
























































Chopter One: Introduction

This system of guided democracy lasted Jess time than the preceding liberat democracy. After
six years, this system was deemed to have failed to create a sound economic condition for
indonesian people. By the mid 1960s, Indonesia was on the hrink of bankruptcy, production
had decreased dramatically, exports and imports had virtually stopped, and the country and
its peaple were suffering hyperinflation of more than 600 per cent (Bank Indonesia, 2001).
This economic breakdown was followed by a struggle for power between the army and the
indonesian Communist Party, which led to a period of chaos, Responding to this situation, the
Army undertook a coup d’etat on 11 March 1966 to bring down President Sukarno and his
guided democracy (Bhakti, 2004).

Suharto, an army general, took over the presidency and introduced ‘Pancasila Demacracy’,
which has become the longest presidency duration since independence, covering the period
from March 1966 to May 1998. This form of democracy was guided hy the Indonesian national
ideology ‘Pancasila’, a term which is rooted from Javanese words of ‘pance’ means five and
‘sifa’ means pillar. It is the foundation on which the modern state of Indonesia is grounded.
‘Pancasila’ comprises a set of five principles: belief in one God; just and civitised
humanitarianism; national unity; consensual democracy; and social Justice for all indonesians

(Robertson-Snape, 1999).

As he came to power, General Suharto “used the term ‘Orde 8aru’ or the ‘New Order’ and
called Sukarno’s guided democracy ‘Orde Lamy’, or the ‘Oid Order’, the latter implying a
rotten, bankrupt system” (Bhakti, 2004, p. 198}. During the first era of his presidency, Suharto
successfully brought the nation from its severe condition. The national economy was growing
at a remarkable rate of 7% for a decade during the late 1980s and early 1990s, which has
made Indanesia one of the ‘Asian’s Tigers’ (Heller and Symansky, 1998). During this period

Indonesia undertook a smooth transition from an agricultural to an industrial country (Oshima,
1986).

However, as the years passed, the New Order moved slowly and surely in the direction of an
authoritarian government. The long life of Suharto’s Bovernment was facilitated by the
establishment of three channels {Subekti, 2001}, namely ABRI {the Indonesian national armyj),
Bureaucracy (civil servants), and Golkar (government political party). These organs of

government have sustained a long period of security and the maintenance of political and

economic stability during Subarto’s era.
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Chapter Two: Background ond Key Initiatives of Bureaucratic Refarms

previous authoritarian regime. Some commentators argued that at this time the public
demanded what they cali ‘Reformasi Totaf or ‘total reform’ of all aspects of the life of the
nation, including the political and economic systems {Tjiptoherijanto, 2007). This included a

particular urgency to reform the Indonesian bureaucracy, which was still perceived as
containing allies of the old regime.

Government bureaucrats suffered much criticism and contempt during the change of
Indonesian presidency in 1998. They became the object of protest, particularly due to their
alieged corrupt behaviour (Tjiptoherijanto, 2007; Dwiyanto, et al., 2008). In response to this
increasing demand from the public, the People of Consultative Assembly, the highest political
body in indonesia, mandated the new president “to build the structure of the indonesian
bureaucracy that is transparent, accountable, ciean, and responsible to the people and to
become the people and state’s servant, the example and the role model of the

people” (Tjiptoherijanto, 2007, p. 2). This pressure from the people of Indonesia has been one

of the main driving forces behind the launch of the bureaucratic reform process.

The previous ‘New Order regime under President Suharto claimed that bureaucratic reforms
were underway during its time in government. This included “shifting the administrative
authority to the upper echelons in the bureaucratic hierarchy, making the bureaucracy more
responsive to the central authority’s will and widening the new government’s authority to
consolidate the control of the regions” (Dwiyanto, et. al., 2008, p. 6). However, it is argued
that the reform was conducted only to serve Suharto’s interests to create and maintain his

supremacy {Tjiptoherijanto, 2007); thus it has been a mock bureaucracy {Anwaruddin, 2005).

aAnother form of driving force, this time external, which provided impetus to the
commencement of bureaucratic reforms, was the internationat pressure, which was urged by
the IMF and the World Bank. The IMF’s involvement started with the agreement of the first
Letter of Intents {LOIs) at the end of October 1997 {Soesastro, et al., 2008). These LOIs
resulted from Indonesia’s need to request an IMF’s bailout to save the economy, which was
mainly concerned with ensuring macroecanomic stabilisation, requiring both monetary and
fiscal adjustments (IMF, 2000}. The latter has become the averarching framework of the
commencement of the bureaucratic reforms in Indonesia due to its initiatives to achieve a
healthy and sustainable fiscal position, which includes improving the efficiency of government
expenditure {Soesastro, et al., 2008). The establishment of efficient bureaucracy in indonesia

is one of the main requirements under this initiative.
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Chapter Two: Background and Key initiatives of Bureaucratic Reforms

The bold statement from Dewi Fortuna Anwar, a {eading indonesian political scientist, as

reported in the New York Times, reflected this anger within the indonesian people:

How could our president be humiliated that way? indonesia is a proud country. We
have been known to choose to go hungry rather than to give in to outside pressure

{Anwar, 1998 quoted by Mydans, 1998}.
The widespread sentiment against the IMF was also ignited by the big increases in the price of
gasoline and other essentials as a result of the IMF’s order to the government to terminate
subsidies for fuel and food. Several demonstrations, mobilised by the students, were reported

to take place in indonesian major cities to protest the IMF's policy (Budianta, 2000).

Regardless of these protests, the IMF insisted on imposing a series of neoliberal refarms,
including the adoption of tighter fiscal measures, the abolition of state trading monopolies in
various agricultural products, reductions in tariffs, and the liquidation of insolvent banks
{Robison and Rosser, 1958}. Through the aggravation and pain under the IMF’s programme,
Indonesia managed to recover from the crisis in 2005 as reflected in its growth of 4.5%
{Aswicahyono, et al., 2008}, Eventually, iIndonesia paid off all of its liabilities to the IMF in

October 2006, President Yudhoyono remarked this period as critical for indonesian people and

he emphasised:

“the government could stand equal before the IMF to give advice to continue reform
to restart global economic development”...“We are in a different position to 10 years
ago. We are now in a more respectable position,” he said when opening a Cabinet
meeting later on Wednesday. {lakarta Post, 2011a}
The above discussion demonstrates different reactions from the indonesian public towards
both the context and the content of the IMF’s intervention in Indonesia (Budianta, 2000; Hill
and Shiraishi, 2007; MclLeod and Mcintyre, 2007; Aswicahyono et al., 2008). Such complexities
have implications on the implementation of bureaucratic reforms at the case organisations, as

elaborated in the following section.

2.5. Background of Bureaucratic Reforms at the Case Organisations

The context of bureaucratic reforms in the case organisations cannot be separated from the
circumstances at the national level as discussed in sections 2.3 and 2.4. The statement from

the Chief of Bureaucratic Reform Committee verifies this argument:
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Chapter Two: Background and Key Initiatives of Bureoucratic Reforms

2.2. The Indonesian Bureaucracy: Current Qutlock and Past History
The current Indonesian public service bureaucracy consists of a relatively large number of civil
servants, approximately 4.7 million {Badan Kepegawaian Nasional, 2010). Several problems
are stilf associated with the current public institutions in Indonesia, as stated in the first
paragraph of this chapter. in an extensive study of Indonesian bureaucracy, Dwiyanto, et al.
{2008) report several indicators of the ineffectiveness of the indonesian public service, such as
uncertainty in task completion time, lack of consistent service procedures and unfair service,
caused by discrimination based on political, ethnic, religious, or personal relationships. In
similar vein, Anwaruddin (2005) claims that Indonesian public institutions are still surrounded
with the problems of unclear ptanning of work and assignments; inappropriate procedures and
assignments; poor enforcement of reward and punishment systems; and lack of transparency

in bureaucratic work performance that causes insufficient feedback for work improvement.

These poor conditions of public institutions are not only observed by the public, but aiso
acknowledged by the public officials themselves. The results from the surveys to the
Indonesian public officials conducted by the institute for Policy and Community Development
Studies {IPCOS) in 2000 and by the Partnership for Governance Reform in 2001 report that in
conducting their office duty, the civil servants are characterised with subjective decision

making, slow service delivery, and discriminatory attitude {World Bank, 2003).

Some studies report that the current problems of Indonesian public institutions are inherited
from the previous bureaucracy {Setiawan, 1998; Synnerstrom, 2007; Dwiyanto, et al., 2008),
Therefore, in order to understand the current condition of Indonesian bureaucracy, itis
essential to encompass its historical presence {Dwiyanto, et al,, 2008). The historical
relationship between present and past bureaucracy may explain the above phenomena of the
current iIndonesian bureaucracy; whether traditional bureaucracy during Kingdoms period has

implications on current outlook of bureaucracy (Setiawan, 1998; Dwiyanto, et al., 2008).

7h.16t Century 16™Century-1945 1945-1965 1966-1998 1999-present
¥ =4 r— — = —
Kingdom Era Colanial Era ‘Old Order’ Era  ‘New Order’ Era Reforms Era

Figure 2.1: Periodisation of the Development of Bureaucracy in Indonesia

The existence of bureaucracy in Indonesia can be traced back as far as to the pre-colonial time,

when Indonesia was dominated by Kingdoms approximately the 7" to 16" century. Within this
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Chapter Two: Background and Key Initiatives of Bureaucratic Reforms

previous authoritarian regime. Some commentators argued that at this time the public
demanded what they cail ‘Reformasi Total or ‘totai reform’ of all aspects of the life of the
nation, including the political and economic systems {Tjiptoherijanto, 2007). This included a

particular urgency to reform the indonesian bureaucracy, which was still perceived as

containing allies of the old regime.

Government bureaucrats suffered much criticism and contempt during the change of
Indonesian presidency in 1998. They became the object of protest, particularly due 1o their
alleged corrupt behaviour (Tjiptoherijanto, 2007; Dwiyanto, et al., 2008). In response to this
increasing dernand from the public, the People of Consultative Assembly, the highest political
body in indonesia, mandated the new president “to build the structure of the Indonesian
bureaucracy that is transparent, accountable, clean, and responsible to the people and to
become the people and state’s servant, the example and the role model of the

people” (Tjiptoherijanto, 2007, p. 2}. This pressure from the people of Indonesia has been one

of the main driving forces behind the launch of the bureaucratic reform process.

The previous ‘New Order’ regime under President Suharto claimed that bureaucratic reforms
were underway during its time in government. This included “shifting the administrative
authority to the upper echelons in the bureaucratic hierarchy, making the bureaucracy more
responsive to the central authority’s will and widening the new government’s authority to
consolidate the control of the regions” {Dwiyanto, et. al., 2008, p. 6). However, it is argued
that the reform was conducted only to serve Suharto’s interests to create and maintain his

supremacy (Tjiptoherijanto, 2007); thus it has been a mock bureaucracy {Anwaruddin, 2005).

Another form of driving force, this time externai, which provided impetus to the
commencement of bureaucratic reforms, was the international pressure, which was urged by
the IMF and the World Bank. The IMF's involvement started with the agreement of the first
Letter of intents {LOIs) at the end of October 1997 (Soesastro, et al., 2008). These LOIs
resulted from indonesia’s need 1o request an IMF's bailout to save the economy, which was
mainly concerned with ensuring macroeconomic stabilisation, requiring both monetary and
fiscal adjustments (IMF, 2000}. The latter has become the overarching framework of the
commencement of the bureaucratic reforms in Indonesia due to its initiatives to achieve a
healthy and sustainabie fiscal position, which includes improving the efficiency of government
expenditure {(Soesastro, et al., 2008). The establishment of efficient bureaucracy in Indonesia

is one of the main requirements under this initiative.
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Chapter Two: Background and Key Initiatives of Bureaucratic Reforms

The discourse of bureaucratic reforms has, actually, begun since the post 1998 crisis
... after the 1998 crisis public demand for total reform, which includes political, social,
economic reform, etc. This demand was so massive at this time until it could force our

President {Suharto] to step down. (Interview with Chief of Bureaucratic Reform
Committee)

The new Indonesian government post-Suharto era took some initial strategic actions once
they were elected, including the change in the management of state funding {Ministry of
Finance, 2008b). This has brought a change in the mission of the Ministry of Finance. The legal

foundation of the Ministry’s existence has been transformed. This constitution amendment is

known as ‘reform of state financial management’.

One sector that was most severely hit by the 1998 crisis was banking sector... in
response to this; government [central bank] has established the Indonesian Banking
Architecture. Meanwhile in the financial sector, improvements were undertaken,
including the reform of management of state finance, which was marked by the
making of State Finance Law, State Treasury Law, and State Finance Supervision Law.

To cope with the crisis, the government has amended the act that embraces the status
of the Ministry. The previous act was based on the Dutch colonial statutory about the
management of state fund and wealth, which existed since 1886. The new acts have
given the new strategic directions for the institutions, including the change in its

mission, vision, and strategic objectives. {interview with Chief of Bureaucratic Reform
Committee)

As discussed in Chapter 1 section 1.1, the Ministry of Finance was selected as the pilot project
of the national bureaucratic reforms in Indonesia. One of the main considerations in this
selection was due to the Ministry’s strategic role within the government, mainly due to its
function as revenue collector in the form of taxation, The fact that Indonesia has experienced
decreasing incomes from oil has led the government to focus on the taxation of citizens and
companies as the main source of development funds for the country (von Soest, et al., 2011}.
Therefore, the bureaucratic reforms in the Ministry of Finance were expected to provide a

quick win for the new government:

At that time [prior to the launch of reform programme], the institution had to deliver a
concrete thing to regain public confidence. | might say that the execution of the reform
programme cannot be separated from the political situation during that time, when a
new President was elected. The new government needed a quick win to be delivered to
mark the new era of managing the nation. The reform programme in the institution was
selected as one of their short term programmes. {Interview with Member of
Bureaucratic Reform Committee)
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Chapter Three: Controf Within Bureaucratic and Post-Bureaucratic Organisation

characteristics of bureaucracy is a study by Hall {1963}, which “represents the most systematic
attempt to measure organisational bureaucratisation” (Punch, 1969, p. 49). By conducting an
extensive jiterature review on bureaucratic characteristics, he proposed six bureaucratic
dimensions, namely “a division of labour based upon functional specialization; a well-defined
hierarchy of authority; a system of rules covering the rights and duties of positional
incumbents; a system of procedures for dealing with work situations; impersanality of
interpersonal relations; and promotion and selection for employment based upon technical

competence” {Hali, 1963, p. 43).

In similar vein, other scholars have identified Weber’'s idea bureaucracy in the form of
structured hierarchies; rational systems based on rules and procedures; the formalisation of
decision making processes and advancement based on administrative expertise {for examples
Bozeman, 1979; Perry and Rainey, 1988 in Parker and Bradley, 2004). Further, Parker and
Bradley (2004) describes the characteristics of bureaucracy in public sector institutions as
hierarchical, rule enforcing, impersonal in the application of laws, and constituted by members
with specialised technical knowledge of rules and procedures. The prolonged investigation by
Walton (2005} of current practice of organisational control in the last four decades found
some major characteristics of bureaucracy, including “a fixed division of {abour, a hierarchy of
positions and authority, administration based on written documents and adhering to general

rules, thorough and expert training of personnei, and full-time commitment to official
activities” (p. 569).

Tabie 3.1 briefly summarises the bureaucratic dimensions as studied in several research, This
summary is adapted from the similar table created by Halt {1963}, which summarised until

early 1960s. The summary in table 3.1 updates Hall’s table (1963) with the more current

research on bureaucracy.

Tahl .:I.: ma of Std on Breau:ratc Dimensions

Specialisation v v v ¥ v
Hierarchy v v v v v v
Standardlsation v v v v v v
Formallsation v v v v v v v
Imparsonality v v v v —
Competence v v v v

Adapted from Hall {1963, p. 34}
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Chapter Three: Control Within Bureaucratic and Post-Bureaucratic Organisation

Such dialogue is characterised by the use of influence rather than power; thus persuasion
rather than formal command.

Trust is utilised as the basis of influence and persuasion. In such climate people are
believed to act on behalf of the organisation rather than masimising their own irterests.
Organisational mission becomes the glue that integrate th2 members of organisation,
who work interdependently and whose fluid roles.

The extensive information sharing mechanisms enable ernployees to “break free of the
hounclaries of their ‘defined’ jobs to think creatively and coopzratively about
iriprovemerits in performarice”,

Organisation works on principle-based rather than rule-hazed rneckanism. Consequently,
pecple are demarded “wo think about th: reasons for constreints on “heir actions, rether
than rigidly following procedure”.

Sinice the na*ure of work is fluid, the decision making mechanism should be “egularly
reconstructed. ~he decision of “who to go to” is not governer! &y hierarchical order bur
reither by the nature of the problem. This can be allowed by the set-up of a cross
functional tearn and committee.

The mutual trust that underlies people relationship within such organisation is not
estzklished upon the merely friendship or community relztiorship but rather on the
reliable exchange of knowledge.

Ariopen and thoroughiy detailed peer assessment system is conducted to provide
accurate inforrnation of people’s capabilities and deficiencies. This mechanism is alsc
eryployed to becoeme a normal form of employees’ engegenr«tr.,

In this posi-burcaucratic system, there is less barrier of entrv and exit; thus employs2s
are eric:uraged to develop their careers inter organisations re15er than wits i "

hierarchy.

. There is an individualised employee’s performance evaluation, which is linked t+

individual reward system.
Since change is expected to be constant, the organisation’s schzdules are therefore tizd
to speci‘ic projects rather than to cyclical ‘calendar’ periods. Tireframes are ‘herefore

inherently flexible and unstable (all the twelve points are adasted frorn Hecksths, 1994,
p. 35-28).

To sum up, Heckscher (1994) argues that there are two fundamental fezwires of post-

bureaucratic organisazizn, rarely the use of influence rather than of power &s ‘he basis fo,
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Chapter Four: Javanese Culture: The Dominant infiuence in Indonesian Life

of culture as an explanatory aspect to make sense the implementation and effect of

bureaucratic reforms in the case organisations.

From the work of Berry, et al. {2009), it is reported that the relationship between culture and
control systems has become an increasing interest of scholars. By summarising the latest
topics in the field of accaunting, these writers suggest that culture and control has been
emerging as a new topic, along with “decision making for strategic control, performance
management for strategic control, control models for performance measurement and
management, management control and new forms of organisation, control and risk, and
information technology” {ibid, p. 3). However, as it is still in its early phase, the research on

the association hetween organisational control and culture is argued as relatively unexplored
{Pfister, 2009).

Different directions still persist within the literature in understanding the relationships
between control and culture. Berry et al. (2009) summarise the associations between control
and culture and categorised them into three different streams, which includes culture is

dominated by control, both culture and control are interdependent and cuiture dominates

control.

Some advocate that culture is directed by control, by which the organisation can select its own
organisational culture (as suggested by Peters and Waterman, 1982; Schein, 1985; Simons,
1995). This approach is argued to stem from research from sociology and social psychology,
which suggest that management practices, including control, can determine and change the

organisational culture over time (see for examples O'Reilly and Chatman, 1996; Wiener, 1988
in Pfister, 2009).

The middie of the roaders take a position that “cause and effect between culture and control
go in both directions” {Pfister, 2009, p. 34}. Culture can be seen as a mediator between
specific controls that influence culture, and culture in turn influences specific control
outcomes. Culture is argued to establish norms and beliefs within the organisations, which

shape everything and control also reconstitutes cuiture {(Homans, 1950, in Berry et al., 2009).

On the other hand, others claim that culture shapes control adopted in an organisation. As
Scott (1995) suggests, culture has implications to the control structures and procedures
through norms, cognitions and modes of order. Furthermore, it is inferred that culture
influences the adoption and implementation of controi systems as well as determines the
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Chapter Four: Javanese Culture: The Dominant Influence in Indonesian Life

Through standardised and uniformed education system, uniformity was encouraged by
requiring pupils to learn national songs and wearing national school uniforms, as well as using

the same textbooks across the country {Bertrand, 2009).

4.3.5. Reform Era

After the fall of the Subarto regime in 1998, Indonesia was successively led by four different
Presidents; three of them are Javanese (irawanto, et al., 2011b). The only non-Javanese
president, B.). Habibie, came to presidency only because he was the vice president of Suharto.
Therefore, when Suharto stepped down from presidency in 1998, Habibie became the interim
president until the general election took place in 1999. The dominance of Javanese people in

the Indonesian presidency may prove the persistence of Javanese supremacy within Indonesia

until present,.

The current President Yudhoyono is an ‘olus’ (refined) Javanese person. He thoroughly follows
the Javanese values to guide his life (Irawanto, et al., 2011b). The latest event of the marriage
of his second son, which adopted Javanese customs, may demonstrate his subscription to

Javanese culture:

"We will conduct all the procession of the wedding by following what is regulated in
our religion and customs...this fthe wedding procession] is a mix of Javanese and
Palembang culture,” said President Susilo Bambang Yudhoyono on Tuesday 22
November 2011. He further added ... the covenant of marriage will be held in Cipanas
palace using Palembang customs, South Sumatera. Meanwhile, the wedding reception
will be in Javanese customs, (Kompas, 2011b)
The persistence of Javanese culture within the life of Indonesian people can also be
demonstrated in their day-to-day activities. The practice to wear ‘Batik’, which is originated
from Javanese customs, by current Indonesian people, is one of the most obvious evidence of
the Javanese influence. At least, every Friday all students and civil servants must wear ‘Batik’

in schools and offices.
4.4. The Javanese Cultural Values

The seminal anthropological works of Clifford Geertz {1960; 1963} and Hildred Geertz {1961;
1974), who plunged themselves into the life of the Javanese community in the late 1950s,
have been the main reference for any research that deals with Javanese culture not only in the

field of anthropology but also in the accounting research (for examples: Efferin and Hopper,
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2007; Tsamenyi, et al., 2008). These works have provided some notable analysis and
characteristics of Javanese culture. The convergent discussion on Javanese culture across
periods since early 1960s (such as Geertz, 1960; 1961; 1973; 1974) and the current works (see
for examples Efferin and Hopper, 2007; Tsamenyi, et al., 2008) may imply the persistence of

Javanese culture and its predominance in the Indonesian context.

According to the Geertz's works, when discussing Javanese culture one must understand the
two prevailing values of Javanese concept, which are distinctive {Geertz, 1961). These are,
first, the cluster of values involved in the Javanese view of the etiquette of “respect,” and
secondly, those concerned with the Javanese emphasis on the maintenance of “harmonious
social appearances” (Geertz, 1961, p. 147). These two distinctively Javanese values have
appeared often in the previously mentioned descriptions of family life. While the two together
are not the only moral guides underlying Javanese kinship behaviour, they are of central
importance to it. They are interdependently related and according to Geertz (1961) both sets
of values “represent important forces for the cohesion and resiliency of the Javanese family

and, also Javanese society as it is today” (p. 146).

The former, which refers to the Javanese conception of ‘hormat’ or feeling ‘sungkan’, is
formed “on the traditional Javanese view that all social relationships are hierarchically
ordered, and on the moral imperative to maintain and express this mode of social order as
good in itself” (Geertz, 1961, p. 147). The latter, refers to ‘rukurn’, requires Javanese people to
minimise the overt expression of any kind of social and personal conflict to “maintain
harmonious social appearances” {p. 147, emphasis in original). This second value is founded on
the Javanese view that “emotional equilibrium, emotional stasis, is of the highest worth, and
on the corresponding moral imperative to control one’s own impulses, to keep them out of
awareness or at least unexpressed, so as not to set up reverberating emotional impulses to

others” (p. 147).
4.4.1. ‘Hormat’: The Concept of Respect within the Hierarchy

The Javanese concept of respect necessitates people to exhibit “proper respect to those with
whom one comes into social contact” (Magnis-Suseno 1997, p. 62), both in verbal and non-
verbal communication. Some argue that the importance of demonstrating respect is due to
Javanese’ beliefs that human beings are created and live in different ordinal hierarchy, both in
the life of family and society {(Mulder, 1994). In general, this distinct hierarchy represents the

two opposite polar of people’s position, ‘afus” and ‘kasar’ {Geertz, 1960; Mulder, 1994; Efferin
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such setting the life of the society works by the establishment of ‘gotong royong’ or mutual
assistance and any decision is made through communal meetings and gatherings

{‘musyawarah’} to achieve ‘mufakat’ or consensus (Tsamenyi, et al,, 2008},

Such a condition is characterised by cooperation, mutual acceptance, calm and unity {Magnis-
Suseno 1997). it implies “a state of agreement, of unanimity in a group concerning its means
and purposes” (Geertz, 1961, p. 149). Furthermore, this concept implies harmonious social
integration in the sense of obedience to superior (‘manut’), kindness, avoidance of conflict,
understanding of others, and empathy {Geertz, 1961; Koentjaraningrat, 1985). It is described

as “basic social properties of self control and avoidance of disapproval” (Geertz, 1961, p. 114).

This state of ‘rukun’ is created by the avoidance of all form of direct conflict among people.
Geertz (1961} jllustrates one group to be ‘rukun’ “if there is no overt expression of divisive
opinions and feelings” {p. 114). Whereas Javanese people are required to exercise ‘panota
basa’ or being polite in speaking to show respect, they also need to demonstrate ‘panata
rasa’ or how to manage one’s senses or feelings. Consequently, they are demanded to “being
smart in managing one’s senses or feelings regarding oneself and others and striving to make

others happy” (Sutarto, 2006, p. 45)

These embedded norms make people tend to feel ‘pekewud’ or embarrassed reverence
toward their superior or someone whom they respect (Geertz, 1961). Tsamenyi, et al. {2008)
report that day-to-day activities of organisation in indonesia are affected by the conception of
‘rukun’, where subordinate and superior create a ‘pekewuh’ culture, ‘Pekewuh’ is a Javanese
phrase, which means reluctance and failure among superiors to punish subordinates because

of the development of familial relationships in the workplace.

To create a ‘rukun’ society one has to know each other weli through closely personal
interaction. The Javanese people are aflowed to ask personal and family matters in their first
acquaintance and the respected party should be voluntarily willing to answer to such question
(Magnis-Suseno, 1997}. Such an interaction is not common in Western context. Another way
to build a friendly refationship in Javanese setting is to establish the gift exchange (Verhezen,
2003), by which "a desire for authentic recognition allows the giver, and consequently the
receiver, to enter into a social relationship” (p. 1). In Javanese settings, gifts are presented on
many events {Jackson, 1978). Geertz {1961) describes some communal events which involve

the gift mechanism, including the ceremony of ‘mitoni’, where a Javanese woman enters her
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followed by data analysis and finally the writing up of the research findings. A summary of the

key elements of the research design completes this chapter.

5.2. The Use of Ethnographic Methods in a Case Study Setting

As noted in chapter 1 section 1.5, my study has adopted an interpretive approach to
understand the establishment of bureaucratic reforms at the case organisations. This selection
of interpretive inquiry is based on the argument that the bureaucratic reform processes at the
case organisations are implicated by its contextual aspects. Based on this approach, an
ethnograpbhic case study has been adopted as the research method to investigate some
organisational phenomena (for example: Lowe and Jones, 2004; Ahrens and Moliona; 2007;
Efferin and Hopper, 2007; Tsamenyi, et al., 2008), including the implementation of
bureaucratic reforms at the case organisations. It has been argued that the ethnographic
approach is predominantly appropriate for study that necessitates “detailed understanding of
social or organisational processes because of the rich data collected in context” (Hartley, 1994,
p. 323).

The selection of ethnography aiso fits the research questions being asked. As stated in chapter
1 section 1.4, the main research questions for this study invoive the “how” and “why”
guestions, which makes ethnography an appropriate choice of research method {(Hammersiey
and Atkinson, 1995; Creswell, 2007). Therefore, ethnographic method has aliowed me to
generate a detailed, in-depth understanding of the implementation of bureaucratic reforms at
the case organisations as it involves the observation of “the fine detail of lived life” {Geertz,

2000, p. 16)

My research, in particular, focuses on the implication of cultural aspect of the reforms. By
utilising an ethnographic method, ! could gain an intensive understanding of the interaction
between reforms and culture. As suggested by Geertz {2000}, the anthropological approach,
such as ethnography, is appropriate for a study that attempt to understand “other

peoples’ cultures” which involves “discovering who they think they are, what they think they
are doing, and to what end they think they are doing it” (p. 16). Ethnographic method provides
what Geertz (2000) requires “...it is necessary to gain a working familiarity with the frames of

meaning within which they enact their lives” (p, 16},

Doing ethnography requires participation of the researcher, either overtly or covertly,

participates in the day to day lives of the research object for a prolonged time, “watching what
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happens, listening to what is said, asking questions; in fact collecting whatever data are
available to throw light on the issues with which he or she is concerned” {Hammersley and
Atkinson, 1983, p. 2}. During my field work, | was immersed myself in the life of the case
organisations to gain a detailed observation, both through direct and participation

observations, to generate a narrative-based interpretation of events (Dey, 2002).

By conducting ethnographic research, | could gain a rich description of the day-to-day
implementation of bureaucratic reforms at the case organisations from the insider's
perspective {(Maxwell, 1992 in Huberman and Miles, 2002) or the native point of view
{Spradley, 1980). Therefore, an ethnographic case study not only allows a researcher to
observe everyday practices in an organisation but also understand the meanings of these
practices to members of organisation being involved (Brewer, 2000). it has been argued that
such intensive information is rarely revealed in the brief and superficial contact typical of
alternative research approaches; ethnography is described as "the art and science of

describing a group or culture” {Fetterman, 1998, p. 1).

In my study, the ethnographic method was conducted in a case study setting. This approach
differs from the traditional case study since the ethnographic approach analyses day-to-day
aspects of life, rather than focusing on the unusual {Chua, 1988). By conducting an
ethnographic case study, i studied the everyday life of the case organisations instead of an

extreme otcasion within the institutions.

In fact, the case study setting can be used by both positivist and interpretivist researchers.
Research from a positivist tradition uses case study as a sample to represent a larger
population. By assuming this sample possess similar properties of the population, a case study
is utilised to generate statistical generalisation. !t is argued that in positivistic works,
exploratory case study is endowed to engender hypotheses and further tested through

extensive surveys {Scapens, 2004).

On the other hand, interpretive research employs case study methods to gather in-depth
understandings and meanings from a specific context (Ryan, Scapens, and Theobald, 2002).
The interpretivists make use of explanatory case study to seek for deep and rich meaning of
the phenomenon (Scapens, 2004). In the interpetivist approach, researcher and the
researched are inseparable. Another distinguishing feature of ethnograpbic case study is that

it requires researchers to immerse themselves in their research object. In the traditional case
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study, a researcher is able to produce a high quality case study without leaving the library and

the telephone (Yin, 2003 and Tinker, 1958).
5.3. Description of the Case Organisations

The research was undertaken in two units within the Ministry of Finance of Indonesia, the DGT
and DGCE. These organisations were selected because of evidence and strong claims of their
efforts to implement extensive bureaucratic reform initiatives. The bureaucratic reform
programme in the researched organisations has been praised as a success story of the public

administration reform (Kompas, 2009).

According to Denscombe {1998), a case study “normally depends on a conscious and explicit
choice about which case to select from among a large number of possibilities”. The case
organisations were selected on the grounds that, far from being typical, the case provides
something of a contrast with the norm, which is called an extreme instance. Far example is the
selection of an organisation which is notably smaller or notably larger than usual. The
selection of the Tax and Customs Offices as the case organisations in this research follows
Denscombe’s extreme instance, where a reiatively more effective organisations are studied
among a population of institutions that are mostly perceived as ineffective. These two units
have been accepted as the most advanced or sophisticated organisations in implementing

bureaucratic reform programmes within the Ministry of Finance (Ministry of Finance, 2008b).

Before discussing these two Directorate Generals, the following discussion briefly describe the
setting of the Ministry of Finance as the overarching body of these two units. The office of the
Ministry was initially located at ‘Lapangan Banteng’, which was located next to the
Presidential palace, demonstrating its strategic role within the function of the {ndonesian
government. The old buiiding is shaped like old colonial building, with large pillars at the front
and two enormous gate doors {see appendix 5.1). The construction of this building took 19
years, from 1809 to 1828 during the Dutch colonial era (see figure 2.1 for the timetable).
Recently, the Ministry has been relocated to a new building, adjacent to the old one. Like
other modern buildings in Jakarta, these new buildings are modern skyscrapers. There are two
main buildings in this complex, namely Djuanda | and |l building. The name was given to
commemorate the first Finance Minister of indonesia. Each of these buildings has 20 floors.

8ased on direct observation, it can be reported that the identity of the Ministry is represented
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Once the taxpayer is decided to pay more obligation, the collection section wilf follow-up the
recommendation made by the supervision team. However, the taxpayer has the right to
disagree with the auditor’s findings. They can ask for appeal process, which is conducted at
the Regional Tax Office. If an agreement has not been made between the disputed parties the

appeal process goes to the tax court, which is not part of the Ministry of Finance.

5.3.2., DGCE

The second largest unit within the Ministry of Finance is the DGCE. There are approximately
11,000 employees in the Custorns Office or one third of those in Tax Office. The strategic role
of this office, particularly due to globalised economy, includes: revenue collector, community

protector, trade facilitator, industrial assistance, and compliance cost.’

The employees wear special uniform at the office. This, according to the HR people, is adopted
to distinguish customs people with its customers. it also creates the “esprit d’ corps” among

employees. Each level of employees differs by its badge, which shows the hierarchical order

within the office.

Yes, we want to create a sense of cohesiveness...Within the Ministry, we are the only
unit that wears uniforms. One of the positive aspects of wearing uniform is that we
can still identify our officials wherever they are, especially in the port where many
parties involve. {Interview with HR Personnel of Customs Office)
There are 9 directorates within this Directorate General and approximately 45 branches
throughout Indonesia (see appendix 5.10}. The head quarter building is located outside
Central Jakarta. It is situated near the location of the port, about 20 minute driving, At the
head quarter, there are 3 big buildings, namely main building, A and B buildings. At the front
of this office, there are stacks of containers, which give clear identification of Customs Office.
Different with the building of Tax Offices’ headquarter, these buildings are not skyscrapers.
The main building only has 7 levels, while A and B buildings are 4 story buildings (see appendix

5.11).

# Ministry of Finance’s decree number 131/pmk.01/2006 concerning The Organisation and Procedures
of The Ministry of Finance.
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‘Tanjung Priok’ Main Customs Service Office

As in the Tax Office, the filed study was also conducted in the operation office. The ‘Tanjung
Priok’ (see appendix 5.12 for the picture of the port of Tanjung Priok) office is selected as the
case organisation, due to its size and strategic role within the DGCE. The modern ‘Tanjung
Priok’ office was established on July 2007, which marked the beginning of reform programme
at the Customs Office (see appendix 5.13 for the picture of this office building). The
establishment of this office, so called ‘Kontor Peloyanon Utoma’ (KPU) or translated as ‘Main
Service Office’, marked the starting of bureaucratic reforms at the Customs Office. There are

1,050 employees in this office, which consists of 95% male and 5% female (DGCE, 2010a).

There are two main service offices; one is located at Jakarta (Tonjung Priok) and another office
at Batam, Tanjung Priok is the biggest port in Indonesia, where approximately 75% of export-
import activities are commenced. Meanwhile, the reason of establishing a modern office at
Batam is due fo its location near Singapore. The working area of Tonjung Priok office occupies

all the area of port of Tanjung Prick and port of Koja {see appendix 5.14).

Within KPU, which consists of 11 divisions, is led by an official, who has the same hierarchical
level as the head of a directorate in the headquarter (see appendix 5.15). This office serves
more than 10,000 customers {DGCE, 2010a}, which can be categorised as importers {10,780),
exporters {10,817), and freight forwarders (446).

The business process in this office can be illustrated by following the flow of containers from
its arrival on the port until it is discharged through customs exit gate, The flow of document of
the container is also an important part to understand the procedures applied in this

organisation.

1. Flow of Containers

After the vessel arrived at the port, the customs official along with quarantine and
immigration officials are board into the vessel. The customs official’s duty is to make sure that
there are no illegal stuffs carried by the vessel crew, such as illegal drugs.

Later, the containers were discharged from the vessel to the port bay, using the giant crane.
Then some trucks remove those containers to the temporary custody. Only those containers
which are under priority channel can be immediately released to the exit gate. The rest have
to be moved to temporary custady until the release document published by the Customs

Office.
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At this Customs Office, there are two different document check activities. The first is related to
the information related to the completion of physical documents or administration matters,
such as invoice, tax payment receipt. The second analyses the content and the accuracy of the
information of the document, for examples the real value of the goods, which become the

basis of the determination of import tax value of the goods.

The first tasks are carried out by two sections, namely: the Green and Yellow Channel
Documentation section and Red Channel Documentation channel. Atthough it is described that
the green channel does not require the documentation check, the importers on this channel
are obliged to submit their hard copy documents, such as: import notification report, trade
invoices, L/C document, and Bill of Lading. In this section, the official cross-checks the
information inputted by the importers and the information from the real document provided
by the importers. This is due to the self-assessment report in the Customs system. The same
regulation is also applied for yeliow and red channel. The difference is that the importers
under yellow and red channel can only release their containers once their documentations are

cleared at the respective section.

The later processes are carried out by the functional document supervision officials. As its
name, this team is fluid and not hierarchical. This team is positioned directly under the Head
of Office. As previously mentioned, this unit analyses the accuracy of the information provided
by the importers. Some benchmarking analyses are carried out to compare the inputted
information against its real value, for examples the current commaodity price. The output from
this team is the decision whether the import data is correct or not. When the information is
correct then the import clearance letter can be issued. When it is not, the importers have to
complete their duties, such as the payment of tax import discrepancies. This process in this

team is one of the most critical processes in the customs service.

The importers can ask for a plea if they think that the decision made by the document
supervisor is not correct. During this process, the importers can still release their containers by
giving a warranty worth minimum of the value of their duties. The process in the appeal
section is, more or less, similar to the process in the supervisory team, The official in this

section can ask the respective supervisory team member fo discuss his/her decision.

During the abovementioned appeal process, importers have to surrender their warranty, cash

or non-cash, to release their containers. If the appeal process goes to the further step, which is
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particular offices. As advised by Ahrens {2004), top management approval does not necessarily

guarantee access at the lower level,

During the first two weeks of my field work, it took four to five working days to have one
interview appointment. Gradually, the access became easier as the rapport with the members
of the organisations was successfully established. Personal connections aiso piayed an
essentiai role to the success of the field study at the case organisations. For example, one
interviewee gave personal reference to other officials to be interviewed. This so-called
‘snowballing’ technique saved a quite amount of time of getting access during the field work
(Bryman and Bell, 2007). This personal approach was proven to be more effective than the
formal one, particularly under the Javanese setting within the case organisations, which

requires close and personal touch during interactions {Mulder, 1994).
5.4.2. Role of Researcher

The previous discussion indicates that by using an ethnographic approach to the case study,
the researcher seeks an understanding of the way of life from the actors within the
organisation (Spradley, 1980}. In this research, this native point of view sometimes is known as
ernic perspective (Yin 2003, Creswell, 2007), were interpreted by researcher as an outsider,
etic perspective. This position, as a so-called visitor, is argued to be the most common
perception of the case researcher, in which the researcher visits the case site and observes

overtly the subjects in their ‘natural’ context {Ryan, Scapen, and Theobald, 2002}.

Such position is suggested by Blau {1964), who recommends that researchers who engage

with bureaucracy, especially who are not experienced, should not select a disguised role:

it is difficult to simulate a role successfully over long periods of time, and if concerns
over detection adds to the observer's other worries he is not likely to be effective in
discharging his research responsibilities. {p. 28}

The position the researcher takes aims to help maintain objectivity with respect to the
observations that are conducted. This objectivity is facilitated at the beginning of the fieldwork
because the researcher was not a member of the case organisations. The case organisations
were un-recognised by the researcher, and vice versa. This produces a condition where

researcher and the object of research are "anthropologicaily strange” {Chua, 1988, p. 64}.
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The first source of data gained from the field study was in the form of documentation and
various archival records. Some materials on the research settings were gained both in the
form of hard and soft copies. These inciude the history of the case organisations, its functions
and roles and demographic information on employees. Some documentation on the
bureaucratic reform programme was also provided by the researched organisations. One of
the main documents is the so-called blue book as titled ‘Profif Reformasi Birokrasi or
‘Bureaucratic Reform Profile’. As discussed in chapter 2 section 2.6, this document elaborates
the reform programme in detail, In addition, | was given access to the some legal documents,
such as the ‘PMK’ (Peraturon Menteri Keuangan) and ‘KMK’ (Keputusan Menteri Keuangan).
The former refers to the Ministry of Finance’s Decree and the latter refers to Ministry of
Finance’s Decree. Both are the highest jurisdiction of legal documents within the case
organisations. The example of this legal document, which | gained during my field work, is the
Minister of Finance’s Decision No. 30/KMK.01/2007 concerning Bureaucracy Reform in

Ministry of Finance. This document describes the framework and initiatives of the reforms.

Document and archival records are unobtrusive data collection techniques {Yin, 2003). They
become a vital resource for the study because they provide data that has not been prepared
by or for the researcher. This may overcome researcher bias, which sometimes becomesa
criticism of qualitative study {Atkinson and Shaffir, 1998)}. One example of this is the access to
the unpublished book of “Berkah” an acronym of “Berbagi Kisah dan Harapan”, which consists
of real examples of day-to-day practices prior and post the bureaucratic reform programme.
This book is essential, particularly to provide the organisational practices before the launch of
the programme since the field study was conducted post the reform programme. Despite its
usefulness, 1 should acknowledge the potential bias engendered by the use of this book, by
which | would be expected to try to verify to an extent through interviews with participants

serving through the earlier period.

Some documentation of the organisation and the reform programme were also available from
the local media. This was due to the public acknowledgement of the success of some of these
reform programmes in the Ministry of Finance. The leading Indonesian language newspaper
“xompas” and English language “The Jakarta Post” became the useful references during the

field work.
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3.5.2. Direct and Particlpant Observation

Further, the researcher conducted direct observation during the field study. The preliminary
observation embraced studying physical land and office space, people and events. Physical
land space scrutiny included analysis of the shape and locatian of the Ministry of Finance’s
bullding and its comparison with other public agencies’ buildings, {Jorgensen, 1989). Further,
this author claims that by learning these bodily landscapes, the researcher gains a rich

description about the research setting, thereby generating a feeling of engagement with the

researched organisations,

Another initial observation involved an enquiry about people and events. This inquiry provided
the researcher with some useful information such as the number of employees in certain
departments, what they wear, what ethnicity makes up the groups and how interactions take
place among them. Later observations combined with these enquiries revealed the patterns
that emerged within certain groups, like the organisation of people in teams, cliques, or family

groups {lorgensen, 1989).

Observations were made throughout the fieldwork phase and were recorded in field
notebooks. Direct observation differs from participant observation for data gathering
classification purposes in that these observations involved no interaction with the subject. An
example is documenting the observed routines of staff performing their duties. This was done
from a distance and differs from participant observation in that the researcher does not
actually perform the tasks himself, but simply documents the ways in which these tasks are
performed. This level of observation has been characterised as "passive participation”

{Spradiey, 1980, p. 59}.

After a period of two weeks, both the researcher and the research participants had became
familiar and rapports have been well established. This has enabled the researcher’s
involvement in the participant observation. it has been argued that participant observation
becomes the distinguished feature and the main method of data collection of ethnographic
approach {lorgensen, 1989). It is a mode of data gathering that demands the direct
involvement of the researcher in the daily lives in the case organisations, which enables the
researcher to observe and experience meanings from an insider's perspective, beyond formal
procedures and structures (Bryman, 2008).
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According to Schensut, Schensul, and leCompte {1999}, participant observation functions as
the opening point for the researcher in the field location because of its roles to provide both
intuitive and intellectual understanding of the way things are organised and prioritised. Using
this approach, a researcher may have the opportunity to be exposed by some organisational
secrecy and taboo since he/she is regarded as the member of the organisation. Lastly, these
authors claim that participant observation endorse the presence of the researcher in the
community. Nevertheless, the researcher must be aware of any potential biases occurred by

being an active participant (Jorgensen, 1989).

Another rationale of the use of participant observation in this study is because the researcher
is interested on the impiementation side of the reform; not only on the conceptual level. As

Ahrens (2004) suggests that management lies in how it is done and not how one taiked about
it. Therefore, being a participant observer gives the researcher the day to day implementation

of bureaucratic reforms at the case organisations.

During the field work, the researcher was at the research organisation foliowing normal
working hour time of the Ministry of Finance, which is from 07.30 am to 5.00 pm, five days a
week. Therefore, the researcher had opportunities to participate in the daily lives of the
institution. The researcher was involved in some routine meetings in the researched
organisations; usually take place every Monday morning, as well as ad hoc meeting.
Additionally, researcher asked for permission to attend and observe management meetings.

This has provided a strategic views and practices of the case organisations.

At the Tax Office, | was involved in the ‘one-day-done service’ task force, which administered
the return of tax reports. | also had opportunities to accompany an Account Representative
{AR) to visit the taxpayers {see appendix 5.23). During my field work at the Custorns Office, |
was engaged with the activities of the intelligent officer at the port {see appendix 5.24). These
participant observations have provided me with real experiences of being the member of

organisations.

The recording of both direct and the participant observations were written in the research
journal. To attain a detailed understanding of the members of organisation, personal journal
entries of impressions and observations were created. This journal also recorded researcher's

experience within the organisation {Atkinson and Hammersley, 1998). The researcher had
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prepared for a standard form of field note form, adopted from Schensui, Schensul, leCompte

{1999), as shown in appendix 5.25.

Some evidences from meeting in form of minutes of meeting were also collected during the
field study. Other physical materials, such as handouts and presentations distributed at the
meetings were also become the evidence for the research. These have provided an
informative view of the rituals of the organisations when followed up with informal interviews
and conversations (Jorgensen, 1989, in Creswell, 2007). The researcher aiso took some

photographs during the participant observation, for example during taxpayer visit and visiting
the port.

When making ethnographic record, some rules as suggested by Spradley {1980) were
followed. First, | distinguished participant’s language in order to generate documentation that
“reflects the same differences in language usages as the actual field situation” {Spradiey, 1980,
p. 66). As a result, the mix of language among the researcher, participants, or among
participants, was avoided. Second, | adopted the verbatim recording, by writing down word-
for-word of what the participant said. The tendency of researcher to translate the informants’
words into their own words may lead to a failure of learning the inner meaning of the research

object’s culture.
5.5.3. Interviews

As mentioned in the opening of this section, a total of 83 interviews were conducted during
the field study. The average length of the interview is 1.5 hour, which makes the total time of
the interview is 125 hours {see appendix 5.26). This massive amount of interview data,

therefore, has become the major source of data of this research.

According to Fetterman {1998}, interviews “explain and put into a larger context what the
researcher sees and experiences” {p. 37). By conducting interviews, | was familiarised with the
language the members of organisation use and the way they communicate using that
language, both verbal and non-verbal. During the field work, | mixed some types of interview,

namely semi structured, unstructured and reflexive interviews.

Firstly, formal semi structured interviews were utilised. The rationale of the selection of this
type of interview is due to the newness of the phenomenon {Horton, Macve, Struyven, 2004},

The bureaucratic reforms were considered as a relatively new issue in the Ministry of Finance
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with other sources of data, such as office’s documentation. This, so called, data triangulation

can increase the reliability of a qualitative research. This issue will further be elaborated in
section 5.7,

Lastly, another type of interview utilised in this research is reflexive interview, by which the
interviewer attempted to reconstruct the past. This requires interviewees to recollect past
time information {Fetterman, 1998). in this research, retrospective interviews were utilised to
seek understanding of control mechanism prior to the implementation of bureaucratic
reforms in the case organisations, which is before 2007. This information of the understanding
and past experience of control system within the Ministry is beneficial to generate a

comparison between current and past practices.

When conducting the interviews, the researcher followed some procedures of ethnographic
interview {Spradiey, 1979} in order to gain a rich understanding on the adoption of control
system within the case organisations. As required by Spradley (1979}, the interviewer needs to
put emphasis on the purpose of the interview. During the field work, in the beginning of each
interview, | always elaborated the interview's objective. Another initial explanation prior to
the interview was the explanation of data management, such as how the interview recorded
and transcribed. All these statements were written in the consent form given to each

participant before the interview initiated {see appendix 5.27}.

Spradley {1979) also demands the researcher to encourage the participants to use their own
native Janguage. For example, the bureaucratic reform programme was referred by the
participants as the English word ‘reform’ not Indonesian translation of ‘reformasf. Other
native language used by the interviewees was the word ‘sungkarn’, which comes from Javanese
language referring to the state of feeting reluctant. The detailed explanation of the meaning of

this Javanese word was discussed in chapter 4.

The maintenance of the ‘native’ or colloguiat use of language is quite an important issue in
itself. Therefore, | adopted the procedure followed in the works of Efferin and Hopper (2007)
and Tsamenyi, et al. {2008), who also report the case studies in Indonesian setting into journal
articles in English language. Consequently, these works deal with the transiation of the
lavanese words into English. As adopted in both of the studies, | have utilised the previous
works on Javanese setting to translate Javanese words into English (for examples Geertz, 1961,

Mulder, 1994),
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Lastly, doing an ethnographic interview should invoive the use of ethnographic questions,
which gave opportunity for the researcher to gain detailed explanation about the
phenomenon {Spradiey, 1973). Such ethnographic question demanded the interviewee to
describe a concept or event. However, during the field study the researcher found it tricky to
ask the interviewees for definition, such as a question like “How do you define bureaucratic
reforms?” Being asked such question, some interviewees felt like being tested; therefore, they
asked for sometimes to look for book or document to search for the exact definition. This

reaction was, mainly, due to the context that they were being asked by an academic.

To maintain the credibility of information gained during interview, an interview protocol, as
suggested by Yin {2003), was followed. This includes “the researcher’s respect for the culture
of the group under study” (Fetterman, 1998, p. 40). This required researcher to be fully aware
of values or norms of the group. Such consciousness to the research participant was to wear
similar attire of the people in the group and speaking their language. During the field work, |
wore similar clothes with the members of the researched organisations. | wear white top and

dark bottom every Monday and Batik {Indonesian textile} every Friday.

Further, as a researcher | demonstrated “respect for the person” (Fetterman, 1998, p. 47). As
the participant provided favour to the researcher, such as their time, | always attempted to
get well prepared with the time scheduie. During every interview, | showed the appreciation
that the participants had their own duty to be completed. | often looked at the participant’s

body language, including their sight to the watch indicating that interview should be stopped.

The recording of the interview was dependent on the situation of the interview. The formal
interviews were recorded with digital voice recording, subject to consent of the interviewee,
During the fieid study, | could gain 100% agreement from the interviewees to have our
conversations recorded. The use of a digitai voice recorder has provided a more accurate
account of an informant’s comments, However, researcher was aware of undue stress and
concern of confidentiality for the interviewees {Fetterman, 1998). in order to cope with such
condition, prior to the interviews, the researcher gave a brief expianation of the research and

its benefits for the organisation. The consent form was aiso distributed to each participant.

The researcher utilised the digital voice recorder not only during the interview hut also prior
and after the interview. The pre interview recording documented the description of the

objective of interview, the connection of current interview with previous ones, the expected
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information to gain, and the commencement of the interview. The post interview recorded
non-verbal aspects, such as body language and intonation, and assessment of the

interviewee’s responses during interview, whether she/he is exposed or concealed (Scapens,
2004).

All the recorded interviews were self-transcribed to allow in depth analysis as the transcription
progresses. It is argued that by transcribing oneseif the field worker may have a better feeling
for the data (O’Dwyer, 2004), The transcription was usually commenced in the evening after
the office hour, It took 10 hours to transcribe the first interview, which lasted for 1.5 hours.
However, the more frequent of transcribing the quicker the process. In average, it took 6

hours to transcribe a 1.5 hour interview.

Meanwhile, information gathered from the informai interviews was stored in the researcher’s
field notes. This recording time took place during Junch time or after office hour in order to
maintain unobtrusive information collection. During the field work, the researcher usually
utilised the lunch time to take notes of informal interview. This immediate recording was
aimed to minimise errors and inaccuracies of retrieving of what has been said during

conversation.
5.5.4. Artefacts

During the field work, the researcher aiso utilised artefact as source of evidence. Indeed,
artefact has become a unique feature of an ethnographic approach {Creswell, 2007}, which
includes language, jargon, metaphors, stories, myths, legends, scripts, ceremonies, and
physical arrangements, such as dress and decor {Ott, 1989). Mission statement, flyers and
posters, and PowerPoint presentations from meetings were other artefacts for this research.
For example, at the Tax Service Office, some new posters of anti corruption were displayed at

the lobby. This may be aimed to change the image of the Tax Office to the pubiic.

As this research involves the study of culture, the artefact is essential to explore the espoused
culture within the case organisations. Claver et al., {1999} recommend the commencement of
physical analysis of the public body because this may detect at first glance the material
symbols of the organisation. For example, different office layout and facilities may represent
different hierarchy within the case organisations. The office location may also imply its

importance within the Ministry.
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Another important artefact is the use of jargon by the members of organisation, which couid
usually be understood among them. The term of “teknis’ and ‘non-teknis’ division to refer to
lucrative versus non-lucrative unit is one of the jargons widely used in both case organisations.
Others refer these as wet versus dry place. The former refers to section or division, where a
big amount of money is managed {such as tax appeal unit at Tax Office) and the latter to the

units which hold fewer funds (such as general affair section).
5.6. Data Analysis

After data and information were collected from the field work, the consequent phase was to
make sense of them. It has been argued that data analysis in ethnographic studies is not
separated from other research process {Hammersley and Atkinson, 1995). it may start prior to
field-work stage and continue through to writing up process. Creswell (2007) suggests some
practical steps of data analysis, namely: data preparation and organisation, data classification,
and data representation. Marshall and Rosmann (1999) advise two main processes in
analysing qualitative data, namely data reduction and data interpretation. The former
encompasses its sub activities, which are organising data, generating categories, themes and
patterns, coding data. The latter comprises of searching for alternative explanation and writing
up. Another approach of qualitative data analysis includes data reduction, data display, and

data interpretation, as suggested by Huberman and Miles {1994)}.

Despite differences in naming the stage of qualitative data analysis, there is commaon
understanding among researchers that in the practice those processes are somewhat
overlapping (O’'Dwyer, 2004); iterative and not sequential (Creswell, 2007); and iterative and
progressive {Seidel, 1998). in this research, the data analysis process included some steps as

aforementioned, namely: data arganisation, data reduction, and data interpretation.

As previously mentioned, mast of the research data were collected during the field work. This
included three main categories of information. Firstly is in form of research notes, which
contain observational material and interviews. This includes transcripts of interviews,
interview notes, field journals, field notes. Secondly, is in form of documentation, such as:
booklets, press releases, job descriptions, press cuttings on contextual and background of the
researched. Lastly is in form of diary reflections, which captured researcher’s feeling, emotion,

thought, and interpretation of phenomena in the field study.
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Later, the empirical findings of the research are written up in thematic sequence, following the
bureaucratic reform framework (see figure 2.4 in chapter 2}. Chapters 6, 7, and B are ordered

in association with the 1%, 2™, and 3" pillar of the reforms, consecutively.

Throughout the thesis, both the first and the third person are used simultaneously. The use of
the first person is particularly associated with the qualitative nature of this research {Creswel,
2007; Bryman, 2008). it is argued that to maintain the interpretive epistemotogy of the
research, the use of the first person in writing up the qualitative research is suggested
{(Bryman and Bell, 2008). Moreover, the reflexivity of the ‘voice of the researcher’ can be

pursued by writing up the research in first person {Lutton, 2010).

It has been argued that research must be scholarly rigorous to be considered as an academic
contribution {Bryman, 2008). Some authors {such as Creswell and Miller, 2000) suggest that
the issue of rigor is different between quantitative and qualitative inquiry. These authors
recommend nine procedures to maintain qualitative research credibility, namely triangulation,
disconfirming evidence, researcher reflexivity, member checking, prolonged engagement in

the field, collaboration, audit trial, thick and rich description, and peer debriefing.

This research utilises three of the above mentioned procedures, namely triangutation,
prolonged engagement in the field and generation of thick and rich description. The first
procedure, which Creswell and Miller (2000) defines as “the search for convergence among
different sources of information” {p. 126), is fulfilled with the use of muitiple sources of data in
this research. As discussed in section 5.5, this research utilised documentation and archival
record, artefacts, interviews and participant observation as the sources of data. This has
provided me with more accurate findings and conclusions. This also enables the investigator to
deal with a broader range of historical, attitudinal and behavioural issues more accurately {Yin,

2003).

Secondly, the researcher stayed at the case organisations for a prolonged period. This length
of field work, as suggested by Creswell and Miller {2000}, is required to gain repeated
observation of the research object, by which researcher “build trust with participants, find
gatekeepers to allow access to peopie and site, establish rapport so participants are
comfortable disclosing information, and reciprocate by giving back to people being studied”
(p. 128). Although it has not been agreed what the minimum time of prolonged engagement

is, a study adopt an ethnographic case study should spend from four months to one year in the
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case or site (Creswell and Miiler, 2000). in this research, a period of four months was
dedicated for data collection in the case organisations, The fact that | became the member of
the case organisations from 7.30 am to 5 pm, Monday to Friday, has provided me with an

intensive data regarding the implementation of bureaucratic reforms.

Finally, this research has generated a rich, thick description of the phenomena. This is in line
with the research objective, which is to gain an in-depth and detailed understanding of the

change of control of the case organisations as resulted from bureaucratic reforms.

5.8. Summary

The purpose of this chapter is to elaborate the methodological approaches and research
methods utilised in this thesis and the case organisations. By discussing the underlying
methodological precepts, this chapter also examines the logic and rationale of selected

philosophical assumptions and the fit with the chosen methods.

This chapter also provides the description of the case organisations to give context of the
research. The selection of Tax and Customs Office as the rasearched organisations was due to
their advancement in the implementation of bureaucratic reforms within the Ministry of

Finance. The researcher adopted an overt role during the field study.

The utilisation of multiple sources of data has provided the researcher with a rich explanation
of the bureaucratic reform process at the case organisations. Interviews have been the
dominant source of data of this research. In addition, the involvement of the researcher
through participant observation has allowed the researcher to experience the real life of being

the member of the organisation.

The evidence of the research were analysed and written up in two main themes, control and
cuiture. The following chapters 6, 7, and 8 will present the empirical findings gained during the
period of the field study. The selection of ethnographic methed within case study setting has
provided to gain an intensive understanding of the researched phenomena, which is the

implementation of bureaucratic reforms.
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been a very prominent characteristic of the bureaucratic form of contral within the case
organisations. Atbeit the reforms’ initiatives to reconfigure the hierarchy, it has remained
largely intact due, at least in part, to the influence and inertia of the lavanese culture. it is
reported that one of the bureaucratic reform programmes is to slash the hierarchical levels
within the case organisations in order to expedite the completion of administrative tasks and
decision making processes. The appointment of outsiders as the top leader at both the Tax

and Customs Offices was also aimed to shake the hierarchy {Ministry of Finance, 2008a).

The following section outlines the plans to reconfigure hierarchy within the case organisations
within the reform process. This is followed by an elaboration of the Javanese value of ‘hormat’
or respect and how this has influenced the hierarchy reconfiguration plans within the
researched organisations. The research findings are deployed in support of an argument that
some aspects of Javanese cuiture may support the reform initiatives while others hinder. A

brief summary reprises the important evidence and controversies presented in this chapter.

6.2. Bureaucratic Reform Initiatives to Reconfigure the Office

Hierarchy

According to Weber (1974} a formal hierarchical structure is one of the most commonly
observable features of bureaucratic organisation. It is argued to be a prerequisite for any
bureaucratic organisation to adopt an ordered hierarchical structure to administer its
activities. This characteristic of bureaucracy has become the distinct feature of bureaucracy
compared to pre-bureaucratic forms of domination. Weber categorised three different forms
of domination, namely traditional, charismatic, and rational-legal (Weber, 1974; Hughes-
Freeland, 2007; Tsamenyi, et al., 2010}, Within the first setting, people obey someone because
this person occupies a position which provides historical reasons that they ought to be
fotlowed, such as the monarchy or other inherited leadership positions. The second form of
domination exists when people obey a person with the charisma, which refers to “an
extraordinary quality of a person, regardless of whether this quality is actual, alieged, or
presumed” {(Weber, 1974, p. 295). The chapter focuses on the third form of rational-iegal
organisational arrangement as proposed by Weber (1974}, by which the values of logic,

efficiency, and reason become the basis for the exercise of leadership and authority.

The following two sections elaborated the bureaucratic reform initiatives to reconfigure the

hierarchy of the organisation. First, the researched organisations’ efforts to flatten the long
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due to the requirement for each task to go through every level of the hierarchy, as suggested'
by Weber (1974) that “the principles of office hierarchy and of levels of graded authority mean
a firmly ordered system of super and subordination in which there is a supervision of the

lower offices by the higher ones” {p. 197). Under such circumstances, the hierarchy must be
thoroughly followed.

Therefore, one of the reform'’s initiatives is to slash one of the hierarchy layers, to accelerate
decision making process (Ministry of Finance, 2008a}. One layer of hierarchy was terminated,
which is the position of Head of Coordinating Section. As figure 6.1 illustrates, the current
hierarchical order is relatively flatter; hence the decision making process is shortened. In fact,
there is no universal formula on how many layers of hierarchy should be applied in an
organisation. As Walton (2005} suggests, the complexity of the activities determines the
number of hierarchical levels in an organisation. From the process of job analysis and
evaluation conducted as a part of bureaucratic reform initiative, it is reported that the position
of Head of Coordinating Section generates the least value added to the completion of office’s

tasks {Ministry of Finance, 2008a}; therefore it was terminated.
6.2.2. The Appointment of Outsiders as Leaders

Not only has the bureaucratic reforms modified the lower hierarchy, it has also, more
importantly, changed the top level of the hierarchy of the case organisations. This has been
the initial impetus of the reforms, when two outsiders were appointed to fill the top for these
two most strategic units under the Ministry of Finance. This decision was taken to accelerate
the bureaucratic reform initiatives within the case organisations. Traditionally, there was
reluctance within the public institutions not to promote the career bureaucrat as the top
leader of the organisations (Dwiyanto, et al., 2008). it is, indeed, the nature of bureaucracy
that employment by the organisation constitutes a career for officials {Blau and Scott, 1962);
thus employees are encouraged to develop their careers within the hierarchy ladder; not
outside the organisation (Weber, 1974). Moreover, within the Indonesian context, the rigidity
of the civil service law has deterred the reform-minded politicians to assign the non-civil

servant professionals with high level of integrity, to filt the top hierarchy {Jakarta Post, 2009).

Nevertheless, with her courage and perseverance, the Finance Minister insisted to propose
the appointment of outsiders to become the top leaders for the Tax and Customs Offices. This
proposat was processed by the so called ‘Tim Penilai Akhir'or panel of final assessors, chaired

by the president. This team consisted of the top government officials, including the president
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and his vice president, the Chief of state intelligent body, secretary of state, secretary of
cabinet, and the Minister of Finance, as the proposer (Suara Karya, 2006). Finally, Mr. Darmin

Nasution and Mr. Anwar Suprijadi were appointed as the Director General of Tax and Customs
Office, respectively, on 27 Aprii 2006,

This has been a new era for the researched organisations to have the non-Ministry of
Finance’s bureaucrats to fill the offices’ top hierarchy. As mentioned, both leaders were not

the internat employees of the case organisations, as reported:;

Both Darmin and Anwar are civil servants, but from different career paths. Darmin was
a top economics lecturer at the University of indonesia, while Anwar was former
chairman of the state administration agency. For decades, the tax and customs Chiefs
have traditionally been picked from within the tax and customs bureaucracy. {Jakarta

Post, 2009)
The breakthrough of this unusual appointment has been reported to generate some
immediate positive outcomes. Within one year of this new leadership, the Tax Office has
succeeded to increase the ratio of tax revenue to GDP up to 13.3% in 2007, compared to it was
of 10% in the previous year (Vivanews, 2009}. Another indicator of the improved organisation
performance was demonstrated from the total number of the newly registered taxpayers of

1.7 million taxpayers (ibid, p. 4).

A similar promising condition was reflected in the performance of the Customs Office since the
appointment of Anwar Suprijadi. Under his leadership, the Customs Office could accelerate its
reform initiatives. Two indicators of the success of the outsider appointment strategy are the
increase of the office’s performance and the enforcement of employee discipline {Warta Bea

Cukai, 2008B}.

The appointment of the outsider as the Director Generai of Customs and Excise had also
influenced the working climate. The following statement from the Customs official may

iliustrate the situation of the office under his leadership:

The atmosphere in the office [after Mr. Anwar Suprijadi was appointed as Director
General] is very different...it is really different. Mr. Anwar usually made some
controversial decisions. He did not care [of the effect of his decision]. He had nothing
to lose.

Mr. Anwar easily did what he liked because he was not from the office. 5o, he did not
have burden of the past, he did not have psychological constraint. {Interview with
Head of Centre of Internal Compliance of Customs Office}
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The public also appraised the leadership of these two Director Generals. This is due to their
serious commitment to accelerate the reforms process at the Tax and Customs Office,
particularly to alleviate the corrupt practices within both of the case organisations. For
instance, both Darmin Nasution and Anwar Suprijadi were among the seven recipients of ‘the
2007 people of the year, delivered by the ieading Indonesian rmagazine ‘Tempo’ {Tempo,
2008). This award was presented to those who were judged to have consistently given their

best effort to eradicate corruption in Indonesia.

6.3. The Cultural Dimensions of the Hierarchy

As discussed in the beginning of this chapter, culture is likely to influence the controi system in
an organisation. in the context of bureaucracy in Indonesia, one of the effects of Javanese
culture is on the nature of interpersonal interactions, both in terms of management style as
well as individual behaviour in organisations (Renoe, 2002). As Watson {1998) argues, the
relationship of those “who have power and discretion within organisations both shape and are

shaped by the societies to which they relate” (p. 267}.

The quote from prominent Indonesian scholar, Sudjatmoko {1965}, illustrates the profound
effects of Javanese culture on Indonesian bureaucratic life, particularly on the nature of

hierarchy within the organisations in indonesia.

... the tendency toward paternalistic authoritorianism, the inclination to seek
employment in the civil service, the preoccupation with prestige and status rather
than function and performance, the unquestioning obedience to authority... (in Jones,
1984, p. 156, emphasis added)

Observable evidence of this influence of Javanese culture is displayed in the interaction
between superior and subordinates. In the Tax Office, the Head of Office is called as ‘Pak
Kakap' or ‘Bapak Kepala Kantor Pajak’ meaning head or father of the Tax Office. Similar
practices are exercised at the Customs Office, by which the head office is called as ‘Bapok
Kepala Kantor'. The use of ‘Pak’ or ‘Bapak’ reflects the positioning of superior as a father; thus
requires proper respect from ‘anak buah’ (literally means child} or subordinates. This familial

association is inherent within the Javanese society {Geertz, 1961),

This indicates that higher posts are given very high cuitural value and status in the
organisations studied in this research {Magnis-Suseno, 1997). This influences the way the

employees treat their superior and he/she must understand and respect the obligations that
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his/her status places upon him accordingly (Whitfieid, 2003). For Javanese people, respect for
“social hierarchy is among the most basic aspects of the culture and hierarchy is understood as

being ‘a good in itself” (Geertz, 1960 in Woodward, 2011, p. 235).

The following subsections elaborate the influence of the Javanese culture on the hierarchy of
the case organisations. As discussed in chapter 4 section 4.4, there are two main Javanese
values, namely ‘hormat’ or respect and ‘rukun’ or harmany. This chapter focuses on the value

of ‘hormat’ in shaping the hierarchy and the associated relationships within and between

organisations.

6.3.1. The Influence of Hierarchical Relations with the Public and External Parties:
The Bureaucrats as the ‘Priyayi’

The impact of Javanese culture was evidenced in the relationship between the case
organisations and their clients. The officials tend to adopt hierarchical association with the
users, in which they become the higher leve! with clients filling the subordinate role. Such
observation was evidenced in the survey by an independent assessor, AC Nielsen, which was

reported in the Tax Office’s evaluation (AC Nielsen, 2005b):

Taxpayers perceive that there are still some auditors who feel that they are on top of
everything to make taxpayers ‘afraid’ of them. This portrays the authoritarian style
only with slight change. (Interview with Taxpayer 1}

In sirnilar vein, other clients were not satisfied with the style of the tax officials in resolving

their tax related matters.

When interpreting the regulations, some auditors tend to have their own way of
interpreting the rules and will not accept explanation given by the taxpayer. (Interview
with Taxpayer 2)

when | wanted to explain, | was not permitted to, which made me upset. They didn’t
allow us to clarify although we had the supporting documents. They told us to report
to the Objection Section, which | finally did. {Interview with Taxpayer 3}
Such condition reveals how the bureaucrats position themselves as a ruler not as a service
provider, by which the service was orientated to the needs of authority instead of society

{Dwiyanto et al., 2008). This argument was echoed by the tax official:

To be honest, we [tax officials] are still behaving as the community ruler; as opposed
to society servants. {Interview with Head of Tax Service Office}
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A similar picture reveals itself at the Customs Office, as illustrated by one of the directors:

As mandated by the Constitution, we [civil servants] must be the ‘abdi neguru”o.
However, what happens is the contrary; we complicate the public service. (Interview
with Head of Centre of Internal Compliance of Customs Office)

Another Customs official emphasises:

..employees gave service with ruler mentality ... the Customs officials were identical
with rigidity. (Interview with Head of Personnel Sub-Division at Customs Office)

This unequal relationship between the case organisations and their users cannot be separated
from the history of the Indonesian bureaucracy. As discussed in chapter 2 section 2.2 and
chapter 4 section 4.3, the Indonesian bureaucrats were traditionally positioned as the elite
group within the hierarchy of Javanese community. They are called ‘priyayi’, a Javanese word
which refers to the group of aristocracy as well as the individual who make it up {Geertz, 1960;
Brenner, 1991}. Despite the evolution of its form, this term is still used to distinguish this

group from the peasantry or ‘abangan’ (Geertz, 1960; Mulder, 1994; Amir, 2000).

The seminal work of Geertz {1960) has classified Javanese society into three different
hierarchy, ‘santri’, ‘abangan’, and ‘priyayf’. The first group refers to the pious religious people,
mostly Muslim. The second group of ‘abangaor’ (literaily means the red), is used to refer to the
lower classes, the commoners or the peasantry in Geertz’s term. People who live in villages
and those of a low social and economic status constitute this group. The last caste, which is
perceived as the highest level, comprises of the people who serve the rulers/Kingdoms, such

as the bureaucrats (Geertz, 1960).

This level of hierarchy within the Javanese society is based on the notion of two polar
opposites of social behaviour, ‘afus” and ‘kasar’ (Geertz, 1960; Mulder, 1994; Efferin and
Hopper, 2007; Forshee, 2006; Woodward, 2011}.The former represents “refined, civilised, or
smooth, and connotes a higher status”; while the latter is associated with “unrefined,
uncivilised, crude, or uncouth, and is associated with low status” {Amir, 2000, p. 77). This
implies that the higher hierarchical levels should demonstrate and be treated with the ‘afus’
acts, language, and behaviour, while at the lower levels ‘kasar’ may suffice {(Geertz, 1960;

Mulder, 1994; Efferin and Hopper, 2007; Woodward, 2011}, People who helong to ‘afus’

10 1he interviewee pointed to the symbol of ‘abdi negara’ (literally mean state servants} on his uniform.
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hierarchy may demonstrate ‘kasar’ behaviour to others who are in lower position, not the vice

versa. Therefore, the ‘priyayi’ belongs to ‘olus’ while the ‘abangan’ to ‘kasar’.

The ‘priyayi’, who are in the governmental bureaucracy, perceive themselves as members of
an aristocracy (Geertz, 1961). During the Dutch colonial period, the bureaucracy was
established as the extension of Javanese royal court {Dwiyanto, et al., 2008). This had caused
their main focus was to fulfil the needs and commands of the monarchy. Further back, Geertz
{1965} argues that Indonesian bureaucracy is derived from “the Indic court culture of the
inland Javanese Kingdoms” {p. 78), which “was built around a very intense concern for status;

for smooth, constrained, hyperpolite behaviour” (p. 79). This had established the feudal

relationship between the ruler and the governed.

As the consequences, they are criticised of their self-serving behaviour {Synnerstrom, 2007),
“being lazy, decadent, corrupt, arrogant, and of being perpetually dependent on the good
graces of their superiors in what was perceived as an endiess chain of patronage and
sycophancy” {Brenner, 1991, pp. 76-77). As previously stated by the officials at the Tax and
Customs Offices, the bureaucratic reforms have not dealt with this bureaucrat mentality
within the organisations. As a result, the possibility of unequal and discriminatory treatment
from the officials to the users can still threaten the case organisations’ attempts to deliver

best service to the public.
6.3.2. ‘Bapakisme as the Nature of Superior-Subordinate Relationship

Within the case organisations, the manifestation of hierarchy is evidenced in the association
between superior and subordinate. Based on my observation, this relationship is characterised
with the great reliance from the subordinates to their superiors. Within such circumstance,
employees at the case organisations were deemed to become empowered. | experienced this
situation when | needed to make an appointment to interview an ofticial at the Organisation
Division of the Tax Office to obtain his views on the reform programme. it took me five days to
finally be able to conduct the interview with him. Although some other offucuals would have
baen capable of providing the required information, they were not willing !to be interviewed

because the division head was not present:

We better wait until ‘Pak Kabag’ [Head of Division] is back from hIS a,gave | q_a” not
make any decision without his approval. {Interview with Deputy Hgad of Organisation
Division of Tax Office)
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This condition of being not empowered is illustrated by Katz and Kahn {1978, p. 222) as the
great waste of human potential;

“[Bureaucracy] is an instrument of great effectiveness; it offers great economies over
unorganised effort; it achieves great unity and compliance. We must face up to its
deficiencies, however. These include great waste of human potential for innovation
and creativity and great psychological cost to the members.” {in Adler, 2012, p. 247)

By nature, within such a hierarchy, the reliance of employees to the higher officials is
significant. The ordinal structure of authority and decision making within a hierarchy creates
the centralisation of decision making by top management. It is the extent to which “the
authority for decision-making rests at the higher levels in the organisation” {(Horvath, et al.,,
1976, p. 66). In a hierarchical organisation, an employee cannot make his/her own decisions
without checking with anyone else {Hall, 1963). This procedure is argued as the underpinning
philosophy of bureaucracy (Pugh et al., 1968). By following a hierarchical order of authority,
bureaucracy provides a solution to the problem of delegation and related exercise of
discretion, which is more impersonal compared to a patronage based style of governance

{(Willmott, 2011).

Furthermore, within the Javanese setting, the requirement to give proper respect to the
higher level of the hierarchy has generated an increased dependency of the subordinate on
his/her leader that goes beyond what would be the case in a typical Western bureaucracy.
This dependency is just like a reliance of a child to his/her father or known as ‘Bapakisme’or
‘Fatherism’. As Jackson {1978) suggests, this need for dependence is one of the main forces
motivating Indonesian life. The practice of child rearing among Javanese may encourage this
dependency (Geertz, 1961; Jackson, 1978). It is the period of life of Javanese people when
parents must satisfy their child’s whim and cry and constantly held and caressed their child.
Geertz (1961} observed that parents should be blamed if their children cry for a jong time

without immediate action from them; they can be labelled as inappropriate parents.

This dependency of a lower level hierarchy is also shaped by the necessity of showing respect,
which require the lavanese people to behave ‘andap-asor’ or “to humble oneself politely and
demonstrate correct behaviour” {Efferin and Hopper, 2007, p, 228). This attitude of ‘ondop-
asor’ results from the positioning of one-self as inferior (Woodwards, 2011). Therefore, a
Javanese person must understand his/her position against others {Mulder, 1934) to be able to

behave and speak appropriately to show respect. There is a potential occurrence of

129



Chapter Six: Hierarchy and The Javanese Valiues of Hormat’ (Respect)

‘sungkan’ or feeling of reluctance if someone fails to behave ‘andap-usor’ (Geertz, 1961). This
may, in turn, encourage Javanese children to be passive, obedient, and be dependent (Geertz,
1961). In superior-subordinate relationship, this father-child association is also reported, as

Yudianti and Goodfellow {1997} note:

-.most subordinates lack an appreciation of basic initiative. This is compounded by a
pervading spirit of passivity, which manifests itself as a lack of self-confidence. it is a
dominant theme across most of indonesian society, and is believed to resuit from a
strong tradition of paternalism and feudalism, particularly in Java. {p. 106}

Another implication of demonstrating ‘andap asor’ was evidenced at the Customs branch
office. In particular, this is due to the great dependency of those occupying positions in the
lower hierarchy to their superiors. In this case is the reliance of the Customs branch offices to
headquarter. Although this particular branch was given significant authority, as part of
bureaucratic reform initiatives, to deal with Customs clearance service at the Jakarta port,
several obstacles remain. For example, there was a delayed response from this branch in

processing the case of illegal export due to the office’s dependency to the headquarter.

During my interview with one of the Customs officials, my attention was distracted with a
picture frame hanging on the wall in my informant’s office. It was a newspaper clipping about
his unit’s action to prevent illegal export or smuggling. It was on October 2009, when there
were 23 containers were exported to China, Korea, and Singapore by a company at Makassar,
a city on the Eastern part of Indonesia. On the manifest, it was stated that the containers were
loaded of woods for flooring. An intelligence officer found certain discrepancies between the
information inputted in the inward and outward manifest documents, such as unexplained

differences in the weight of some containers.

The analyst recorded his examination in the ‘kertas kerja’ or worksheet of analyses. Later, this
document was submitted to my interviewee, which was the Section Head, Based on the
recommendation made by the analyst, the Head of Section requested his surveillance officials
to perform container scanning (both the X and Gamma rays). The scan image of the containers
showed that the containers were loaded with rough logs instead of flooring boards. After
consulting with the division head, the Section Head gave an instruction to seal and detain the
containers. Later, the office requested an agent from the exporter to be present at the port for

the physical examination of the containers.
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The process of physical examination involved an expert from the Ministry of Forestry deciding
what type of logs had been loaded in the containers. This examination was overseen by the
Enforcement Section. My interviewee also attended this process to follow-up his section’s
recommendation. It was found that the containers were loaded with preservation timber of
hundreds of years of age from the Papua forest, the most Eastern Istand in Indonesia. The

Section Head of Enforcement made the physical examination report and conducted necessary
actions to follow-up the finding.

However, this case remained unresolved for almost one year. The delay occurred because the

branch office could not conduct further action without any guidance from the headquarter.

We wait for the guidance and direction from the centre [headquarter]. We don’t want

to be foolish not to have endorsement from them. {Interview with Customs Intelligent
Officer}

Essentially, one of the bureaucratic reform initiatives was the separation of function to avoid
the conflict of interest (Ministry of Finance, 2008a), such as the clear cut of authority between
head quarter and branch. With the implementation of bureaucratic reforms, headquarter only
plays as the centre of policy making and analysis and the implementation and executing
process only carried out at the branches or Regional Offices. One of the examples of the
division of the authority is shown in the new office structure of the DGCE, where the head
quarter functions as the Centre of Policy Making and Analysis and ‘merely’ conducts back

office activities, not the front office operational activities.

From the above example of the illegal export, it is implied that this segregation of function
within the office hierarchy was ineffective. The branch’s persistent reliance on headquarter
continued and hampered the implementation of the organisation restructuring within the case
organisations. This is a typical attitude of indonesian bureaucrats, evidenced elsewhere in the
field research, involving an excessive concern to rely for guidance from the superior before

deciding any official matters, resulting from Javanese value of "hormat’.

The ‘Bapakisme’ relationship between upper and lower hierarchy has increased the
dependence of the latter to the former. This habit of asking for guidance is reflected in the
office document from the lower to the higher level of hierarchy in Indonesian bureaucracy.
such letter or memorandum are mostly ended with a specific sentence of “mohon petunjuk

Bapak lebih lanjut” or “please kindly provide further guidance” (Dwiyanto, et al, 2008). This

131



Chapter Six: Hierarchy and The Savonese Voiues of Hormat’ (Respect)

demoanstrates the requirerent for Javanese people to humble oneself politely {Efferin and

Hopper, 2007); however this eventually creates strong dependency of the subordinates to
their superiors.

At the Tax Office, the hierarchical order is taken for granted by the employees at the lower
level. It has been everyday’s practice of the organisation that a subordinate is positioned as
the object, rather than a subject. Furthermore, there has been a convention among the

organisation member that a subordinate must not argue with his/her superior's command, as

illustrated by one of the subordinates:

There is an unwritten rule, which says: first, the superior is always right and second, if
the superior makes mistakes see the first rule. Therefore, a superior is an absolute
boss, whose words are command and | am just a peasant...who cannot do anything
but to obey him/her. {interview with Staff at Tax Office)

The above illustration from the Tax Office is similar to what is reported in the work of Adler
and Borys {1996):

Asymmetry of power between managers and employees aliows managers to play a
dominant role in shaping the extent and type of formalisation. The same
asymmetry alfows people in higher positions in the organisationol hierarchy to deffect
attribution of responsibility for negative outcomes down the hierarchy more easily
than subordinates can deflect responsibility upward, conversely, subordinates can less
easily claim credit for positive outcomes. (p. 80, emphasis added)
in fact, Weber already warned against such blind obedience of a subordinate within a
hierarchy, as he stated “an official who receives a directive which he considers wrong can and
is supposed to object to it” (Weber, 1994, in Willmott 2011, p. 282}. Further, Weber (1994)
refutes any claims that bureaucratic principle is effectively adopted when the bureaucrats

“autornatically carry out instructions and refrain from voicing any objection” {ibid, p. 282).

This condition within the Tax Office is exacerbated by the Javanese norm of respect which
prohibits the subordinates to make their own decision with no recognition and approval from
the one who holds power. In a rather extreme condition, some even regard such conduct of
subversion as a sin (Robertson-Snape, 1999). This leads to criticism of the application of
hierarchy in the Javanese setting, which creates the subordinates as a ‘yes man’ (Dwiyanto, et

al,, 2008}, just like a Javanese puppet {Darmaputera, 1994):
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Every puppet is assigned a specific role to play. That is why narima [nrimo), voluntarily
acceptance of one’s assigned role, is one of the most important virtues for the
Javanese, (in Antlov, 1994, p. 74)

This form of hierarchy at the Tax Office had also created a negative impact of the
implementation of the bureaucratic reforms due the absence of feedback to improve the
system. The generation of the RKO (Rencana Kerja Operational or Operational Work Plan) at
the ‘Gangsar' Tax Service Office may verify this argument. In the Gangsar Tax Service Office,
the RKO was introduced since 2009. it consists of each individual day-to-day operational
activity for the whole one year. When conducted the field work at this office, | learnt about
the RKO book of the office, which is comprised of hundreds of pages of people’s activities. The
Office Head clearly explained the need of the RKO as a tooi of measurement in order to

enhance the commencement of bureaucratic reform initiatives at the office.

It is almost impossible to implement bureaucratic reforms without having a

measurement tool. How can a Head of Office, like me, control my employees with the

absence of measurability? {Interview with Head of Tax Service Office)
The success of RKO was realised and acknowledge by the Tax Office Headquarter. The
outcome of RKO was the increase of tax revenue realisation that exceeded the office target at
the end of December 2009. The office was alsc awarded as the best Tax Service Office on the
regional area of central Jakarta. The Head of Regional Office suggested other operation offices
under his authority to adopt the RKO as their measurement tool; he claimed the generation
and the implementation of the RKO at Gangsar Tax Service Office have provided a clear
guidance both for the employees and management in achieving the organisation target

(Majalah Berita Pajak, 2010).

The fact that RKO was submitted to the higher authority, in this case it was to the respective
Regional Office; it made the hierarchy within the Tax Office worked better. As argued by Grey
and Garsten, {2001), the control and monitoring process are better ensured within the
hierarchical control. This claim is based on the logical consequence of hierarchy that the lower
levet is under control of the upper bureaucracy (Blau, et al,, 2000}. The Head of Gangsar office
explained that he was required to sign and submit his office’s RKO to the Central jakarta

Regional Office.

This [RKO] has become a medium of monitoring...it demonstrates my willingness to be
monitored by my Head of Regional Office. This [RKO] is submitted to my Regional
Office, [consequently] it is the same as saying “please manitor and supervise me, this

133



Chapter Six: Hierarchy and The Javanese Values of Hormat’ {Respect)

is our \:vork plan, it is a form of the head office’s commitment ex officio, not my
commitment Hence, whoever is assigned as this Office’s Head cannot escape from this
commitment. {Interview with Head of Tax Service Office}
Despite the RKO's positive impacts, employees expressed their grievance of the demanding
task of creating and completing RKO. However, when the Office Head was asking the Section
Heads of their progress of finishing the RKO, nobody voiced any complaints. The Office Head

himself was aware of this problem of internal communication in the office, by saying:

... people usually said ...”oh no, what else of works given to me by my boss”... others
said “that [the work] is more relevant for me”...but this is concealed...not being
disclosed...others only display grievance “why this work always come to me, not to

others”..What happen next? it could explode. (Interview with Head of Tax Service
Office)

The closing down of such conflict is typical of the Javanese culture, which requires respect,
particularly to senior members of organisation. Thus, as suggested by Tsamenyi, et al. {2008),
employees attempt to conceal any coniticts and negative feelings and therefore dysfunctional
behaviour is hardly ever overtly demonstrated. in similar vein, Whitfield (2003 in Tsamenyi, et
al., 2008} discovered that employees in indonesian organisations are reluctant to discuss, or
even ask, to his/her superior about their own duties. Such complaints or criticisims may reflect
disrespect to those who are in the higher level. They prefer to express their disagreement with
their colleagues within the same hierarchical level. The fact that such disagreement was

disclosed to the researcher may verify this argument,

As investigated by Jackson (1978}, Javanese culture values “indirectness, subtlety, and the
repression of open emotion, and derogates any overt expression of disagreement with the
plans of a superior” {p. 37-38). In the organisations, any problem should be solved by the
subordinate without informing the superior, which, as a result, spares him the unpleasant
experience of receiving bad news. Such condition may, gradually, hemper the improvement of

systemn or process due to lack of feedback, especially to the superiors.
6.3.3. A Different Perspective on the Reforms and Hierarchy at a Local Tax Office

A rather different adoption of hierarchy was evidenced in the ‘Gangsar’ branch Tax Office,
where | did part of my field work. Here the effects of the reform process on operations within
a particular branch were markedly different to other instances of superior subordinate

relationships. It is not by coincidence that this may be due to the fact that the Office Head is
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not of Javanese extraction — but from the ‘Minang’ culture, He is, in fact, concerned with the

office’s culture, which still tends to reflect the patrimonial nature of the lavanese culture, as
he states:

The Indonesian people, as a result from long period of colonisation, do not possess a
free mind thinking...This [condition of suppression of feelings and perhaps thought)]
mostly occurred on Java island or other areas which still maintain the monarchy [as
the paramount authorityl, which is characterised with strong feudalism. This has also
shaped the culture of our organisation. (Interview with Head of Tax Service Office)
The influence of Javanese culture on the organisational culture of the Tax Office was fully
acknowledged by the Gangsar Office Head. He, therefore, introduced some rather
contradictory initiatives to shake this organisational culture. His confidence was inspired by
the indonesian founding father, Sukarno, who urged Indonesian people to fight against
feudalism in order to regain people’s freedom of speech. Indeed, as this demand came from a
Javanese, who was raised in Javanese culture, it is implied that this cultural change is not

impossibie.

it is remarkable that a man like Sukarno, who was raised in Javanese culture, can
speak like that [to ask people to have a free mind]; he persuaded people to express
their feelings and ideas. (interview with Head of Tax Service Office)

The following narration illustrates some of the attempts made by the head Gangsar Tax
Service Office. When | visited this office for the first time, alt employees were gathered
together for a monthly meeting. This meeting was held as the media for the Office Head to
disseminate his vision and to gain people’s commitment to achieve that vision. Three
employees delivered their presentations about the office’s strategic model, current office’s
performance, and empioyees’ disciplines, The Head of Office were sitting at the back; he
listened attentively to his employees’ presentation. At the end, he gave a concluding remark

about office’s current progress and future challenges.”
Following this meeting, | conducted an interview with the Head of Office who explained:

i deliberately gave my words at the very end of the event. This has given opportunities
to my friends to speak. This has also given confidence to them. Consequently, it has
estahlished employees’ participation. If | speak first, they would tend to keep silent
and only listening to me; this will cause a one way communication. (Interview with
Head of Tax Service Office)

11 pirect observation at Gangsar Tax Service Office.
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His approach might be influenced by his native ‘Minang’ culture, which is originated from the
island of Sumatra. This ethnicity of coastal Malays comprises of 7.5% of Indonesian population
{BPS, 2010). Regarding the Head of Office’s egalitarian approach, this may be inspired by the
values of his culture which requires people to ‘duduk sama rendah berdiri sama tinggi’ orin
transtation ‘we are equally low when we sit and we are equally talf when we stand up’
{Dwiyanto et al., 2008). This value is different with the Javanese value of *harmat’, which

requires the subordinates to give respect to their superiors, as they are in different
hierarchical order.

Another intriguing feature of this Head of Office’s leadership is also displayed in the day to day
life of the organisation. He always refers to his subordinates as ‘teman-teman’ or friends or
colleagues. This differs to the tradition of official bureaucratic language, which demand
superior to call his subordinates as ‘@nak buah’ or child. It could stimulate the atmosphere of

egalitarian; thus there might be likelihood for participation to flourish.

Further, during my fieldwork, | was also involved in a meeting to select the best employee in
this office®. Each participant gave input and idea of how the measurement of people’s
performance should be done. The Head of Office challenged them to finish the process within
the next two days,. | feel that the Office Head has built a good foundation of democratic
practices in the office, such as to encourage people to give their voice and challenge

others’ argument. Later in our interview, this leader explained that a leader should work
together with his/her followers. He refers his approach to his cultural values of ‘duduk
basamdo’, literally means sit together. This norm of the ‘Minang’ culture requires a leader to

visit his/her constituencies, sit together with them, and listen to their concerns.

The following narration from the Office Head may also demonstrate his initiative to encourage

participation. He illustrates what happened during the office’s first in-house training session:

| was completely used in that four-day training. | became an object, | was humiliated,
everybody can do anything to me...it was no problem for me,..the most important
thing is togetherness. And | could show to my friends [his employees] that even
though the training instructor was my former subordinate... | deliberately convey to
them that we can learn from anybody, including from our own subordinate. Well, |
demonstrate to my friends, he [the Head of Office] is willing to iearn from his inferior.

Gradually, people who were not brave to speak before in public became able to do so.
People who used to be silent and did not dare to say something, they now dare to

2 pirect observation at Gangsar Tax Service Office.
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speak up. | attempted to open up their free minds. Anyone can freely speak up
therefore the results were remarkable, new ideas flow. Their energies were like to
explode. {Interview with Head of Tax Service Office)

The above attempts to reconfigure the implementation of hierarchy within the Tax Office were
not without challenge. One of the inevitable deterrence of the change was the
‘unmovable’ Javanese culture within the employees, as revealed at the event of the ‘one-day-

done’ task force in the Tax Office as discussed in the following.

During my fieldwork, the volume of work was increasing rapidly due to the approaching
deadline for submission of tax returns. Therefore the Office Head established a task force, the
‘one-day-done service’ task force, at Gangsar Tax Service Office. This ‘one-day-done service’ is
a new mechanism of administering the tax report submission. Within this task force,
employees have to work in a cross-functional team. This team consisted of empioyees from
different sections with the Tax Service Office and they were placed in a particular room near
the lobby. In total there were 40 employees in this team and each of them was given a
schedule to involve twice a week. The Office Head usually checked the activities in this task
force war room, as they call it. On one occasion, he found that there were only two employees
at the room as opposed to 10 members that should be there each day. He asked one of the

task force ieaders:

Where is everybody else? Why do you do nothing to solve this? {Head of Tax Service
Office)™

The task force leader replied:

| feel ‘sungkan’ to ask Joko™ [a Tax Office staff] to come down [to the war room] since
he is not my subordinates. (Head of Supervision and Consultation Section)*

The above reaction from one of the taskforce team leader may imply the persistence of the
lavanese culture within the employee despite of the office’s initiative to cut the hierarchy. As
previously mentioned in the early paragraph of this section, Javanese people are required to
display proper respect to others. in this case, the Head of Section would be labelled as

disrespect if he directly asked A without, firstly, asking A’s direct superior. This situation is

2 participant Observation at Gangsar Tax Service Office.
 pseudonym.

3 1hid.
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called ‘ngelangkahi’ or step on someone’s head, which is regarded as disrespectful and
impolite.

6.3.4. Hierarchy at the Customs Office: The Persistence of the Feeling of ‘Sungkan’

As discussed in section 6.2.2, one of the bureaucratic reform initiatives to reconfigure the
office hierarchy was to appoint external civil servant as the Head of the Customs Office. The
office has a belief that the career bureaucrat within the organisation will feel ‘sungkan’ or “a
feeling of respectful politeness before a superior or unfamiliar equal” {Geertz, 1961, p. 114} in
commencing his/her duties. It was a significant break with tradition to appoint an outsider as
the leader of the Customs service. Such conviction to change the atmosphere within the

Customs Office was noted among customs staff.

Mr. Anwar is an outsider, he was appointed by the Minister from outside. $o he was
not indebted of his past {within the officel. Since then [since his appointment] we
were strict to the rules, no more compromise {of deviation}]. {Interview with Head of
Personnel Sub-Division at Customns Office)

One of the most prominent actions from this Director General of Customs and Excise was to
ask the law enforcer from 'Kornisi Pemberantasan Korupsi’ (KPK} or Commission on Corruption
Eradication to conduct an impromptu inspection at the Customs Office. This action became the

headlines for a story that demonstrates courage from this leader.

Some 50 KPK officials, headed by Jasin and deputy chairman for investigation Chandra
M. Hamzah, raided the excise and Customs Office in Tanfung Priok, North Jakarta, last
Friday. "We found four officiais involved in bribery, and 20 others in violation of
regulations. We will question the four while proposing that the excise and Customs
Office dismiss or transfer the other 20," Jasin said. The KPK found envelopes
containing between Rp5 million {GBP 360}'® and Rp1S million [GBP 1,080] in cash, and
bags with up to Rp25 million [GBP 1,800). Each envelope bore the name of a company
and the words, "uang makan" (meal allowance}. According to the KPK, the state
incurred losses of Rp12.5 billion a month from bribery practices involving the four
officials {The Jakarta Post, 2008, p. 1)

The Director General of Customs and Excise, himself, justified his initiative by stating “surprise
inspections could instil a culture of discipline in officers” (Jakarta Post, 2008, p. 1}. However,
this leader’s action was strongly criticised by his employees. One of their objections was

regarding to the feeling of being betrayed by their own leader, as stated by one of the officials:

' calculated by using current exchange rate 1 GBP=Rp 14,000.
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This feeling of ‘sungkan’ has also caused some hindrances of the commencement of the new
function of the internal auditor. The establishment of the Internal Compliance Unit marked the
launch of the reform programme at the Customs Office. This new unit was expected to
evaluate any organisational unit’s performance. However, the nature of hierarchical structure

of the organisation combined with the values of ‘sungkan’ undermines its effactiveness. As
stated by one of the pioneers of this unit:

i think the structure of this unit [internal compliance unit] is not ideal...when this unit
is still structured under the Head of Office there will be reluctance to evaluate officials
in the same level of hierarchy or above. One of this unit’s tasks is, indeed, to evaluate
the Head of Office’s performance, but it is hindered by our culture. (Interview with
Head of Internal Compliance Section of Customs Office)

Another implication of the persistence of the feeling of ‘sungkan’ was the undermining of

some innovative ideas, which come from the employees. The following interview may

illustrate such condition:

...to commence our task [as internal compliance unit], we proposed to have an
attachment in one directorate...we directly ask approval from the Director General
and he enthusiastically agreed with our ideas. He even directly took us to the destined
Directorate. In front of him, the Director was agreed to help us. However, the
attachment was never realised because of the Director’s refusal of having us conduct
attachment on his office... We were puzzled, how come he behaved contradictory
with what he had said in front of the Director General. He [the Director] responded:
“Well, | did not dare to say no in front of the Director General.” {Interview with Head
of Internal Compliance Unit of Customs Office}

The above situation is an ilfustration of how Javanese people tend to say yes, when one
actually has no intention of fulfilling a request {Jackson, 1978}. For Javanese, as this author
argues, it is important to conceal all overt sign of discordant feelings. This is more important
than to face the potential accusation of lacking sincerity. As a result of their preference to
conceal their true feelings, Javanese peopie are often acknowledged as difficult to
comprehend {Sutarto, 2006). People rarely openly disagree or argue with each other face-to-
face. To Westerners they might seem indecisive or evasive in the ways they do not respond to
questions with “yes” or “no” answers but, rather, with “maybe” or “not yet.” Indonesian

etiquette involves a formal politeness to others that requires deference {Forshee, 2006, p. 55).

In the bureaucratic setting, this indirectness and the preference to circumvent personal
conflict may force policy makers to function in the absence of self-correcting feedback for
their policy initiatives; thus generates top-down, one-way flow of communications {Jackson,
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1978). Consequently, “negative feedback usually comes too late, and failures are so

Catastrophic that the entire policy should be suspended” {Jackson, 1978, p. 38).

6.3.5. Implications of the New DGs Speech for the Nature of Hierarchy at the Tax
Office: ‘Hormat’ and Indonesian Bureaucratic Life

The leadership of both Darmin Nasution at the Tax Office and Anwar Suprijadi at the Customs
Office lasted for less than 4 years. The former was appointed to another Indonesian public
institution; while the latter was retired. The new Director General of Tax, Mr. Tjiptardjo, was
officially appointed on 28 July 2009 (Kompas, 2009e). Meanwhile, Mr. Sugijata, who took
control of the Customs Offices, took his oath on 31 December 2009 {Kompas, 2009f}, two
months prior to the commencement of my field study at the case organisations. This
succession has provided me the opportunity to compare the implementation of hierarchy

under different leaders both at the Tax and Customs Offices.

Concerns were expressed about the new assignments given to Mr. Tiiptardjo and Mr. Sugijata.
In part, this was apparently due to their both being career bureaucrats, as expressed by one of

the members of parliament:

We're worried that if one day ‘tax Chief’ Darmin Nasution or ‘customs Chief’ Anwar
Suprijadi leave office, Mulyani [the Finance Minister] will have difficulty finding their
replacements. The integrity of the current career bureaucrats is mostly still in doubt,
{}akarta Post, 2009)
The new Director General of Tax had been a senior official at the Tax Office for many years, He
was assigned as the Director General only three years before his retirement age. He was born
in Centrat Java on April 1957 and he started his career at the Tax Office in August 1975. Based

on both his age and years of service, he was regarded as the most experienced official among

the top management, as one empioyee states:

Bapak Dirjen [Mister Director General] is the most senior person on his femployment]
batch; therefore he gained respects from everybody. {interview with Head of Tax
Service Office)

it is typical in the Indonesian context that the hierarchy is ied by the one who is the oldest or
the most senior. The Javanese refers to them as ‘yang dituakan’ or ‘'sesepul?’, literarily means
the eldest {(Muider, 1994}. The writer further suggests that the elderly respected man, the

‘sesepulr’, is a term of reverence for both knowledge and moral/ethics; therefore he/she is
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and non-verbal communication. As the consequence of the Javanese value of ‘hormat” or
respect, any Javanese individuats should be aware of their status and tasks and honour and
respect those in higher levels whist maintaining to be benevolent and responsible for those in
lower positions (Magnis-Suseno 1997}). The values of respect perform as a guide to social
behaviour in many different settings, such as toward government officials, in the schools, in

the poilitical parties, in relationship among neighbours, among others {Geertz, 1961}, including
what was demonstrated at the Tax Office.

Within Javanese society, the real application of ‘hormat’ is reflected in the use of different
types of language. This is, indeed, one of the unique features of Javanese culture which is used
to demonstrate respect within hierarchical relations {Geertz, 1960). The work from
Sawarjuwono (1995) carefully summarises this different use of Javanese language level, which
shows the complex relationships in Javanese hierarchical settings. According to this author,
the most respected person, for example the royal family, who automaticaily belongs to ‘alus’
or refined hierarchy, should be communicated in ‘krama inggil’, the highest level of Javanese
language (Geertz, 1961). This level of language is spoken to demonstrate respect because the
opposite speakers are older, possess more wealth, or have higher official rank. The second
level is the ‘krama madya’, literally means middle language. This is used among colieagues,
particularly in a bureaucratic setting. 1t can also be used in informal dialogue, when speakers
want to display a sense of respect as well as maintain a relatively more egalitarian language.
Lastly, the ‘wong cilik’ or commoners which are placed within the ‘kasar” or uncouth

hierarchical level, gain ‘ngokc’ language.

According to the Director General of Tax, this value of respect was regarded as one of the
critical values of the office. Failure to demonstrate this norm is labelled as impolite and
improper or does not follow the ethics of the office, as stated in the office code of conduct
that employees are obligated “to behave, appear, and speak politelv” (DGT, 2011). This
emphasis to demonstrate polite conducts and behaviour is, indeed, the objective of Javanese
teaching. This norm, according to Geertz (1961), distinguishes mature Javanese people from
those who are not. One is considered as ‘durung Jawa’ or not yet Javanese before he/she can
demonstrate polite behaviour, such as delivering proper respect. The Director General’s
concern for the need for politeness stems from Javanese ‘tata krama’, which is the collection
of Javanese etiquette, including gestures, the way of shaking hands, and content and forms of

speech (Magnis-Suseno, 1997). The ‘tata krarma’ plays an important role to regulate
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interactions of Javanese people with other members of Indonesian society, particularly within
their rigid hierarchical orders (Mulder, 1994}

Therefore, the building of this value in every child has become one of the most essential roles
of any parents within the Javanese setting. As mentioned earlier in chapter 4 section 4.5.1,
within the javanese family, the value of ‘hormot’ or respect is developed since the early
childhood period. Parents are required to teach their children the value of ‘hormat’ by
introducing the conceptions of ‘wedr, ‘isin’, and ‘sungkan’, which represent three different
feeling states to demonstrate proper respect {Geertz, 1961; Beatty, 2005). The first
internalisation of *hormat’ is by teaching a child to be ‘wedi’, means afraid of ghosts, afraid of

being punished by the father, and afraid of the presence of strangers.

As a child reaches three years old, he/she is taught to be ‘isin’ or shy or ashamed or
embarrassed or guilt {Geertz, 1961). This feeling of ‘isin’ can be iflustrated when children feel
shy in the presence of guests in their home; they usually withdraw themselves with shyness

and become compietely unresponsive {ibid, p. 111).

The last stage of demonstrating proper respect is to be ‘sungkan’ or in rough definition it is “a
feeling of respectful politeness before a superior or unfamiliar equal” (Geertz, 1961, p. 114).
This distinctive value of ‘sungkan’ is deemed to be lighter, compared to previous value of
‘isin” or shy. By mastering this last stage of respect, a Javanese child is considered to be a ‘true’
Javanese (Geertz, 1961; Beatty, 2005). This last feeling of ‘sungkan’ will be discussed later as
the basis of superior and subordinates relationship within Javanese setting, such as evidenced

in the case organisations.

Secondly, the Director General of Tax demanded the Office Heads’ responsibilities, as the
higher tevel officials within the office’s hierarchy, to minimise mistakes made by their
subordinates. He elaborated two evidences of this poor condition, including the increase in
the number of sanction and punishment given to the employees and the continuous

complaints from the taxpayers resulted from the incompetent Account Representatives.

| was just provided information by ‘Pak Sekjen’ [Mister Secretary General] that until
today, 15 March 2010, there are 200 tax officials who were given sanctions. in 2009,
there were 516 officials who were punished within the whole year. You can imagine
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this year’s sanction can be higher since only until this first quarter the total sanctions
glven are already 40% of last year’s record. (Director General of Tax)™®
As the influence of Javanese culture to the office’s hierarchy, it is implied that officials on the
higher hierarchy have to take responsibility of their subordinates’ problems. As noted in
section 6.3.2, such responsibility reflects the hierarchy within Javanese family. Parents can be
blamed as irresponsible if something improper happen to their children are, for example when

children cry for a fong time without them taking immediate action {Geertz, 1961).

According to the Director General, the new heads of offices still demonstrate intolerable
carelessness, such as the occurrence of mistakes on office letters and documents. The Director
General blamed the head officials’ ignorance for their failure to properly coach their

subordinates that had caused such trivial errors to occur.

A letter was given to me and 1 had to sign it. It was written ‘Kepala Kantor Pajak’ or
Head of Tax Office on the signature space...it's totally wrong, it should be the Director
General of Tax.

R’s even more embarrassing when such mistake occurred in an official letter
addressed to the external institutions, such as the Supreme Audit Board. it was
written on the top of the letter “to the head of the Supreme Audit Board” ... it should
be Chief not head of Supreme Audit Board. | know that it was one of your staffs typed
the letter. But it is your responsibility to make sure that all the documents are ‘clean’
and proper. (Director General of Tax)**

Reflecting on these ineffective manageriai skills by the Office Heads, the Director General

warned them to change their behaviour. Ideally, as the Director General argued, each Head of

Office needs to be an exemplary leader; such that ali the employees within their respective

offices will follow their guidance.

Please be a good ‘Bapak’ [means father] for your ‘anak buah’ {means a child]. You all
must be a role model for your ‘anak buat’. If you give sanction to your subordinates
for their late or absent, then you must not do the same mistakes [being late]. (Director
Generat of Tax)™

As discussed in section 6.3.2, within the indonesian context, a leader within the hierarchy is
required to be a father figure, known as ‘Bapakisme’ {Magnis-Suseno, 1997; Efferin and

Hopper, 2007; Tsamenyi, et al., 2008). As Mulder {1394, p. 60} contends, “a leader is Bapak, a

*% |bid.
*#* 1bid.

% bid,
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I, with my authority, will not be hesitant to transfer you [heads of offices] if you stili

allow mistakes that you or your subordinates created. I can, even, cancel your
promotion. (Director General of Tax)™

The leader’s reaction exemplifies the utilisation of institutional rather than personal power by
the leader. The former refers to the power that exists because of someone’s position in the
organisation; the latter is power which is embedded in someone, regardless of his/her status
to the organisation {Gibson, lvancevich, & Donnelly, 1991). The one-way communication
during that event also portrays a transactional relationship between superior and

subordinates (Sundaramurthy and Lewis, 2003).

6.4. Summary

The objective of this chapter is to elaborate the bureaucratic reform initiatives that were
intended to reconfigure the hierarchy within the case organisations. The reform programme
under the first pillar of organisation restructuring has involved the implementation of
structures and responsibility arrangements aimed at modifying the hierarchy within the case
organisations and between case organisations and their users or clients. First, the case
organisations has attempted to flatten the office hierarchy by terminating one level of the
decision making process. This policy was adopted to accelerate the decision making process
and the delivery of service to the users. Second, the reform initiatives also amended the top
hierarchical level by the appointment of external bureaucrats to fill the leadership positions at
the Tax and Customs Offices. Traditionally, these positions have been continuously filled by
the officials from within the Ministry of Finance. As Weber {1974) suggested, bureaucrats

should develop their careers within the office hierarchy,

The findings of this research suggest that the hierarchy and the nature of decision making in
the case organisations are significantly affected by culture. This research echoes the stance
that culture can strongly influence organisational control, as suggested by Dent {1991; see
also Efferin and Hopper's, 2007; Pfister, 2009). Therefore, this stance differs from the
positions of Peters and Waterman (1982}, Schein {1985}, Simons (1995), who argue that
culture is directed by control, by which the organisation can select its own organisational
culture. Efferin and Hopper's {2007} study investigates the social and cultural dimensions of

management control in a Chinese-Indonesian manufacturing company. It is reported that the

“ ihid.
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CHAPTER SEVEN

STANDARDISATION /FORMALISATION AND THE JAVANESE
VALUES OF ‘RUKUN (HARMONY)

7.1. Introduction

The discussion in chapter 6 elaborates several aspects of the implementation of the reforms
placing particular emphasis on the prescient characteristics of bureaucratic organisation
practices related to the reconfiguration of the hierarchy within the case organisations. This
chapter is aimed to discuss another epitome of bureaucratic control, namely standardisation
and formalisation {Adler and Borys, 1996; Kaliinikos, 2004). According to Child {1972}, the
standardisation of rules and formalisation are the two structural dimensions which are

fundamental to Weber's ideal type bureaucracy.

The formal documentation of the reforms within the case organisations reported that the
introduction of the new business processes marked the establishment of the “kantor modern”
or modern office. The members of the researched organisations refer to the offices which
have implemented bureaucratic reform initiatives as modern offices while those which have
not are referred to as ‘old offices’. One of the main characteristic of this modern office is the

implementation of new Standard Operating Procedures/SOPs {Ministry of Finance, 2008).

The standardisation and formalisation of the business process at the case organisations is
acknowledged as a clear demarcation between the old and the new style of administration in
the Tax and Customs services in Indonesia {Ministry of Finance, 2008a). By subjecting their
operations to the fixed and uniform SOPs, the case organisations can be considered to have
increased the bureaucratisation of the organisations (Mansfield, 1973). In Weber's terms, the
application of standardisation (and SOPs) within an organisation may distinguish the modern
and the un-modern {Pugh, et al., 1968)}; the latter refers to a more traditional and charismatic

organisation type (Weber, 1974).

The objective of the reform initlative to standardise and formalise the business process at the
case organisations is to generate certainty and predictability, thereby improving transparency
and accountability {Ministry of Finance, 2008a). The following statement is taken from official

documentation of the reform processes in the case organisations:
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Therfe is conﬁFlence within the Ministry of Finance that the generation of the SOPs can
provide ce-rtamty and increase transparency for the stakeholders. The SOPs generate
clear requirements and provide measurable target for the accomplishment of a job.

{Ministry of Finance, 2010)
By adopting the standardisation and formalisation policy, the case organisations aim to
improve their organisational performances and minimise corrupt practices (DGT, 2008a; DGCE,
2010b). This reasoning can be explained by their belief that by implementing bureaucratic
control, a predictable level and type of performance can be achieved and sustained (Child,
2005). Under bureaucratic forms of control, the standardisation and formalisation of
procedures ensures that organisational performance is realised by controlling the behaviour
and managing the completion of tasks (Pugh and Hickson, 1993; Robbins and Barnwell, 2002).
This type of organisation is also referred to as using a cybernetic model of control, which is

characterised by the adoption of formal rules, SOPs, and routines (Ahrens and Chapman,
2004).

As described in chapter 6, culture has implications for the adoption of the element of
bureaucracy within the case organisations. In line with this argument, the empirical evidence
of the implementation of standardisation and formalisation is also explained from its cultural
aspect. In doing so, this research is underpinned by a belief that culture is a significant

influence on control in the organisation {Hopper and Powell, 1985, Dent, 1987, Scott, 1995).

The following sections elaborate how standardisation and formalisation have been
implemented both at the Tax and Customs Offices. This includes the implementation of the
SOPs, which establish a uniform and standardised mechanism to generate certainty and
predictability in the administration of Tax and Customs services. Later, the formalisation
policy, which plays as the enforcement of the standardised procedure and rules is discussed.
The discussion is followed by the cultural aspects of the implementation of standardisation
and formalisation. First, the influence of the Javanese values of 'rukun’ or harmony on the
reform initiative of the introduction of the SOPs is discussed. Later, the implications of
Javanese concept of ‘manut’ or ‘to obey’ and ‘nrimo’ or to accept without complaining on the
implementation of formalisation are elaborated. A summary reprises the key findings of the

implementation of standardisation and formalisation completes this chapter.
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conflict, minimisation of role ambiguity, reduced feelings of alienation, and increased

commitment {Adler and Borys, 1996). Whereas these bureaucratic controls may also engender
several pejorative consequences, which encompass the decrease in job satisfaction, the
generation of the feelings of powerlessness and self-estrangement, alienation, undermines

employees' commitment and fosters dissatisfaction, thus limits innovation {ibid, p. 63).

The following sections, therefore, scrutinise the evidence of the effect of standardisation and
formalisation within the case organisations. This inciudes the verification of: the generation of
certainty and predictability of the service resuited from standardisation of the business

process and formalisation of rules and procedures within the case organisations.

7.2.1. The Generation of SOPs to Provide Certainty and Predictability at the Case
Organisations

It has been acknowliedged by the public that the generation of the SOPs and their appiications
in the daily operation within the case organisations have been the major bureaucratic reform
initiative to modernise the institutions (Kompas, 2009a). The following statement quoted from
the leading Indonesian newspaper reflects the importance of the reform initiative to

standardise the business process within the Ministry:

The introduction of the SOPs in the new business process within the Ministry has been
aimed to improve the services to become faster, simpler, more transparent and more
accountable. Consequently, the users, both individual and business, gain easy and
certain public services. {(Kompas, 2009a)

The Finance Minister was aiready aware of the importance of the establishment of

standardisation within the Ministry to effectively manage the organisation,

On her first day as Minister of Finance [in December 2005}, she asked her Inspectorate
General to provide her a list of do’s and don’ts as a Minister of Finance. Surprisingly,
the answer was 'None.' She concluded, 'This clearly describes the serious tack of
understanding in the indonesian bureaucracy on the importance of clear standord
operating procedures in public governance and more fundamentally, the absence of
an effective checks-and-balances system in government offices. {Jakarta Post, 2010,
emphasis added)

Furthermore, the Minister emphasises the role of the SOPs to prevent corrupt practices within

the institution.

The Minister argues that corruption can be classified into two categories, ‘upstream’
corruption, which occurs within the institution and "downstream’ corruption which
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takes place outside the institution. These two types of corruption should be handled
differently. For the ‘upstream’ corruption, it can be prevented by the establishment of
the Standard Operating Procedures {SOPs)... While [to tackie} the ‘downstream’
corruption, the Ministry needs to cooperate with the external institutions, such as the

Commission for Corruption Eradication {Komisi Pemberantasan Korupsi/KPK) and the
public. (Kompas, 2009b)

The introduction of the standardisation policy as the new way of doing business was declared

to the public to convince them that a grand change has taken place at the case organisations.

We brought almost 8,000 SOPs in printed form to the house of parliament [in 2007].
We used two super-market trolleys to bring those massive stacks of documents. This
was to demonstrate to the public that the Ministry has been undergoing a serious
improvement on the business process. That the public will find uniform and
standardised services throughout aur offices; hence such deviation can be reported.
{Interview with Former Chief of Bureaucratic Reform Committee)

The introduction of the SOPs is regulated by the Minister of Finance’s Decree Number
139/PMK.01/2006 concerning Guidance of the Generation of Standard Operating Procedures
within the Ministry of Finance {Ministry of Finance, 2006). The SOPs are defined as:

Written rules of what, when, where, and by whom activities are conducted. They are
generated to avoid variations in the commencement, by which this eventually may
disrupt organisational performance. It is the mechanism that drives the organisation
to run efficiently and effectively. {Ministry of Finance, 2006)*

This Minister of Finance’s decree clearly states the objectives of the standardisation of the

business process within the case organisations, namely;

To provide certainty and uniformity of the commencement of the organisational tasks.

To smooth the commencement of the organisational tasks and to improve control.

To elucidate responsibilities of the officials in cornmencing organisational fasks.

To provide proportional information of the commencement of the organisational tasks to
the public.

S. To enhance transparency of the rights and responsibility of the public as the service users.
{Ministry of Finance, 2006}

PoNR

It required patience and perseverance to generate a total of 7,676 SOPs within the Ministry
{Ministry of Finance, 2008b). Some jargon to state the benefits of SOPs were created in order

to foster its production, as one manager states:

2 pocument analysis.
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Previously, without SOPs employees merely relied on their own and colleagues’ tacit

knowledge in compieting organisational tasks. This had caused bewiiderment among

employees, particularly new employees, to conduct the office duty.

If | were transferred to other unit, what would | do? 1 would ask another employee in
t.he unit of how to do things. They would explain it to me. And if | asked why it's done
like this, everyone could only respond...”Well, it's been like that for years”. This

implies that there was no source that we can trace to understand a process. {Interview
with Head of Tax Service Office)

The absence of SOPs had also implicated the inter organisation interactions, by which the
service was delivered to the public without fixed and uniformed procedures. it has been
claimed that this has been a source of corrupt and corrupting behaviour within the case

organisations, as illustrated in the following statement:

The initial action to improve our public service was to fix our SOPs. Previously, we did
not have guidance to interact with our clients... As a result the public never had proper
information on how long the processes were and how much they cost. These have
been question marks for the public due to this undisclosed procedures and these non-
transparent mechanism had become the source of corruption. (interview with Chief of

Bureaucratic Reform Committee)
The condition prior to the reforms at the Customs Office may verify this argument, where un-
standardised procedures were deliberately exercised to generate uncertainties, through which
the officials could gain illegal earnings. An importer/exporter could wait for hours only to
submit his/her customs report; he/she probably needed to go through a process of
resubmission for many times due to unclear requirement. They need to move from one desk
to another in order to follow the opaque procedures. Consequently, it could take days for the

containers to be released by the Customs Office.

Robertson-Snape (1999} has observed that the process at the Customs Office was set up to
benefit the Customs officials. 1t is documented by this author that up to 37 signatures are
required to process the container release. it is implied that approximately the same number of
unofficial fees were incurred. Further, this writer concludes that the red tape Customs

procedure was allegedly one of the main causes of Indonesian’s high-cost economy.

This condition is, in fact, shared by the majority of the wider institutions of the indonesian
bureaucracy. The unclear procedures are intentionally created for the interests of the

institutional apparatus but a consequence is that the costs to the community become
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procedures are in place, management need only to monitor whether employees’ behaviours
comply with the set procedure. This procedural specification denotes “the extent to which
organisational members must follow organisationally defined techniques in dealing with
situations which they encounter” {Hall, 1968, p. 95). Bureaucracy, as a result, provides

technically efficient instruments of administration {Weber, 1974),

The bureaucratic reform initiatives to standardise the business process at Tax Office and

Customs Office are appraised by the public to provide the users with faster, simpler, and more

accountiable service deliveries.

This modernised Customs Office was established to deliver fast, efficient, responsive
and transparent services [resulted from the introduction of business process
standardisation}...Since [bureaucratic] reform was taken at the Customs Office, the
customer’s level of satisfaction of the office’s services always increase...The total time
consumed to complete one service becomes shorter. The import clearance for priority
channel, for example, previously took 3 hours to complete; now it only takes 20
minutes since all document are complete. (Kompas, 2008h)

Similar performance was reported from the Tax Office.

Based on the new SOPs of the Tax Office’s prime services, all tax administration
services can be completed faster, simpler, transparent and accountable. The tax
number registration service, for example, must be completed within 1 day, without
any fee, as long as the administrative requirement is completed. This is different with
the prior [bureaucratic] reform’s standard, by which the same services could be
delivered up to 3 days. {Kompas, 2009¢)
These new standardised business processes have generated two advantages; as certain rules
and flow for the employee and as benchmark for external stakeholders for demanding their
service. As summarised by Jackson and Schuler (198S), role ambiguity can be minimised with
the introduction of standardisation into the organisation. This is mainly due to its key function
to provide guidance for the employees to complete their tasks, thus providing employees

more clarity about what is expected {ibid, p. 32j. This clarity will eventually iead to work

satisfaction and reducing feelings of alienation and stress {Adler and Berys, 1996).

As stated in the introduction of this chapter, the standardisation of business process is one of
the elements of the modernised organisation resulted from bureaucratic reforms. The other
characteristic of this modern office is the advancement of the ICT. indeed, the success of the
standardisation policy cannot be separated from the case organisations’ utilisation of

information technology {Ministry of Finance, 2008b).
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Based on the biueprint of the Tax Office modernisation, it is stated that the Tax Office’s
strategy is to alleviate red-tape bureaucracy “to improve our business process, including our
method, system, and working procedure, towards a full automation system by utilising

ICT” (DGT, 2009, p. 4). The initiatives to improve the business process at the Tax Office
includes: the implementation of the e-system (such as e-filing, e-reporting, e-payment}, the
improvement of DGT’s main information System (S1-DJP), and the development of internal
Communication system, such as HR Information system, and the implementation of Case
Management and Workflow System (ibid, p. 5). As claimed by Kallinikos (2004}, the utilisation
of information systems obviously promotes standardisation due to its function to generate

homogeneity and uniformity within organisation.

The above initiative to implement the ICT-based Case Management and Workflow System
clearly creates standardised behaviour within the employees. During the field work, t had an
opportunity to witness how this information system was used at the researched organisations.
The good example of this system is the new procedure of the Account Representative’s daily
activities. For example, a head of supervision and consultation section is equipped with the
system, the Approweb, to monitor their AR tasks. This is enabled because each AR is obliged to
input their activities into the system. This obligation is ensured because each AR has to
achieve their predetermined target, which is monitored by their daily activities. In this
researched Tax Office, there is a competition among AR; the more active the AR the better
his/her ranking. This check and balance process is also maintained by monitoring duty of the

Head of Office and the Regional Office.

This reciprocal interaction, enabled by information system, ensures the completion of job in
every value chain. Using this system, a head of operation office has accurate information on
the work progress of each activity. He/she can monitor which of his/her subordinate
accelerates or delays the process. Consequently, employees are reluctant to delay his/her

work or to slow the service to client, thus, red-tape bureaucracy can be minimised,

The utilisation of ICT to standardise the business process is also adopted and implemented at
the Customs Office. At the Customs Office, the manual documentation mechanism for export
and import clearance has been abolished and it has been changed into Customs Automation
System {CAS), as shown in figure 5.2. The implementation of this Electronic Data Interface

based system provides standard service delivery for all the users of the custom clearance
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In order to maintain the consistency of the implementation of standardisation within the case
organisations, the annual assessment for the Tax and Customs Offices are established annually
by independent surveyors. The Tax Office is evaluated by AC Nielsen, while the Customs Office
is assessed by three independent organisations, namely the Hay Group, the GTZ (Deutsche

Geselischaft fiir Technische Zusammenarbeit), a Germany NGO, and the University of
indonesia.

From the evaluation report delivered by AC Nielsen (2005a; 2005b), it is exhibited that the
introduction of the standardised business process provides the mast significant factor for the
increase of public satisfaction towards the Tax Office’s service. The newly introduced business
process in the Tax Office is appraised by the tax payers due to its fast processes and
procedures, clear instruction, and relevant processes and procedures. All of these elements of
evaluation result from the standardisation policy under bureaucratic programme initiative. A
similar picture is displayed from the evaluation at the Customs Office. All of the assessments
conducted by Hay Group {2009, 2010}, GTZ {2009), and University of Indonesia {2009}
reported that the implementation of new procedures has accelerated the import and export

activities.

Furthermore, the study by AC Nielsen {2005b) elucidates that the absence of standardisation

has caused dissatisfaction for the tax users.

It seems that there is no standardised work process across audit teams. Different
audit teams would ask for different data every year. This has caused the waste of time
for the company. (AC Nielsen, 2005b, p. 39)

7.2.2. Formalisation: The Enforcement of Rules and Procedure

The implementation of the standardisation policy at the case organisations was
simultaneously accompanied by the formaiisation of rules and procedure. The formalisation
policy enables the standardisation efforts to take place since it provides the organisations with
the means of enforcement in case SOPs are neglected or avoided. At the case organisations,
formalisation is aimed to guarantee employees’ conformance to the pre-determined standard
and rules {Ministry of Finance, 2008a}, which was not the case prior to the implementation of

bureaucratic reforms;

We already had SOPs but they were only for the sake of formality, it [the process of
SOPs generation] began on 1995 then was improved in 1996. After that, there was no
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receive feedback from the users. This new communication procedure aiso provides the office
with feedback for improvement, because by adopting the formalisation policy, “all decisions

and communications were recorded in permanent files and such records were used to refine

existing rules and derive new ones” {Jain, 2004, p. 2).

As discussed earlier, without standardisation and formalisation some documents were
misused; therefore the documentation procedure is critical at the case organisations due to
the legal consequences inherent in each office document. Without careful documentation,

such deviation may appear. The new procedure has increased the transparency of the working
process.

Now, there is no more ‘main di bawah meja’ [under table game, which refers to
practice of giving and receiving illegal money} because all the procedures are clearly
declared and formalised. The users can go ta the objection desk to report services,
which are not compliant with the SOPs. (Interview with Information Service Manager)
The above examples of the application of the formalisation policy at the case organisations are
acknowledged to be aimed to create formal rationality across the organisation, its members
and the users. This form of rationality has become the underpinning basis for the development
of the bureaucratic form of organisation (Thompson and Alvesson, 2005; Willmott, 2011;
Alvesson and Karreman, 2011). This formal rationality, according to Willmott (2011), is “the
colculability of means or procedures, without regard to substantive value of the ends or results
of its application, which is distiiled in scientific and technical knowledge (p. 261, emphasis in
original}. It can be argued, as this author does, that through this approach bureaucracy has
bestowed organisations with efficient and systematic tools of control, which are not uncertain

and unreliabie.

The increase of formalisation in the researched organisations is not uncommon compared to
other bureaucratic reform initiatives in other countries. As McSweeney {2006) summarises,
the civil service or bureaucracy reforms have increased formality, complexity, intensity, and
specialisation {Hood and Peters, 2004); they are, indeed, examples of intensifications of

bureaucratisation (Runciman, 2004; Gains, 2003, in McSweeney, 2006).

Furthermore, the formalisation policy within the researched organisations demonstrates the
characteristic of bureaucratic control organisation, where employees are required to follow
strict operating procedures at all times {Hall, 1963). By establishing formalisation, the case

organisations believe that “achieving employee adherence to organisational rules and policies
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is critical for successful coordination and functioning within organisations” (Tyler and Blader,
2005, p- 1143). In such circumstances, employees are strongly encouraged to follow the
formal rules and procedures, which have been established by the organisation. This rule-
following behaviour is viewed critical for organisations to function effectively {O'Reilly, 1989);
therefore this type of bureaucratic control is advocated to be implemented as one of the
bureaucratic control features (for examples Laufer and Robertson, 1997; Bell, et al., 2002;

Vardi and Weitz, 2004, as summarised by Tyler and Blader, 2005).

Reflecting from my experience during the field work, the most conspicuous aspect of
formalisation to establish the rule-following behaviour within the case organisations is the
introduction of the new absence system. When { conducted my field study at the case
organisations, | was also required to register myself at the absence system, which people call
this as finger print system (see appendix 7.1). Previously, the absence system at the case
organisations utilised the “Amano’ (refers to the manufacturer) punch card, which was
‘easily’ misused by employees by asking others to punch his/her absence card into the amano
machine. With the new system, a person cannot ask others to log his/her presence in the

system because finger print is unique.

1 can observe that every morning employees were lining up at the finger print machine to log
their presence in the system. They were very anxious and uneasy to immediately log their
presence. This is due to a direct consequence of any late to their remuneration. This new
absence system is enforced by a regimen of sanctions imposed for any lateness, as illustrated

in the press release form the Ministry of Finance:

The Ministry of Finance has designed newly formalised rules to enforce employee
discipline by cutting the employees’ allowance [introduced as part of bureaucratic
reforms] from 0.5% to 100%. Employees, who are late, for even one minute, will suffer
a deduction from their allowances of 0.5%; this is also the case for employees who go
home earlier than the normal office hours. {(Kompas, 2010}

From the office document, i can gain more detailed information of this legalised enforcement
procedure in relation to employee absence. These formalised rules were legalised by the
Ministry of Finance Act number 41/PMK01/2010 concerning the Enforcement of Employee

Discipline and clearly regulate the absence and its consequences to the remuneration

{Ministry of Finance, 2010b}:

= 1 to 30 minutes of late or go home early will incur 0.5% deduction of allowance.
= 31 to 60 minutes of late or go home early will incur 1% deduction of allowance,
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" 61 to 90 minutes of late or g0 home early will incur 1.25% deduction of allowance.

91 minutes to 7.5 hours of late or go home early will incur 2.5% deducticn of allowance.
More than 7.5 hours of late or go home early will incur 5% deduction of allowance,

Assuming there are 20 working days in a month, an empioyee could get nothing from his/her
allowance for a full month due to unauthorised absence. They stifl gain their basic salary which
comprises of only 25% of the total remuneration. Therefore, the management of the case
organisations were confident that with such a punitive system the formalisation of this new

absence system would ensure the establishment of rule-following behaviour among the
employees,

7.3. Cultural Aspect of Standardisation and Formalisation

Whereas the standardisation and formalisation policies have brought quick resuits for the
researched organisations and the public, such as the generation of certainty and the
acceleration of service delivery (DGT, 2008; DGCE, 2010b), the challenges of their
implementation remain high; one of which is due to the complexities of the cultural
interference. In chapter 6, it was demonstrated that the Javanese value of ‘hormat’ or respect
has implications for the exercise of hierarchy in the Tax and Customs Offices. Empirical
evidence from the field work revealed another influence of the Javanese culture on the
adoption of standardisation and formalisation resulting from the bureaucratic reform

programme.

First, the standardisation policy which has engendered standardised behaviour among the
employees interacts with the display of the Javanese value of ‘rukun’ or harmony within the
case organisations. Employees’ interactions within such a context are underpinned by people’s
commitment to maintain social harmony (Geertz, 1960; 1961; Efferin and Hopper, 2007;
Woodward, 2011). In order to achieve and maintain social harmony, it is a compulsory for
each member of the organisation to behave in a uniform manner and avoid behaviours that
might promote personal goals seeking to excel above colleagues (Mulder, 1994}. Second, the
organisations daily operation demonstrates the interaction between the formalisation of strict
rules and procedures and the Javanese norms of ‘manut’ (to obey) and ‘nrime’ (to accept),
particularly in regard to the promulgation of rule-following behaviour within the case

organisations.

The following two sections discuss the importance of the cultural aspects to the

implementation of standardisation and formalisation procedures, particularly when cufture
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The SOP to process your letter is two days. S0, you better come back to pick up the
letter the day after tomorrow. {Interview with Secretary at Tax Office}
in fact, i could observe that her desk was not full of letters to be processed and she was
playing a game on her computer when | came into the office. Such explanations for behaviour
from the employees at the Customs and Tax Office are not uncommon within bureaucratic

organisations. From the finding in the work of Adler {1993}, the negative side of

standardisation is illustrated as follow:

Standardised work is a joke as far as | can see. We're supposed to go to management
and tell them when we have extra seconds to spare. Why would | do that when all that
will happen is that they'll take my spare seconds away and work me even harder than
before? I'd rather just do the job the way I'm already comfortable with. At GM, we
were given a task and if we finished it earlier than we were supposed to we got to
rest. At NUMMI, they'll try to shove more work at you. I'm no fool. (p. 146)

it can be inferred that the introduction of the standardised procedure has engendered

inefficiency within organisations. In a rather intense nuance, von Misses (1944; 1369) states

that;:

[Bureaucracy] kilis ambition, destroys initiative and the incentive to do more than the

minimum required. This, consequently, acclimatises the bureaucracy members “to

look at instructions, not at material and real success. {in Styhre, 2008, p. 638)
Moreover, within the case organisations’ setting, this tendency not to seek to excel, or exceed
the performance of the majority is also reinforced by the Javanese value of ‘rukun’ or
harmony. ‘Rukun’ suggests that equilibrium within society can be achieved only if equality is
maintained (Geertz, 1960). Completing the task quicker than the standard time will be
perceived as showing off and displaying arrogance. Koentjaraningrat, the prominent
indonesian sociologist, illustrates the need for equality within the Javanese society by
elucidating “if there is only little, each will receive little, but if there is much, each will receive

a big share” (Koentjaraningrat, 1957, p. 458}.

Within such circumstances, the one who wants to stand out is regarded as a maverick and
he/she could disturb the equilibrium; thus should be punished or even be expelled from the
group or society (Jackson, 1978; Mulder, 1994). It is argued that within the Javanese setting,
there is almost no room for individualism since social harmony can be threatened by
individualism, diversity and conflict (Mulder 1994). Within the Javanese context the
demonstration of standard and uniform behaviour displays loyaity (Mulder, 1934}; thus it is

preferred by the leaders. Using the seminal theory of motivation {McClelland, 1387}, Javanase
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people are argued to have littie need for achievement and strong need for social affiliation
{Hess, 2001).

Another case of the impact of standardisation is demonstrated in the introduction of
performance target in the case organisations, by which a uniform format of performance
target must be adopted at both the office and individual jevel. The headquarters assigns their
own simplistic calculation of targets across all the Tax Offices, which equals to 233 offices

throughout indonesia. This is argued as unrealistic since different office has different
infrastructure to support their daily operation:

It [performance target] has to be customised... it is not fair to ‘battle’ Tax Office’s
employees [in Java island], whose privilege of adequate infrastructure and equipment,
with those who are assigned in remote area. {Interview with Head of Tax Service

Office)
Furthermore, the interviewee provided examples of the effects of this enforcement of
uniformed performance target. He elaborated the reactions from his colleagues, who are
assigned in the Tax Office branches, outside Java island. He argued that this policy has caused
physical and psychological stress for his colleagues. He further claimed that such condition had
also engendered job dissatisfaction among the managers {Adier and Borys, 1996). Such
circumstances represent the side effect of standardisation which has implications for the
maintenance of similarity, uniformity and continuity of behaviour, actions or beliefs {David and
Rothwell, 1996). Consequently, the adoption of standardisation indicates controls that require

“conformity, homogeneity and selves devoid of difference” {Wright et al,, 2012, p. 653).

The above condition within the Tax Office reflects what happens within the national setting,
by which the life of the country is deliberately designed to become more uniform. Such policy
can be demonstrated by the single curriculum for all education in iIndonesia. As described in
chapter 4 section 4.3.4, the oid regime had attempted to standardise and uniform people’s

behaviour and thinking to make them easily manageable (Yumarma, 1996).

The era of New Order was really excessive, no room for creativity. We were designed
to follow uniformity; uniform in thinking, uniform in curricuium... Imagine, how
Indonesia, which is a very large country, could only have one uniform curriculum [for
education]...we have become the victims [of this uniformed system]...people from
outside Java cannot catch up, until now. (Interview with Head of Tax Service Office}

This strategy may have succeeded because of the Javanese value of ‘rukun’, which demand

people maintain a harmeonious equilibrium within society. In such circumstances, people tend
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to only have one choice; a uniform choice. Within this setting, “unity and uniformity is
stressed over pluralism, conformity over difference, with a strong favour for ritualistic

performance” (Budianta, 2000, p. 117). The concept of ‘rukun’ encapsulates:

'Ehe nef:essity of acting in a way conducive to the maintenance of society through
um_ty. This is not so much a positive striving for unity as an active avoidance of action,
which will disturb harmony - regardless of the individual's 'real* feelings. {(Hess, 2001,

p. 10}
The initiative to standardise process and procedures at the case organisations can refer to
behaviour controls, such as the utilisation of standard operating procedures to generate
standardised behaviour (Kallinikos, 2004}. This type of control could result in the merely
organisational focus on the output resulting from the behaviour rather than the behaviour
itself (Hopwood, 1574), which may result in a ‘biind’ rule-following behaviour of the

employees, as discussed in the following section.

7.3.2. The Rule-Following Behaviour within the Javanese Concepts of ‘Manut’ (to
obey) and “Nrimo’ (to accept)

The empirical findings exhibit the downside of formalisation within the case organisations, by
which the rule-following behaviour is only performed when there is formal procedure to be
enforced and tends to reduce employees tendency to be innovative. For example, during the
field work 1 was involved in several meetings within the Tax and Customs Office. One day, )
was attending the monthly meeting at the Tax Cffice. in the invitation letter it was stated that
the meeting would start at 10am; however, | could find nobody at the meeting room at this
pre-determined time. The meeting participants came 5 to 15 minutes later than the set time.
This situation may demonstrate that the employees’ adherence towards punctuality only
occur when employees are enforced by the organisation to be on time, such as by introducing

the new absence system.

Furthermore, the application of formalisation has also caused people to merely follow the
system. During my field work, | experienced this condition of so called ‘blind’ rule-following
behaviour displayed by several members of the case organisations. An example is the
processing of my request for an interview appointment at the Tax Office. It took quite a long
time for me to be able to conduct my first interview at the Tax Office. This not only created

frustration to me as the researcher but also to the official, whom | interviewed:
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You [-the researcher] have experienced yourself of how people lose creativity. it took
you fwe. days to be able to interview me just because the secretary did not want to do
something beyond the SOP. She could just call me and direct you to me without

waiting for her boss come back from his leaves. Wasn't it frustrating? {Interview with
Member of Bureaucratic Reform Committee)

Under this circumstances described in the case organisations, formalisation as an element of
the control function of the organisation has lead to behaviour convergent with the
organisation’s objectives (Flamhoitz, 1983}. But, in this case, it has also resulted in employees
becoming a passive element of the organisation and produced inflexibility (Chua, 1986;

Laughlin, 1987). The formal procedure has taken precedence over the individual and common
sense, as argued by one of the officials:

The reform has no meaning in people’s heart; people now tend to comply with SOP
without any creativity to modify the rules to follow the changing situation. {Interview
with Member of Bureaucratic Reform Committee)

This problem within bureaucracy and the reform process has, sometimes, resulted in severe
obedience and conformity to rules and regulations, where following the rules become ends in
themselves (Merton, 1976}. Some scholars associate this condition to what Weber describes
as living in an ‘iron cage’ {DiMaggio and Powel, 1983; Clegg and Courpasson, 2004, Reed,
2005}, where freedom as employees are neglected because they are expected to become
compliant subjects {Josserand et al., 2006}. Gradually, as Weber foresees each persan will
become increasingly like a 'small cog in a ceaselessly moving mechanism’ {Weber, 1978, p.
988).

Within the two case organisations, which are dominated by the influence of Javanese culture,
the incidence of this rule-following behaviour can also be explained by the influence of the
native culture on the day-to-day practices of the staff. For the employees, the formalised and
legalised business process, such as SOPs, represents the organisation’s mandate. These rules
and procedures become a reference for their behaviour. Within the Javanese setting, a person
is expected to ‘manut’ (to obey) and ‘miturut’ {to follow} the society’s norm, belief, and
etiquette {Mulder, 1994). Consequently, Javanese people are required to be ‘manutan’ or

obedient (Robson and Kurniasih, 2000, p. 298}.

This concept is the manifestation of the Javanese people’s goal to maintain harmonious social

integration (‘rukun’) in the sense of obedience to superior, kindness, avoidance of conflict,

170



Chapter Seven: Standordisotion/Formalisation and The Javanese Values of Rukun’ (Harmany)

understanding of others, and empathy (Geertz, 1961; Koentjaraningrat, 1985). The people’s
demonstration of ‘monu’ (to obey with compliance and respect) moves them to respond
positively to absolute guidance and direction (Irawanto et al., 2011a). The combination of

these factors, produce a context in which the formal rutes and procedures can be seen to be

thoroughly obeyed while creativity and initiative is decreased.

The formalisation policy also has implications for the stifling of effort to accelerate and
improve service delivery due to the rule-following behaviour of the employees. During my
fieldwork in the Tax Office, the volume of work was increasing rapidly due to the approaching
deadline for submission of the client tax reports. Therefore the Office Head established a task
force, the ‘one-day-done service’ task force, at this Tax Service Office {see chapter 6 section
6.2.2). This ‘one-day-done service’ is a new mechanism of administering the tax report

submission; thus creating an implication that the regular SOP must be modified.

Within this task force, employees have to work in a cross-functional team, which consisted of
employees from different sections. Most employees have never had experience working in
this kind of team arrangement. Formally, this task of receiving tax reports is the service
section’s responsibility. However, as the volume of the reports submitted to the office
increased, this inter-sectional task force was established; to try to avoid a backlog in the

processing of these important tax documents.

As this cross-sectional team is new, the team members were still looking for the best
mechanism to deliver the service. There is no SOP for the work completion. This has generated
bewilderment and anxiety for the team members. This condition reflects what Dalton et al.
(1980) argue that “without a minimum level of formalisation and standardisation, role
ambiguity may occur” {p. 56).The following conversation among members in the task force

war room (as they call it) may illustrate the situation:®

Member A: It's been three days but we have not made a major improvement on our
service. Look the piles of documents have not been touched by anyone.

Member B: This occurs because we are not provided with the SOP of how to handle
this. ! don’t know what to do. | am confused,

Member A: Well, | think this new way of administering the tax report submission will
take more time and replete our energy compared to the standard

2 participation observation at Gangsar Tax Service Office.
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Mmechanism. However, this has been the Head of Office’s decision, like it or
not, we have to carry this on.

Based on my participant observation on the work of this task force, the team members
graduaily found an appropriate way to compieting the work. However, they were still unable
to avoid a backlog occurring. One of the reasons for this was the lack of feedback from the
task force members to the Office Head. The members of the task force prefer to debate their
concerns and complaints among themselves. This is due to the employees” attitude of taking
what happens for granted. The Javanese concept of ‘nrimo ing pandum’ encourages the
display of such behaviour, by which a person accepts any fact that takes place and does not
show complaint to their superior (Mulder, 1994), The Javanese people are bound by a life
philosophy of ‘nrimo’ or ‘to accept’, which emphasises the importance of always accepting
what is offered to achieve and build harmony (Geertz, 1960}); consequently people are said to

be ‘nriman’ or ‘undemanding’ (Robson and Kurniasih, 2000, p. 298},

The above case of the absence of feedback from the members of the taskforce also
demonstrates how employees are bound with ‘nrimo’ {(accepting with compliance) into
accepting what has been decided. This practice of ‘nrimo’ has been criticised as making
Javanese people too submissive (Anderson, 1990). It has been reported that within the
Indonesian bureaucratic setting policy makers function ineffectively due to the absence of seif-
correcting feedback for their policy initiatives due to these attitudes of fixed obedience and
acceptance. in such situation the communication flows from top-down without any recourse
or feedback from the bottom {Jackson, 1978). Consequently, “feedback usually comes too late,

and failures are so catastrophic that the entire policy should be suspended” {ibid, p. 38).

The discussion of the above two cases corroborate Adier and Borys {1996) concern about the
side effects of formalisation. These authors suggest that under a bureaucratic control system,
any deviation from standard procedure is seen as suspect. This condition becomes more
complicated within the case organisations because of the dominant effects of Javanese culture
which affect employees’ attitudes towards these formalised rule and procedures. As
discussed, the Javanese culture requires employees to fully respect the organisation. Failure to
demonstrate such an attitude will likely be condemned as ‘mbalelo’ or ‘duraka’ {literally
means rebellious}, which may cause ‘kuwalat’ or inevitable supernatural sanction and as a

consequence it will be punished by God {Koentrjaraningrat 1985; Shiraishi 1997).
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Under such circumsta nces, employees are left with no room to complain {Irawanto et al.,
2011a}; thus standardisation and formalisation becomes coercive tool of bureaucracy (Adler
and Borys, 1996). Furthermore, these authors argue that procedures are merely established as
a tool for organisation to evaluate whether employees are obedient or non-compliant.

Employees are not provided with any assistance to improve the completion of task.

For a Javanese, being ‘nriman’ or obedient involves accepting everything without protest. The
above evidence from the case organisations may verify that such attitudes from the
employees to take everything for granted has exacerbated the drawback of formalisation.
Hess (2001) has summarised the effects of the javanese concept of ‘nrime’ on employee
motivation, which includes a lack of assertiveness and lack of initiative. In such working
climate, people are satisfied with the status quo and may create a short term focused
organisation. In the long run, such a bureaucratic organisation is deemed to have less

adaptability to a changing situation (Handy, 1996, Drucker, 2001, Hammer and Champy, 1995,
Welch and Byrne, 2001).

7.4. Summary

The objective of this chapter has been to relate some of the empirical findings about the
implementation of bureaucratic reforms at the case organisations. The particular focus of this
chapter has been on the reforms involving the standardisation and formalising of rules and
procedures. The findings corroborate the proposition that this element of the reforms have
intensified the practice of bureaucratic control in the case organisations. These research
findings resonate with the argument of McSweeney (2006), which suggest that most of the
movements of reform on bureaucracy have reinforced the bureaucratic and inflexible nature
of organisation. The theorisation of the research findings in the sections above have shown
how specific elements of the Javanese culture have magnified these effects which tend to

produce inflexibility and rule bond nature of the organisation.

The interpretations of the empirical findings in this chapter exhibit the dual effects of
bureaucratic control within the case organisations. The positive implications of standardisation
and formalisation include the minimisation of employees’ role ambiguity and the generation
of certainty and predictability of the completion of tasks {Adler and Borys, 1996). Not only for
those internal to the organisation but also greater certainty and predictability have also been

provided for users, both tax payers and importers and exporters. Ultimately, as du Gay (2011}
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suggests, this classical bureaucratic attitude, with its emphasis on formality, recordkeeping

and the use of standard Operating procedures, may contribute to enhance confidence in
government institution,

On the other hand, the increasing implementation of standardisation and formalisation has
caused some negative impact within the case arganisations. The standardisation has
generated a uniform policy that has been poorly implemented, such as the universal
performance target, which has caused demotivation for employees especially those based
outside of Java island. It is also evidenced that em ployees do not want to exceed what has
been required by the organisation (Adler, 1993}. Furthermore, the formalisation of rules and
procedures has encouraged ‘blind’ rule-following behaviour, in which employees rigidly rely on
SOPs. Itis argued that this has been excessive reducing flexibility and the using of initiative,
where appropriate, among employees. In this situation, the rules becoming ends in

themselves due to severe obedience and conformity to rules and regulations (Merton, 1976)

This chapter also demonstrates the complex interrelationships between the implementation
of standardisation and formalisation, on the one hand and the predominant Javanese culture
on the other. It has been argued that Javanese cuiture has further emphasised the potentially
negative effects of bureaucracy (see table 7.1 for summary). First, the Javanese value of
‘rukun’ or harmony, which aims to create equilibrium within society (Geertz, 1960), has
discouraged the advancement of tasks completion beyond what is demanded in the SOPs.
Second, the implementation of uniformed policy throughout the offices, which is not
applicable, is also supported by this Javanese objective to achieve and maintain harmonious
society. As a resuit, people’s behaviour and thinking become similar and uniform. Third, the
Javanese character of ‘manutan’ or to be obedient supports the establishment of ‘blind’ rule
following since within Javanese context people are passive and submissive (Anderson, 1990).
Lastly, not only Javanese people need to obey (‘manut’) they are also required to ‘nrimo’ or to
fully accept what has already given {Mulder, 1994}, This has stifled any feedback for
improvement since employees tend to conceal their disagreement. in the essence, the

Javanese culture as adopted within the case organisations has exacerbated the downside of

the standardisation and formalisation.

174






CHAPTER EIGHT

IMPERSONALITY WITHIN THE JAVANESE SETTING

8.1. Introduction

Chapter 6 and 7 have already discussed the first and the second pillars of the bureaucratic
reforms and set these against the relevant issues arising from the empirical research at the
case organisations. The first pillar of organisation restructuring was discussed regarding the
hierarchy within the organisations while the elaboration of the second pillar of business
process improvement focuses on the standardisation and formalisation of procedures. This
chapter explains the last pillar of the reforms, which is related to the enhancement of the
human resources (HR} management system (see figure 2.4 in chapter 2}. In particular, this
chapter elaborates the reform initiatives that have been put in place by the case organisations

to establish or strengthen the degree of impersonality both within and outside the case

organisations.

The implementation of the previously discussed bureaucratic features of hierarchy and
standardisation/formalisation relies on the establishment of a culture of impersonal behaviour
from the administrators and officials Weber {1974; see also Albrow, 1992; Wilimott, 2011).
The adoption of impersonal and standardised conduct should be demonstrable both to other
officials and to the external clients or users. This is intended to ensure non-discriminatory
treatment (Willmott, 2011) since the impact of personal considerations on officials’ conduct is
minimised (Albrow, 1992). The modification of the HRM system within the case organisations
is aimed to generate the impersonal ethos of the bureaucratic member, which is well
recognised as what Weber pronounced as ‘sine ira et studio’, meaning “without hatred or
passion, and hence without affection or enthusiasm” {Albrow, 1992, p. 313). This expression is
considered as Weber’'s favourite term (Hopfl, 2006) as it delineates modern bureaucrats’

spirits from the traditional and charismatic ones.

This chapter elaborates the bureaucratic reform initiatives introduced to establish
impersonality within the case organisations, which encompasses the regular transfers of
employees to: lessen the emotional bonds among employees and between employees and
clients/users; the introduction of the office’s code of conducts; and the minimisation of client-

official interactions (DGT, 2010a; DGCE, 2009). The evidence of the potential stagnation of the
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reform programme resulting from the failure to take significant account of the impact of the
native culture during implementation is also the main features of this chapter. As Renoe
{2002) argues that the Western view of an efficient bureaucracy, such as the promotion of
impersonal behaviour, may not coincide with native culture, in this case the Javanese culture

which dominates public service in Indonesia. These differences are observed by Conkling
{1984), who claims that:

Western civil servants (or at least the sociologists who have studied them) tend to
take their authority for granted, but indonesian civil servants cannot. In the West, the
middle classes, at least, tend to assume that the decisions of their civil servants are
fair and impersona) until proven otherwise; in Indonesia, everyone would be amused

by this assumption. {p. 260)
The empirical findings of the research are discussed in two main sections dealing with the
relevant case evidence. First, the reform initiatives to create impersonal interaction within and
between organisations are presented. This is followed by a discussion on the cultural
implications and interdependencies of the implementation of the reform initiative to establish
impersonality, This includes the discussion of the culture clash between Western and Javanese
culture, in which the attempt to generate imperscnality is influenced by the ancient and
influential Javanese principle of family. A brief concluding commentary reprises the main

findings of the research described in this chapter.

8.2. Bureaucratic Reforms Designed to Create an Impersonal

Administrative Environment

The existing HR management system used in the case organisations have been modified as a
result of bureaucratic reforms. 8y initiating reform of the bureaucratic processes, the case
organisations attempted to minimise subjective decisions and the use of personat judgment,
within and between organisations and other clients/users {Ministry of Finance, 2008a). In the

past, the HR decisions within the case organisations were not made by objective indicators.

Priot to the reform, personnel decisions were made based on personal judgment of
the managers. They tended to recruit and promote staffs surround them, whom they
know well. Consequently, employees outside the inner circle, who actually have more
capabilities and potential, were not selected due to this preference of personal
proximity. {Interview with Member of Bureaucratic Reform Committee}

The new HRM system has also been designed to contro| the conduct of external transactions,

between officials and users. It has been argued that the previously high levels of interaction,
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between officials and clients, have created some undisclosed and potentially corruptible
procedures within the Tax and Customs Offices (AC Nielsen, 2005a; 2005b; DGT, 2008b; DGCE,
2010a). A study on Tax and Customs Office, conducted prior to the bureaucratic reforms,
reported similar allegations of the danger of this personal relationship between client and

officials (Robertson-Snape, 1998). Within the Tax Office, this research reports that:

-..the only way for taxpayers to work out their tax obligation was to visit the Tax Office
and have tax official review their affairs. During this face-to-face consuitation the rate
would be determined, but rarely on the basis of clear and objective criteria.
(Robertson-Snape, 1999, p. 594}
The analogous practices at Customs Office are also reported in this study. The critical services
were historically delivered by Customs officials based on the degree of closeness between
them and the importers/exporters (Robertson-Snape, 1999). This had reportediy caused a
high-cost economy for doing business in Indonesia, particularly to those who did not have

proximities with the Customs officials; consequently they were forced to bribe the officials
{ibid, p. 595).

The bureaucratic reform initiatives to amend the HR system were introduced to reduce
unnecessary interaction between tax officials and taxpayers and between custors officials
and importers/exporters (Ministry of Finance, 2008a). Any attachment or dependency
between official and user, as Weber noted, should be eliminated since it may generate
conflicts of interest, and thus hinder rational and impersonal decision making {Morand, 1995).

it is advocated by Weber (1974} that within a bureaucracy:

The modern organisation of the civil service separates the bureau from the private
domicile of the official, and, in generatl, bureaucracy segregates official activity as
something distinct from the sphere of private life. {p. 197)

As a conseguence of this segregation, the employees’ conduct is subject to “a spirit of
formalistic impersonality” {Weber, 1994 in du Gay, 2008, p. 337}, which requires civil servants
to demonstrate their official duty "without hatred or passion, and hence without affection or
enthusiasm” {(Albrow, 1992, p. 313}. This ethos, which is commonly referred as ‘sine ira et
studio’, is argued as one of Weber's distinct contributions to bureaucratic theory {Albrow,
1992; Hopfi, 2008; du Gay, 2008; 2011; Wilkmott, 2011). The minimisation of personal

considerations on officials’ conducts will ensure equality of treatment for the public (Albrow,

1992).
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The reforms initiative to establish a climate of impersonatity has affected the intra-
organisational interactions among organisation member and between the offices and the
users, taxpayers and importers/exporters at Tax and Customs Office, respectively. The
evidence of the new mechanism under the new HR policy is discussed in the following sub-
sections. First, the discussion of the new HR policy to regularly transfer the employees is
explained. it is followed by the elaboration of the introduction of ‘Kode Etik’ or Code of
Conduct, which include the prohibition of performing personal service. Lastly, the

minimisation of client-official interactions completes this section.
8.2.1. ‘Bedol Desa’: The Mass People Relocation

The reform initiative to create impersonal relationship within and between organisations was
commenced by relocating employees to different offices/branches throughout indonesia. This
pattern of employment was designed to counter the potentia! for bonding among colleagues
and between officials and clients as a result of years of interaction. it has been argued as part
of the justification for the reforms since this intimacy has led to discriminatory access and

processes (Dwiyanto, et al., 2008; DGT, 2008b).

At the Tax Office, the close relationships between tax officials and their clients, the taxpayers,
were reported to risk actions leading to coilusion and tax evasion, such as between tax

auditors and taxpayers.

Direct contact between tax auditors and taxpayers is empirically proven to be the first
contact for extortion. Therefore, in a situation whereby the reputation of the Tax
Office is placed in severe doubt, the government and local trade associations can
jointly assign an independent auditor to conduct a tax audit on bebalf of the tax
agency. (Jakarta Post, 2005)

Similar allegation was considered a danger in the Customs Office, as acknowledged by the

Director General:

"We discovered that importers who had regular contact with our field officers tended
to become involved in collusion with them,” the Finance Ministry's director general of
customs and excise, said. "Therefore, we are trying out this new system, which
restricts contact between field officers and importers,” he said. {Jakarta Post, 2007}
As this retationship had occurred for years, the emotional bonding among colleagues and
between client and officials are strongly glued. Therefore, the initiatives of the bureaucratic

reforms to regularly transfer the employees between offices/branches can break this “bad”
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refationship among former tax officials and tax payers. This has narrowed the room for

compromise for “bag” taxpayers.

Within the Gangsar Tax Service Office, the data on employee tenure shows that the average
length of service of the employees at the office in 2009 is 3.4 years. This implies that many of
the employees were newly assigned at the office on the launch of the reforms in 2006. This
policy of regular employee relocation is planned to be conducted in the long term basis.
However, the vast geographic areas involved across Indonesia may hinder this procedure in

future as staff may show an increasing reluctance to move away from their wider family and
friends.

The same conditions were aiso applied in the Customs Office, during which mass employee
relocation was undertaken. At Tanjung Priok Main Service Office, the reform was marked by
the implementation of ‘bedol desa’, which refers to a total relocation of employees from the

office. The old ‘tenants’ were transferred to other Customs Offices throughout Indonesia and

newly selected officials were assigned to this office.

In this office, first we filter [the potential employees] with some criteria, which fits
with our new modern office. For examples: work fast, responsive, friendly, poses
general knowledge about Customs service, and most importantly he/she will not take
profit from his/her position. We hired the independent third party assessment
organisation to evaluate both employees’ competency and integrity. The other tool
was the employee history record. {Interview with Deputy Head of Division of
Organisation)

Approximately 1,000 new employees were elected from the ahove employee selection
mechanism. They are mostly young employees under 45 of age and come from other customs
service office. Consequently, the malevolent linkage between old customs officials and
importers ar exporters was broken. Customers, who previously had privilege of intimate
relationship with the customs officials, have to follow the exact same rules and procedures of
container release applied to all customs service users. The immediate result for the
astablishment of this new office with its new employees can be shown from its increase

performance, as reported:

The [new] Customs Office collected Rp3.1 trillion {US$351.6 million} in import duties in
their first three months of the year, higher than the Rp2.1 trillion collected in the
corresponding period last year. {Jakarta Post, 2007}
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This HR policy of regular employee relocation is plarned to be conducted in the long term
basis. However, the vast geographic areas involved across Indonesia may hinder this
procedure in future as staff may show an increasing reluctance to move away from their wider

family and friends. Particularly, when employees are assigned outside Java island, where there

is lack of proper infrastructure.

The attempt to generate impersonality behaviour is, indeed, the spirit of bureaucratic
organisation. As previously stated in chapter 3 section 3.3.5, this principle of procedural
fairness is one key form of the formal rationality, which underlies the philosophy of Weber’s
modern bureaucracy (Witimott, 2011}. It is argued that the absence of such principle within an
organisation will position “employees, clients, and customers [to] be subject to the arbitrary

exercise of power that could be influenced only through personal connections or the routine
use of bribes” (ibid, p. 259).

8.2.2. The Introduction of ‘Kode EH¥’ or Code of Conduct

The establishment of impersonality within the offices is also supported by introducing the
office’s code of conduct. The introduction of the 'Kode Ftik’ or Code of Conduct has provided
new demarcation of the interaction between tax payers and the Tax officials. As reflected in its
name, the code of conduct consists of things that employee must do and must not do. This has
functioned as a traffic light signal for each employee in relation with their day-to-day
interactions with other employees and, particularly, with the clients. The introduction of the
code of conduct is aimed to ensure that “both organisational members and outsiders are

treated without regard to individual qualities”, as suggested by Hall (1968, p. 95}.

Several prohibitions are clearly enforced to promote impersonal relationship within and

between organisations, such as the forbidden: (DGT, 2010z)

= To exercise discriminatory behaviour in commencing official duty;
= To become a member or supporter of political party;
» To misuse the position and authority, both directly and indirectly;

® To misuse office facility; )
= To accept any form of gratuities, both directly and indirectly, from taxpayers, colleagues, or
other parties, which cause the acceptor to have the potential obligation related to his/her

position or job.

Similar requirement is also stated in the Customs Office’s code of conduct, which oblige

employees to reject to any demand to defy the office procedure and reject gift or any form of
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appreciation from any party,

noted, the official-

which may cause conflict of interest (DGCE, 2010c). As Weber
user attachment has to be eliminated since it may generate conflict of

interest, and thus hinder rational and impersonal decision making (Morand, 1995).

The code of conduct was disseminated to every employee both at the Tax and Customs
Offices. The internalisation programme has been designed as inherent part of any training or
socialisation process, by which every instructor is obliged to deliver a presentation about the
code of conduct prior a training session. To enforce the impiementation of code of conduct a
new unit of internal compliance was established, which marked the new era of bureaucratic
reforms at the case organisations. At the Tax Office this unit is called the Directorate of
Internal Compliance and Human Resources Transformation while at the Customs Office it is
the Centre of internal Compliance. The main function of these two units is to ensure people’s

compliance on new code of conduct and disciplinary rules.

This code of conduct is not only communicated to the employees but also to the public. The
posters and banners of code of conduct are placed in the front office and at every floor. The
code of conduct is also printed at the back of employees ID card. During my first visit to the
Tax Office, | was shown the office’s code conduct by one of the ARs. He gave me his ID card

and turned it back to show what he is obliged and prohibited by the office.

The bureaucratic dimension of impersonality requires that interaction between officials and
the governed, the superiors and subordinates, and between colieagues, should be
distinguished by a devotion to functional objectives and impersonal behaviour not the basis of
person relationships {Albrow, 1992; du Gay, 2008; 2011}. This practice of impersonality marks
a clear demarcation between the royal or patrimonial way of governance and the modern
bureaucratic office (du Gay, 2008; 2011). In similar vein, Kallinikos (2004} argues that
“bureaucracy contrasts sharply with pre-modern forms of organising that relied by and large

on the principle of inclusion for regulating the relationship of people to organisations” (p. 22).

8.2.3. Minimising Official-Client Interaction

Besides the above two initiatives of regular empioyee transfers and the introduction and

application of the code of conduct, the case organisations also adopt a new HR policy to
minimise official-client interaction. The logic of this newly introduced procedure is that the

less interaction between official and clients the less probability of collusion and corruption.
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This new HR policy has affected the delineation of office space, by which all client-official
contacts at the Tax Office were to be held at pre-determined specific times and within defined
spaces. When doing the fieldwork at the Gangsar Tax Service Office, the researcher had the

opportunity to observe the interaction between an Account Representative (AR} and his client.

The creation of the AR function resulted from the reform initiative by using the analogy of
Customer service at a commercial bank.

It was in the morning that the AR picked up the phone from the office receptionist, who toid
him that one of his clients wanted to meet him. He, soon, went downstairs to the lobby to
meet the taxpayer. After greeting the client, the AR directed him to a particular desk, which is
located at the lobby beside the tax service counter. On this desk, there is a sign clearly stating
‘Consultation Desk’. The position of this desk is easily accessible and observable. This desk is
also under supervision of a CCTV {Close Circuit television) system to monitor each meeting in
the space (see appendix 8.1). The AR also asked the taxpayer to fill out the guest book, or log
book. The information to be included includes name and address of the guest, which AR
consults with the guest and the time and topic of the meeting. This narration exhibits the strict

procedure of official-client meetings at the Tax Office.

In this impersonal atmosphere, everyone who calls the organisation from outside is treated in
exactly the same manner (see Hall, 1963). To some people, this uniformed identical service
delivery may be perceived as ineffective, as Willmott (2011) expects that “the person who
wants an office-holder in a bureaucracy to give priority to his or her case is likely to encounter
resistance, become frustrated by the slowness of response, and to complain about the

irrationality of a ‘pettyfogging” system bound up in ‘red tape’” (p. 260).

I also had an opportunity to witness the day-to-day business operation in the port, during my
field study. In fact, it is almost impossible for an outsider like me to closely observe the port’s
activities because it is a sterile area. Large sign boards clearly state “No Entrance, Authorised
Officer Only”. Similar policy applies at the office, for example is the installation of access
system in each door (see appendix 8.2). Therefore, any clients are not able to enter official’s

room without being granted access. This authorisation can only be provided by making an

appointment in advance.

This demarcation of office space is, particularly, applied for document supervisor functional

team. The output from this team is the decision whether the import data is correct or not.
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When the information is correct then the import clearance letter can be issued. When it is not,
the importers have to complete their duties, such as the payment of tax import discrepancies.
This process in this team is one of the most critical processes in the customs service (DGCE,

2010b}. Therefore, some risk mitigations have been taken, such as the elimination of client-

official contact.

When | conducted the interview with one of the document supervisor officials, | was not
allowed to enter their office. | met the interviewee at the client coordinator’s desk, This is also
applied when an importer or exporter needs to meet the document supervisors. Importers can
only ask about their document that is checked by the supervisor through the client
coordinator. Later, the client coordinator will ask the document supervisor to meet the

importers at their desk, The meeting will also be attended by the client coordinator.

We were fully aware that two functions within Customs Office are mostly prone to
coliusion and corruption, namely the document checker and container examiner.
These have been our focus [to conduct internal audit). To supervise the document
checker, we attempted to forbid the users to enter their office. Previgusly, this [user
enter the document checker’s office] was not unusual and tolerable, [We then realise]
how could the document checkers be independent in determining the import tax
obligation where the importer waited in front of his/her desk. {Interview with Head of
Internal Compliance Section of Customs Office)
{n addition, the minimisation of contact is enabled since the clients do not have information
which supervisors deal with their documents. Within the new policy, a random system is
adopted, by which the arrangement of who supervises whose documents is done by the
system. Consequently, this mechanism can alleviate the potential risk of bribery and

embezzlement.

The above illustration both at The Tax and Customs Office describes that all client-official
contacts are to be held at pre-determined specific space in order to eliminate close interaction
that may potentially engender collusion or favouritism. As suggested by Gajduschek {2003},
this intimate relationship is the greatest threat to the bureaucratic system since this personal

emotion and moral judgment may distort the system.
8.3. Western Impersonality versus the Javanese Principle of Family

There are, however, serious challenges to the implementation of the reform initiatives to
establish impersonality within the case organisations, particularly due to the clash of Western

culture represented in Weber's impersonality with the familial principle of the native culture,
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The former requires rather ‘cold’
2008; 2011);

and impartial services (Weber, 1978; Albrow, 1992; du Gay,

the latter necessitates more warm, friendly, and personal treatment {Geertz,
1961; Mulder, 1994; Renoe, 2002).

The next section, hence, illustrates how the familial principle is adopted as the basis of
interactions among employees within the case organisations and between the organisation
members and their clients. This principle of family within ‘rukun’ or harmony has implications
on the establishment of impersonality within the case organisations. First, it influences the
commencement of the annual employee evaluation and the enforcement of employee
sanction. Later, the equivocal definitions on gift presentation and acceptance, which causes
bewilderment within and between organisations, are also discussed. Both evidences show the

potential clash between Western and Javanese culture in the implementation of bureaucratic

reforms at the case organisations.

8.3.1. The Principle of ‘Kekeluargaan’ (Family) within and between the Case
Organisations

Within the indonesian context, the equivocal demarcation of public and private spheres takes
place due to the society’s attachment to the principle of ‘kekeluargaan’ - the principle of
family, by which any entities are treated as a big family, led by a father and supported by the
members of the family (Mulder, 1994}, As reported by the World Bank {2003}, one of the main
causes of ineffective public institution in indonesia is the blurred separation between public
and private entity. From this report, it is argued that the public service in Indonesia was
managed as private interest. The most senior politician in the case organisations was fully

aware of the problem of the amalgamation of public-private matters:

The country was managed by wrong governance, which did not meet public
aspiration. People demand that it is governed as a public entity, not as a private entity.
(The Finance Minister)**
As Mulder (1994) states, in Indonesian setting where the country is viewed as a big family or at
least as guided by the principles of family life, people will treat the common good as a shared
private interest that should be confined from non-family members and from those who do
not behave according to the family code. As a result, the boundary between state and civil

society and between personal and public fife becomes ambiguous (Renoe, 2002).

# Auoted from interview excerpt between the Minister of Finance and Metro Tv (2009).
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together at the office’s large meeting room. The main agenda of this ‘slametan’ event is the
distribution of ‘tumpeng’, the Javanese traditional yellow rice shaped like a mountain, to alf of
the participants (see appendix 8.3). The Head of Office slices the first cut of the ‘tumpeng’ and

gave it to one of his ‘anak bugh’ or subordinates. As Mulder observes, the purpose of the

slometan’ is to establish the condition of safety and prosperity within the society and the
hearts of its members (Mulder, 1979 in Woodward, 2011). It is a communal feast on important
occasions symbolising the mystic and social unity of participants {Geertz, 1960; Tsamenyi, et

al,, 2008). Such events are argued to strengthen the familial relationship within an
organisation.

At the Tax Office, this familial relationship is believed to be one of the most effective ways to
reach the tax revenue target. By adopting this approach, the tax official should employ

personal approach instead of being suspicious toward the tax payer.

The taxpayers are treated as family, so they can 100% trust us. As the consequences,
they will be ‘pekewuh’ [reluctant] to avoid paying their tax or give manipulated
financial information.., We try to give our best and [consequently] they [taxpayers]
will pay their taxes correctly and report on time, {Interview with Account
Representative 2}
Such conduct from the tax official is in contradiction to the case organisation’s effort to
establish impersonal interactions within and between organisations. This treatment to
consider the client as the member of the family is stemmed from the beliefs, which positions
‘keluarga’ or family as the most important entity in the life of Javanese people. For them, they
would rather live in misery as long as they are able to remain with their family. They follow the
old Javanese norm ‘mangan ora mangan kumpul’ or togetherness which is considered to be
more important than eating {Kayam, 1991; Sutarto, 2006). Some argue that this
extraordinarily strong value of family suggests that the Javanese are antagonistic to others’

values, including those Javanese who have yet to become real Javanese, other ethnicities, and

people from overseas.

The Javanese people use their own terms to refer to people that they call as “the others” as
“‘dudu bangsane’ or not our people” (Sutarto, 2006, p. 52). it is argued that Javanese people
will often show stronger loyalty to family rather than to office or state; in other words, a public
official’s duty to his office is secondary to that towards his family or community (Robertson-

Snape, 1999). Further, this author argues that the familial values have protected the Javanese
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society from Western individualism, which supposedly prefers the optimisation of the
individual at the expense of society,

Another Tax official from the claims section shares similar thoughts that the most effective
way to ask the tax payer to pay his/her tax debt is the use of a persuasive approach within

£ Fa
kekeluargaan atmosphere. Consequently, the taxpayer is felt to be given room to find a
solution,.

Well, if a taxpayer has difficulties in paying their tax obligation, we tried to offer
compromises; not an illegal one, though. As Javanese, we are taught to deal with
problems by attempting to reach ‘mufakot’ [consensus} through ‘musyawarah’
[communal meeting]. (Interview with Head of Collection Section})
The Section Head explained that since the ultimate goal of this section is to gain revenue from
tax debt payment, this office could offer negotiable approaches for the payment. One of the
approaches is to offer partial/instalment payment, which is not against the rules. By agreeing
to take such aiternatives, the taxpayer aiso shows his/her good intention to finalise their
obligation. Indeed, the adoption of such approach is one of the main ways of life of the
Javanese society, which is rooted from communal life which relies on agriculture cultivation.
Within such setting, any decision is made through communal meetings and gatherings
(‘musyawarah’) to achieve ‘mufakat’ or consensus (Tsamenyi, et al., 2008). Conseguently, the

social harmony is maintained {Geertz, 1960; Mulder, 1994).

The familial atmosphere is also revealed at the Customs Office. During my field work, | was
conducting a long interview, which lasted untii the iunch break time. At 12pm, my interview
was postponed and ! was offered to have lunch in the informant’s office together with all the
section members. The food was ready and served at the pantry room of this office. My
interviewee, the Section Head, explained that at this office members are like family; they eat
together with household type of foods. The activity of eating together every lunch break at the
Customs Office reflects the old Javanese norm ‘mangan ara mangan kumpul’ or togetherness
is more important than eating {Kayam, 1991; Sutarto, 2006). He further elaborated that each
of this section’s employees do ‘urunon’ {literally means chip in} by contributing some amount

of money every month to cover the cost of the foods. As the Section Head, my respondent

contributed the biggest share.

During our lunch the Section Head had some conversations with his members, asking what

they currently do and whether there are some challenges. He explained that his ability to
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closely monitor his employees’ activities play a crucial role in achieving the team goal.
Therefore, to take care of his subordinates as a member of a family is essential to build a

mutual trust among them. Some informal interaction, such as this lunch, enhances their
cohesiveness, as he illustrated:

I must admit that teamwork is one of the key factors of the success of this section, Of
course, my subordinate could gain some illegal profit from his action, for example he
could just not to report his finding to me and instead he offered a compromise to the
exporter so the illegal container can be shipped. However, by treating my members as
a family, the possibility of such a betrayal can be minimised. {Interview with Customs

Intelligent Officer)
The discussed above portrays how the life of the case organisations is shaped by
‘kekeluargaan’, the principle of family. In this context, people’s interactions are established to
tmaintain the social harmony or in the Javanese term it is called ‘rukun’ {Geertz, 1960; Efferin
and Hopper, 2007; Woodward, 2011}. Such circumstance is the ideal condition of society that

must be accomplished by Javanese people, as explicated by Mulder {1978} as follows:

‘Rukun’ is soothing over of differences, cooperation, mutual acceptance, quietness of
heart, and harmonious existence. The whole of society should be characterised by the
spirit of ‘rukun’, but whereas its behavioural expression in relation to the supernatural
and to superiors is respectful, polite, obedient, and distant, its expression in the
community and among one’s peers should be ‘akrab’ (intimate) as in a family, cozy,
and ‘kangen’ (full of the feelings of belonging) (p. 39, emphasis added).
The above description of the day-to-day life of the case organisations portrays a rather warm,
friendly, and personai interactions intra and inter organisations, which is resulted from the
exercise of Javanese values of ‘rukun’ or harmony (Geertz, 1961; Mulder, 1994; Efferin and
Hopper, 2007; Tsamenyi, et al., 2008).These characterisations contradict with the spirit of
impersonality as suggested by Weber (1974}, which requires impersonai conducts from the
officials {du Gay, 2008). The next two sections elaborate this paradox as evidenced in the

reforms initiatives within the case organisations.

The following sections further discuss the empirical findings of culture clash resulted from the
implementation of impersonality and the native culture. First, it discusses the clash within
{intra) organisations. It is followed by the interaction between {inter} organisation, particularly

between Tax officials and taxpayers and between Customs officials and the importers or

exporters,
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8.3.2. The Ceremonial Employee Assessment

One of the reforms initiatives at the case organisations is to introduce Balanced Scorecard
(BSC) as the basis of performance evaluation {Ministry of Finance, 2008b). BSC is established in

4 levels; from the ministry level to individual level. The lower level targets are cascaded from
the higher ones {ibid, p. 15):

Level 1, so called ‘Depkeu Wide’ (Ministry of Finance’s Wide), is strategy map for the
Ministry levei.

* Level 2, so called ‘Depkeu One’ {Ministry of Finance’s One), is strategy map for each
Directorate General.

Level 3, so called ‘Depkey Two’ {Ministry of Finance’s Two), is strategy map for each
Directorate.

Level 4, so called ‘Depkeu Three’ {Ministry of Finance’s Three), is strategy map for each
individual.

Prior to bureaucratic reforms, employee evaluation was neglected, particularly, due to lack of
performance target. Within such circumstances, the organisation was, consequently, unable to
differentiate the high, medium, and low performers. The reward was given similarly for ali
employees, regardless their capability and contribution, as demonstrated in the following a

rather extreme illustration:

in our office, they were the “705” brigade. This refers to empioyees who come to the
office at 7am, go home at 5pm, and contribute nothing or 0 {zero) during the office
hour. Yet, they earn similar salary with the rest. This is what we cail as the system, in
which no matter you are clever or not, you get same safary. {Interview with Head of
Tax Service Office)
Without proper practice of periodical evaluation on employee’s performance to see how well
they do their job, subjective personnel decision making based on personal relationship is
potential to exist at the case organisations {Hall 1963). Therefore, one of the reform’s
initiatives was to introduce balanced scorecard {BSC) as a target tools within the Tax Office. In
the Tax Office, an Account Representative (AR) is given tax revenue target annually, which is

calculated based on the office’s target and his/her [ast year revenue realisation.

This new initiative of employee assessment was faced with challenges, particularly due to the
difficulty for the superiors to provide objective evaluation. From the office decumentation, the
annual employee evaluation is skewed to the right, which implies that most empioyees are

rated as satisfactory or outstanding (DGT, 2010). Apart from the fact that this procedure is
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newly introduced, the dominant cause of this evidence is due to cultural barrier within the

managers in giving true assessment to their subordinates.

As discussed, the organisational life in the researched organisations, while subject to

competing pressures is similar to life within the typical Indonesian family. It reflects an

emphasis on cohesiveness of ‘gotong-royong’ or mutual cooperation, the father-son

association of superior-subordinate relationship and co-dependent relationship among

organisation members. As a consequence, people are encouraged to become psychologically
and emotionally attached with one another.

This reciprocal association among organisation members has influenced the commencement
of employees’ appraisal, related to both reward and punishment system, The evidence of
‘skewed to the right’ employees’ evaluation indicates that managers tend to be overly
compassionate when they have to give poor assessment, One of the main causes of this
leniency is because the annual performance appraisal has an impact on the eligibility of an
employee for promotion. Therefore, it is common for a superior to give an overvalued
assessment. As a conseguence, the promotion decision is made based on unrealistic indicators
since the annual performance appraisal, has in many instances, become ceremonial {Dwiyanto

et al., 2008).

Another cultural implication on the reforms is exhibited in the case organization’s initiative to
introduce the “Employee of the Month” programme {see appendix 8.4}, When the researcher
first entered the lobby of the Tax Office, | could see some photos of people hung on the wall.
They were neatly framed and engraved by the words of “Employee of the Month”, This
programme is intended to stimulate a strong climate of competition within the office.
Previously, the case organisations used to be perceived as exhibiting ineffective performance
and practices in common with other public institutions in Indonesia. These institutions were
seen as slow and stagnant due to the absence of competition among employees {(Synnerstrom,

2007). This initiative is argued to enhance employees’ motivation, as the Head of Office

explained:

There was a senior employee who will be retired in 3 years and he was chosen as the
employee of the month... [It makes] the youngsters to be motivatgd...there was no
manipulation on the selection, that man was chasen [because of his -
performance]...Others respond, “If he can be the best employee of this month, | surely
can be too. (Interview with Head of Tax Service Office)
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However, it is found that this mechanism is not without cultural implication. The following

Interview excerpt with one of the Head of Sections during the event of employee of the month

selection may reveal anather aspect of the assessment process.

Researcher

* Who do you think will became the new AR of the month?
Section Head

: Well, each section has already had one of their ARs as the employee

of the month, except the section Il Therefore, | bet Slamet from
section il will win it,

: Does he deliver the best performance so far?

: Yes, in his section but not in the office. But, as { said, only that
section has not won. So, it’s better for us to choose one of its
members. We feel ‘pekewuly’ if this section does not win. It creates

unjust within our big family. {Interview with Head of Supervision and
Consultation Section)

Researcher
Section Head

The above itlustration exhibits the utitisation of personal judgment to decide personnel
matters within the case organisations. This diverges with the requirement for any civil servant
to conduct with impersonal feelings or behaviour {Weber, 1974; Albrow, 1992}. This
circumstance within the case organisations is nurtured by the Javanese value of Tukun’, which
implies that people should seek for equality, rather than equity. To maintain the harmony

of ‘rukun’ people are required to behave ‘pada-pada’ and ‘sama rata’ meaning equal
{Setiawan, 1998). Anyone who “goes solo is considered to be a maverick and a fool” {Jackson,
1978, p. 37)

Within such atmosphere and condition, the employee assessment becomes routine and
ceremonial (Dwiyanto, et al., 2008). As reported in the work of Irawanto et al. {2011a), which
observe the human resources management practices within indonesian public institution, “the
change process and performance appraisal is viewed as a formality, and is done just to meet
the requirements of the administration processes rather than as a tool to enhance
organisational effectiveness” {p. 136). These authors claim this condition takes place due to

the organisation’s attempts, both by superiors and subordinates, to maintain the balance of

human life.

The establishment of a familial association in the organisation may also lead to the reluctance
of superiors ta punish their subordinates {Tsamenyi et al,, 2008). The superiors will bear the
feeling of ‘pekewuh’ or embarrassed reverence {Geertz, 1961) when they have to give sanction
or negative feedback to the employees. For example, at the Tax Office the Director General,

himself. reminded his managers to be selective and take care in sanctioning employees.
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regular period, usually monthly. In the Tax Office, the fund collected by ‘arisan’ is utilised to

assi i PR .
ssists their members in time of hardship, such as poorly, accident, or aven to pay for living

cost when they study abroad, as described by one of the informants:

This is the case of my colleague when he conducted his PhD in Japan. As you know
thf"t our 5Ch°|f‘r5hlp Is not sufficient for covering our fiving cost, especially when we
!mng our fal:n.lly. Therefore, he asked for his batch’s fund collected from ‘arisan’. This
is a nobile |n|t|‘at|ve, actually, but t am sure he will be burdened with his obligation. This
may Ie-ad to bias of his decision which involves someone from his batch, certainly.
(Interview with Head of Tax Service Office)
As argued by Verhezen {2002), this activity of ‘arisgn’ has become the cultural actualisation
that can strengthen the social bonding within organisation or society. This event has evolved
from merely an economic institution to become the strong foundation of solidarity of the
community. The above illustration of an official who is benefited from ‘arisan’ reveals a two-
fold dependency from the acceptor to the group. First, he owes money to the community that
he must pay back. Secondly, in particular Javanese context, he will be burden by the feeling of
‘Ssungkan’ or embarrassed reverence (Geertz, 1961). This will consequently affect his

objectivity that will eventually deteriorate his impersonal behaviours.

Furthermore, the feeling of personal indebtedness is resulted from non-rmonetary liability. It is
reported at the case organisations that a superior can request his subordinate to attend to his

private matters.

My superior gives a direct command to staff like me both for his official and non-
official duty. Even, | once was demanded to finish his school’s assignments. Deep in
my heart, | asked myseif...well, who should get the degree, me or him. {Interview with
Staff at Tax Office)

Within this condition, a superior is being dependent to his/her subordinates due to
subordinates’ assistance. In the Javanese terms, he is indebted of ‘hutang budy to his
subordinate; therefore he, in turn, is obliged to provide his subordinate with good deeds, such

as high scores in his evaluations of their performance (Mulder, 1994).

For Javanese people, this incalculable debt of “hutang bud/ is "a form of indebtedness with
which they will struggle incessantly to repay but which continues to endure even into the next
generation” (Pye, 1985, p. 117). Among the Javanese, it is their belief that “debts in money are

easily paid but debts in hutang budi endure ill the grave™ Jackson, 1980, p. 349, emphasis in
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original). Consequentty, the one who owes of
non-material debt.

‘hutang budi’ will do his/her utmost to repay this

The above illustration reveals the patron/client relations between superior and subordinates
within the Javanese influence, by which a close relationship tie is embedded. As Moertono
(1968, p. 14) observed that within the Javanese setting “the relationship between servant and
master is not impersonal; it is rather a personal and close tie of mutual respect and
responsibility” (in Errington, 1984, p. 277-278). This intimate relationship, as this author

argues, is originated from the life of a family.

This condition at the case organisations resembles what Weber (1946) refers as a system of
traditional authority, by which decisions were made on the basis of “personal sympathy and
favour, by grace and gratitude” (in Morand, 1995, p. 850). Therefore, it is evidenced from the
empirical findings that this approach is contradictory to that of impersonality, which requires
any rational administrative decision to be made based upon “personally detached and strictly

'objective’ expert” and "without regard for persons" {ibid, p. 850}.

Not only does Javanese culture have implications for relationship within {intra) the
organization but it also influences officiai-client interactions {inter), between tax officials and

tax payers. These complexities are discussed in the following section.
8.3.3. Refusal of Gifts to Remove the Co-Dependency

The chalienges of establishing impersonality are also demonstrated in the event of inter
organisation interactions. One of the causes of such difficulties is the existence of co-
dependent relationship between officials and clients. As reported in the study by AC Nielsen
(2005b} that there is still a need from the client for personal interaction, regardless of the
offices’ efforts to minimise officiai-clients interaction. According to this report, the new HR

policy to regularly transfer the employees throughout indonesia has created dissatisfaction

among taxpayers, such as expressed by one of the taxpayers:

The process was not compieted yet, but my AR was changed. | had to start all over
from the beginning to explain about my business. (Interview with Taxpayer 6)

Similar is exhibited by the Customs Office’s users:

| prefer the previous system. | could contact the Customs official directly and
ady knew the specific condition of my commodities, It goes without
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saying, if | can put it that wa

: ! y. This made the clearance of my containers faster,
(Interview with Importer 1)

The need of personal interaction is indeed common within Indonesian setting, which requires
the feeling of warmth and intimacy between peopie asin a family. This is characterised by
reciprocal cooperation, mutual acceptance, calm and unity among the society members
(Magnis-Suseno 1997). Therefore, this atmosphere has created a tendency within the officials
and the clients to establish a friendly personal reiationship. As Renoe {2002) observed, in
conducting any transactions, indonesians greatly prefer on the completion of this on the basis
of personal relationship. It is uncommon that a user commences his/her business without
knowing someone at the service provider {Dean, 2001; Renoe, 2002). In a situation where a
client has no connections, he/she shouid bring a middie man to bridge their relationship
(Renoe, 2002). Essentially, within the Indonesian context interpersonal refationship is essential

and both the officials and the users are required to build warm and friendly interactions.

Another challenge for the establishment of impersonal conduct within the case organisations
is due to the ambiguous of reciprocity within Javanese context, such as in the instance of
presenting and accepting gift. As discussed, a number of practices were observed within the
case organisations that were designed as part of the reform process to increase the
impersonal nature of the bureaucratic processes, including the enforcement of ‘Kode Etik’ or

Code of Conduct. Under these written rules, officials are forbidden to accept gifts.

Different responses to this new policy, both from employees and taxpayers, are evidenced
from the researcher’s observation on the daily interaction at the Tax Office. Some employees
are proud of their action not to accept any present from taxpayers. They claim that this

improves their ethical behaviour. As stated by one of the tax officials:

In the past, the officials asked for money; now, we refuse any gift. So, | could say that
there has been improvement of our morals of three degrees; from asking, receiving, to
refusing money or gift. (Interview with Head of Collection Section)

Similar practice is also evidenced in the Customs Office:

Initially, people were not convinced that the Customs Office could change... They were
not convinced that we will return any gifts...Well, in the past we asked for it [gifts],
now we do not ask anything, we even return it to the giver. (interview with Member

of Bureaucratic Reform Committee)
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According to Mauss {1990} “the gift mechanism is characterised by a three-foid structure of

reciprocity: to give; to receive: and to reciprocate or to return” {in Verhezen, 2002, p. 57).

Therefore, it is implied that the above practices of refusing gifts may overcome the reciprocity
consequences of gift acceptance.

This refusal was also evidenced in the daily practice, for example when a token of appreciation

from the taxpayer was rejected by a Tax Office official:

Yesterday, when | paid my land and house tax, | was served professionally by the tax
official. | gave him ‘uang rokok’ {literally means cigarette money] of 10,000 rupiahs
[equals to 80pence] to the official to express my satisfaction. However, he refused it and

said “this is our job, madam...by paying your tax it is more than enough for us.
(Interview with Taxpayer 7)

Another example is evidenced in the report by AC Nielsen {2005b}, which investigates the

taxpayers’ perception on the tax officials’ integrity.

A friend of mine indirectly talked about giving an ‘amplop’ [literatly means envelope,
which represents bribe] and the tax auditor reprimanded him for that. Tax payers
should not tempt auditors. (interview with Taxpayer 8)
It is the Tax Office’s policy to strictly reject any gifts. The office, even, returns the presents
with an official letter stating that the new code of conduct prohibits the Tax Office to receive
such gifts. This can remove the feeling of indebtedness within the tax officials; as the

consequence they can carry out their tasks toward the taxpayers more objectively.

| don’t want my employees to lose their independence so they can be dictated by the
taxpayers because they feel indebted of ‘hutang budi’. We prefer to bear the risk of
being impolite than to be dependent to the taxpayers. {Interview with Head of Tax

Service Office)

However, the changes on the behaviours of Tax officials are nox without any obstacle,
particularly due to different perceptions on the gift presentation and acceptance under
specific cultures. The refusal of such gesture from the taxpayer is perceived as paying

disrespect and causing bewilderment to them.

One time the AR came here at lunchtime and | asked him to go out for lunch but they
refuse. | mean it is normal since it was lunchtime, not for a certain purpose. | became
confused and don’t know what to do. {Interview with Taxpayer 9)
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8.4. Summary

This chapter is aimed to investigate the extensive bureaucratic reform programme initiative to
establish impersonality within the case organisations. The organisations have decided to
modify their HR management systems to create impersonality to become the organisations’
work ethos. Based on this working philosophy, employees are required to conduct ‘sine ira et
studio’, or "without hatred or passion, and hence without affection or enthusiasm” {Albrow,

1992, p. 313); therefore, “both organisational members and outsiders are treated without
regard to individual qualities” (Hall, 1968, p. 95).

The new HR policies have been introduced both at the Tax and Customs Office, including the
regular employees transfer, the introduction of ‘Kode Etik’ or Code of Conduct, and the
minimisation of client-official contact. First, the reforms initiative to regularly transfer the
employees between offices/branches is aimed to break the long, personal relationship among

officials and between them and the users. It has been reported that these proximities has led

to collusive practices,

Second, the introduction of the 'Kode Etik’ or Code of Conduct has defined the dos and the
don’ts for the employees in conducting their official duties. This has created a new boundary
for the interaction between officials and clients. In the essence, the code of conduct requires
the employees to complete organisational tasks based on impersonal and functional

objectives not on person relationships {Albrow, 1992; du Gay, 2008; 2011).

Lastly, the case organisations have attempted to minimise the interaction between employees
and users. It is believed that less interaction between official and clients can reduce the
probability of collusion and corruption. The case organisations have determined their new

office space delineation, which separates the bureau from the non-official domicile (Weber,

1974).

This chapter, in particular, focuses on the implications of Javanese values of harmony on the
implementation of reforms initiative to establish impersonality (see table 8.1. for the
summary}. Within Javanese setting, the importance of personal relationships necessitates a
warm, friendly, and personal treatment {Geertz, 1961; Mulder, 1994; Renoe, 2002}, which is
contradictory with Weber’s idea of impersonality. Therefore, this chapter discuss some
potential clashes between these two different preconceptions of inter and intra organisational

interactions, which may challenge the sustainability of the reform programme,
200






Chapter Eight: Impersonality within The Javanese Setting

Azumi and McMillan, 1975 in Horvath, et al,, 1981), like Indonesia. It is exhibited in this study
that a carefuily modification of organisational form is needed to make the so called “New
Public Management” works within different cultures {Hood, 1995; Ferlie, et al,, 1996). As
Sozen and Shaw {2002) claim, “changes in public sector management have to consider the

cultural factors of public services and management models cannot be imposed unchanged” {p.
475).
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CHAPTER NINE

THE IMPORTANCE OF THE CULTURAL ASPECTS OF
BUREAUCRATIC REFORMS

9.1. Introduction

The previous empirical evidence in chapters 6, 7 and 8 provided extensive discussions of how
control within the case organisations is modified as a result from the bureaucratic reform
programme. The findings of the research have revealed the complexities of the
impiementation of bureaucratic reforms within the case organisations, particularly due to the
implications of strong cultural influences. The importance of the cultural aspects on the
reforms process has been put forward in chapter 1, by which the research believes that the
change of control mechanisms within an organisation is dynamic and influenced by its context

(Hopwood, 1987; Birnberg and Snodgrass, 1988; Dent, 1991; Ansari and Bell, 1951; Ahrens and
Mollona, 2007).

To gain a comprehensive understanding of the interactions of control and culture at the case
organisations, the field study encompassed the observation of bureaucratic reforms
implementation both at the strategic level and the operational level of the organisation. The
research’s evidence and interpretations indicate a threat to the reform programme resulting
from the failure to take sufficient account of the impact of the Javanese culture on the design

and implementation of the reforms.

The following sections re-present some key evidence of the implementation of bureaucratic
reforms at the case organisations. In particular, this chapter reprises the interaction between

control and culture, which is the focus of the research.
9.2. The Key Initiatives of the Bureaucratic Reforms

The bureaucratic reforms, both at the Tax and Customs Office, have been implemented based
on the uniform framework of the reform, which comprises three key piliars, namely
organisation restructuring, business process improvement, and HR Management

enhancement {Ministry of Finance, 2008a). This bureaucratic reform framework is exhibited in

the following figure 9.1, which was shown earlier in chapter 2,






Ch ina-
apter Nine: The Importance of The Cuftural Aspects of Bureaucratic Reforms

The implementation of standardisation and formalisation within the second pillar has
generated certainty and predictability of the completion of tasks; thus minimising
employees’ role ambiguity {Adler and Borys, 1996). Furthermore, such greater certainty and
predictability have also been generated for the external users. Nevertheless, these positive
impacts of standardisation and formalisation do not come without any costs in gther aspects
of work practices. This research reports the occurrence of employees’ complacent behaviour,
in which employees did not want to exceed the standard, which has been determined by the
organisation in the Standard Operating Procedures/SOPs (Adler, 1993). The evidence of the
research also reveals the ‘blind’ rule-following behaviour, resuiting from the formalisation of
rules and procedures. Within such condition, what appears in the SOPs is rigidly followed by
the employees; thus rules becoming ends in themselves due to severe obedience and
conformity to rules and regulations {Merton, 1976). This may influence the organisations’
ability to adapt with the future changing environment.

The reform has no meaning in peopie’s heart; people now tend to comply with the
SOPs without any creativity to modify the rules to foliow the changing situation.
{interview with Member of Bureaucratic Reform Committee)

The reform initiatives within the last pillar focused on the case organisations’ efforts to modify
the HR management systems to create impersonal behaviour within the office. Employees are
required to conduct ‘sine irg et studio” or “without hatred or passion, and hence without
affection or enthusiasm” {Albrow, 1992, p. 313). Several new HR policies have been
introduced, inciuding the regular employees transfer, the introduction of Code of Conduct,
and the minimisation of client-official contact to clearly segregate the private and official
realm within the office:

The modern organisation of the civil service separates the bureau from the private
domicile of the official, and, in general, bureaucracy segregates official activity as
something distinct from the sphere of private life. (Weber, 1974, p. 197}

Table 9.1 summarises the reform initiatives within each pillar of the bureaucratic reform
framework. In addition, this table aiso demonstrates which Weber's dimension of bureaucratic
control is associated with each of the reforms initiatives. Consequently, the summary in table

9.1 provides a recapitulation of format used to structure the analysis of each of the empirical

chapters {chapters 6 through 3).
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Such dependency reflects the father-child association within the Javanese setting, as

illustrated by Yudianti and Goodfellow (1997):

...most.subordinates lack an appreciation of basic initiative. This is compounded by a
perv?dlng spirit of passivity, which manifests itseif as a lack of self-confidence. Itis a
dominant theme across most of Indonesian society, and is believed to result from a
strong tradition of paternalism and feudalism, particularly in Java. {p. 106}

This condition suggests that the culture is closer to Weber’s definition of traditional hierarchy
(Weber, 1974; Hughes-Freeland, 2007; Tsamenyi, et al., 2010), by which people obey someone
because this person occuples a position which provides historical reasons that they ought to
be followed. The conclusion of this research is that this pervasive notion of ‘hormat” and its
tendency to strengthen hierarchy stifled several reform initiatives. The empirical evidence is
used to demonstrate the influence of the Javanese culture on work attitudes and behaviours

that have become ingrained in the life of the case organisations.

Chapter 7 elaborates how the Javanese values of ‘rukun’ or harmony has influenced the
implementation of the SOPs hoth at the Tax and Customs Offices. As discussed in section 9.2,
the adoption of the standardisation policy was reported, by some participants, to encourage
employees to merely achieve the target as stated in the SOPs. This negative impact of
standardisation is magnified by the Javanese cultural vaiue of ‘rukun’, by which people are
demanded not to seek to excel above, or exceed the mass performance of the majority. The
‘above-the-standard’ performance is seen to create un-equality and this may eventually

hamper the equilibrium within society (Geertz, 1960).

Furthermore, the Javanese concepts of ‘manut’ or obedience and ‘nrimo’ or acceptance have
further emphasised the generation of ‘blind’ rule following behaviour, in which the employees
are required to accept, with full compliance, what are commanded to them (Mulder, 1994).
The people’s demonstration of ‘manut’ moves them to respond positively to absolute
guidance and direction {irawanto et al., 2011a). While the Javanese concept of ‘nrimo’

emphasises the importance of always accepting what is offered to achieve and build harmony

{Geertz, 1960).

Within the case organisations, the ‘blind’ rule-following behaviour was reinforced by the

application of ‘monut; while the absence of feedback for improvement was caused by the

imo’. It is impli as adopted within the case
Javanese norm of ‘nrimo’. It is implied that the Javanese cuiture as adop

organisations has exacerbated the consequences of the bureaucratic control. Such
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interacti il " .
tional effects indicate [the] important cultural influences in organisations with respect

to the level and forms of bureaucratisation” (Horvath et al., 1976, p. 69).

Chapter 8 discusses the evidence from the case organisations of the contradiction of Western
culture represented in weber's impersonality with the Javanese value of ‘rukun’ or harmony.

The former requires rather ‘cold’ and impartial refations and delivery of services (Weber,

1974; Albrow, 1992; du Gay, 2011); the latter necessitates more warm, friendly, and personal

treatment (Geertz, 1961; Mulder, 1994; Renoe, 2002).

These different approaches of Western and native culture have influenced the interactions,
both within and between organisations. The Javanese culture has shaped the relationship
between superior and subordinate to be based on the indebted feeling of ‘hutang budi . in this
way, some office’s decisions were made on the basis of personal interests, which is
contradictory to Weber’'s conception of the need for impersonality. The co-dependent
relationship between superior and subordinates has also resulted in a degree of subjective
staff performance evaluation, as is demonstrated by the reported tendency to prepare

employee assessments in a ceremonial manner, influenced by ‘hutang budi’, within the case

organisations.

The interactions between the officials and their clients were also influenced by the Javanese
values of ‘rukun’. The practice of accepting and refusing gifts at the case organisations reflects
the distinct ideas between the Western and the Javanese society. Within the Western setting,
gifts are perceived as positive debts; while the Javanese culture sees presence as negative
debt (Verhezen, 2002). As a consequence, the acceptance of gifts may create inferior
dependency for the receiver; therefore he/she is obliged to repay it {Jackson, 1978; Mulder,
1994), Eventually, such obligation may influence the capability of the official to perform their
duties “without hatred or passion, and hence without affection or enthusiasm” {Albrow, 1992,

p- 313).

The evidence in chapter 8 demonstrates that Weber's ideal bureaucratic dimensions often do
not fit well with Javanese values. This finding resonates in what Renoe (2002} argues about the
Western view of efficient bureaucracy not coinciding with local culture, in this case the
lavanese culture which has dominated public service in Indonesia for several decades at least.
The findings of the research demonstrate how the Javanese culture is an impediment to the

implementation of the bureaucratic reforms at the case organisations.
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CHAPTER TEN

CONCLUSION

10.1. Introduction

My research has sought to provide an in-depth understanding of how an extensive
bureaucratic reform programme has been implemented in two critically important Indonesian
public institutions. The bureaucratic reforms, which have moved the Tax and Customs Offices
towards a more bureaucratic organisational form, have provided some quick wins, including:
increased employee discipline, faster service delivery, more efficient budgeting, and the
reduction of corrupt practices {Ministry of Finance, 2008a). Nevertheless, some critical

challenges were and still are faced by the organisation,

The most recent case of tax evasion, that has allegedly taken place in the tax court involving a
number of tax officials, tax court officials and judges, police, atlorneys, and taxpayers, has put
the reforms at the Tax Office in doubt (Jakarta Post, 2012). The facts in the case are said to
reveal that “a tax official conspired with a number of tax evading companies to defraud the
Tax Office of tens of millions of dollars" {Rizal, 2011, p. 436}. Such a significant case
demonstrates the complexities of the implementation of bureaucratic reforms at the case
organisations. The reforms cannot be claimed to have solved all the problems within the case
organisations. Fraud takes place in every country and so it is important and legitimate to

follow the reform process over a period of time to trace the impact of the reforms.

This research, in particular, speculates that the reforms process may have been affected due
to a conflict with strong cultural influences. These cultural influences have produced conflicts
which threaten the medium to long term sustainability of the reform programmes. The
findings of the research demonstrate how the adoption and implementation of control
mechanisms within an organisation, such as that resulting from the bureaucratic reform
programme, considered in this research, are affected by culture (Hopwood, 1987; Ansari and
Bell, 1991; Flamholtz, 1996; see also Efferin and Hopper, 2007 and Tsamenyi, et al., 2008 for
research within indonesian setting). The evidence from the empirical findings has revealed the
complexity of the implementation of Western inspired administrative arrangement within a

strong culture. This research claims that it is the reform process that is creating dissonance

with the pre-existing lavanese cultural vaiues.



Chapter Ten: Conclusion

The seiecti ,
ction of the Tax and Customs Office as the organisational context for my research has

rovid i 3 . ..
provided a uniue setting. First, the Ministry of Finance, as the overarching institution of these

two major organs of state revenue, has been used to provide pilot projects and build expertise
of bureaucratic reforms within these key Indonesian public institutions. Reform initiatives at
these offices have been heralded as success stories for the bureaucratic reform process.
Furthermore, the influence of the international donors, primarily the IMF, as the instigator of

the reforms, provided the impetus for the adoption of a Western model of public sector
change into Indonesia.

Based on its evidence and findings, this research, therefore, suggests that a thorough
evaluation of the adoption of a Western bureaucratic approach within a specific context
{Eisenstadt, 1968; Azumi and McMillan, 1975 in Horvath, et al., 1981), such as Indonesia,
should be conducted. In particular, the evaluation is critical due to the significant cultural
differences in different parts of the world. Different cuitures are likely to require distinct or, at
least, carefully modified organisational forms, which fits the specific cultural concepts and
practices {Horvath, et al., 1976; 1981). The instance of such modification is reported in the
study of the Fijian public sector by Sharma and Lawrence (2009; 2010), by which the imported
quality management was customised to fit the native Fijian culture, Consequently, this “will
allow cultures in disparate societies to achieve a level of development amenable to their

histories, circumstances, and distinct needs” (Ohemeng, 2010, p. 457).

The purpose of this chapter is to provide summary, conclusions and implications of the study.
The remainder of the chapter is divided into three sections. First, a reflection on the research
methodology adopted in the study is discussed. It is followed by a summary of the key findings
of the study in relation to the research questions of the thesis. This section also encompasses
the discussions of the main contributions of the study to knowledge. The discussion of the
impilication of the research completes this chapter, including an acknowledgement of the

limitations of the study and conseguent recommendations for future research.

10.2. Reflection on the Research Approach

The research | conducted was based on the underpinning presupposition that the change of
control systems as a result of the bureaucratic reform programme at the case organisations
must be considered in its organisation and cultural context {Ansari Beli, 1991; Flamholtz, 1996;
Hoque and Hopper, 1994; 1997). In order to recognise this, the research approach was

designed to acknowledge the importance of an imposing and extensive cultural tradition

216



Lhaplter Ten: Conclusion

{Efferin and Ho . :
PPer, 2007; Tsamenyi, et al., 2008} that provided a significant backdrop to the

-reforms. Based on this assumption, the study utilises an interpretive approach to gain an
intensive understanding of the implementation of bureaucratic reforms at the case
organisations. The selection of interpretive methodology as a framework for researching
organisations, such as in this research, has gained increasing recognition in the accounting and
management literature (for examples Morgan 1988; Covaleski and Dirsmith 1990; Ansari and

Bell, 1991; Dent 1991; Llewellyn 1993; Alvesson and Deetz, 2000; Ahrens and Chapman, 2004;
Ahrens and Moliona, 2007).

The interpretive approach also fits the aim of the research, which is to obtain a rich
understanding of how the implementations of bureaucratic reforms have interacted with and
been affected by the prevailing Javanese culture. This research employs an ethnographic case
study approach to construct a detailed, in-depth understanding involving multipie data
sources {Cresweil, 2007). The use of ethnographic case study also allowed me to gain a
comprehensive understanding of the interactions of control and culture at the case

organisations both at the strategic ievel and more importantly at the operational level of the
organisation.

Both the selected research methods and methodology were new to me. As someone who
works for a central bank, | was accustomed to being surrounded by quantitative approaches.
The selection of my research approach was the ouicome of my interactions with my
supervisors, my attendance on the Research Method Course {RMC) at my school and the
reading that these interactions inspired. Nevertheless, the swing from functionalist to
interpretivist methodology has provided me with a remarkable journey to the completion of

my thesis.

As a beginner ethnographer, ! attempted to familiarise myself with this unique method
throughout the period of my study. Two books from Spradiey {1979; 1980} on ethnographic
methods and a particular book of “The Real Life Guide to Accounting Research: A Behind-the-
Scenes View of Using Qualitative Research Methods” by Humphrey and Lee {2004) have been
my personal guidance to conduct my research. One of the best suggestions | gained was the
advice to generate a periodic summary of my field work. Despite my limited spare time,
particularly due to the transcription process during my field work, writing this summary and
reported it weekly to my supervisor have been significant to document what happened in the

case organisations and what my reflection was of those events.
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During my field work, | experienced the ups and downs of being a researcher. At the first

week of my field work, | was quite frustrated by not being able to arrange a single interview
with the officials at the Tax office. | realised that | could not solely rely on the letter of
approval from the Minister of Finance. Instead, within the case organisations’ setting | should
have had someone | knew within the organisation to pave the way for my access. This may
refiect the implication of ‘Javanese value of ‘rukun’ within the case organisations, which
requires personal relationship among the members of the soclety. As observed by Dean {2001)
and Renoe (2002}, within the Indonesian context, it is uncommon for a user to be able to

commence his/her business without knowing someone at the Tax office,

As my field work progressed and rapport and trust were built up, the access to the case
organisations became increasingly open. Most of the members of the organisations were
cooperative and | had 100% approval of my interview arrangements; each lasted about 1.5
hours. All of the interviewees were also willing to have our conversations recorded. These
interview exchanges provided me with vast amounts of textual and other information on the
implementation of bureaucratic reforms at the case organisations. The guantity of the
interviews, both in terms of the numbers of participants and the length of the interviews,

demonstrated my acceptance as a researcher by the case organisations.

By involving in the life of the case organisations during the fieldwork, | had an opportunity to
observe the everyday practices of the organisation, the influence of the reforms and what
these practices meant to the members of the organisation involved {Brewer, 2000). It has
been argued that such rich information is rarely revealed in the brief and superficial contact
typical of alternative research approaches. | was involved in several internal meetings at the
case organisations. Also, the case organisations assigned me to attend some external
engagements. | could observe that the members of the case organisations felt honoured to
have their institutions being researched. Such a feeling was demonstrated during my
involvement in a socialisation of ‘drop box’ program, in which they always introduced me to
the audience as a researcher at their office. During this event, | was assigned as part of the

Gangsar Tax Service Office’s team to deliver a presentation of the newly introduced tax report

submission mechanism to taxpayers.

During my field study at the Customs office, | could not thoroughly blend with the members of
the organisation as 1 did in the Tax office. This is due to the unigue condition at the Customs
office such that their staffs have to wear a special uniform {see chapter 5 section 5.3.2). Since |
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did not wear the same uniform like the Customs officials,

am i
example, when | had my lunch in the office canteen | found it hard to approach them because

I felt like a stranger at this office. For

of having such feelings,

Duri 1 ' . B
uring the field study, I could also feel’ the cultural implications on my data collection

techniques. For example, an interview with more than one interviewee was not useful due to
the participant’s tendency not to disagree or argue with other’s ideas. This is due to the

implications of the Javanese valye of ‘rukun’, which requires people to conceal any

disagreement. Therefore, techniques such as focus group discussion (FGD) are not suitable or

amenable to the Javanese setting. Moreover, an interview that involving superior and
subordinate at the same time would be unlikely to gain the real meanings from the
participants, especially from the subordinates. Such problems occur because of javanese value
of ‘hormot’, which necessitates subordinates to demonstrate proper respects to their
superiors. Under such circumstance, the subordinates tend to agree with whatever their

superiors say,

This research method allowed me to understand the implementation of the bureaucratic
reforms in their organisational context (Burchell, et al., 1980). The adoption of case study has
been encouraged by some scholars {for exampies Hoque and Hopper, 1994; Uddin and Hopper
2003; Uddin and Tsamenyi, 2005) to understand the change of control mechanism within the
unigue environment of the research, such as the Less Developed Countries {LDCs), including
indonesia. This, in particular, is due to the prevalence of social, political, and more importantly
cultural factors in these settings {Uddin and Tsamenyi, 2005; Sharma and Lawrence, 2009;

2010).

when acknowledging the importance of culture, this research utilises Geertz’s {1973)
interpretations of culture to understand the implications of Javanese culture for the reform
programme. Within such a phiiosophical stance, culture should be understood within its
context; therefore a researcher shouid immerse him/herself into the daily life of the
researched unit to understand their culture (Geertz, 1973). As argued by McSweeney (2002),
Geertz’s notion of culture and vaiues provides a richer understanding of culture compared to
Hofstede’s (2001; 2006} generalisation of cultural framings, The latter is criticised for its
simplification of cuiture (Baskerville, 2002), by which Hofstede attempted to measure the

unmeasurable (Macintyre, 1971; Smelser, 1992 in McSweeney, 2002).
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Abangan
Alus

Andap-asor

Arisan

Bapakisme

Batin

Bhinneka Tungaal

tka
Bina Ghra

Duragka

Gotong-Royong

Harmat

Hutang-Budi

Isin

Javanese

Jowanisasi

Kasar

Kromo inggil
Kromo Madya
Kuwalat

Lair
Mangkat
Manut

Moti
mbaleio
Mufakot
Musyawarah

Nasi tumpeng

Ngoko

GLOSSARY

Javanese people who are nominal Meoslem and mainly commoners.

Javanese cultural c.:o'ncept meaning pure, refined, polished, polite, exquisite,
ethereal, subtle, civilised and smooth,

lavanese cultural. Concept meaning to humbie oneself politely towards
anyone who of either appreximately equal or higher rank.

Cooperative endeavour or mutual help. An activity that is originated from
the favanese society’s practice to establish a rotating credit associatien,

which censists of a group who each of them agrees to pay regular
contributions,

Javanese form of paternalism/patronage.

lavanese cultural concept meaning the inner realm of human experience.

Unity in diversity.

House of government.
Sinful.

Mutual cooperation.
To respect.

A form of indebtedness with which they will struggle incessantly to repay
but which continues to endure even into the next generation.

Shy or ashamed or embarrassed or guiit.

The largest ethnic group in Indonesia mainly occupying the island of Java
{(1awa).

The institutionalisation and internalisation of Javanese cultures in all
aspects of the Indenesian life.

Javanese cultural concept meaning impulite, rough, uncivilised.
Highest level of fjavanese language.

Middle level of Javanese language.

inevitable supernatural sanction.

Javanese cultural concept meaning the outer realm of human behavior.
passed away (used in the highest level of Javanese language).

The acceptance with full compliance what are commanded.

Passed away (used in the lowest fevel of Javanese language}.
Rebellious.

Consgensus by acclamation.

Communal meetings and gatherings

Traditional Javanese meal for special occasions made from a large cone of
cooked rice and side dishes such as chicken, vegetables, and eggs. The top
of the pyramid is given 1o the person regarded as the leader,

Lowest level of Javanese language.

246






Appendix 1.1
Appendix 5.1

Appendix 5.2
Appendix 5.3
Appendix 5.4
Appendix 5.5
Appendix 5.6
Appendix 5.7
Appendix 5.8
Appendix 5.9
Appendix 5.10
Appendix 5.11
Appendix 5.12
Appendix 5.132
Appendix 5.14
Appendix 5.15
Appendix 5.16
Appendix 5.17
Appendix 5.18

Appendix 5.19

Appendix 5.20:

Appendix 5.21:

Appendix 5.22

Appendix 5.23
Appendix 5.24
Appendix 5.25
Appendix 5.26
Appendix 5.27
Appendix 5.28

Appendix 5.29
Appendix 7.1

Appendix 8.1
Appendix 8.2
Appendix 8.3

APPENDICES

Map of Indonesia

Old Building of Ministry of Finance

Djuanda Building (New Building of Ministry of Finance)
Organisation Chart of DGT

The Building of DGT Headguarter

Tax District Area of Gangsar Tax Service Office
Organisation Chart of Gangsor Tax Service OFfice
The Building of Gongsar Tax Service Office
Counter Desk at Gangsar Tax Service Office

Help Desk at Gangsar Tax Service Office
Organisation Chart of DGCE

Buiiding of DGCE Headquarter

Port of ‘Tanjung Priok’

Building of “Tanjung Priok’ Main Service Office

Working Area of “Tanjung Priok’ Main Service Office

Organisation Chart of “Tanjung Priok' Main Service Office

Container Physical Examination Process
Formal Letter to the Ministry of Finance

Reply Letter from the Ministry of Finance

Memorandum from Secretariat General of the Ministry of Finance

to DGT and DGCE

Memorandum from Secretariat General of the DGT to Director of

Public Relations

Memorandum from Directorate of Public Relations to Gangsar Tax

Service

Memorandum from Secretariat General of the DGCE to Head of

‘Tanjung Priok’ Main Service Office
Taxpayer Visit

Port Visit

Field Note Form

List of Interviews

Consent Form

Summary of Field Work

Quotable Quotes from Interview Transcyipts
Finger Print Absence System

CCTV at the Tax Office

Door Access Systemn at Customs Office

‘sjagmetan’ at Gangsar Tax Service Offlce
248

250
251

251
252
252
253
253
254
254
255
255
256
256
257
257
258
258
255
263

264

265

266

267

268
268
265
270
274
276
277
289
289
250
290










































































































































	00000001
	00000002
	00000003
	00000004
	00000005
	00000006
	00000007
	00000008
	00000009
	00000010
	00000011
	00000012
	00000013
	00000014
	00000015
	00000016
	00000017
	00000018
	00000019
	00000020
	00000021
	00000022
	00000023
	00000024
	00000025
	00000026
	00000027
	00000028
	00000029
	00000030
	00000031
	00000032
	00000033
	00000034
	00000035
	00000036
	00000037
	00000038
	00000039
	00000040
	00000041
	00000042
	00000043
	00000044
	00000045
	00000046
	00000047
	00000048
	00000049
	00000050
	00000051
	00000052
	00000053
	00000054
	00000055
	00000056
	00000057
	00000058
	00000059
	00000060
	00000061
	00000062
	00000063
	00000064
	00000065
	00000066
	00000067
	00000068
	00000069
	00000070
	00000071
	00000072
	00000073
	00000074
	00000075
	00000076
	00000077
	00000078
	00000079
	00000080
	00000081
	00000082
	00000083
	00000084
	00000085
	00000086
	00000087
	00000088
	00000089
	00000090
	00000091
	00000092
	00000093
	00000094
	00000095
	00000096
	00000097
	00000098
	00000099
	00000100
	00000101
	00000102
	00000103
	00000104
	00000105
	00000106
	00000107
	00000108
	00000109
	00000110
	00000111
	00000112
	00000113
	00000114
	00000115
	00000116
	00000117
	00000118
	00000119
	00000120
	00000121
	00000122
	00000123
	00000124
	00000125
	00000126
	00000127
	00000128
	00000129
	00000130
	00000131
	00000132
	00000133
	00000134
	00000135
	00000136
	00000137
	00000138
	00000139
	00000140
	00000141
	00000142
	00000143
	00000144
	00000145
	00000146
	00000147
	00000148
	00000149
	00000150
	00000151
	00000152
	00000153
	00000154
	00000155
	00000156
	00000157
	00000158
	00000159
	00000160
	00000161
	00000162
	00000163
	00000164
	00000165
	00000166
	00000167
	00000168
	00000169
	00000170
	00000171
	00000172
	00000173
	00000174
	00000175
	00000176
	00000177
	00000178
	00000179
	00000180
	00000181
	00000182
	00000183
	00000184
	00000185
	00000186
	00000187
	00000188
	00000189
	00000190
	00000191
	00000192
	00000193
	00000194
	00000195
	00000196
	00000197
	00000198
	00000199
	00000200
	00000201
	00000202
	00000203
	00000204
	00000205
	00000206
	00000207
	00000208
	00000209
	00000210
	00000211
	00000212
	00000213
	00000214
	00000215
	00000216
	00000217
	00000218
	00000219
	00000220
	00000221
	00000222
	00000223
	00000224
	00000225
	00000226
	00000227
	00000228
	00000229
	00000230
	00000231
	00000232
	00000233
	00000234
	00000235
	00000236
	00000237
	00000238
	00000239
	00000240
	00000241
	00000242
	00000243
	00000244
	00000245
	00000246
	00000247
	00000248
	00000249
	00000250
	00000251
	00000252
	00000253
	00000254
	00000255
	00000256
	00000257
	00000258
	00000259
	00000260
	00000261
	00000262
	00000263
	00000264
	00000265
	00000266
	00000267
	00000268
	00000269
	00000270
	00000271
	00000272
	00000273
	00000274
	00000275
	00000276
	00000277
	00000278
	00000279
	00000280
	00000281
	00000282
	00000283
	00000284
	00000285
	00000286
	00000287
	00000288
	00000289
	00000290
	00000291
	00000292
	00000293
	00000294
	00000295
	00000296
	00000297
	00000298
	00000299
	00000300
	00000301
	00000302
	00000303
	00000304
	00000305
	00000306
	00000307
	00000308
	00000309
	00000310
	00000311
	00000312
	00000313
	00000314
	00000315
	00000316
	00000317
	00000318
	00000319
	00000320
	00000321
	00000322
	00000323
	00000324
	00000325
	00000326
	00000327



