In-depth Interview – Ministry of Home Affairs (Kemendagri)
English Translation
Page 1
[Speaker 2]
So, actually, since, well, since the scheduling is something that has to be arranged, if there is a particular date that needs to be set, we can be quite flexible and follow your availability.
Mr. Zainal, may I ask whether we are still waiting for anyone else, or can we start?
I think we can start, Sir.
Okay, great.
[Speaker 1]
There are only four of us.
[Speaker 2]
Yes, Sir. Since the interview is only with the two of us. The other person is in the Jankes/Perumkum group, but is using an administrator account, Sir, so they will just listen in.
[Speaker 1]
The thing is, we only received the instructions about this meeting a few minutes ago.
Okay, okay. We will monitor it as well, Sir.
[Speaker 2]
Okay, sure. Please go ahead.
Sir, we may record this, if that's okay.
Yes.
Sir, the two of us are from the Ministry of Health.
We are currently working as consultants in the area of equity.
Our focus is essentially on ensuring how the health system can improve equality and welfare, not only in health facilities in urban areas, but also in remote and very remote areas.
As a little context, Mr. Zainal may already know that the Ministry of Health currently has a project with the Multilateral Development Banks.
It concerns health-system strengthening, commonly known as IHSS — Indonesia Health System Strengthening.
There are three projects within it.
There is the SIREN project for hospitals, SOPI for community health centers, and, lastly, IMPULSE for public health laboratories.
Within these projects, our focus is essentially on providing medical equipment.
However, in order to receive the medical equipment, health facilities also need to meet infrastructure and facility requirements, one of the funding sources for which is Physical DAK.
Recently, we conducted an initial analysis.
We tried to map the absorption of Physical DAK, and it turned out that absorption was relatively low in a number of regions.
Based on that, we are conducting a more in-depth study together with local governments, ministries, and relevant cross-sectoral stakeholders regarding the barriers and supporting factors affecting access to Physical DAK.
We have interviewed several Health Offices and local governments, as well as Bappenas, Bappeda, and regional BPKADs.
We also recently completed FGDs with the Ministry of Finance and Bappenas.
For today's session, we would like to obtain the perspective of the Ministry of Home Affairs, particularly Mr. Zainal's perspective, on the barriers to accessing Physical DAK.
We expect to disseminate this study around December.
All interview recordings will later be transcribed and anonymized.
We hope that you can provide sufficiently transparent information because access to the recordings will be very limited, and your confidentiality will be protected.
Mr. Zainal, is there anything you would like to ask before we start?
You are still muted, Sir.
[Speaker 3]
Sir, you are still muted.
[Speaker 1]
Okay, thank you.
I was only reminded by my staff a few minutes ago about this meeting.
I haven't had much time to prepare, but based on Mr. Stanley's explanation, I understand that the question is primarily about the barriers to Physical DAK at the regional level.
All right.
Bismillahirrahmanirrahim.
Assalamu'alaikum warahmatullahi wabarakatuh.
Good morning, everyone.
My name is Zainal Ahmad, Head of the Subdirectorate for Facilitation and Special Allocation at the Directorate General of Regional Development, Ministry of Home Affairs.
I'm sorry, Mr. Stanley. I only caught part of the question earlier regarding what the barriers to Physical DAK are.
So, we are discussing Physical DAK only, correct?
Because there is also Non-Physical DAK.
Under Law No. 1 of 2022 concerning Financial Relations between the Central Government and Regional Governments, there is also another type called Grant DAK.
For short-term implementation, perhaps we will focus more on Physical and Non-Physical DAK.
Grant DAK is also being implemented, but, for example, for the MRT in Jakarta.
All right.
Regarding supporting factors for obtaining Physical DAK allocations and the barriers, I have two points that I would like to discuss.
The first concerns the barriers.
To be honest, Mr. Stanley, around two or three days ago, on October 29, 2025, we also had a discussion with colleagues from the Directorate General of Village Government Development.
It turned out that for Physical DAK, for example for schools — elementary schools, junior high schools, and senior high schools — as well as hospitals and community health centers in the regions, there are cases where construction locations are on TKD, or Village Treasury Land.
Based on information from colleagues at the Directorate General of Village Government Development, this issue was triggered by a letter from the Governor of West Java concerning the status of hospitals and schools funded through DAK that were built on Village Treasury Land.
Of course, this needs to be addressed by the government, particularly by the Ministry of Home Affairs, so that there is clarity regarding the status of Village Treasury Land on which school and hospital facilities have been constructed.
The question is whether the land should be transferred or granted to the local government, or whether it should retain its status as Village Treasury Land.
For this matter, we have only had one meeting with the Ministry of Finance regarding the follow-up to the Governor's letter.
Clearly, if this issue occurs elsewhere, other local governments may also send letters to the government — to us — asking for clarification.
For the implementation of Physical DAK, based on the information we currently have, the responsible ministries/agencies have not yet incorporated this issue into the technical guidelines (Juknis) that they are required to establish.
I think this needs to be addressed by all of us.
We need to avoid a situation where adding this requirement to the Juknis creates further delays in the preparation of the Juknis and subsequently delays the implementation of DAK activities in the regions.
So, if the Juknis require clarification regarding the status of land on which government facilities such as schools, hospitals, or community health centers will be built, this could potentially become an obstacle to Physical DAK implementation.
That is perhaps one point to note.
It may not necessarily be a barrier yet, but it is an issue we need to note for the smooth implementation of these activities.
That is our current observation.
Another issue concerns Physical DAK implementation in the regions, based on the monitoring and evaluation activities that we conduct.
Let me start with the local government side.
One issue is a lack of commitment by local governments to comply with the requirements for submitting disbursement documents through the system.
The Ministry of Finance has established very specific deadlines for submitting these documents, including the date, day, hour, minute, and even second.
If a local government is late in posting the required disbursement documents, there is a risk that the disbursement will be postponed or cancelled.
This means that the costs of activities that were supposed to be financed through DAK may ultimately have to be borne by the local government because it submitted the documents late.
So there is an issue of commitment on the part of local governments.
Based on our experience in 2024, several local governments had their budget disbursements postponed and, in some cases, cancelled.
Another issue at the local level is the frequent transfer or rotation of local government personnel by regional heads.
When personnel are changed too frequently, implementation becomes difficult because different people are continuously taking over the responsibilities.
As a result, there is no complete understanding of the substance of the implementation process among the newly assigned personnel, even though the previous personnel may already have received training or technical guidance from us concerning DAK implementation.
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However, because regional heads frequently change personnel, implementation can become disrupted.
The third issue at the local level — after commitment to comply with the document-submission stages and personnel rotation — is the existence of organizational silos.
By organizational silos, I mean situations where responsibility for DAK-funded activities is divided among different units.
For example, the Education Office may be responsible for constructing a school.
Then there is BPKAD, the Regional Financial Management Agency, which functions as the Regional General Treasurer.
There is also Bappeda, the regional planning institution.
And there is the Inspectorate.
The Inspectorate has an obligation to review documents as APIP, the Government Internal Supervisory Apparatus.
As APIP, it has to review the administrative documents that must be completed by the units responsible for activities, as well as the planning and financial documentation.
When the APIP review is delayed, this inevitably delays the submission of the required documents to Jakarta for disbursement.
However, what we often hear from the Inspectorate is not that they were late in conducting the APIP review.
Rather, the relevant units were late in submitting the documents to them.
So what can we review if the documents are not available?
This has become a point of discussion in the regions.
We tell them that there should not be organizational silos.
We need to act under the common banner of the local government entity.
If different units do not cooperate and instead obstruct one another, the local government ultimately becomes the one that suffers.
If the submission is late, then it is simply too late.
Fortunately, the Ministry of Finance sometimes extends the deadline for submitting disbursement documents through a Ministry of Finance Decree (KMK).
We have experienced this before.
For example, if the deadline is extended by nine days or another number of working days, local governments can make adjustments and complete their submissions.
But if the deadline has already been extended and the local government still cannot comply, then the funds will no longer be available.
As part of our efforts to provide guidance and supervision to local governments, our first step is to help coordinate with the Ministry of Finance to provide assistance.
But if it is already impossible to do anything — for example, when the system has already been closed because the documents were submitted late — then it becomes the responsibility of the local government.
The contracts may already have been executed.
They cannot simply cancel the contracts, and therefore the responsibility ultimately rests with the local government.
Another issue we have identified is delays in the procurement of goods and services.
Actually, this is a situation that occurs year after year.
Why are there delays?
Local governments generally begin the procurement process after the Regional Budget Regulation (Perda APBD) has been established.
This is normally done by December 31 of the preceding year.
Therefore, procurement should begin on January 1 or January 2.
But in reality, some local governments are late.
Some only establish their regional budget regulation at the end of January.
There are even some that do not establish it until April.
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Local governments are reluctant to begin procurement processes if the regional budget regulation has not yet been established.
Even when the regulation is established on time, the process often gets delayed.
There is actually a policy mechanism that we have introduced to anticipate this problem.
It is based on a memorandum of understanding between the Minister of Home Affairs and LKPP.
This allows local governments to conduct an early tender process.
The process can even begin after the agreement on the General Budget Policy and the Temporary Budget Priority and Ceiling (KUA-PPAS) has been reached, around August or September.
Once the agreement between the local government and the Regional People's Representative Council (DPRD) has been reached, the process can already begin.
The legal basis is the MOU between the Ministry of Home Affairs, LKPP, and BPKP.
This can help accelerate the process and prevent delays.
However, it seems that local governments still have some doubts.
Therefore, we continue to encourage them to accelerate the process.
The contract itself cannot yet be signed because the legal basis does not yet exist.
But we encourage the process to begin much earlier, before the APBD is formally established.
That way, once the APBD is established, the contract can be signed immediately because the procurement process has already been initiated.
That is probably our main observation regarding the barriers to managing activities financed through transfers to regions.
One more issue is the Juknis.
Based on our experience in 2024, there were still ministries/agencies that were late in establishing their technical guidelines.
We have raised this issue because the regional government may already be ready.
The budget has already been established.
The legal basis for implementing the annual activities through the APBD already exists.
However, the technical guidelines for how the activity should be implemented have not yet been established by the central government.
This also creates an obstacle for local governments in implementing the activities.
That is probably all from us for now, Mr. Stanley and Ms. Cynthia.
Those are the situations we have experienced and observed in the field.
Perhaps we can continue from here.
[Speaker 2]
Mr. Zainal, thank you.
Your answer was extremely comprehensive.
I have a few follow-up questions based on your explanation.
First, regarding what you said about the procurement process being able to begin before the APBD regulation is established.
Based on what you have identified, what is actually causing local governments to hesitate to implement this policy?
Is it because of socialization?
Or perhaps because of uncertainty regarding the technical implementation?
What exactly is the challenge for local governments in doing this?
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[Speaker 1]
The contract is not what we are trying to accelerate.
It is the process that we want to accelerate.
For example, the announcement of procurement needs, the companies we need, and the qualifications for the goods and services required.
Those parts can begin.
For example, the announcement can already be made.
The contract itself cannot yet be signed because there is no legal basis.
The regional APBD regulation has not yet been established.
The local government's DPA has also not yet been established.
Therefore, a contract cannot be signed until the APBD has been established through a regional regulation.
In August, there is still an ongoing discussion between the DPRD and the regional government.
However, once the local government's general budget policy and temporary budget ceiling have been agreed between the regional head and the DPRD, the situation is already relatively mature for moving toward the draft APBD regulation.
Because the regional head and DPRD have already reached agreement on the budget framework, the procurement process can be accelerated from that point.
The contract can only be established once there is a legal basis.
And what is the legal basis?
The legal basis is the regional regulation that has already been assigned an official number.
That becomes the basis for the contract.
Once the contract is signed, it is legally binding.
So I encourage them to begin the process as early as possible.
We have also reached an agreement with LKPP and BPKP — if I remember correctly, this is still valid.
We should check the MOU again because it is quite helpful.
Imagine if the procurement process itself only begins after the APBD is established.
Everything would be pushed back, and delays could occur throughout the entire process.
So this is one of the measures we use to anticipate complaints from local governments about delays in activities financed through regional transfers.
That's the distinction, Mr. Stanley.
There is a difference between the procurement process and the contract.
The contract cannot be signed without a legal basis, but the process itself can begin.
[Speaker 2]
Mr. Zainal, regarding that process, I find it quite interesting.
You and your colleagues at the Ministry of Home Affairs have identified problems occurring at the regional level.
How does the process of identifying those problems actually begin?
Do local governments raise the issues themselves and advocate to the Ministry of Home Affairs?
Or how does it work?
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Is there a forum or platform through which the Ministry of Home Affairs opens or facilitates dialogue with local governments?
Mr. Zainal, you're still muted.
Sorry.
[Speaker 1]
With local governments, primarily.
Because we are at the central level, we at the central government already have multilateral meetings and forums.
But with local governments, based on the situation we experienced in 2024–2025, we conducted the meetings online.
We conducted them online.
There are also budget-related issues.
So we conduct socialization activities together with local governments, as well as with Bappenas and the relevant central government institutions.
Usually, this happens in June.
In June, we conduct socialization to communicate which priority programs have been established by the central government and will subsequently be implemented at the regional level.
We also identify which activities will be financed through DAK, both physical and non-physical.
I think this occurs regularly every year among the central government stakeholders responsible for DAK, Bappenas, and us.
We discuss which sectors will become government priorities and then identify the priority locations where those activities will be implemented.
There is a platform for this, namely socialization.
There is also the Musrenbang process.
Around April and May, there is normally a forum called the national development planning meeting, or Musrenbang.
I think the forum also communicates to local governments what they need to prepare and which sectors will become the focus of the central government for activity allocations.
[Speaker 3]
Mr. Stanley, Mr. Zainal, may I ask a follow-up question?
[Speaker 1]
The sound isn't very clear, Ma'am.
[Speaker 1]
Your voice is breaking up.
[Speaker 3]
Can you hear me now, Sir?
[Speaker 1]
Yes, go ahead.
[Speaker 3]
It seems my signal is really bad today, Sir. Sorry.
Mr. Zainal, regarding the complaint or grievance mechanism you mentioned for local governments, I'm curious about the mechanism itself.
Is there a single channel where the Ministry of Home Affairs, Bappenas, the Ministry of Finance, and, on the health side, the Ministry of Health, for example, all have access?
Or does each ministry have its own mechanism for receiving complaints from local governments?
Mr. Zainal, you're still muted.
Sorry.
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[Speaker 1]
Regarding complaints, we do not have a specific channel at the Ministry of Home Affairs.
There may be one through SEDZEN.
But it is quite rare for us to receive complaints specifically about implementation.
Usually, local governments send us letters or come directly to consult with us.
For example, these days we receive local government officials almost every day.
They come to discuss issues such as limited or even nonexistent budgets for Physical DAK.
For example, some regions had zero funding for Physical DAK in 2025.
There may be official channels through the administrative service unit at our office, through SEDZEN.
But some regions directly contact us by telephone or come to our office for consultation.
That's how it works at our office.
At the other offices, there may be other mechanisms.
For DAK, there is also a joint secretariat, the DAK Joint Secretariat, at Bangda.
Bangda's office is in South Jakarta.
There are colleagues there who may also receive information about complaints if any are submitted.
[Speaker 3]
Okay.
Thank you, Sir.
Actually, I have one more question.
Earlier, if I may summarize, you mentioned that one of the barriers is personnel transfers at the regional level, which can make absorption less effective or cause delays.
Another barrier is the delayed Juknis.
I would like to ask: if the central government realizes that some of the barriers actually originate from the central government itself — for example, because we issue the Juknis late, or because regulations have changed concerning the requirement to provide proof of land ownership — which could ultimately cause implementation at the regional level to be delayed, are there mitigation measures?
Are there particular flexibilities provided to local governments so that absorption can be more effective?
[Speaker 1]
Yes.
Regarding mitigation measures on our side, the first thing we do is continuously remind the ministries/agencies responsible for DAK to prepare their Juknis on time.
How do we determine whether a Juknis has been established on time?
It should be established when the APBN details are formally determined.
The APBN determination itself also needs to take place on time.
Then, when the activity is implemented, it can also be implemented on time.
The other issue — which is the most current issue I mentioned at the beginning — concerns the West Java case.
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I think there will be follow-up with the Directorate General of Village Government Development to coordinate with the relevant ministries/agencies so that the Juknis clearly state the requirements concerning land.
For example, does it matter if the facility is constructed on Village Treasury Land?
Or does the Village Treasury Land need to be granted to the local government and become local government property?
Those are the mitigation measures we need to take as quickly as possible.
The objective is to prevent future DAK implementation from being obstructed by land issues.
In particular, we need to clarify whether the land needs to become local government property or whether it is acceptable for the facility to remain on Village Treasury Land.
There is also another issue — perhaps we can call it one of the difficulties of DAK implementation.
DAK has particular characteristics.
Its implementation is different from other forms of funding.
First, DAK is allocated based on priorities established by the central government.
Second, the intended use of the allocation is clearly defined.
If it is for building a school, it must be used for building a school.
If it is for teacher allowances under Non-Physical DAK, then it must be used for teacher allowances.
It cannot be used for another purpose, regardless of how strong the regional head's argument may be, because the intended purpose has already been determined.
However, at the local government level, there is still a perception that once DAK funds have entered the Regional General Cash Account (RKUD), they become local government money that can be used for any local priority.
That is not the case with DAK.
The Juknis and relevant regulations clearly specify what the money is intended for.
This is another issue that can create obstacles.
For Physical DAK, I think this remains a potential problem.
How do we mitigate it?
We continuously remind local governments.
DAK, under Law No. 1 of 2022, has a clearly defined purpose.
It cannot be used for another purpose, regardless of the local government's argument.
For example, they cannot say, "We want to build this first," or "We need to pay our debt first," or "We need to pay for this other thing."
That is not permitted.
For Non-Physical DAK, we have actually succeeded in preventing this problem in some areas.
For example, teacher allowances — professional allowances, additional income allowances, and special allowances — are now transferred directly to the recipients' bank accounts.
They are transferred directly and no longer go through the RKUD.
Previously, for many years, these funds went through the RKUD.
This created a risk that regional heads could temporarily use the funds for other purposes.
Now the funds are transferred directly to the recipient's account.
For Physical DAK, I would like to mention that there is apparently an initiative from colleagues at the Ministry of Finance to transfer the funds to third-party accounts.
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However, as far as I know, this has not yet been implemented.
Based on the information we have, the funds are still deposited into the RKUD.
From an administrative perspective, both currently and going forward, Physical DAK will require continuous monitoring.
We need to supervise local governments that have limited financial capacity.
How do we know that they have limited financial capacity?
We can see it from their locally generated revenue, or PAD.
The contribution of PAD to total APBD revenue is, on average, only around 10–15%.
This demonstrates how dependent local governments are on transfers, including DAK.
There are DBH, DAU, DAK, and other transfers.
Some regions are dependent on transfers for as much as 80–90% of their revenue.
In some cases, the dependence is even around 90%.
This means that they cannot finance the public services that are the rights of their citizens using their own revenue.
Their own revenue is PAD — locally generated revenue, including local taxes and other local revenues.
They simply do not have enough.
That is why we intervene through transfers to regions.
The level of dependence varies, but in some cases it can approach 95%.
So the region may effectively have only around 5% of its revenue from its own sources.
When we examine some regions, there are indeed cases where they have extremely limited fiscal capacity.
And even after transfers to regions are provided, much of the money is consumed by personnel expenditure.
Personnel expenditure can reach 70% of the budget.
That is another major challenge for all of us.
How can we empower local governments to increase their locally generated revenue and reduce their fiscal dependence on the central government?
We need to reduce their dependence on transfers by optimizing PAD without placing excessive burdens on the community.
That is the general direction.
So, we need to optimize locally generated revenue.
At the same time, we intervene through transfers to regions, including DAU, DBH, and DAK.
We also continuously remind local governments that not every local government receives DAK allocations.
Only regions that, from the central government's perspective, require intervention receive the allocation.
For example, in 2025, Physical DAK had only around IDR 5 trillion in funding.
That was a dramatic decrease from previous years.
And that IDR 5 trillion had to be allocated among 516 local governments.
Obviously, some regions received zero.
There were many regions that received zero rupiah in Physical DAK.
That means they did not receive an allocation.
The central government therefore has to filter and determine which regions are the highest priority for receiving allocations and which regions do not need them.
This is now receiving a very strong response from local governments.
Local governments are very actively responding to the decline in the allocation that they had traditionally received year after year.
Suddenly, starting in 2025, and apparently continuing into 2026, there has been further efficiency, reduction, or decline.
For Physical DAK in particular, some regions are receiving zero rupiah.
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This means that in 2026, some regions will have no infrastructure development financed through Physical DAK.
That is approximately the situation for 2026.
We can confirm the details later with colleagues working on regional finance.
That is all from me, Mr. Stanley and Ms. Cynthia.
[Speaker 2]
Thank you very much, Mr. Zainal.
I would like to ask another question.
Earlier, you explained the use of priorities.
Based on what you have identified, is there perhaps a problem where the translation of national priorities into special transfers to regions is not always understood in the same way at the regional level?
For example, if we talk about the health sector, the national priority might be the construction of community health centers.
But local governments might interpret the health priority differently.
They might think that health means hospitals, for example.
Is there actually a difference in perception or interpretation between national priorities and regional priorities?
Sorry, Sir, you're still muted.
[Speaker 1]
When determining an activity as a priority, we are guided by national priorities.
There are a number of fields — health, tourism, agriculture, and so forth — that are determined at the central level.
Because the process is also bottom-up, I think that, for the determination of allocations, including priorities, the central government has its own perspective.
Local governments then identify where those priorities should be implemented.
There is a planning mechanism through regional Musrenbang.
This eventually connects at the national level through the national Musrenbang.
The activities that will ultimately be implemented in the regions are determined through this process, perhaps beginning around July.
It emerges through the multilateral meeting process.
First, the agreed national priorities are determined.
Then the fields that will receive allocations are identified.
After that, the priority locations are determined.
We discuss these priority locations together and prepare minutes or official records of the agreement.
We are currently finalizing several activities with Bappenas and finalizing the relevant minutes.
The allocations and locations are then determined as part of the APBN process.
If a region receives an allocation, it receives it.
Once they receive it, we always remind our colleagues in the regions to use the trust responsibly.
Again, not all regions receive allocations.
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The central government has its own perspective when determining whether a region should receive an allocation.
So, I think that has been the challenge.
Non-Physical DAK is different.
Non-Physical DAK is generally received by all regions for things such as teacher allowances, operational assistance, and other programs.
Its trend has actually increased from year to year.
That is different from Physical DAK.
For example, a particular region may receive road funding this year, but there is no guarantee that it will receive it next year.
If it does receive funding next year, it may be for completing an unfinished project, but the proportion may become smaller.
That is the situation with Physical DAK governance.
Local governments are highly dependent on transfers, while state finances themselves have limitations.
Therefore, not all requests from regional heads for infrastructure development can be accepted or fulfilled by the central government.
That is the dynamic.
The dynamics of transfers change from year to year.
However, funding for regional development does not come only from Physical DAK.
There are other sources, such as DAU, DBH, performance-based incentives, and fiscal incentives.
That is, in brief, the situation concerning the dynamics of Physical DAK.
Because of the need for Physical DAK, we have focused much of our discussion on Physical DAK.
Thank you, Sir.
[Speaker 2]
Thank you very much.
Sintia, do you have another question regarding the barriers?
[Speaker 3]
I think I have covered the barriers, Mr. Zainal.
Mr. Stanley, perhaps we can move on to the supporting factors?
[Speaker 2]
Sure, go ahead, Sintia.
[Speaker 3]
Mr. Zainal, we have discussed the factors that hinder Physical DAK absorption and implementation.
Regarding supporting factors, based on your experience handling Physical DAK or working with Physical DAK at the Ministry of Home Affairs, what factors facilitate or encourage the process?
What factors make it easier for local governments to submit proposals and absorb Physical DAK?
This may also relate to fulfilling the infrastructure and facility requirements at health facilities, since this study concerns Physical DAK.
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[Speaker 1]
Supporting factors?
[Speaker 3]
Yes, Sir.
Factors that make absorption and implementation easier at the regional level.
[Speaker 1]
Okay.
The situation varies considerably among regions.
The supporting factors also vary according to regional conditions.
Some regions have sufficient human resources and adequate capacity to manage activities.
I think this is sector-specific.
For example, in the education sector, the Ministry of Primary and Secondary Education provides opportunities for local governments to receive technical guidance for operators managing School Operational Assistance (BOS) funds.
So, I think some of the supporting factors come from the responsible ministries/agencies.
There are also specific budget allocations provided periodically for activities such as reconciliation of recipients of teacher certification allowances.
I think some of the supporting factors come from our colleagues in the responsible ministries/agencies.
From our side, of course, in accordance with the Minister's mandate, we keep our doors open as widely as possible for consultations from local governments.
Local governments are welcome to come and consult with the relevant ministries/agencies about matters related to their responsibilities.
I think the policy environment is also open for mutual support and capacity strengthening.
We are open to anyone from local government, from the regional head all the way to the DPRD.
We are open in terms of both space and time to receive colleagues from local governments.
However, that is the situation because the central government consists of many ministries.
The Ministry of Home Affairs is only one of them.
There are different areas of authority.
There is agriculture, health, education, libraries, and so forth.
There are therefore opportunities for mutual support, for communicating concerns, and for jointly finding solutions.
For example, there was Presidential Instruction No. 1.
It reduced spending on official travel, office supplies, and so forth.
So, what is the solution?
One solution is to use meetings like this.
If there is a meeting in Jakarta, people do not necessarily have to travel to Jakarta.
I think there are ways to find solutions to implementation barriers.
We can find solutions without reducing the quality of the expected outcome.
So those are, I think, some of the important factors.
As I mentioned earlier, when the Ministry of Home Affairs sees a potential deadline problem because the time for submitting disbursement documents is running out, we can take action.
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The deadline was July 22 under the Ministry of Finance Regulation concerning the implementation of Physical DAK.
But there was an extension.
I think this is one of the supporting factors: the central government opened an opportunity for additional time.
For example, an additional nine days was provided.
From July 22 to July 31.
That is a supporting factor.
However, even after being given those nine additional days, if the local government still cannot complete the submission, then there is nothing more that can be done.
As part of our guidance and supervision responsibilities, we cannot continually accommodate local governments when they fail to comply with government policies.
Once a deadline for submitting the documents has been established, they need to comply with it.
If we continuously extend the deadline, then we are not actually providing proper guidance.
We would simply be making local governments dependent on repeated extensions.
That is not something we can do.
Therefore, we encourage local governments to be disciplined in implementing the policies that have been established.
As for other supporting factors for Physical DAK, I think there are not many more, except for policy support.
Policy support is one of our responsibilities because we are involved in developing regulations.
For example, there is currently the PHTC program.
This is the "Quick Results" program for 12 regional hospitals under the President's program.
Suppose that, after checking the progress, implementation has only reached 40%.
The deadline is December 31.
It may be impossible to achieve the remaining 60% within only two or three effective months.
Therefore, we have actually prepared provisions in the Ministry of Home Affairs regulations and guidelines for APBD preparation each year.
There is a mechanism for remaining funds.
Where should the remaining budget go?
The remaining budget can be carried over to the following year to complete outputs that have not yet been achieved.
This applies to Physical DAK.
So, once again, one supporting factor comes from policy.
We are policy makers.
Therefore, we prepare conditional mechanisms for local governments.
We provide facilities that allow them to continue pursuing their outputs while also reminding them about integrity and compliance.
Hopefully that explanation is clear, Sir.
[Speaker 6]
Thank you.
[Speaker 2]
I think that's sufficient for the supporting factors.
You have already explained that there is a multilateral meeting mechanism that can also serve as a forum for identifying supporting factors, allowing ministries/agencies to discuss problems and how to accommodate input from local governments.
Sintia, do you have anything else to add?
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[Speaker 3]
I think that's enough for me too, Mr. Stanley.
Mr. Zainal's explanation was very comprehensive.
[Speaker 2]
Mr. Zainal, I have one final question.
Is there anything we have not asked about?
Perhaps, as a closing statement, is there anything you would like to add regarding Physical DAK implementation that we have not yet discussed?
And if you have any questions for us beyond the questions we have asked, please feel free to raise them.
[Speaker 1]
Let me put it this way, Mr. Stanley and Ms. Sintia.
Those of us at the central level — whoever we are — need to think about how to make local governments more self-reliant.
We should not permanently maintain local governments' dependence on central government funding for their development.
How do we do that?
We optimize locally generated revenue.
There are many motor vehicles and taxable objects that are actually not properly recorded.
When we examine a region with one million registered motor vehicles, perhaps only 600,000 people actually pay their motor vehicle tax.
So there may be 400,000 that are not paying.
We need to think about regional fiscal independence.
If we simply allow this situation to continue, it will become a burden on the central government in the era of regional autonomy.
Local governments, as autonomous entities, should be capable of fulfilling their constitutional mandate to improve the welfare and prosperity of their populations.
To do that, they need to become fiscally independent.
We should not make them dependent on us.
This also applies to DAK allocations.
The current tendency is that if there is no DAK allocation, some regions do not build hospitals.
They do not build roads.
They do not build drainage systems, sanitation facilities, and so forth.
How long can this situation continue?
It needs to stop.
However, when we look at the current fiscal capacity of local governments, many simply do not have sufficient resources.
Therefore, going forward, we need to continuously encourage local governments to make use of everything they have.
They have natural resources.
They have human resources.
They should also have innovation and creativity to improve the welfare of their populations.
They need to create an environment that supports economic development so that regions do not depend solely on the central government or other external parties.
The tendency toward dependence that has occurred so far needs to be reduced.
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If there are no transfers, some regions cannot do much.
They cannot even provide the public services that are their responsibility.
The money they currently have is largely consumed by personnel expenditure — salaries and other employee costs.
If we look at the number of employees, how many are there relative to the population?
For example, suppose a region has a population of 200,000.
It might have 8,000 government employees.
There may be teachers and other personnel.
Imagine that 70% of a very limited APBD is spent on those 8,000 employees.
Why should the needs of 8,000 employees consume a larger share of the budget than the needs of 200,000 residents?
The residents are the ones who need to be served.
They need roads.
They need healthcare.
They need schools.
Therefore, the budget allocation for the public should be greater than the allocation for the people administering public services.
The public servants are relatively few compared with the population they serve.
There may be even larger populations.
Perhaps some regions have one million residents.
Meanwhile, the number of employees may also increase with the introduction of PPPK arrangements.
This is a major issue.
The personnel budget continues to grow.
As a result, it consumes a larger share of the budget than spending intended directly for the public.
I think this is a challenge for all of us.
We need to create a fairer situation.
If the purpose of establishing local governments is to create prosperity and improve the welfare of the population, then the budget should allocate a larger share to the population than to government employees.
There are relatively few employees responsible for administering these services compared with the population.
The population needs roads, schools, healthcare, and other public services.
That is a critical point that I think we also need to convey.
It should be something for all of us to reflect upon.
As public officials responsible for public services and for society, we need to see this as something that requires continuous improvement.
Thank you, Sir.
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[Speaker 2]
Okay.
Thank you very much, Mr. Zainal.
I think that is sufficient from our side.
Thank you for giving us approximately one hour of your time.
If we have any follow-up questions later, may we contact you again, Mr. Zainal?
As part of this study, we will also send you an informed consent form for your signature regarding your willingness to participate in this interview.
That's all from us.
Thank you very much, Mr. Zainal.
Please stay healthy.
[Speaker 1]
Thank you, Mr. Stanley and Ms. Cynthia.
[Speaker 3]
Thank you, Mr. Zainal.
Thank you very much.
Please stay healthy, Sir.
[Speaker 1]
Assalamu'alaikum.
[Speaker 3]
Wa'alaikumussalam.
[Speaker 1]
Assalamu'alaikum, Mr. Stanley.
Thank you very much.
Pages 17–18 — Post-Interview Discussion
[Speaker 2]
When I went to the bathroom earlier, what did he say?
I didn't quite catch what you said earlier about the money being transferred to a third party.
[Speaker 3]
He mentioned that in some regions, the Physical DAK funds were actually transferred not directly to the intended account but to a third party.
Really?
But apparently they did this quietly.
So apparently the funds were not deposited into the account they were supposed to go into — which should have been the local government's account, right?
[Speaker 7]
Yes.
[Speaker 3]
And then it didn't go into the Health Office.
Some of it went through a third party first.
[Speaker 2]
So they were earning interest on it?
[Speaker 3]
Exactly.
They were earning interest on it.
[Speaker 2]
I think I also caught another important point from him.
It seems that there is actually still a difference in how the central government and local governments view the purpose of Physical DAK.
How can Physical DAK be used as complementary funding so that regions can achieve the RPJMN indicators?
Whereas local governments seem to think of it as...
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[Speaker 3]
As the main source.
[Speaker 2]
Yes, exactly.
As the main source of development funding.
This actually connects with what he said earlier.
Like what Mr. Hantri said, Physical DAK should be understood as complementary funding.
However, I think that despite the MBG program or whatever other presidential programs there are, the Ministry of Home Affairs also seems to have a role in encouraging regions not to rely solely on central government funding for their PAD.
Local governments also need to make their own efforts.
[Speaker 3]
Yes, that's right.
[Speaker 2]
This is actually similar to the concept of moral hazard.
For example, some BLUDs — perhaps several community health centers or hospitals — may technically be financially independent through their BLUD status, but they may still retain their money because they know that the central government still has funding available.
I think the loophole here is that the central government cannot possibly monitor every single district and city individually to determine which regions are becoming more fiscally independent, which are not, and which need supervision.
Meanwhile, all regions in Indonesia may feel that they need assistance.
But some may already have relatively strong fiscal capacity and still continue requesting central government support.
[Speaker 3]
Yes, exactly.
I was also thinking that perhaps we are not really prepared for genuine decentralization.
Right?
If we compare Indonesia with other countries that implement decentralization principles, I actually thought about this earlier when we were speaking with Mencius.
Could there be a mechanism where we "tax the rich"?
For example, if a wealthy person lives in East Java, perhaps they should pay significantly more tax than others.
Then that would become revenue for the region, right?
But anyway, that is probably a different topic.
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[Speaker 2]
Yes, it is interesting.
And I think Non-Physical DAK may actually have some positive aspects.
Non-Physical DAK has been increased, right?
But at the same time, if Non-Physical DAK is increased, isn't part of it intended for programs such as MBG?
[Speaker 5]
Correct.
[Speaker 2]
So, actually, for initiating new programs, if Non-Physical DAK were increased without MBG, perhaps local governments would actually have greater capacity.
I think I understand now.
The central government can actually identify where the loopholes are, such as inefficiencies in budget use.
But even if there are inefficiencies in budget use, local government heads may feel that they are not being supported.
And ultimately, they may sacrifice priority programs because, from their perspective, the central government is responsible.
For example, they might say, "Why did the central government cut Physical DAK?"
So instead of adapting to the changes and looking for innovations, they may simply say, "Fine, then we'll just leave the health sector as it is."
Even though the law already mandates that local governments must take responsibility for health, education, and other essential services.
Those responsibilities are mandatory.
But if regional heads do not consider them priorities, they may ultimately neglect them.
This also relates to the reduction in health-sector budgets.
For your information, you know that we used to have health-budget earmarking.
Then, under Minister BGS, the earmarking was removed.
[Speaker 3]
Earmarking?
Is that correct?
[Speaker 2]
Yes.
Because it was removed from the Health Law, it has had several implications.
Some regions now no longer allocate 10% of their budgets to health.
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[Speaker 3]
I was actually thinking that for the event at the beginning of December, it might be okay if we don't submit the paper to the journal we discussed earlier.
We could submit it later.
The meeting could actually provide material for the recommendations in the discussion section.
[Speaker 2]
Yes.
That's possible.
You're right.
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But will we have enough time?
For example, after the multisectoral meeting, could we publish the findings and submit the paper in December?
[Speaker 3]
I don't remember.
When was the deadline again?
Was it the end of December?
[Speaker 2]
I remember it was at the end of December.
[Speaker 3]
Okay.
Then I think we have enough time if the deadline is the end of December.
That means we can gradually work on the other parts.
[Speaker 2]
Yes.
By the way, it turns out that Mr. Bondan expected the data extraction to be assisted by the Planning and Monitoring & Evaluation teams.
So now I am also asking them for some help.
But Ru has only extracted the data so far.
It hasn't been cleaned up for analysis yet.
So now I'm asking her to help analyze it.
[Speaker 4]
I'm actually almost finished with the urine analyzer.
[Speaker 2]
There are actually many, Sien.
There are nine, right?
Actually, I think there are more than nine because, for example, I identified equipment that requires a doctor.
Equipment that requires a doctor...
Wait, let me check.
There are items that require a doctor and a dentist.
Those are the most difficult, right?
Let me list them.
There are doctors and TLM, then dentists, then incubators.
If we consider the current situation, there are already 6, 7, 8, 9, 10, 11, 12, 13, 14, 15, 16.
So actually, I think there are 16 pieces of equipment that need to be analyzed.
Mr. Bondan only listed nine, right?
But those nine were basically just estimates.
He simply listed them.
Actually, there are 16.
So I really do need their help.
Otherwise, we won't be able to finish quickly.
[Speaker 4]
Because even for one piece of equipment, doesn't it take an entire day?
That's if we work on only that one piece all day, right?
[Speaker 2]
Yes.
And now we also have another FGD coming up.
So, yes.
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Let's prepare for it.
Thank you very much.
[Speaker 4]
You're welcome.
Once I finish the urine analyzer, let me know which other piece of equipment I should work on.
I mean, which one I can work on next.
Which equipment?
[Speaker 2]
This one.
I'm working on the analyzer.
The hematology analyzer, Sien.
[Speaker 4]
Okay.
[Speaker 2]
Get ready.
Thank you very much.
[Speaker 4]
You're welcome.
Bye.
[Speaker 2]
We haven't stopped recording yet!
That was a mistake.
Okay, never mind.
All right.
Thank you.

