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ABSTRACT 

The granting of local autonomy through fiscal decentralisation and local authority to 

Indonesian local governments based on Law Number 23 of 2014 is expected to provide 

flexibility to regions in carrying out local development to improve people's welfare. 

Improving the community's welfare can only be achieved if the local government has 

good financial performance because, without financial support, the development and 

implementation of public service activities to achieve increased public welfare will not 

be able to run smoothly. However, the facts in Indonesia show that the welfare of the 

people as measured by the Human Development Index (HDI) for all Local Governments 

in Indonesia increases an average by no more than 1% every year. In comparison, the 

realisation of regency or municipality revenue on average increases by more than 10% 

every year. This means that the financial growth of regency/municipality governments 

in Indonesia is not accompanied by an increase in community welfare. A survey report 

shows public satisfaction with the legislature in carrying out its supervisory function is 

only 36%, making laws 35%, budgeting 33%, and channeling public aspirations by 

29%. Much research has been done related to the budgeting process in the government 

sector, but it has not been written from the point of view of identifying accountability 

the legislature's role in the budgeting process. This thesis addresses this gap by 

analyzing budget decisions by the legislature within the scope of the local budgeting 

cycle. This study first aims to understand the accountability in budgetary decision-

making process by the legislature in Indonesian local government. Second, to explain 

the factors that influence the legislature in setting local revenues among the local 

government budgetary process, and third, to identify factors considered by the 

legislature in deciding local program priorities and expenditures. This research uses a 

case study approach based on selected three local governments in Indonesia 

representing rich, medium and low fiscal capacity; Banjar Municipality in West Java 

Province, Kutai Kartanegara Regency in East Kalimantan, and Purworejo Regency in 

Central Java Province. The data collection method for this research is in-depth 

interviews with 19 budgeting actors in three local governments. In addition, this study 

also examine planning and budgeting documents to understand the budgeting and 

decision-making process of local governments. The findings revealed that institutional 

weaknesses in the form of norms and rules for legislatures in making local budget 

decisions questionable. The decisions made are often heavily influenced by the presence 

of legislature leaders, interest groups, parties, and regions of origin of the legislature 

members as well as relevant data and information. In this study, it was also found that 

decision-making on local, expenditures and financing in budget discussion forums in 

the legislature tends to be too political and lacks technical budgeting issues based on 

the value for money principle. Finally, this study provides a basis for strengthening 

institutional arrangements by central government authorities regarding the legislature's 

role in making budgetary decisions based on the principles of transparency and 

accountability. 



v 

ACKNOWLEDGEMENT 

Alhamdulillah. I thank Allah the Most Gracious and Merciful for giving me the 

blessings and strength to complete this thesis. Without His Love, I will not be able to 

have the strength to overcome all the challenges. 

 

Firstly, My gratitude and thanks go to my supervisor Associate Prof. Dr. Sharifah 

Norzehan Syed Yusuf and co-supervisors Prof. Dr. Jamaliah Said and Prof. Dr. Wihana 

Kirana Jaya for their endless support throughout my PhD journey. This thesis will not 

be possible without their masterly guidance and sacrifices until the end of the long 

journey. My gratitude is also extended to Accounting Research Institute (ARI), 

Universiti Teknologi MARA for giving me the opportunity to further my studies.   

 

I thank the lecturers at ARI who have helped and guided us throughout the educational 

process, Prof. Dr. Normah Omar, Prof. Dr. Nafsiah Mohamed, Prof. Dr. Roshayani 

Arshad, Assoc. Prof. Dr. Norhayati Mohamed, and Assoc. Prof. Dr. Eley Suzana Kasim 

and also the staff at ARI especially Puan Azizah Hamzah and Cik Nur Farina. 

 

Thanks also to my colleagues GOT-1 ARI Indonesia for their endless supports and 

always willing to extend their help when needed. My gratitude to Pak. Mahsun, Pak. 

Yusmansah, Pak. Solihin, Pak. Agas, Mas Halim, Bung Atqan, Mas Triyanto, Mas 

Rudy, Mas Amin, Bu Reskino and Mbak Rafrini    

 

Finally, this thesis is dedicated to my beloved wife Evianawati and three lovely 

daughters (Ayesha, Syafira and Mecca). Without the support from them, I would not 

have been able to handle all the challenges faced in completing this thesis. 

 

 

 



vi 

TABLE OF CONTENTS 

 Page 

CONFIRMATION BY PANEL OF EXAMINERS ii 

AUTHOR’S DECLARATION iii 

ABSTRACT iv 

ACKNOWLEDGEMENT v 

TABLE OF CONTENTS vi 

LIST OF TABLES x 

LIST OF FIGURES xii 

LIST OF ABBREVIATIONS xiii 

CHAPTER ONE INTRODUCTION 1 

1.1 Background 1 

1.2 Problem Statement 5 

1.3 Research Objectives 7 

1.4 Research Questions 8 

1.5 Significant of the Study 8 

1.5.1 Contribution to Practice 8 

1.5.2 Contribution to Body of Knowledge 9 

1.5.3 Contribution to Theory 9 

1.5.4 Contribution to Methodology 9 

1.6 Structure of the Thesis 10 

CHAPTER TWO LITERATURE REVIEW 12 

2.1 Introduction 12 

2.2 The Concept of Accountability 13 

2.2.1 Accountability in the Public Sector 15 

2.2.2 The Types of Public Service Accountability 17 

2.2.3 Accountability, NPM, and Sustainable Development in Local 

Government in Indonesia 18 

2.2.4 Local Government Accountability in Indonesia 21 



vii 

2.2.5 Accountability of Members of Legislature Institutions 24 

2.3 Public Budgeting 26 

2.3.1 The Development of the Public Sector Budgeting 30 

2.3.2 Rent-Seeking Behaviour in Local Government Budgeting 42 

2.3.3 Legislature Role in Budgeting 45 

2.4 Decision Making 58 

2.4.1 Decision-making Processes 61 

2.4.2 Components of Rational Decision Making 62 

2.4.3 Evidence-Based Decision Making 65 

2.4.4 Politics of Decision Making 66 

2.5 Underpinning Theory 67 

2.5.1 The Commonly Used Theories in Accountability and Budgetary 

Research 67 

2.5.2 New Institutional Theory in Budgeting 70 

2.6 Conceptual Framework 72 

CHAPTER THREE BUDGETING PROCESS IN THE LOCAL GOVERNMENT 

IN INDONESIA 75 

3.1 Introduction 75 

3.2 Local Government Overview in Indonesia 75 

3.3 Local Government Organisations 78 

3.3.1 Executive Members of the Local Government 80 

3.3.2 Legislature of Local Government 81 

3.4 Local Governments' Budget Structure 82 

3.4.1 Local Revenue 83 

3.4.2 Local Expenditure 87 

3.4.3 Local Financing 92 

3.5 Budgeting Process at Local Government 93 

3.5.1 Local Government Annual Work Plan (RKPD) 94 

3.5.2 Establishing General Budget Policy and Priority (KUA and PPA) 96 

3.5.3 Budget Costing Process 98 




