
it was evident that there was a strong link between SAM reform, the adoption of GG practices in
SAM, and SAM practices. That is, SAM reform and the adoption of GG practices in SAM
contributed to improvement in SAM practices. The strong link between the SAM reform, the
adoption of GG practices in SAM, and SAM practices, as discussed above, is important as it fills
the gap in the literature exploring this phenomenon. Thus, it is the main contribution of this
study.
The next chapter concludes this thesis by discussing the answers to the research questions,
summarising the key findings, presenting the key implications and contributions of this research,
and outlining limitations as well as directions for future research.
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CHAPTER 7:
CONCLUSION

7.1

Introduction

This thesis explores the understanding of state asset management (SAM) reform and prescribed
good governance (GG) practices from the perspectives of government officials working with
policy and procedures within the national bureaucracy. This is based on research to understand
contemporary SAM reform, the extent to which SAM reforms were seen to work, and GG
practices in SAM, using experiences in Indonesian national government as the case study. The
focus of the study is the links between the reform of SAM, the adoption of GG practices, and
SAM practices. The key finding in this study, based on the thoughts and practices of government
officials, is that there is a strong link between SAM reform, the adoption of GG practices in
SAM, and SAM practices. The findings of this study have important implications for knowledge,
and policy and practice, and make a significant contribution to the study and practice of public
sector management (PSM) reform in the area of SAM. The discussion in this chapter is divided
in five main sections. After the introduction, Section 2 discusses the answers to research
questions. Then Section 3 discusses the summary of key findings. Section 4 discusses research
implications and contributions. Finally, Section 5 discusses research limitations and directions
for future research.
7.2

Answers to Research Questions

This section discusses the significance of the results from the field work and the implications of
these results. In doing so, the discussion of those results provides answers to the main research
question of “How do links between frameworks for state asset management reform and
good governance influence state asset management practices as experienced by government
officials?”
The overall finding of this research is that the links between SAM reform, the adoption of GG
practices in SAM, and SAM practices is they are strongly related in terms of the thoughts and
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practices of government officials. For example, the adoption of GG practices in SAM is clearly
influencing the policy-making on state assets. The policy that all assets must be supported by a
certificate of ownership is based on the principle of rule of law. The objective of this policy is to
strengthen the ownership status of assets, which was a problem in the past. Therefore, at least in
the minds of officials working on SAM, by implementing SAM reform and adopting GG
practices (through GG principles), the Indonesian government improved SAM practices.
However, significant challenges remain to be addressed in SAM. Why this might be so is
explored in responding to the sub-questions examined in this study.
The first sub-question was: “How has contemporary SAM reform implemented in Indonesia?”
To address this question, the exploration of the nature of SAM reform and its impacts on
practices was conducted. This study found that the nature of SAM reform in Indonesia was that it
promoted management as a dominant value and pursued a range of activities in SAM, from
planning and budgeting, to monitoring and control; and the management, as a dominant value,
focuses on both results and outputs, and process and input. However, SAM remains a public
sector activity where there retains a centralised, hierarchical and bureaucratic means of control.
This suggests that both New Public Management (NPM) and Traditional Public Administration
(TPA) values are influencing the implementation of SAM reform in Indonesia, and this appears
to be different from other countries where NPM values are strongly promoted.
The impact of the reform is that it improved SAM practices, for example, by addressing the
challenges of reform recognised in some advanced reformers. However, while in law the reform
was successful in improving SAM practices, there was a gap in the practice between the intent of
change and the reality. This was seen from the reform practice that addressed SAM issues related
to the relationship between accounting reform and asset management reform, the separation of
ownership from management, and the information system. For example, the implementation of
SIMAK BMN answered some of the questions related to information systems in SAM reform,
but other questions, like, “Does it incorporate physical conditions, tenants and use, and financial
data on a property-by-property basis?”, remain unanswered because of the low motivation
among some government officials to effectively manage a large number and wide variety of
assets.
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The second sub-question was: “To what extent are SAM reforms seen to work?” To address this
question, the success of reform and the challenges of reform were investigated. This study found
that the reform has successful in improving asset administration, asset reporting and asset
utilisation as the major concerns of SAM practices prior to reform. There were two reasons
behind the successful reform: a strong focus on laws and regulations, organisation, and processes
and procedures; and a strong commitment from all parties involved in SAM to improve SAM
practices. However, there were three challenges facing the Indonesian government: institutional,
managerial and cultural challenges. These challenges confirmed the organisational change
perspective (institutionalist approach) that there is tension between a rational view of change and
the institutional view of organisational change in Indonesian SAM reform. Thus, the challenge of
institutional and cultural change posed three questions for Indonesia: (1) Who is the principal
and who is the agent and, most importantly, who should be the state asset manager?; (2) Do the
state asset manager and the state asset users have different goals in SAM; and (3) What
accountability mechanism is applied? The implication of this finding was that it confirmed the
common problem found in the principal-agent relationship and poses challenges for ongoing
successful management of state assets in Indonesia.
The third sub-question was: “How is good governance practised in state asset management?” To
address this question, the adherence to GG principles in SAM were explored, the extent of
adherence to GG principles in SAM was analysed, and the reasons for such adherence or nonadherence was investigated. This study found that there was adherence to GG principles of
accountability, transparency, participation, rule of law and efficiency in SAM practices in
Indonesia. This implies that, although there are challenges in implementing GG practices
(through GG principles), those principles were adhered to in SAM practices. However, the extent
of adherence to each principle was mixed. There was a very strong adherence towards the
principles of accountability and the rule of law. In addition, there was a strong adherence
towards the principle of participation. Furthermore, there was a relatively strong adherence
towards the principles of transparency and efficiency. This confirmed the view that there were so
many indicators of GG that made it difficult to achieve GG.
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There were three main reasons for the adherence to GG principles in SAM practices in
Indonesia: the laws and regulations, the public needs (public desires and public trust), and the
need for good data on assets for the state administration to aid decision-making. Implications of
this finding include that, by focusing on laws and regulations, governance in SAM in Indonesia
challenges the perspective of governance by regulation, promoted by some scholars, that
regulation in governance theory was not through a Weberian hierarchical chain of command, but
rather through a process of challenge and exchange.
7.3

Summary of Key Findings

There are three key findings of this research. Firstly, by promoting both NPM and TPA values,
contemporary SAM reform has improved the conditions of SAM in Indonesia. The reform
process introduces the application of market principles and values in the business of government
derived from NPM. For example, asset utilisation in the form of utilisation cooperation with a
third party is conducted to optimise the asset performance and asset result, and improve state
revenue. Therefore, a market approach is used to determine the value of assets for utilisation.
However, there is still a dominant role for state‟s bureaucracy in SAM. This is represented by
SAM officials who have the roles of state asset manager (DGSAM-MoF); state asset user
(ministry and agency); and state asset user representative (office or task force within ministry
and agency). By strengthening the role of bureaucracy in SAM, accountability can be increased.
Secondly, the reform of SAM and the adoption of GG practices in SAM contributed to improved
SAM practices. For the past decade, Indonesia has been experiencing major reform in SAM.
This reform is an integral part of public financial management (PFM) reform and the broader
PSM reform. While the success of PSM reform has been a debatable issue for scholars of public
administration, based on its mixed results, Indonesian SAM reform promoting GG practices
shows it improved SAM practices. These improvements were seen from the perspective of asset
administration, asset reporting and asset utilisation. There are two major reasons behind the
successful reform: a strong focus on laws and regulations, organisation, and processes and
procedures, and a strong commitment from all parties involved in SAM to improve SAM
practices.
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Thirdly, the success of reform was affected by institutional, managerial, and cultural challenges.
These challenges can be understood using an organisational change perspective (institutionalist
approach), that is, the tension between the rational view and institutional view of organisational
change affecting the reform efforts. From an institutionalist approach, the organisational change
due to reform is not simply a by-product of sound planning and execution within the
organisation, but it needs to address pressures from other organisations, as well as social,
governmental, legal and cultural pressures. In Indonesia, these pressures are evident and need to
be addressed. Using the principle agent framework, there are three main issues related to
organisational change in Indonesia: who the principal is and who the agent is; if the state asset
manager has different goals from the state asset users; and what accountability mechanisms
should be applied.
7.4

Research Implications and Contributions

7.4.1 Implications of this Research
The findings in this study have important implications for knowledge, and policy and practice in
PSM. The implications for knowledge can be seen from the understanding of the linkages
between the reform of SAM, the adoption of GG practices in SAM, and SAM practices. From
the literature, it was evident that SAM reform improved SAM practices, as happened in SAM
pioneer countries such as Australia and New Zealand. It was also evident that the GG practices
in SAM improved SAM practices as promoted by asset governance theory. The findings of this
study add another dimension to this knowledge because it found there is a strong link between
the reforms of SAM, the adoption of GG practices in SAM, and SAM practices: the reforms of
SAM and the adoption of GG practices in SAM contributed to improvements in SAM practices.
Therefore, to improve similar practices elsewhere, the reforms of SAM should be aligned with
the adoption of GG practices in SAM.
The implications for policy and practice can be seen from the reform processes and practices in
Indonesia. In terms of policy, the basic policy outline in Indonesia is that state assets are used to
support the performance of the main tasks and functions of government ministries and agencies.
The consequence of this policy for state assets not in-use (idle assets) or “surplus property” must
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be: use by other government institution, utilised, or be transfer to another party. With this policy,
all assets are being used effectively and efficiently. Therefore, asset management policy should
favour an effective and efficient use of assets. In terms of practice, the reforms of SAM in
Indonesia strengthen the central leadership role in the national government. While this practice
differs from practices in SAM reformers, such as Australia and New Zealand, Indonesian
practice showed it improved SAM practices where there was better asset administration, asset
reporting, and asset utilisation. Therefore, asset management practice should consider the
national perspective.
7.4 2. Contribution of this Research
7.4.2.1 Contribution to Knowledge

This study makes three significant contributions to knowledge. Firstly, the findings from this
research make a contribution to the academic understanding of GG practices and SAM in
developing countries at the national level of government. While in country-based research the
majority of studies on SAM reform and GG practices were conducted in developed countries,
studies conducted on developing countries were limited. Also from issue-based research, studies
focusing on SAM reform and GG practices at the national level of government were limited.
Further, the focus of those studies was not on the links between SAM reform and GG practices.
So, this research has made a significant contribution by exploring a phenomenon that has not
been explored in depth before, by examining the links between SAM reform, the adoption of GG
practices in SAM, and SAM practices.
Secondly, this study contributes to existing debates on governance theory through the expansion
of its application to SAM and GG. For example, there are challenges in implementing GG
principles. Because SAM reform in Indonesia has adopted GG practices through GG principles,
the study adds to the existing knowledge on the adherence to GG principles in SAM, in
particular, the extent of adherence and the reason for adherence and non-adherence. This study
also adds to the body of existing literature that has discussed SAM and GG using the asset
governance perspective. That is, governance influences asset-relating policy-making and

179
decision-making of assets. For example, asset planning policy was influenced by the principle of
efficiency.
Thirdly, this study contributes to the existing debates on organisational change theory through
the exploration of the challenges to reform. From the literature, the tension between the rational
and institutional views of organisational change (institutionalist approach) has been discussed.
Indonesian practice confirmed that reform focusing on laws and regulations, organisation, and
processes and procedures (rational view) was also affected by other pressures (institutional
view): organisational, governmental and legal, and cultural pressures. Although these pressures
are seen as the challenges to reform efforts, the reform, in general, has been successful.
7.4.2.2 Contribution to Policy and Practice

The findings from this research make significant contributions to policy and practice. In terms of
policy, Indonesian practice of SAM was based on the policy that all assets must be used to
support the main tasks and functions of government institutions. Hence, all assets not in-use must
be handed over to the state asset manager (DGSAM-MoF) for further actions. This showed that
SAM practices were influenced by the basic policy outline for SAM. In terms of practice, there
are two contributions of this study. Firstly, this study provides a deeper insight into how SAM
practitioners can improve reform efforts. This is done through understanding the extent to which
SAM reforms were seen to work (the success of reform and the challenges of reform). For
example, by understanding the challenge of reform, SAM practitioners can address these
challenges to improved reform efforts. In addition, specifically for Indonesia, the experience and
focus on SAM practices in advanced SAM reformers, such as Australia and New Zealand,
provides an insight for SAM practitioners. Knowledge of better practices in SAM can enhance
SAM practices in Indonesia.
Secondly, this study has provided a mechanism to analyse the GG practices in SAM, specifically
the adherence to GG principles in SAM and the reason for adherence or non-adherence. By
analysing the extent of adherence to GG principles in SAM practices (policies and procedures),
the results of analysis help those working in SAM in Indonesia (policy-makers and practitioners)
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to further improve policy and procedure in SAM and to better adhere to GG principles. A better
adherence to GG principles means better efforts towards achieving the objectives of SAM reform
in Indonesia.
7.5

Research Limitations and Direction for Future Research

This study has two limitations. The first limitation of this study was the focus on SAM and GG
practices in a particular ministry within the Indonesian national government, the Ministry of
Public Works (MoPW). With 89 ministries and agencies within the Indonesian national
government, this sample of agencies included in this research might be considered too small.
However, the purpose and scope of this study was to gain a deeper understanding of SAM
reform from the perspectives of research participants, especially their views and perceptions on
the impacts of reform promoting GG practices towards improvements in SAM practices. In
addition, there were strong reasons for selecting those agencies to participate in this research,
including their involvement in the monetary value of assets, the scope of assets, and the
experience of change in managing assets. That this research was limited to a very small number
of agencies offers opportunity for future research to further explore the understanding of SAM
reform and GG practices in SAM from the perspectives of government officials working with
other ministries‟ assets. Thus, extending this research approach would enable further in-depth
observation and the potential for greater generalisability of findings.
The second limitation of this study was the time frame of the study. The field work to collect the
data was conducted between late August 2013 and the early part of November 2013. Thus, the
majority of published documents available at that time were from before 2013. Therefore, the
practice of SAM explored in this study was limited to the period up until the end of 2012. When
the field work took place, the main regulation for SAM was Government Regulation No.6/2006
and it is recognised that many of the factors discussed in this study was correct at the time of the
study only. After the field work was conducted, the conditions of SAM have continued to
develop. For example, in 2014, Government Regulation No.6/2006 was replaced by Government
Regulation No.27/2014. The new regulation brought changes in the SAM cycle, authority and
responsibility in SAM, asset usage, idle assets, asset utilisation, asset valuation, asset transfer,
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asset disposal, asset administration, asset capital charge, and intangible asset management
(Christine n.d., pp. 3–6). Therefore, another area for future research is to explore SAM reform
and GG practices in SAM based on PP No.27/2014.
7.6

Conclusion

This research demonstrates that the views and experiences of government officials responsible
for SAM are valuable in exploring contemporary SAM reform in Indonesia. In particular, such
views provide an important means to understand the extent to which SAM reforms were seen to
work and to understand how GG is practised in SAM in the context of public sector management
reform. Such experience sheds light on the success of reform and the links between SAM reform
and GG practices. This thesis makes a significant contribution to both knowledge and policy and
practice and opens possibilities to improve public sector management in the area of state asset
management in Indonesia.
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Appendix 1: Unstructured Interview Questions

Introduction

The link between the interview questions and the research questions is as follow:
The sub-research question (1) is explored by interview question “Can you explain the nature of
SAM reform in Indonesia (background and rationale, objectives, and implementation program)?”
The sub-research question (2) is explored by interview question “Do you think the reform in
SAM is successful (what are the achievements)?” & “What is your opinion regarding the
challenges to successful implementation of the reform program?” The sub-research question (3)
is explored by interview question “What principles of GG are practised in SAM?” & “Do you
think the current practice of SAM have adhered to GG principles?”
Interview Questions for Higher Level Official
No.

Research Questions (initial)

Interview Questions

1.

To what extent are good
governance principles being
adhered to in state asset
management
policy
and
procedure?

3

Can you explain the nature of state asset management reform in
Indonesia (background and rationale, objectives, and implementation
program)?

4

Do you think the reform in state asset management is successful (what
are the achievements)?

5

What is your opinion regarding the challenges to successful
implementation of the reform program?

6

Among the principles of good governance, what principles are applicable
to state asset management practices?

7

How to implement good governance practice in state asset management?
Is it by policies and procedures?

8

Do you think the current practice of SAM have adhered to good
governance principles?
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9

In your opinion, what is the degree of adherence to good governance in
the current practice of state asset management? Is it strong or weak?

10 Do you think by the reform in state asset management and the adoption
of good governance practice can improve state asset management
practice? How?

2.

If good governance principles
are not adhered then why not
adhered. If adhered, then what
factors led the Indonesian
government to adhere to the
good governance?

1

Do you think good governance practices are needed in state asset
management?

2

Can you explain what factors led the Indonesian government to adhere to
good governance principles in state asset management practices?

3

What is your opinion about the challenges to adherence to good
governance principles in state asset management?

Interview Questions for Middle & Lower Level Official
No.

Research Questions (initial)

Interview Questions

1.

To what extent are good
governance principles being
adhered to in state asset
management
policy
and
procedure?

1

What do you know about good governance (practices, principles)?

2

Do you think good governance practices are needed in state asset
management? Why?

3

What do you know about the implementation of good governance in state
asset management?

4

What principles of good governance are practised in state asset
management?

5

Can you describe an example of good governance practice in state asset
management?
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2.

If good governance principles
are not adhered then why not
adhered. If adhered, then what
factors led the Indonesian
government to adhere to the
good governance?

6

In your opinion, what is the degree of adherence to good governance in
the current practice of state asset management? Is it strong or weak?

1

If the adherence to good governance principles in state asset management
practices is strong, what do you think the reasons for this?

2

If the adherence to good governance principles in state asset management
practices is weak, what do you think the reasons for this?
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Appendix 2: The Organisational Structure of DGSAM

Directorate
General of SAM

Secretariat of
DGSAM

Directorate
of State
Assets

Directorate of
Separated
State Assets

Special Advisor
on Optimising
State Asset

Directorate of
State Claims &
Other State
Assets

Special Advisor
on
Harmonising
Policy

Directorate of
State Asset
Management &
Information
System

Directorate of
Valuation

Special Advisor
on State
Asset’s
Restructuring,
Revitalis n &
Effectiveness
Source: DGSAM-MoF

Directorate of
Auction

Regional Offices

Service Offices

Directorate of
Legal & Public
Relation
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Appendix 3: The Respondent Demographics
Code

Position

Office

Sex

MoF_1

Higher Level Official

Central Office

M

MoF_2

Higher Level Official

Central Office

M

MoF_3

Higher Level Official

Regional Office

F

MoF_4

Higher Level Official

Central Office

M

MoF_5

Middle Level Official

Central Office

M

MoF_6

Middle Level Official

Central Office

F

MoF_7

Middle Level Official

Central Office

M

MoF_8

Higher Level Official

Central Office

F

MoF_9

Higher Level Official

Central Office

F

MoF_10

Middle Level Official

Service Office

M

MoF_11

Middle Level Official

Regional Office

F

MoF_12

Lower Level Official

Regional Office

F

MoF_13

Middle Level Official

Service Office

M

MoF_14

Middle Level Official

Central Office

M

MoF_15

Lower Level Official

Central Office

F

MoF_16

Middle Level Official

Central Office

M

MoF_17

Lower Level Official

Regional Office

F

MoF_18

Middle Level Official

Central Office

M

MoF_19

Lower Level Official

Service Office

M

MoF_20

Middle Level Official

Central Office

M

MoF_21

Lower Level Official

Service Office

M

MoPW_1

Higher Level Official

Central Office

M
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MoPW_2

Middle Level Official

Central Office

M

MoPW_3

Middle Level Official

Central Office

M

MoPW_4

Lower Level Official

Central Office

M
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Appendix 4: Themes from Data Collection
Introduction

The link between the interview questions, the sub-research questions, and themes for analysis is as follows:
The sub-research question (1) is explored by the interview question “Can you explain the nature of SAM reform in Indonesia (background
and rationale, objectives, and implementation program)?” The sub-research question (2) is explored by the interview question “Do you
think the reform in SAM is successful (what are the achievements)?” and “What is your opinion regarding the challenges to successful
implementation of the reform program?” The sub-research question (3) is explored by the interview question “What principles of GG are
practised in SAM?” & “Do you think the current practice of SAM have adhered to GG principles?” Then, the thematic analysis was
conducted using the themes emerging from the literature and data collection.
The Themes

Description
Theme 1

Nature of reform

This theme is to explore the story of SAM reform in
Indonesia: background, rationale, process, practices.

Code

Respondent

MoF_1, MoF_2, MoF_3, MoF_4, MoPW_4

MoF = Ministry of Finance official.
MoPW = Ministry of Public Works
officials.

The number does not have any
meaning, only to identify the
participant.
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Theme 2

Reform impacts

MoF_10

This theme is to explore the impacts of reform
towards SAM practices.
Theme 3

Success of reform

MoF_1, MoF_2, MoF_3, MoF_10, MoF_11, MoPW_1,
MoPW_3, MoPW_4

This theme is to explore the respondents‟
perceptions of what consider to be “success” in the
reform.
Theme 4

Challenges to reform

MoF_1, MoF_2, MoF_3, MoF_9, MoF_10, MoF_12,
MoF_13, MoF_17, MoF_19, MoF_21, MoPW_1,
MoPW_3, MoPW_4

This theme is to explore the respondents‟
perceptions on challenges of reform that had effects
on reform efforts.
Theme 5

Adherence to GG principles

MoF_1, MoF_2, MoF_4, MoF_6, MoF_7, MoF_8,
MoF_15, MoF_16, MoF_20, MoPW_1, MoPW_2,
MoPW_3, MoPW_4

This theme is to explore the respondents‟
perceptions of the adherence to GG principles in
SAM policy and procedure.
Theme 6

Reason for adherence or non-adherence to GG
principles
This theme is to explore the respondents‟
perceptions on the reason for adherence or nonadherence to GG principles in SAM policy and
procedure.

MoF_1, MoF_4, MoF_5, MoF_8, MoF_14, MoF_18,
MoPW_1, MoPW_2, MoPW_4
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Appendix 6: Participation Information Form

Participant Information Form
Project Title
An Evaluation of the Good Governance Practices in State Asset Management in the Context of
Public Sector Reform – A Case from Indonesia
Researcher
Name:
Course:
Faculty:

Neil Prayoga
Professional Doctorate in Public Administration
Business, Government & Law, University of Canberra

Project Aim
The broad aim of this research is to understand the nature of state asset management reform in
Indonesia and its impact on state asset management practices. In addition, the specific aim of the
research is to evaluate the good governance practices in state asset management as experienced
in policies and procedures. Furthermore, the objective of the research is to study the linkage
between the reform of state asset management, the adoption of good governance practices, and
state asset management practices.
Benefits of the Project
This research is beneficial because it will contribute to knowledge and practice in the area of
state asset management, particularly in Indonesia which is recognized by Cheung and Scott
(2003, p. 2) as a country experiencing rapid change. In terms of knowledge, the findings of the
research will add to understanding of the nature of state asset management reform and its impact
on state asset management practices. In addition, the research will add to knowledge ofthe
recommended good governance practices that are expected to be followed in state asset
management practice. This research also offers the opportunity to examine the extent of
adherence to good governance principles in state asset management.
In terms of practice, the findings of the research will provide insight for public sector managers
in Indonesia into the extent of good governance principles adherence in the current state asset
management policies and procedures. Such insights based on the proposed research will help
those working in state asset management in Indonesia to further improve policy and procedure in
state asset management and to better adhere to good governance principles.
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General Outline of the Project
The approach for the research is qualitative with a single case study becomes the research
strategy. Three data collection methods will be used to collect information: interviews, document
analysis and observation. The interviews will be conducted to gain information regarding the
extent of adherence to good governance principles in state asset management policy and
procedure and the reason for adherence or non-adherence to those principles. As many as 25
participants will be involved in the interviews. The interviewees will be asked some general
questions which they can answer freely. Based on their answers, additional questioned can be
asked. All information provided by the interviewees will be tape-recorded using digital
recording. After being collected, all data will be analysed using following procedure:
1. The information will be transcribed and then NVivo analysis software will be used to
undergo a pre-analysis with coding system;
2. Thematic analysis will be performed to analyse the data. This approach uses underlying
themes for discerned materials which are being analysed.
The document analysis will be conducted to address the research question of the recommended
good governance practices that are expected to be followed (standard practices) in state asset
management. In addition, document analysis also will be conducted to confirm the views and
perspectives rose from the interviews regarding the adherence to good governance principles in
state asset management. Documents from internal DGSAM and MoPW such as annual reports
and performance reports and also from external DGSAM and MoPW such as the Supreme Audit
Board (Badan Pemeriksa Keuangan or BPK) audit reports and media reports (magazines and
newspapers) will be analysed. Furthermore, direct observation will be conducted to support the
interviews and document analysis. By observing the current practice of state asset management,
it will help to address the research questions,in particular, the extent of adherence to good
governance principles in the practice of state asset management.
The research is a part of the study at University of Canberra; and the result of the study will be
presented through the researcher‟s thesis.
Participant Involvement
The participants of this research will be involved in the interviews. They will provide
information based on their perspective and experience regarding the good governance practice in
state asset management. The participants will be asked to answer and discuss a number of
questions. The interview will be recorded and transcribed for analysis.
The participants‟ involvement is voluntary and they may withdraw at any time without providing
an explanation or may refuse to answer questions without any consequences. An informed
consent form for participants‟ approval will be provided by the researcher. There is no risk or
hazard that may arise from this research.
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Confidentially
The confidentiality of the interviewswill be guaranteed by the researcher. No one will have
access to the information obtained from the interviews, other than the researcher and his
supervisors. The report from this research will be in aggregate form and individual identification
will not be revealed.

Anonymity
The information collected from the participants will be non-identifiable. The interviews will be
transcribed. The transcripts will not contain the participants‟ identifications. Any document
linking to the identity to the participants will be treated confidentially and will not be stored with
the recording and transcript. When quoting is used in the report, nothing in the quote can identify
the participant.
Data Storage
The information will be stored in the form of recording and field notes. The recording will be
transcribed into computer file and printed in the paper form. The electronic information will be
stored in the researcher‟s personal computer. The computer is password-protected and only the
researcher can access to it. The recording,notes, and any printed materials will be stored under
locked and secure filling cabinets both during fieldwork in Indonesia and at University of
Canberra. All data will be stored at University of Canberra for five years. After the degree is
completed, all data will be destroyed.
Ethic Committee Clearance
This research has been approved by the University of Canberra Ethics Committee in Human
Research (approval number HREC 13-130).
Queries and Concerns
Questions about the research can be forwarded to the following contact details:
Neil Prayoga
Faculty of Business, Government& Law
University of Canberra, ACT-2601, Australia
Telp : + 61 2 6201 5649
Fax
: + 61 2 6201 5238
Email : Neil.Prayoga@canberra.edu.au
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Appendix 7: Letter to Participants

Dear Participants,
Re: Invitation to Participate in the Research
I am writing this letter to invite you to participate in the research that I am conducting. My name
is Neil Prayoga, Professional Doctorate in Public Administration student at the Faculty of
Business, Government & Law, University of Canberra, Australia. My research title is “An
Evaluation of the Good Governance Practices in State Asset Management in the Context of
Public Sector Reform – A Case from Indonesia”. The broad aim of this research is to understand
the nature of state asset management reform in Indonesia and its impact on state asset
management practices. In addition, the specific aim of the research is to evaluate the good
governance practices in state asset management as experienced in policies and procedures.
I would like to invite you to participate in this research. You will be involved in an interview to
provide information regarding the good governance practices in state asset management. You
will be asked to answer and discuss a number of questions. The interview will last for
approximately one hour.
Your participation is voluntary and you may withdraw at any time during the interview without
providing an explanation, or you may refuse to answer questions without any consequences. I
will provide you with an informed consent form for your approval. I would like to ask your
agreement to record the interview.
I guarantee that the interview will be extremely confidential and your anonymity is maintained.
No one will have access to the information except me and my supervisors. Any report from this
research will be in aggregate form and your identification will not be revealed.If you would like
to have a report of this research, please write down your name and address in the informed
consent form which will be given in the interview and the report will be sent to you.
For your information, this research has been approved by the University of Canberra Ethics
Committee in Human Research. If you have any questions about the research, please contact me
through the contact details below.
Thank you for your attention and cooperation.
Kind regards,
Neil Prayoga
Faculty of Business, Government& Law
University of Canberra
ACT-2601, Australia
Tel. +61 2 6201 5649
Email:Neil.Prayoga@canberra.edu.au
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Appendix 8: Informed Consent Form

Informed Consent Form
Project Title
An Evaluation of the Good Governance Practices in State Asset Management in the Context of
Public Sector Reform – A Case from Indonesia
Consent Statement
I have read and understood the information about the research. I am not aware of any condition
that would prevent my participation, and I agree to participate in this project. I have had the
opportunity to ask questions about my participation in this research. All questions I have asked
have been answered to my satisfaction.
Name

:

Signature

:

Date

:

Please forward a summary of the research when published to my mailing address below:
Name

:

Address

:

