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The Governance of Small Cities in  

Decentralizing Indonesia: the case of 

Cirebon City and its surrounding 

regions 

 

Abstract 

 
This exploratory research aims to understand how governance 

processes in small cities are institutionally designed, given their current 

contextual challenges. It focuses on the case of Cirebon City, and its 

surrounding regions, in Indonesia. The study reveals that, first, small cities 

like Cirebon are confronted with challenges posed by rapid urbanization, 

deficient natural resources and urban services as well as a sudden change 

to decentralization and regional autonomy. Second, the case study shows 

low financial capacity of the local government and ongoing 

decentralization processes. These factors represent an institutional design 

with constrains on capacities for formal arrangements. At the same time, 

thirdly, the small city and its surrounding regions show promising signs of 

broader institutional capacity. Unfortunately, these capacities are 

compromised by significant inequality and control of resources by one of 

the actors involved, and they are being challenged by a strong 

authoritarian political culture inherited from previous centralized regime. 

Therefore, a crucial step is the introduction of greater opportunities at the 

regional level transcending interlocal rivalry. The cityness of Indonesian 

small cities within rapidly urbanizing regions involves “substantially 

intense and dynamic local interrelations of core-periphery that compete for 

space, resources, identity, roles, and influence”. Meanwhile, the smallness 

of a city implies a distinct situation in which the reach of a small city has 

been weakened by decentralization. The extent to which a small city is able 
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to overcome its reduced influence and to continue growing, depends on the 

institutional capacity of all actors in the new networks. In other words, a 

city’s institutional capacity within a decentralizing system will 

substantially influence its smallness and cityness. 
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De Governance van Kleine Steden in 

Decentraliserend Indonesië: het geval 

van Cirebon stad en omliggende 

regio’s 
 

Samenvatting 

 

 

Dit verkennend onderzoek heeft als doel om te begrijpen hoe 

bestuurlijke processen in kleine steden institutioneel zijn ontworpen, gezien 

hun huidige contextuele uitdagingen. Het richt zich op het geval van 

Cirebon stad en de omliggende regio’s, in Indonesië. Uit het onderzoek 

blijkt dat, ten eerste, kleine steden zoals Cirebon worden geconfronteerd 

met uitdagingen van snelle verstedelijking, gebrekkige natuurlijke 

hulpbronnen en stedelijke diensten, alsmede een plotselinge verandering 

door decentralisatie en regionale autonomie. Ten tweede toont de case 

studie een beperkte financiële draagkracht van de lokale overheid en de 

lopende decentralisatieprocessen. Deze factoren zorgen voor beperkingen 

om te komen tot formele vormen van institutioneel ontwerp. Tegelijkertijd 

laten de kleine stad en de omliggende regio’s veelbelovende tekenen zien 

van een bredere institutionele capaciteit voor governance. Helaas worden 

deze capaciteiten aangetast door processen van ongelijkheid en de controle 

van middelen door één van de betrokken actoren. De capaciteiten hebben 

ook te maken met een sterke autoritaire politieke cultuur, geërfd van een 

vorig gecentraliseerd regime. Een cruciale stap is daarom de introductie 

van meer mogelijkheden op het regionale niveau, zodat interlokale rivaliteit 

wordt overstegen. De cityness van de Indonesische kleine steden binnen 

snel verstedelijkende regio’s laat zich kenmerken door “substantieel intense 

en dynamische lokale onderlinge relaties tussen kern en periferie, die beide 

concurreren voor ruimte, middelen, identiteit en invloed”. De kleinheid van 

een stad uit zichvooral in de realiteit dat het bereik van een kleine stad is 
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verzwakt door decentralisatie. De mate waarin een kleine stad in staat is om 

zijn gereduceerde invloed te overwinnen en te blijven groeien, hangt af van 

de institutionele capaciteit van alle actoren in informele nieuwe netwerken. 

Met andere woorden, de institutionele capaciteit van een stad binnen een 

decentraliserend systeem is in steeds grotere mate bepalend. 
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2  Small Cities in Java, Indonesia 

Chapter 1  

Small Cities in Java, Indonesia: An introduction 

 

1.1 Introduction 

Empirical evidence shows that small cities worldwide are playing an 

increasingly important role in global urbanization. The World Urbanization 

Prospect 2009 Revision (UN 2010) stated that by mid-2009, for the first time 

in history, the global population would be more urban than rural. The global 

urban population is predicted to nearly double by 2050, and that virtually all of 

this growth will be concentrated in the urban areas of less developed regions. 

By that time, most of the world’s urban population is expected to live in Asia 

(54 percent) and Africa (20 percent) (UN 2010). 

Cities with a population of less than five hundred thousand will play an 

important role in this urbanization process, in both more and less developed 

regions. From 2009-2025, it is predicted that such small urban centres will 

accommodate 45 per cent of the predicted increase in global urban population 

(UN 2010). Particularly in less developed regions, small cities will carry a 

large proportion of this growth. Cohen (2006) has argued that, as well as 

contributing to the creation of super-cities, the global urbanization process has 

also increased the role of small and medium-sized cities. According to data 

from 2009, 51.4 percent of the total urban population (that is, 1.25 billion of 

the total urban population of 2.5 billion) lived in cities with fewer than five 

hundred thousand inhabitants, and this number is expected to continue to 

increase (UN 2010). 

The urbanization process in developing countries is accompanied by 

multidimensional development problems. Some of these problems are urban 

sprawl (Sorensen 1999), conflicting interests (Bakker 2003; Morello et al. 

2000), environmental risks (Marcotulio 2003; Satterthwaite 2007), poor urban 

service provision (Henderson 2002; Sohail et al. 2005), and limited capacity to 

manage the rapid urbanization process (Cohen 2006; Leo et al. 1998).  

As important agents of the rapid global urbanization process, small 

cities face extensive problems. For example, the problem of providing basic 

services in small urban centres is a major obstacle to achieving the Millennium 

Development Goals (UN Habitat 2006). This is due to weaker local 

governments, fewer opportunities for economies of scale in infrastructure and 
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management, and lower capacity to pay for the provision of basic services (UN 

Habitat 2006). Because of substantially weaker capacities as compared to big 

cities, many core urban problems will also appear in small cities, and can be 

even more problematic than in large cities (Annez & Linn 2010; Cohen 2006). 

Research on the importance of small cities within urban studies is 

scarce (Bell & Jayne 2009). The following survey of the available literature on 

small cities in general, and those in developing countries in particular, will 

clarify the challenges facing small cities in developing countries. It will also 

help position this study within the wider debate and offer further insights of 

small cities. 

 

1.2 Position of this study within the academic debate on small cities 

in developing countries. 

There has been a rich debate on the nature and characteristics of small 

cities. Over the last three decades and more, discussion on small cities has 

taken various emphases. Common themes of discussion have included regional 

economic development and the role of small cities, the way small cities 

function in rural-urban interactions, the challenges of small cities in achieving 

sustainability, and the local capacity of small cities.  

During the 1980s, Rondinelli conducted significant research on small 

cities in Asia, Africa, and Latin America. Rondinelli has been called “the 

optimist” (Baker & Claeson 1990, p. 16), as a proponent of “positive views” 

regarding the role of small cities in regional development (Tacoli 1998, p. 152). 

Rondinelli (1983a, 1983b, 1986) has proposed the concept of “low-order urban 

hierarchy and balanced settlement systems”. This concept concerns the 

development of the potential function of small cities so as to diffuse economic 

activities and services to their rural hinterland. The diffusion process would 

not only benefit surrounding rural areas by creating a secondary city-system 

that disperses economic opportunities to rural areas, but would also help boost 

the economic growth of the small cities themselves. According to Rondinelli, 

such a system would enable small cities to play a vital role by absorbing the 

excessive growth of large cities. Creating a low-order urban system enhances 

the interconnectedness between secondary cities and large cities. Better 

connections with large cities, particularly economic connections, would 

positively influence the economic development of small cities. However, 

Southall (1988), identified as “the pessimist” (Baker & Claeson 1990, p. 16), was 
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critical and held “pessimistic views” (Tacoli 1988, p. 152) about the role of 

small cities in regional development. Southall (1988) claimed that developing 

small cities merely turned them into “instrument[s] of exploitation” (p. 12), 

aided by existing power structures and external forces (such as colonial 

powers, and central and national government), making use of the poor instead 

of benefiting them. 

During the 1990s, however, research showed that the role of small 

cities in national and regional development cannot be generalized either 

positively or negatively. The regional context of small cities greatly influences 

the role of small cities. It is therefore necessary to identify the particular needs, 

potentials, and context of a small city, as Cecilia Tacolli (1998) proposed in her 

“rural-urban linkages” argument. She argued that, in addition to the traditional 

role (p. 154) of small cities as a point of service provision to their surrounding 

rural areas, small cities had two additional functions. First, they linked rural 

hinterlands with domestic and international markets; second, they provided 

off-farm employment opportunities which broadened the local economic base. 

She argued for the recognition that small cities’ needs and potentials are 

contingent on their context. Generalization of small cities’ needs and 

potentials could jeopardize the success of regional development policy 

regarding the roles of small cities (Tacolli 1998, see also Hardoy & 

Satterthwaite 1986). Consequently, the influence of small cities on regional 

and national development is context-dependent (Hardoy & Satterthwaite 

1986). This perspective, called “the intermediate position”, stands between the 

positive views of Rondinelli and pessimistic views of Southall (Baker & Claeson 

1990, p. 16). 

Another example of this position is the series of comparative studies of 

small cities in Asia and Africa carried out by v.d Wouden (1997), van Teeffelen 

(1998), van der Post (1998), Titus (1992-1993), and Titus & Hinderink (1998; 

2002). These studies revealed important contextual features of small cities in 

developing countries, features that influenced their role in regional 

development, which could be strong or weak, positive or negative. Contexts 

which determine the role of small cities are rooted in the broader policy 

framework, the institutional arrangements found in small cities, particularly 

those relating to their hinterland, and the influence of higher order centers and 

markets. 

Since the early 2000s, the academic debate on small cities in 

developing countries has focused on the general problems facing smaller cities 
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as well as those affecting their sustainability. One of the main concerns is the 

limited capacity of small and intermediate cities to manage rapid urbanization 

in a sustainable way (Cohen 2004, 2006; UN Habitat 2006). 

 Since the early 2000s, the global process of urbanization has spread to 

smaller cities, particularly those in developing countries. The challenges 

emerging in smaller cities are as complex as those facing metropolitan regions 

(Cohen 2006). Cohen’s argument implies twofold consequences. First, it is 

expected to trigger further studies on small, intermediate cities in developing 

countries since most of the attention and debate concerning the global urban 

development process still focus on the largest cities, even though most of 

world’s urban population lives in small cities. Second, it is essential to make 

efforts to meet the major challenges experienced by small cities in developing 

countries. Cohen argues that the main challenges are caused by four factors: 

(1) the huge total population; (2) the speed of urban growth; (3) the lack of 

infrastructure and urban service provision, and (4) the lack of capacity to 

respond to the challenges of urbanization. With a view to achieving 

sustainability in small cities, other authors have discussed some of the specific 

problems confronting small cities in developing countries, including the issue 

of water supply in medium-sized cities (Anthony 2007), the need for new 

institutional networks, and the varying level of involvement of central 

governments in dealing with rapid urbanization in middle-sized cities with 

different levels of local capacity (Unsal 2004).  

Cohen’s “small cities big agenda” (2006) is a capacity-related problem. 

Linked to but distinct from capacity-related problems is a growing concern 

with the institutional challenges facing small cities as a result of 

decentralization and globalization taking place in developing countries. Some 

scholars claim that the implementation of decentralization policy - particularly 

in the case of small cities in developing countries - will reveal important 

variations in how small cities manage the process (see among others Han 2010; 

Klaufus 2010; Chen & Gao 2011; Liu et al. 2011). In the wider context of 

developing countries, Satterthwaite (2001) argues that the sudden change from 

centralization to decentralization in the last three decades has demanded 

greater responsibility at the local level. Local regions have become responsible 

for local problems, which has given rise to multifaceted relationships among 

diverse stakeholders locally and with higher level government. Adding to this 

complexity, stakeholders of newly decentralized countries commonly have 

different frames of reference and conflicting interests as they interpret, 
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understand and negotiate their new responsibilities, roles, and relationships. In 

this sense, they often lack the capacity to steer the process.  

The importance of addressing the institutional challenges of small 

cities is supported by the claim that the challenges of globalization and 

neoliberal policies have made it more difficult for small cities in the Global 

South to achieve sustainability (Veron 2010). In response to these forces, the 

governance of small cities could take a form distinct from that of the bigger 

cities or regions, or from those in the Global North (Veron 2010) – which 

could provide examples of best practice. Since research into the urban 

governance of small cities in the South is lacking (Veron 2010), conducting 

further research poses a challenge. Based on their study on the core problems 

of sustainability, such as poverty and inequality, Mitlin and Satterthwaite 

(2012) suggest that new forms of governance could be emerging in developing 

Asian cities.  

The literature on the importance of small cities, especially those in 

developing countries, is thin – indicating that research on small cities, 

particularly research on their governance, is still lacking. Studies have 

concluded that the prominent factors are the small cities’ context, relational 

position, and capacity. The framework in this study on the governance of small 

cities is therefore related to two points: 

(1) The challenges of rapid urbanization, decentralization, and 

economic forces of globalization facing small cities of developing 

countries. Studies have shown that it is essential to take the context of 

small cities into account because the broader context shapes a small 

city’s position within a specific urban hierarchy and the city’s 

responses to its environment. It is also observed that the context of a 

small city develops over time. It is therefore necessary to identify the 

contextual factors which are important, for which small cities, and 

during which period. In the past three decades studies have identified 

global urbanization, decentralization, and economic forces of 

globalization as the main challenges for small cities. Under 

decentralization, for example, local leaders and government actors 

acting as “growth machines” can create opportunities for much greater 

urban expansion in small cities, an expansion which was previously 

dominated by population growth, economic growth, government 

planning for economic growth, and profit-seeking of multiple actors 

(Han 2010).  
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The relationships between these factors can intensify the challenges to 

small cities. Therefore, small cities must be able to respond to decentralization, 

rapid urban growth, increasing urban population, and increasing demand for 

urban infrastructure, as well as be competitive in global and regional 

networks. Clearly, these challenges require cooperation within the city, or 

between other agencies and networks in the region. To shed light on the 

governance of small cities, this dissertation examines the three main 

challenges of small cities in developing countries:  urbanization, 

decentralization and globalization. 

(2) Capacity and suitable institutional arrangements in small 

cities. This study examines the capacity of actors in smaller cities 

(among others, Cohen 2004, 2006; Liu et al. 2011), and relates “the 

distinctive ways small cities react” to a broader context (Veron 2010), 

indicating the importance of connecting “the context” with “the actor”. 

Therefore, the challenges for small cities are determined by their wider 

context and the capacity of their local actors to deal with this context. 

Previous studies also point to the importance of understanding the 

meaning of governance from the perspective of interaction between 

structuring forces and agency to achieve collective action and bring 

about social change.  

To this end, this study will analyze the interaction between the 

context of small cities (structure) and the process of developing the capacity of 

the actors involved (agency) to deal with the challenges posed by the wider 

context. This especially concerns the capacity of local actors to deal with the 

challenges and to coordinate the various actors involved.  

For this purpose, this study uses the institutional perspective, 

combining structure and agency theory with sociological institutionalism to 

investigate the governance process and capacity of small cities. This study 

examines governance and capacity in legal and administrative systems, and it 

also looks at the institutional capacity created by social relations among actors. 

Structuring forces1 influencing agency are embedded in the structure and 

regulatory system as well as in the values and conceptions of actors involved. 

It is therefore necessary to identify the two points outlined in the above and to 

                                                 
1 Structuring forces are powerful constraints of various kinds with which people actively and interactively construct their 

world (Powell and DiMaggio, 1991). According to Healey (2006), structuring forces are embedded in systemic institutional 

design and in the deeper values and conceptions inherent in agency. 
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examine the interactions of these factors in order to enhance institutional 

capacity.  

The way this study defines small cities is shaped by its use of structure 

and agency theory. In this approach, cities can be defined in terms of their 

relationships, their linkages, and their institutional context in the way they 

relate to other agencies, rather than simply in terms of their absolute size. 

Previous studies on small cities have tended to focus on size and function. 

From 1980 to the early 2000s, most definitions of small cities were linked to 

population size and functional role in regional and national economic 

development. Population size is usually the first criterion for defining small 

cities because population data are more readily available than data on the 

economy, land use, or labor force (Rondinelli 1986). Although population size 

has been the main criterion used to define small cities, this indirectly indicates 

the contextual role of the city within a country (Rondinelli 1983c, p. 48). 

Population size is also associated with a small city’s potential function in 

promoting regional and national economic development. 

With population size as the simplest approach, the population of small 

to intermediate-sized cities varies between countries and tends to increase over 

time, following the high degree of urbanization worldwide. For example, Dike 

(1979), cited in Southall (1988) for the 1960s – 1970s, categorized cities with 

35,000 to 95,000 inhabitants as small. By comparison, Mathur (1982) classed 

cities of around 20,000 to 100,000 as small;  Rondinelli (1983c, p. 48) defined 

small cities as settlements with a maximum of 100,000 inhabitants, or between 

5000 and 100,000 (1983b); and Cohen (2006) argued, from the perspective of 

sustainability as a result of global urbanization in developing countries, that 

cities with fewer than 500,000 inhabitants should be considered small. 

Population size approach is still an important criterion. However, Bell 

and Jayne (2009) have recently argued that in researching small cities it is 

more important to approach and define “small cities” by looking beyond their 

population size and functional role. Small cities, they suggest, should be 

approached through their “smallness” and their “cityness”.2 Defining small cities 

by their unique potential and capacity, beyond a generalized measurement 

according to statistics, function, or deterministic metropolitan characteristics, 

will contribute to a more nuanced understanding. The idea of using indicators 

                                                 
2 The concept of cityness defines a city as a thing in the making that specifically integrates network processes with non-

local flows of people, commodities and information between cities, with the emphasis on such flows rather than on cities as 
places, and on the intersections of these flows, which create novel conditions (Bell and Jayne, 2009; Sassen, 2010, p. 21; and 
Taylor, 2012). 



9 

 

Small Cities in Java, Indonesia 

of smallness and cityness to define small cities has mostly been applied to 

European, Canadian, Australian, and American small cities (Jayne 2010). These 

studies define small cities according to the distinctive way small cities survive 

and compete in national and global networks, which indicates the importance 

of the relational perspective in the study of small cities. 

Using Bell and Jayne’s (2009) approach to small cities, this dissertation 

will attempt to define small cities from a relational perspective. Smallness and 

cityness in this study are defined based on a small city’s position in relation to 

broader regional networks. Therefore, the challenges that the city has to deal 

with are perceived as resulting from not only the rapid growth and a lack of 

resources to deal with such growth, but also from collaborative relations with 

its surrounding regions which either intensify or reduce these challenges. In 

addition, population criteria are applied mainly to investigate the potential 

pressure of rapid urbanization on the city. 

 

1.3 Objective and research questions  

Small cities in Indonesia, particularly those in densely populated 

regions such as Java, provide excellent examples for research into the 

governance of small cities in developing countries. Small cities are 

experiencing rapid changes as a result of the decentralization policies of the 

last decade, and they face institutional problems similar to those of large 

metropolitan cities in Indonesia (see Miharja & Woltjer 2010; Hudalah et al. 

2010; Firman 2008). Small cities in Indonesia face intangible challenges, rapid 

physical growth and lack of basic services, which are also core problems in 

developing countries which hinder inter-generational equity. Unfortunately, 

small cities in Indonesia are still under-represented in urban studies and 

governance research. 

Taking into account the rapid physical growth and intense 

institutional changes that are occurring in small cities in Indonesia, 

particularly those in densely populated regions, the main objective of this 

study is to contribute to the academic debate on governance of small cities in 

developing countries. The main research question is:  

How are governance processes in small cities institutionally designed, given 

current contextual challenges, specifically for the case of Cirebon city, and its 

surrounding regions in Indonesia?  
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In this dissertation the issue of governance is studied from a 

sociological institutionalism perspective, in particular “the way that 

governance processes and policy meanings are produced through social 

relations”. Governance from the perspective of institutionalism is “the 

ensemble of formal and informal norms and practices through which 

governance processes are constructed, challenged, and transformed” (Healey 

2007a, p. 14). This definition reflects the challenges arising fro`m a city’s 

position in relation to peripheral regions in decentralizing Indonesia: small 

cities, together with their peripheral regions, have to develop the capacity of 

their local government by building relations, sharing knowledge, and 

mobilizing opportunities. In this process, the formal structure is as important 

as social relations for fostering consensus building and enabling the invention 

of a locally based process for knowledge, relations, and mobilization capital 

(Healey 2006, p. 283). In short, the two dimensions are keys to increasing the 

local government’s capacity to deal with current problems affecting small 

cities. 

This study investigates the extent to which the governance process of 

small cities has been able to transform the capacity of local government to 

achieve collective action. It examines how the capacity for collaboration has 

been initiated, developed and strengthened in the Indonesian context, as well 

as how such transformation has been hindered, decreased, or weakened by 

formal structures and social relations3 of the actors involved.  

For this purpose, the municipality of Cirebon was selected as a case 

study. Cirebon city was selected because the city and the surrounding regions 

can be said to be representative of small cities and the issues they face in 

developing countries. More importantly, by providing the “force of example” 

(Flyvberg 2006, p. 228), the case of Cirebon illustrates the necessity of 

addressing these issues. The urban growth challenges, the representativeness 

of Cirebon city as a typical small city in the context of the surrounding 

regions, and the city’s long experience of governance cooperation and 

institutional arrangement. These points will be discussed in more detail in 

Chapter 2.  To analyze the characteristics of governance required to deal with 

the challenges of urban growth, this study also examines a case the provision 

of a basic service in Cirebon – the provision of piped freshwater to Cirebon 

City. This case was selected because water resource management – provision 

                                                 
3 Social relations are a relational web among stakeholders through both formal relations and informal interactions that 
frame a system of meaning and capital (Healey 2006, p. 83-87) 
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of piped water in particular, and problems of governance in general – are 

known to be critical problems for developing countries (see among others, 

Anthony 2007; Bakker 2006, 2007; Bakker et al. 2008; Gleick 1998, 2000). 

This case of cooperation in Cirebon is typical of fresh water cooperation in 

Indonesia, particularly in Java (Bappenas 2011). By investigating the problems 

encountered in the provision of fresh water as well as cooperation in the 

management of fresh water resources, which is characterized by conflict 

between the small city of Cirebon and Kuningan District, this study can be 

held up as an example of challenges faced by small cities and of governance 

issues in developing countries.  

This dissertation’s main research question is divided into three sub-

research questions, with Cirebon city and its surrounding regions (Cirebon 

and Kuningan District) as the case study: 

1. What are the challenges that generate pressure on a small 

city’s capacity? How should its capacities be managed?  

2. What are the alternatives to formal arrangements to deal with 

a small city’s challenges? What regulations are involved and 

how do these regulations constrain or stimulate certain formal 

arrangements? 

3. What soft institutions constrain or stimulate the institutional 

capacity of actors involved in a small city’s governance? How 

may stakeholders’ capacities be transformed to deal with 

challenges such as urban growth and decentralization? 

 

1.4 Theoretical contribution 

This study aims to understand small city governance, its context and 

processes, from an institutionalist perspective. By adopting this perspective, it 

is expected that the bias common in studies of governance will be reduced, 

namely, the focus on large metropolises. This study also aims to address the 

question of smallness and cityness as it pertains to small cities in developing 

countries. To a lesser extent, this study also seeks to provide a more detailed 

analysis of the influence of culture, regulatory frameworks, and capacity 

development on inter-local government collaboration involving small cities in 

decentralizing Indonesia.  
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1.5 Structure 

This dissertation is organized into seven chapters:  

Chapter 1 Small Cities in Java Indonesia: An introduction. 

This chapter describes the background for the study, its position 

within the academic debate on small cities in developing countries, the 

objectives and research questions, the study’s theoretical contribution, and an 

overall outline of this thesis. 

Chapter 2 Research Methods: Qualitative case study  

This chapter explores the selected research methodologies and the way 

they have been applied in this research. Research methodologies include 

research methods, case study selection, data collection, sampling, and data 

analysis.  

Chapter 3 Challenges of Small Cities in Developing Countries: 

The case of Cirebon City, West Java, Indonesia 

This chapter aims to answer the first sub-research question. It begins 

by addressing the challenges of governance in small cities in the broader 

context of developing countries. This chapter also examines the ways in which 

the challenges of global urbanization, globalization, and decentralization 

policies are experienced in Cirebon City in the province of West Java in 

Indonesia. It first examines the extent of rapid urbanization in the case study 

and identifies the problems that are emerging as a result of these processes. 

Next, the same questions are applied to economic globalization and 

decentralization policies. The final section discusses and draws conclusions 

about the discrepancy between challenges faced by small cities and the capacity 

to deal with such challenges from a relational perspective.   

Chapter 4 An Analytical Framework for Small City Governance 

and Institutional Design  

This chapter proposes an analytical framework for investigating the 

governance of small cities in developing countries and collective action that 

should be taken in order to face the challenges discussed in Chapter 3. The 

definition of governance used in this study is discussed and this study is 

located among other studies on inter-local government collaboration. This is 

followed by a discussion of collaborative planning and analysis of governance 

in the development of inter-local government collaboration in small cities in 

developing countries. The first factor – the variations of formal structure and 
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its background as related to inter-local government collaboration – is 

explored, followed by the second factor, the concept of institutional capacity. 

Finally, the governance of small cities is analyzed.  

Chapter 5 Systemic Institutional Design for Urban Governance: 

Indonesia, Cirebon, and fresh water cooperation 

This chapter aims to answer the second sub-research question, by 

elaborating “the systemic institutional design or the enabling dimension of 

collaboration” between Cirebon city and Kuningan District.  Inter-local 

government collaboration on fresh water resources for Cirebon city’s piped 

water system, carried out in cooperation with Kuningan District encountered 

many challenges. To achieve this collaboration, the actors involved required 

not only the creation of institutional capacity to deal with institutional values 

emerging in decentralizing Indonesia, but also the support of formal 

structures, which we will call “systemic institutional design”. The formal 

structure and regulatory system, or systemic institutional design, is important 

because the lack of structure and systemic design will prevent inter-municipal 

cooperation and will favor one party over the other.  

This chapter investigates how cooperation is carried out within the 

current formal structure. Pros and cons of the current formal structure are 

discussed. Different possible formats of inter-local government cooperation in 

a newly decentralized Indonesia are described, and these are then linked to the 

theoretical discussion. Such an exercise will facilitate the identification of the 

model(s) of governance that will best suit inter-local cooperation, in particular 

Cirebon City and Kuningan District (discussed in Chapter 3).  

Chapter 6 Institutional Capacity: A case of cooperation between 

Cirebon City and Kuningan District 

This chapter seeks to answer the third sub-research question 

regarding institutional capacity. This chapter will analyze how the three 

variables (knowledge, relations, and mobilization capacity through the 

utilization of opportunities) contribute to institutional capacity in the 

management of fresh water resources for the city’s piped water system. The 

analysis focuses on the extent to which the development of each variable and 

the interrelations between them were able to transform the institutional 

capacity of local government actors in coping with the structuring forces. The 

structuring forces discussed in this chapter are the institutional values that 

influenced the actors involved.   
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Chapter 7 General Conclusions: Governance of small cities in 

decentralizing Indonesia, the case of Cirebon City 

The last chapter re-addresses the main points of the discussion of small 

cities in developing countries. These include: the concept of smallness and 

cityness of Bell and Jayne, the small cities big agenda of Cohen, small cities in 

decentralizing countries, and the potential for new forms of governance in 

small cities of developing countries. Next, this chapter combines the concepts 

of formal structure-regulatory system (systemic institutional design) and 

institutional capacity, as discussed in Chapters 4, 5, and 6. Chapter 7 offers a 

more general notion of transformations for small-city governance according to 

an institutionalist perspective, or in a broader sense, secondary city region 

involving a small city and regions surrounding it. This chapter also revisits 

the research questions, and closes with theoretical contribution of this study. 
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Chapter 2  

Research Method: Qualitative case study 

 

2.1 Introduction 

This exploratory study aims to identify the problems and institutional 

factors involved in the governance processes of rapidly urbanizing small cities 

under decentralization, and how their governance processes are institutionally 

designed. This study employs qualitative research with a case study, which 

allows analytical replications or generalizations within a theoretical 

framework. A case study approach is an appropriate method of research for 

this study because the phenomenon and context are barely distinguishable 

(Yin 2002, p. 13). The analytical framework incorporating potential 

transformation and institutional design allows for replication. 

This chapter is arranged in three main parts: general considerations 

regarding the selection of the research method, the case selection process, and 

data collection and analysis. 

 

2.2 Selected case study: Preliminary criteria 

In case study research, the selection of a case is fundamentally 

important. The choice of a case for study carries implications for several 

preliminary criteria of small cities that may be investigated later in the 

research. Yin (2002, p. 22) has discussed the criteria which are important in 

selecting an exploratory case study.  

The case selection criteria for this study included choosing a case 

which would reveal small cities’ unique potential, problems, and capacity, 

beyond generalized measurement or deterministic characteristics (Bell & Jayne 

2009). Approaching small cities from Bell and Jayne’s (2009) perspective, this 

dissertation emphasizes the selection process of a small city from the 

perspective of its relations with surrounding regions. This means that the 

challenges that the city faces come not only from the city’s own growth and 

lack of resources to deal with this growth, but also from the influence of the 

surrounding regions in contributing to or reducing challenges.  

Therefore, taking rapid urbanization as one of the important 

contextual challenges of small cities in developing countries (Cohen 2004, 
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2006), the preliminary criteria for selecting a case study are the potential 

pressure exerted by and presence of strong interrelations of urban growth 

between small cities and their surrounding regions, as indicated by the urban 

population growth. This not only includes the urban population growth of the 

city itself, but also the growth of the adjacent regions, criteria which support 

this study’s perspective on small cities as sites of dynamic flows of power, 

interests, and activities between the city and the surrounding regions. In 

addition to general considerations from the study of small cities, these criteria 

are also relevant to the specific phenomenon of urbanization in Java, Indonesia, 

which since the 1990s has tended towards decreasing urban population growth 

in small- and medium-sized municipal cities and increasing urban population 

growth in their surrounding districts – a process which has created a situation 

in which urban development activities and population concentrations are not 

only in the municipal cities (the core regions), but also extend into the adjacent 

districts (the peripheral regions). This process could potentially blur the 

administrative boundaries between core and periphery. Firman (2003) has 

brought attention to this trend, and the blurring of core-periphery boundaries 

is similar to the expansion of metropolitan regions which emerged in Asia in 

the second half of the twentieth century (McGee (1971) gives an account of 

this phenomenon). In the Indonesian context, particularly in Java, a typical 

population of a small city is less than 500 thousand. Based on Census 2010, 

there are 13 small municipal cities in Java, each surrounded by one, two or 

three districts. Most city-district regions exhibit the common trend of 

experiencing pressure from population growth in their surrounding regions; 

urban population growth in the adjacent districts is rapid while for the small 

city itself the population growth is lower (see Appendix). 

Cirebon City was selected as a case study because it is illustrative of 

the core-periphery, city-district relational challenges typically facing small 

cities in Indonesia. Cirebon City and its surrounding regions may also have the 

potential to represent by “force of example” (Flyvberg 2006, p. 228) issues that 

small cities in developing countries grapple with.   

Cirebon City is located between three important metropolitan regions: 

Jakarta, Bandung, and Semarang. The city is located on a major national 

highway, and so is at a crossroads for flows of people and activities between 

the three metropolitan regions. Moreover, Cirebon City is an important center 

for urban and regional development in the Ciayumajakuning region 

(comprising Cirebon district, Majalengka district, Kuningan District, and 
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Indramayu district), located in the western part of West Java Province. 

Cirebon City’s status as a center for regional economic development may 

provide a more nuanced picture of the position of a small city in relation with 

its surrounding region. The city also represents a typical small city in the 

context of growing surrounding regions. Cirebon City has been completely 

urbanized since 2000. Cirebon District, which surrounds the city, has also been 

rapidly urbanized, with its urban population increasing 76 percent between 

1990 to 2000 (see also Appendix). 

Cirebon City’s administrative position as the center of several districts 

is typical of other small cities around Indonesia. For this reason, it is likely to 

exhibit coordination issues similar to those of other small cities in developing 

countries. In addition the city has a long history of cooperation with the 

central government in matters of governance (see among others CUDP Report 

1992; BAPPENAS 2011; Ministry of Environment 2007). This was another 

consideration in selecting Cirebon for the case study, because of this study’s 

focus on the potential transformation of the governance process and the 

institutional factors involved. A report by the Swiss Agency for Development 

and Cooperation (2003, p. 2) mentioned that Cirebon is a city with “24 years of 

urban development experience”.  

In addition, despite being seemingly well-developed, Cirebon City’s 

small administrative area lacks any natural resources to support its growth. 

Because of this, it provides a typical example of a small city with a limited 

capacity undergoing the pressures of urbanization. A recent study even claims 

that the city has experienced “urbanization without development” 

(Tirtosudarmo 2013)   

After Cirebon City was selected as the case study, the first stage of 

fieldwork commenced. The main goal of the first period of fieldwork was to 

uncover the challenges that were exerting pressure on Cirebon City. Another 

goal was to obtain an indication of how the capacities that Cirebon possessed 

should be further developed. (Chapter 3, the first sub-research question). 

Another objective of the first stage of fieldwork was to identify the type of 

cooperation which determines institutional factors in the governance of small 

cities within a wider regional relational network.  
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Figure 2.1 Conceptual framework 
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In the first period of fieldwork, 20 individuals attended in-depth 

interviews. These were mostly representatives of middle-level local 

government agencies, academics, and representatives of communities (the 

types of respondents and reason for their selection will be discussed in the 

subsection on sampling method). The interviews revealed respondents’ 

opinions regarding urban growth and the development process, including how 

they dealt with the challenges on a daily basis. The questions were framed in 

the context of the situation both before and after decentralization. Following 

this, additional respondents were selected by snowball sampling. This was 

done so that views and information could be obtained from the major actors 

who had previously been involved in managing the urban growth and 

development process in the city and the surrounding region. 

The first fieldwork revealed that one of the most crucial problems of 

the urban growth and development process in Cirebon City and its 

surrounding regions and the most controversial cooperation effort was the 

fresh water cooperation between Cirebon City and Kuningan District 

(discussed in Chapters 5 and 6). The data gathered during this stage of 

fieldwork were reduced to the details of how the main driving forces have 

shaped the challenges to Cirebon City, which gave rise to areas of study in 
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future research. The cooperation between Cirebon City and Kuningan District 

was chosen as a focus. An interactive model of component data analysis (Miles 

& Huberman, 1994, p. 12) enabled the research to proceed to the next stage. 

Figure 2.2 shows the rationale for the study, with its implications for the 

research methodology.  

To confirm that this freshwater cooperation was the most suitable 

focus, several sources of information were crosschecked. The in-depth 

interviews provided the main source of information. These interviews 

confirmed that the city faced substantial challenges to providing clean water 

and to establishing a cooperation for freshwater resources. Other information 

was obtained primarily from examining the online archival records of local and 

national newspapers for the history and background of the cooperation, as well 

as from previous research, such as a doctoral study of the policy, and the 

calculation of the appropriate amount of the conservation fee to be paid to 

Kuningan District (Ramdan 2006). The triangulation of several data sources 

(interviews, newspapers, and previous studies) indicated that the cooperation 

between Cirebon City and Kuningan District for the provision of fresh water 

was an appropriate case for this study’s main inquiry. The appropriateness of 

this case study was further confirmed by a research report describing conflicts 

over cooperation for fresh water in several cities and their surrounding regions 

in Java (Bappenas 2011). In addition, many studies have stressed that fresh, 

clean water is one of the most important, and problematic, issues for cities in 

the developing world (see among others Anthony 2007; Bakker 2006; 2007; 

Bakker et al. 2008; Gleick 1998; 2000).  

 

2.3 Data collection, sampling, and data analysis 

Rigorous qualitative research requires multiple data sources to 

strengthen its conclusions (Yin 2011). Triangulation of data collection 

contributes towards a thorough research (Baxter & Eyles 1997). Yin (2003, p. 

15) has argued that case study research, in particular, can be based on mix of 

quantitative and qualitative evidence. As in selection of an appropriate case 

study, triangulation of data was implemented to explore each of the research 

questions in this study (see Table 2.2) 

In chapter 3, the triangulation method of data collection was used to 

investigate the extent to which rapid urbanization, economic forces of 

globalization, and decentralization policies impacted on the case study, and the 
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challenges that have emerged, the capacities required for responding to the 

challenges, and the development and deployment of the necessary capacities to 

deal with the effects of decentralization. The data used in Chapter 3 is both 

quantitative and qualitative.  

First, in-depth interviews were conducted with local government 

actors and academics. The data from the interviews was used to analyze how 

the three phenomena (urbanization, globalization and decentralization) 

developed in this context and to what extent they created challenges for the 

various capacities of Cirebon City. These interviews were especially important 

for understanding the process of urbanization and the effects of 

decentralization policies and increased regional autonomy on the city and its 

relations with the adjacent districts. The interviewees selected during the first 

stage of fieldwork were mainly local government actors from the regional 

planning and coordinating agency, both in Cirebon district and Cirebon City.  

Second, this study drew on several sources of statistical data to 

illustrate the process of urbanization and the economic forces of globalization 

more clearly. The statistical data used were taken from Census 1990, 2000, and 

2010; Village Potency 1990, 2000, 2005, 2008, and 2011; Municipality of 

Cirebon in Figures 2000, 2005, 2009, 2010, 2011; Cirebon District in Figures 

2009; Data on Investment of West Java Province provided by the website of 

BKPMD (Badan Kerjasama Penanaman Modal Daerah) or West Java 

Investment and Promotion Coordination Board; and Regional Financial 

Statistics of West Java Province, 2008-2012. The statistical data from the 

Censuses and Village Potency were used to reveal the process of rapid 

urbanization and its challenges to the city and its surrounding regions, as 

discussed in section 3.2. The statistical data from the Municipality of Cirebon 

and Cirebon District in Figures were used to explore the provision of basic 

urban services in the city and its surrounding district. Data on investment and 

Regional Financial Statistics were used to analyze the economic forces or 

interconnectedness at work in Cirebon City and accompanying challenges, as 

discussed in section 3.3.  

Third, field observation was carried out in Cirebon City and its 

surrounding regions. The field observation was conducted in several areas of 

rapid urbanization surrounding the city, and in the city’s main train station, 

one of the main connections between the city and the metropolitan regions, to 

examine the flows of people to and from the city at the peak season. This was 

done to identify the most urbanized areas around the city, and to observe the 
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micro-level features globalization. Information gathered from newspapers 

concerned regional economic development planned for the city and 

surrounding district as well as the effects of globalization on Cirebon City and 

on those living in and around the city.  

Chapter 4 mainly concerns literature search, summary, explication, 

and structuring (Flick 2006, p. 313) of previous studies of formal governance 

arrangements and institutional capacity. This chapter summarizes the various 

formal governance arrangements and the approaches for implementing such 

arrangements. It also provides the most common reasons for selecting certain 

arrangements over others, and discusses the generally accepted models of 

formal governance arrangements based on previous studies. The study of 

institutional capacity was also carried out at this stage. Institutional capacity 

was examined in the context of formal governance arrangements by clarifying 

the various concepts relating to institutional capacity and its 

operationalization variables, and by structuring its operationalization 

according to the analytical framework.  

Chapters 5 and 6 used qualitative data collected in the second period of 

fieldwork. This stage of fieldwork focused on the interlocal government 

cooperation for fresh water resources between Cirebon City and Kuningan 

District. This period of fieldwork was also used to reconfirm the sub-research 

question concerning the effect of decentralization policies and increased 

regional autonomy on the relations between Cirebon City and its surrounding 

districts – in this case, Kuningan District.  

To investigate the regulatory systems and formal structure of the 

collaboration, and the institutional capacity, Chapters 5 and 6 employed data 

from in-depth interviews with national, provincial, and local government 

actors, community members and representatives of non-governmental 

organizations (NGOs). In addition to interview data, these chapters examined 

and discussed previous studies, policy documents, letters, memos, and research 

reports relating to the ILGC between Cirebon City and Kuningan District. 

Several national and local newspapers were also used to deepen the 

investigation into the two dimensions of the collaboration: the formal structure 

and regulatory systems, and the institutional capacity. 

During the two periods of fieldwork, participants for the in-depth 

interviews were selected based on the purposive sampling method and 

snowball sampling. As Miles and Huberman (1994, p. 27) argue, samples in a 
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qualitative study are not wholly prespecified and can evolve once fieldwork has 

begun. Purposive sampling is sampling involving a series of strategic choices 

about where, how, and with whom the research is carried out. 

 

Table 2.1 Data 

Chapter Context/Phenomenon to 
be examined 

Triangulations of 
data used 

Details of statistical 
data used 

3 The problems or 
challenges of 
decentralization, 
urbanization, and economic 
force of globalization in 
Cirebon City, the capacities 
needed, and how these 
capacities should be 
achieved and developed 

Secondary data: 
statistical data 
and newspaper 
reports 

Primary data: 
interviews and 
field observations 

Census 1990, 2000, 
and 2010 

Village Potency 
1990, 2000, 2005, 
2008, and 2011 

Municipality of 
Cirebon in Figures, 
2009; Cirebon 
District in Figures, 
2009 

Data on Investment 
of West Java 
Province 2011, 2012, 
2013 

Regional Financial 
Statistics of West 
Java Province, 2008-
2012. 

 

4 Analytical framework  Summarizing, explicating, and 
structuring models, background, 
governance and is concepts, and 
operationalization of institutional 
capacity, based on previous studies.  

5 Alternative institutional 
arrangements from 

systemic institutional 
design (enabling 

dimension) 

Primary data: In-depth interviews with 
national, provincial and local government 
actors, combined with interviews with 
representatives of NGOs, and community 
members  

Secondary data: government regulations, 
national and local newspapers, and 
previous studies on interlocal 
government cooperation in Indonesia 
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6 Alternative institutional 
arrangements from 

institutional capacity 
(generative dimension) 

 
 

Primary data: In-depth interviews with 
national, provincial and local government 
actors, combined with interviews with 
representatives of NGOs, and community 
members  

Secondary data: memos, minutes of 
meetings, research reports, and national 
and local newspaper reports 

 

By using the purposive sampling method, the sample has to be 

connected to the objectives of study, which means that the sample has to be 

specific to the issues being studied. Sampling is carried out to have more 

complete overview of institutional arrangements, social interaction, and 

interrelations between owners and users resources. The number of participants 

is not defined in advance. However, the sampling process ended once the 

interview results reach saturation in which no new information emerges. 

During the fieldwork, the researcher discovered prospective interviewees from 

people who knew other people with relevant information (Miles & Huberman 

1994, p. 28), that is, the snowball sampling method. The snowball sampling 

method was intended to gather information to achieve saturation.  

The first stage of fieldwork, as already mentioned, investigated the 

process of urbanization, the influence of decentralization policies and increased 

regional autonomy, and the ongoing process of globalization vis-à-vis the city 

and its relational position in the wider regional networks. During this first 

period of fieldwork, the researcher collected data to analyze how these three 

driving forces (urbanization, decentralization and globalization) created 

challenges for Cirebon City. Given the inter-jurisdictional coordination 

involved, the initial interviewees in this stage of the fieldwork were local 

government actors. The respondents were mid-level actors from the agency 

for regional planning and coordination, from both Cirebon district and Cirebon 

City. This agency is responsible for planning and coordinating urban 

development at the local level. The selection of interviewees continued using 

snowball sampling, and included academics, community representatives, 

government actors from the Regional Coordinating Agency for 

Ciayumajakuning Region (BKPP Region III), and local government actors 

from the local public works agency. The number of people interviewed during 

the first period of fieldwork was 20. 
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During the second period of fieldwork, the researcher interviewed 

multilevel government actors, since the freshwater cooperation involved 

multiple levels of government. The number of people interviewed at the 

second stage of fieldwork is 34. 

At the central government level, the interviewees were officials from 

the Directorate General of Water Resources Management in the Ministry of 

Public Works. Interviewees from the provincial government level came from 

the Provincial Secretariat, a division for cooperation between local 

governments. Interviews were also conducted with representatives from two 

vertical institutions: the national park authority Gunung Ciremai (TNGC), 

and the Central River Region Agency (BBWS) Cimanuk Cisanggarung. At the 

local government level, interviewees included: representatives of PDAM (a 

local government corporation responsible for supplying piped water), 

including the advisory board of PDAM Cirebon City; representatives of local 

government agencies for planning and cooperation; representatives of several 

divisions of the local secretariat; representatives of the local agency for water 

resources management and mining; and the Bupati of Kuningan District. The 

Head of Region III BKPP Ciayumajakuning (Agency for Regional Cooperation 

Ciayumajakuning Region) was also interviewed, along with several community 

representatives from Paniis and Singkup villages, including some from NGOs 

focused on environmental issues.  

As in the first phase of fieldwork, not all interviewees were previously 

determined. The number of respondents grew throughout the fieldwork, 

following information provided by previous interviewees. The total number of 

people interviewed during the second stage of fieldwork was thirty-four. The 

in-depth interviews used open-ended questions. The interview results were 

analyzed in several steps using a coding standard for qualitative data analysis 

(Miles & Huberman 2004, pp. 69-104), which referred to the important aspects 

of the formal governance arrangements, and the operationalization variables of 

institutional capacity. 
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Chapter 3 

Challenges of Small Cities in Developing Countries: The 

case of Cirebon City, West Java, Indonesia 

 

3.1  Introduction 

In continuing international academic debate on the small city, the 

concept of a small city remains relative, with no agreed definitions. In addition, 

there are different opinions regarding the importance of a small city and 

prominent studies about small cities are scarce; in other words, the 

characteristics of the global metropolis dominate the mainstream of urban 

studies (Bell & Jayne, 2009). Given the lack of research on small cities, scholars 

have called for more studies on small cities. Small cities in developing 

countries have been dealing with substantial challenges in their efforts to 

achieve sustainable development (Anthony 2007; Cohen 2004, 2006; Owusu 

2004; Unsal 2004). Veron (2010) has suggested that small cities may have 

specific characteristics of urban governance. However, this theme still needs to 

be researched, especially in the case of developing countries (Veron 2010).  

Previous studies have also indicated that it is essential to identify and 

to analyze the challenging contextual environment in which the small cities 

find themselves. Such contexts will determine not only what particular 

capacities are important, but also the way small cities develop those capacities. 

In addition, from earlier debates it is clear that the challenging contexts have 

been shifting and developing over time, making it important to know how and 

why certain contextual circumstances create critical challenges –  for which 

small cities, in which period, and in which geographical areas (see among 

others, Bell & Jayne, 2009, Cohen, 2004, 2006, Rondinelli, 1983a, 1983b, 

1983c, 1986; Tacolli, 1998; Titus, 1992-1993;  Titus & Hinderink, 1998, 2002; 

van der Wouden, 1997; van Teeffelen, 1998; van der Post, 1998, Veron, 2010). 

It is also important to recognize what kind of capacity is necessary for small 

cities in order to deal with the challenges arising from their particular context. 

For most developing countries, the contexts which critically affect the 

sustainability of a small city are: (1) a rapid urbanization process that starts to 

affect smaller cities; (2) a sudden change in policy from centralization to 

decentralization; and (3) the influence of economic forces such as globalization. 

These three factors will produce different outcomes when they occur in small 
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cities and in global metropolises. For this reason, the response of small cities 

to these three contextual factors is important so that they can maintain 

growth, develop their local potential and fulfill their basic needs in a 

sustainable way. Therefore, the main objectives of this chapter are to examine 

the role of these three factors as discussed in the general literature, and how in 

particular they create challenges for the city of Cirebon, and the type of 

capacity that should be developed in order to deal with those challenges. 

Specifically, this chapter examines in which particular ways rapid urbanization, 

globalization, and decentralization are taking place and in what ways they 

challenge Cirebon City’s specific capacities. Figure 3.1 proposes a framework 

to conceptualize the three driving forces in the case study.  

 

Figure 3.1 General challenges of small cities in developing countries 

 

 

                                                                                                                                         
                                                                                                                                            

                                                                                                                                                                   

         

  

                                                                                                            

 

 

 

 

 

 

Following the introduction, this chapter consists of four parts. The 

first section will examine the extent to which rapid urbanization processes 

appear in our case study, and what challenges are emerging following the 

process. The second and third sections discuss the same notion with regard to 

globalization and decentralization. The last section will provide some 

discussion and conclusions regarding the gap that exists between capacity and 

challenges from a relational perspective. Figure 3.1 proposes a framework to 

elaborate the three driving forces that challenge and test the Cirebon City’s 

capacity.  

 

Exerting influence 

Capacity to 
meet challenges 

Decentralization 
policies 

Economic forces 
of globalization  Rapid urbanization 

Small cities 

What specific capacity has to be improved? 
How should the specific capacity be achieved? 
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3.2  Rapid urbanization in developing countries and in Java, Indonesia  

As mentioned in Chapter 1, small cities in developing countries are 

expected to grow most rapidly as a result of urbanization. Cities with fewer 

than 500,000 inhabitants have played an important role, both in more and less 

developed regions. During the period 2009-2025, it is expected that such small 

urban centers will accommodate 45 percent of the predicted increase in world 

urban population (UN 2010). Based on 2009 data, less developed regions 

accommodated 51.4 percent or more than 1.25 billion urbanites in cities with 

fewer than 500,000 inhabitants. The total urban population then was 2.5 

billion out of a total population of 5.6 billion. This number is expected to keep 

growing up to 2050 (UN 2010).  

This demographic aspect poses substantial challenges to developing 

countries as they wrestle with rapid urbanization, especially in small cities. It 

is widely known that the process in developing countries is unique and 

considerably more challenging compared to that of developed countries. First, 

the pace of urbanization is not gradual (McGee 1991; Henderson 2002). For 

example, the Republic of Korea took just 20 years to be 75 percent more 

urbanized; Brazil took 30 years, while America took 90 years. Second, the total 

urban population is considerably higher (Drakaksih-Smith 1980). Third, the 

fast pace of urbanization and large urban populations cause enormous 

problems, for example, how to deal with underdeveloped instruments so as to 

facilitate efficient urbanization (Henderson 2002), a lack of capacity to manage 

a very costly urbanization process which takes into account social, economic, 

and environmental aspects (Linn 1982; Seto et al. 2010), and the lack of 

services and poor governance (Annez & Linn 2010).  

As important components of this rapid and challenging urbanization 

process, small cities face extensive problems. UN Habitat (2006) maintains 

that the problem of providing adequate basic services in small urban centers is 

a major obstacle in achieving the Millennium Development Goals. It is argued 

that difficulties in providing such services in small urban centers are due to 

weaker local governments, fewer economies of scale in infrastructure and 

management, and less capacity to pay (UN Habitat 2006). Because of such 

substantial weaker capacities, compared to that of big cities, many core urban 

problems will also be found in small cities, and can be even more problematic 

(Annez & Linn 2010; Cohen, 2006). The phenomenon of small cities 

experiencing rapid urbanization but lacking the capacity to deal with attendant 

problems and issues is described by Cohen (2006) as “small cities, big agenda”. 
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In the same vein, Annez and Linn (2010) argued that the “distinctive 

institutional challenge of small cities” will be an important item of research in 

the very near future.  

The geographical focus of this research is Indonesia, in particular the 

island of Java. One important reason is that Indonesia is one of the 25 

countries in the world with the largest urban population, as well as being the 

fourth most populous country in the world (UN 2010). Within the Indonesian 

context in general, the urbanization process is also unique, substantially 

challenging, and presents extensive problems. The process is mainly 

characterized by extended urban formations with a rural-urban character and 

the disparity of service provision between the city and its periphery (McGee 

1971, Firman 2003, see also Schulte Nordholt 1995, p. 193). Moreover, urban 

areas with fewer than 500,000 people have started to occupy an important 

place in Indonesia’s rapid urbanization process. According to the latest census 

of 2010, approximately 76.7 percent of the Indonesian urban population (83.45 

million out of 108.83 million) lived in cities with a population fewer than 

500,000.  

Java occupies a prominent position in Indonesia’s urbanization. First, 

Java is the most populous island in Indonesia. It has 7 percent of the total land 

area in Indonesia but 57 percent of the total population - 136 million out of 

237 million. Second, Java has the highest share of Indonesia’s urban 

population: 79 million (69.8 percent) out of 118 million. Third, the distribution 

of population in Java is characterized by an accumulation of urban population 

concentrated in its small and medium cities. Of the 79 million urban population 

living in Java, 65 percent live in urban areas with fewer than 500,000 

inhabitants (Census 2010).  

Concerning the rapid urbanization process and the character of the 

increased urban population in smaller urban centers, Firman (2004) showed 

that there was a tendency for a decreasing growth in the urban population of 

Indonesia’s small and medium municipal cities. This tendency is combined 

with a trend evident since the 1990s toward increasing urban population 

growth in the districts surrounding small and medium cities. Undoubtedly, 

these processes have also created conurbations, in which urban development 

activities and urban population concentration are found not only in the 

municipal cities, as the core region, but also the adjacent districts of such cities 

in the peripheral region. The process blurs the administrative boundaries of 

the core and periphery. The pattern as explained by Firman (2003) and the 
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blurred core-periphery boundaries are similar to the formation of extended 

metropolitan areas in Asia which emerged in the second half of the twentieth 

century (suggested by McGee 1971). 

Furthermore, according to Schulte Nordholt (1995), the urbanization 

process in Java is a “spontaneous transformation of rural villages into small 

urban centers”. Such small urban centers in rural areas were not formally 

prepared and planned to become urban centers. Therefore, the development of 

small urban centers in Java is considered primarily as a spontaneous process of 

transformation of rural areas into more urbanized areas on the outskirts of 

established municipal cities. This kind of transformation is reflected through 

the presence of urban indicators and urban activities, as well as formal 

residential areas in a densely populated region. The presence of market-

induced urban activities and formal residential areas is not always linked to the 

economic activities of local people.  

In addition, because of spontaneous transformation, the growth in 

urban activities and urban population in the surrounding regencies of 

municipal cities in Java is not always followed by the provision of appropriate 

basic urban infrastructure, facilities, and services. Therefore, many of Javanese 

municipal cities show a pattern of extensive growth, with a spatial disharmony 

in terms of concentration of urban services in the municipal cities, as compared 

with the formally planned cities, resulting in fewer services in the small urban 

centers in the surrounding regions of the city. Such a pattern of urbanization 

and level of service provision are becoming notable characteristics of 

urbanization in Java. Such municipal cities are expected to face challenges 

mainly related to the capacity to provide adequate basic urban services (see 

Schulte Nordholt 1995). 

However, the challenge to providing adequate services is not only 

problematic for the small urban centers in the surrounding areas of municipal 

cities themselves. It is also challenging for small municipal cities to function as 

core regions because of rapid urbanization and limited natural resources. In 

this situation, the problems sometimes imply not only the need to improve the 

local technical and financial capacity of a city itself, but more importantly, the 

issues make it necessary for a city to develop the necessary capacity for 

coordination and collaboration as well as for their surrounding regions to be 

willing to participate. In terms of local capacity itself, a review of the current 

literature shows that rapid urbanization and local capacity are inherently 

linked (Hudalah et al. 2013; Woltjer 2014; Zul Fahmi et al. 2014). 
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The following subsection moves on to the particular case of Cirebon 

for a deeper understanding of the link between rapid urbanization and the 

specific capacity that a small city requires. We examine how urbanization 

creates challenges for the city, and we identify capacities that are important for 

dealing with the challenges (Figure 1).  

3.2.1  Factors responsible for urbanization in Cirebon 

In order to analyze the challenges of urbanization which a city faces, 

and to link the challenges of urbanization to specific capacities which have to 

be developed, this sub- section investigates factors that might be involved in 

the city’s urbanization process as well as the pressure resulting from 

urbanization.  

The city of Cirebon is located at the center of the Karesidenan4 of 

Cirebon (Figure 3.2). The Karesidenan of Cirebon is now called 

Ciayumajakuning Region. It consists of five local administrative regions, 

namely Cirebon City, Cirebon District, Majalengka District, Indramayu 

District, and Kuningan District. More precisely, Cirebon City is surrounded by 

Cirebon District, an area occupying 900 km2. As its hinterland, it is influenced 

by urban development in Cirebon City and vice versa.  

As mentioned briefly in the Introduction, Cirebon City lies in a 

strategic location at the node of transport between West Java, Central Java, 

and three critical metropolitan regions in Java: Bandung Metropolitan Region 

(BMR), Jakarta Metropolitan region (JMR), and Semarang Metropolitan 

Region. Two main national roads connecting the provinces of West and East 

Java also cross the city. Initially, as a port city, the early development of 

Cirebon was strongly influenced by its interconnectedness to international 

economic networks. The port of Cirebon grew very fast and became the fourth 

biggest port in Java after Batavia, Surabaya and Semarang in the early 20th 

century (Sigit 1994). Several factors played a role in such rapid development. 

Geographically, the port was in a strategic position for exporting many 

commodities produced in its hinterland. Politically, the Dutch colonial 

government designated the port a free port, which means that both 

government and private sectors were able to use the port for trading activities. 

The colonial government also implemented the cultuurstelsel (plantation policy) 

                                                           
4 A Karesidenan/Residency (regentschap) was a division of an administrative region in a province during the Dutch colonial 
era in Indonesia, and later at the time of Indonesian independence until the 1950s. A Karesidenan consists of several 
regencies. A Karesidenan was established in a province with a large population. Karesidenan was headed by a Resident, the 
position under the Governor-General, who in the Dutch colonial era ruled on behalf of the King or Queen of the 
Netherlands. 
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in its hinterland and implemented the liberal economic system that boosted the 

flow of trade through the port of Cirebon (Sigit 1994). 

For centuries, the existence of the port of Cirebon provided many 

benefits for the city’s regional infrastructure and its interconnectedness to 

international, national and regional economic networks. Because of its 

historically important function, Cirebon has long been equipped with quite a 

good physical infrastructure (Sigit 1994). For example, there is a piped water 

distribution network, road and railway system, as well as an integrated 

sewerage and sanitation system. For some specific cases, such as the piped 

water distribution system, the network services have been extended to include 

some small urban centers in Cirebon District adjacent to the center 

(Interviews in 2010). 

However, the interviews confirmed that Cirebon port no longer holds 

as important a role as it once did, specifically for international trade. Loading 

and unloading of goods in the port decreased during 2009 to 2010. The 

volume of export is very limited; there was even zero export during 2006-2008 

and in 2010. The volume of imports into the port was a little better during the 

same period. Interisland trade now plays a more dominant role in the loading 

and unloading of cargo in the port of Cirebon (BPS Cirebon City 2011). 

Interviews further suggested that the port is now perceived by key local 

government official as placing more burden on the city in terms of 

maintenance costs, instead of offering benefits in raising local income. 
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Figure 3.2 Location of the city of Cirebon  

 

 

Furthermore, the adequate provision of services and the infrastructure 

of the city have also been affected by the previous urban planning practices in 

Indonesia. As also applied in many other developing countries, Indonesia 

adopted the “growth pole theory” in its regional development policy 

(Hinderink & Titus 1998). It focused on municipalities as a center for the 

development process. The policy favoured cities, mostly municipalities at that 

time, as the primary target for regional development. These were intended to 

be the center for the trickle-down development of their surrounding regions. 

Therefore, the provision of relatively well-developed urban infrastructure and 

services from the colonial era was continued, with the previous development 

policy focusing on municipalities. In this sense, the regencies around the 

municipality were never adequately prepared to deal with the forces of growth 

and change that come from regional urbanization (see Dharmapatni & Firman 

1995, p. 313). This was especially true for the changes occurring on the scale 

experienced over the last two decades by the peripheral areas of small cities in 

Java such as Cirebon. The regional urbanization of the Cirebon region has 

significantly transformed and urbanized the social and economic life of the 

peripheral area.  

Cirebon City has been granted an important function in the national 

urban system and the regional economic development of the province of West 

JMR 

BMR Semarang Metro Region 

Cirebon 
City 
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Java. According to the Indonesia National Structural Plan 2008 (RTRWN-

Rencana Tata Ruang Nasional), the city, together with Cirebon District, has 

been targeted as one of the centers for national development activities (PKN - 

Pusat Kegiatan National). Based on the Spatial Plan of the West Java Province 

2009-2029 (RTRW-Rencana Tata Ruang Wilayah), Cirebon City is nominated 

as the center for national development activities. The aim of the scale of 

activities is to stimulate international, national, and provincial development. 

The criteria for determining a center for national development is an extensive 

urban area with a high potential for expansion, based on several factors such as 

its potential to stimulate growth in the surrounding area, its status as a center 

of financial services with national coverage or across several provinces, the 

central processing or collection of goods at the national or provincial level, a 

transport node with national significance or covering several provinces, and 

the provision of central  government services and other public services at the 

national and provincial level.  

Some important economic activities and financial services indicate the 

potential reach of the city of Cirebon within the national and across provincial 

(economic) networks. For example, located in Cirebon City is one of the 41 

branches of the Central Bank of Indonesia. Apart from the branch of the 

Central Bank of Indonesia, 30 other private and state banks are also located in 

the city (BPS Cirebon City 2011). Cirebon City’s two regional markets, 

Kanoman market and Jagasatru market, collect and supply goods across 

provinces and cities outside the Ciayumajakuning Region. For example, rice 

from Kudus, a province in East Java is sold at Kanoman and Jagasatru markets 

which supply not only the Ciayumajakuning Region but also the rice market of 

Cipinang in Jakarta. The markets also sell agricultural products from Brebes, 

in the province of Central Java, and from the Caringin market in Bandung, 

West Java, and supply rice to the Ciayumajakuning Region. In addition, the 

city also provides coal for industrial activities in two of the most important 

Indonesian metropolitan regions, the JMR (Jakarta Metropolitan Region) and 

the BMR (Bandung Metropolitan Region). The main economic sectors of the 

city are the processing industry, trade, and services (electricity, gas, and piped 

water). More than 60 percent of the city’s laborers work in the trade, 

commercial (hotels and restaurants) and service sectors (BPS Cirebon City 

2011). 

In short, Cirebon City possesses a combination of strategic 

geographical position and excellent accessibility, the availability of adequate 
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infrastructure and services, as well as a historically important function and the 

potential for further integration into national and regional economic networks. 

It acts as a magnet attracting the flow of capital, people, trade, goods and 

services.  

3.2.2 The pressure of urbanization in the city of Cirebon  

This sub-section investigates the extent to which rapid urbanization in 

Cirebon City is creating challenges for the city, such as expanding urban area, 

spatial disharmony between the core and periphery, and the increasing need 

for a better provision of public services, and how those challenges are linked to 

the particular capacity needed.  

According to the latest Census from 2010, the city of Cirebon had a 

population of nearly 300,000. Within an area of 38km2, therefore, its 

population density on average was nearly 8000 people/km2. The current range 

of density among its districts is between 5,411 persons/km2 (Harjamukti 

subdistrict) to 22,871 persons/km2 (Pekalipan subdistrict). Population growth 

for the last 30 years is around 30 percent, which means an average population 

growth of 1 percent per year. The city population was 223,504 inhabitants in 

1980, and it reached 296,389 inhabitants in 2010. Even though there is no 

official count yet, some interviewees believe that the day population count of 

the city is nearly four times higher (nearly 1 million people), compared to its 

night population. The level of urbanization has already reached 96 percent 

since 1990, and the city has become fully urbanized since 2005.  

Moreover, Cirebon District, with an area of more than 900 km2, has 

started experiencing a rapid urbanization process in the 1990s (Census 1990). 

This is especially the case in urban areas located next to Cirebon City (Village 

Potency 1990). This phenomenon is in line with Firman (2004), who has found 

that there is a trend of decreasing urban population growth in the core area of 

metropolitan areas in Indonesia as well as in small to mid-sized municipal 

cities. This trend coincides with a tendency for increasing urban population 

growth in the surrounding districts seen since the 1990s. However, in the case 

of Cirebon City, its urban population growth has continued to increase 

slightly, while urbanization continues to extend into peripheral areas (Census 

1990 and Village Potency 1990).  

Furthermore, the statistical data in Table 3.1 shows the extended 

urbanization of Cirebon City as the core, into the small urban centers in areas 

bordering the city in Cirebon District. Table 3.1 indicates the expansion of 



40 

 

 

Challenges of Small Cities in Developing Countries 

“the core urban agglomeration’’ over time, referring to urban areas formed as a 

result of the growth of Cirebon City and the other urban areas. The expanded 

urban areas refer to small urban centers surrounding the city that are part of 

several subdistricts (kecamatan) in Cirebon District. In 1990-2000, seven 

subdistricts were adjacent to the city: Astanajapura, Beber, Cirebon Selatan, 

Sumber, Weru, Cirebon Barat, and Cirebon Utara. In the period 2000-2010, 

Cirebon District was divided and expanded into 40 subdistricts. There were 

previously 21 subdistricts. During this process, the “seven subdistricts next to 

the city” were split into 12 subdistricts. Those 12 subdistricts are Mundu 

(formed from Astanajapura), Beber, Greged and Talun (formed from Beber), 

Tengah Tani and Kedawung (formed from Cirebon Barat), Weru and Plered 

(formed from Weru), Plumbon and Depok (formed from Cirebon Barat and 

Weru), and Gunung Jati (formed from Cirebon Utara), and Sumber (the capital 

of Cirebon District). 

Table 3.1 shows that the urban population in those subdistricts 

contributes substantially to the growing level of urbanization for Cirebon 

District as a whole. The most recent data from the Monograph of Village 

Potency 2011 show that the urban populations in those subdistricts 

contributed nearly 40 percent, out of 75 percent, to the current level of 

urbanization in Cirebon District. This indicates that people prefer to living in 

places bordering the city. Based on observation combined with Google map 

images, urban areas on the fringes have merged with Cirebon City. In this way 

the administrative boundaries between the two local administrative areas have 

blurred. The data indicate that the city of Cirebon has been increasing its 

influence on its surrounding region, in particular Cirebon District, acting as a 

magnet for urban development. Table 3.1. clearly shows that the surrounding 

areas of the city have undergone urban expansion.  
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Table 3.1 Extended urbanization of the city  

          1990           2000            2010   

  Pop LoU   Pop 

   

LoU   Pop LoU   

CIREBON 

CITY 254,477 96%   272,263 

   

96%   296,389 

 

100%   

  1990        2000           2011   

  

Urban 

pop * LoU 

Urban 

pop * LoU 

Urban 

pop * LoU 

CIREBON 

DISTRICT 595,537 37% 36% 658,172 38% 35.7% 1,636,467 39.4% 75% 

 

SUBDISTRICT  

  

  

  

  

  

  

NEXT TO 

THE CITY  219,843 

 

   251,080 

 

  644,212 

 

  

   

Total 

Pop **   

Total 

Pop **   

Total 

Pop **   

CIREBON 

DISTRICT 1,649,428 26%   1,843,096 27%   2,167,100 34%   

        

 

  

SUBDISTRICT 

NEXT TO 

THE CITY 

 

431,390    489,476    743,858     

Source: Census 1990, 2000, 2010 combined with calculation of Village Potency 1990, 2000, and 
2011. 
*Contribution of urban population in the subdistricts next to the city to total urban population 
of Cirebon District 
**Contribution of the total population in the districts next to the city to the total population of 
Cirebon District 
LoU: Level of Urbanization (Urban population to the total population) 

 

Cirebon District itself has been growing as a rapidly urbanized 

periphery. The built-up areas have mainly developed on the western border of 

subdistricts next to the city. The area keeps on expanding and the same 

pattern is repeated in the southern and eastern border areas (Figure 3.3). Table 

3.2 explains the type of agglomeration and rapid urbanization in Cirebon 

District, while Figure 3.3 provides an illustration of the same processes. In 

general, the table shows that the urban agglomerations in Cirebon District are 

increasingly growing eastwards and westwards. This tendency can be seen 

more clearly by comparing levels of urbanization of Cirebon District in 2008 

and 2010 (Tables 3.1 and 3.2). The level of urbanization of Cirebon District 

has increased by nearly 20 percent, from 56 percent to 75 percent (see Table 

3.1 and Table 3.2) in two years.  
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After indicating the extent of urban expansion (Table 3.1 and Figure 

3.3), this section continues by analyzing the process through which 

interactions among actors might have influenced this trend. Interviews were 

conducted mainly with local government officers and academics.  

 

Table 3.2 Share of urbanization in the Cirebon Region (city and district) 

in 2008 

Source: Village Potency 2008 

 

The interviews (2010) informed us that the push to extend 

urbanization occurred in the early 1980s. In the 1970s it had already been 

predicted that the district would undergo strong growth, especially 

westwards. The prediction was based on three factors. First, there was the 

attractiveness of the city itself. Second, there was the accessibility of the 

western part of Cirebon Region (city and district) to two important 

metropolitan regions in Java, the Bandung Metropolitan Region (BMR) and 

the Jakarta Metropolitan Region (JMR). The third factor was the developing 

indigenous economic activities, mainly the Batik Cirebon and rattan home 

industries (Interviews with Academics and Cirebon City officials in 2010). For 

these reasons, the land on the western border of the city, previously owned by 

the local government, was earmarked for the provision of social services, 

including a cultural center, greenery, and government offices. The aim then 

was to prevent the projected urban expansion and to keep investments in the 

city (Interviews with Academics and Cirebon City officials in 2010). 

 

Agglomeration typology 

Urban 

population 

Urbanization 

share 

Rural 

population Total 

The Core - Cirebon City 284,760 12% 0 284,760 

Westward 808,876 33% 452,659 1,261,535 

Eastward 388,563 16% 501,192 889,755 

Cirebon Region/Level of 

urbanization 1,482,199 61% 953,851 2,436,050 

Cirebon District/Level of 

urbanization 1,197,439 56% 953,851 2,151,290 



43  

 

 

Challenges of Small Cities in Developing Countries 

Figure 3.3 Built-up areas in the Cirebon Region (city and district) 1990-

2009

 
 

 

The core urban 
agglomeration 

12 Subdistricts 
next to the city 

The westward urban 
agglomeration 

The eastward urban 
agglomeration 
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However, the interviews revealed that in fact things panned out 

differently. A big regional commercial center, “Grage Mall”, was built on the 

western border of Cirebon City. The land, which was previously owned by the 

city, was sold to the private sector. From the interviews, it was clear that rapid 

urbanization in the border area was expected. The construction of a 

commercial center on such a scale on the border between the city and 

periphery was predicted to play a significant role in stimulating the 

development of commercial and service sectors, including large hotels and 

hypermarkets. Because of good connections between Cirebon City and 

bordering areas as well as with two main metropolitan regions, rapid 

urbanization was expected. Thus the whole story of urbanization in Cirebon 

(city and district) indicates that the big mall and new centers of commercial 

and business activities on the western border area of the city were one of the 

triggers for the urban corridor developing in a westward direction along the 

regional road to Jakarta and Bandung. However, government officials tend to 

attribute physical development to market mechanisms (Interviews with 

Cirebon City and Cirebon District officials in 2010).              

Moreover, it emerged from the interviews that another influential 

factor was the policy of the Cirebon City in the 1980s to focus on the market 

for car and motorcycle spare parts in only one particular area. Due to this 

policy, many spare-part traders, who generally did not agree with the policy, 

preferred to move their trading activities to other parts of Cirebon District, in 

particular Tuparev, the area located around the western border of the city and 

the district. In addition, the interviews confirm that this economic activity, the 

spare-part market, was also one of the triggers for substantial development of 

commercial and residential areas in the western corridor of Cirebon District. 

Meanwhile, a large residential development in the southern border areas in the 

district was provided mainly for those working in the city. The development 

was mainly a response to the lack of supply of middle- and low-income housing 

in the municipality. Limited land supply in the city led to a very high price for 

land and housing in the city (Interviews with academics in 2010).  

Furthermore, it can be seen from the interviews that commonly the 

types of activities developed and permitted by Cirebon District on its border 

areas are dependent on those that had already been developed in the city. This 

is not only the case in the western border areas, but also in the other border 

areas of the city. 
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For some cases of housing development in the border areas 
between the city and the district, the housing was firstly built in 
the city administrative region. However, we provide an access 
road to the district administrative areas. Afterwards, it depends 
on the district whether or not to continue the rest of the 
housing development, but usually they follow our plan and take 
advantage of the access road we have already provided 
(Interviews with Cirebon City officials in 2010). 
 

These are just a few examples of the interaction between policymaking, strong 

actors in the private sector, and the attractiveness of the city substantially 

impacts on the growth of urban activities, the urban population, and in the end, 

the urban agglomeration surrounding Cirebon City. Such a process may be 

considered similar to the “spontaneous” growth of the districts in Java as 

discussed by Schulte Nordholt (1995). 

The expansion of commercial trading activities, services and housing 

development located in the densely populated western corridor in Cirebon 

Region may increase the attractiveness of the city for business, unemployment 

and residential purposes. On the one hand, this situation creates a substantial 

opportunity for the city to gain local revenue, which is currently dominated by 

commercial and service sectors. However, on the other hand, this growth not 

only provides economic benefits to the core, perceived as “the have’’ region. 

The rapidly urbanized surrounding district in general and the formation of an 

extended urban area, as well as the rapid growth of the city itself in particular, 

also exert pressure on the facilities and services offered by the Cirebon City. 

The city’s carrying capacity is subjected to the pressure exerted by the large 

number of urbanites, commuters from the surrounding regencies, and people 

who prefer living in the bordering areas but who make use of certain urban 

services available only in the city. Pressure on the city’s infrastructure and 

services is exacerbated by the fact that the small centers in rural areas, or in 

the district, are not well equipped with adequate urban infrastructure and 

services to cope with the current level of urbanization (see Schulte Nordholt, 

1995). 

Therefore, the processes of urban growth in Cirebon City and its 

surrounding region, in particular Cirebon District, are closely interrelated. 

The growth processes in the city as a center of the region and the growth in its 

surrounding region complement each other. From the interviews, several 

factors were identified as being responsible for the particular spatial pattern of 
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expansion, that is, extended urbanization: the policymaking process, strong 

influence of the private sector, and more importantly, the attractiveness of the 

Cirebon City itself as a magnet for urban activities.  

The interrelations within the urban development process of the core 

and periphery as suggested above show that the capacity to collaborate is 

essential. This section specifically points out the importance of collaboration in 

managing the urban development process. Interactive relations between actors 

in the urban networks strongly influence the direction and pattern of spatial 

growth.  

 

Table 3.3 Comparison of LOS: Cirebon City and Cirebon District 

Public 

Service 

LOS Cirebon City LOS Cirebon District 

1990 2000 2005 1990 2000 2005 

Piped water 86% 95% 90% 8% 13% 14% 

Waste 

disposal  
NA 90.5% 95% NA 25% 12% 

Sewerage NA 100% NA NA 85% NA 

LOS refers to the percentage of households served by particular services (for piped water, it is 
PDAM; for waste disposal, there is a collective waste disposal service). For sewerage in 
particular, the LOS refers to the percentage of functioned sewerage. 
Data Source: Villages Potency 1990, 2000, 2005 

 

Furthermore, the capacity to collaborate is an indication of the city’s 

relational networks which provide opportunities and poses challenges. The 

rapidly growing surrounding region yields opportunities in terms of economic 

benefit of the city, and at the same time this challenges the ability of the city to 

cope and to provide better urban infrastructure and a larger number of 

services. This is not only because of the requirements of communities in the 

city, or the flows of people to the city, but also because of communities in areas 

of extended urban formation, who depend on the city for certain urban services 

not available in the surrounding region or district, as discussed in section 3.2. 

Next we will review problems arising from rapid urbanization of the city and 

its surrounding regions in terms of the provision of certain infrastructure and 

services, as well as the potential opportunities for sharing and collaborating in 

the provision of these infrastructure and services. 
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As explained earlier, urban growth in the rural areas in Java is not 

accompanied by the provision of adequate basic urban infrastructure such as 

that found in the planned cities (municipality). Schulte Nordholt (1995, p. 193), 

for example, describes such an urbanization process in Java. Therefore, many 

growing urban activities and population in the extended urban formation, or in 

the peripheral district as a whole, which surround small cities in Java such as 

Cirebon, show an increase in spatial disharmony. Urban services are more 

concentrated in the core areas, while the periphery lags far behind (See Table 

3.3). 

In the perceptions of actors in Cirebon City, the most problematic 

provision of urban services concerns services that require natural resources. 

This is because the city does not own resources that are reliable in supply, for 

example, piped water supply from PDAM (the local government enterprise for 

clean water provision) and the management of local waste. We will now 

discuss cooperation in the provision of fresh water for the piped water system 

as well as in regional waste disposal in order to understand the circumstances 

under which this cooperation takes place. We will examine how pressure 

arising from rapid urbanization and decentralization manifest themselves, and 

the necessary transformation of local capacity in order to achieve better 

collaboration. Further details of freshwater cooperation will be discussed in 

Chapters 5 and 6. 

As the city has no reliable supply of water resources, fresh water for 

the PDAM of Cirebon City is transported from the spring in Kuningan 

District located in Ciayumajakuning Region (see Figure 3.1). The PDAM of 

Cirebon City serves 55,000 households in Cirebon City (Interview with 

Cirebon City officials in 2012). The number of customers is also growing, 

including inhabitants living in the estates in the urban conurbation areas in the 

subdistricts next to the city of Cirebon District (explained in Table 3.1) 

(Interview with Cirebon City and District officials in 2012).  

The city and bordering areas of Cirebon District depend solely on 

Paniis spring from Kuningan District. The PDAM of Cirebon City has 

provided piped water to estates in areas bordering Cirebon District because 

Cirebon District only established its PDAM in 1988. Therefore, formal 

residential areas built before 1988 were served by the PDAM of Cirebon City. 

There are around 5000 households in this area served by the PDAM Cirebon 

City. Arrangements for a piped water connection from the city are made 

directly between the developers and the Cirebon City PDAM of (Interview 
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with Cirebon City and District officials in 2012). The number is potentially 

growing, as interviews stated that there were increasingly more requests from 

the newly built residential areas for piped water delivery by the PDAM of 

Cirebon City (Interview with Cirebon City officials in 2012), indicating that 

until now the newly built real estates in the district located in the bordering 

areas of Cirebon District still prefer to have a piped water connection from the 

city PDAM. The city PDAM is considered “more reliable” in the provision of 

clean water (Interview with Non-Governmental Organization in 2012). 

The burden on the city as a result of its own growth and the rapid 

urbanization of the surrounding district, as well as an indication of the need to 

collaborate, can be illustrated by the city’s waste disposal services. The city 

carries out waste disposal for some of the areas bordering the district, in 

particular in the western border areas. The waste is collected by the city and 

transported to the final disposal site of the city, while the district pays a fee for 

the service. The aim of such an arrangement is to accommodate people’s waste 

disposal habits (Interview with Cirebon District official in 2012). From the 

interviews, it was clear that people living in the border areas tended to be 

unaware of where they should dispose of their waste, and look for the closest 

temporary disposal sites, without considering whether that site belongs to the 

city or the district. 

Moreover, the volume of waste generated by the city dwellers 

themselves has increased significantly over the last few years. Currently, it has 

reached more than 800m3 every day (Cirebon City in figures 2000, 2005, and 

2010). In contrast to the substantial increase in waste volume for the last ten 

years, the capacity for transporting the waste has been relatively stagnant for 

the same period. The Sanitation Department, which is responsible for the 

transporting waste, confirms that it is already overburdened and is facing at 

least three critical problems. First, 75 percent of their transportation fleet 

needs to be renewed. Most big and small arm roll dump trucks and pickups 

have already reached the end of their productive life. The number of vehicles is 

also not sufficient to transport the 800m3 of waste produced every day. For the 

last ten years there have been almost no additional or replacement vehicles to 

carry the waste that has tripled in volume. The number of large and small 

containers for the intermediate disposal site has even decreased. The 

Department also complains that the limited number of employees, particularly 

those working on daily waste transportation. Most important of all, currently, 

about 80 percent capacity of TPA (main disposal site) of Cirebon City, 
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Kopiluhur, has already been utilized, and it is predicted to exceed its capacity 

by 2013 (Cirebon City officials 2012). This indicates that a new area for the 

main disposal site has to be provided soon. Therefore, the fundamental 

problem here is that the city has limited capacity. The limitations are 

significant in view of the growing volume of waste.  

To conclude this section, among several limitations the city has to deal 

with, even though the technical capacity of the city may be better than its 

surrounding regions, the city shows a clear lack of capacity. This limitation is 

due to its smallness, arising from its small administrative area that lacks 

natural resources, situated in the center of an urbanized region. Therefore, the 

challenge to provide adequate services for small cities goes beyond the 

technical and financial capacity such cities. The lack of capacity is all the more 

relevant because high-tech and costly equipment such as incinerators or the 

seawater distillation plants are still out of the question. The lack of financial 

means is due to system of allocation of revenues to local governments 

(discussed in section 3.4.2) and the immediate and urgent demand for essential 

services. 

Therefore, the process of rapid urbanization eventually not only 

creates spatial disharmony of the core and periphery with regard to public 

services, but more importantly it also makes it all the more urgent for the 

small city of Cirebon to improve its capacity to act collectively with its 

surrounding regions. In the context of rapid urbanization, what is needed is 

the capacity to collaborate, which also calls for a willingness on the part of the 

city’s surrounding regions to participate. In this case, the surrounding region 

can potentially be the city’s collaborator. The region may provide 

opportunities for improving basic urban services for the city itself. However, 

the current problems in managing the urban development process, and the 

problematic provision of services indicate an obvious gap in the capacity to 

establish collaborative ties and networks in the face of rapid urbanization.   

 

3.3  Economic forces of globalization in Cirebon City 

Globalization represents “a greater tying-in and subjugation of 

localities (cities and region) to the global forces” (Amin & Thrift 1994, p. 8). 

The global forces can be economic, political, cultural, and social in nature 

(Amin & Thrift 1994, p. 7). As discussed in Chapter 1, previous studies 

indicated that the economic forces of globalization might impact on the 
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capacity of small cities in developing countries as governance in these cities 

has to accommodate the global flows in the organization of collective action at 

the local level (Veron 2010). Economic globalization is, above all, the 

integration of the market place in which state boundaries are less dominant 

because of the flows of trade, investment, financial capital, labour, ideas, and 

technology (Griffith 2003). This section discusses the impact the economic 

forces of globalization on the small city of Cirebon. It analyzes the extent of 

economic globalization in Cirebon City. Even though the influence might be 

very limited, this is a valid question in order to ascertain the type of capacity 

that Cirebon has to develop to cope with globalization and its attendant 

problems and issues.  

The process of integration of the global market for goods and 

commodities, services, and finance can be stimulated by the development of 

communication and transportation (Dickens cited in Firman 1998). The 

linkage of a city to the global economy can be measured according to several 

indicators. Previous studies have used several indicators for the Asian context. 

These are: (1) capital invested in the real estate sector (Korl 1994); (2) the 

division of functions between the core and periphery; (3) high growth in the 

number of commuters and increases in commuting distance and time; (4) land 

use change in the center and agricultural land conversion on the periphery; (5) 

the development of large-scale urban infrastructure; (6) a substantial increase 

in space production; and (7) a shift from a single core to multi-cores of the 

metropolitan region (Firman 1998).   

In the following, several indicators will be discussed in relation to 

Cirebon City. The first indicator is capital invested in the real estate sector. 

Unfortunately, no detailed data is available on Cirebon City’s capital 

investment in real estate. However, general data about investment in the city 

are available at the provincial level. The data inform us that foreign and 

domestic investment in the Cirebon City indicates a different trend compared 

to the trend showed by population growth, extended urban formation, and the 

burden on its public service provision as discussed in the previous section. 

Data from “Foreign and domestic investment in the province of West Java” for 

municipalities and districts in the period January to March 2011 and the period 

January to June 2012 showed that the amount of foreign and domestic 

investment in the city tended to stagnate for several years. In addition, the 

Report on Economic Data of Cirebon City in Figures 2009 (p. 92) mentions 

that the growth rate of capital investment to the city reached the minimum 
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level, merely 0.4 percent during 2003-2006. Despite the strong effect of the 

economic crisis of 1997 in Indonesia in general, in terms of Cirebon City’s 

ranking among 26 municipalities and regencies in the West Java province, its 

share of foreign and domestic investment has decreased. 

Data from the Investment and Promotion Coordination Board of the 

province of West Java show that the total amount of investment in Cirebon 

City from 2010 to 2013 was not significant compared to total investment in 

West Java Province. The ratio of total investment in Cirebon City to the total 

investment in West Java Province was between zero investment to 1.7 percent, 

with the maximum amount of investment being Rp. 579.2 billion 

(approximately equivalent to €36 million) in 2013, most of which was 

domestic. In addition to the statistical data, field observation has shown that 

there are a few transnational retail centers are in the city, such as Giant 

Hypermarket and Carrefour hypermarket.  

The trend of real estate development indicates that the city is mostly a 

place to build luxurious housing estates. Due to very limited amount of land 

available, only a few of those luxurious housing estates could be built on the 

edge of the city in the last several years. The interviews revealed that due to 

limited land and the substantially higher price of land in the city developers 

preferred to build housing in Cirebon District, in particular non-luxurious 

housing estates. Most residential estates were built in Cirebon District, 

particularly for middle- and low-income groups. Building residential estates 

for the low-income group is more profitable because of grants from the 

Indonesian Ministry of Housing. Such grants cover the free provision of 

infrastructure and services in the residential areas. 

The same source shows a similar trend for Cirebon District. The ratio 

of total investment in Cirebon District to total investment in West Java 

Province is between zero investments to 1.5 percent, with the maximum 

amount of investment of Rp. 561 billion (€35 million) in 2012. However, in 

contrast to the city, this amount of investment is dominated by foreign 

investment. In addition, in total the amount of investment in Cirebon District 

for 2010, 2012, and 2013 was more than double the investment in the city (it 

was Rp. 659 billion/€41 million euro for the city, and Rp. 1.4 trillion/€89 

million euro for the district).  

Therefore, even though the amount of investment for both localities 

fluctuates, the data on total investment indicates that Cirebon District has 
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started to be a more preferred location for foreign or local investors compared 

to Cirebon City. This may be because Cirebon District provides larger tracts of 

land at cheaper prices, and good accessibility to the Bandung and Jakarta 

Metropolitan Regions, as well as its proximity to Cirebon City as a center for 

services, trade, and leisure attractions in the northeastern part of the province 

of West Java. 

There was no clear division of functions between the core and 

periphery. The statistical data reveal that the main contributor of both core 

and periphery, or Cirebon City and Cirebon District is the tertiary sector 

(2009 GRDP based on constant price in 2000; see Table 3.4). The tertiary 

sector consists of trade, hotels and restaurants, transportation and 

telecommunication, banking and financial services. The clear difference is that 

the primary sectors (the agricultural and mining sectors) contribute nearly 

zero to the city’s GRDP, but are still the dominant sector (30 percent) in 

Cirebon District.  

 

Table 3.4 Sector contribution to GRDP 2009 of the Cirebon Region  

Sector  Cirebon City  Cirebon District 

Primary 0.3% 30.4% 

Secondary 34.8% 22.4% 

Tertiary 64.83% 47.2% 
Source: Cirebon City and Cirebon District in numbers, 2009 

Statistical bureau of Cirebon City and District 
 

With regard to the number of commuters and the commuting distance 

to the city, no specific study has yet been done to count the day and night 

population of the city or and to map the commuting patterns in the city. 

However, most of the interviewees working for the local government believe 

that at noon the total population of the city is probably nearly four times 

higher than at night. Most commuters are from the Ciayumajakuning Region 

(Figure 3.1). In addition, based on field observation on flows of people between 

Jakarta-Cirebon using the train a as mode of transport, it can be concluded 

that at the weekend, and more visibly on national holidays, substantial 

numbers of people travel between Jakarta and Cirebon. Trains on the Jakarta-

Cirebon route are scheduled up to seven times a day. At peak times all tickets 

to Cirebon from Jakarta can be sold out a few days in advance (Field 

observation in 2012), indicating an increase in commuting distance and time in 
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Cirebon City. Moreover, the national regional roads running across Cirebon 

Region, the Palimanan-Kanci road and the Kanci-Pejagan road, increase the 

accessibility of the Province of Central Java to the Jakarta Metropolitan 

Region for commuters passing through the Cirebon Region.  

There are plans for large-scale infrastructure, but in the context of the 

Ciayumajakuning Regional Development and West Java Province. Examples 

include an international airport for the province of West Java, Kertajati, which 

is still under discussion and earmarked for construction in Majalengka District 

(Tempo, February 7, 2014; Interview with BKPP Wilayah III official in 2010). 

As section 3.2 on urbanization shows, land use in the periphery in Cirebon 

District is changing, with most of the change occurring largely during the 

period 2000-2010. However, the shift from a single core-region to a multi-core 

region may not yet have arisen in the region of Cirebon. The discussion in the 

previous section indicates that the city is still the dominant single core of the 

Cirebon Region, as shown by the trend toward extended urban formation and 

domination of housing estate development in the periphery.  

All of these characteristics indicate that until recently most of the 

interconnectedness of the city has been within the national and regional 

economic networks. The influence of the economic forces of globalization on 

the city is still weak. However, Cirebon Region (the city and district) as a 

whole have the potential to be part of global networks, as foreign investment 

starts to increase in Cirebon District. In addition, large-scale infrastructure in 

the Ciayumajakuning Region also indicates the potential for a wider regional 

scope for participation in global networks. Despite the weak influence of the 

economic forces of globalization, greater collaboration in regional development 

will increase the economic potential of Cirebon City and its surrounding 

regions.  

 

3.4 Indonesian policies of decentralization and regional autonomy: 

How do they present a challenge to Cirebon City 

The two previous sections have argued that the attractiveness and 

dynamic growth of the city as well as of the expanded surrounding regions 

have increased the interconnectedness between the city and its surrounding 

regions. There is however pressure on the public services of the city, especially 

those involving natural resources, such as piped water and waste disposal. 

Rapid urbanization has imposed limitations on the city’s ability to provide 
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adequate public services, indicating the necessity of collaboration with the 

surrounding regions. Therefore, this section will examine the challenges that 

have surfaced as result of decentralization and its impact on local public service 

delivery as well as perceptions of local government actors concerning 

collaboration with Cirebon City in general. The surrounding regions studied 

in this section are Cirebon District and Kuningan District, because these two 

districts have been making effort to forge collaboration with the city in an 

intensive way. 

3.4.1 Decentralization and the provision of public services   

Decentralization is understood as “the transfer of political, fiscal, and 

administrative power to sub-national governments” (Hadiz 2004). It is also a 

process in which central state power is devolved to sub-national units to 

broaden access to political decision-making and localize provision of public 

goods and services (Monteux, 2006: 164 cited in Gjoni, et al. 2010). This 

suggests that reliable local authorities are required to formulate and 

implement development plans efficiently. 

However, the daunting task of carrying out policies of decentralization, 

primarily related to responsibilities for providing public services, clearly 

requires efficient and effective local capacity to manage the devolved authority 

and resources. However, the capacity to manage and exercise authoritative 

power is open to question, especially for developing countries (see among 

others Prud’homme 1995; Crook & Manor 1998; Rondinelli 1990; Schuurman 

1997; Larson 2002; Andersson & Ostrom 2008). Several features of local 

government under decentralization policies have contributed to this doubt. 

Local governments are considered weak in their ability to carry out 

decentralization, because of previous authoritarian regimes in which the 

central government plays a strong role (Rodriguez-Acosta & Rosenbaum 

2005). Local governments are still reliant on fiscal resources from the central 

government (Silver et al. 2010). Significant resources continue to be controlled 

by higher levels of government (Sattethwaite et al. 2001). Moreover, the 

management of decentralized natural resources is commonly influenced by 

conflicts of interest (Libecap 1989 cited in Andersson & Ostrom 2008). Local 

leaders are capable of dominating the decentralized resources by changing the 

regulations for their own benefit (Andersson & Ostrom 2008). Given the latent 

weak performance of local government, a deterioration in basic service 

provision and delivery under decentralized system may emerge (see Grindle 

2004).  
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Scholars argue that for decentralization policies to succeed, in addition 

to balancing the devolved power, resources, and responsibilities (Larson & 

Soto 2008), one among many other important strategies is that local 

governance should be characterized by good vertical and horizontal 

relationships (Satterthwaite et al. 2001; Larson & Soto 2008). Vertical 

relationships concern relations with higher-level and central government, 

while the horizontal relationship is between localities, and among actors 

within the same localities (Satterthwaite et al. 2001; see also Larson & Soto 

2008). 

Furthermore, decentralization was carried out in Indonesia in two 

earlier regimes. When Soekarno was in power, regional government was 

regulated by Law No. 22/1948 on regional government, Law No. 1/1957 on 

basic regional government, and Law No. 19/1965 on village government. The 

first two regulations are seen as primarily relating to the autonomy of a region 

and its historical rights (Antlov 2003), or are seen as more liberal, while the 

third is seen as strengthening the centralized power of the national 

government (Firman 2003). Later on, in the early era of Soeharto, Law No. 

19/1965 was replaced by Law No. 5/1974 (on regional government) and Law 

No. 5/1979 (on village government). In general, the Soeharto period has been 

perceived as a period of high authoritarianism of the central over the local 

(Smith, 2008). Regional autonomy at that time was mainly intended to support 

national development through local and regional government backed by the 

central government, rather than giving the authority to the local governments, 

and so the practices of concentration are more clearly seen (Salim 2009).  

The Republic of Indonesia has drastically transformed its authoritarian 

and centralized government into a decentralized one. While the former system 

vigorously extended and created the hierarchical structure of relations 

between the central and provincial and the local levels, the decentralized 

system since January 2001 provides an independent relationship between 

regional and local government. Provinces, districts, and municipalities are 

becoming autonomous regions. All of the regions have their executive and 

legislative institutions and no hierarchical or horizontal relationships. 

However, it is believed that politics is the main force behind this radical 

change (Pepinsky & Wihardja 2011). The transformation process has been 

characterized by extreme political uncertainty and very limited actual 

information for politicians (Smith 2008). 
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Moreover, the decentralization policy was first initiated by 

promulgating the two sets of laws, Law No. 22/1999 on the decentralization 

law or regional autonomy and Law No. 25/1999 on the fiscal balance. These 

laws were revised later on by Law No. 32/2004 on the regional government 

and Law No. 33/2004 on fiscal balance between central and regional 

government. These laws have devolved central government functions to 

autonomous regions in all government administrative sectors. These include 

public works, health, education and culture, agriculture, transportation, 

industry and trade, investment, environment, land affairs, cooperatives, and 

workers. Some exceptions, which are still under the authority of the central 

government, are security and defense, foreign policy, monetary and fiscal 

matters, justice, and religious issues. Therefore, one of the important 

consequences of decentralization is that considerable authority and 

responsibilities, including the financial responsibility for providing public 

services, have been devolved to the local government. Previously, most 

components of local administration, including the salaries of civil servants, as 

well as infrastructure and services such as clean water, sanitation, drainage 

system, and roads, were supported by Inpres (Presidential Instruction) 

development grants and SDO/Autonomous Region Subsidy (Silver et al. 

2010). 

Furthermore, the transfer of authority has been arranged through 

three main principles of decentralization: deconcentration, co-administration, 

and decentralization. Deconcentration is the delegation of authority by the 

central government to the governor of the province and/or a central 

government official in the province. Co-administration is when higher levels of 

government direct lower levels to undertake tasks and functions, and the 

higher level of government provides the costs, means, infrastructure and 

human resources to carry out the tasks. The lower level of government is 

obliged to report to the higher level of government regarding the execution of 

these tasks or functions.  

Among the three main principles of the new decentralization policy – 

deconcentration, task assignment, and decentralization – the principle of 

decentralization has become the main feature of Indonesia’s intergovernmental 

relations. One of the fundamental changes is that the province, municipalities 

and districts are all autonomous regions. They have no hierarchical 

relationships. They also have their own executive and legislative institutions. 

The chief executives of the province, municipality, and district are the 
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governor, walikota (mayor), and bupati (regent) respectively. The legislative 

bodies are termed the DPRD propinsi (provincial parliament), DPRD kota 

(municipal parliament) and DPRD kabupaten (district parliament). The 

members of the regional parliament and the head of the region are elected 

directly by the people.  

Furthermore, provinces have a dual status as autonomous regions 

themselves and as representatives of the central government in the regions. As 

provinces are the representatives of the central government, the latter carry 

out certain administrative tasks delegated by the president to the governors. 

As autonomous regions, provinces have the authority to manage certain 

matters that intersect with interdistrict and intermunicipal administration and 

authorities which are not (or not yet) implemented by the districts and 

municipalities5 

In order to support the implementation of the decentralization policy 

with significant responsibilities to local government, and to improve the 

capacity of local government to determination its distribution based on its own 

needs and interests, a new public funding mechanism has been provided. This 

is regulated by Law No. 25/1999, revised by Law No. 33/2004. More 

specifically, Law No. 32/2004 concerning fiscal balance regulates a revenue-

sharing system between central and regional governments called the balancing 

fund (dana perimbangan). The balancing fund becomes part of local revenue 

sources as an addition to local income (pendapatan asli daerah) and other local 

incomes (pendapatan lain-lain). There are three different arrangements for 

allocating the balancing fund to the regional government budget (APBD): the 

general allocation fund (dana alokasi umum/DAU), the special allocation fund 

(dana alokasi khusus/DAK), and the shared revenue fund (dana bagi hasil/DBH). 

Because the balancing fund goes to the APBD, regional governments have to 

explain their management of funds to the Regional House of Representatives 

(DPRD).  

DAU is a block grant. The source is APBN (national budget). Regional 

governments are free to use the funds without interference from the central 

government (Kristiansen & Santoso, 2006). Commonly, approximately 80 

percent of DAU is used for routine expenditure, in particular to pay the wages 

                                                           
5 Municipalities refer to the government administration located in an urban area, and districts refer to those located in rural 

area. Within districts and municipalities, there are subdistricts (kecamatan) which are smaller administrative government 
units. Each subdistrict is further divided into villages. Villages in rural areas are called desa, while in urban areas they are 

called kelurahan.  
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of public servants (Usman et al. 2008; see also Silver et al. 2010). DBH is 

reallocated to the (producer) regions in shares as regulated by Law (UU) No. 

33/2004. DBH is distributed through two types of revenue-sharing: taxation 

(DBH Pajak) and natural resources (DBH sumber daya alam). Taxation from 

DBH consists of land and property tax (PBB), land and building transfer fees 

(BPHTB), and personal income tax (PPh). Natural resources are comprised of 

forestry, mining, fisheries, oil, natural gas, and geothermal revenues (UU No 

33/2004; Usman et al. 2008). 

Moreover, DAK is allocated in the national budget (APBN) to fund 

various specific development activities implemented in and by the regions. A 

sectoral grant or DAK is specifically intended to sustain the quality of the 

provision of local public services, or to reduce interregional inequalities in 

public services and increase regional government responsibility for the 

mobilization of their resources (Silver et al. 2010; Usman et al. 2008). 

Previously, these were financed by central government aid called Inpres and 

the SDO-Autonomous Region Subsidy (Silver et al. 2010). Although DAK is a 

part of the regional budget (APBD), regional governments must comply with 

various central regulations governing its use, such as laws, government 

regulations, presidential decrees, ministerial regulations and decrees, and 

circulars from director-generals in each ministry that receives a DAK 

allocation (Usman et al., 2008; see also Kristiansen & Santoso 2006 ). In 

addition, regional governments also have to provide co-funding of DAK from 

APBD, at a minimum of 10 percent of DAK they receive. In addition, as DAU 

is mostly spent on routine expenditure, regional governments are highly 

dependent on DAK for public services and the provision of infrastructure 

(Usman et al., 2008). This shows that until recently most small and medium 

municipalities in Indonesia have still been fiscal-dependent on central 

government funding (Silver et al., 2010). Strengthening the capacity to 

increase genuine local income is one of the keys to achieving “strong and 

responsive local governments” (Silver et al. 2010, p. 360). 

We can conclude that, firstly, the principle of decentralization 

significantly affects intergovernmental relations under the new 

decentralization policy in Indonesia. Municipalities and districts are strongly 

autonomous in terms of full authority to manage their local issues and affairs. 

The system apparently ensures that the role of the provincial government is 

considerably less significant compared to their role under the New Order 

regime. Secondly, we note that the new system also sets the fiscal balance 
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between central, provincial, city and district governments. However, from the 

perspective of fiscal balance, we can conclude that municipality and district in 

Indonesia are still highly dependent on central government funding. The 

largest portion of their income comes from central and provincial government 

through the balancing fund. In this sense, municipalities and districts lack the 

financial authority to formulate and implement programs and solutions for 

dealing with local issues.  

The following sub-section will examine the context of Cirebon City. 

This sub-section examines the implications of the decentralization policy on 

the capacity of Cirebon City and its surrounding regions to forge 

collaboration. It will examine the indication of lacking institutional capacity to 

achieve collective action.   

3.4.2 Decentralization, financial capacity and collaboration  

It is clear that decentralization in Cirebon City has given rise to 

devolved authority, fiscal decentralization has not followed. According to 

Silver et al. (2010), most small and medium cities are still fiscally dependent on 

the central government. Cirebon City is no exception. Figure 3.4 shows that 

the balancing fund (DAU, DAK, and DBH) accounts for a major portion of the 

city’s revenue. The figure shows a comparison between the balancing fund and 

local income for the last five years. Among the various schemes for balancing 

funds, the DAU (general allocation fund) is the most dominant type of funding 

in terms of its value compared to the other schemes. However, unfortunately, 

most of the DAU is spent on the routine items, for example, government 

employees’ salaries. Consequently, there is only a small amount left for urban 

development programs.  
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Figure 3.4 Structure of revenues of Cirebon City (in thousand rupiah) 

 
Source: Regional Financial Statistics, West Java Province, 2008-2012 

 

Even though the central government provides DAK to sustain the 

provision of local public services, Figure 3.4 shows that the contribution of 

DAK is not as significant as, or much less than DAU in terms of the city’s 

revenues. As already mentioned, DAU is mostly spent on paying local 

government employees’ wages. The situation is complicated by the fact that 

the city itself lacks the capacity to generate its own revenue or genuine local 

income to finance urban development activities and to manage local issues. 

Therefore, from the perspective of formal arrangements and regulations, this 

kind of financial arrangement indicates a significant gap between a small city’s 

financial capacity and the ability to deal with the pressure of urban growth and 

to manage the authority which it has received as a result of decentralization. 

Moreover, the changes in formal arrangements under the new 

decentralization policy have created another problem for the small city of 

Cirebon and its surrounding regions: collective action. Collective action and 

collaboration among administrative regions is a substantial challenge in a 

strong autonomous local government. Governors have difficulties in forging 

coordination among municipalities and districts in their regions, because they 

do not have direct political power over the mayors. Decentralization has also 

produced a feeling of euphoria about decentralization, from which certain 

values have emerged at the local level. “Local egoism” and attitudes of “being 
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in a kingdom of one’s own” have arisen and local government actors perceive 

the administrative region as their area of authority (Firman 2010). These 

values are forming in tandem with a weak culture of voluntary collaboration 

among locals (see Miharja 2010, p.50).  

This conflict has created a fragmented regional development 

framework, which is on the contrary to a reliable sign of integrated physical 

boundaries. In the case of Cirebon City, the city has been quite intensively 

interacting to build collaboration, especially with Cirebon District as its 

nearest surrounding region, and the Kuningan District as its sole provider of 

fresh water for the city’s piped water system. Normatively, most interviewees 

are aware of the necessity of collaboration among administrative regions under 

decentralization; however, decentralization has also boosted local egos – a view 

that was strongly expressed during interviews with various local officials. 

 

Who needs to collaborate actually? The city [Cirebon City] 
needs it [collaboration] more than we [Cirebon District] do. 
The bad quality of our roads will affect the city. They do not 
even have clean water resources. They import the water from 
Kuningan District. They are planting their underground-piped 
water system in our region [Cirebon District]. The negative 
aspects of our drainage will also be felt in the city (Interview 
with Cirebon District official in 2010).  
 
Currently, in the decentralized era, the city [Cirebon City] has 
to be nice to Kuningan District. Do not act as if we are the rural 
areas and they are the haves as a city, as urban communities. 
We hold their trump card. We have the power now. Playing 
with us would be risky for them (Interview with Kuningan 
District official in 2012).  
 
If we have definite difficulties in collaborating with other 
regions, in return we might be able to say that we will charge 
every person with no residence permit for living in the city 
every time they enter the city (Interview with Cirebon City 
official in 2010).  

 

The sudden change from an authoritarian to a decentralized country, with 

substantial powers and authorities devolved to the municipalities and districts, 

indicates that the local governments are suddenly missing a strong central 

authority and firm guidance from central government. The absence of such 



62 

 

 

Challenges of Small Cities in Developing Countries 

strong guidance is felt strongly by the local governments, especially in issues 

relating to cross-jurisdictional coordination, as such firm guidance was 

considered an effective instrument for controlling issues arising from 

coordination.  

 

In the previous centralized era, every time the central 
government ordered that we were obliged to share [resources] 
and collaborate, we would always say “yes”. Everything referred 
to the strict rules of central government. Now we are all in the 
middle of a new learning process to [voluntarily] share and 
collaborate (Interview with Cirebon District official in 2010).  

 

Given this sudden and substantial change from the former situation, local 

governments indicate that they are not yet fully able to establish the capacity 

to manage their power and authority in a collaborative way. Several values 

related to the capacity to build collaboration are emerging along with 

decentralization policies and regional autonomy in Cirebon City. 

The first value relates to Cirebon City’s historical status as the center 

of the Karesidenan Cirebon and its current role as a center of economic 

development for Ciayumajakuning Region. The interviews and policy 

documents mention that Cirebon City and Cirebon District were once a single 

administrative region, namely Cirebon District. In 1957, the city was formed, 

consisted of five subdistricts. Since then, the city has become an administrative 

region, a new entity, separate from the rest of Cirebon District. Therefore, the 

historically well-established image of Cirebon, which was previously attached 

to the Cirebon Region (city and district), after the separation has been 

perceived by Cirebon District as “granted to be owned” by the city. Such a 

position is seen by the other actors as “claiming” what formerly were shared 

identity and shared resources.  

 

Cirebon City has benefitted from the image-creating process. 
[Nearly] all images built by the national or regional 
development plan [which in fact is intended] for Cirebon 
Region or Ciayumajakuning Region, come out as if it was 
created as an image for Cirebon City exclusively (Interview 
with Cirebon City official in 2010). 
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The city and the district were one administrative region. We 
were divided in 1957 [when] the city became Cirebon City. We 
just built our capital city in 1988 [in Sumber subdistrict]. This 
historical process means that we were historically one entity 
which was separated later on. Therefore, the resources [in the 
city] used to be our own as well.  I think the historical process 
strongly influences our lower [current] capacity [Cirebon 
District] (Interview with Cirebon District official in 2010).  

 

The benefit of image-making is strengthened by the city’s influential position 

in the economic networks not only in the northeastern part of the province of 

West Java but also at the national level. The inherited status and the current 

role of the city have created a particular identity and a feeling of having a 

higher status or position, in particular regarding its position in relation to the 

other regions in Ciayumajakuning, specifically Cirebon District and Kuningan 

District, as discussed in this section. In short, such a process has created 

strong values of pride in the city.  

 

If I may say so, the [Cirebon] district enjoys its location behind 
the city. Without their [own] policy [of the district], their 
southern areas would come to grow as we [Cirebon City] have 
created many facilities at the southern part of the city, such as 
gas stations, shopping centers and housing estates (Interview 
with Cirebon City official in 2010). 

 

Therefore, this mindset is perceived by the surrounding regions as “the have 

and arrogant urban center”, while the city considers itself as the “primary 

leader in determining urban development”, has created a particular meaning to 

the core-periphery relations, namely the position of imbalance between the 

core and periphery. This perspective is emerging in the small city of Cirebon 

and its surrounding regions, particularly Cirebon and Kuningan districts, 

following decentralization policies and regional autonomy.  

Furthermore, the second characteristic that has notably emerged in 

relations between Cirebon City and Cirebon District is political tension. Due 

to its massive development, Cirebon City has intended to expand its 

administrative territory into some economically potential seven subdistricts as 

elaborated in section 3.2, which are part of an extended urban formation. The 

proposal was submitted to the provincial government in the early 1990s, when 

Indonesia was still under a centralized system. Even when the proposal was 
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submitted for the first time in early 1990, it had already triggered a very 

strong negative reaction from Cirebon District: to reject the proposal. Local 

government actors felt that the proposal would be nearly impossible to 

approve under the banners of decentralization and regional autonomy. 

 

Long before the era of regional autonomy, Cirebon City had 
proposed expanding our administrative region. We were in the 
same process [proposing the expansion] with Bandung, 
Sukabumi, and Bogor; however, somehow the city of Cirebon 
was lagging behind in getting approval for this expansion. I do 
not know exactly why. Today we face an even harder situation 
in asking for territorial expansion after decentralization 
(Interview with Cirebon City official in 2010).  

 

The proposal is perceived by Cirebon District as a threat to its local income as 

well as its local ego/image.  

 

I remember that back in the early 1990s Cirebon City asked for 
expansion without approaching us. They asked and approached 
the province directly. Our Regent [of Cirebon District] at that 
time said that [giving up part of Cirebon District to the city] 
was the same as if the mayor of the City took my own foot for 
his own (Interview with Cirebon District official in 2010).  
 
The city has to be fully able to take care of its administrative 
areas first, before it tries to cope with others. It still has areas 
with high rates of poverty and poor infrastructure and services 
to take care of (Interview with Cirebon District official in 2010).  

 

Unfortunately, such tensions then compound local perceptions held by 

government officers, and stand in the way of collaborative efforts for the 

provision of public services. The pressure reduces trust among actors. To 

quote one interviewee:   

 

The city arranges and provides some public services for us 
[Cirebon District] because they are planning to take over those 
areas (Interview with Cirebon District official in 2010).  
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On the other hand, 

 

Cirebon District does not want to improve the roads in their 
western border areas because they think we are going to take 
over those areas (Interview with Cirebon City official in 2010) 

 

For Cirebon City and several of its surrounding regions under investigation 

(Cirebon District and Kuningan District), these kinds of structuring forces 

were inherited from the previous era of centralization. It has become the 

central discourse characterizing current relations between Cirebon City and its 

surrounding regions, especially the districts of Cirebon and the Kuningan. 

Following regional autonomy, in which every locality is trying to find, define, 

and build new roles, rules, and relations, inter-local relationships have become 

more complex. In such a situation, informal daily interactions are increasingly 

important in order to “win a place” within the new networks. As one of the 

respondents described: 

 

Our leaders [of Cirebon District] are much humbler than those 
of Cirebon City. We have a willingness to build a [more active] 
relationship with Kuningan District. Each time they invite us, 
we are much more willing to attend the event, and indeed many 
of us would be present. Our mayor often comes to Kuningan 
[District] in his own [private] car; he drives the car by himself. 
He doesn’t use his chauffeur. In the current situation, these 
kinds of things [humility and efforts to create a stronger 
relationship] are crucial (Interview with Cirebon District 
official in 2010). 
 

Hence voluntary collaborative efforts in the context of regional autonomy and 

decentralization have to engage intensively with locally held values and 

perceptions. In addition, the weaker role of the provincial government 

compared to district and municipality governments after the implementation 

of decentralization reinforce the barriers to coordination and collaboration.  

 

We are currently experiencing many new regulations. 
However, most of those regulations are imposed without 
explicit explanation, guidance, or sufficient information. 
Sometimes the explanations are given only at the provincial 
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level. Alternatively, they are handed to us as a bundle in the 
middle of a meeting that is discussing something else. It then 
depends on our willingness and ability to understand the new 
rules (Interview with Cirebon District official in 2010). 
 
Currently, we are facing a rapidly changing situation that has 
never happened before. Now, personal and group [prestige], 
as well as social ties significantly influence the making of 
public policy in such a way that complicate the process. [To 
ease the process] it is necessary to take into account such 
kinds of things, although I think that personal prestige and 
interests are in fact not as important as the public interest 
(Interview with Cirebon City official in 2010). 

 

Looking at how decentralization has taken place on the ground, two main 

challenges facing Cirebon City are identified. First, challenges from the aspect 

of formal structure and regulations, in which local governments are strongly 

autonomous, undermine the role of the provincial government in relation to 

local issues, and at the same time the numerous newly enacted regulations 

have to be understood and adhered to by local government actors. Second, 

there are challenges arising from institutional values such as the pride derived 

from the city’s centrality and belonging to, imbalance between the core and 

periphery, and political tensions that intensify local egos – all of which 

interfere with attempts to initiate collaboration. The combination of these 

problems challenges the city to build the required capacity as indicated in the 

previous sections, especially in section 3.2, for collaborating with the 

surrounding regions. The problems outlined are interrelated and adversely 

affect Cirebon City’s capacity for dealing with the pressures of urban growth.   

 

3.5 Conclusions  

The main objectives of this chapter have been twofold: to examine how 

the three factors of rapid urbanization, economic globalization, and 

decentralization policies are viewed and discussed in the general literature, and 

how these factors in particular create challenges for Cirebon City, and which 

capacities should be developed by the city to deal with such challenges. 

Specifically, this chapter examines in which particular ways rapid urbanization, 

economic globalization, and decentralization are occurring, emerging, and 

posing challenges to the specific capacity of Cirebon City. Consequently, the 
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way the city’s current capacity should be nurtured is an essential question for 

the city to deal with in order to overcome the challenges arising from these 

driving forces.  

With regard to urbanization, the general literature suggests that small 

cities in developing countries will grow the most rapidly in view of 

phenomenal urbanization processes currently taking place. Because of such 

substantially weaker capacities, compared to big cities, many core urban 

problems, in particular difficulties in providing public services related to rapid 

urbanization, will also mostly appear in small cities and can even be more 

problematic (Annez & Linn, 2010; Cohen 2006). Where Indonesia is 

concerned, Firman has shown that since the 1990s there has been a tendency 

towards a decreasing urban population growth in Indonesia’s small and 

medium municipal cities, combined with a trend for increasing urban 

population growth in the surrounding districts since the 1990s. Unfortunately, 

this trend is accompanied by what Schulte Nordholt (1995) in his study on 

urbanization has described as a “spontaneous transformation of rural villages 

into small urban centers”. Such small urban centers in rural areas were not 

formally prepared or planned to become urban centers. Therefore, the 

development of small urban centers in Java is considered mainly a spontaneous 

process of the transformation of rural areas on the outskirts of established 

municipal cities into more urbanized areas. The lack of capacity in a small city 

and the rapidly growing surrounding areas may aggravate the challenges that 

small cities in Indonesia have to deal with the process of rapid urbanization.   

The case study of Cirebon City and its surrounding region shows that 

rapid urbanization has occurred as an interactive process between the city and 

its surrounding regions, in particular Cirebon District which is the region 

closest to the city. Good accessibility of the city to several important 

metropolitan regions, the historical role as an important port city and 

religious-cultural development of the region, as well as the current role as the 

center for the economic development of the northeastern part of the province 

of West Java are factors which have contributed to Cirebon City’s physical and 

economic development. Such development has attracted flows of capital, people 

and business from the surrounding regions. The weak control over regulations 

in the policy-making process and rent-seeking developers are the other factors 

that actively reinforce the urbanization process. Interactive relations among 

actors in the city’s urban networks are influential in determining spatial 

development patterns. Interactive relations have expanded urban formations, 
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which in turn has increased the demand for essential urban services. In line 

with Schulte Nordholt (1995), the lower capacity of small urban centers in 

rural areas of the district increases the burden on Cirebon City. Some small 

urban centers, located in areas of extended urban formation, are served by the 

city’s urban services. This is because the city has been and continues to be 

perceived as the region with the highest capacity to provide public services.  

Therefore, the process of urban growth in Cirebon City and its 

surrounding regions, in particular Cirebon District, is a closely interrelated 

process. The growth processes in the city as a center of the region and the 

growth in its surrounding region strengthen each other. Several factors 

revealed from the interviews suggest that urban development process in the 

city and Cirebon District have influenced the particular pattern of spatial 

expansion, that is, extended urbanization. The spatial pattern has been 

influenced by the interaction of the policymaking process, the strong influence 

of the private sector, and more importantly, the attractiveness of Cirebon City 

itself as a center for urban activities. The interrelations in the urban 

development of the core and periphery show that the capacity to collaborate is 

essential.  

The absence of natural resources in the city makes it imperative for the 

city to increase its capacity for collaborating with surrounding regions in 

order to deal with urbanization, both in managing the urban development 

process as well as providing urban services. A large proportion of natural 

resources is located in other regions outside Cirebon City – resources which 

the city requires for coping with increased urbanization and greater demand 

for services. For example, Kuningan District has sufficient water resources for 

supplying piped water to the city; and Cirebon District has sufficient land for 

building a regional sanitary landfill. Therefore, the challenges of the 

urbanization process do not only require material capital, but also, more 

importantly, collaboration with surrounding regions. 

The location of the city as well as the position of the city within inter-

local networks provides opportunities as well as challenges. The rapidly 

growing surrounding region will provide opportunities in terms of economic 

benefits for the city, and at the same time these will also challenge its ability to 

provide better and increased urban infrastructure and services. This is not only 

because of communities in the city itself, or the flows of people to the city, but 

also because of the requirements for basic services from communities in the 
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extended urban area, which are unable to turn to the surrounding region or 

district in Indonesia for certain urban services.  

With regard to economic globalization, the general literature has 

claimed that these might have an important role in the capacity of small cities 

in developing countries (Veron 2010). Economic globalization is, above all, the 

integration of the marketplace, whereby state boundaries are less dominant 

because of the flows of trade, investment, finance capital, labour, ideas, and 

technology (Griffith 2003; Keping, 2004). So the governance of cities must 

involve the global flows in organizing collective action at the local level 

(Prakash 2001). In this situation, the institutions capable of dealing with the 

global flows require good governance. Furthermore, the case of Cirebon City 

indicates that the city is not yet well connected with the global economic 

flows. Foreign direct investment in the city is considerably less significant 

than that in the district. Domestic investment is also very limited, but 

somewhat more significant in terms of the amount. The other indicators of 

economic globalization demonstrate the stronger interconnectedness of the 

city with regional economic networks. Until recently the city has been most 

interconnected with national and regional economic networks. Currently the 

influence of the economic forces of globalization on the city is still weak. 

However, the Cirebon region (the city and Cirebon District) as a whole has the 

potential to be included in the global networks because foreign investment has 

started to increase in Cirebon District. This trend might also indicate that 

Cirebon City and its surrounding regions will be able to increase their local 

economic potential if they collaborate in regional development. This study 

reveals that, again, the capacity to collaborate with surrounding regions has 

become important for the city and that it has to develop its interconnectedness 

so as to further develop its economic potential.  

Where decentralization and regional autonomy are concerned, the 

general literature argues that to make a success of decentralization, one among 

many other important strategies is the presence of good vertical and 

horizontal relationships in local governance (Satterthwaite et al. 2001; Larson 

& Soto 2008). Vertical relationships concern relations with higher levels of 

government and with the central government, while the horizontal 

relationships are those between localities, and among actors within the same 

localities (Satterthwaite et al. 2001; see also Larson & Soto 2008). In the case 

of Cirebon City and surrounding regions, as has been discussed, collaboration 

among administrative regions has become complicated in decentralized 
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Indonesia. Decentralization policies and regional autonomy in the small city of 

Cirebon create two main challenges.  

From the perspective of formal structure and regulatory system, 

firstly, the principle of decentralization greatly affects intergovernmental 

relations under the new decentralization policy in Indonesia. Municipalities 

and districts are highly autonomous in terms of full authority to manage their 

local issues and affairs. The policy explicitly stipulates that the role of the 

provincial government is considerably less significant compared to its role in 

the New Order regime. Secondly, it can be noted that the new policy also sets 

the fiscal balance between central, provincial, city and district governments. 

However, from the perspective of fiscal balance, we can conclude that the 

municipality and district in Indonesia are still highly dependent on central 

government funding. The largest portion of their income comes from central 

and provincial government through the balancing fund. For the authorities to 

manage local issues independently, municipalities and districts have to have 

the financial authority to formulate and implement programs and solutions 

addressing local issues. While local governments have become more 

autonomous, the role of the provincial government in local issues have 

weakened. Local government autonomy has to be accompanied by a better 

grasp and understanding of the numerous new regulations which have been 

enacted so that local government actors will be able to carry out and adhere to 

these regulations, thus reducing their high degree of dependency on central 

government. 

From the perspective of institutional values, some values become 

challenges which interfere in the capacity and efforts for collaboration of the 

city and its surrounding regions. Pride of being part of the core, the inequality 

between of the core and periphery, and the political tension that intensifies 

local egos are interfering with the effort to initiate collaboration. Moreover, 

the evidence suggests that under the circumstances of changing formal 

structure and regulations, as well as the influence of institutional values, local 

actors in the city and the surrounding regions are trying to create new 

networks, to compete for new positions in the new networks, and to gain new 

recognition for the important actors involved. In this situation of 

decentralization and regional autonomy, one of the most important aspects 

that support actors involved to endure in the new networks is that they need 

to clarify, develop, and reinforce their potential role in the networks. This 

process, referred to by the respondents as “image creating”, is clearly about 
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local government seeking a new role, and having to establish themselves in 

dynamic new interrelations. More importantly, this “image-creating” process 

indicates the importance of defining roles and clarifying matters of status and 

authority under the new circumstances of decentralization. This seems to be 

requiring some effort and strategy.  

 

Figure 3.5. The context of Cirebon City 

 

 

 

 

 

 

 

 

    

 

                                                                      

 

How to build capacity to collaborate 

 

This chapter concludes that the capacity to address the challenges 

facing the small city of Cirebon, which may be typical of small cities in 

developing countries, is related to the capacity to collaborate with surrounding 

regions. However, several important factors act as obstacles and create greater 

difficulties for building collaboration under a decentralized system. These 

factors lie in the circumstances surrounding the actors, which include formal 

structure and regulatory system, as well as circumstances relating to the 

actors themselves such as inherited institutional values (see Figure 3.5). 

Therefore, in order to realize the transformation of governance of small cities 

in developing countries, it is important to further examine the structuring 

forces under decentralizing systems that affect small cities. From the 

institutionalist perspective, the two features of challenges can be categorized 

as the challenge of systemic institutional design, or hard institutions, and the 

challenge of institutional capacity related to embedded institutional values of 

stakeholders, or the soft institutions within the structural arrangements. 
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Therefore, this study will deepen the analysis by applying the two dimensions 

of collaboration. The influence of changing structural arrangements on efforts 

of a small city to forge collaboration will be discussed further in Chapter 5. 

Meanwhile, the embedded institutional values that affect the frame of thinking 

of stakeholders in their daily interaction, their tasks, and the way they 

interpret the new regulations within the changing structural arrangements in 

the bureaucratic system will be discussed further in Chapter 6. 
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Chapter 4 

An analytical Framework for Small City Governance 

and Institutional Design 

 

4.1 Introduction 

The previous chapter concluded that the capacity to govern expanding 

small cities in densely inhabited regions of developing countries, like those in 

Java, Indonesia, is typically related to the capacity of core urban areas and 

their surrounding regions to collaborate. This kind of governance capacity 

should be seen particularly in terms of the extent to which intergovernmental 

relations can adapt to a rapidly changing physical and institutional 

environment. However, several factors tend to hinder inter-local government 

collaboration. Chapter 3 discussed the obstacles, which involve substantive and 

institutional challenges. Institutional challenges include challenges related to 

regulation, and values held by the various actors. It is important to investigate 

how these institutional challenges affect the actors‟ collaborative capacity, and 

to what extent the actors are capable of addressing institutional challenges and 

developing institutional capacity. This chapter therefore provides an analytical 

framework to examine how collaboration can be achieved, and what factors 

enable collaboration in the context of rapid physical and institutional changes.  

This chapter follows collaborative planning theory and two reciprocal 

notions: institutional capacity and systemic institutional design (Healey, 1997, 

2005, 2006; Cars et al, 2002). From the perspective of institutional theory, the 

challenges facing small cities are perceived as challenges to systemic 

institutional design and institutional capacity, and, the interaction between the 

two. Systemic institutional design refers to the regulatory systems and 

structural-formal arrangements. Institutional capacity refers to the overall 

capacity of stakeholders influenced by embedded institutional values of 

stakeholders. These values which influence the cognitive processes of 

stakeholders in pursuing collaboration, also called „soft institutions‟. 

Institutional values are embodied within structural arrangements through 

interactions between governance actors.  

This chapter consists of four sections. The first section briefly 

discusses the particular perspective of governance and sustainability for this 
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study. In the second, we discuss this study‟s perspective relative to previous 

studies on inter-local government collaboration. The third and fourth sections 

discuss collaborative planning as a basis for analyzing the governance of small 

cities. The third section addresses the variety of regulatory and formal 

arrangements for establishing different types of intergovernmental 

collaboration, while the fourth section elaborates on the concept of 

institutional capacity. The chapter concludes with a proposed analytical 

framework for analyzing small city governance within a decentralized system 

and in the context of rapid expansion of growing surrounding regions. 

 

4.2 Governance, sustainability, and local government collaboration in 

small cities in developing countries 

Various definitions have been put forward for governance, 

sustainability, local government collaboration and the interrelations of these 

concepts in the urban development process. This section will discuss these 

concepts and explain how they will be used in this study.  

4.2.1 Understanding governance as implemented in this study 

Decentralization is seen as the main driving force behind the shift from 

government to governance in the governing systems of developing countries 

(Stern et al. 2003). The concept of governance has been defined as “the 

implementation of political power to manage national affairs” (World Bank 

1989), and associated with the idea of the welfare state. Later this definition 

was revised to: “the manner in which power is exercised in the management of 

a country‟s economic and social resources for development” (1992).   

To understand the concept of governance in the context of this study, 

we refer to Stoker (1998). First, governance refers to a set of institutions and 

actors that come both from within and outside of the government. This shift 

does not weaken the role of government control (Louw et al. 2003), but it 

shows that governance covers a broader notion of civil society (see also Bevir 

2010; Harpham & Boateng 1997). Second, the concept of governance identifies 

interdependency between institutions of power in achieving collective action. 

Cars et al. (2002) also stressed the need to recognize a transformation from 

strong government control into a fragmented collection of agencies. However, 

as previously mentioned, such a shift does not imply that the role of 

government actors and institutions is necessarily reduced. It does imply a 

reduced level of certainty from the government due to a fragmentation of 
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actors and networks (Louw et al. 2003). Third, Stoker explained that 

stakeholders must be able to develop the capacity to get things done. Capacity 

does not refer to the power of government to command or to use its authority. 

It refers to the capacity to create new tools and techniques for directing and 

guiding collective action (1998). This is because governance itself is not a 

homogeneous force. Governance involves an assembly of institutions that 

overlap and are linked through different processes involving civil society and 

economic relations (Jessop 1998; Gonzales & Healey 2005). 

The role of government must be seen in terms of building new 

capacity through policymaking processes, involving non-authoritative power. 

No one government actor or institution has absolute or majority power to 

steer and guide the processes of forging collective action in such a fragmented 

context. Policymaking requires processes of institution building, which in this 

context points to the capacity to work together based on a common 

understanding of important issues. 

The meaning of governance in this context refers to “the organization 

of collective action in general” (Gonzalez & Healey 2005; Le Gales 2002). The 

development of institutions can be considered a process of adopting new tools 

and techniques to direct and guide collective action, to bring together different 

networks for more consistent policy implementation (Louw et al. 2003). 

Therefore, institution building for those who formulate policies is very 

important for achieving collective action in a network dominated by 

fragmented actors (Louw et al. 2003). Increased institutional capacity in this 

context refers to the overall quality of the networks involved in a particular 

region (Healey 2006). Increasing the capacity of all stakeholders in a network 

is also important, so that fragmentation can be managed for collective action 

(Healey 2006). 

In applying this idea of fragmented actors and networks, as well as the 

importance of territory as the starting point for collective action, to the 

situation of small cities, we refer again to Cohen‟s “small cities, big agenda”. 

According to Cohen, the challenges posed by fragmentation and challenges to 

collective action have started to emerge in the small cities of developing 

countries. As discussed in the previous chapter, rapid regional urbanization 

and decentralization policies are at the root of the challenges to the 

governance of small cities in developing countries. Rapid regional urbanization 

tends to blur administrative boundaries between the core city and the 
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peripheral areas, so that urban conurbation issues emerge, for example, urban 

growth pressures, population growth pressure, and increased demand for basic 

urban services. All of these challenges should be taken into account in 

governing such cities (see Cohen 2006). In addition, rapid urbanization is also 

a driving force behind greater consumption of resources and a high rate of 

waste generation in a city (McGranahan & Satterthwaite 2003). To survive, 

small cities must also take advantage of the opportunities arising from huge 

changes (Keller cited in Rogers 2005). 

The next important questions are how small cities deal with 

tremendous changes and how governance issues relate to issues of 

sustainability. Managing the substantive problems of growth pressures in 

small cities commonly requires cooperation between regions, similar to that 

required in metropolitan regions. One of the most important reasons for 

cooperation is that the natural resources required to meet a city‟s consumption 

needs are generally supplied by the surrounding regions (Allen & You 2002, p. 

10). This is particularly relevant for growing small cities with extremely 

limited natural resources. For this reason, city stakeholders should improve 

their capacity to manage interdependent relationships with other 

administrative regions in order to deal with growth pressures in the wake of 

decentralization. It is particularly crucial to resolve the gap between the need 

because of urban growth and the need to increased capacity required for 

dealing with rapidly changing intergovernmental networks (see Han 2010; 

Klaufus 2010; Chen & Gao 2011; Liu et al. 2011; Satterthwaite 2001). 

Contextual factors, involving substantive and institutional problems, 

determine governance arrangements for small cities.  

4.2.2 Sustainability and small cities in developing countries 

It is generally argued that strengthening local government capacity is 

the key towards the sustainable development of cities in low- and middle-

income nations in Asia, Africa, and Latin America. A local government‟s 

competency, accountability, and effectiveness, in particular, are essential for 

balancing development and ecological sustainability (Allen & You 2002, p. 15; 

Satterthwaite 2009; 2011; McGranahan & Satterthwaite 2003). The essential 

role of local authorities with the necessary capacity is mentioned in WCED: 

Our Common Future (1987), and it is still relevant (McGranahan & 

Satterthwaite 2003): 
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To become key agents of development, city governments need 
enhanced political, institutional, and financial capacity, notably 
access to more of the wealth generated in the city. Only in this 
way can cities adapt and deploy some of the vast array of tools 
available to address urban problems. 

 

In this regard, the wave of decentralization policies in developing countries 

provides opportunities for local authorities to respond to the major substantive 

challenges to sustainable development. To seek a balance between needs and 

negative impact, local authorities must have both capacity and autonomy 

(Allen & You 2002).  

Furthermore, weak community involvement in small cities in 

developing countries tends to jeopardize the government‟s capacity for 

sustainable development. Because of the roles and links of non-government 

actors in the collaborative process are weak (Grindle 2007; see also Friedman 

2001 for the general context of developing countries), this could make 

collaborative processes more difficult to carry out. Grindle (2007), in her 

research on small municipal cities in Latin America, showed that most actors 

outside the local government did not have the awareness or willingness to 

pursue better governance processes. The main motivation of other actors, 

especially community actors, is commonly to “absorb a short-term benefit” 

from those in charge. Issues such as transparency or accountability of the 

process matter less (see also Friedman 2001). This situation is particularly 

clear in the case of collaborations for the provision of public services. The roles 

of non-government actors, such as the community and private sector, are also 

weak in the institution-building process of small cities in developing countries 

(see Grindle 2007).  

Within the discussion of sustainable urban governance, it has been 

claimed that contributing to sustainable development is more achievable than 

attaining the goal of building a sustainable city (McGranahan & Satterthwaite 

2003). Expressing this claim in terms of arguments about the brown vs. green 

agenda of sustainability for developing countries,6 and the challenges of small 

                                                           
6 In the Brundtland Report, the definition of sustainable development offers two aspects of equity: intragenerational equity 
(equity between or among groups within the current generation) and intergenerational equity (equity across generations 
present today or in the future). The brown agenda emphasizes intragenerational equity in recognizing that all urban 
dwellers require a healthy and safe living and working environment, and the infrastructure and services that these entail. In 
contrast, the green agenda emphasizes intergenerational equity in its concern for how urban development draws on finite 
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cities of developing countries, it can be said that a city‟s capacity to manage 

intergovernmental relations well will strengthen its efforts to satisfy the basic 

needs of its community. Good management of intergovernmental relations 

could also increase the possibility of stakeholders agreeing on collaborative 

efforts to preserve natural resources and the environment. These resources are 

important both for the populations of cities and of their surrounding regions.  

Consequently, the transformation of the governance capacities of small 

cities in developing countries towards collective action is an important part of 

achieving sustainable development. In other words, by improving their 

capacity for collaboration with surrounding regions, small cities contribute to 

a process of sustainable development. Under the emerging shift from 

government to governance, institution-building processes particularly involve 

those who are engaged in intergovernmental relations. Intergovernmental 

relations should be based on a shared understanding between various actors 

and their involvement in and contribution to sustainable development, and not 

on an authoritative style of government.  

The challenges to achieving collective action that small cities face are 

arguably as complicated as those confronting larger metropolitan regions (see 

among others, Annez & Linn 2010; Cohen 2006; UN Habitat 2006). Certainly, 

small cities cannot simply reproduce the governance practices of the 

metropolitan regions (Veron 2010). Several important questions must be 

asked, such as what are the particular requirements of urban governance in 

smaller cities for dealing with growth pressures and rapid institutional 

changes?; who are the local actors involved in governing smaller cities?; are 

these local actors making any efforts to work towards collaboration?; and how 

and to what extent are local governments capable of managing relations with 

other actors to work towards collective action? An analysis of the ways in 

which urban governance transforms rapidly urbanized smaller cities in 

developing countries is fundamental to empirical research.  

4.2.3 Previous studies of networks and institutions for local 

government cooperation  

The previous sections have explained the essential role of local 

government actors for the sustainability of small cities, and how the 

governance of small cities can contribute to sustainable development by 

                                                                                                                                              
resources and degrades ecological systems in ways that compromise the ability of future generations to meet their own 
needs (Allen and You, 2002, pp. 36-37).  
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fostering collaboration with the surrounding regions. In this regard, networks 

and institutions in local government collaboration is another important 

concept in understanding governance of small cities.  

Steering and guidance can be carried out on different scales, for 

example, urban agglomeration around major cities, urban conurbation, and at 

the metropolitan level (Salet 2006). Particularly for formal arrangements at 

the metropolitan level of governance, scholars have identified several types of 

arrangement, including autonomous local governance, confederated and 

unified regional governance, a mixed system of regional governance (Laquian 

2005; 2008), cooperation, special districts, and a two- or multi-tier system 

(Bird & Slack 2007).  

In the last two decades, public service organizations have shifted from 

hierarchies to networks (Ferlie et al. 2011). A number of studies show that 

studies on network theory and new institutionalism have begun to overlap 

with intergovernmental relations. One reason for this is that 

intergovernmental cooperation now resembles a network, or “a series of 

overlapping networks in different arrangements” (Agranof & McGuire 2003). 

Inter-local government collaboration requires social and interpersonal 

networks and face-to-face interactions to build trust, and it involves personal 

perspectives, features which it shares with social networks. Therefore, such 

collaboration can be viewed in terms of social networks (LeRoux et al. 2010; 

Thurmaier & Wood 2002; Chen & Thurmaier 2009). Intergovernmental 

relations are a type of policy network which can be positioned on the 

continuum of the “Rhodes model of policy networks” (Blom-Hansen 1997), 

between the policy community (small, cohesive, equal, stable) at one end and 

issue networks (large, diverse, unequal, fluctuating) at the other.  

Moreover, studies on inter-local government cooperation have started 

to analyze inter-local government cooperation from a sociological perspective, 

acknowledging that stakeholders are neither fully rational nor strategic in 

pursuing their goals within public sector networks. Stakeholders may be 

driven by a “logic of appropriateness” inherent in networks. In contrast to 

studies which assume rational and strategic actors focusing on structures of 

incentive, material benefit, and increasing efficiency, and which apply 

comparative and quantitative methods, the sociological perspective involves 

case studies and a qualitative approach that focuses on understanding the 

cognitive processes and social relations of the actors involved. 
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 Previous studies have argued that the greatest influence network 

theory has had on public administration is a tendency to apply a sociological 

institutionalist approach to public administration research (Jensen et al. 2004). 

However, this view has not yet been fully explored (Jensen et al. 2004). In the 

same vein, Visser (2002) argued that (geographical, demographic, and 

economic) environment and (organizational and political) culture are 

reciprocate the behavior of government officials, and in the end influence inter-

local government behavior within urban regions, for example, toward 

cooperation or conflict. 

Sociological institutionalism is one of three streams within new 

institutionalism (the other two being historical and rational institutionalism), 

which emerged in the 1970s, and sought to clarify the role of institutions in 

shaping social behavioral outcomes. Institutions are seen to hold rights, and 

seen as systems of rules and roles and decision-making procedures (Hall & 

Taylor 1996; Powell & DiMaggio 1991; Torfing 2001). Sociological 

institutionalism asserts that culture is a part of institutions themselves. 

Institutions are cultural constructs consisting of formal and informal rules, 

norms, practices, and routines, expressed in varied ways and structuring action 

in social contexts (Giddens 1984; DiMaggio & Powell 1991). Many 

institutional forms and procedures are adopted not because they are most 

efficient but because they are the cultural practices of stakeholders (Hall & 

Taylor 1996). Institutions are not fixed structures surrounding interaction 

between actors. Rather, institutions emerge and transform through the 

building of relationships among actors. 

The sociological approach emphasizes how institutions influence 

individuals, organizations, or states to act in the social context in which they 

are situated. According to this approach, the process of achieving collective 

action is dominated by the cultural capital of actors involved. Cultural capital 

creates a “frame of reference” (Healey 2006) that influences both the way 

actors build and strengthen their “relational capital” (Healey 1998, 2006; Cars 

et al. 2002), and the decisions made through the whole process of collective 

action.  

This study proposes to use sociological institutionalism to understand 

the dynamics of inter-local government collaboration. This approach offers an 

in-depth understanding of how small cities in developing countries accomplish 

collective action in the face of substantive and institutional challenges. The 
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Cirebon case explained in the previous chapter is an illustration of such 

dynamics. To examine this case, this dissertation will adopt a conceptual 

framework from institutional planning theory (Healey 2006). The conceptual 

framework will approach governance from the perspective of sociological 

institutionalism: “the way that governance process and policy meanings are 

produced through social relations”, and “the ensemble of formal and informal 

norms and practices through which governance processes are constructed, 

challenged, and transformed” (Healey 2007a, p. 14).  

The conceptual framework from institutional planning theory as a 

whole suggests two reciprocal processes: the process of setting up formal 

institutional arrangements and a legal system, or “systemic institutional 

design”; and the process of building soft institutions through daily practices 

and interactions, or “institutional capacity”. Formal arrangements can carry 

power to sustain the soft capital built through daily interaction and social 

practices. The process of building soft institutions focuses on reframing 

stakeholders‟ knowledge, and building new relations through which public 

policymaking can be accomplished and biases of interests minimized. The 

interaction between the two approaches – soft institutions and formal 

institutional arrangements – is referred to as the institutional capacity building 

process (Cars et al. 2002). 

 

4.3  Adopting the concepts of governance, sustainability, and local 

government cooperation to this study 

In this study, the focus of analysis will be particularly on local 

government. This study will emphasize inter-local government collaboration, 

focusing principally on the role of government actors in building collaboration 

between administrative regions.  

The rationale for focusing on local government specifically is that the 

role and capacity of government actors and government institutions are 

essential in the context of small cities of developing countries. First, public 

service provision is one of the main functions of government. Second, as rapid 

urbanization leads to a greater demand for basic services, which generally have 

to be provided through collaboration between different administrative regions, 

the local government is the main actor for regulating this kind of cooperation. 

Third, community involvement in the governance processes of such cities is 

generally underdeveloped. The community may be inclined to seek tangible 
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resources from government stakeholders rather than try to improve the 

governance process (Grindle 2007). 

This dissertation will also investigate the phenomenon of governance. 

Governance processes, in this study, include processes which increase the 

capacity of government actors within different networks. Under 

decentralization, efforts to develop collaboration are based on the institution-

building processes of various actors in different administrative regions. This 

means that collaboration should be the result of cognitive processes from 

which a shared understanding between government actors in different 

administrative regions is achieved. Such an understanding should mainly 

emerge from the localities themselves. In this sense, the collaboration process 

is neither a process of command from a higher level of government nor an 

entirely firm government process. No one actor holds predominant power. The 

institution-building process is shaped within uncertain environments and with 

power distributed among the actors. It is a process in which new tools are 

established for steering and guiding those who are involved in policy delivery 

(Louw et al. 2003). 

In particular, this study views governance from a sociological 

institutionalist perspective, in which institutions are rights, systems of rules 

and roles, and decision-making procedures (Rothstein 1996). Institutions are 

cultural constructs consisting of formal and informal rules, norms, practice, 

and routines, which are expressed in varied ways and which structure action in 

social contexts. Institutions are certainly the result of human activities; 

however, institutions are not necessarily the product of conscious design. 

Therefore, institutions are not only about the rules of the game, but can be 

found everywhere in everyday life, from a handshake to strategic planning 

behavior. Institutions are not merely conventions, but can become a rule like 

that of status in social thought and action. Institutions also represent collective 

outcomes, which are not the simple sum of individual interests (DiMaggio & 

Powell 1991, pp. 7-11). The sociological approach focuses on the ways in 

which institutions constitute and complicate the paths by which solutions are 

sought (DiMaggio & Powell 1991, p. 11). In other words, this approach 

addresses how and to what extent institutions influence individuals, 

organizations, or states to act in the social context where they are situated. 

As explained before, governance of small cities in decentralized 

systems is influenced by a wide range of interdependent relations between 
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stakeholders. The stakeholders are situated in a rapidly changing institutional 

environment, and are likely to have diverse cultural backgrounds, resulting in 

disparate frames of thinking. Because of these differences, the cognitive 

processes in which stakeholders are involved in building and agreeing upon a 

shared meaning are essential for achieving collective action. Consequently, 

sociological institutionalism could be an appropriate approach for 

understanding how shared meaning can be developed in a context of diverse 

cultural backgrounds of stakeholders for the purpose of carrying out collective 

action.  

The central discussion of this approach to governance addresses how 

interaction between actors takes place, and to what extent structuring forces 

(formal and informal, soft and hard institutions) constrains and/or enables 

interaction between actors, and interrelations between structure or structuring 

forces and actors (see Gonzales & Healey, 2005). Consequently, a major 

concern of this approach is recognizing the diversity of the actors coexisting 

within a certain territory, and the extent to which these actors and their 

networks build constellations around their territorial focus and create capacity 

to act collectively (Healey, 2006). 

Sociological institutionalism takes into account all forms of collective 

action, from those arranged by formal government agencies, to informal self-

regulating groups, to lobbying in response or as a challenge to dominant 

governance relations (Healey 2006). This study will focus on collective action 

arranged by formal government agencies, although it also takes into account 

the potential role and importance of community and other non-government 

actors. As explained in section 4.2.3, collaborative planning theory has two 

dimensions: systemic institutional design and institutional capacity. The two 

following sections elaborate on formal institutional arrangements and legal 

systems, and institutional capacity, and this chapter concludes with an 

analytical framework showing how these two dimensions will be implemented 

to analyze the case study. 

 

4.4 Formal arrangements for intergovernmental cooperation 

Formal institutional arrangements are typically discussed in terms of 

institutional design. Institutional design refers to “a deliberate attempt to 

change the set of rules that structures interactions within policy networks” 

(Klijn & Koppenjan 2006). These rules can be formal or informal, because there 
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are “rules in form” as opposed to “rules in use” within any structure of formal 

arrangements. Therefore the design process not only involves changing formal 

rules, but also the rules in use (Klijn & Koppenjan 2006).  

As briefly mentioned, there are two reciprocal concepts: systemic 

institutional design and institutional capacity in collaborative planning 

(Healey 2006, p. 277). Systemic institutional design refers to the formal 

arrangements and regulatory systems (hard institutions) that facilitate 

collaboration – the enabling dimension of institutional design. This concept is 

related to rules in form. Institutional capacity refers to the process of 

strengthening soft institutions, such as knowledge and relational resources, 

through daily practices (discussed in section 4.4). These institutions signify the 

generative dimension of institutional design, related to the already-mentioned 

rules in use. The collaborative perspective holds that both the qualities of the 

actors and the constitutional or formal structures are equally important for 

achieving collective action.  

Overall, there is a reciprocal relationship between the regulatory 

systems and formal arrangements (hard institutions) and institutional capacity 

(soft institutions), between the enabling and generative dimensions. This 

reciprocal relationship creates processes of institutional capacity building. The 

following section will address the enabling dimension of the collaboration 

process. 

4.4.1 Background, continuum, and models of governance 

Various models of intergovernmental cooperation have different 

backgrounds. According to Hamilton (2000), these backgrounds fall into two 

types. The first is characterized by substantive problems (see also Savitch & 

Vogel 2000) which trigger or promote either a regional response, or an 

autonomous and independent response, or both. These problems typically 

include service provision, economic development, active civil society, urban 

conurbation, lack of social equity between the core and periphery, a declining 

city center, and/or economic globalization (see also among others, Boyne 

1992; Bird & Slack 2007; Enid & Slack 2004; Frisken & Norris 2001; Le Blanc 

2006; Sancton 2001; 2005; Slack 2000; Newman 2000; Wallis 1994). The 

second type of background involves the regulatory systems of a country. The 

issues which characterize this type of background include strong or weak fiscal 

decentralization, local autonomy or local control, a dominant or weak 

provincial government, the ease or difficulty of annexation, and varying levels 
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of vertical fragmentation (see Boyne 1992; Briffault 1996; Frug 2002; 

Hamilton 2004; Laquian 1995; Sancton 2001; 2005).  

Because both types of background influence models of governance, 

major substantive problems do not always result in the formation of a regional 

government structure or regionwide institution (Hamilton 2000). Such 

problems might instead result in a response that maintains and even 

strengthens local autonomy and independence instead of moving towards 

regionwide cooperation. Examples from the United States, where local 

autonomy and independence are strong, evince this tendency. 

To generalize and differentiate between models of governance, some 

scholars have placed the different models along a continuum. Warner (2011) 

proposes, in the context of public service delivery, that governance models fall 

along a continuum between formal and informal intermunicipal cooperation. 

Towards the informal end are mutual aid agreements (single function) and 

councils of government (multiple function). Councils of government consist of 

municipal leaders who agree on various regional issues. Officially, these 

councils do not have power because they are informal coalitions, but they do 

have persuasive power for establishing cooperation. In the middle of the 

continuum is intermunicipal contracting (single function), and towards the 

formal end are special districts (single function) and consolidated regional 

governments (multiple function).  

Other scholars propose a continuum based on the number of 

governments involved and the devolution of authority from central to local 

governments (Vogel et al. 2010; see also Hamilton et al., 2004). At one end of 

this continuum is mono-centric governance, in which there is only one 

government involved, with the central government managing the cooperation, 

for example, a consolidated or unified government. At the other end is poly-

centric governance, in which multiple governments with dispersed authority 

manage the cooperation. Examples of this include „jump scales‟, in which “cities 

transcend national boundaries in order to form long term relationships” (Vogel 

et al. 2010, p. 13), and variations on intermunicipal agreements involving 

linked functions, complex networks, and public choice approaches (Savitch & 

Vogel 2000). Stakeholders in the cooperation also vary, ranging from local 

governments only, to provincial and central governments. Other actors may 

include the private sector and non-governmental organizations.  
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There are two contrasting ends of continuum for models of 

governance based on how the cooperation is carried out. At one end of the 

continuum are cooperations conducted through voluntary inter-

local/intermunicipal agreement (ILA). ILAs are usually established to increase 

the efficiency and effectiveness of public service delivery (Chen & Thurmaier 

2009). The voluntary cooperation model refers to area-wide agency based on 

voluntary cooperation between local governments with no permanent 

institutional status (Laquian 1995; 2005). In general, municipal cooperation for 

public service delivery is achieved through privatization (contracting to for-

profit providers), cooperation (contracting out to other local governments), 

and competition (having a number of alternative providers in the local 

economy). In Western countries, privatization is the most common mode of 

municipal cooperation for the delivery of public services (Warner 2011). 

Savitch and Vogel (2000) have argued that voluntary intermunicipal 

cooperation can also take other approaches, including linked functions, 

complex networks, and public choice.  

Voluntary agreement is generally considered to have several 

advantages (Frug 2002). First, it is easily achieved when local governments 

identify common problems and focus on technical matters rather than political 

issues. Second, there is considerable geographic flexibility in such agreements 

depending on which problems they address. Third, cities can achieve 

economies of scale, avoid duplication, and gain profit from long-term 

agreements. Finally, such agreements can be arranged with minimal 

restructuring of local government. Voluntary cooperation is seen as innovative 

service sharing which does not require additional governance structure 

(Zeemering 2008; Thurmaier & Wood 2002). However, one major issue with 

this model of governance is that voluntary contracts between local 

governments can allow the interests of one local government to take 

precedence over those of another because of an unequal distribution of 

resources and bargaining power (Frug 2002). 

At the other end of this continuum, are cooperations established 

through formal, regionwide governance collaboration. Regional governance is 

made up of vertical relationships (between higher levels of government and 

local governments) and horizontal relationships (between local governments) 

(see Savitch & Vogel 2000; Vogel et al. 2010). Such formal arrangements, it is 

commonly thought, can accommodate and make use of the flexibility, freedom, 

and informality present in interjurisdictional relations. By making use of these 
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values in formal arrangements, the boundaries of fragmented jurisdiction 

become less pronounced (Matkin & Frederickson 2009). Moreover, regional 

collaboration is believed to increase local governments‟ awareness of the 

regional implications of individual action (Briffault 1996), because a formal, 

regionwide arrangement functions as a forum for inter-local negotiations 

(Frug 1993, cited in Briffault 1996).  

Such regional governance is formed from the fundamental structure of 

intergovernmental relations, which are composed of administrative networks, 

financial flows, and authority relationships between the central, provincial, and 

local levels of government (Hamilton 2004). Such regional arrangements 

consist of three types of coordination: internal (public-private, formal-informal, 

political-professional), vertical (central government and division of tasks), and 

horizontal (metropolitan interventions and mechanisms).  

Some scholars have argued for particular models of governance at the 

regional level, including Laquian (1995; 2005), Savitch and Vogel (2000), and 

Bird and Slack (2007). There are four generally accepted models of 

governance, summarized in Table 4.1. 
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Table 4.1 Models of governance structure 

Arrangement General characteristics 

 

Voluntary 
intermunicipal 
cooperation 
(including linked 
functions, complex 
networks, and public 
choice) 

Area-wide agency based on voluntary cooperation 
between local governments with no permanent 
institutional status. Authority lies with local governments 
for planning, policymaking, and the execution of 
government functions. 

Mixed system of 
regional governance 

National and provincial governments share powers with 
local governments in the implementation of public 
functions. 

Unified regional 
governance, or one-
tier  authority 

A series of small fragmented municipalities in a 
metropolitan region, or a large consolidated municipality 
for the whole metropolitan, or a mega-urban region, 
under the jurisdiction of a single governing institution.  

Two-tier authority 
or multi-tier 
authority 

An upper-tier governing agency, covering a large 
geographical region, and a lower tier of municipal 
governments. This arrangement superimposes a new, 
regionwide structure over existing local governments. 
The upper-tier agency makes cooperative arrangements 
for various area-wide functions but local governments 
retain local authority. 

 

4.4.2 Different examples of models of governance structure 

Following the previous section‟s general discussion of governance 

models, this section reviews some concrete examples of the different models. 

International examples are well established and recorded in the relevant 

literature; the various contexts and backgrounds related to the various models 

of governance structure are also found in the literature. 

Structural reform through the establishment of a unified (one-tier) 

regional government was implemented in several large cities in Canada, 

including Greater Toronto (Greater Toronto Service Board or GTSB), 

Greater Vancouver (Greater Vancouver Regional District or GVRD), and 

Metropolitan Montreal (Montreal Metropolitan Community or MMC).  
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Greater Toronto initiated metropolitan governance by establishing a 

two-tier system, or federated metropolitan government, in the 1950s. This 

metropolitan government included the city of Toronto and 12 suburban 

municipalities, and was an example of a successful two-tier system (Sancton 

2005). However, there was a great deal of tension between politicians in the 

different levels and the two-tier system became dysfunctional. Later, the two-

tier system of Metropolitan Toronto became the enlarged city of Toronto. 

Greater Toronto was established by merging the administrative boundaries of 

many municipalities through an extensive amalgamation process. The region 

underwent major structural reform, in which the provincial government 

played a leading role (Sancton, 2005; Frisken & Norris 2001). The main 

background behind the establishment of a one-tier system for Greater Toronto 

was concern for the future of the region‟s economy following the recession of 

1980s. A council consisting of representative from the region‟s 30 

municipalities now governs Greater Toronto. The main roles of the Greater 

Toronto Service Board (GTSB) are to prepare regional plans, to provide 

certain major regional services, and to act on matters related to the region‟s 

economic well-being and quality of life (Frisken 2001; Norris 2001).  

In contrast to the GTSB formation process, Greater Vancouver 

changed its two-tier metropolitan system by establishing a regional district 

through what Sancton (2005) called “a lighter mechanism of metropolitan 

governance”. Existing municipal boundaries were not changed. The provincial 

government emphasized that the Regional District of Vancouver did not 

constitute a new tier of government. The regional district was not established 

through an amalgamation process; it is an institutional arrangement by which 

the 21 municipalities of the Greater Vancouver Regional District (GVRD) can 

voluntarily cooperate with each other. A board of directors governs the 

GVRD, all of whom are elected members of municipal councils, so there is no 

competing tier of directly elected local government officials (Sancton 2005). 

Metropolitan Montreal followed a similar process in establishing the Montreal 

Metropolitan Community (MMC).  

The main roles of the GVRD are to prepare a strategic regional plan – 

the Livable Regional Strategic Plan – and to provide certain public services, such 

as water supply and distribution, air quality management, solid waste 

management, and transportation planning. The most difficult task for the 
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board is regional planning, since Metropolitan Vancouver is highly 

fragmented, with 21 member municipalities (Sancton 2001).  

These Canadian examples show that structural reform requires 

significant support from a legal system, provided in this case by the provincial 

government. Municipalities in Canada are very much subject to provincial 

government control and do not have a strong tradition of local autonomy 

(Sancton 2001; 2005). There is no “municipal home rule” to protect local 

government boundaries in Canada (Sancton, 2001; Frisken & Norris 2001). 

Furthermore, the examples of Vancouver and Montreal suggest that one 

important factor of successful regionwide cooperation is transferability of 

authority, in this case from local area to regional district (the other way 

around may also be possible). These examples show that transference of 

authority is possible not only through structural reform but also through 

lighter mechanisms. In addition, these examples show that a unified regional 

government structure is preferable to a two-tier structure, because 

establishing two tiers of directly elected municipal politicians under a two-

level federal system increases vertical fragmentation.7 

Voluntary and special district models of governance structure can be 

found in examples from the United States of America. Structural reform is 

very complicated in countries with a strong culture of local autonomy. 

Metropolitan areas in the United States are highly fragmented, typically 

comprising hundreds of independent municipalities, each with a strong ego 

about their local identity (Frug 2002; Briffault 1996). Under these conditions, 

establishing government structure on a regional scale through structural 

reform is “not an option” (Downs 1994 cited in Frug 2002). However, certain 

issues require regional solutions, and this reveals the obvious insufficiency of a 

fragmented system (Frug 2002). 

In the American context, the rationale for a regional structure was the 

issue of equity in light of the substantive problems of sprawls and disparity 

between the urban core and periphery (see Savitch & Vogel 2000). The main 

concerns centered on how to achieve a more balanced fiscal capacity and a 

more equitable provision of services between the core city, which was 

experiencing a decline in quality of life, and the richer suburban areas (see 

Frug 2002; Briffault 1996). There are very few government arrangements at a 

                                                           
7
 Vertical fragmentation refers to the number of tiers in a government system (Boyne 1992, p. 334) 
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regional scale in the United States; regional problems occur within a culture of 

very strong local autonomy. However, there are thousands of voluntary 

agreements which address regional issues between local governments (Frug 

2002; Briffault 1996). This is considered an alternative approach to the conflict 

in American metropolitan areas between local autonomy and local boundaries, 

and regional issues requiring regional solutions. 

A large number of studies have been carried out on voluntary 

collaboration between local governments in U.S. metropolitan areas (see, 

among others, Zeemering 2008; Visser 2002; Chen & Thurmaier 2009). The 

voluntary collaboration model offers several advantages, as noted in the 

previous section: it is easy to implement because of the focus on common 

problems and technical issues; it is geographically flexible; it provides 

economies of scale and addresses redundancy; and it requires minimal 

restructuring. This dynamic local cooperation is facilitated by a stronger fiscal 

capacity of local government. However, it can also allow the interests of one 

area to prevail over another due to unequal distribution of resources (Frug 

2002). 

From the regional point of view, such regional institutions have 

produced functional fragmentation of regional governance in the United 

States, and they do not actually foster regional cooperation (Wallis 1993; 

Hamilton 2000). Therefore, as various studies have indicated, there is an 

emerging demand in the United States  for non-structural reform which does 

not result in an additional level of government. This demand stems from the 

need to resolve issues at a regional level despite a culture of local autonomy 

(Wallis 1994, see also Frug 1987; 2002; Briffault 1996).  

It has been suggested that this demand has been triggered by newly 

emerging capacities arising from a network-like organization, a focus on 

developing regional vision, goals, and consensus, and the involvement of 

nongovernmental actors through cross-sectoral collaboration with public 

sectors (Wallis 1994). The concern for economic development, regional 

infrastructure and services, and environmental protection, are other forces in 

favor of regionwide government arrangements (Wallis 1994). Voluntary 

regionwide cooperation  – that preserves the authority of local governments 

and emphasizes the capacity to network and collaborate – has been emerging 

in metropolitan areas in the United States. It is similar to the lighter 

mechanisms for metropolitan governance adopted in Canada (Sancton 2001; 
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2005), but the process in the United States is characterized by its emergence 

from local authority rather than its imposition on local authorities by a higher 

authority.  

Another model of government structure is two-tier regional 

government. Sancton (2001) has argued that this model is more acceptable in a 

European context. It is especially appropriate for non-federal European 

countries because they have less vertical fragmentation than America 

metropolitan areas (see Boyne 1992). For this reason, according to Sancton 

(2001), direct election of upper-tier local authorities is likely to be less 

problematic, with a higher likelihood of successful positioning of upper-tier 

local authorities between local and state authorities than in Canada and the 

United States. Other scholars, however, have disagreed, arguing that 

metropolitan governance in a top-down approach, through the establishment 

of a multi-tier model or a unified metropolitan government, would not fit the 

European context (Lefevre 1998; see also Gualini, 2004; Salet & Woltjer 2009). 

In the case of the Randstad Region in the Netherlands, for example, such an 

approach would be unsuitable because the top down approach would not be 

embedded in the soft institutional capital of interregional networks (Salet & 

Woltjer 2009). In the case of Italy, a regional level within the government 

structure formed through a top-down approach would not be suitable because 

institutional fragmentation allows the representation of the greatest number of 

political parties (Dente 1988 cited in Lefevre 1998).  

In the same vein, more recent studies maintain that introducing an 

additional tier, especially for the provision of public services in Western 

Europe, would not be preferable because of the complexity of the transfer of 

authority to regional bodies and relatively weak regional and provincial 

governments. A pure intermunicipal cooperation arrangement or several 

mixed public arrangements (intermunicipal cooperation together with an 

upper level of government or special government body) would be much more 

appropriate for public service provision (Hulst  & Van Monvort 2007, pp. 212-

214). Hulst and van Monvort (2007, pp. 3-8) argue that the intermunicipal 

cooperation strategy is more appropriate for Western Europe in the context of 

a “rising scale of production and mobility and the growing market pressure”. 

Therefore, metropolitan government should take a bottom up approach to 

intermunicipal cooperation which should also be embedded in local soft 

institutional capital, which means that it should be based on political, 



94 

 

Analytical Framework  

psychological, and social elements constructed over time (see Lefevre 1998; 

Gualini 2004; Salet & Woltjer 2009).  

4.4.3 Specific characteristics of developing countries  

Developing countries, most of which have experienced a change of 

regime from an authoritarian to a democratic government, have specific 

characteristics that influence their governance process. This section examines 

several examples from governance literature on developing countries. 

Major studies on regional or metropolitan governance in developing 

countries generally discuss the influence of the institutional legacies of 

(former) authoritarian regimes, which act as structuring forces for the 

management of urban and metropolitan regions. These institutional legacies 

influence the selected models of metropolitan governance as well as their 

formation process. Under the new democratic regimes, innovation is often 

found at the sub-national level and in metropolitan governance. Improvement 

of the capacity for intergovernmental negotiation involves both formal and 

informal institutions (see among others Firman 2010; Guarneros-Meza 2009; 

Souza 2005; Laquian 2005a; Porio 2012; Vogel et al. 2010).  

Urban governance in Mexico, for example, has to contend with 

corporatism, social segmentation, and organizational fragmentation – 

institutions inherited from the previous authoritarian regime. These 

institutions coexist and interact with current macro processes of neoliberalism, 

decentralization, and democratization. Past and current issues of governance 

are concerned with institutional innovation which has emerged at the local 

level in which collaboration sought to “formalize itself as new institutions 

challenging the old-state monopolization of decision-making”   (Guarneros-

Meza 2009, p. 478).  

In Brazil, the institutionalization of metropolitan governance by an 

authoritarian military regime without involving sub-national government 

(municipalities) created two institutional problems. First, the current 

democratic regime tends to ignore the problems faced by metropolitan regions, 

because they are considered remnants of the authoritarian regime. Second, the 

centralization of metropolitan governance has fostered a lack of capacity for 

involvement at the sub-national levels of government, and a lack of 

intergovernmental mechanisms for managing the metropolitan regions. Both 

these institutional problems have resulted in a vacuum in metropolitan 
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governance under the present process of re-democratization in Brazil (Souza 

2005).  

Metropolitan governance administration and management in Brazil 

has become a matter of negotiation between three tiers of government. 

Improving the capacity for negotiation should take into account informal as 

well as formal rules. In addition, new regulations for metropolitan regions 

must comply with the new democratization. The Brazilian case indicates that 

institutional design in the context of a metropolitan governance vacuum 

should take into account both formal and informal rules under democratization 

(Souza 2005).  

Examples from the Asian region indicate contextual similarities. Local 

autonomy in Asia is characterized by political fragmentation (Laquian 2005a) 

and is subject to the dominance of local elites and “political dynasties” in local 

leadership (Laquian 2005a; see also Porio 2012). Coordination within 

metropolitan regions in Asia has so far been characterized by vertical and 

horizontal conflicts (Firman 2008; see also Friedman 2001).  

Moreover, metropolitan regions in Asia are generally perceived as 

more than simply settlements requiring efficient public services, unlike 

metropolitan regions in Western countries. They have additional roles as “the 

engines of economic growth, the agents for transformation of societal values, 

the loci of authority and power, and the sources of national leaders” (Laquian 

2011, p. 313). Given the tension of political fragmentation and the importance 

of metropolitan regions, governance of metropolitan regions mainly involves 

political activity, for example, the pursuit of a shared vision and the election of 

local political leaders. Cooperation to increase the efficiency of public service 

provision is not a priority, as Laquian observed (2011, p. 314): 

 

Autonomous local government in Asia city-regions have not 
been too eager to cooperate with each other and they have failed 
to pool their resources and coordinate their efforts to make 
infrastructure and urban service delivery more efficient. 

 

Preferred metropolitan governance models in Asia involve two-tier or multi-

tier government structures. Examples include the MMDA (Metro Manila 

Development Authority) in the Philippines, the RAJUK (Dhaka Capital 
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Development Authority) in India, and the BMA (Bangkok Metropolitan 

Administration) in Thailand (Laquian 2005a; see also Devas 2005).  

However, multi-tier models are quite complicated. Because of a lack of 

power of the metropolitan body, other city-regions in Asia, especially in 

“technologically-advanced countries” (Laquian 2011, p. 314), have tended to 

establish unified metropolitan governments. This model is preferable partly on 

account of the institutional legacy in Asia of (previously) authoritarian regimes 

in which the central government had a strong role. This institutional legacy 

has resulted in predominantly top-down governance reform by central and 

provincial governments. Several metropolitan governances systems 

established through this process are considered successful: Tokyo 

Metropolitan Governance (for strategic planning); Osaka and the Seoul 

Metropolitan Region (for selected area-wide services); and Beijing and 

Shanghai (for reorganization of their financial structure). In all of these, the 

central government played a strong role, both in the development and control 

of metropolitan cities: mayors are appointed centrally, and very limited powers 

are given to the districts (Laquian 2005a). Another characteristic of 

metropolitan governance in Asia is limited engagement of civil society 

(Friedman 2001), a situation that is expected to continue into the near future 

(Laquian 2005a). 

Another model of governance applied in Asia is the mixed model. This 

refers to a sharing of responsibility between the central, provincial, and local 

governments. Such a model may be established to provide certain public 

services, for which the local government follows the standard set by the 

central government. For example, in a mixed waste management system, the 

local government might be responsible for the collection of waste, while the 

central and provincial governments manage incineration or disposal. The 

mixed model is also typically formed to undertake broader functions, such as 

those overseen by the Jakarta Metropolitan Region (JMR) with BKSP 

(Cooperating Body of JMA Development) (Firman 2003; 2008). Difficulties in 

sustaining cooperation through a merely structural approach, in the face of 

institutional legacies left by previous regimes, has led to a discussion of the 

role of culture in governance in Asia and other developing countries. Culture 

includes trust, vision and understanding of the leadership at the regional level, 

ideological factors, and traditional ways of doing things and the selection of 

regional governance processes and models (see among others Firman 2010; 
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Hudalah, Firman, & Woltjer 2013; Laquian 2005b, pp. 123-128; Islam et al. 

2003, p. 218).   

Laquian (2005b, p. 126) has discussed several leadership factors that 

may be significantly correlated with success in regional governance in the 

specific context of Asian metropolitan regions: (1) strong links to the central 

government, because central government resources are important for carrying 

out big projects; (2) metropolitan or regional scope of leadership, that is, the 

ability of leaders in the region to act together and pursue common objectives 

at the regional level, giving them stronger bargaining power with the central 

government; (3) commitment of urban citizens to wider issues; and (4) more 

generalized public support, often from civil society groups.  

From the preceding discussion, a more detailed framework can be 

built. Such a framework is provided in Figure 4.1, Table 4.2, and Figure 4.3.  

A process of amalgamation through structural reform as a means of 

integrating regional or metropolitan governance has tended to be unpopular in 

both developed and developing countries, and particularly in Asian countries. 

This is true also of structural reform achieved by introducing new tiers of 

metropolitan governance (see Figure 4.1). The latter is seen as creating too 

many conflicts of interest between metropolitan and local tiers. Instead of 

these, a new way of integrating regional or metropolitan governance is 

emerging through lighter mechanisms of regional governance, which include 

factors such as commitment, trust, and willingness to engage voluntarily in 

regional governance conferences, meetings, and joint authorities to share 

experience and to reach shared commitments regarding regional-wide 

problems and goals. For countries in Asia, culture, which includes ideological 

factors, traditional ways of doing things, and vision and understanding of the 

leadership at the region level, should be a prominent factor in the selection of 

regional governance process and models. 

Table 4.2 shows that the regulatory systems and governance cultures 

of different countries influence the selection of models of government 

structure. Table 4.2 is therefore an extension of Table 4.1. The latter 

summarizes several accepted models of government structure. Based on where 

the authority for carrying out public functions lies, the table identifies five 

possible models of government structure. This is, of course, a simplification of 

the many complex factors that characterize each of the models.  
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Table 4.2 Characteristics and backgrounds of models of 

government structure 

Models General characteristics Specific background of 
the models 

Voluntary 
cooperation 

Area-wide agency formed on the 
basis of voluntary cooperation 
between local governments with 
no permanent institutional status 

 Strong local autonomy 
and independence 

 No additional level of 
government 

 No specific body of 
cooperation 

 Can progress to a 
metropolitan-wide 
cooperation over time, 
through lighter 
mechanisms and 
networking capacity 

Unified 
regional 

governance 
or one-tier  
authority 

A single governing institution has 
jurisdiction over a series of small 
fragmented municipalities in a 
metropolitan region, or a large 
consolidated municipality for a 
whole metropolitan or mega-urban 
region 

 Strong influence of 
higher authority 

 Less attached to local 
autonomy 

 Additional level of 
government 

Two-tier or 
multi-tier 

authority or 
confederated 
government 

An upper-tier governing agency, 
covering a large geographical 
region and a lower tier of 
municipal governments. 
Superimposes a new regional 
structure over existing local 
governments 

 Strong influence of 
higher authority 

 Additional level of 
government 

 A chance of success in 
situations with limited 
vertical fragmentation 

 In certain examples, this 
model is selected to deal 
with institutional 
fragmentation 

Mixed 
system of 
regional 

National and provincial 
governments share powers with 
local governments in the 

 There is a variation in 
degree of involvement of 
higher authority, from 
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government implementation of public functions 

 

strong to moderate 

 Commonly implemented 
to deal with political 
fragmentation  

 No additional level of 
government 

 

Voluntary cooperation involves a system in which authority mainly 

rests with local government. Voluntary cooperation is effective when dealing 

with a strong culture of local autonomy. This model is relatively simple, 

because it does not require institutions at a regional level to manage the 

cooperation (especially for voluntary agreements) and it focuses on technical, 

rather than political, matters.  One drawback is that it allows the interest of 

one local government to prevail over another. A mixed system of regional 

governance is one in which authority is shared among different levels of 

governance (national, provincial, and local). In a unified regional governance 

system, authority is held by a single governing institution, which manages 

public services and functions for the territories under its jurisdiction. This 

model can encompass a series of small fragmented municipalities in a 

metropolitan region or a large consolidated municipality. Finally, a two-tier or 

multi-tier system, or federal regional governance, is a system in which an 

additional tier of government is introduced above existing local governments 

to serve specific area-wide functions, while local authorities are retained.  

 

Figure 4.1 Process of selecting models of government structure 
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4.5 Institutional capacity to pursue inter-local government 

collaboration 

Following the previous discussion of the various formal arrangements 

for inter-local government collaboration, this section examines the concept of 

institutional capacity in terms of the daily practices and interactions of 

stakeholders in public policymaking. 

Many authors, including Laquian (1995), have maintained that 

historical, cultural, and political factors influence decision-making. For 

example, countries previously dominated by a strong central government have 

commonly favored unified regional governance. Moreover, studies have made 

it clear that legal systems contain both regulatory and normative institutions 

(e.g., Matkin & Frederickson 2009). Regulatory institutions comprise rules, 

laws, and sanctions, while normative institutions are concerned with values, 

norms, and roles that shape understanding regarding appropriate social 

behavior. 

Collaborative planning theory involves sociological institutionalism 

and the communicative approach to analyze the complex relations inherent in 

governance processes between institutions and actors (Healey 2006). 

Collaborative planning theory is positioned within the nexus of power, 

knowledge, and rationality. Planning, according to this theory, involves 

various forms of reasoning, based on interpretation, shared meaning, exchange 

perceptions, roles and norms, and intersubjective argumentation. All these 

forms of reasoning are important in collaborative planning theory (McQuirk 

2001). This theory also offers an idea to complement an instrumental 

rationality based solely on scientific logic and empiricism (Innes 1999). This 

kind of reasoning, developed through the communicative approach, involves 

intersubjective rationality or communicative rationality (of actors). Recent 

literature on new institutionalism refers to these processes as a logic of 

appropriateness. As discussed in section 4.2, a similar notion has been adopted 

extensively in more recent studies on intergovernmental relations. Table 4.2 

summarizes the main characteristics of the logic of appropriateness, which has 

become a dominant form of reasoning under sociological institutionalism, and 

an important principle of the communicative approach. 

Furthermore, as discussed in section 4.2, recent studies on inter-local 

government collaboration have shown that trust and interpersonal networks 

are important factors in such efforts. In addition, the complicated nature of the 
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issues involved, the division of power for policymaking, and the diversity of 

stakeholders have reduced the certainty and increased the difficulties of 

sustaining interjurisdictional collaboration. It is especially difficult to resolve 

policy issues if stakeholders depend solely on scientific, technical, and empirical 

reasoning. Because of this, the core debates within the domain of public sector 

networks have shifted from efficiency, accountability, management, and 

performance of government actors (see Thurmaier & Wood 2002) to structure 

and power relations among government actors (see Frederickson 1999). There 

has also been a shift in perspective, particularly in political science, about how 

actors reason and act, from a logic of consequences to logic of appropriateness. 

The latter logic is based on a sense of identity: “actors behave in accordance 

with rules and practices that are socially constructed, publicly known, 

anticipated, and accepted” (Olsen 2001, p. 193). 

By adopting institutional planning theory to analyze inter-local 

government collaboration, this research emphasizes the institutional 

dimension of inter-local government collaboration. It is important to recognize 

and understand the formal institutional arrangements that are suitable to 

specific contextual challenges.  

 

Table 4.3 Social logic  

Concept Characteristics of the concept 

Logic of appropriateness Shared meaning and practice, identity, flexible, varied, 
culture dependent, rules and practices are socially 
constructed, accepted, publicly known, rules derived 
from socially constructed identities, belonging, and 
roles 

Source: March and Olsen, 1996 

 

The notion of institutional capacity emerges from Putnam‟s concept of 

social capital (1993). Originally, the notion of social capital referred to fixed 

capital that could be built as society developed over a long period of time 

(Putnam et al, 1993). Social capital is defined as “features of social 

organizations such as networks, norms, and social trust that facilitate 

coordination and cooperation for mutual benefit” (Putnam 1995). Putnam 

argued that coordination and cooperation are made easier in a society 
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possessing a substantial stock of social capital. Abundant social capital would 

result in collective benefits such as better schools, faster economic 

development, lower crime, and more effective government.  

 Fukuyama (2001) defines social capital as “an instantiated informal 

norm that promotes co-operation between two or more individuals”. This can 

include a simple reciprocal norm between two individuals. The key to this 

definition is that the norms must be instantiated. In this sense, it is capital 

inherent to the relations between actors, and does not belong to individuals or 

organizations (Maloney et al. 2000). Trust, networks, civil society, and 

traditional virtues such as honesty, commitment, and reliability are byproducts 

of social capital (Fukuyama 2001). 

According to Innes et al (1994; p. 47), institutional capital, an 

adaptation of the concept of social capital, is newly created capital beyond what 

individual actors possessed before a collaborative process began. More 

specifically, institutional capital is an analytical concept for considering how 

culturally embedded contexts, which include formal and informal rules, 

influence the transformation of governance processes towards collective action 

(De Magalhaes et al. 2002, p.54; Davoudi 2005; Healey 1998; Innes et al. 1994; 

Innes & Booher 1999; Khakee et al. 2002). Additionally, institutional capacity 

is defined as the capacity of networks as a whole, not the capacity of specific 

actors in themselves (Healey 2006).  

Although the concept of institutional capacity is adopted from social 

capital, its perspective is more dynamic as Fukuyama (2001) argues. It can be 

created, changed, and developed actively by the people involved through 

sharing knowledge and building relations between stakeholders (Gualini 2002, 

p. 34). It is not a fixed stock of capital accumulated over a period of time. 

The concept of institutional capacity is operationalized through three 

elements of social interaction: knowledge resources, relational resources, and 

mobilization capacity (De Magelhaes, Healey & Madanipour 2002, p. 54; 

Healey 1998 and 2006).  

Knowledge resources are flows of knowledge or knowledge exchange 

among stakeholders, as well as the learning process which takes place through 

the whole course of stakeholders‟ interactions. These resources can be the 

frame of reference, creativity, or knowledge ability, which are relevant for 

collaboration (De Magelhaes et al. 2002, p. 54). Relational capital is built 

through interactions during specific events. It can be assessed using several 
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criteria, such as the nature, reach, and quality of the relational networks 

brought to and generated in the collaborative process by stakeholders (De 

Magelhaes et al. 2002, p. 54), access to networks, and the forces linking 

networks (Khakee 2002).      

 

Figure 4.2 Institutional capacity’s framework 

 

 

 

 

 

 

 

 

 

(Coaffee & Healey 2003; Gonzales & Healey 2005; Healey 1998; 2003) 

 

Mobilization capacity is capacity resulting from the coupling of 

knowledge and relational resources, from alliances in which shared knowledge 

has emerged. It is achieved through the combination of sharing knowledge and 

building relational capital within (policy) networks (Healey, 2005). 

Mobilization capacity can be assessed according to several criteria, such as 

range of mobilization techniques, consensus-building practices, and the 

character and role of key agents (Khakee 2002). While previous studies have 

also noted that knowledge (discourse) and relations (networks) are insufficient 

for building institutional capacity successfully, opportunities also play an 

important role in the success of the process (Coaffee & Healey 2003; Gonzales 

& Healey 2005; Healey 2007b). There are two established approaches towards 

opportunities: structures of opportunity, or political opportunity, and moments 

of opportunity. Political opportunity represents opportunities that are stable 

and consistent, such as the opportunities present in a national political system. 

Moments of opportunity are more dynamic opportunities, those which provide 
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a crack in the system of power relations, such as a situation of conflict or 

controversy; any crisis presents moments of opportunity (Healey 1998, 

Kingdon 1984; Hudalah et al. 2010). 

The cognitive processes and shared meaning which change 

governance culture, so as to increase institutional capacity, are formed through 

three levels of institutional relations, or three dimensions of governance 

(Healey 2003; Coaffee & Healey 2003). The transformation of governance 

culture can take place only if all three levels of institutional relations are 

fulfilled. These levels are: specific episodes, governance processes, and 

governance culture. Specific episodes refer to the interactions of actors within 

specific arenas (institutional sites), in which they express ideas, develop 

strategies, and make decisions. Through specific episodes, actors learn the 

discourse, practices, and values embedded in the established governance 

processes. This level is about the power of interpersonal relations. Governance 

processes are power relations embedded in organized institutional practices 

and deliberately manipulated by strategic actors, the mobilization of bias 

behind the scenes. Governance culture refers to a deeper level of assumptions, 

habits, and routines that are taken for granted. In practice, the three levels are 

present in any interaction (Coaffee & Healey, 2003). Changing ways of 

thinking through mobilization of knowledge and relations, and utilizing 

opportunities throughout the process has the potential to transform 

governance process and governance culture (Healey 1997). Finally, the 

capacity that is created is expected to counter structuring forces and produce 

desirable social change. 

However, structural arrangements are not always able to facilitate 

locally contingent processes which build up social, intellectual, and political 

capital (Healey 2006, p. 283). Healey (2006, p. 279) further elaborates: 

 

If the culture-building process of strategy making has been rich 
enough and inclusive enough, the strategy should have become 
widely shared and owned by participants and stakeholders to 
whom they are linked. It will express a robust consensus. But 
such agreement will always disadvantage some, and may well be 
put under pressure as circumstances change, new stakeholders 
appear, and new fractures appear among them. It is here that 
the hard infrastructure of institutional design plays such an 
important part, providing formalized rules and resources which 
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may foster maintenance of agreements or undermine them. As 
part of the soft infrastructure, however, stakeholder 
communities which engage in strategy-making exercises need 
to consider how agreement will be formalized and maintained, 
and how the strategic ideas and process will be monitored and 
maintained over time.  

 

In addition to the question of how to develop the capacity to govern through 

the two approaches of formal arrangements and social relations and cultural 

frameworks, another important question is about the extent to which formal 

arrangements are able to balance the capacity to govern in the process of 

transforming structuring forces into political resources. This is particularly 

applicable to small city governance.   

Figure 4.3 refers to the theoretical framework and explores potential 

institutional design for the governance of small cities in developing countries, 

in the face of the substantial challenges of rapid urbanization and the 

institutional challenges posed by decentralization (Chapter 3). The two 

challenges discussed in Chapter 3 make it clear that in order to contribute to 

sustainable development, small city governance must involve an investigation 

into how cities can build their capacity to collaborate with other regions, and 

how a city is able to contribute to sustainability (Satterthwaite 1997) 

There are several factors which facilitate collaboration between local 

governments and with higher levels of government. The first factor is robust 

structural reform to integrate regional or metropolitan governance. Even 

though this form of integration has not been preferred in either developed or 

developing countries, regional governance formed in this way has been 

successful in some technologically advanced Asian countries. A newer way of 

integrating regional or metropolitan governance has emerged through the 

lighter mechanisms of regional governance, including some soft institutional 

factors, such as commitment, trust, and a willingness to become involved 

voluntarily in regional governance conferences, meetings, and joint 

authorities. Furthermore, culture is another important factor which should be 

taken into account in the selection of regional governance process and models. 

This is particularly the case for Asian countries that have to deal with the 

institutional legacy of previous authoritarian regimes. 

In forming interregional collaborations under decentralization, it is 

essential not only to conform to legal systems, but also to comply with the 
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various institutional values that impact efforts towards collective action. It is 

therefore important to investigate how soft institutions influence the success of 

inter-local government collaborations.  

Collaborative planning theory maintains that stakeholders influenced 

by particular inherited values can be encouraged to pursue and develop a 

shared meaning and a cognitive process to achieve collective action through 

institution building. Institution building involves complying with regulatory 

systems, as these system have the power to embody the collective action 

process (Figure 4.3 below), and increase the capacity of the actors involved. By 

adopting the two dimensions of inter-local government collaboration, we can 

investigate how governance processes in small cities are institutionally 

designed, given the current rapid urban growth and decentralized government 

capacity, and apply this to the specific case of Cirebon City, Indonesia. 

 

Figure 4.3 Analytical frameworks: Potential process of institutional 

design for the governance of Cirebon City and its surrounding regions 
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Chapter 5 

Systemic Institutional Design for Urban Governance: 

Indonesia, Cirebon, and fresh water cooperation 

 

5.1 Introduction 

As discussed in Chapter 3, rapid urbanization, decentralization policies, 

and, to a lesser extent, the economic forces of globalization have created 

challenges for Cirebon City. The city faces difficulties in providing public 

services, in particular those which require collaboration with other regions. 

Demand for such services has increased. This challenge – of sustaining the 

provision of basic services – raises questions and issues about how cities 

contribute to brown sustainability (Chapter 4). 

Chapter 3 concluded that decentralization policies and increased 

regional autonomy have necessitated changes in the regulations, laws and 

formal arrangements governing intergovernmental relations in Indonesia, 

from which inter-local government cooperation is established. Municipalities 

and districts are strongly autonomous in terms of the authority to manage 

local issues. Decentralization has considerably reduced and made less 

significant the provincial government‟s role in the New Order regime in 

contrast to the role of local government. However, the reality on the ground is 

that local governments in Indonesia, particularly in small and medium 

municipalities, are still very dependent on central government funding (Silver 

et al. 2010). 

On the one hand, the power and authority devolved to local 

governments and the rapid enactment of new regulations under 

decentralization policies provide opportunities for local actors. New regional 

networks are characterized by more powerful roles for local actors than ever 

before (see Asher 2002; Hadiz 2007). In this sense, the environment in which 

local actors find themselves offers opportunities for developing new networks 

to address local and regional problems. These changes could provide new 

possibilities for small cities like Cirebon to position themselves and more 

favorably and to fulfil new roles within the new regional networks. 

On the other hand, as discussed in Chapter 3, the quality and 

improvement of public service provision at the local level in Indonesia has 

shown increased uncertainty (Lewis 2010). Uncertainties may pertain more 
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clearly to cases involving inter-jurisdictional cooperation (see Mishra 2002). 

Meanwhile, particularly for public services that directly impact the basic needs 

of the community, the pressure to provide such services is high due to their 

effect on the people‟s quality of life. The opportunities provided by new local 

and regional networks require local areas to be not only more self-reliant but 

also more collaborative in addressing local problems. Indonesia‟s current 

decentralization policy requires cities and their surrounding regions to 

improve their collaborative capacity. 

This chapter investigates the systemic institutional design of 

collaboration with an emphasis on the regulatory system and formal 

arrangements. This chapter has three objectives. The first is to discuss 

previous studies on inter-local government cooperation in Indonesia, 

particularly concerning the Jakarta Metropolitan Region (JMR) Greater 

Yogyakarta (Kartamantul). This is expected to reveal some major factors of 

cooperation from the dimension of regulation and formal arrangement. The 

second objective is to examine the various types of inter-local government 

cooperation arrangement existing in decentralized Indonesia and to discuss 

these variations in terms of the analytical framework presented in Chapter 4. 

The main sources for this analysis will be regulations concerning Indonesian 

decentralization policies and regional autonomy, inter-local government 

cooperation, and water resource management. Policy papers and literature will 

also be referred to. The third objective is to analyze which model, or models, of 

cooperation is the best option for the inter-local government cooperation 

between Cirebon City and its surrounding regions, in the context of theoretical 

perspectives and Indonesia‟s legal system. To this end, this chapter will 

examine how cooperation processes are carried out and what models of 

governance are currently employed. Data used for this objective will include 

policy documents, such as the Comprehensive River Basin Plan and the Taman 

Nasional Gunung Ciremai Plan, materials relating to the agreement between 

Cirebon City and Kuningan District, government regulations, and interviews 

with local, provincial, and central government officials.  

This study examines the cooperation between Cirebon City and 

Kuningan District in the provision of fresh water. This has been selected 

because it appears to be representative in several ways. First, the conflict 

between the actors involved share similarities with conflicts over water 

scarcity and shared water resources in Indonesia, particularly in Java. Second, 

the current institutional arrangement for this cooperation is typical of 
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institutional arrangements for shared water resources in Indonesia, 

particularly in Java. The conflict and arrangements are representative in part 

because municipal cities in Java are commonly surrounded by districts which 

frequently act as suppliers of natural resources, including fresh water, to the 

core cities. This common core-periphery relation in Java requires cooperation 

between municipalities and their surrounding districts. Moreover the type of 

institutional arrangement for fresh water provision between the core and 

periphery is also more or less the same as that between Cirebon City and 

Kuningan District (Bappenas 2011). Finally, because of its typical 

characteristics, the fresh water cooperation between Cirebon City and 

Kuningan District is expected able to provide a “force of example” (Flyvbjerg 

2006, p. 228) for illuminating idiosyncrasies in the governance of small cities 

in developing countries in general, and in Indonesia in particular. 

 

5.2 Inter-local government cooperation under Indonesia’s 

decentralization policy 

To investigate which formal arrangement might be suitable for the 

case selected, it is first important to understand the new regulatory system for 

inter-local government cooperation in decentralized Indonesia. 

Decentralization policies and increased regional autonomy, discussed in 

Chapter 3, have created a new setting for intergovernmental relations in 

Indonesia, within which inter-local government collaboration efforts are 

situated. 

Municipalities and districts have become autonomous regions, over 

which the provincial government does not have administrative control. The 

provincial government‟s role in monitoring and coordinating districts and 

municipalities has decreased significantly. This has created ambiguity in the 

relationships between provincial governments, districts and municipalities 

(UNDP Indonesia 2009). The hierarchical relationships between provincial, 

districts, and municipalities have become unclear (UNDP Indonesia 2011). At 

the same time, executive and legislative institutions, whose members are 

elected by the local community, have significantly increased the power of local 

governments over administrative territories. This has created further 

ambiguity over whether district and municipal governments should be 

accountable to the central government or the community (see UNDP 

Indonesia 2009).  
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Table 5.1 shows how regulations associated with intergovernmental 

relations have changed over time. UU No. 22/1999 changed to UU No. 

32/2004, for example. This new decentralization law strengthened the role of 

the provincial government by stating 11 mandatory responsibilities of the 

provincial government (Article No. 14, UU No. 32/2004). How these are 

implemented is explained in detail by the guidelines in Government 

Regulation/PP No. 38/2007, which strictly controls distribution and sharing 

of responsibilities among different level of governments. However, the PGSP-

UNDP argues that the guidelines on the one hand create possible duplication 

and conflict of responsibility among different levels of government. On the 

other hand, the guidelines leave room for different levels of governments to 

avoid taking responsibility for specific tasks (UNDP Indonesia 2009).  

 

Table 5.1 

Regulations related to decentralization policies, regional autonomy and 

inter-local government cooperation 

No Regulations Description 

1 Law/UU No. 22/1999 changed 

to Law/UU No. 32/2004  

Decentralization policies and 

regional autonomy 

2 Government Regulation in lieu 

of Law /Perpu No. 3/2005 and 

Law No. 8/2005 

The first amendment to UU No. 

32/2004 (local election process) 

3 Government Regulation/PP No. 

25/2000, which referred to UU 

No. 22/1999, changed to 

Government Regulation/PP No. 

38/2007 

Division and sharing of 

responsibilities across the 

different levels of government 

(implementation guidelines to 

Article No. 14, UU No. 32/2004) 

4 Law/UU No. 12/2008 

 

 

The second amendment to UU 

No. 32/2004 (regional 

government-local election process, 

responsibilities, and qualification) 

5 Government Regulation/PP No. 

19/2010 

Re-strengthened the role of 

provincial government in 

decentralization policies and 

regional autonomy 

(Implementation guidelines to 
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Article No. 38, UU No. 32/2004) 

6 Government Regulation/PP No. 

50/2007 

Procedures for inter-local 

government cooperation 

(Implementation guidelines to 

Article No. 197, UU No. 32/2004) 

7 Ministerial 

Regulation/Permendagri No. 

22/2009 

Technical guidance for inter-local 

government cooperation 

 

Efforts to strengthen the role of provincial governments have 

continued. In 2010, the government issued PP No. 19/2010. This government 

regulation emphasized the governor‟s dual role as head of a province and a 

representative of the central government. However, the regulation was seen as 

not answering important policy questions about the scope of responsibilities 

and powers entailed in these dual roles. Another source of ambiguity concerns 

the kind of power which the provincial government, as the representative of 

the central government, has over issues relating to districts and municipalities, 

given its unclear hierarchical position relative to districts and municipalities 

(UNDP Indonesia 2009). This ambiguity undermines the ability of the 

provincial government to conduct monitoring and coordination tasks (UNDP 

Indonesia 2009). 

Law No. 32/2004, on Decentralization Policies and Regional 

Autonomy, has been amended twice, in 2005 and 2008. On both occasions, 

amendments focused on the local election process and the role of the political 

party, the responsibility and authority of local councils, and the regent/mayor 

and vice-regent/mayor. There were also gaps of three and five years between 

the issuing of Law No. 32/2004 and the issuing of Government Regulation 

(PP) No. 50/2007 and Ministerial Regulation (Permendagri) No. 22/2009. 

The latter two provide regulations on inter-local government cooperation 

under Law No. 32/2004. 

PP No. 50/2007 provides implementation guidelines for articles No. 

195-197 of UU No. 32/2004. The articles mention that in the interest of public 

welfare, cooperation between local governments is allowed. If conflict occurs, 

resolution will be facilitated by the governor (for conflict between local 

governments in the same province) or by the Ministry of Internal Affairs (for 

conflict between local governments in different provinces). A detailed 
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implementation guide on how to conduct inter-local government cooperation 

was published in Permendagri No. 22/2009. Apart from the significant time 

lag between the issuing of these related regulations, they were perceived as 

“too simplistic” for regulating the complex inter-local government 

cooperations in urban and regional development in Indonesia (Firman 2010, p. 

405).  

Decentralization and increased regional autonomy in Indonesia are 

ongoing and continuously developing. There is ambiguity in the relations 

between sub-national governments (provincial, district, and municipal). The 

role of the provincial government in coordinating and monitoring remains 

weak and unclear. Local governments continue to rely fiscally on the central 

government. Local power has increased and with it comes daunting local 

responsibilities. These factors, combined with the rapid issuance of regulations 

which sometimes overlap and are vague (UNDP Indonesia 2011, p. 8) or too 

simplistic (Firman 2010, p. 405), or, conversely, the delayed issuance of 

implementation guidelines, carry significant implications and ramifications. 

Disparate interpretations of the enacted regulations may emerge, and 

discrepancies may occur in the responses and arrangements made by local 

governments in the face of local problems.  

These consequences may prove more persistent for problems 

involving inter-local government cooperation or multiple levels of 

government, as these involve a greater number of actors. Such problems will 

likely be even more persistent for cooperations relating to local resources 

because of the strong interest of local actors (see Firman 2008). The nature of 

cooperation may be amended and adapted to suit the local actors‟ perception 

on regulations relating to the management of resources. In Andersson and 

Ostrom‟s (2008) discussion on natural resource management in Bolivia 

(Chapter 3, section 3.4), we see that actors may perceive regulations differently 

and apply their perceptions in favor of their own region. A natural resource 

may become a valuable source of local potential, and not only for the local 

fiscal capacity. A natural resource may be perceived as an instrument for 

strengthening the local government‟s position in new regional networks. 

(Recall the discussion in Chapter 3 regarding regional pride and inequality 

between the core and periphery.)  

Various studies suggest that the management of natural resources is 

open to subjective interpretation by the actors involved. Under 

decentralization in Indonesia, the formal structure of intergovernmental 
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relations has changed and adjustments continue to be made. The case of 

Cirebon City indicates that competition for natural resources and tension 

between the core and periphery have combined to intensify conflict over 

natural resources, as a result of which cooperation was adversely affected and 

became fragile. Efforts to establish cooperation between small cities and their 

surrounding regions will likely take on the form of pseudo inter-local 

government cooperation. This chapter will elaborate this by using the case of 

the Cirebon-Kuningan fresh water cooperation (section 5.4). 

Previous studies have discussed inter-local government cooperation 

for middle-sized metropolitan regions in Indonesia, specifically the Greater 

Yogya Region, or Kartamantul Regional Cooperation (Firman 2010; Hudalah, 

Firman, & Woltjer 2013). The Kartamantul cooperation involves three local 

governments (Special District of Yogya, Bantul District, and Sleman District). 

This cooperation is a success story of multi-local government cooperation 

from a bottom-up initiative. Firman (2010) has cited several important factors 

of the Kartamantul case involving collective action, which together 

approximate a rational choice perspective. To succeed in building a bottom-up, 

multilocal government cooperation, several factors are important: collective 

horizontal decision-making, transparency and openness in the negotiation 

process, strong leadership, and a vision shared by all the local government 

heads in the region. Another important factor is an understanding that a 

cooperation can be initiated to address immediate and sectoral problems, not 

only to address long-term and comprehensive development issues.  

Hudalah, Firman, and Woltjer (2013) have emphasized that the 

success of this cooperation was particularly supported by the role of the 

traditional culture of this distinct historical region. Traditional Javanese 

culture as manifested in the daily lives of Javanese people was integrated into 

the governance process of the Kartamantul cooperation. The cultural elements 

which most influenced the governance process of the cooperation were: 

kumpul-kumpul (gathering), arisan (cooperative endeavor), wayang (puppet), and 

bapak dan kakak (parent and big brother; strategic partners). In this case, the 

bapak dan kakak relationship was forged in the absence of coordination and 

monitoring of districts and municipalities. The culture of governance became 

one of collaborative governance and bottom-up regional collaboration. 

One concern about this particular cooperation regards its 

sustainability. This cooperation depends on personal leadership (Firman, 



115  

 

Systemic Institutional Design for Urban Governance 

2010). The roles of government leaders (district and provincial) during the 

later process, and the strong symbolism of the Sultanate (Kraton) and Sultan, 

were essential for the change in governance culture that established the 

cultural cooperation (Hudalah, Firman, and Woltjer 2013). 

The case of the Jakarta Metropolitan Region (JMR), a mega-urban 

region with a population of approximately nineteen million, tells a different 

story. Its top-down cooperation is more complicated than the Kartamantul 

cooperation. Multiple levels of government are involved: three provincial 

governments and ten local governments. The current cooperation body, BKSP, 

is powerless. It is merely a coordination forum with no authority over 

development functions, no staff, and no financial resources (Firman 2008). 

Firman (2008) has suggested that the solution lies in a mixed approach. In the 

case of JMR, authority is given to BKSP for certain developmental functions, 

and the roles of the central government and legal framework are strong. 

Figure 5.1 compares the two instances of cooperation, and shows a 

sharp contrast between the two forms. As a secondary metropolitan region, 

with the small city of Yogjakarta as its center, the most prominent aspects of 

the Kartamantul cooperation are the region‟s distinctive historical and cultural 

features, and strong personal leadership. Traditional culture and strong 

leadership enabled the transformation of the governance culture into one of 

collaboration. These features allowed the bottom-up cooperation to work well. 

A bottom-up approach can also work if the issues involved are fairly 

uncomplicated and if fewer actors are involved. The cooperation arose from a 

single sector of the urban infrastructure. 

In a mega-urban region with more complicated issues and more actors 

involved, stronger regulations to transfer some of development authorities to 

coordination body are required to make a cooperation work. The authority of a 

regional body of cooperation, as defined in law, is emphasized, along with the 

major role played by the central government. As in the general discussion 

about cooperation in Asia (Chapter 4), regional planning may be the 

appropriate focus of cooperation in a large urban region, rather than shared 

public infrastructure provision. This is because, as Laquian (2005, p. 314) 

argued, cooperation for public service provision is not desirable given the 

tensions of political fragmentation in a mega-urban region.  
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Figure 5.1  

Framework of inter-local government cooperation in Indonesia (based on 

Hudalah, et al., 2013; Firman, 2008) 
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decentralization (UU No. 50/2007 and Permendagri No. 22/2009). These 

regulations may be too simplistic to cater for the complicated issues 

surrounding regional cooperation. However, the following section will 

examine what exactly the regulations imply for the formal arrangements of 

inter-local government cooperation. 

 

5.3  Models of governance under decentralization policy and regional 

autonomy 

Indonesian legislation can be categorized as follows: (1) the Indonesian 

Constitution, UUD 1945; (2) laws or undang-undang (UU), the legal 

instruments of the executive (the central government) and legislative (national 

parliament) bodies; (3) government regulations or peraturan pemerintah (PP), 

which are presidential legal instruments; (4) ministerial regulations or 

peraturan mentri (Permen), the legal instruments of the ministries, and (5) the 

province‟s and city or district‟s legal instruments. Both are detailed guidelines 

on the implementation of government regulations, in which province‟s and city 

or district‟s legal instruments focus on procedural guidelines. 

 

Table 5.2 Principles, stages, and alternatives of inter-local government 

cooperation 

Eleven main 
principles of 
cooperation 

Efficiency, effectiveness, equality, transparency, fairness, the rule 
of law, synergy, mutual benefit, agreement, good intentions, 
prioritization of national interests, and territorial integrity. 

Seven 
technical 
stages of 
cooperation 

Preparation, tenders, preparation of cooperation scheme, signing 
of the agreed cooperation scheme, preparation of the agreement 
letter, signing of the agreement letter, and implementation. 

Nine 
alternatives of 
cooperation 

Shared services cooperation, Interregional cooperation services, 
human resource development cooperation, cooperation of 
services with payment of fees, cooperation for planning and 
management, cooperation for purchasing service delivery, 
cooperation with exchange service, and cooperation for policy 
and regulation 

Government Regulation (Peraturan Pemerintah) No. 50/2007 and Regulations of Ministry of 

Home Affairs (Permendagri) No. 22/2009. 
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The government of Indonesia has in fact attempted to support and 

regulate inter-local government cooperation under decentralization. Seven to 

nine years after implementing decentralization policies by the enactment of 

UU No. 22/1999 and UU No. 32/2004 (see Table 5.1), the Indonesian 

government introduced two main regulatory systems for inter-local 

government cooperation: government regulation (Undang–undang) No. 

50/2007, „„Procedures for the Implementation of Regional Cooperation‟‟, and 

the Regulation of the Ministry of Home Affairs (Permendagri) No. 22/2009, 

„„Technical Guidelines for Inter-local Government Collaboration‟‟. These two 

regulations list eleven main principles of cooperation, seven technical stages of 

cooperation, and nine alternatives of cooperation according to the nature of the 

cooperation (see Table 5.2). These principles, technical stages, and alternatives 

of cooperation are very important because they are the main guidance 

acknowledged and provided by the national government for inter-local 

government cooperation. 

The regulations state eleven main principles of inter-local cooperation: 

effectiveness, efficiency, equality (the position of the actors involved should be 

equal, so that no local government has more political power or a higher 

administrative position within the cooperation), transparency, fairness, 

synergy, mutual benefit, mutual agreement, good intentions, and prioritization 

of the national interests and territorial integrity of the Republic of Indonesia. 

These principles are crucial not only because they have been identified by the 

central government, but also because they guide cooperations in accordance 

with the Indonesian regulatory system. This is especially important because 

inter-local government cooperation in decentralized Indonesia is affected by a 

certain „„euphoria of decentralization‟‟, a weak culture of voluntary 

collaboration that tends to undermine cooperative efforts. 

The regulations also suggest three parties with whom a local 

government can arrange a cooperation: (1) another local government, termed 

inter-local government collaboration (kerjasama antar daerah/KSAD); (2) 

government or non-government institutions, termed local government 

collaboration with a third party (kerjasama dengan pihak ketiga/KSPK); and 

(3) the private sector, also termed local government collaboration with a third 

party (kerjasama dengan pihak ketiga/KSPK). Local government refers to: 

provincial, municipal, and district governments. Particularly for collaborations 

that last for more than five years, local governments can establish the 
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formation of an institution for inter-local government collaboration (badan 

kerjasama antar daerah).  

For cooperations involving districts, municipalities and provinces, the 

regulations also allow for a certain degree of variation in the role of the central 

government. The central government is involved in cooperations involving 

interprovincial administration and authority. For example, the central 

government is highly involved in the Jakarta Metropolitan Region (JMR) 

through BKSP (Regional Cooperation Agency for JMR) (Firman 2008). In 

addition to the fact that it is an interprovincial cooperation, the high political 

tension between the provincial governments in the JMR, and Jakarta‟s position 

as the capital city of Indonesia, necessitate the central government‟s 

involvement (Firman 2008). 

Interviews with representatives of the central and provincial 

governments and reviews of policy documents (Directorate General of Public 

Works 2009) are one example of a cooperation for a regional waste disposal 

system in which the central and provincial governments had a fairly clear and 

substantial role. The central government set a standard to be followed by 

regional governments, and was also partly involved in financing the main 

facilities of the regional disposal site. Meanwhile, the regional governments 

(provincial, district, and municipal) were responsible for the provision, 

selection, and daily management of the site. The collection of waste was the 

responsibility of the municipalities and districts. 

 Interviews with members of the West Java provincial government 

revealed that the provincial government was involved in inter-local 

government cooperations which involved more than one province. The 

interviewees mentioned the Kuningan Summit Regional Cooperation as an 

example of an inter-local government cooperation spanning multiple provinces 

that conforms to the new regulations. According to the policy document 

(Kuningan Summit 2011), the cooperation was to be carried out between eight 

local governments in both West Java Province and East Java Province. It was 

initiated by the municipalities and districts themselves. The Kuningan Summit 

aimed to develop urban services and infrastructure in the underdeveloped 

border areas of these eight regions. The provincial government merely acted 

as a facilitator to assist the local actors during the process. For example, 

interviewees mentioned that the Regional Secretaries of both provinces 

monitored the process of establishing goals and objectives of the cooperation. 

The interviewees also explained that the provincial government also provided 
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financial assistance for carrying out the cooperation, because the cooperation 

involved inter-district and inter-municipal administration and authorities. 

On the one hand, the dependence of most local governments (districts 

and municipalities) on funding from a higher level of government can support 

the initiation of voluntary cooperation, especially inter-provincial cooperation. 

The balancing fund for cooperation may also foster awareness of the benefits of 

cooperation in terms of reduced public service costs. However, on the other 

hand, the same advantage may prove problematic in inter-local government 

collaboration under decentralization. The dependence on balancing funds and 

the tendency to focus on increasing local income can create stronger vested 

interests on the part of local actors when they are initiating cooperation. 

Certain regions that have the benefit of natural resources within their 

administrative area may hold the upper hand and show an increased propensity 

to exploit these resources to raise local income through inter-local government 

collaboration (see Seymour & Turner 2002). Inter-local government 

cooperations based on voluntary inter-local agreements or contracts tend to 

prioritize the interests of one local government at the expense of others in 

instances of unequal distribution of resources and hence bargaining power of 

the parties involved (Frug 2002). 

The regulations for cooperation state that inter-local government 

cooperation between municipalities and districts within the same province are 

to be managed and financed by the members themselves. According to the 

interviewees, participants in a cooperation usually agree on an amount for 

cooperation fees. The goals of cooperation, based on current practice, are: (1) 

sharing provision of public services and infrastructure (for example, 

Sekretariat Bersama in Yogyakarta Metropolitan Region); (2) fostering 

regional economic development, commonly called regional management (for 

example, regional management of Ciayumajakuning Region, Barlingmascakep 

Region, and Subosukowonosraten Region; and (3) regionwide policymaking on 

environmental issues, (for example Teluk Tomini Regional Cooperation) 

(Seminar Kerja Sama Antar Daerah, UGM 2010; Interviews 2012).  

Government Regulation No. 50/2007 and the Regulation of the 

Ministry of Internal Affairs No. 22/2009 also explicitly state that for 

cooperations lasting five years or more, a regional body of cooperation should 

be established to help the head of the region manage the cooperation. 

According to Permendagri No. 22/2009, every regional government should 

form an inter-local government cooperation team (Tim Koordinasi Kerjasama 
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Antar daerah/TKKSD), with the task of assisting the governor/mayor/bupati 

prepare and monitor inter-local government cooperations. The TKKSD is to 

be chaired by the Regional Secretary, with the head of the Department of 

Regional Cooperation in the regional secretariat as one co-chair, and the head 

of the Regional Planning Agency (Bappeda) as a second co-chair. The team 

should also include permanent and non-permanent members. Permanent 

members should include the heads of the legal division, governmental division, 

regional secretariat, and the Finance and Asset Management Working Unit, 

while non-permanent members should include the heads of relevant working 

units and various experts. The legislative body should agree on financial 

matters related to inter-local government cooperation. 

The same regulation suggests that voluntary cooperations lasting less 

than five years are not required to come under a particular regional 

cooperation body. This would commonly apply to cooperations between 

working units within the same province with a limited function and territory 

(kerjasama antar SKPD), such as a cooperation for waste collection between 

sub-districts in border areas of municipalities and districts, carried out by the 

Sanitation Departments of both the municipalities and districts. Overall, 

Government Regulation No. 50/2007 and Regulation of Ministry of Internal 

Affairs No. 22/2009 contribute towards a non-structural reform mechanism, 

even though the Law of Regional Government (Law No. 32/2004) allows 

mergers among regions (unified regional government), but not for the tiered 

models of governance (Firman 2008). 

To summarize the findings from inter-local government cooperation in 

the Indonesian context, it is important to refer to the analytical framework of 

Chapter 4, specifically the part related to formal arrangements. The findings of 

this chapter and the analytical framework are summarized in Figure 5.2. 

Figure 5.2 relates the Indonesian context to the theoretical discussion 

(Chapter 4), and adjusts the analytical framework to the Indonesian context. 

Figure 5.2 presents the models of government structure which are 

present in Indonesia‟s regulatory system. These models are voluntary 

cooperation, mixed system, and unified regional government. The 

determinants of these models include the involvement of provincial and central 

government authorities, local initiatives, and the presence of an institutional 

body to manage a cooperation. A voluntary cooperation in this context refers 

to a cooperation initiated primarily from below, without a clearly determined 
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role of the provincial and central governments. A mixed system implies a 

certain degree of involvement on the part of the provincial and central 

governments, even if the involvement is not as high as in the case of JMR. A 

unified regional government refers to merging smaller municipalities and 

districts into one larger metropolitan region. 

Based on previous studies and the current regulations, it would appear 

that a unified model of government and the mechanisms required to establish 

that model are not the preferred option for decentralized Indonesia, even 

though it is allowed by law. Examples from other countries demonstrate that 

the power of higher-level authority, in particular provincial government, is 

essential for such structural reform. Indonesia currently has no hierarchical 

relation of authority between the provincial government and municipalities 

and districts, so the power of the provincial government over municipal and 

district issues is limited. In addition to this, local egoism complicates the 

situation. For these reasons, the unified model will be difficult to achieve under 

Indonesia‟s new decentralization policy. This less preferable situation is shown 

by the dashed line in Figure 5.2 
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Figure 5.2 Models of governance: The Indonesian context 
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5.4  Government structure for fresh water resource cooperation 

between Cirebon City and Kuningan District 

As mentioned in the introduction, the third objective of this chapter is 

to investigate suitable models of government which might be workable in the 

particular context of Cirebon City and its surrounding regions, taking into 

account the challenges posed by rapid urbanization, globalization and 

decentralization (discussed in Chapter 3). Cirebon City has been involved in 

several regional arrangements with its surrounding regions, including regions 

in another province. The city has taken part in at least four types of 

cooperation: regional management (Ciayumajakuning region), regional 

cooperation body (Kuningan Summit), inter-local government cooperation for 

fresh water resources (with Kuningan District), and inter-local government 

cooperation for regional waste disposal (with Cirebon District as the primary 

partner).  

This study provides an analysis of the current cooperation between 

Cirebon City and Kuningan District for fresh water supplied to the city‟s piped 

water system. This cooperation was selected because of the conflicts between 

the actors and the shortage of clean water which is a common problem in areas 

undergoing rapid urbanization in developing countries. In addition, 

arrangements for shared clean water resources are very often problem-ridden 

because of cultural perceptions of and conflicting interests over water supply. 

The complicated efforts entailed in such arrangements are also typical of other 

regions in Java (Bappenas 2011). Moreover, the capacity to provide better 

public services by collaborating with surrounding regions is crucial for small 

cities dealing with rapid urbanization and decentralization (see Chapter 3). For 

these reasons, we have selected this cooperation between local governments as 

the focus of our discussion.  

The analysis in this section focuses on systemic institutional design. 

By using policy documents and interviews, the current formal arrangement is 

analyzed to determine how well it complies with the legislation discussed in 

the previous section. This aspect of compliance with regulations is also linked 

with an analysis of institutional capacity. As Healey (2006) argues, the formal 

arrangement and regulatory system, or systemic institutional design, as the 

enabling dimension, should increase and boost/enhance institutional capacity 

as well as the maintenance of such capacity. 
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Interviews and policy documents (CUDP Report 1992) reveal that 

since the colonial period, Cirebon City has sourced clean water from the Paniis 

spring located between Cipaniis and Singkup villages within the district of 

Kuningan. Cirebon City also held building rights on the land (Hak Guna 

Bangunan/HGB) where the spring is located. 

The same sources mention that the city has held this building right 

since the 1950s. Since then, the city, through PDAM Cirebon City, the local 

government‟s water company, has also managed all of the technical 

requirements for conveying water from the source to the city. The interviews 

revealed that Cirebon City used to pay a water tax for the use of the spring to 

the West Java provincial government, the Dinas Pendapatan Daerah (Dipenda) 

of West Java. The provincial government then distributed this tax, with 70% 

going to the local government and 30% to the provincial government. 

The interviews indicated that from the time of the previous regime 

until 2003 (see Figure 5.3), Cirebon City used to make incidental financial 

contributions to Kuningan District in addition to the regular water tax, for 

example, on the anniversary of Kuningan District. The amount of these 

incidental contributions was generally around Rp. 20-25 million, but there was 

no fixed amount that the city was required to pay. Cirebon City also made 

contributions to the communities of Cipaniis and Singkup villages, and the 

amount of these contribution was also unfixed. It seems from the interviews 

that there was no legal obligation to make such contributions, and also that no 

party demanded such contributions. The formal arrangement for the use of the 

spring water only involved the city and West Java province. The informal 

arrangements with Kuningan District and its community were based on the 

principle of „„family ties‟‟ between the two regions. This direct and simple 

arrangement for the use of the Paniis spring water had been in place for years. 

However, the situation changed very quickly in a quite drastic way 

following decentralization, as substantial authority over local issues was 

delegated to the local government. This occurred together with the election of 

a new Mayor of Kuningan District. The interviews and the memorandum of 

understanding that was signed show that after the decentralization policies 

came into effect in January 2001, the arrangement stayed the same for the next 

two years. The first change took place after the Kuningan mayoral elections in 

2003. The new mayor of Kuningan District, in coordination with the district‟s 

local councils (DPRD), initiated the „„compensation for conservation fund‟‟ in 

2004 as an addition to the surface water tax paid by Cirebon City to West Java 
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Province. In the first form of this new cooperation (before the enactment of PP 

No. 50/2007 on inter-local government cooperation, see also Figure 5.3), the 

money for the compensation fund was paid by PDAM Cirebon City to PDAM 

Kuningan District, which then transferred the money in the local treasury 

office of Kuningan District. Those interviewed considered this cooperation a 

“PDAM to PDAM cooperation”, even though it was the heads of the district 

and city who signed the cooperation agreement.   

After the enactment of UU No. 50/2007 concerning inter-local 

government cooperation, the cooperation scheme changed in 2009 to comply 

with this regulation, and became an inter-local government cooperation 

instead of a PDAM to PDAM cooperation. However, the main change, 

according to those interviewed, was in the flows of money to the conservation 

fund. The money was paid by the city directly to the district. In this case, 

PDAM Cirebon City gave the money to the city, then the city transferred the 

money to the local treasury of Kuningan District. One local government actor 

interviewed pointed out that UU No. 50/2007 provides a clear indication that 

a cooperation for fresh water resources like the one between Cirebon and 

Kuningan is not only supported but also protected by the decentralization 

policies and increased regional autonomy. Following the initial letter of 

agreement, the cooperation has been renewed every five years, and a new letter 

of the cooperation agreement has been signed by the two heads of government. 

Changes of the cooperation are summarized chronologically in Figure 5.3. 

The interviews showed that this cooperation was a purely local 

initiative triggered by several factors. For Cirebon City, the Paniis spring is 

the only available water source for its piped water system, so it is essential for 

the city to guarantee the sustainability of the water supply from that source. 

For the city, the cooperation was necessary to sustain and improve piped water 

provision. A point of concern for Cirebon City was validity of the legal 

framework for such cooperation. The water supplies the city population as well 

as the population of the urban areas surrounding the city, the latter of which 

come under the administrative authority of Cirebon District.  
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Figure 5.3 Transformation of formal arrangements for fresh 

water cooperation 
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For Kuningan District, the cooperation was triggered by an awareness 

that the dynamic institutional changes taking place under decentralization 

offered “opportunities” for establishing cooperation among regions.  

 

This cooperation was initiated after decentralization. This 
cooperation is protected by the Law, [and it] has a legal 
framework under decentralization. (Interview with Kuningan 
District official in 2012) 

 

We have to stick to cooperation. Every stakeholder is bound by 
the cooperation. It is mentioned in ... UU No. 50/2007 
regarding inter-local government cooperation. (Interview with 
Kuningan District official in 2012). 

 

The interviews also confirmed that the idea of initiating inter-local 

government cooperation for water resource management was also based on an 

awareness of the importance of preserving the region‟s natural resources. Such 

resources are strong advantages for Kuningan District to position itself within 

the new regional networks emerging under the new decentralization policies 

and increased regional autonomy. Kuningan District has argued that to sustain 

the water resource they required guaranteed funding. This cooperation is 

expected to contribute to the future sustainability of the water resource, 

because it will ensure continuous financial support for preservation programs 

in the water catchment areas (Interview with Kuningan District official in 

2012). 

In the agreements, the user (Cirebon City and PDAM Cirebon City) is 

charged a certain amount of money per m3 of water used. As mentioned, this 

money is transferred to the local treasury of the Kuningan District (Dinas 

Pendapatan Daerah/Dipenda). This money is then distributed and used for 

conservation activities in the catchment area of Paniis spring. The local 

forestry agency of Kuningan District is responsible for carrying out the 

conservation programs. According to the agreement between the two local 

governments, the cooperation is to be conducted for twenty-five years and 

renewed every five years. However, the interviews and the documents of 

agreement confirmed that only the amount of conservation funding paid by the 

city will be reviewed every five years. This amount has definitely increased 
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(see Table 5.3). However, the city has been questioning the authority of 

Kuningan District to initiate such a cooperation with the city: “Who is the 

legal owner of the water resource? [And consequently,] who has the authority 

to collect such funding?” (Interview with Cirebon City officials in 2012). 

 

Table 5.3 Compensation of the conservation fund for shared 

water resource and water tax 

Agreement 
no. 

Period of 
cooperation 

Conservation 
fund/year 

Water/m3 Water tax to 
the West 

Java province 
/ year 

1 2004-2009 Rp. 
1,750,000,000 

Rp. 80/m3 Rp. 
68,000,000 

2 2009-2014 Rp. 
3,000,000,000 

Rp. 110/m3 Rp. 
68,000,000 

        Source: Cooperation agreement between the Cirebon City and the Kuningan District 

 

By relating the effort to establish this cooperation between Cirebon 

City and Kuningan District to the legislation on inter-local government 

cooperation (see previous section), as well as relating it to the general 

theoretical discussion in this thesis, several points of concern become evident. 

Examining these points of concern should lead towards a more suitable model 

of governance for the cooperation between Cirebon City and Kuningan 

District.  

The first point of concern relates to compliance with the main 

principles of inter-local government cooperation as given in the government 

regulations (Table 5.2): efficiency, effectiveness, equality, transparency, 

fairness, the rule of law, synergy, mutual benefit, agreement, good intention, 

and prioritization of national interests and territorial integrity. The 

contribution to the conservation fund stipulated by the agreement is directly 

transferred to and held by the treasury department of Kuningan District 

(Dinas Pendapatan Daerah of Kuningan District). The money intended 

specifically for the conservation of water catchment areas is mixed up with all 
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the other financial resources of Kuningan District, which compromises the 

transparency of how the money is used. In addition to compliance with rules, 

reduced transparency weakens the trust between the actors in the cooperation. 

One of the interviewees pointed out this lack of transparency:  

 

They [the city] have asked questions before [about the money 
from contribution for the conservation fund]. I am not 
responsible [for giving answers]. Where the money goes, it is 
our responsibility [Kuningan]. That is an internal matter 
[Kuningan]. It is not to be questioned by others. (Interview 
with Kuningan District official in 2012) 

 

This cooperation demonstrates one of the disadvantages of voluntary 

cooperation mentioned in Chapter 4, exacerbated by a strong tradition of local 

autonomy. Voluntary cooperation in this context refers to a cooperation 

initiated mainly from below, in which the provincial and central governments 

do not have a clearly determined role (see Figure 5.2). Such cooperations have 

a tendency to prioritize the interests of one local government at the expense of 

others because of unequal distribution of resources (Frug 2002; see also 

Seymour & Turner 2002). This is the case in the cooperation between Cirebon 

City and Kuningan District, which has two additional factors which may 

intensify the inequality. First is the lack of transparency of the conservation 

fund, and the second is the need of Cirebon City for water from Kuningan 

District. In these ways, the positions of the members in this cooperation are 

unequal, and so it may not comply with the principles of equality and fairness 

stated in the regulations for inter-local government cooperation (see Table 

5.2). Because of these inequalities, the voluntary form of cooperation may not 

be entirely suitable in this context. 

The second point of concern regards the form of cooperation. Until 

now, the form of this cooperation can be categorized as a “voluntary 

cooperation”, based on an inter-local agreement. The regulations require a 

regional body of cooperation for any long term cooperation. This cooperation 

is set up for twenty-five years, to be renewed every five years. However, after 

nearly ten years, no regional body of cooperation has ever been established. 

The cooperation is based only on an agreement document signed by the local 

governments. According to Government Regulation No. 50/2007 and the 

regulation of the Ministry of Home Affairs No. 22/2009, if an inter-local 
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government cooperation is conducted for five years or more, the members 

must establish a regional body to manage the cooperation. With the existing 

weaknesses regarding transparency, trust, equality and fairness, the absence of 

a regional body of cooperation could reinforce the negative features of this 

cooperation. 

The third point of concern regards conflicting and overlapping 

regulations and the delayed issuance of detailed guidelines for their 

implementation. To throw more light on this situation, it is important to 

clarify the location of the Paniis spring. The spring is located at the border 

between Singkup village and Cipaniis village, in the sub-district Pasawahan in 

Kuningan District (see Figure 5.4). However, three separate authorities claim 

to share jurisdiction over the area where the spring is located and hence all of 

water resources within the area. 

Paniis spring is located within the conservation area of Taman 

Nasional Gunung Ciremai/TNGC (The National Conservation Park of Mount 

Ciremai) (see Figure 5.4). TNGC covers 15,500 ha of forest on Ciremai 

Mountain, and spans two districts, Kuningan District and Majalengka District. 

The Forest of Ciremai Mountain became a conservation forest in 2004, by the 

Decree of the Ministry of Forestry 424/Menhut-II/2004, dated October 19, 

2004. Before this it was a production forest.8 As a production forest, Ciremai 

Mountain Forest was managed by the state-owned enterprise Perum 

Perhutani, which manages all state forests9 in the provinces of Central Java, 

East Java, West Java and Banten, except those that are conservation forests. 

By converting the forest to a national conservation park, the forest, including 

all of the water resources and tourism activities within the area, come under 

the authority of the Ministry of Forestry. The vertical institution of the 

Ministry of Forestry, the Technical Implementation Unit (Unit Pelaksana 

Teknis/UPT) or Balai TNGC, has the authority to take care of the area. The 

complete organizational structure of Balai TNGC was established in 2007. 

Balai TNGC and its activities are financed by the central government, that is, 

the Ministry of Forestry, from APBN (National Budget and Expenditure). The 

interviews revealed that, as part of managing the conservation forest, the 

                                                      
8 A production forest is land designated for the production of forest products to meet the needs of society in general, and for 

the construction, industrial, and export industries in particular. 

9 A state forest is a forest area and forest growing on land that is not encumbered property (Government Act No. 5/1967 

on Basic Provisions of Forestry) 
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Ministry of Forestry is currently preparing a government regulation 

(Peraturan Pemerintah/PP) concerning environmental service fees for 

conservation areas, or jasa lingkungan (jasling for short). Any parties that 

utilize water resources located in conservation areas must pay an 

environmental service fee. However, the Ministry of Forestry still has a long 

way to go to establish an agency for fee collection which complies with the 

requirement of the Ministry of Finance. 

 

Figure 5.4 Location of Paniis spring 

 

Source : Adapted from Management of River Basin Cimanuk Cisanggarung, 2010, 

Directorate General of Water Resources Management, Ministry of Public Works 
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Paniis spring is located in the Cimanuk Cisanggarung River Basin. In 

2004, the Government of Indonesia enacted a new Water Law, (UU) No. 

7/2004, to replace Law No. 11/1974. One important consequence of this new 

law was that the Ministry of Public Works made an inventory of all available 

water resources which came under the Comprehensive River Basin 

Management Plans. This inventorization was intended to ensure that water 

resource management would maximize the benefit to citizens‟ quality of life. 

These river basins were defined as “the territorial integrity of water resource 

management in one or more watersheds and or small islands covering an area 

of less than or equal to 2000 km2” (Article No. 1, paragraph 1, Law No. 

7/2004).  

Moreover, Article No. 14 of UU No. 7/2004 states that the central 

government regulates and manages river basins located beyond the boundary 

of more than one province and those that have national strategic value, 

including all the water resources situated within such river basins. The 

management of water resources in a river basin includes all of the resources 

that pertain to the basin, such as the river itself, lakes, springs, ground water, 

and dams. The authority for managing these resources also involves 

conserving the catchment areas and raising funds to support conservation 

programs. The Ministry of Public Works calls this “conservation funding to 

support the conservation programs for water resources”, or Biaya Jasa 

Pemanfaatan Sumber Daya Air (BJPSDA). However, just as with the Ministry 

of Forestry, there is still a long way to go to establish an agency for the 

collection of fees which complies with the Ministry of Finance‟s requirements 

(Interview with Central government officials in 2012). 

According to the “Comprehensive River Basin Management Plan” for 

the Cimanuk and Cisanggarung rivers, drawn up by the Directorate General of 

Water Resources Management, Ministry of Public Works, Paniis spring is 

located within the Cimanuk-Cisanggarung River Basin (see Figure 5.4). The 

Cimanuk and Cisanggarung flow through the provinces of West Java and 

Central Java. Therefore, according to Law No. 7/2004, the central 

government, that is, Ministry of Public Works, has the authority to manage 

the utilization of all the water resources in the area, including the Paniis 

spring. As with the Ministry of Forestry, the Ministry of Public Works has 

established a vertical institution to manage the Cimanuk-Cisanggarung River 

Basin, called Balai Besar Wilayah Sungai (BBWS) Cimanuk Cisanggarung.  
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The Regulations of the Ministry of Home Affairs (Permendagri) No. 

22/2009 concerning technical guidelines for inter-local government 

cooperation made provisions for an agency to collect conservation fees. This 

agency should be a third party with the capacity to cooperate at the level of 

inter-local government. The regulation also states that this agency should 

fulfill strict criteria set by the Ministry of Finance. 

Third, Kuningan District also claims that they have the authority to 

manage and utilize the Paniis spring simply because it is located within their 

administrative area. The interviews revealed the perception of local 

government actors that UU No. 50/2007 supported the “innovation” of 

Kuningan District in initiating the cooperation with Cirebon City. At the same 

time, officials from the vertical institutions perceived the current cooperation 

between Cirebon City and Kuningan District as “merely based on negotiation” 

or “without any clear regulatory basis” or a “temporary arrangement due to 

the ongoing process of regulation making” (quotes from officials from vertical 

or representatives of higher-level institutions in 2012) 

The ongoing development of regulations and agencies not only points 

to a potential conflict between this cooperation and higher authorities in the 

future, but also allows for the possibility of a self-regulating inter-local 

government cooperation, which further raises several points of concern. These 

concerns mainly involve the arrangement‟s compliance with the current or 

future regulatory system, and also the potential for “over-charging” the city 

and its PDAM. 

According to UU No, 7/2004 on water resource management, rivers 

flowing across more than one province are to be managed by the central 

government that is, the Ministry of Public Works. The areas around such 

rivers are managed according to the regional river plan that consists of several 

watershed regions (Dareah Aliran Sungai/DAS). The management of water 

resources under the regional river plan includes all the resources located in the 

region, such as the river itself, lakes, springs, ground water, and dams. The 

regional plan also addresses how to conserve catchment areas and manage 

conservation programs, and how to apply conservation funding to support 

these programs (Biaya Jasa Pemanfaatan Sumber Daya 

Air/BJPSDA/Conservation fees to utilize water resources). To the Ministry of 

Public Works, therefore, the Paniis spring comes under their responsibility.  
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At the same time, Ministry of Forestry sees it the Paniis spring as 

their responsibility because the spring is located within a national conservation 

forest, and they are responsible for managing water resources and tourism 

activities in the national conservation forest areas. The ministry is also looking 

into a regulation that allows charging for the utilization of water resources in 

a conservation area. The fees charged are known as jasa lingkungan/jasling 

(environmental services fee).  

The fourth point of concern is the impact of low local income on self-

regulating arrangements. Are there any other variables that determine and 

encourage self-regulating formal arrangements like that between Cirebon City 

and Kuningan District? As discussed in Chapter 3 and mentioned again in the 

introduction to this chapter, local governments rely strongly on the central 

government financially. Figures 5.6 and 5.7 show the proportion of balancing 

fund and genuine local income in the total income of both Cirebon City and 

Kuningan District. The two graphs clearly show that both city and district 

depend hugely on central government funding. For the city, the balancing 

fund dominates its total income, comprising up to three-quarters of its income; 

while for Kuningan District, the same funding makes up to over 80 percent of 

its total income.  

 

Figure 5.5 Revenue of Cirebon City, 2008-2012 

 
Source: Regional Financial Statistics, West Java Province, 2008-2012 
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Figure 5.6 Revenue of Kuningan District, 2008-2012 

 

Source: Regional Financial Statistics, West Java Province, 2008-2012 

 

The interviews suggested that generating local income was one initial 

reason for establishing a self-regulating cooperation. This is especially the case 

when seen from the perspective of local actors, especially those at the middle 

level who were mainly concerned with technical issues (see Hudalah, Firman & 

Woltjer 2013). They acted on messages received from higher-level actors, 

especially the heads of the local government, that is, the regent or mayor. 

However, for the mayor or regent, local income was not the only motivation. 

The head of a region may also have sought recognition of his leadership. One 

interviewee admitted that money was less important in this case, even from the 

beginning of the cooperation: 

 

I think the whole thing is more dedicated to the regent‟s idea of 

making Kuningan District a conservation district. This is not 

really about bringing money in. As a conservation district, 

Kuningan will [have its own] distinct character. I think [in the 

regent‟s view] this is more about recognition rather than the 

funding itself. (Interview with an official from a vertical or 

representatives of higher-level institution in 2012) 



137  

 

Systemic Institutional Design for Urban Governance 

With the pertinence of and role played by recognition and identity in addition 

to monetary and technical concerns, systemic institutional design alone may 

be unable to resolve the issues of this collaboration. Cirebon City‟s 

institutional capacity for collaboration should also be investigated. This will 

be discussed in Chapter 6. 

 

5.5  Conclusion 

This chapter investigated the regulatory systems and formal 

arrangements of collaboration, according to three objectives. The first is to 

examine previous studies on inter-local government cooperation in Indonesia, 

particularly the Jakarta Metropolitan Region (JMR) and Greater Yogyakarta 

(Kartamantul). This objective revealed several main factors of cooperation 

from the dimension of regulation and formal arrangement. Section 5.2 and 

Figure 5.1 indicate that in the specific Indonesian context, inter-local 

government cooperation has different facilitator. These overlap but have a 

slightly different orientation. For small to medium cities and their surrounding 

regions, or for secondary metropolitan regions, cooperation is usually initiated 

from one sector of the urban infrastructure, and the cooperation is later 

developed to include further sectors. Such a cooperation is initiated from 

below, in a bottom-up approach. In addition, this kind of cooperation is 

supported by a strong traditional culture of cooperation. The leader plays a 

very influential role in coordinating governance processes initiated by lower-

level and middle-level actors. Strong leadership, which is also supported by 

traditional cultural practices in daily life, can create a new culture of 

governance. For mega-urban regions, on the other hand, a mixed model of 

governance involving multiple levels of government is common. The focus of 

such a cooperation is mainly regional development and planning. For this type 

of cooperation, it is essential that the central government play a strong role, 

with clearly defined authority over all actors involved and over the regional 

body managing the cooperation. However, both types of cooperation share a 

common characteristic: the importance of leadership among heads of regions 

involved. 

The second objective of this chapter was to examine the various 

arrangements of inter-local government cooperation in decentralized 

Indonesia and to discuss the various models using the analytical framework 

from Chapter 4. Chapter 4 concluded that models of government structure 
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depend on context-specific characteristics, and must be supported by the legal 

system of the country. Every model has pros and cons. Countries with a long 

history of local autonomy finds it easier to work with inter-local agreements. 

Countries with a tradition of strong central authority over local governments 

will find it easier to establish a unified regional government model through 

structural reform. Overall, the tendency to implement regional arrangements 

through the lighter mechanism of cooperation is emerging in both developed 

and developing countries. Given the peculiarities of the institutional legacies of 

authoritarian governments, the models of government structure most common 

in Asia are the multi-tiered and mixed systems. A mixed system consists of 

different levels of government actors with shared responsibilities and equal 

positions.  

A description of Indonesia‟s legal system and some general practices 

for inter-local government collaboration indicated which models of 

government structure are suitable. For the Indonesian context, voluntary 

cooperation (or bottom-up), mixed system, and unified regional government 

are feasible. Although a unified regional arrangement would be compatible 

with the legal framework, it would be very difficult to establish considering the 

current decentralized system. Particularly for the mixed system model of 

governance, Indonesia‟s regulations provide several alternative formats. These 

are determined by the involvement of regional and central government 

authorities and the presence of an institutional body to manage the 

cooperation. 

The third objective was to analyze which model(s) of cooperation 

would be the best option for the inter-local government cooperation between 

Cirebon City and its surrounding regions, based on theoretical perspectives 

and the Indonesian legal system. For Cirebon City, a bottom-up inter-local 

agreement focusing on one element of urban infrastructure seems like a good 

start for building cooperation with its surrounding regions. The city requires 

water, and Kuningan District has a water source from which water flows into 

the city. However, in the current regulatory system and with potential future 

regulations, this chapter noted several points of concern which suggest 

another approach. Lack of transparency in the conservation fund weakens trust 

between the actors. The lack of a regional body to manage the cooperation 

despite the long term nature of this cooperation is not in accordance with the 

rules for inter-local government cooperation. The position of the members 

involved in the cooperation is not equal, and the interests of Kuningan District 
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could be prioritized over those of Cirebon City because of the unequal 

distribution of resources and the need of the city (Frug 2002; Seymour & 

Turner 2002). This weakness of inter-local agreement could be exacerbated by 

the fiscal dependency of local governments on the central government. The 

region in possession of natural resources may use the resources to increase 

local income. The case study also shows that local governments tend to be 

more interested in approaching the central and provincial government for 

funding, by any possible means. This inclination might be the main reason 

impeding innovation and the capacity of local governments to collaborate. 

Given the problematic resource dependency, the hesitation to initiate 

closer relations with other local governments, and the strong fiscal 

dependency of local on central governments, it is not surprising that a mixed 

model formal arrangement, with a certain degree of involvement from the 

central and provincial governments, appears likely to remain the preferred 

formal arrangement into the near future, for urban infrastructure and service 

provision in general, and for cooperation for fresh water resources in 

particular.  

This expectation is also supported by the future regulations implied by 

Water Law, UU No. 7/2004, and the future government regulations regarding 

conservation forests. These regulations, despite some confusion and ongoing 

clarification, clearly indicate that the water resources currently used by 

Cirebon City fall under central government authority. However, these 

resources can be utilized and managed by local governments in coordination 

with the central government. 

Another potential consequence of the complicated regulatory systems 

determining authority over the area where Paniis spring is located could be 

that Cirebon City, or PDAM Cirebon City, will be burdened by a 

multiplication of charges. This could also be the case for other local 

governments that use the water resources located in Kuningan administrative 

region.  

Lastly, this case shows that inter-local government cooperation was 

adversely affected by the sudden change of status of districts and 

municipalities. The combination of considerable devolved authority and power, 

unclear role of monitoring and coordination of provincial governments, 

combined with a long history of an authoritarian regime created a “crack” in 

the system of government. This crack can be seen as providing opportunities 
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for inter-local government collaboration, and may be related to the varieties of 

inter-local collaboration that emerged in Indonesia following decentralization. 

However, when such opportunities arise in the middle of an ongoing 

regulation-making process, the cooperations established may take a pseudo 

regulatory form, not completely complies with relevant regulations, because 

the relevant regulations are still being developed. Consequently, the formal 

arrangements created may have limited capacity to create, support, or maintain 

the transformation of governance culture, or transform existing capacity into 

institutional capacity for collective action. 

The next important question is whether the most suitable format for 

this type of cooperation is a mixed system and how some aspects of a top-down 

approach can work with the dynamic institutional changes at the local level. 

To answer this question, it is necessary to investigate “rules in use”. Chapter 6 

will therefore approach this cooperation from the generative dimension of 

governance: the concept of institutional capacity. 
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Chapter 6  

Institutional capacity: A case of cooperation 

between Cirebon City and Kuningan District 

 

6.1 Introduction 

While Chapter 5 discussed formal arrangements and the 

regulatory system of inter-local government collaboration (ILGC), this 

chapter focuses on the overall capacity of the actors involved to achieve 

collective action by engaging in inter-local government collaboration 

for a small city and its surrounding regions. In other words, this chapter 

moves on to the generative dimension of collaboration. This chapter 

does not especially discuss the broader context of Indonesia‟s 

institutional capacity, but rather goes straight into a detailed illustration 

of a specific case, namely cooperation in the management and provision 

of fresh water. Here institutional capacity is examined within the local 

context. 

As discussed in Chapter 4, institutional capacity is defined as the 

capacity of networks as a whole, not of specific actors by themselves 

(Healey 2006). Institutional capacity is the capacity created beyond what 

the individual actors possess prior to collaboration (Innes et al. 1994, p. 

47). The concept may be operationalized through three variables: 

knowledge capital, relational capital, and mobilization capacity. 

Knowledge capital is the flow of knowledge or knowledge exchange 

among diverse stakeholders, as well as the learning process through the 

whole of stakeholder interactions. Frame of reference, creativity, and 

knowledge are relevant to collaboration (De Magelhaes et al. 2002, p. 

54). Relational capital emerges through interactions during and around 

certain events. The nature, reach, and quality of relational networks 

brought by stakeholders to and generated in the collaborative process 

create relational capital (De Magelhaes et al. 2002, p. 54). Mobilization 

capacity involves the process of selection and identification of issues, 

range of mobilization techniques, consensus-building practices, and 
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character and role of key agents (Khakee 2002). Mobilization capacity 

results from the coupling of knowledge and relational capital, from the 

alliances or relations formed within networks, including policy 

networks (Healey 2005). This kind of capacity is called mobilization 

capacity because it makes use of opportunities in the environment 

surrounding the actors, which ultimately enables networks to achieve 

collective action. Mobilization capacity in policy networks plays an 

important role in the formulation and implementation of a particular 

public policy.  

The transformation of institutional capacity takes place at three 

different levels of governance: episodes, governance processes, and 

governance culture (Figure 6.1) (Gonzales & Healey, 2003). At the level 

of specific episodes, the visible world of people and positions interact, 

ideas are expressed, strategies are played out, and “decisions” are made. 

Through involvement in such episodes, people learn the practices and 

values embedded in established governance processes. Innovations at 

the level of specific episodes go into the deeper structures of the 

governance processes. To move towards a transformation of culture in 

order to achieve collaboration, it is important for the actors to explore 

the dominant assumptions, values, and practices of governance. In 

institutional analysis, culture is defined as “the continuously reshaped 

product of social processes through which systems of meaning and 

modes of thought are generated. They provide ways of thinking 

embedded in a way of acting” (Healey 2006, p. 64). They are the ways of 

thinking and acting that are considered normal and routine. Innovations 

diffused through the governance processes must be able to challenge 

dominant governance practices and values in order to change 

governance culture, and create new institutional capacity (Gonzales & 

Healey 2003). 
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Figure 6.1 Institutional capacity 

 

 

 

 

 

 

 

 

 

The framework in Figure 6.1 will be used to analyze the 

potential for transformation of institutional capacity in the case study: 

the inter-local government cooperation (ILGC) for fresh water 

resources between Cirebon City and Kuningan District. This chapter 

consists of five sections. The first three sections analyze three 

potentially important actors who could influence the networks of the 

ILGC. The development of institutional capital among the actors in the 

ILGC for fresh water resources can be viewed in terms of episodes. 

Three episodes were selected, based on their influence on the 

governance of fresh water resources for Cirebon City and Kuningan 

District: (a) an episode of water resources management by the national 

government; (b) an episode of piped water management by Cirebon City; 

and (c) an episode of innovation involving local potential in the 

Kuningan District (see Table 6.1). This section discusses the capital, 

institutions and innovation of the various actors before they became 

actively involved in the governance processes of the ILGC for shared 

water resources.  

 

 

Process 

Episodes 

Culture 

Dimension of governance (level of 

arenas/institutional relations) 

Transformation of institutional 
capacity 

Knowledge 

Relations 

Mobilization 
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Table 6.1 Episodes related to the ILGC for shared water resources 

Episodes Period Reason to be selected as 
episode 

 

Central 
Government 

 

2004-2013 

A major transformation period 
towards sustainable water 
resources management  

 

Cirebon City 

Sporadic 
occasions from the 

1970s to 2005 

A period with major events 
transforming the soft capital of 
the city for piped water 
management 

 

Kuningan 
District 

 

2002-2005 

A major transformation period 
featuring innovative ideas for 
local potential, through 
mobilization capacity 

 

The fourth and fifth sections of this chapter analyze the 

governance processes entailed in ILGC for shared water resources 

between stakeholders in Cirebon City and Kuningan District. The two 

sections will analyze how soft capital related to institutional capacity are 

developed or weakened in the course of the ILGC. The two sections aim 

to analyze whether or not these capital development processes are able 

to generate a collaborative governance culture among the local 

governments of Cirebon City and Kuningan District and whether new 

institutional capacity has emerged from the ILGC between Cirebon City 

and Kuningan District. 

To determine the transformation of institutional capacity in our 

case study, this chapter employs data from in-depth interviews with 

national, provincial, and local government actors, as well as members of 

the local communities, representatives of non-governmental 

organizations, and academics, which are cited throughout. In addition, 

this chapter refers to policy documents, letters, memos, and research 

reports related to the ILGC of Cirebon City and Kuningan District as 

well as reports and items published in several national and local 

newspapers. 



146  

 

 

Institutional Capacity 

6.2. Episode 1: The central government’s approach to 

sustainable water resources management under 

decentralizing Indonesia 

Since the new decentralization policies, considerable changes 

regarding water resources management have taken place, especially in 

the area of sustainable management of water resources. Several main 

considerations drive the ideas, policies, and programs for sustainable 

water resources management at the national level, including financial 

considerations – “to maintain the water resource, we need financial aid. Our 

basic and main principle in managing water resources is that the money 

collected to maintain the water should be returned to the water’’ (Ministry of 

Public Works official 2012) – and input from international conferences, 

especially the Dublin Statement (January 1992), the United Nations 

Conference on environmental and development in Rio de Janeiro (June 

1992), the Irrigation and Drainage Conference on water as economic 

good in Oxford, UK (September 1997), and the Irrigation and Drainage 

Congress on food production under conditions of water scarcity, 

increasing population and environmental pressures in Montreal 

(December 2002) (Mahkamah Konstitusi 2005).  

The Dublin Statement recommends that the development and 

management of water resources should be based on a participatory 

approach involving the user, the planner, and the decision-maker (p. 59). 

In addition, water is perceived as an economic good. The consensus at 

the United Nations Rio conference regarding water resources is similar 

to the Dublin Statement, with two principal differences. According to 

the Rio conference, water is both a social good and an economic good, 

and water is part of the environmental resources of ecosystems. The 

management of water resources needs to be reformed (p. 59). The 

Irrigation and Drainage Conference in Oxford, UK, questioned whether 

water really is an economic good (p. 60).  

Based on these considerations, the Indonesian government 

enacted Government Regulation No. 77/2001, which stated that water 

is an “economic good with a social function”. If water is perceived as a 
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public good, this fosters the perception that water is an abundant 

resource that can be consumed abundantly without any charge (p. 60). 

“Most people act as a free rider in using water resources. People only 

want to use it, but not to maintain the resource. This is not right” 

(Ministry of Public Works official 2012). The International Congress on 

Irrigation and Drainage in Montreal in 2002 discussed the roles of the 

community and the private sector in water resources management, and 

the national and regional elements of water resources management (p. 

61). Mahkamah Konstitusi (2005) explains that all of these 

considerations have resulted in Law No. 7/2004 regarding water 

resources. A result of long and careful consideration, this law stipulates 

the necessity of accumulating knowledge about water resources 

management at the national level.  

 However, objections to this law have been raised. Many parties, 

including environmental, social, educational, and religious 

organizations, as well as academics, have submitted two judicial reviews 

to the constitutional court regarding this law (Berita Mahkamah 

Konstitusi Maret-April 2005; Konstitusi 2014). The documents of the 

constitutional court show that the opponents of the law were not only 

against the substance of the law, but also the law‟s decision-making 

process, which they considered inappropriate (Berita Mahkamah 

Konstitusi Maret-April 2005; Konstitusi 2014). The website of 

constitutional court and national newspapers, the minutes of the 

hearings, and a journal of the constitutional court explained that the 

reasons behind the objections are mainly due to the private sector‟s role 

in the system of provision of drinking water and in water resources 

management. The critics of the law argued that by involving the private 

sector, the law commercializes and privatizes water, while at the same 

time favoring a small fraction of society – the haves – instead of 

promoting the welfare of all the Indonesian people. More specifically, 

the objections filed relate to the business license of water management 

(Berita Mahkamah Konstitusi Maret-April 2005; Kompas.com 15 

October 2011; Konstitusi 2014). 
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There have been two judicial reviews of this law in the 

constitutional court: one in 2004-2005, and the other in 2013-2014. In 

the first judicial review, the constitutional court ruled that the law was 

acceptable (see the quote below) (Ikhtisar Putusan MK 2003-2008). 

However, as the law had just been enacted, another judicial review could 

be conducted in future if any further evidence to the contrary emerged 

(Kompas.com, 15 October 2011). 

 

Law No. 7/2004 obliges the government to respect, to 
protect and to fulfill the right to water. The government 
regulations for the implementation process must consider 
the opinion of the judicial court that is contained in the 
legal considerations forming the basis and reasons for the 
judicial court decision. (Mahkamah Konstitusi Republik 
Indonesia 2005)  

 

Those who objected to the law resubmitted an application for a judicial 

review of the law in 2013. This time, their objections concerned the 

issue of fraud in the previous judgment of the Constitutional Court 

(MK) in the court judgments of 2004 and 2005 (058,059,060,063/PUU-

II/2004 and 008/PUU-III/2005 case). The applicants also questioned 

Government Regulation (PP) No. 16 of 2005 on the Development of 

Water Supply Systems, which allowed cooperatives, private enterprises, 

or community groups to organize Water Supply Systems (SPAM). 

According to the application for judicial review, the provisions of this 

regulation had deviated from the interpretation set out in the 

Constitutional Court‟s 2005 judgment. The objecting parties doubted 

that the right of ownership and local knowledge to manage water 

resources enshrined in the Law No. 7/2004 was being respected.  

The Ministry of Public Works, through the Directorate General 

of Water Resources Management, which is the main actor responsible 

for drinking water and water management resources, has been trying to 

resolve the distrust of diverse segments of the community through 

several innovative institutions and strategic steps. The first of these is 
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to follow all of the legal procedures regarding the judicial reviews, as 

well as the 13 Government Regulations regarding the detailed 

implementation of Water Law No. 7/2004, to assure that the basic daily 

drinking water needs of the citizens is fulfilled (Mahkamah Konstitusi 

2013).  

The Ministry, particularly through the Directorate General of 

Water Resources Management, communicates the main message of the 

law: towards Indonesian sustainable water resources management. This 

message has been communicated to the public in various ways, 

including an interview on a well-known television news channel, in 

which one of the directors of water resources management explained 

why, how and to what extent the private sector can be involved. The 

director explained that the law does not support commercializing raw 

water, but that the private sector has a limited role in managing the 

water resources, which is controlled by the state (Dialog Kerjasama 

Pengelolaan Sumber Daya Air Metro TV April 2013,). Several other 

interviews on the same TV channel communicated the importance of the 

integrated approaches and programs created to deal with the Jakarta 

flood (Public Corner Metro TV January 2013) 

In addition to including the private sector in the provision of 

drinking water, which was severely criticized, the Ministry of Public 

Works, through the Directorate of Water Resources Management, 

carried out several innovative actions to implement sustainable water 

resources management. These actions included drawing up a 

comprehensive river basin management plan for water resources 

management all over Indonesia.  

In addition to the main considerations as those for Water Law 

No. 7/2004, there are some specific considerations behind a 

comprehensive river basin management plan. Indonesia experiences 

serious problems because of water scarcity (Bappenas 2011), food 

security issues related to water security, substantial material and non-

material losses in many cities due to frequent flooding (Direktorat 

Jendral Sumber Daya Air 2014), and a very low level of water security – 
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only a little higher than Ethiopia (Ministry of Public Works official 

2012).  

In addition to the Balai Besar Wilayah Sungai (BBWS) which are 

vertical institutions related to the management of the river basin region, 

the national government has also established the Council of Water 

Resources (Dewan Sumber Daya Air/DSA) and the Coordinating Team 

of Water Resources Management (Tim Koordinasi Pengelolaan Sumber 

Daya Air/TKPSDA) (Direktorat Jendral Sumber Daya Air 2014 and 

Ministry of Public Works 2012).  

 

The national council for water resources management will 
be responsible for policymaking. The council will also be 
established at provincial, municipality, and district levels 
[to provide coordination with the national level]. The 
coordinating team for water resources management 
[TKPSDA] should consist of government and non-
government representatives, 50 percent-50 percent. The 
coordinating team should arrange the programs for water 
resources management in every region. The head of the 
regions, through their representatives in the coordinating 
team, will be involved in determining the environmental 
management services fee [BJPSDA/Biaya Jasa 
Pengelolaan Sumber Daya Air]. (Interview with Ministry 
of Public Works official in 2012) 
 
Now the greatest power in managing water lies with the 
owners [the authority where the water resources are 
located] ... Our concept is that the power should be with 
the governing body whose members are from various 
levels of government and various other parties, so that the 
power is distributed, and that the power is not entirely 
with the “owner.” (Interview with Ministry of Public 
Works official in 2012)  
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The council for water resources management and the 

coordinating team are both organizations for coordinating water 

resources management. The council for water resources management is 

based on administrative region (national, provincial, and 

municipal/district), and formulates policies and strategies for managing 

water resources. Meanwhile, the TKPSDA or coordinating team will be 

established only if needed, based on the location of the river basin. It is 

tasked with the management of river basins. The national council is 

responsible to the president; it is a non-structural organization under 

the president. The heads of provincial and municipality/district councils 

for water resources are governors and majors/regents, respectively. 

The coordinating team is led by the head of Bappeda. Heads of regional 

planning bodies take turns to lead the team. Membership of both 

organizations, as stated in the interview above, should comprise 50 

percent government representatives (such as the head of the forestry 

agency, the head of the environmental agency, and the head of the 

industrial and trade agency) and 50 percent non-government 

representatives (such as representatives of environmental NGOs, 

members of the Association for Community Forest Management, the 

chairman of the Farmers‟ and Fishermen‟s Organization, and so on). 

Based on this understanding, the central government will construct an 

administrative structure involving multi-level government and non-

governmental actors in sustainable water resources management 

(Water Law No. 7-2004 Article No. 87 and Direktorat Jendral Sumber 

Daya Air officials 2014). 

The quotes cited in the above show that the right to determine 

the management of water resources, including programs and 

environmental management service fees, is not given to the private 

sector, but belongs to the various levels of government and other, non-

government, actors. The structures of the council and coordinating 

team reveal an effort to counter the widespread distrust by showing 

who is actually responsible for the water resources. The establishment 

and structure of the council and the coordinating team could also 

indicate that the national government is aware that sustainable water 
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resources management is a task for multi-level government that should 

also involve non-governmental actors.  

The Ministry of Public Works has also initiated practical, 

innovative programs conducted by the Directorate General of Water 

Resources as part of achieving sustainable water resources management. 

One of the programs is Socialization for using Global Water 

Partnership (GWP) Integrated Water Resources Management (IWRM) 

Toolbox, which is a step towards establishing global information 

networks with global practitioners of IWRM. Networking and 

information regarding related programs are introduced not only to 

ministerial staff in Jakarta, but also to practitioners and academics of 

water management in Jogjakarta. Other programs have included focus 

group discussions between government agencies, academics, and 

environmental NGOs on how to save the swamp in Semarang; 

workshops on urban flood control systems in several cities in 

cooperation with JICA, which were attended by government actors, 

consultants, and contractors involved in constructing flood control 

systems; discussion forums, attended by several ministries and 

academics, on local community capacity building for drought 

management, which addressed how the government could increase the 

participation and capacity of communities in managing drought 

problems; programs on infrastructure development, acceleration and 

expansion of water resources, and small irrigation, related to increasing 

food security, were conducted for more than 5000 villages with 

deteriorating small irrigation systems; and an online knowledge center 

run by several vertical institutions involved in river basin management, 

providing research, policy, programs and information booklets on river 

basin management. Through these innovative programs, the Ministry of 

Public Works builds relationships and establishes communication with 

the various elements of society and with lower-level governments. The 

programs help advance the whole plan for sustainable water resources 

management and the national river basin plan, and help increase the 

trust and support of the whole community.  
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These examples show the different ways in which the central 

government has invested capital in innovative sustainable water 

resources management by supporting innovative institutions. First, they 

adopted new concepts to implement sustainable water resources 

management for Indonesia, and determined that the best concept in the 

Indonesian context was that of water as an “economic good with a social 

function”. Second, they cultivated relationships and facilitated 

communication with the public and lower-level governments through a 

variety of innovative programs. Third, they established a structure and 

a comprehensive plan for coordinating water resources management, by 

forming the council for water resources, the coordinating team, and the 

comprehensive river basin management plan. The steps taken, plans, 

concepts, and structure, can be seen as experiments or efforts to 

establish some kind of agency and a main line of thinking that would fit 

the Indonesian context of sustainable water resources management. The 

national government‟s approach to increasing capital for water 

resources management is evident throughout the interviews with staff 

at the Directorate General of Water Resources. The middle-level staff 

were generally very enthusiastic, relatively young, with a good level of 

education, some from reputable foreign universities. One of the directors 

of the Directorate General of Water Resources is seen by his staff as “a 

well-educated and knowledgeable person, more of an academic than a 

politician, the type of person we really need at this time” (Interview with 

Ministry of Public Works official in 2012) 

Along with the changes in the frameworks and regulations of the 

central government, decentralization has triggered changes at the local 

level, even in small cities like Cirebon. A clear example of this change is 

found in the developing cooperation between Cirebon City and 

Kuningan District for shared water resources. This case could create a 

challenge to comprehensive plans of the central government. 

The main water resource for Kuningan District and Cirebon 

City, the Paniis spring, falls within one of the comprehensive river basin 

plans. The spring is located within the river basin of Cimanuk 

Cisanggarung, whose rivers flow across the provinces of West Java and 
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Central Java. According to Water Law (UU) No. 7/2004, authority for 

river basins in which the rivers flow across provinces rests with the 

central government, under the Ministry of Public Works. Their 

authority extends over all the water resources (rivers, springs, dams, 

and so on) in the river basin region.  

Despite the capital development process initiated by the central 

government, the vertical institution (Balai Besar Wilayah 

Sungai/BBWS) for Cimanuk Cisanggarung does not seem as confident 

as the central government officials who initiated the plan. This is 

especially true when these representatives have to align the current 

ILGC between Cirebon City and Kuningan District with the central 

government‟s comprehensive plan.  

 

It is better for us to work on many other more important 
tasks instead of the Cirebon City-Kuningan District ILGC 
for shared water resources, for example, building a dam for 
the Ciayumajakuning Region. Previously, we tried to 
discuss it, to make it part of the regional management of 
the water resources of Ciayumajakuning Region, but since 
we are talking about to the previous head of BKPP Region 
III Ciayumajakuning Region, it would be better not to 
wake up the sleeping tiger. (Interview with BBWS 
Cimanuk Cisanggarung official in 2012) 

 

The next two sections describe the circumstances of the other two 

episodes that illustrate the potential challenges in the governance 

process of ILGC and in the building of new institutional capacity. 

 

6.3 Episode 2: The development of piped water service 

provision for Cirebon City  

Investment of capital in Cirebon City, particularly for clean 

water service delivery systems, started in the Dutch colonial period. 

The Dutch government began to build a potable water supply system 



155 

 

 

Institutional Capacity 

for the city of Cirebon in 1937, primarily to serve the Dutch community, 

ports, and industries. The water source was the same as that used today, 

the Paniis spring in Kuningan District. The system built at that time 

consisted of eight wells, with the water from the wells collected in a 

tunnel collector. Following Indonesian independence in 1945, the 

investment in capital to improve the clean water delivery system 

continued through the establishment of a local water supply company 

for Cirebon City in 1958. A Master Plan for the Clean Water Provision 

System of Cirebon City was drawn up in 1972. This master plan was a 

cooperation between the Ministry of Public Works and Nihon Suido 

Consultant of Japan. The process continued with assistance from the 

central government. One well-established program is CUDP (Cirebon 

Urban Development Project) I and II (CUDP Report 1992).  

CUDP was an urban infrastructure development agreement 

between the Government of Indonesia (Ministry of Public Works) and 

the Government of Switzerland (the Directorate for Development 

Cooperation and Humanitarian Aid on behalf of Federal Department of 

Foreign Affairs). The first CUDP agreement was signed January 21, 

1971, and the physical development started in 1973. CUDP I focused on 

implementing a water supply improvement program in the urban 

regions (MoU for Technical Cooperation CUDP II, 1991). The second 

CUDP agreement was signed in June 1986, and its implementation 

began in 1987 (Report of CUDP II, Dirjen Cipta Karya Dept PU, 1991). 

CUDP II had the broader goal of improving the city‟s sanitation 

systems, including wastewater treatment, drainage, and waste 

management. In addition to the physical development program, CUDP 

II also focused on institutional development, community development, 

and evaluation studies and monitoring of impact (Report of CUDP II, 

Dirjen Cipta Karya Dept PU, 1991). However, various people admitted 

in the interviews that the program did not extend into a whole urban 

development program, but merely improved the clean water supply and 

wastewater systems. PDAM of Cirebon City was the main actor to 

benefit by building knowledge capital from this program.  



156  

 

 

Institutional Capacity 

After the establishment of the Water Supply Company in 1958, 

the whole distribution system was improved and the flow to the city was 

100 liters/second. At the time of writing, the city had constructed all 

the necessary equipment, including a 4 meter diameter, 10 meter deep 

horizontal storage well to collect water from all the springs in the 

Paniis and Singkup village areas. The main pipe supplying this water to 

the city has a diameter of 70 cm (Figure 6.2). As the demand for piped 

water has increased over time, the total debit flow to the city has 

increased from 100 liters/second, to nearly 1000 liters/second.  

However, there has been no significant research into other 

options for clean water supply for the city. Since Cirebon is a port city, 

there was some idea of distilling seawater; however, this was soon 

abandoned because of limited funding and technological expertise. All of 

the officials interviewed for this study admitted that there was little 

done to explore alternative water sources because preliminary results 

indicated that the Paniis spring was the only practical source of water 

for Cirebon City. Unsurprisingly, the debit flow to the city has increased 

over time, from only 33 liters/second in the 1930s to more than 1000 

liters/second. The current maximum flow of water to Cirebon City has 

not only provoked the anger of the communities of Paniis and Singkup 

villages and the surrounding area, but has also made the city absolutely 

dependent on Kuningan District. 

In the development of piped water provision, Cirebon City has 

come under the central government‟s development program. 

Improvement in the water supply and the development program were 

carried out for Cirebon City, given its national role as a „main urban 

area‟ at that time, because of which the city was considered to have an 

increased need of piped water supply (CUDP Report 1992). Therefore, 

the main investment of capital from the central government, with the 

city mainly as the recipient, has gone towards efforts to improve the 

technical capacity in the exploitation of the current water source. This 

also indicates that the city has a long history of experience in building 

relational capital, especially with the central government. A long 

history of good relations with the central government has made the city 
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tend to communicate directly with the central government, even when it 

might be better to consult with their local counterparts first, especially 

in the context of decentralization currently underway in Indonesia.  

The interviews revealed that before decentralization, Cirebon 

City had established informal communication with Kuningan District, 

indirectly related to the previous fresh water cooperation arrangement. 

However, communication between the city and district did not involve 

effective cooperation, but rather involved the city giving some money to 

the district as a gesture of gratitude for the use of their water resources, 

as mentioned in Chapter 5. These gifts were made at least once a year 

on the occasion of Kuningan‟s anniversary. Similar gifts were also given 

by the city to the communities of Paniis and Singkup. The amount was 

not determined by agreement or evaluation; it was simply determined 

by the city. All the administrative and technical elements of the 

cooperation were arranged by the national and provincial governments. 

Another example, discussed in Chapter 3, involved a time in the 1990s 

when the city wanted to expand their administrative region to include 

several small urban centers in Cirebon District. Such ambition upset 

other local governments. This attitude, prioritizing communication with 

the central government over local governments, could be interpreted as 

another type of “dependency” on the central government, in addition to 

fiscal reliance on the central government discussed in Chapter 5. 

The lack of knowledge and financial capital for alternative water 

sources has made the city absolutely dependent on Kuningan District 

for fresh water. This dependency will increasingly make an impact on 

the city in the face of changing local and regional networks and power 

relations as a result of decentralization policies and increased regional 

autonomy. The officials of Cirebon City are clearly aware that, as a 

small city undergoing rapid urban development and with limited 

administrative areas, it is necessary to invest in knowledge and 

relational capital to manage urban development as a whole.  
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We do not have natural resources, while we have a high 
demand for those resources. Therefore, we have to 
improve our managerial skills (Interview with Cirebon 
City official in 2010). 

The most important question for the city officials concerns who their 

most important counterparts are, especially in cooperation for fresh 

water. Another question is what institutions might be involved, and 

how such institutions can best be developed.  

 

Figure 6.2 Horizontal storage well 

 
 

 

Courtesy of: Muhammad Rafi 
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6.4 Episode 3: Kuningan District on innovative local potential 

in decentralizing Indonesia 

Under decentralization, Kuningan District has demonstrated an 

enthusiasm for innovative ideas and maximizing local potential. The 

newly elected Bupati (regent) of Kuningan is a key person mobilizing a 

spirit of innovation.  

 

I grew up in this district [Kuningan]. Kuningan has 
amazingly beautiful nature. It is blessed with beauty and 
good fresh air. We have to keep our commitment to keep 
this beautiful nature, and we have to be consistent in this 
way, and not allow [not compromise with] too rapid 
urban development. (Interview with the Regent of 
Kuningan District in 2012) 

 

The new Bupati actively promoted his ideas among the local 

government officials. His approach has been implemented through 

several programs to increase Kuningan‟s local potential, and has spread 

to other regions. A new image of Kuningan as a district of conservation 

has been created.  

The first [conservation program] was the declaration of 
the mountains of Ciremai as national parks [in 2004]. 
Great idea, huh? I continued with urban forest programs 
in 13 areas of Kuningan. I continued with ponds and water 
reservoirs [which function] as elements to support 
conservation. I also issued a regulation for the protection 
of birds and fish [in the district]. Birds should not be 
killed in an undiscerning way; fish should not be killed 
with potassium [used in chemicals]. It was very difficult 
at the beginning but it is improving now. (Interview with 
the Regent of Kuningan District in 2012) 

As explained in Chapter 5, the forest area of Ciremai Mountain which is 

within Kuningan District (the forest also extends into Majalengka 

District) was converted from a production forest into a conservation 
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forest in 2004, becoming the National Park of Ciremai Mountain 

(Taman Nasional Gunung Ciremai/TNGC). Production forests are 

designated for the production of forestry products, especially for 

construction, industry and export. From 1992-2002, the Ciremai 

Mountain forest was a production forest pilot project (Sinar Harapan, 8 

June 2013). It was acknowledged as one of the best pilot projects in the 

PHBM Perhutani Program (Program Pengelolaan Hutan Bersama 

Masyarakat/Community Forest Management Program by Perum 

Perhutani), and even became the example for community forest 

management in Java (ISIF, April 2013). Community forest management 

in Ciremai Mountain also provided significant economic benefit, 

reducing poverty in 25 villages in the forest. However, opponents to 

production forestry argued that the ecological system of the forest was 

damaged by long-term use as a production forest (Interviews in 2012). 

The Bupati of Kuningan District was the main initiator of the 

change in the function of Ciremai Mountain forest. He sent a proposal to 

the Ministry of Forestry on August 13, 2004 entitled “Ciremai 

Mountain as a Conservation Area”, and Majalengka District did the 

same. At the same time, he also sent a similar proposal to the local 

parliament of Kuningan, entitled “Management of Ciremai Mountain as 

a Conservation Area” (Balai Taman Nasional Gunung Ciremai, 2014, 

and interviews, TNGC, 2012). The local parliament quickly agreed with 

the idea, and sent a letter to the Ministry of Forestry in support of the 

conversion plan. Soon after that, the forest was converted to a 

conservation forest by a Decree of the Minister of Forestry 

(424/Menhut-II/2004 October 19, 2004). As a production forest, the 

Ciremai Mountain forest was managed by the state-owned enterprise, 

Perum Perhutani, which manages all state forests8 in the provinces of 

Central Java, East Java, West Java and Banten, except for the 

conservation forests.  

                                                           

8 A state forest is a forest area and forest growing on land that is not encumbered property (Government Act No. 5/1967 

on Basic Provisions of Forestry). 
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Few reports containing analysis, studies, and considerations of 

the changing status of the Ciremai Mountain can be found. The little 

information available indicates that the idea of converting forests into 

national parks such as Pangrango Gede National Park in Bogor, 

emerged in 2002, from the local government of Kuningan District, 

together with Kuningan University (UNIKU). A few studies were 

conducted by the Forestry Office of Kuningan District and the Faculty 

of Forestry at Kuningan University to pursue and explore the idea, 

including the Evaluation of Community Forest Management Program 

in 2004. The time between the initial idea and approval was quite short 

for such a significant change. One major consequence of the change is 

that the previous arrangement between the 25 villages and Perum 

Perhutani under the Community Forest Management Program was no 

longer valid (Report of Fahmina Institute 2013). Some think the process 

of conversion ignored the forest community‟s rights (Isnaini 2007). The 

swift conversion process, which entailed a drastic change in the previous 

arrangement with the community, led to anger with and suspicion of the 

local government (ISIF 2013). The community is still disputing the 

change. 

Considering that only a couple of months passed between the 

initial proposal in August 2004 and its approval in October, the absence 

of significant debate is understandable. The process was substantially 

different from the process for sustainable water resources management, 

in which the factors considered can be clearly identified, and which took 

nearly eight years. The two processes differed both in the level of policy 

and the involvement of various actors, and so cannot be compared 

properly. However, the short time the process took and the speed with 

which an agreement was reached is evidence of strong mobilization 

capacity of a leader at the local level, and of good relational capital built 

with the central government by a local government, in this case by their 

leader.  
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As a conservation forest (Decree of the Minister of Forestry 

424/Menhut-II/2004 dated October 19, 2004), the Ciremai Mountain 

forest in Kuningan (and Majalengka) is under the authority of the 

Ministry of Forestry, with the Technical Implementation Unit (Unit 

Pelaksana Teknis/UPT) of TNGC the vertical institution taking care of 

the area. The complete organizational structure of UPT TNGC was 

established in 2007. UPT TNGC has authority to manage the area, 

which includes all the tourism activities and resources in the forest. This 

implies that the water resources located in Paniis and Singkup villages 

should also fall under the authority of TNGC.  

An analysis of the episode of Kuningan District, an influential 

actor in fresh water cooperation, indicates that knowledge and relational 

capital at the local level are actually rather low. The idea of establishing 

Kuningan as a conservation district by recognizing and utilizing its 

potential, as well as considerably changing the function of the Ciremai 

Mountain, which affects the daily economic life of communities in the 

area, was passed from the leader to his subordinates, and from the local 

leader to the central government. The process was characterized by a 

lack of communication, debates, arguments, and a sharing of ideas.  

While investment in knowledge and relational capital at the local 

level for establishing „‟Kuningan District as a conservation district‟‟ was 

lacking, the process showed that the innovative ideas succeeded because 

of the strong mobilization capacity of the Bupati, who received the 

Kalpataru award for environmental trustees9 in 2011 from the president 

of Indonesia, Susilo Bambang Yudhoyono, for successfully 

implementing his innovative idea of a conservation district. The 

Kalpataru Environment Trustees award is given to an employer or 

community leader who has raised environmental awareness and helped 

increased the participation of the community in conservation. 

                                                           
9
 Kalpataru is the tree of life depicted in the carved reliefs of Mendut and Prambanan temples, both in Central Java. 

Symbolizing the balance and harmony of the environment comprising forest, land, water, air and people. The Kalpataru was 
adopted by the Indonesian government as the symbol for its awards to individuals or groups who work for the preservation 
of the environment as a way to support continuous development. In 1980, the Indonesian government began to honor a 
select number of environmental activists by presenting them with the Kalpataru Award. 
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In addition, the Bupati succeeded in spreading the idea of the 

entrepreneurial official on behalf of the community‟s interests under 

increased decentralization and regional autonomy.  

 

So, as heads of regional government, we are now [in 
decentralizing Indonesia] required to develop an 
entrepreneurial spirit. Entrepreneurial spirit means that 
we have to be smart to earn money to bring services to the 
community. Ya … if there is no [money] here, do not 
remain silent. For example, we have the potential here [in 
Kuningan District], which also included water 
cooperation with Cirebon, that was [an example of] 
entrepreneurial spirit [of the head of regional 
government]. (Interview with the Regent of Kuningan 
District 2012) 

Our Bupati is a very persistent person. If you already have 
a program, it should be implemented and should be good. 
The smoothness of a program [related to financial 
matters] depends on how we approach the central and the 
provincial government as well. [It is] Bappeda [Regional 
Planning Agency of Kuningan District] or sometimes our 
regent himself [Bupati], who has done it [approached the 
central government]. [This approach] should be direct. It 
cannot go through the proposal [process], [we‟ll] be left 
behind, waaaah who would read [the proposal], [there 
are] hundreds of districts that have submitted proposals, 
not just us .... [The approach] should be direct 
[gesticulates with great emphasis]. He (Bupati) told us to 
do a “full-team-exposed” [presentation] to the central 
[government]. (Interview with Kuningan District official 
in 2012) 

 

Likely the most influential attitude spread by the leader to the officials 

of the Kuningan District government is an emphasis on inter-local 

government collaboration with other administrative regions, in our case 

study, with Cirebon City. The way this idea of entrepreneurship was 
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implemented in the context of inter-local government collaboration 

under decentralization and regional autonomy may indicate a lack of 

knowledge about the newly enacted regulations. 

Further evidence of the Bupati‟s high capacity to mobilize 

effectively is the establishment of the Kuningan Summit Regional 

Cooperation in 2011. This major project also points to the emerging 

power of Kuningan District. The Kuningan Summit is an inter-regional 

collaboration of eight municipalities and districts in West Java and East 

Java. The focus of the cooperation is to provide urban infrastructure and 

services for the underdeveloped border areas of the eight administrative 

regions.10 Interviews with provincial government officials confirmed 

that the Kuningan Summit will be the pilot project for ILGC that fulfills 

the new regulations (PP No. 50/2007 and Permendagri No. 22/2009). 

The interviews also indicated the high mobilization capacity of the 

Bupati in initiating the Kuningan Summit. 

 

To initiate a collaboration [Kuningan summit 
cooperation] with other regions, our Bupati told us to do a 
roadshow [a tour to meet other stakeholders from 
different administrative regions], which took ... one to two 
years. It [the roadshow] was started by the head of the 
planning agency and the head of the regional secretariat 
[Sekda]. The aim was to develop a common perception 
about the goal and importance of the future collaboration 
(Interview with Kuningan District official in 2012). 

 

The whole process and changes discussed above also show the 

increasing importance of Kuningan District in regional networks as 

they maximize their local potential under decentralization policies and 

increased regional autonomy. Kuningan District is now a strong and 

important node in the network for inter-local government collaboration 

                                                           
10 The members of Kuningan Summit Regional Cooperation are Kuningan District, Majalengka District, Ciamis District, 
Cirebon District, Cirebon City (West Java Province), Banjar City, Brebes District, and Cilacap District (Central Java 
Province). 
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for the Cirebon City-Kuningan District fresh water resources. It is 

becoming an important node in wider cooperation efforts as well, 

through the Kuningan Summit, for example. The dynamic changes 

occurring in Kuningan District will strongly influence relations arising 

from collaboration efforts between the two main nodes11 (see Marin and 

Wellman, 2011): the city and the district. 

Sections 6.2, 6.3, and 6.4 provide an overview of the three main 

nodes (actors) that are or could be involved in achieving the ILGC 

between Cirebon City and Kuningan District for shared water 

resources: (a) the central government, (b) Cirebon City, and (c) 

Kuningan District. We can also identify dynamic processes of soft 

capital development that are taking place in the three potential nodes. 

The soft capital identified in the preceding sections is the capital of 

different stakeholders from different nodes (Figure 6.3) when they 

approach a potential collaboration. This will be discussed in the 

following section. Figure 6.3 and Table 6.2 summarize the capital 

possessed by the actors (potentially) involved, which could increase the 

institutional capacity of the networks of the ILGC for the water 

resources shared between Cirebon City and Kuningan District. 

 

Table 6.2 Potential capital of actors in the case of the ILGC for 

shared water resources 

The (potential) 
actors 

Soft institutional capital 

Kuningan District  Strong mobilization capacity of the 
leader to utilize Kuningan District‟s 
local potential. Capital is mobilized by 
presenting the image of “Kuningan as 
the district of conservation‟‟.  

 Weak knowledge capital regarding 

                                                           
11 Nodes or network members are the units that are connected by the relations whose patterns we study (Marin and 

Wellman, 2011, p. 11) 
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comprehensive regional water 
resources management and ILGC.  

 Strong relational capital with provincial 
and central government outside the 
ILGC process. 

Cirebon City  Strong technical capacity regarding 
clean water provision but limited 
knowledge invested in searching for 
alternative clean water resources.  

Central Government   Strong knowledge capital on 
sustainable water resources 
management. 

 Limited knowledge and relational 
capital on how to implement the plan at 
the local level. 

 

Figure 6.3 Actors in the networks for the cooperation on fresh 

water resources 

 

 

     

  

  

                            

  

                             

           Current actors involved in the ILGC 

           Potential actors involved in the future 

 

Strong mobilization 
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water resources  
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6.5 Governance process: The current interaction in the fresh 

water resources cooperation between Cirebon City and 

Kuningan District 

Previous studies on the ILGC for the shared water resources of 

Cirebon City and Kuningan District have focused on calculating the 

acceptable amount of conservation funding from downstream regions to 

upstream regions so that the two types of regions can achieve a more 

equitable water allocation scheme for fresh water resources (see, for 

example, Ramdan 2006). The reason for this may be that the most 

apparent factor in this case seems to be the conflict of interest due to 

economic factors. However, in addition to the importance of an 

“equitable amount of conservation” funding to resolve the conflict over 

economic interests, this study focuses on analyzing whether the Cirebon 

City-Kuningan District ILGC for fresh water resources is able to 

increase the institutional capacity of the networks of the ILGC as a 

whole. 

To increase institutional capacity, institutional relations should 

not only be able to penetrate through specific episodes but should also 

be able to change established governance processes. The previous 

analysis revealed that each (potential) actor engaged in processes of 

development dynamics of capital, which could influence the governance 

processes of this ILGC. This study examined these development 

processes through different episodes which occurred before the actors 

became involved in the governance process of the ILGC. The analysis 

identified different capital in each actor (node), which was largely 

developed before the actors came together in the governance process 

entailed in this ILGC. 

Continuing the analysis of institutional capacity, the two 

following sections examine governance processes for the two main 

stakeholders in the Cirebon City-Kuningan District ILGC. Referring to 

Figure 6.1, this section emphasizes the “governance process” level of 

institutional relations. The analysis will focus on the period between 

2004 and 2008, when the collaboration was initiated, when the conflict 

started and escalated, and when it was „‟considered resolved”.  
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Assessment of potential coupling of knowledge and 

relational capital building 

A Memorandum of Understanding (MoU) for sharing water 

resources from Paniis spring was signed on 17 December 2004 by the 

mayor of Cirebon City and the Bupati of Kuningan District. The main 

point of the MoU was that Cirebon City agreed to contribute to 

conservation funding for the water catchment area in the Kuningan 

District. The Kuningan District was then responsible for conservation 

in the water catchment area and for installing a water meter at the 

horizontal storage well‟s main pipe that distributes water to the city (see 

Figure 6.2).  

Several sources (interviews, newspapers, and memos) reveal that 

the two parties had at least five meetings beforehand, from August to 

September 2004, but that no agreement was reached. The main reason 

for the deadlock was the difference between the amount of funding 

asked by Kuningan District (2.2 billion rupiah per year) and the amount 

the city considered affordable (407 million rupiah per year). The 

“rumor‟‟ in the local newspaper, the truth of which could not be 

confirmed, was that Kuningan District threatened Cirebon City that 

they would cut off water to the city if they did not sign the MoU. 

The interviews revealed that even though the agreement was 

eventually signed, the city, in particular PDAM of Cirebon City, did not 

completely agree with the decision. The MoU was signed mainly to 

maintain relations (Cirebon City official 2012) with Kuningan District. 

Shortly after the MoU was signed, at the end of December 2004, 

Cirebon City began gathering support, mainly through the mayor, the 

main director of PDAM city, and the city parliament, to change the 

terms of agreement. Support was mainly sought from the provincial 

government and other actors in the higher levels of government. They 

sought to build relations through a formal mechanism or formal 

approach. The mayor sent a letter to the governor of West Java as early 

as the end of December 2004. This was followed by many letters 

throughout the whole process (see Table 6.3). The first letter expressed 

the city‟s objections to the MoU because of the limited financial capacity 
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of PDAM Cirebon City and the local income of the city. The city asked 

for re-negotiation of the amount of conservation funding mediated by 

the province. 

In formal terms, the guiding principle behind the resolution of 

this conflict is Article No. 98 of Law No. 32/1999. This regulation was 

cited in a letter from the Assistant of the Regional Secretariat of West 

Java for Governance and Administration, to the Governor in January 

2005, as a response to letters from the mayor of Cirebon City in 

December 2004 and January 2005. 

 

A dispute between governmental functions between 
district and municipality within the same province can be 
resolved by the governor. When this regulation is linked 
to the current ILGC conflict between Cirebon City and 
Kuningan District, the governor of West Java Province 
may facilitate the settlement of the dispute and the 
settlement decision [by the governor] is final and binding 
for all the stakeholders in the conflict. 
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Table 6.3 Letters, memos, and reports 

From/To Governor 
of West 
Java 

(Bureaus in) 
the Regional 
Secretariat 

of West Java 

PDAM 
Cirebon 

City 

TNGC 
office 

Kuningan 
District 

 

Mayor of 
the city 

December 
27, 2004; 
January 23, 
2005; April 
5, 2006; 
July 31, 
2007 

    

Local 
parliament 
of the city 

 January 12, 
2006 

   

TNGC 
office 

    December 
5, 2006 

(Bureaus in 
)* the 
Regional 
Secretariat 

January 
2005 

January 
2006; 
August 
2007; 
September 
2007; June, 
2008 

   

 

(PDAM) 
Kuningan 
District 

  March 11, 
2008 and 
several 
others 
letters to 
PDAM 
city  

  

PDAM 
Cirebon 
City 

   May 5, 
2008 

 

BKPP 
report 

November 
11, 2008 

    

*The bureaus in the Regional Secretariat of West Java Province that were 
mainly involved were those in charge of regional cooperation, local autonomy, 
decentralization, finance, and regional economics. 
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The first meeting to resolve this conflict, initiated by the 

Regional Secretariat of West Java, took place between Cirebon City and 

the Regional Secretariat in March 2006. This meeting was a response to 

the letters from the mayor of Cirebon City to the governor and those 

from the local parliament of Cirebon City to the Regional Secretariat of 

West Java. The letters mainly concerned objections to the amount of 

conservation funding stipulated. 

The second meeting, which took place on October 9, 2007, 

involved the Regional Secretariat of West Java, BKPP Region III 

Ciayumajakuning, and Cirebon City. This meeting was a response to a 

letter from the mayor of Cirebon City to the governor on July 31, 2007. 

In addition to expressing their objection to the amount of conservation 

funding, the city added an important argument regarding the authority 

of the TNGC office over Paniis spring water following its establishment 

in December 2006. TNGC office is the vertical institution that should 

have authority over the forest of Ciremai Mountain where the spring is 

located (since 2006 TNGC has had formal authority – see the discussion 

in section 6.3 of this chapter and in Chapter 5). The city then changed 

the emphasis of their argument from merely asking for a review of the 

amount of conservation funding required, to asking for a review of the 

legal basis of the inter-local government cooperation between Cirebon 

City and Kuningan District. Several quotes of the mayor reported in the 

newspaper illustrate the city‟s new argument: 

 

We will ask the Directorate General of Forest Protection 
and Nature Conservation, of the Ministry of Forestry, to 
assess how Cirebon can utilize water springs [Paniis] to 
cater for the people‟s needs because the municipal 
government has given compensation to Kuningan District. 
(Antarajabar.com) 

If only the study had been done first, we [the city] would 
have sat at the table with Kuningan District to clarify the 
problem, whether the compensation should be paid to 
Kuningan District or the TNGC office. (Antarajabar.com) 
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The third meeting at the Regional Secretariat was conducted on 

November 1, 2007. This time, all of the stakeholders in the conflict were 

invited. Kuningan District, Cirebon City, TNGC, two provincial 

agencies for natural resources management and spatial planning and 

housing, as well as the Regional Secretariat‟s Bureau of Decentralization 

and Bureau of Justice. 

Besides meetings involving the Regional Secretariat of West 

Java, several meetings arranged by BKPP Region III Ciayumajakuning 

were also conducted. For example, a meeting on December 4, 2007 was 

attended by Cirebon City, Kuningan District, and BKPP Region III 

Ciayumajakuning. After this meeting, BKPP considered the dispute 

“resolved”. The local newspaper claimed “the new agreement is finally 

achieved” (Radar Cirebon, December 5, 2007). The newspaper stated that 

the two disputing regions had agreed that the terminology 

“contribution for conservation” was the most suitable. However, it is 

unclear how merely changing terminology could resolve the conflict, 

and no minutes of the meeting are available to better understand how 

the meeting concluded. The satisfaction of the head of BKPP was 

expressed in a quote in the newspaper:  

 

After a long period without good communication, this 
meeting has managed to break the deadlock. With this 
new agreement, Cirebon City has agreed to “contribute to 
conservation” of water resources and Kuningan District is 
ready to provide water to the city. (Radar Cirebon, 
December 5, 2007) 

 

Throughout the period 2004-2008, facilitated by BKPP Region III 

Ciayumajakuning Region and the West Java Province, Cirebon City 

built relational capital to forging a different scheme for the ILGC with 

regard to fresh water resources. They contacted all actors involved, 

except Kuningan District itself, to move towards what they considered 

to be “following the right regulations”. The BKPP Region III 

Ciayumajakuning also actively fostered communication and institutional 
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relations with the local actors to mediate the dispute. Nearly all the 

local actors in the dispute acknowledged the strong role played by 

BKPP as a facilitator. The provincial government of West Java, 

particularly through the Regional Secretariat, was also somewhat 

involved, facilitating several meetings between local actors (see Table 

6.3). BBWS, the vertical institution of the Ministry of Public Works 

which manages the regional river basin, was also involved during the 

dispute resolution process. At the time of the dispute, a new Water Law, 

Act No. 7/2004, had just been passed, and the Regional River Basin 

Management Plan had not yet been completed. For this reason, the 

Ministry of Public Works and its vertical institutions (BBWS), along 

with TKPSDA, which should have been a prime actor in the dispute, 

had no part in the city‟s efforts in building relations. Meanwhile, TNGC 

tried to question the authority of Kuningan District over the spring 

water, but no further information can be found about the outcome of 

their attempt. 

The memos and formal letters analyzed for this study show that, 

in building relational capital for resolving this dispute, Kuningan 

District seemed to prefer a passive role. The interviews revealed that 

they would prefer to wait for the city to show “a good intention‟‟ 

(Kuningan District officials 2012) to act according to the agreement 

they both signed. They also tended to wait passively for a solution from 

the BKPP Region III Ciayumajakuning and Provincial Government. 

The silence and passivity of Kuningan District in this instance is a stark 

contrast to the strong mobilization efforts within the region and with 

the central government regarding entrepreneurship, the development of 

Kuningan as a conservation district, and idea of local potential discussed 

in section 6.3. The district may have been less active in this case because 

it was confident that it held the trump card in the dispute: the water 

resources are located within its administrative region and because of the 

already signed MoU: “the signed MoU is the law for those signing it. 

Therefore, it must be obeyed” (Kuningan District official 2012); “This 

kind of cooperation is protected by PP No. 50/2007 regarding inter-

local government cooperation” (Kuningan District official 2012). 



174  

 

 

Institutional Capacity 

Unfortunately, throughout the period under study, the main 

responses and arguments diverged. Important local actors who were 

involved throughout the whole process felt that they lacked significant 

assistance from the provincial government, though some of them 

recognized the role played by BKPP. 

 

We were left alone; we were only asked to solve [the 
problem] on our own (Interview with Cirebon City official 
in 2012). 

In one meeting, I remember, the head of the Provincial 
Regional Secretariat just asked, has the MoU already been 
signed [by both parties]? If it has, that‟s it (Interview 
with Kuningan District official in 2012). 

BKPP, through its head at that time, indeed, played an 
active role in mediating the problem (Interview with 
Cirebon City official in 2012). 

 

Despite the feeling of abandonment expressed by some local actors, 

analysis of the minutes of meetings show that there were several 

responses, especially from medium-level staff of the Provincial Regional 

Secretariat, considering the new enacted regulations Law No. 7/2004. 

From the minutes, the responses and arguments can be placed in three 

categories: responses opposed to the ILGC, responses in support of the 

ILGC, and neutral responses. 

From the minutes of meetings 2005-2007, the arguments and 

responses against the ILGC between Kuningan District and Cirebon 

City were:  

1. The current cooperation should take into account the newly 

enacted Government Act, in particular No. 7/2004 on Water 

Law. Considering Government Act No. 7/2004 [Water Law], in 

the near future, the permit for shared water from Paniis should 
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be issued by Ministry of Public Works via Agency of Natural 

Resources Management of West Java Province. Because the 

water source is spring water, it is categorized as surface water 

[if it were ground water, the permit would come from the 

Agency of Mining and Energy of West Java Province].  

2. Related to regulation about authority to issue the permit for 

water utilization, water management should be arranged based 

on role sharing [between upstream and downstream regions], 

and the utilization of water resources should be managed 

comprehensively by the central government. Water 

management should not be based on its economic values 

[alone]. 

3. The spring is located in the Regional Water Basin Cimanuk 

Cisanggarung, which is under the authority of the central 

government (see also discussion in Part A of this chapter). 

4. No article in the Water Law mentions a compensation fee akin to 

the current practice between the city and Kuningan District. 

Compensation should be given for conservation activities, and 

not in terms of money. 

5. The city complained that they end up paying “double tax”: water 

tax to the provincial government and a conservation fee to 

Kuningan District.  

 

From the same minutes, 2005-2007, the arguments in support of 

the ILGC were: 

1. PDAM of Cirebon City has been supplying water to private 

companies, industries, hotels, and so on, and so should have 

received sufficient financial resources to enable PDAM to pay a 

conservation fee. PDAM of Cirebon City has received financial 

benefits from utilizing water resources from Kuningan District 

for a long time, and has not been transparent in reporting these 

benefits. Instead, PDAM has only shown the losses due to 
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operational and maintenance costs. PDAM Cirebon City had 

even raised water prices for its customers [to finance the cost of 

the conservation fund] (Head of Provincial Regional Secretariat 

of West Java) 

2. Kuningan District has merely tried to find continuous funding to 

conserve the water catchment area to guarantee continuous 

water resources for the city and any other regions. Another 

argument in support of ILGC is that the MoU has already been 

signed. Consequently, those who signed it should abide by the 

agreement reached (BKPP Region III Ciayumajakuning). 

 

Although they tried to be as neutral as possible, the final decision 

of the Provincial Regional Secretariat of West Java was to ask the 

governor to provide the city financial aid to pay the conservation 

funding to Kuningan District for two years, 2006 and 2007. Following 

this, PDAM Cirebon City would have to pay the conservation funds to 

Kuningan District from its own income.  

Other, more neutral or detached responses can also be found in 

the minutes, such as “the ILGC should have involved the provincial 

government from the beginning. Since it did not, the local governments 

under dispute should resolve the problem by themselves‟‟ (Minutes 

meetings, 2005-2007; Interviews, 2012) 

In the end, the meetings were concluded at the end of October 

2007 with a report-letter from BKPP Region III Ciayumajakuning to 

the governor of West Java Province. The main points of the report seem 

to support the current form of ILGC between Cirebon City and 

Kuningan District. Although some points against the current ILGC 

were included in the conclusions, they seemed to be included mainly to 

support the argument in its favor. 

The letter mentions three ways the actors involved should 

perceive the ILGC for fresh water. First, it mentions that water 

resources should be seen as resources created by God, which must be 

preserved (the philosophical aspect). It also refers to Article No. 53 of 
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the Water Law (Government Act) No. 7/2004, which ruled that 

downstream and upstream regions should both have a role in 

conserving the water catchment area (the normative aspect). The third 

point is that Cirebon City, through its PDAM, has been using the water 

from Paniis spring to cater for more than fifty thousand customers, 

charging a much higher price per m3 than the conservation fee per m3 

asked by Kuningan District (the appropriateness aspect). The ending of 

the letter states that the city has agreed to pay the conservation fund on 

its own from 2008, since the provincial government paid the 

conservation fee for 2006 and 2007.  

It is not clear why many points of the supporting arguments 

made in the meetings were not included in the conclusions. The role of 

top-level government officials may have been quite influential for such 

an outcome. At any rate, it appears that new and common 

understandings of the problems have not yet emerged. From this 

analysis of the interaction process it seems that several main issues 

formed a bottleneck. At this juncture, several conclusions can be drawn 

about ILGC for fresh water resources.  

First, the various actors had different perceptions of the new 

regulations related to this dispute. There were different interpretations 

of the regulations: the new Water Law (UU) No. 7/2004, the Decree of 

the Minister of Forestry 424/Menhut-II/2004, dated October 19, 2004, 

on the establishment of TNGC, and also the new government 

regulation (PP/Peraturan Pemerintah) No. 50/2007 on ILGC. The city 

and several middle-level actors in the Regional Secretariat of West Java 

Province thought that the main point of the new Water Law was that 

there should be no cash flow from one region to another in sharing the 

conservation effort between upstream and downstream regions. 

Kuningan District understood the new Water Law in the opposite way, 

as providing a legal framework for ILGC and that supporting the 

conservation fund was a kind of “sharing of roles‟‟ between upstream 

and downstream regions. Kuningan District also understood that the 

Government Act (Peraturan Pemerintah) No. 50/2007 provided legal 

protection for the current ILGC.  



178  

 

 

Institutional Capacity 

Second, provincial government and other local actors (Cirebon 

City and Kuningan District) tended to respond to the problems in a 

reactive – rather than anticipatory – way, focusing mainly on forming 

alliances to support their cause and arguments. Unfortunately, the 

actors invested much less effort in the accumulation of knowledge 

capital that could have been useful in resolving the dispute. This would 

require more time and effort, such as workshops on the different kinds 

of regulations related to the dispute. Such investment is also important 

in order to help actors learn and understand the role of every actor and 

possible action that every actor can undertake in relation to this dispute.  

Nevertheless, the local actors admitted that no serious attempts 

were made to develop their understanding of the new regulations. There 

was rarely any attempt to increase familiarization or dissemination of 

information about new regulations, or if there was, it was only for 

provincial government actors. Sometimes in meetings, the local actors 

were given the new regulations in addition to the main topic of the 

meeting, and they had to read them on their own. In this case, the lack 

of knowledge was seen, for example, in the uncertainty regarding the 

authority of the vertical institutions of TNGC over the Ciremai 

Mountain forest. The only attempt to clarify the role of TNGC was 

when Bureau of Regional Autonomy asked for review from Bureau of 

Decentralization about authority of TNGC over the Ciremai Mountain 

forest. 

Third, the role of the central government discussed in section 6.2 

was not yet possible at the time of this dispute. The lack of central 

government involvement may be related to the slow formulation and 

implementation of the regulations, as discussed in Chapter 5. The 

dispute occurred while the central government was still in the 

preparation process and had yet to arrange an appropriate way to 

communicate their comprehensive plan to local and regional actors. 
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Mobilization capital of Kuningan District and the city’s 

communities 

After the dispute was “considered resolved” following meetings 

in October and December 2007, the problem was in reality still far from 

resolved. The city (in particular PDAM) was not yet satisfied. Their 

dissatisfaction was evident in the delay of payment of conservation 

funding to Kuningan District, so that PDAM Kuningan District sent a 

“warning letter” to remind the city that their contribution was due. As 

the part of their response, PDAM Cirebon City again questioned the 

authority of TNGC over Ciremai Mountain, where the Paniis spring is 

located. A letter was sent to TNGC asking about this in May 2008. In 

June 2008, the issue of who had authority over the Paniis spring was 

still being discussed by the Regional Secretariat of West Java Province 

(in the Regional Autonomy Development Department and the 

Intergovernmental Cooperation Development Department). 

In response to the delay of payment in 2008, the two regions 

tried to organize a meeting. A meeting was arranged for May 12, 2008 

between the local parliament of Cirebon City and the local government, 

the local parliament, and PDAM of Kuningan District (Pelita.or.id May 

2008). Unfortunately, the meeting had to be cancelled because the city‟s 

local parliament was two hours late after a road accident blocked traffic 

on the road to Kuningan. By the time the city‟s local parliament arrived, 

all of the local government actors of Kuningan had gone to other 

meetings (Pelita.or.id, May 2008). The cancellation of this meeting may 

have worsened the already low level of trust and deteriorating relations 

between the two regions.  

In the end, Kuningan District decided to take the lead and 

mobilize its “opportunities” in the situation: the location of the water 

resources in the Kuningan District administrative region; the already 

problematic relations between the two regions; the existing MoU; the 

results of the discussion with the provincial government; and the anger 

of the community in Cirebon (Interviews in 2012). At the beginning of 

November 2008, Kuningan District shut the gate valve allocating and 

measuring water from Paniis spring to the city. The decision to shut the 
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valve was made to reduce the debit flow to the city and to send a strong 

message of warning and about the position of the district in relation to 

the city.  

 

Cirebon City has an obligation to pay Kuningan District. 
If they do not pay, what happens then, the water to the 
city is closed. Indeed, it was closed, shut down .... We put 
in water meters. Well, we still distribute the debits, but 
not at its usual maximum capacity. We reduced about one-
third of the volume. Yes ... they [the city] were suffering. 
[It was] at the end of 2008. OK. Bupati ordered the 
shutting down of the gate valve, but the initiative was 
from all of us. The acting Bupati consulted with the 
incumbent [Bupati]. I hold the keys [of the water meter]; 
therefore, I was the one who closed [the gate valve]. I was 
also the one that opened it later on [after an emergency 
meeting]. Not only did the Bupati order it [not clear 
whether it was the acting Bupati or the incumbent], [but 
it was also] our initiative, to protect the community of 
Kuningan. We were abused, [the city] violated the 
agreement, we were feeling harassed, violated. Several 
previous meetings just did not break up the deadlock. So, 
we closed [the gate valve], we reduced the debits to give 
them a kind of shock therapy (Interview with Kuningan 
District official in 2012). 

 

As a result, people in Cirebon City, who had already been very 

dissatisfied with the piped water services for several months, 

demonstrated at Cirebon City Hall (Pikiran Rakyat.com October 11, 

2007). The community was of the opinion that the amount of water 

piped to households was very limited and that the flow trickled the last 

several months. The reduced water supply affected thousands of 

customers in many sub-districts, including Harjamukti, Kejaksan, and 

Lemahwungkuk (antarajabar.com December 19, 2008 and Pikiran 

Rakyat online, October 11, 2007). The running water was not sufficient 

for bathing and cooking. One of the community members expressed 

this: 
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Extremely limited water distributed to households creates 
a fragile situation and triggers conflict among 
communities. We compete to get water. We have to keep 
awake in the middle of the night to get water. We are all 
tired of this situation. Our anger is ready to explode 
(Pikiran Rakyat, October 11, 2007). 

 

The rumor spread that the water flow was reduced because of the years 

of conflict between (PDAM) Cirebon City and Kuningan District, but 

the community was never sure about that rumor. However, in early 

November, they found that there was nearly no piped water flow, even 

though it was a rainy season. They then become convinced that the 

season was not to blame for the limited water flow. A meeting between 

community members, the head of the regional secretariat and the mayor 

of Cirebon City was unsuccessful, because the officials could not promise 

when the water debit would be normal again (Antarajawabarat.com, 19 

December 2008). 

In the end, after several days of reduced water supply, an 

“emergency meeting” was held between the mayor of Cirebon City and 

the acting Bupati of Kuningan District (the Bupati who initiated the 

conservation fund was the incumbent at the time when the dispute 

escalated. He was preparing to run again in the election for the term 

2008-2013). The acting Bupati of Kuningan had been the head of the 

regional secretariat of Cirebon City before the dispute, and he became 

the head of BKPP Region III Ciayumajakuning after the dispute. He is 

currently the mayor of Cirebon City for 2013-2018.  

After the mayor of Cirebon City signed an agreement letter 

clearly stating that the city would pay its contribution for conservation, 

half in 2008 and the rest in April 2009, the gate valve was opened to its 

normal flow. Not long after this crisis, at the end of December 2008, the 

mayor of Cirebon City fired the director of the city‟s PDAM. The formal 

reason given was the assessment of performance (Metro Cirebon online, 

December 25, 2008). Soon after this dismissal, a new director was 

appointed as acting director of PDAM, and afterwards appointed as the 
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new director of PDAM Cirebon City. The main task of this new director 

was to restore intergovernmental relations between the city and 

Kuningan District, and normalize the water crisis that had been 

ongoing for several years (Pikiran Rakyat.com, December 25, 2008). 

The last report after the escalated conflict, sent by BKPP Region 

III Ciayumajakuning to the governor of West Java Province in 

November 2008, concluded that, again, the dispute had been resolved. 

The city agreed to pay its contribution of conservation funding to 

Kuningan District every year, this time with a formal letter signed by 

the mayor. Comments from the governor of West Java Province and the 

central government agencies indicate the way the provincial and central 

governments thought the problem should be resolved. 

 

[Since] Cipaniis springs are located in Kuningan District, 
the springs must also provide benefits for the citizens of 
Kuningan District. So that compensation is still needed. 
The value of compensation will be calculated together so 
that we achieve a reasonable amount of compensation 
(Antarajawabarat.com, December 19, 2008). 

“Every day they [Kuningan District and its community] 
have to maintain the upstream region to ensure that it is 
not contaminated. So it is only appropriate that they 
receive compensation from those benefiting from of the 
water sources.‟‟ (Harian Umum Pelita, November 13, 2008) 

Nevertheless, Cipaniis is located in Kuningan District so 
there should be compensation to the area, especially for 
water distributed to Cirebon City which is also sold [by 
PDAM City] not only to households but also to 
businesses (Harian Umum Pelita, November 13, 2008). 

 

Cirebon City and Kuningan District have since moved on to new 

episodes of inter-local government relations. Instead of resorting to 

power and formal arrangements, the newly elected director of PDAM 
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Cirebon City decided to adapt a more informal approach: practicing 

humility, maintaining good intentions, and recognizing that the city 

(PDAM City) is the dependent party in the relationship with Kuningan. 

One of the officials interviewed admitted this: “I don‟t see an equal 

relation between Cirebon City and Kuningan District.‟‟ (Cirebon City 

official 2012) 

In the new approach, the city met with the regional secretariat of 

Kuningan District, the Bupati, PDAM Kuningan District and the local 

agency for water resources of Kuningan District, and also made 

informal visits, attending the anniversary celebration party of Kuningan 

District, for example. The city also addressed the needs of the villages of 

Singkup and Paniis. “We [PDAM Cirebon City] supply electricity to 

the villages; we provide clean water, we provide nearly anything they 

[the village communities] need.” The main principle emerging from the 

long dispute is “provide the conservation funding asked by Kuningan 

District, and the more detailed regulatory issues will follow later.” The 

interest of the citizens (their need for water) is the most important issue 

for the city (and in particular PDAM City). Cirebon City‟s drastic 

change in attitude was welcomed by all the stakeholders in Kuningan 

District. 

 

The new main actors from Cirebon City [in particular 
PDAM] have changed. Attitudes from the new actors are 
much more accommodating [to the Kuningan District‟s 
demands], cooperative, rational. They also have a better 
manner, and are much more polite. In the end, it [inter-
governmental relations] depends greatly on the individual 
personality (Interview with Kuningan District official in 
2012). 

 



184  

 

 

Institutional Capacity 

6.6 Governance culture: Assessment of the potential 

transformation of the governance culture in fresh water 

resources cooperation 

In the period under study, the small city of Cirebon was situated 

within governance arenas in which all of the stakeholders brought 

different knowledge, storylines, and their own relational capital, 

relevant regulations were then still being developed (see Chapter 5). 

Two phases can be identified: the first phase during the dispute, and the 

second phase after the dispute was considered resolved (section 6.5). 

The actors from Cirebon City (with PDAM as the main actor 

behind the mayor) brought to the governance arena a good technical 

capacity and good relational capital with the central government, but 

lacked knowledge of alternative sources of piped water for the city. 

Even though the city realized the imbalance of their position due to 

scarcity of resources at the beginning of the process, they strongly 

believed that they were on an equal footing with the other actors 

involved in the broader networks related to the ILGC for shared water 

resources. The city may even have thought that they had the stronger 

position in the networks of the ILGC on account of the new regulations. 

The new regulations, especially Water Law No. 7/2004 and the 

establishment of the TNGC office as a vertical institution with authority 

over Ciremai Mountain where Paniis spring is located, strengthened the 

confidence of the city‟s officials. They firmly believed that these 

regulations would be a sufficient force binding the allies of multiple 

actors as well as several levels of government in support of the 

contention that the authority over Paniis spring rests with Kuningan 

District. Therefore, the city (with PDAM Cirebon City as the main 

actor behind the mayor), actively created networks with the provincial 

government (regional secretariat of West Java Province and the 

governor), BKPP Region III Ciayumajakuning, and the TNGC office. 

However, in this first phase of the ILGC (the dispute phase), the 

Cirebon City government tended to ignore the most important actor in 

the networks under the new decentralization policies and increased 

regional autonomy: Kuningan District itself. The city was confident that 
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the new regulations and a formal approach would create sufficiently 

dense networks to back up their position in re-negotiating the 

conservation funding and questioning the legal basis of the current 

ILGC. 

Meanwhile, the actors from Kuningan District came to the 

governance arena with strong mobilization capital held by their leader 

who emphasized the importance of utilizing local potential, including 

water resources. The mobilization capacity of the Bupati changed 

Kuningan District into an emerging administrative region in its own 

right, rather than just a peripheral region of the city. The networks 

formed with the provincial and central governments by regularly 

presenting proposals built strong relational capital for Kuningan 

District outside the spheres of the dispute.  

Moreover, the communities of both administrative regions 

tended to absorb the short-term benefits from incumbent officials. The 

community of the city held demonstrations demanding a reliable water 

supply. The villages of Paniis and Singkup not only demanded a share of 

the conservation fee from Kuningan District, but also asked the city for 

facilities (Interviews 2012). On the one hand, because of absorbing 

short-term benefits attitude from its community, the pressure on 

Cirebon City to resolve the dispute as soon as possible was considerably 

increased. On the other hand, this community‟s attitude was 

understandable, because water is a basic need, and water shortages make 

people angry. The pressure from the people forced the city to accept any 

and all demands from Kuningan District. In other words, this pressure 

made it difficult for the city‟s officials to pursue a new form of ILGC 

based on the new regulations. This situation indicates that pressure 

from the community makes it highly important for both regions to 

cooperate – but not under coercion – within the ILGC framework for 

shared water resources in order to resolve the shortage of piped water 

for the whole city and its urban conurbation. 

The provincial government actors responded to this dispute in 

different ways. The middle-level officials, such as those in the bureaus 

and departments within the bureaus in charge of local autonomy, 
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decentralization and regional cooperation, argued that all the 

stakeholders should be aware of how the new regulations affected the 

collaboration. This is similar to part of the argument put forward by 

Cirebon City that the current ILGC would have to be adjusted in the 

near future, because it was not compatible with the new regulations. 

However, legislation is still ongoing (see the discussion in section 6.2). 

The provincial government leaders involved in the dispute suggested 

resolving the situation based on “the logic of appropriateness” which they 

consider the most appropriate approach. Because water is created by 

God, it is appropriate that it should be conserved. It is appropriate that 

the conservation of water resources is the primary responsibility of the 

upstream region (Kuningan District). It is also appropriate for Cirebon 

City to pay conservation fee because they utilize the water and benefit 

financially from it. It is appropriate that Kuningan District receives the 

conservation fee because they are the upstream region. Regardless all of 

the future risk and conflict that might be affecting the cooperation, such 

as forthcoming regulations, inherent coercion, and the possibility of 

multiple costs, the current ILCC should be continued.  

Understanding that the position of the city within the current 

networks was unequal, that the city was in an inferior position, the new 

director of PDAM appointed at the end of 2008 accepted this logic of 

appropriateness and applied several new principles: practicing humility, 

maintaining good intentions, mobilizing informal approaches and 

encouraging social interaction, and, most importantly, emphasizing that 

regulations and formal arrangements can follow after good intentions 

and good manners have opened “the door‟‟ of the other region. The 

mobilization approach changed in the course of the ILGC from one that 

employed a formal approach and was dependent on regulations and 

provincial government actors, to one which adopted an informal 

approach, applying social logic, and understanding and accommodating 

the other local actors. 

Within sociological institutionalism, culture is considered part of 

institutions themselves. Culture is defined as systems of meaning which 

are layered over each other (Healey 2002), the ways of thinking and 
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acting which are considered normal and routine. What is “normal and 

routine‟‟ then comes to the forefront as actions and values that influence 

daily interactions and interpretation of regulations throughout the 

established governance process. According to Antlov (2005), every part 

of social life is a mirror of the norms, values, and culture of the society. 

A previous study on inter-local government cooperation in Indonesia, 

between the small city of Yogyakarta and its surrounding district 

(Kartamantul Region), investigated the influence of culture, and found 

that the strong influence of traditional cultural leaders was critical in 

the later stages of inter-local government cooperation. The critical role 

of the leader created a new layer of collaborative governance culture 

(Hudalah, Firman, and Woltjer, 2013). In the early stages, during 

efforts to establish a process of governance, the traditional culture, daily 

activities, and routine traditions were the main factors binding all actors 

together, particularly the middle level officials (Hudalah, Firman, and 

Woltjer 2013).  

The Cirebon-Kuningan case is quite different from that of the 

greater Kartamantul Region. In the Cirebon-Kuningan case, both sides 

lacked traditional cultural leaders who could influence the local actors. 

Moreover, there is no indication that daily routine and traditional 

culture bound the actors together in the attempts to unite all of the 

actors in the governance process, as happened in the Kartamantul 

Region. 

In this particular circumstance, the traditional cultural leader – 

who was also acting as the bureaucratic leader – was absent; also 

lacking were the daily routines of a common culture of cooperation 

efforts involving public institutions. A legacy of the previous 

government regime is the commodification of traditional culture in 

public institutions. The following discussion investigates the claim that 

this type of culture has the potential to influence the ways of thinking 

that shape the actions, approaches, and decisions in the cooperation for 

fresh water. 
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The political culture of Java Island is strongly characterized by 

traditional Javanese culture.12 Many scholars claim that in the 

authoritarian era of the New Order regime, the Javanese aristocratic 

culture was rigorously adopted as the general Indonesian national-

political culture (Pemberton 1994; Liddle 1996; Pye 1985; Antlov & 

Hemell 2005). Jones (2013, p. 3) asserts that this culture was adopted to 

strengthen the authoritative power of the New Order regime by 

avoiding conflict and emphasizing the importance of hierarchical 

relationships. The political institutionalization of this culture had 

already taken place several decades ago. Therefore, the influence of such 

institutionalization is to a certain extent relevant in the era of 

decentralization (see Jones 2013), particularly through the public 

institutions (see Irawanto et al. 2011). However, Antlov (2005) argues 

that beyond the aristocratic culture adopted by the New Order regime 

for their own ends, there is much more about the real traditional 

Javanese culture which created order and harmony in the daily life of 

Javanese people. 

Liddle (1996, p. 65) argued that one of the cultures utilized by 

the previous regime was that of the Javanese political elite, which was 

among the most status-conscious and hierarchy-minded in the world. 

Bureaucrats distinguish sharply between themselves and the common 

people (rakyat) (Liddle 1996, p. 65). Consequently, a strong culture of 

patrimonialism in state-society relations has emerged within Indonesian 

political culture (Liddle 1996, p. 64). Jones (2013, p. 5) explained that 

patrimonialism in Indonesia refers to vertically structured patron-client 

relationships, in which resources are channeled to “clients”, with 

different patron-client cartels competing for rewards dispensed by the 

ruler. This culture creates strong relationships characterized by feelings 

of obligation between superior and inferior.  

                                                           
12

 Traditional culture refers to the values, traditions, and languages of the diverse ethnic groups in Indonesian society, such 
as Javanese, Sundanese, Acehnese, Bataks, Minangkabau, and so on. The national culture of Indonesia is considered a more 
modern culture. The national culture has been influenced by Western culture, socialized through the educational system, 
and deliberately promoted by the policy of the government of the Republic of Indonesia since independence (Liddle, 1996, 
pp. 63-106). The New Order regime utilized the national political culture and was an authoritarian regime (Jones, 2013). 
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This type of political culture institutionalized in public 

institutions might be one of the leading influences in the ILGC for fresh 

water between Cirebon City and Kuningan District. The whole process 

of ILGC revealed that an unequal relationship, like that of a 

paternalistic culture, existed in the ILGC between Kuningan District 

and Cirebon City. Kuningan District, as the region in possession of the 

resource, acted as a patron that channeled its resources to the client, 

Cirebon City. In addition, the vertically structured patron-client 

relationship required a strong positioning and sustained effort in 

creating a new identity for the region. The leader of Kuningan District 

was fully aware of this, by persistently creating a new identity for 

Kuningan District as a conservation district, because of which he 

described the district as “holding the trump card” and that it was 

“becoming an important region now, not only a rural area that used to 

be underestimated” (Interview with Regent of Kuningan District in 

2012). 

For government officials, especially top leaders such as the 

regent or mayor, and also middle-level officials, sometimes their 

individual pride, sense of identity, and emotions were caught up in their 

role as the head of the region or officials of public institutions. There is a 

kind of association between a role in a public institution or in the public 

sphere, and the identity of an individual. This is apparent when the 

leader of a region or a public institution persistently uses the pronoun 

“we” to refer to the region that he leads. Refusal to follow the policy of 

the region can therefore be taken as an offense against the individual as 

well. Conflict in a region becomes complicated when the role of the 

leader of the region is mixed up with ego and pride.  

Cirebon City, at the end of the dispute, realized the “actual or 

real‟‟ circumstances under decentralization policies and increased 

regional autonomy, and decided to accept its status as the inferior in this 

network. The city positioned itself as the client receiving resources from 

its patron. This differs from traditional culture, like that in Kartamantul 

region, where paternalistic relations exist between public institutions, 

one of a big brother relating to a little brother. 
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Liddle (1996, p. 81) argues that another explicit result of 

applying this aristocratic culture to public institutions is the notion that 

the king can do no wrong, in which a government‟s policy-making 

process is dependent on the discretion of the king/leader/ruler, instead 

of being structured by law or mandatory processes (Liddle 1996, p. 81). 

In the case of the cooperation for fresh water between Cirebon City and 

Kuningan District, the influence of the top level of provincial 

government lies in the discretion of the leader. As section 6.5 shows, 

discretion was strongly influenced by the logic of what is considered 

appropriate. The logic of appropriateness underlying decisions may 

have also been influenced by the culture of tolerance and the avoidance 

of dispute, which should be practiced by a leader. The good intentions of 

a leader will guide him/her in resolving disputes according to social 

logic. The downstream region was seen as the region that needs the 

water, utilizes the water, and receives material and financial benefit from 

the water. The upstream region was seen as the region most affected by 

the utilization of the water, and so it is the most appropriate actor to 

carry out a conservation program for the water catchment areas. It was 

therefore considered logically appropriate for the downstream region to 

contribute directly to the upstream region. 

Overall, this case shows that an absence of significant traditional 

culture in the daily life and routine activities of communities, which can 

provide an important bonding factor in governance processes, tends to 

make the actors involved depend on a formal approach to disputes 

concerning governance. The assimilation of traditional culture into 

national political culture carried out by the previous authoritarian 

regimes appears to still dominate, and is routinized in the way actors 

involved in institutional cooperation think and act. The absence of 

traditional cultural leaders in the bureaucratic system in this case, which 

previous studies claim can have an important role in creating a 

cooperative culture, may explain why new institutional capacity for 

inter-local government cooperation has not yet emerged.  
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6.7  Conclusions 

This case shows in detail how all of the actors involved 

contributed in their own particular ways to the institutional capacity 

of the Cirebon City-Kuningan District ILGC which resulted from the 

governance process of ILGC for fresh water resources during 2004-

2008. The tendency to prioritize relations with the central 

government, and underestimate the importance of building relations 

with the other local governments, characterized the attitude of the 

local actors. Particularly in Cirebon City, in addition to the city‟s 

unequal position because of scarcity of resources, there was an 

internal imbalance in the various stakeholders‟ capacities, especially 

between the community and the officials. The tendency to pursue 

short-term benefits of governance, in this case the better provision of 

piped water, also resulted in pressure within the city during the 

dispute to reach an agreement with Kuningan District. Moreover, 

practicing tolerance in various dealings with institutional actors in 

order to avoid conflict potentially places one party at a disadvantage 

over another party.  

When the practical weaknesses during the conflict and 

resolving period between Cirebon City and Kuningan District 

reflected in the analytical framework (Figure 6.1), it becomes evident 

that no actual discussion and exchange of ideas throughout the 

networks – “coupling of knowledge and relational capital” in the 

framework – took place. In the new era of decentralization, local 

government actors became aware of the opportunities, especially the 

material benefits, to be gained from the provincial and central 

governments. This increased relational capital of the local 

governments with the provincial and central governments. The 

capacity for mobilizing opportunities with provincial and central 

governments also increased. Unfortunately it was not accompanied by 

an increase in the level of coupling of knowledge and relational 

capital, and mobilization capacity among the local governments. For 

this reason, collaboration between local governments is still difficult 
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to achieve.  

The relatively slow process of legislation led to decision-

making that was mostly based on appropriateness and discretion. 

There was more room for the exercise of discretion by local leaders 

and actors. Because of decentralization, local governments have more 

discretionary powers in their decision-making. This also provided 

more opportunities for decisions to be made which took local 

conditions into account, thus pointing to a potential new form of 

institutional capacity.  

However, the shift towards decisions based on discretion and 

appropriateness happens together with the development of an 

authoritarian political culture in inter local relations, which used to 

dominate central-local relations in the New Order regime. In 

decentralizing Indonesia, this inherited culture has found its way into 

inter-local relations, especially relations involving parties of unequal 

dependencies such as Cirebon City and Kuningan District. 

Authoritarian political culture in relations between the two localities 

in which one party is dependent on the other is an example of what 

Jones (2013) describes as patrimonialism, in which resources are 

channeled from “patrons” to “clients”, resulting in a relationship 

characterized by feelings of obligation and dependence between 

superior and inferior. 

Under decentralization and increased regional autonomy, 

inter-local relations become fragile as each locality gains more and 

stronger administrative power and authority. There is a swift change 

of local leaders and officials from one local election to another. This 

quick change of local authorities increases the fragility of inter local 

relations. It is particularly for cooperation based on discretion and 

appropriateness, filled with dissatisfaction of one of the parties.  

As pressure builds up and relations become more fragile, local 

governments become more dependent on provincial governments, 

and even on the central government, to resolve conflicts. In addition, 

the strong discretionary powers of decision-making at the local level 
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are combined with a tendency for the head of a region or public 

institution to regard his/her role from an individual and egoistic 

point of view. The higher the position of a person within a region or 

system, the stronger the identification of the region with the self. 

This kind of association makes local governments consider their 

region‟s problems as their own, which makes conflicts more difficult 

to address and resolve.  

This combination of a shift to discretionary decision-making, 

an authoritarian political culture in inter-local relations, and the 

association of an individual‟s status to his/her role in the public 

sphere tends to weaken the otherwise promising potential 

institutional capacity shown by the discretionary initiatives of local 

actors. The local actors are not yet totally aware of the opportunities 

for cooperation among local governments arising from 

decentralization as they are of the opportunities provided by the 

provincial and central governments. Consequently, the recent 

episodes in governance processes in the context of the ILGC, both 

formal and informal, have not been able to change the authoritarian 

political culture which characterizes the cooperation between Cirebon 

City and Kuningan District. 

The governance process discussed above also shows that the 

weaknesses of the cooperation between Cirebon City and Kuningan 

District lie in coupling knowledge with relations, which can 

potentially act as integrator in inter-local government cooperation. 

The way local governments approached the provincial and central 

governments shows that such coupling and new understanding 

among local actors could potentially boost the local capacity for 

mobilizing the opportunities of inter-local cooperation in 

decentralization to achieve innovation at the regional level. 

The episodes and governance process discussed above indicate 

that the local actors involved have a promising relational capacity, 

even though that capacity has not yet appeared in relations between 

local governments. One of the strongest indications of that capacity in 
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the process of the ILGC was in the change from utilizing a formal 

approach and depending on regulations and provincial government 

actors, to mobilizing an informal approach, adopting social logic, and 

understanding and accommodating the other local actors. Every local 

official interviewed agreed that this informal approach, adopted by the 

new director of the PDAM Cirebon City, was effective in reducing the 

tension between the two localities.  

As already mentioned, the role of the central government in 

cases where one actor is absolutely dependent on another is essential. 

Having said that, the central government, in implementing the 

comprehensive plan for sustainable water resources management, 

should work with local actors to invest in building the knowledge and 

relational capital of local actors, and, more importantly, to make them 

aware of the opportunities arising from a comprehensive river basin 

approach. Central government efforts should emphasize innovative 

activities and interaction for creating a new understanding of the 

potential opportunities inherent in collaboration, particularly in this 

case, the collective management of water resources. 

Given the strong mobilization capacity in Kuningan, as well as 

its particular position in the local networks because of the location of 

the water source in the region, it is important to involve the main 

source of mobilization at the local level. When approaching the local 

government, not only is it essential to incorporate the central 

government‟s approach to sustainable water resources management, 

utilizing the local potential of the local leader is also important. In 

order for the River Basin Management Plan for Cimanuk 

Cisanggarung to work out smoothly, an integrated plan should be 

included for developing the local potential of Kuningan District as 

well as that of other regions affected by the plan; thus motivating the 

local actors with the strongest mobilization capacity to make use of 

opportunity to be part of a region-wide arrangement as well as to 

increase local and regional potential. 

It is also important to create the habit of holding routine 
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meetings between all the actors involved, especially in view of the 

lack of traditional culture in the relations between Cirebon City and 

Kuningan District, and the surrounding regions. This case study has 

shown that a lack of this cultural connection can foster the 

development of a reactive type of relation building with other local 

governments. In circumstances of limited meetings between the 

parties concerned and where the traditional culture is lacking, 

provincial and central governments should play a more active role to 

facilitate collaboration.  

Finally, this case suggests that legislation and a new style of 

collaboration should be preceded faster along with knowledge, 

relational, and mobilization capital development within the current 

ILGC. This case study has shown that the timing of the completion of 

regulatory processes and occurrences of conflict at the local level 

make a significant impact on institutional capacity. The conflict 

between the two administrative regions should have been an 

opportunity for introducing the idea of comprehensive river basin 

management, but because the regulations could not keep pace with 

developments on the ground, the opportunity was lost. However, 

opportunity is not merely something provided by structure, but it also 

requires action (Hudalah & Winarso 2010), so the comprehensive plan 

for sustainable water resources management in the Cimanuk 

Cisaggarung river basin, which also affects Kuningan District, can be 

expected to foster knowledge and relational capital among local 

governments. Opportunities for local actors to work together at the 

regional level for sustainable water management, as well as 

opportunities for collaboration between local governments are also 

expected to present themselves. The local coupling process, 

influenced by formal regulations, is expected to make appropriateness 

and discretionary decision-making more acceptable to all the local 

actors involved.  

In sum, this chapter has examined how the current form of 

ILGC for fresh water resources between Kuningan District and 
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Cirebon City might develop in decentralizing Indonesia This chapter 

has revealed that this ILGC, involving discretionary decision-making 

and a sense of appropriateness in response to local conflicts, needs, 

and problems, unfortunately became a pseudo form of cooperation, as 

already discussed in Chapter 5. If Chapter 5 discussed the pseudo 

form of this ILGC from the perspective of systemic institutional 

design, this Chapter reinforced this claim from the perspective of 

institutional capacity in which no actual process of coupling 

relational, knowledge, and mobilization capacity which is strong 

enough to be able to change the authoritarian influenced of 

governance culture of this ILGC.  
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Chapter 7  

General Discussions: Governance of small cities in 

decentralizing Indonesia, the case of Cirebon City 

 

7.1 Introduction 

This dissertation has sought to reveal the challenges to and 

potential transformation of governance in small cities in developing 

countries, using Cirebon City in Java, Indonesia as a case study. A 

recent discussion of small cities advocates that studies of small cities 

should focus on their cityness – considering a small city as a thing in the 

making, with a variety of flows involving power, authority, resources, 

and opportunities – and by considering their smallness – the reach and 

influence of the city (Bell & Jayne 2009).  Another recent study points 

out that research into small city governance, especially for those in the 

global South, is still lacking (Veron 2010). In addition, the sustainability 

of small cities in developing countries has been called into question, 

because they often lack the capacity to deal with rapid urbanization 

(Cohen 2006). 

The challenges to and potential transformation of governance in 

a small city are identified by examining several factors. These factors 

include the position and relation of a small city within a broader region, 

the problems specific to a city‟s context, and the capacity of the local 

actors. This study has considered these factors together and taken into 

account the most recent thinking about small cities: the city as a thing 

in the making, the reach, and influence of a small city, and its limited 

capacity. All the factors used to analyze the governance of small cities 

have been integrated into the analytical framework for this study using 

an institutionalist approach. Two dimensions of institutions are 

investigated: systemic institutional design (the enabling dimension) and 

institutional capacity (the generative dimension). The main research 

question addresses how governance processes in small cities can be 

institutionally designed given contextual challenges confronting small 
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cities. Sections 7.2, 7.3, and 7.4 discuss the governance of small cities. 

Section 7.2 discusses in more detail the challenges of small city 

governance and the case study‟s contribution to research on small cities 

in developing countries. The systemic institutional design of small cities 

is examined in section 7.3, and the institutional capacity of small cities 

in section 7.4. Section 7.5 deals with transformation from the 

perspective of institutions. Based on the discussion in section 7.5, 

section 7.6 addresses the theoretical contributions of this study. 

 

7.2.  Challenges of governance of small cities: Relativistic views, 

gaps in capacity, and small cities as developing nodes 

Since 2000, debate about small cities has begun to focus on the 

sustainability of small cities because of the challenges they are facing. 

These challenges (see Chapters 1 and 3) have arisen as a result of rapid 

global urbanization, decentralization policies, and economic forces of 

globalization in developing countries. 

Cohen‟s “small cities big agenda” (2006) indicated the substantial 

challenges small cities in developing countries face in reducing the gap 

between their capacity and challenges.  Bell and Jayne‟s work (2009) 

challenges future small city research to capture the dynamic nature, 

potential, and uniqueness of a small city by emphasizing the function of 

small cities as developing nodes (cityness), and in terms of their 

influence and reach (smallness). Cities are affected by activities, power 

relations, interactions, and availability resources. Exploring small cities 

from this perspective should provide a more nuanced view of small 

cities, beyond the deterministic characteristics of big metropolises.  

As discussed in Chapter 3, the two main driving forces in a small 

city‟s governance are rapid urbanization and decentralization policies in 

tandem with regional autonomy. The case study has shown that rapid 

urbanization has occurred as an interactive process between Cirebon 

City and its surrounding regions, particularly Cirebon District, the 

closest region to the city. The process of urban growth in Cirebon City 

and Cirebon District is closely interrelated. The growth of the city as 
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the center of the region and the growth of the surrounding region 

strengthen each other. The relational process of urban development in 

the city and Cirebon District has influenced the pattern of spatial 

expansion in the form of extended urbanization. The spatial pattern was 

influenced by an interaction between the policymaking process, the 

strong influence of the private sector and, most importantly, the 

attractiveness of Cirebon City itself as a center for urban activities. The 

relational nature of the urban development process indicates that the 

capacity which should most be increased is the capacity to collaborate. 

Such capacity should be organized from the wider perspective of the city 

and its surrounding regions. Furthermore, the lack of natural resources 

within the city means that the city has to increase its capacity to 

collaborate with the surrounding regions if it is to respond to the 

challenges of urbanization. Collaboration is needed both to manage the 

urban development process and to provide urban services, since the 

neighboring regions possess much-needed natural resources. The 

surrounding regions not only pose challenges to Cirebon City, but also 

provide opportunities as potential partners for inter-local government 

cooperation.   

Chapter 3 also showed that, in general, the new decentralization 

policies significantly affect intergovernmental relations in Indonesia. 

Local governments are more autonomous, the role of provincial 

governments in local issues has been reduced, new regulations have 

been enacted that local governments have to understand and implement, 

and there is a strong fiscal reliance on the central government. The case 

of Cirebon City‟s relations with Cirebon District and Kuningan District 

has shown that these changes have created a new environment for the 

city‟s governance. These changes have particularly affected how the city 

administers the urban development process and the provision of public 

services. These require not only material capacity, but also the capacity 

to collaborate with surrounding regions. In addition, certain 

institutional values on the part of the actors also pose challenges to 

intergovernmental relations. These include the pride of being the core 

of the region, unequal relations between the core and periphery, and the 
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political tension that intensifies local egos, all of which impede 

collaboration. Changes in intergovernmental relations and institutional 

values have led the local actors in Cirebon City and the surrounding 

regions to create new networks, compete for new roles, and attempt to 

gain recognition in the new networks.  

Clarifying the new roles of the actors involved in the new 

networks is one of the hurdles to overcome. Respondents in this study 

repeatedly referred to this as an “image-creating” process. This image-

creating process is about local governments seeking a new role and 

establishing a dynamic form of new interrelations under 

decentralization. The process suggests the importance of local 

governments‟ capacity to clarifying their status, influence, and 

authority. Unfortunately, this “image-creating” process has also 

produced an atmosphere of resistance rather than cooperation between 

the small city of Cirebon and others that could be potential local allies.   

This study claims that the current role, the local potential and 

the challenges of the governance of small cities in decentralizing 

Indonesia are not only determined by their historical regional economic 

roles and relations. There are also other uncertain and interrelated 

circumstances. A small city‟s role, local potential, and challenges are 

relative to the newly emerging relational environment. These relations 

are relative to the capacity for positioning and clarifying the city‟s own 

status, influence, and power within the environment as well as the 

capacity to collaborate, not only on the part of the city itself but also, 

more importantly, of the surrounding regions. 

This study has shown that the extent to which pressure and 

difficulties burden small cities‟ governance depends on their capacity to 

situate themselves within newly emerging dynamics resulting from 

urbanization, decentralization, and globalization. By applying the 

institutional approach to the case study, this study has shown how the 

established historical and economic roles of Cirebon City have been 

weakened by the newly created, dynamic environment of 

decentralization. The inability to clarify its new role and position itself 

within this new environment has implications for the reach and 
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influence of the city. The case study has shown that the ability of the 

city to survive its smallness and reduced influence and to maintain its 

place as a developing node in the current environment will depend on 

the capacity of all the actors in the new networks to collaborate. 

 

7.3  Small city governance: Formal structure and regulatory 

systems in decentralizing Indonesia 

As investigated in Chapter 5, decentralization policies and 

increased regional autonomy in Indonesia is an ongoing process. This is 

shown by several general characteristics: relations between sub-national 

governments (provincial, district, and municipality) are still ambiguous; 

the role of the provincial government in coordinating and monitoring is 

weak and unclear; local power has increased, with overwhelming levels 

of local responsibility. The ongoing process of decentralization in 

Indonesia has also been characterized by the rapid issuance of 

regulations which sometimes overlap, and can be vague (UNDP-PGSP 

Policy Issue Paper 2009, p. 8) and simplistic (Firman 2010, p. 405); 

sometimes detailed implementation guidelines are issued rather late. All 

of this leads to different perspectives on and responses to the 

regulations. Another indication that decentralization is an ongoing 

process is that local governments are still fiscally dependent on the 

central government, especially in smaller cities. The characteristics of 

ongoing decentralization influence the varieties and idiosyncrasy of 

arrangements created by local governments in responding to local 

problems.  

The consequences of decentralization policies and increased 

regional autonomy may appear more clearly in relations between local 

governments, or multiple levels of government, which involve more 

actors and a higher degree of difficulty. One consequence of local 

governments‟ fiscal dependence is that centralized funding may affect 

formal structures of cooperation between local governments. Chapter 5 

showed that three formal arrangements of local government 

cooperation are feasible under decentralization in Indonesia. These were 
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determined by investigating government regulations, policy documents, 

and previous studies, backed up by interviews, and incorporated into an 

analytical framework (Chapter 4). Possible formal arrangements are a 

unified system, a mixed system, and voluntary cooperation. A unified 

system is established through structural reform, in which several local 

governments merged to create a larger administrative region. Both a 

mixed system and a voluntary cooperation are set up through regional 

cooperation. As discussed in Chapter 5, a mixed system in the 

Indonesian context refers to cooperation involving the central and 

provincial governments. Their roles could be to provide a clear scheme 

of cooperation between local governments or to provide consultation or 

guidance for such cooperation. In a mixed system, the central and 

provincial governments could give financial assistance towards 

cooperation between local governments. Voluntary cooperation in the 

Indonesian context refers to a looser cooperation based on an inter-local 

agreement, with limited coordinated function, with or without a 

regional body of cooperation, and without the direct involvement of the 

provincial or central governments. This study has found that, given the 

fiscal dependence of local governments on the central government, a 

mixed system will generally be more appropriate for any cooperation 

requiring substantial financial support, such as the provision of public 

services. A voluntary cooperation between local governments might be 

seen as a burden because the local actors would be solely responsible for 

the finances of the cooperation. However, an exception might occur if 

the cooperation were guaranteed to generate money for all the actors 

involved.  

The governance of Cirebon City is situated within the context as 

already described. The case of its cooperation with Kuningan District 

suggests that ongoing decentralization will especially influence 

cooperation for the management of natural resources. One of the 

potential consequences of this is that the formal structure of a 

cooperation may be shaped by the way new regulations and regulatory 

systems related to the management of such resources are perceived by 

the local actors. As decentralization unfolds at the local level, local 
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actors may make use of their perceptions of regulations for their own 

interests or those of the areas or regions under their authority.  

The current cooperation between Cirebon City and Kuningan 

District highlights a major challenge to Cirebon City‟s governance in 

improving public service provision. To establish and maintain the 

provision of piped water for the whole city and some of the extended 

urban areas in the adjacent district, Cirebon City is absolutely 

dependent on Kuningan District, where the only feasible water resource 

for the city is located.  

The analysis in Chapter 5 showed that a bottom-up inter-local 

agreement focusing on one urban infrastructure may be a good place for 

a small city like Cirebon to start in establishing cooperation with its 

surrounding regions. In this case, the city needs water the source of 

which is located in Kuningan District. The location of the water 

resource makes it easy to flow to the city. Kuningan District initiated a 

formal arrangement based on an inter-local agreement for this 

cooperation. Initiating this formal arrangement was part of the Bupati 

of Kuningan‟s plan for utilizing local potential and establishing 

Kuningan district as a conservation district. This considerably altered 

the previous arrangement concerning the city‟s use of the freshwater 

resource. Previously the city dealt mainly with the West Java provincial 

government and paid water taxes for the delivery of piped water; there 

was no direct interaction with Kuningan District itself. The initiative of 

the Bupati is an example of how decentralization can operate at the local 

level as well as the development of regional authority.  

This change in institutional arrangements and cooperation has 

transformed the role and power of Cirebon City. Previously, the city 

was the main actor that technically, financially, and administratively 

prepared everything to utilize the water resource by coordinating with 

the central government. Now the city is the party in need of the water, 

under the authority of „the owner‟ of the water resource. This 

transformation of the role and power of the city has created tension 

between Cirebon City and Kuningan District. 
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The active role new local actors have taken in the cooperation 

may be an indication of the capacity of local governments to regulate 

themselves and to build new networks, utilizing the opportunities 

offered by decentralization. However, the current case also reveals some 

issues present in the current regulatory system, with implications for 

future regulations. Lack of transparency surrounding the conservation 

fund has undermined the trust between the various actors. The 

cooperation has no regional governing body although it has been 

operating for more than 5 years and it is planned to continue for 25 

years – despite the fact that the rules for long-term (more than 5 years) 

inter-local government cooperation require the establishment of a 

regional governing body. Cirebon City‟s permanent need for fresh water 

from Kuningan District means that the position of the actors involved in 

the cooperation is not equal. A negative aspect of inter-local agreement 

is potential to emerge in this cooperation. The current cooperation 

tends to prioritize the interests of one local government at the expense 

of others because of unequally distributed resources. 

The central government enacted a new Water Law, UU No. 

7/2004, around the same time as this cooperation was initiated (see 

Chapter 6). The spirit of the law leans towards sustainable management 

of water resources. This is operationalized through the comprehensive 

river basin plan, among others. Following the regulation and the plan, 

all the water resources in Kuningan District falls under the 

comprehensive plan for the Cimanuk Cisanggarung River Basin. Since 

the river crosses more than one province, the authority for managing 

the water resources rests mainly with the central government via a 

vertical institution, which coordinates with the relevant local actors. 

This comprehensive river basin plan provides opportunities for a mixed 

system of cooperation in the current cooperation between Cirebon City 

and Kuningan District. However, this cooperation would then be part of 

the larger regional cooperation for sustainable water resource 

management under the purview of the central government. It is 

therefore important to understand and determine the extent of central 
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government involvement so that any promising dynamic at the local 

level is not threatened or affected. 

The sudden increase in the autonomy of districts and 

municipalities, with considerable power and authority devolved to them, 

and the unclear role of provincial governments, combined with a long 

history of an authoritarian regime, is similar to introducing a “crack” in 

the system of government in Indonesia. On the one hand, this crack can 

be seen as providing opportunities for more dynamic inter-local 

relations, which could generate local initiatives, innovations and ideas 

responding to local needs, local problems and potentials, and new trends 

in local relations. This could yield variations in formal arrangements for 

inter-local cooperation in the context of decentralizing Indonesia. On 

the other hand, should inter-local relations change during the process of 

regulatory change, formal arrangements for inter-local government 

cooperation may take a pseudo regulatory form. Such cooperations may 

not follow regulations, since the relevant regulations may not be fully 

established. Forms of cooperation established in such a changeable 

regulatory situation could be quite problematic if the position of the 

local actors is not equal. An unequal position could mean that one party 

may pressure or control the other party.  Consequently, the formal 

structure of such a cooperation will tend to have less potential capacity 

to create, support, or maintain the cooperation itself, thus adversely 

affecting the transformation of governance processes and culture, and 

obstructing the current institutional capacity of actors in the networks 

for collective action. 

 

7.4  Small city governance: Institutional capacity in 

decentralizing Indonesia  

As Chapter 6, the ILGC for fresh water between Cirebon City 

and Kuningan District can be considered a pseudo-regulating ILGC. It 

is a cooperation based on discretion and appropriateness. It also 

prioritizes an informal approach. The cooperation is a response to local 

conflicts, needs, and problems. Unfortunately, this response occurred 
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within an authoritarian culture, in which individuals are identified with 

their public roles and where power relations are marked by inequality 

between the local actors. In order to achieve a collaboration, the 

established format of cooperation requires more general and formal 

regulations to effectively increase institutional capacity of the network.  

Therefore, some important institutions should be involved in the 

governance of the small city of Cirebon, particularly regarding the 

management of fresh water resources. Factors which affect the process 

of building knowledge and relational capital, and mobilizing 

opportunities to create institutional capacity for the ILGC are the shift 

to a logic of appropriateness and discretionary decision-making; the 

persistent authoritarian culture that coexists with the dependency of the 

city for a natural resource; and the tendency to associate a role in the 

public sphere with a person‟s individual or private identity. 

  

Discretion and logic of appropriateness  

An explicit result of discretion in the government‟s 

policymaking is that decisions are made at the discretion of the leader, 

instead of being shaped by law or mandatory process (Liddle 1996, 

p.81). A discretionary process relates to the notion that the king can do 

no wrong, a result of applying an aristocratic culture to public 

institutions. In the case of cooperation between Cirebon City and 

Kuningan District in the provision of fresh water, the decisions made 

with the influence of the top level of the provincial government and the 

Bupati of Kuningan are examples discretion exercised by a leader. 

Chapter 6 showed that discretionary decision-making operated 

according to the logic of appropriateness. The logic of appropriateness 

may also have been influenced by a culture of tolerance and the 

avoidance of dispute, as indicated by the good intentions of the 

provincial leader who tried to act as appropriately as possible in 

resolving the dispute over water resources by employing social logic. 

The downstream region was perceived as the region that requires, uses 

and receives material and financial benefit from the water. The upstream 
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region was seen as the region most affected by the utilization of the 

water, and therefore the most appropriate actor to manage a 

conservation program for the water catchment areas. It was therefore 

considered appropriate for the downstream region to contribute funds 

directly to the upstream region. The increasing shift towards 

discretionary decision-making and employing the logic of 

appropriateness in policymaking indicates the necessity of clarifying the 

influence of a small city in the new environment created by 

decentralization. 

 

Associating roles 

Active discretionary decision-making at the local level is 

combined with a tendency to associate a person‟s role and accompanying 

status – for example, as a regional leader or head of a public institution 

– with the person itself. This applies especially to a high-level leader 

such as a regent or mayor, but is also possible for middle-level officials. 

This association was shown in the case study by leaders and officials 

persistently using the word “we” to refer to the area or institution under 

their charge or with which they were associated. With such 

identification, any refusal to comply with the region or institution‟s 

policy could be taken as a personal affront. This complicates any conflict 

because individual egos and pride override regional or institutional 

concerns. 

  

Informal approach 

The Cirebon case also shows that an informal approach proved 

effective in reducing tension during disputes. Chapter 6 showed that the 

leading actors who stepped in after the decisions were made based on 

appropriateness and discretion believed that the most important factors 

in building a relationship with another region were: ability to 

understand the position of actors within wider networks, goodwill, and 

more frequent interactions. Implementing these informal principles 

made it more conducive to implement changes in the form of new 
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regulations. The case of the ILGC between Cirebon City and Kuningan 

District shows that the informal approach was useful in facilitating new 

policies and governance practices influenced by discretion and 

appropriateness. The successful combination of discretionary decision-

making, a logic of appropriateness and an informal approach suggests a 

promising institutional capacity of the local actors both in the small city 

of Cirebon and Kuningan District. 

  

Authoritarian culture and problematic dependency 

Chapter 6 addressed the institutionalization of a particular 

culture into political institutions. According to Liddle (1996, p. 65), one 

of the cultures utilized by the previous regime in Indonesia was that of 

the Javanese political elite which, he argued, was among the most 

status-conscious and hierarchy-minded in the world. As a result, 

bureaucrats distinguish sharply between themselves and the ordinary 

people (rakyat) (Liddle 1996, p. 65), and Indonesian state-society 

relations are strongly patrimonial (Liddle 1996, p. 64). Jones (2013, p. 5) 

explained more specifically that patrimonialism in Indonesia refers to 

vertically structured, patron-client relationships in which resources are 

channeled to the “clients”, with different patron-client cartels competing 

for the rewards dispensed by the ruler. This culture fosters strong 

relationships characterized by feelings of obligation between superior 

and inferior. This type of institutionalized political culture might be one 

of the leading forces shaping the ILGC for fresh water between Cirebon 

City and Kuningan District. The whole process of this ILGC reflects an 

imbalanced relationship between Kuningan District and Cirebon City. 

Kuningan holds the water resource and so functions as the patron 

channeling resources to Cirebon City, the client. The city, which 

realized that the networks have changed, decided at the end of the 

dispute to accept its inferior status in this network and positioned itself 

as a client who receives resources from its patron. 
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7.5  Potential institutional design for small city’s governance 

The three previous sections (7.2, 7.3, and 7.4) have examined the 

nuances of small city governance under decentralization in Indonesia. 

Several constraints or structuring forces have emerged with 

decentralization policies and regional autonomy. These constraints can 

also be perceived as potential and important indications for the future 

institutional design of small city governance and inter-local government 

cooperation. These structuring forces, potentials, and opportunities for 

future institutional design are brought together in Figure 7.1. 

The institutional design can be shown by combining the formal 

structure and regulatory systems with institutional capacity. Healey 

(2006) argued that, in the case of structure and agency interaction, the 

important question is how to transform the structural forces into 

political resources. In this case, institutional capacity includes several 

soft institutions, some of which act as structuring forces governing the 

interrelations between a small city and its surrounding regions. These 

include a discretionary policymaking process based on appropriateness, 

a tendency to prioritize relationships with the central and provincial 

governments, an authoritarian political culture with problematic 

dependencies, insufficient coupling of knowledge and relational capital, 

an informal approach, and an identification of a leader‟s role with the 

individual who carries out the role. The systemic institutional design 

consists of an ongoing decentralization of the decision-making process, 

a general comprehensive plan, a considerable level of devolved 

authority, and the limited financial capacity of local governments.  

Small city governance is affected by structuring forces (Box A). 

There is a strong indication of authoritarian culture present in the 

interrelations between local governments. This culture is accompanied 

by a problematic inequality of resources. In addition, the power and 

authority to exercise discretion in policymaking resulted in substantial 

differences and outlooks between local actors, giving precedence to the 

interests of one local government at the expense of other local 

governments. This imbalance of power and resources could force 

agreement between parties in the short term, which may jeopardize the 
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potential for long-term transformation of local governance capacity. 

More general formal regulations for interrelations between local 

governments could help prevent this risk. It is important to strike a 

balance between the discretionary, authoritarian political culture and 

long-term transformation of governance at the local level. 

The potential for long-term transformation may be emerging 

with decentralization in Indonesia. Some signs of this are the 

discretionary policymaking process, the added significance and 

relevance of an informal approach, and local ideas and initiatives for 

realizing local potential. To support this emerging potential for long-

term transformation, this study suggests the involvement of a more 

general regulation. A general comprehensive plan in coordination with 

higher level of government can function as an effective tool to counter-

balance discretionary decision-making and resource inequality, such as 

the Comprehensive River Basin Plan for sustainable water resources or 

the General Comprehensive Plan for urban development. Another 

example of a more general regulation could include a standard form for 

the formal arrangements of inter-local government relations, for 

example, a mixed system which involves the provincial or central 

government for financial aid and consultation, but which allows freedom 

for negotiations, decision-making and initiative at the local level. A 

generic form for managing the flow of funds in inter-local government 

relations would also be helpful, regulating financial flows that are to be 

managed by the regional body overseeing the cooperation. This kind of 

institution is important for increasing trust among the various local 

actors. The overall effect of these general formal regulations (general 

comprehensive plan, a mixed system, management of financial flows) is 

to create space for initiative, interrelations, ideas, and negotiations 

between local areas, and to provide a more equal standing for all of the 

actors involved. The case examined here shows that it is not possible to 

achieve a transformation of institutional design solely by redesigning 

the system from the outside. It is necessary to understand the dynamic 

processes occurring within the existing system to determine the extent 

to which external support can be provided. 
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Figure 7.1 Potential intervention of institutional design 
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difficult for local governments to work together, with many local 

governments engaged in fierce competition with one another. These 

soft institutional constraints combine with other systemic institutional 

constraints: local governments‟ lack of financial capacity and the 

considerable devolved authority for managing local problems. The 

former has created a tendency for local governments to prioritize their 

relationships with the provincial and central governments. One 

underlying reason for this is that the local government actors are fully 

aware of the advantages of fostering close ties with the central or 

provincial governments. At the same time, the central government has 

been inclined to establish a general comprehensive plan, for example, 

the Comprehensive River Basin Plan and it has also tightened 

regulations on natural resources in order to achieve sustainability, for 

example, by providing stricter regulation associated with the authority 

issuing permits utilization of water resources, and the obligation to 

coordinate the management between upstream and downstream region. 

Local governments‟ ignorance of the advantages of inter-local 

government relations for regional innovation, combined with their lack 

of financial capacity and their tendency to approach the central and 

provincial governments, could provide opportunities for a general 

comprehensive plan to prompt the mobilization of local governments. 

Such a plan would include the involvement of the provincial and central 

governments in financial matters and consultation, and would require 

greater inter-local government interaction. By sharing responsibilities 

between local, provincial and central governments, comprehensive plans 

would have the potential to reduce the financial burden on local 

governments for infrastructure and service provision. In addition, such 

plans could capitalize on the tendency of local governments to prioritize 

their relationships with the central and provincial governments to 

facilitate the introduction of such plans at the local level.  

 However, selecting the right tools for introducing 

comprehensive plans will be critical. Comprehensive plans should be 

considered important by the local governments, should be in line with 

efforts to solve local problems and needs, and should help clarifying the 
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identity and role of local governments in the current networks. This 

case study has shown that the idea of “creating opportunities” using the 

Comprehensive Plan River Basin Plan is supported by the formal 

structure and regulatory systems.  

It is expected that mobilization at the local level can be 

generated by focusing on specific opportunities (Arrow number 2). 

Based on the case study, this study asserts that the mobilization capacity 

of local governments in decentralizing Indonesia is promising – as seen 

from their capacity to change, for example, when Cirebon City realized 

that a formal approach was ineffective for resolving the conflict, it 

switched to using an informal approach. Also, the local officials tend to 

associate their public role with their individual identity. This 

identification could encourage officials to seek success in any possible 

way, because any public success will also be considered a personal 

success. However, this would also mean that conflicts may be more 

complicated, as any conflict or problem is an insult to the leader or 

official personally and will be seen as a personal affront. 

The shift towards discretion and policymaking based on 

appropriateness combined with the tendency of local governments to 

build relationships with the provincial and central governments as 

decentralization proceeds, suggests that local governments have 

initiative, exercise discretionary powers, and they have a capacity to 

deal with local problems and needs (Box B). They try to find solutions 

that are appropriate for the local situation. However, this institutional 

capacity is accompanied by an authoritarian political culture and 

problematic regional dependencies. This combination indicates a need 

for generic formal regulations (Box A), a need to introduce 

opportunities at the regional level, and a need to couple these 

opportunities with potential mobilization capacity at the local level 

(Arrow number 3). In view of the inherent institutional capacity and 

unequal distribution and management of resources, some generic formal 

arrangements and regulations (Arrow number 4) should be introduced 

to achieve the institutional capacity building of small cities and local 

governments under decentralization.  
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7.6  Theoretical contribution  

The findings of this study have implications for three academic 

discussions. This study contributes to research on small cities in 

developing countries, to Cohen‟s „small cities, big agenda‟, and it reveals 

characteristics of decentralization in Indonesia. 

The findings in this study shed light on what smallness and 

cityness (Bell & Jayne 2009) mean for the governance of small cities 

within a decentralizing system. The findings suggest that cityness (a 

process of making, emphasizing different aspects of a city from a 

Western perspective (see Sassen 2010)) of small cities in a 

decentralizing system concerns “the substantially intense and dynamic 

local interrelations of core-periphery that compete for space, resources, 

identity, roles, and influence”. Several institutional factors make up a 

significant component of that cityness. The first is the tendency to 

prioritize the interests of one local government at the expense of 

another because of the lack of natural resources in small cities to 

support urban development. This tendency to prioritize interests is 

unfortunately supported by the potential for discretionary policymaking 

under decentralization. Second, ongoing decentralization is 

accompanied by a lack of financial capacity on the part of local 

governments, and substantial authority devolved to local governments. 

Third, a coupling of knowledge and relational capital between local 

governments is clearly absent, limiting collaboration between local 

governments. This situation has created fierce competition between 

small cities and other local governments. Such an absence of 

collaboration has also resulted in an inability recognize and to mobilize 

potential opportunities for collaboration.  

Cityness has also exerted pressures on small cities and other 

local governments to re-position themselves, clarify their roles, and 

reestablish their authority and power in the new environment, and 

resulted in more contrasts between the core and periphery.This 

situation implies a different context for smallness (the reach and 

influence of small cities). The discussion of smallness in a Western 

context has focused on the reach, influence, and creativity of small cities 
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belonging to global networks (see Bell & Jayne 2010). Meanwhile, the 

findings of this study imply a distinct situation in which the historical 

and economic scope of a small city, the previous smallness of the city, 

has been weakened with decentralization. The pressures mentioned 

earlier are due to the new and dynamic environment resulting from 

decentralization. Any inability to clarify its new role, to reposition itself, 

and to reestablish its authority and power within the new environment 

will decrease the reach and influence of a city created under the central 

government. The case study has shown that the extent to which a small 

city is able to survive and overcome its reduced influence and to keep 

growing as a developing node, as well as continue growing under newly 

created circumstances such as decentralization, depend on the 

institutional capacity of all actors to collaborate in the new networks. In 

other words, a city‟s institutional capacity within a decentralizing 

system will substantially influence its smallness.  

The findings of this study also contribute to Cohen‟s „small 

cities, big agenda‟ (2006). Cohen‟s argument emphasizes the limited 

capacity of small cities in developing countries to deal with the 

concomitant challenges of urban growth. The study suggests that local 

governments have a potential capacity for dealing with these challenges, 

entailing a further agenda for small cities. To deal with the challenges of 

urban growth and decentralization, potential local capacity should be 

supported by institutionally designed interrelations of small cities with 

primarily other local governments and higher-level government. More 

specifically, discretionary policymaking emerging as a result of 

decentralization should take full account of unequal distribution of 

resources utilized by small cities, which puts small cities at a 

disadvantage.  

The balance between discretionary policymaking and resources 

management is important for reducing the influence of an authoritarian 

political culture on inter-local government interactions, because the 

influence of such a culture might hinder long-term development of local 

capacity. A balance between discretionary decision-making and an 

unequal distribution of resources could be achieved by imposing a 
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generic form for inter-local government cooperation, involving small 

cities, their surrounding districts, and possibly the central and 

provincial governments. Other supporting regulations could relate to 

institutions for managing the financial flows related to inter-local 

government cooperation. Transparency of financial flows is vital to 

increase the level of trust among the actors involved. A comprehensive 

plan at the regional level could emphasize the interdependence of local 

governments and increase their awareness of how to manage resources 

which are required by different parties but which are unequally 

distributed. The extent to which the provincial and central governments 

should be involved will be determined by how far their involvement can 

reduce the development of an authoritarian culture in inter-local 

government relations. The role of the central and provincial 

governments should be to foster local initiatives.  

Finally, this study has also revealed characteristics of 

decentralization in Indonesia and the potential it offers for inter-local 

government cooperation. The case study clearly shows that 

decentralization is an ongoing process and that the decision-making 

process is by no means fully decentralized. This is particularly 

attributable to responsibility for and distribution of finance, which is 

still held by the central government. Local income generation is very 

limited. At the same time, the administrative structure of government is 

completely decentralized, and local governments are unclear about the 

monitoring role of the provincial government. The actual local capacity 

is still relatively low, and there is a continual struggle to increase local 

capacity. There is also a shift away from general rules towards planning 

based on appropriateness at the local level, with a more discrete and 

varied policymaking process, resulting in a more nuanced picture of 

decentralization in Indonesia. This situation also suggests that urban 

governance will in future be more dependent on local potential and 

capacity. More effort to increase mobilization of networking capacity of 

local governments will enhance institutional capacity. 

For countries like Indonesia, with a long history of centralized 

government, state building, and disputes over equity among regions, the 
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current urban governance is leading towards a fundamental process of 

change. If a region has local potential, good cultural capital, and 

relational capital related to collaboration, as well as the ability to exploit 

opportunities to make contact, build networks and establish trust with a 

variety of multi-level actors, and then its local government will do 

better economically than the other regions.  

To a certain extent, these characteristics of Indonesia‟s 

decentralization and current and prospective urban governance suggest 

that the central and provincial governments have an important role in 

introducing opportunities beyond local regions themselves to reduce 

inequality among regions and foster the coupling of knowledge and 

relational capital at the local level to encourage collaboration. One 

potential source for a new institutional capacity, based on mobilization 

of local actors working together for regionwide innovation, is an 

increased awareness and understanding on the part of local actors of the 

opportunities available beyond competition at the local level.  

Based on the findings of this study, as the smallness and cityness 

pertain to “the substantially intense and dynamic local interrelations of 

core-periphery that compete for space, resources, identity, roles, and 

influence”, and there is an indication of high potential of networking 

capacity of actors involved, this study suggests further research to focus 

on the network theory to reveal further the smallness and cityness of 

small cities in developing countries and in Indonesia in particular, 

towards achieving sustainable development. 
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List of Interviewees  

The First Fieldwork (2010) 

No Position of the interviewees Date of 
interviews 

1 Academicians and the former head of Local 
Planning Agency of Cirebon City (1970s-1980s) 

June 1, 2010 

2 Head of Planning and Infrastructure Division of 
Local Planning Agency of Cirebon City 

May 5, 2010 

3 Head of Research and Development Div. of Local 
Planning Agency of Cirebon City 

May 5, 2010 

4 Head of Agribusiness division of Local Planning 
Agency of Cirebon District 

May 6, 2010 

5 
 

Secretary of Local Planning Agency of  Cirebon 
District 

May 6, 2010 

6 Head of Statistical-Research and Development 
Division of Local Planning Agency of  Cirebon 
District 

May 6, 2010 

7 Head of Economic Development Division of Local 
Planning Agency of the  Cirebon city 

May 7, 2010 

8 Head of Spatial Planning Division of Public Works 
Agency   of Cirebon City 

May 7, 2010 

9 Head of Social and Cultural Division of Local 
Planning Agency of Cirebon District 

May 10, 2010 

10 
 

Head of Technical Dev. Division of Public Works 
Agency for Human settlement development of 
Cirebon District 

May 10, 2010 

11 Head of Building and Housing Development 
Division of Public Works Agency for Spatial 
Planning of  Cirebon District 

May 11, 2010 

12 Head of Public Works Agency for Spatial Planning 
of  the District of Cirebon 

May 11, 2010 

13 Head of Infrastructure division of Coordinating 
Board for Governance and Development Region 
III Ciayumajakuning, West Java Province 

May 12, 2010 

14 Head of Economic Development Division of Local 
Planning Agency of the  Cirebon district 

May 12, 2010 

15 Head of Social and Cultural Division of Local 
Planning Agency of the  Cirebon city 

May 14, 2010 

16 Head of sub-districts in Cirebon district adjacent to 
Cirebon city: Kedawung 

May 19, 2010 
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17 Head of sub-districts in Cirebon district adjacent to 
Cirebon City: Mundu 

May 19, 2010 

18 Head of sub-districts in Cirebon district adjacent to 
Cirebon City: Sumber 

May 19, 2010 

19 Head of sub-districts in Cirebon district adjacent to 
Cirebon City: Weru 

May 19, 2010 

20 PDAM of Cirebon City May 19, 2010 

 

The Second Fieldwork (2012) 

No Position of the interviewees 
 

Date of 
interviews 

1 Manager Program Non-Government Organization 
Fahmina Institute 

September 26, 
2012 

2 Editor in Chief Radar Cirebon-Local Newspaper September 27, 
2012 

3 Previous Secretariat of Local Planning and 
Development Agency, Cirebon District (until 
2010) 

September 28, 
2012 

4 Head of Public Works and Spatial Planning 
Agency, Cirebon District 

September 28, 
2012 

5 Managing Director of PDAM, Cirebon City October 1, 2012 
6 Managing Director of PDAM of Cirebon District October 1, 2012 
7 
 

Head of Governance and Administration, Local 
Secretariat of Cirebon City 

October 2, 2012 

8 Head of Local Planning and Development Agency 
of Cirebon District 

October 4, 2012 

9 Head of Cleaning and Landscaping Agency, 
Cirebon City and the staff 

October 5, 2012 

10 Acting Managing Director of PDAM of Kuningan 
District 

October 8, 2012 

11 The current and previous Head of Local Water 
Resources and Mining Agency of Kuningan 
District 

October 8, 2012 

12 Head of Governance and Administration, Local 
Secretariat of Kuningan District 

October 8, 2012 

13 
 

Head of Legal Department, Local Secretariat of 
Kuningan District 

October 8, 2012 

14 Coordinator of Cooperation and Partnership 
Center for the Regional Waste Management 
(BPSR) West Java 

October 15, 2012 
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15 Head and staffs of sub-unit of inter local 
government cooperation, Department of internal 
cooperation, local secretariat of West Java 
Province. 

October 19, 2012 

16 Head of Research and Development, Local 
Planning Agency, Cirebon City 

October 22, 2012 

17 Staff of Basin Water Resources Management and 
Planning unit, Directorate of Basin Water 
Resources Management and Planning, the 
Ministry of Public Works 

October 24, 2012 

18 
 

Head of River Basin and Water Resources 
Management unit, Directorate of Water Resources 
Management and Planning, the Ministry of Public 
Works 

October 24, 2012 

19 Head of the governance of waste disposal unit, the 
Ministry of Public Works 

October 29, 2012 

20 Director of  Basin Water Resources Management 
and Planning Department, the Ministry of Public 
Works 

October 29, 2012 

21 Bupati/ The Regent of Kuningan District 
 

October 31, 2012 

22 The previous Head of Legal Department, Local 
Secretariat of Kuningan District (current: Head of 
Inspectorate of Kuningan District) 

October 31, 2012 

23 Head of Balai Taman Nasional Gunung Ciremai 
and staff 

October 31, 2012 

24 Head of Local Secretariat of Kuningan District 
 

November 1, 2012 

25 Two representatives of Singkup village, Kuningan 
District  (Head of village administrative and 
government unit of the village, and staffs) 

November 1, 2012 

26 Three representatives of Cipaniis village, 
Kuningan District (Head of government and 
administration and head of economic development 
of the village, and staff)  

November 1, 2012 

27 The current Mayor of Cirebon City (at the time of 
interview: Head of Coordinating Board for 
Governance and Development Region III 
Ciayumajakuning, previously, at the time of 
conflict of freshwater cooperation: the acting 
Bupati of Kuningan District 2008) 

November 2, 2012 

28 Two members of Non-Governmental Organization 
for Environment JAMS and of Board of Trustee of 

November 2, 2012 
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PDAM of Cirebon City 
29 Head of Operational and Management, the vertical 

institution of River Basin Cimanuk Cisanggarung 
(BBWS)  

November 6, 2012 
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List of Questions and Interviews Guidelines 

The First Fieldwork (2010) 

List of Questions 

 

1 
The urban development process of Cirebon City has been 
uncontrolled so as to the process expands to Cirebon 
District 

1 2 3 4 5 

 

2 
Cirebon City does not play a more important role as urban 
living space for urban inhabitants anymore for the 
Cirebon Region compare to Cirebon District 

1 2 3 4 5 

 

3 
The level of service of urban infrastructure and services 
in Cirebon District  is not as good as those in Cirebon City  

1 2 3 4 5 

 

4 
The needs of urban infrastructure and services in the  
District of Cirebon are not higher than those in Cirebon 
City  

1 2 3 4 5 

 

5 

If the differences of the level of service of urban 
infrastructure and services present among urban areas in 
Cirebon City and Cirebon District, it will be acceptable 
due to the different roles of the two regions in regional 
economic development. 

1 2 3 4 5 

 

6 

If the differences of the level of service of urban 
infrastructure and services present among urban areas in 
Cirebon City and Cirebon District, it will be acceptable 
due to the fact of geographical differences of the two 
regions 

1 2 3 4 5 

 

7 

If the differences of the level of service of urban 
infrastructure and services present among urban areas in 
Cirebon City and Cirebon District, it will be acceptable 
due to the fact of historical differences of the two regions 

1 2 3 4 5 

 

8 

If the differences of the level of service of urban 
infrastructure and services present among urban areas in 
Cirebon City and Cirebon District, it will be acceptable 
due to the fact of different authorities that manage the 
two regions. 

1 2 3 4 5 

 

9 
Due to differences that exist in the two regions, it is not 
appropriate to put efforts to achieve about the same level 

1 2 3 4 5 
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of service of urban infrastructure and services among 
urban areas in Cirebon City and Cirebon District 

 
10 Cooperation will be an effective approach to work out the 

problem of extended urban development process  
1 2 3 4 5 

 
11 Cooperation will be an effective approach to reduce 

differences in the level of service of urban infrastructure 
and services in the two regions  

1 2 3 4 5 

 
 
Notes: 
1= strongly disagree; 2= disagree; 3= unclear position; 4=agree; 
5=strongly agree 
 
 
 

12 The  problematic factors that commonly cause 
influential  problem in delivering urban 
infrastructure and services for urban inhabitants 
is  

     

  The funding  1 2 3 4 5 

  The capability of government apparatus 1 2 3 4 5 

  The bureaucratic process in the 
realization of the project 

1 2 3 4 5 

  The high demand of urban population 1 2 3 4 5 

  Others (Please specify) 

  

  

 

 
13 Please grade the degree of importance of the 

role of urban infrastructure and services listed 
below in urban development process in  the 
Cirebon Region  

     

  Road   1 2 3 4 5 

  Piped water 1 2 3 4 5 

  Sewerage 1 2 3 4 5 

  Waste disposal system 1 2 3 4 5 

  Housing 1 2 3 4 5 

  Others (Please specify) 1 2 3 4 5 

 
14 Please grade the degree of difficulty of the 

provision of urban infrastructure and services 
listed below, for the Cirebon Region  

     

  Road   1 2 3 4 5 

  Piped water 1 2 3 4 5 
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  Sewerage 1 2 3 4 5 

  Electricity 1 2 3 4 5 

  Waste disposal system 1 2 3 4 5 

  Housing 1 2 3 4 5 

 
15 If cooperation among local governments will be 

arranged to provide urban infrastructure and 
services, please prioritize the degree of 
importance of urban infrastructure and services 
below to be in the cooperation 

     

  Road   1 2 3 4 5 

  Piped water 1 2 3 4 5 

  Sewerage 1 2 3 4 5 

  Waste disposal system 1 2 3 4 5 

  Housing 1 2 3 4 5 

  Others (Please specify)  

 
 
Notes: 
No. 12. 1= strongly not influence; 2= not influence 3= unclear position; 
4=influence ; 5=strongly influence 
No. 13. 1= strongly not important; 2= not important  3= unclear 
position; 4=important ; 5=strongly important 
No. 14. 1= strongly difficult ; 2= difficult  3= unclear position; 4=easy ; 
5=strongly easy 
No. 15. 1=strongly not important; 2=not important; 3= unclear position; 
4= important ; 5= strongly important 
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Interview Guidelines 

1. Concerning the urban development process of Cirebon City, do 
you think that the process has been expanding to Cirebon 
District? Why? 

 
2. Regarding the role as urban living space for urban inhabitants 

in the Cirebon Region, which one is more important? Why? 
 

3. What do you think about the level of service of urban 
infrastructure and services among urban areas in Cirebon 
District and in Cirebon City? Are they at the same LOS or not? 
Why? 

a. Of the two administrative regions, which one has the 
higher LOS in general? Why? 

b. In which urban areas of the region the needs of those 
services are higher? Why? 

c. If the differences of level of service exist among urban 
areas in the two regions, do you think that the situation 
is common and acceptable due to historical, 
geographical, and authority differences?  

d. If yes, please specify what kinds of differences that 
exist in historical, geographical and institutional aspects 
influence the differences of LOS? 

e. If the differences in those aspects should not cause 
differences in LOS of urban infrastructure and services, 
please explain why? 

 
4. Is it appropriate to put efforts in trying to have more or less the 

same level of services 
a. In general? Why?  
b. In specific urban infrastructure and services? Why? 
c. Have there any efforts been conducted to achieve the 

equal level of services among urban areas in the two 
regions? 

 
5. Which factors do you think as the problematic factors that 

commonly cause influential problem in delivering urban 
infrastructure and services for urban inhabitants in the region 
(the City or the District?) Why? 
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6. Which urban infrastructure and services do you think as the 
most problematic one regarding its provision in the region 
(the City or the District)? Why? 

 
7. Which urban infrastructure and services do you think as the 

most important one regarding its contribution in urban 
development process in the region (the City or the District)? 
Why? 
 

 

The Second Fieldwork (2012) 

Interview Guidelines 

 
A 

 Based on what information the policy or the decision making 
process for piped water supply and for cooperation for shared 
water resources are done? (GIS, map, market research, other 
technical information or any other variety of information, such 
as societal changes-to know variety of local knowledge included 
in the decision making process) 

 What are the main problems to do/initiate the cooperation for 
fresh water resources and why those become the main problems 
to initiate the cooperation?  

 Have the same problems ever presented in the previous 
centralized system? What changes have been taking place 
regarding these main problems/difficulties? Why? 

 How do you perceive the new regulations related to the 
problems, under decentralization policy? Are there any 
differences in managing the provision and the cooperation? Is 
there any training or other forms of development capacities 
activities for local governments? 
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B 

 Who were/are (potentially) involved in managing problems 
related to cooperation for fresh water resource? 

 How   did/do (potentially) the interaction among actors involved 
occur 

 Meetings, discussion, making contact, communication,  
accessibility among stakeholders 
(previously/currently/potentially) 

 How was/is the intensity of interaction among stakeholders 
(previously and currently), was/is it an easy or difficult 
interaction? Why? Are there any trust? High level of trust or 
low level of trust? Who are the most important actors involved 
(before and after decentralization)? 

 What factors intensify the interactions (previously and 
currently), is the interaction easy or difficult? Why? 

 How was/is the interaction and accessibility (before and after 
decentralization), to those holding financial resources for 
cooperation among local governments? and why? Who were/are 
the most important actors regarding this financial resources 
(before and after decentralization)? 

 
 

C 

 How the fresh water cooperation was arranged in the previous 
centralized era? Any difficulties/conflicts/debates? Main actors 
managing that collaboration? Technique for initiating such 
cooperation?  

 Are/were there any new-growing policy interest for managing 
fresh water resources among localities in a more collaborative 
way under decentralization? If any, since when, how, and why? 
Please also explain the situation before decentralization 

 Who are/were involved in that new interests to collaborate? 
Please also explain the situation before decentralization 
 

 Who are holding the strongest power to start the new 
collaboration efforts? Why? Please also explain the situation 
before decentralization 

 Are there any occasions/method/approach (formal/informal) for 
actors with those particular interests (meetings, 
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communications, formal regulations to initiate collaboration, 
hiring, or other possible approach to initiate cooperation for 
fresh water resources)? Please also explain the situation before 
decentralization 

 Which occasions/approach/method are the most dominant 
one/with the strongest influence?/the most efficient?  Why? 

 If there is no such occasions/methods/approach, would you 
please explain why? Are/were there any difficulties/growing 
political conflicts/debates hindering efforts towards selecting the 
best approach/methods/occasions/structure? Who are the 
actors involved, agree or disagree? Why? 
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Indication of Urbanization Process in Small Cities in 

Java 

 
 

City and its 
surrounding 

Districts 

Urban 
population 

in 1990 

Urban 
population 

in 2000 

Number of 
urban 

population 
increased 

Percentage 
of urban 

population 
increased 

Level of 
urbanization 

in 2000 

  
West Java 

         
 1 Cirebon  

City 254.477 272.263 17.786 7% 100% 

 Cirebon 
District 613.853 1.082.736 468.883 76% 56% 

             
2 Sukabumi 

City 119.938 252.420 132.482 110% 96% 
 Sukabumi 

District 333.776 508.259 174.483 52% 25% 
             

 Central 
Java           

3 Salatiga City 98.072 151.438 53.366 54% 94% 
 Semarang 

District 140.008 271.755 131.747 94% 33% 
             

4 Pekalongan 
City 242.874 262.272 19.398 8% 94% 

 Batang 
District 153.605 218.086 64.481 42% 33% 

 Pekalongan 
District 190.109 355.879 165.770 87% 48% 

             
5 Tegal City 229.713 236.900 7.187 3% 100% 

 Tegal 
District  494.077 755.651 261.574 53% 54% 

 Brebes 
District 289.103 551.256 262.153 91% 32% 

             
6 Magelang 

City 123.213 117.531 -5.682 -5% 100% 
 Magelang 

District 167.897 280.907 113.010 67% 25% 
             

7 Yogyakarta 
City 412.392 396.744 -15.648 -4% 100% 

 Bantul  
District 421.812 562.051 140.239 33% 72% 

 Sleman 
District 400.978 738.786 337.808 84% 82% 
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East Java 

           

8 Malang City 649.766 742.263 92.497 14% 98% 
 Malang 

District 434.945 951.446 516.501 119% 39% 
             

9 Kediri City 235.333 244.519 9.186 4% 100% 
 Kediri 

District 219.641 517.315 297.674 136% 36% 
             

10 Pasuruan 
City 133.685 162.521 28.836 22% 97% 

 Pasuruan 
District 256.622 514.894 258.272 101% 38% 

             
11 Madiun City 165.807 163.956 -1.851 -1% 100% 

 Madiun 
District 76.752 150.874 74.122 97% 24% 

             
12 Probolinggo 

City 131.077 156.657 25.580 20% 81% 
 Probolingo 

District 106.245 275.476 169.231 159% 27% 
             

13 Blitar City 112.986 119.372 6.386 6% 100% 
 Blitar 

District 152.154 259.870 107.716 71% 24% 

Source: calculated from Census 1990 and 2000 
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