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Abstract— This study aims to find a model for financing
infrastructure development. This research method is
explorative qualitative and carried out in Bandung City,
West Java Province, Indonesia. Data collection techniques
include literature studies and in-depth interviews. The
results showed that the budget allocation for infrastructure
development in the Regional Expenditure Budget (APBD)
was still very lacking. This happens because the budget
allocation is still more for personnel expenditure. Therefore,
the Bandung City Government is looking for funding sources
other than the APBD to build the infrastructure. There are
three financing models carried out by the Bandung City
Government to finance infrastructure development, namely:
(1) conventional models, (2) transitional models, and; (3)
ideal model (budget sustainability). Financing with
conventional models fully relies on the budget allocation of
funds from the APBD. Transitional financing combines the
budget from the APBD and partnerships with other parties.
Whereas the fully financing ideal financing model is financed
by the non-regional budget. To realize the ideal model it is
necessary to work together with various parties
synergistically by considering three aspects, namely:
partners to partner, forms of cooperation, and
implementation period.

Keywords— financing models, development, infrastructure,
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I.INTRODUCTION

Infrastructure financing is the capital expenditure
made by the government in order to provide access and
facilities. So far infrastructure financing has only relied on
funding sources from the Regional Budget (APBD). The
limited sources of APBD financing have resulted in
constrained infrastructure development. Opportunities to
find financing sources become open in line with regional
autonomy.

The implementation of regional autonomy demands
the creativity of regional leaders to explore the potential of
their regions. Regional autonomy also gives full authority
in managing finances in their respective regions. In fact,
local governments generally have not been able to perform
their functions and roles efficiently, especially in regional
financial management [1].

Every local government is expected to be able to
promote socio-economic development for the local
population [2]. The development of an area should indeed
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come from within the region. The development comes
through the will and desire of the people in the area [3].

Regional autonomy policy is considered a policy that
benefits regions that have potential resources. However,
for regions that lack potential resources, the regional
autonomy policy is an unfavorable policy [4]. This
opinion is consistent with previous research which states
that local governments have unequal abilities in each
region [5].

The local government in collaboration with the
Regional Representative Council determines the general
policy direction and budget priorities first as a guide [6].
Law Number 32 of 2004 concerning the regional
government which is a package of legislation with Law
No. 33 of 2004 concerning the financial balance between
the central and regional governments, opens up the widest
possible opportunity for local governments to explore all
their best potential. That way, each region will have one
or more specific advantages relative to other regions [7].

Regional finance in Indonesia has almost the same
characteristics, namely the very low portion of own
regional revenues or Regional Original Revenues (PAD)
that can be used for public and regional interests [5]. This
can be seen from the low proportion of PAD to total
regional income when compared to the number of
transfers from the central government [8]. In Law Number
33 of 2004, regional financial resources come from PAD,
balancing funds, regional loans, and other legitimate
revenues. PAD, consists of regional taxes, regional
retributions, the profit share of regionally owned
enterprises, and other regional revenues [9].

Regional development is a manifestation of the main
task for a regional government. Regional development
functions can take the form of physical development, as
well as human resource development. To carry out the
development function, the local government needs funding
sources that are usually obtained through APBD. The
amount of funding needed to support regional development
programs certainly cannot be entirely financed by the
available APBD, there are still many development
programs that have not been touched by APBD financing.

Infrastructure development that is believed to be able to
increase the rate of economic growth, has so far not
received a reasonable proportion due to budget constraints.
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Likewise, in the Bandung City APBD, it indicates that
there is a high gap between personnel expenditure and
capital expenditure including infrastructure. Local
governments are required to optimize their potential
income by providing a greater proportion of capital
expenditure for infrastructure development [10].

To avoid the widening gap between the need and the
availability of adequate infrastructure, anticipatory steps
need to be taken. Local governments should look for
alternative financing solutions to fund programs that have
not been touched by the APBD. The alternative financing
for the shortage of the APBD is derived from funds that
actually do not burden the local government in the future.
By looking at the budget conditions as mentioned above,
the local government is required to find and explore
alternative funding schemes beyond what has been
traditionally and conventionally implemented under the
APBD scheme.

There are several studies related to infrastructure
financing. Infrastructure can be financed by cooperation
between the government and the private sector with a
Public Private Partnership (PPP) scheme and Corporate
Social Responsibility (CSR) needs to continue to get
support from all parties concerned [11], [12]. While other
researchers say there are three different schemes to finance
additional infrastructure in the urban growth model. This
analysis compares the cost schemes for two types of cost
sharing schemes, which reduce the impact on urban growth
and the value of land from the transfer to the cost-impact
scheme. An efficient financing scheme was also identified
[13], [14].

Il. METHOD

This study uses a qualitative approach with a type of
explorative  descriptive research. The explorative
descriptive research aims to describe the state of a
phenomenon. This research is not intended to test certain
hypotheses but only describes what is a variable, symptom
or condition. The phenomenon in this research is the
characteristic of financing infrastructure development
used by the Bandung City Government.

The data source used consists of primary and
secondary data. Primary data is obtained through
interviews and observations, while secondary data is
obtained through searches of literature studies and
documentation studies. This research was conducted in
Bandung City, West Java Province, Indonesia.

Data analysis techniques are carried out by
triangulating sources and types of data. Interpretation is
done referring to the theory, the results of previous studies,
the opinions of experts, and the sharpness of the
researchers' thinking.

I1l. RESULTS AND DISCUSSION

Since the enactment of Law No. 32 of 2004
concerning regional autonomy, there have been many
changes in the governance system and policies both
national and regional. One of them relates to regional
financial management. The policy basics regarding
fundamental changes in finance include those set forth in
Law Number 17 of 2003 concerning State Finance, Law
Number 15 of 2004 concerning Inspection of the
Management and Responsibility of State Finance,
Government Regulation Number 24 of 2005 which
contains standards in preparation of Financial Statements
for the Central Government and Regional Governments,
Law Number 33 of 2004 concerning Financial Balance
between the Central Government and Regional
Governments.

The existence of these changes is expected the local
government, including the City of Bandung Government
can increase independence in financial management and
regional development. Thus, the Bandung City
government is required to be ready to face challenges in
managing its own regional finances.

APBD financing is actually capable if the Bandung
City Government has fiscal independence. For that, the
Bandung City Government is required to innovate and
improve in all units of the work unit in order to create a
creative economy [15]

The birth of Law Number 22 of 1999 which was
subsequently renewed Law No. 32 of 2004 and Law No.
25 of 1999 which was amended Law No. 33 of 2004
concerning the regional financial balance between central
and regional governments marks the start of regional
autonomy in Indonesia. Regional autonomy provides
clear and tangible authority and is accountable to each
region proportionally which is realized by the principles
of democracy, community participation, equality, and
justice as well as potential and diversity.

The main characteristics of an area capable of carrying
out autonomy are (1) the ability of regional finances,
which means that the area has the ability and authority to
explore financial resources, manage and use its own
finances to finance government administration; (2)
Dependence on central assistance must be as minimal as
possible, therefore, PAD must be the largest financial
source supported by central and regional financial balance
policies [16].

Actually, the City Government of Bandung has both
of these characteristics. Both of these characteristics will
affect the pattern of relations between the central and
regional governments. Conceptually, the pattern of
financial relations between the central and regional
governments must be in accordance with the ability of the
regions to finance the implementation of government.
Therefore, to see the ability of the regions in carrying out
regional autonomy, one of them can be measured through
regional financial performance [17].
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Measuring regional financial performance can be used
the degree of fiscal decentralization between central and
regional governments. The measurement of its
performance by comparing PAD with total regional
revenues. The pattern of relations with regional
capabilities in terms of finances in Table 1.1.

TABLE 1. RELATIONSHIP PATTERNS AND LEVELS OF
REGIONAL CAPABILITIES

g;;zg(izliiat;/ Independence (%) Relationship Pattern
Very low 0%-25% Instructive
low 25%-50% Consultative
Medium 50%-75% Participatory
High 75%-100% Delegative

Based on Table 1 above, the higher the degree of
independence of a region indicates that the area is
increasingly able to finance its own expenditure without
assistance from the central government. When combined
with the degree of fiscal decentralization used to see the
contribution of PAD to regional revenues as a whole, the
regional financial performance will be seen as a whole.

In general, the higher the contribution of the PAD and
the higher the ability of the region to finance its own
capacity will show a positive regional financial
performance. In this case, positive financial performance
can be interpreted as regional financial independence in
financing regional needs and supporting the
implementation of regional autonomy in the region. Thus,
the smaller the funding needed that comes from the non-
regional budget.

By looking at the budget challenges as mentioned
above, the Bandung City Government is required to seek
and explore alternative funding schemes beyond what has
been traditionally and conventionally implemented.
Several schemes that have been implemented to finance
infrastructure development in the city of Bandung found
three financing models, namely: (1) conventional models;
(2) transitional models; and (3) ideal models.

A. Conventional Model

The conventional model is a financing model that
relies heavily on or relies heavily on local government
budgets. There are no or not many partnerships in order to
obtain non-government funding sources. This model is
found in the majority of infrastructure that is the object of
research such as the construction of roads, bridges, and
local government buildings.

B. Transitional Model

Transitional models are models that still rely on
government budgets, but not fully, which is 70% of the
total budget needed. While the shortcomings must be
sought by the management or infrastructure manager,
among others through improving service functions;

partnership programs with the business community and
society; and competitive programs.

The government budget is specifically intended for
operational or routine activities, while development is
pursued through partnerships. This model has been
implemented in arranging Taman Tegal Lega and building
bus shelters.

C. Ideal Model

The ideal model is financing based on sustainable
financing patterns. In this model, the infrastructure is self-
financed by a business entity that cooperates with the local
government, both in the form of initial investment and
maintenance. The sources of costs are obtained from the
partnership, whether the partnership with the business
world or the community. Thus the institution does not
depend on the government budget. The ideal financing
model prioritizes financial independence in financing
infrastructure development, especially in the construction
and maintenance of infrastructure.

One ideal model as explained by Syahrir, et al (2017)
is the scheme of regional government cooperation with a
business entity (PPP) or generally more commonly known
as a Public-Private Partnerships (PPP) scheme. [18]. PPP
is a scheme of infrastructure provision and financing
based on cooperation between the government and
business entities (private). The infrastructure service
delivery scheme for the public interest is based on an
agreement (contract) between the government represented
by the Regional Government, which is referred to as the
Person in charge of the Cooperation Project (PJPK) and
the private sector, taking into account the principle of risk
sharing among the parties.

PPP schemes can potentially support the improvement
of the quality of APBD in terms of reducing APBD
pressure to allocate capital expenditure for infrastructure
at the beginning of the project. However, actually, the PPP
scheme also has many other advantages which in some
cases can also improve the quality of the APBD directly
or indirectly.

PPP membership, among others, can create better
budgeting, because it can reduce unexpected costs
including some cost overrun and time overrun. Better
budgeting can also be created from a strong linkage
between budget and performance. This is because the PPP
scheme for payments for infrastructure services can be
linked to the quality of service availability. Other
members of the PPP scheme can also improve the quality
of public services. The involvement of the private sector
in project design and the dynamics created in PPP
schemes in the bidding process can encourage innovation
and better efficiency. Then, another advantage of PPP is
that there is higher accountability. PPP projects in their
implementation involve more stakeholders who monitor
the project in more detail, not only project owners but also
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business entities and lenders. This model was found in the
financing made in the manufacture of several parks.

In the provision of infrastructure through PPP,
cooperation between the PJPK and the business entity can
be carried out in several model structures. This depends
on the scope of services to cooperate with the private
sector whether it includes designing, building, financing,
operating, maintenance or other coverage. The difference
in  modalities depends on the characteristics of
infrastructure services that will be cooperated and planned
from the relevant sector GCA. The different types of PPP
schemes can also occur due to differences in funding
sources or return on investment from projects that are
cooperated.

PPP projects can be based on payments from users
based on levies on user charges or availability by local
governments based on availability payment. User charge
or user fee payment schemes are schemes in PPP projects
where the project receives funding and returns on
investments derived from levies on user usage of services
provided by the business entity.

Infrastructure projects that use user charge schemes
are projects that can more easily and clearly generate
income. Whereas the availability payment scheme is a
scheme in PPP projects where the return on investment of
business entities comes from payments made by the
government.

Iv. CONCLUSION

From the description above it can be concluded that
the financing of infrastructure development in the region
can be done from several sources. The sources of
financing, among others, come from the original sources
of regional revenues contained in the APBD and from
non-APBD financing or a combination of APBD and non-
APBD. Infrastructure financing can be grouped into three
financing models, namely; (1) conventional models, (2)
transitional models, and; (3) ideal model (budget
sustainability). To realize the ideal model it is necessary
to work together with various parties synergistically by
considering three aspects, namely: partners to partner,
forms of cooperation, and implementation period. Seeing
the condition of infrastructure in the city of Bandung that
is not optimal, local governments need to increase the
ideal financing model. However, the central government
also needs to conduct special interventions, for example
through Special Allocation Funds, Deconcentration
Funds, or other funding assistance.
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