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DECENTRALIZATION SYSTEM AND THE ROLE OF
GOVERNMENT POLICY
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Abstract
In 2015 Indonesia will facing Asean Economic Community (AEC) which open thekey for free trade
DPRQJ WKH $VHDQ &RXQWULHV ,Q UHVSRQVH WR WKLV SKDVH ,QGRQHVLD QHHG WR EH SUHSDUHG LQ PDQ\ ¿HOGV
RQH RI WKHP LV WKH PLQLQJ¿HOG $V D FRXQWU\ ULFK RI QDWXUDO UHVRXUFHV PLQLQJ ¿HOG PDQDJHPHQWXUJHQWO\
QHHG WR KDYH DWWHQWLRQ :LWK $(& WKHUH ZLOO EH SRWHQWLDO LQYHVWPHQW DQG ÀRZ RI KXPDQ UHVRXUFHV
,QGRQHVLD PXVW SUHSDUH WKHPVHOYHVZLWKVXI¿FLHQW KXPDQ UHVRXUFHV LQIUDVWUXFWXUH DQG OHJDO SROLF\
5HFHQW WKHUHDUH VLJQL¿FDQW SUREOHPV LQ PLQLQJ ¿HOG WKDW FRPHV IURP UHJXODWLRQV PLQLQJWKDW VKRXOG
be able to support and escalates the Indonesian prosperiety loosetheir function due to corruption.
7KH JURXQG RI VXFK FRQGLWLRQ LV WKH RYHUODSSLQJ UHJXODWLRQV LQ WKH ¿HOG QR KDUPRQL]HG UHJXODWLRQ
that ended tono accountable mining system in Indonesia. Different natural resources hasdifferent
regulation that often does not correlate each other. Mining activities at least observed by three
ministries namely Ministry of Energy and Mineral Resources of Republic Indonesia, the Ministry
of Forestry, National Land Agency, it is become a big problem while issuing regulations related to
mining. With implementation of decentralization system, local government also has authority in terms
of managing mining activity in their area. The paper, furthermore, highlihted aspects that need to
improve intermsofuildinggoodmining system in Indonesia. This paper will ended with discussion and
solution for aspects that the Local Government can take part and what kind of policy that they can
made in order to protect the environment in their area, as well as to create sustainability mining for
futher generation.
Keywords: ASEAN economic community, mining, descentralization.

I. INTRODUCTION
As a country rich in natural resources, the comprehensive managePHQW SROLF\ LQ WKLV ¿HOG LV HVVHQWLDO LQ RUGHU WR PD[LPL]H LWV SRWHQWLDO
WR EULQJ EHQH¿W IRU WKH ,QGRQHVLDQ SHRSOH 6XFK PDQDJHPHQW SROLF\ LV
implemented through legal instruments. The government hass the auWKRULW\ WR PDQDJH UHVRXUFHV DQG XVH WKHP IRU WKH JUHDWHVW EHQH¿W RI
the Indonesian people, as stated in article 33 paragraph 3 of Indonesia
Constitution which states that:
* Indra Wahyuni, SH, LL.M. and Wilda Prihatiningtyas, SH, are lecturers of Airlangga
University.
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The land, water and natural resources within shall be under the power of
WKH VWDWH DQG VKDOO EH XVHG IRU WKH JUHDWHVW EHQH¿W RI WKH SHRSOH

Indonesia is rich in natural resources, one of those resources is minerals. This research aims to explore the subject of natural resources
in terms of mining. In order to create an ccountable mining system,
the government needs to regulate it start from planning to evaluation
through a comprehensive mining law.
There are many problems related to mining, one of those is the problem of accountability and the overlapping authority between ministers.
7KH PLQLQJ ¿HOG VWUDGGOHV DW OHDVW IRXU PLQLVWULHV QDPHO\ WKH 0LQLVWU\
of Natural Resources; Ministry of Land; Ministry of Environment; and
Ministry of Forest; in which each of those ministries has issued differHQW UHJXODWLRQV LQ WKH PLQLQJ ¿HOG 6XFK FRQGLWLRQV OHDGV WR RYHUODSSLQJ
regulation and a complex mining system.
The problem of syncronization of regulations also arise due to the
implementation of decentralization in Indonesia. Decentralization has
been implemented since 1903 with (decentralization wet) and has
changed many times following the development of government and
social conditions. Indonesia applies regional autonomy in which each
of regional government (provincial and municipal) conduct their own
domestic matters. This authority comes from distribution of authority
between central and regional government that is based on decentralization principle. The regional autonomy regulated most recently by
/DZ 1XPEHU \HDU
UHJDUGLQJ 5HJLRQDO *RYHUQPHQW ZKLFK ZDV
SURPXOJDWHG RQ 1RYHPEHU
DQG ZKLFK UHSODFHG LWV SUHGHFHVVRU
/DZ 1XPEHU
\HDU
,Q WHUPV RI QDWXUDO UHVRXUFHV PDQDJHPHQW
WKHUH DUH VLJQL¿FDQW FKDQJHV EHWZHHQ WKHVH ODZV /DZ 1XPEHU \HDU
JDYH SRZHU WR 5HJLRQDO *RYHUQPHQW WR PDQDJH QDWXUDO UHVRXUFHV
within their area by using the legal instrument of a Licence. This condition had a mostly negative result due to Government maladministration
and the issuance of licences without any proper consideration. As the
result of this condition, many regulations created by Local Government
RQO\ IRFXV RQ ¿QDQFLDO EHQH¿W ZLWKRXW JLYLQJ
ing DWWHQWLRQ
attention WR
to the
WKH sustainVXVWDLQ
able environment principle and the impact of their regulation on climate
change1.
1

The issue of climate change has been substantial since, as developing countries as
well as part of the world community, Indonesia faces the threat of climate chanege and
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Each local government regulation created a different position regarding the division of power between local and central government in
terms of mining policy. The problem became more complex due to this
LVVXH UHODWHG WR RWKHU ¿HOG DV ZHOO VXFK DV ODQG IRUHVWU\ DQG HQYLURQment. The mining policy keeps changing following the changes of the
government and no parameter has been sets to regulate the position of
local and central government in relation to mining.
These conditions resulted in a dispute between local and central
government about the authority to manage the mining activity in their
area. A clear example of this is the case of Freeport in Papua, where loFDO FRPPXQLW\ FRXOG QRW JDLQ PDQ\ EHQH¿WV IURP WKH PLQLQJ DFWLYLW\
in their areas and yet environmental damage occurred.In the light of
LPSOHPHQWDWLRQ RI $VHDQ (FRQRPLF &RPPXQLW\ LQ
$(& WKLV
issue of creation good mining policy is an important one, AEC will
open the key for free trade in Asean region including WKH ÀRZ RI IRUHLJQ
investment as well as human resources. It requires, therefore, comprehensive mining law regime in Indonesia to protect and uphold the rights
RI WKH ,QGRQHVLDQ SHRSOH WR JHW EHQH¿W IURP PLQLQJ UHVXOWV DQG WR FUHDWH
sustainability mining for future generations.
Looking at the problem of mining law arising in Indonesia, this reVHDUFK LV VLJQL¿FDQW LQ DGGUHVVLQJ D SUREOHP RI WKH LPSOHPHQWDWLRQ
of an accountable, and syncronized mining system in Indonesia. The
strength of this research it will be to integrate two main perspectives,
namely decentralization and mining law it self. To date, there is lack
of research looking at mining law, from the perspective
ve of the decentralization system implemented in Indonesia. Another strong character
of this research will be to discuss the root of mining problem in Indonesia, which is complexity as a result of overlapping regulations. This
is the source of other related problems. By having good and harmonious regulations may be possible to create good and acoountable mining
systems as well as protection from other negative factors such as corruption. This paper rose from the idea of doctoral research that will be
FRQGXFWHG LW ZLOO GLVFXVV DERXW WKH DXWKRULW\ LQ PLQLQJ ¿HOG WKDW RZQHG
by the local government.

already feels its impact.
Volume 13 Number 3 April 2016

In the light of ASEAN economic community

II. DECENTRALIZATION
Indonesia Constitution has lined the unitary system in Indonesia and
how the power should be divided. According to article 18 paragraph
(1), stated that “Indonesia, as unitary state, divide into province, in
which those province divide into province and municipal”. This article
UHÀHFW WKH V\VWHP RI ³WLHUV RI JRYHUQPHQW´ WKDW LQ ,QGRQHVLD WKHUH DUH
three type of government levels, namely the central Government, the
provincial government and the municipal government.
$FFRUGLQJ WR DUWLFOH SRLQW /DZ 1XPEHU \HDU
GH¿QHV GHcentralization as “the transfer of power (in terms of government affairs)
from the central government to autonomous area based on autonomy
principle”. The meaning of autonomous area in that article is the local government that has been given power (by attribution principle) in
order to manage their area. Autonomy in this context it does not means
the freedom power without limitation, but it limits by the regulation.
The supervision mechanism conducted from the government one level
above (supervision of municipal by the province government and supervision of the province government by the central government. Along
with this system there are several affairs that given by the government
to the local government.

III. THE DISTRIBUTION OF POWER IN MINING MANAGEMENT ACCORDING LAW NUMBER 22 YEAR 1999 REGARDING LOCAL GOVERNMENT
/DZ 1XPEHU \HDU
UHJDUGLQJ /RFDO *RYHUQPHQW ZDV VWLSXlated at the era of former President Megawati. The legal politics of this
law is freedom after the President Suharto’s time. In the President SuKDUWR¶V HUD RI
\HDUV KLV OHDGHUVKLS WKH ORFDO JRYHUQPHQW UXOHG E\
centralistic system. The spirit of this law is “freedom”. Like water tap
WKDW FORVHG VR PDQ\ \HDUV DQG ¿QDOO\ RSHQHG E\ WKH IDOO RI 3UHVLGHQW
Suharto. The distribution of power based on this regulation is stipulated
in Article 7, stated that “the authority of local government includes the
DXWKRULW\ LQ DOO JRYHUQPHQW ¿HOGV H[FOXGH DXWKRULW\ LQ IRUHLJQ SROLF\
GHIHQVH VHFXULW\ FRXUW PRQHWDU\ ¿VFDO UHOLJLRQ DQG WKH DXWKRULW\ LQ
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RWKHU ¿HOGV 7KH PHDQLQJ RI RWKHU ¿HOGV LQFOXGHV WKH XVH RI QDWXUDO
resources . This concept has been derived in the Government RegulaWLRQ 1XPEHU
\HDU
UHJDUGLQJ WKH JRYHUQPHQW DXWKRULW\ DQG WKH
authority of province as autonomy area. In detail, the Government authority based on this regulation, consist, namely:
$ 3ROLF\ VHW XS LQ LQWHQVL¿FDWLRQ GLYHUVL¿FDWLRQ FRQVHUYDWLRQ DQG
energy price
B. Policy set up in national /regional transmission line for electricity,
and natural gas;
C. Policy set up the supervision standard of geological natural disaster;
D. Policy set up the standard of general research and management of
natural resources, mineral, and natural gas, as well underground water;
E. Policy set up the criteria of working area , includes electricity distribution and mining;
F. Policy set up the availability of electricity based fare , oil fuel, gas
fuel, and natural gas within the country;
G. Policy set up of basic geological survey and underground water,
thematically map, and mineral and energy resources inventory as
well as mitigation of geological disaster;
H. Regulation in electricity generator;
I. Giving main business license of oil and gas, start from exploration
to the distribution of oil and natural resources with within cross
province line
J. Giving the main business license for electricity generator as well as
nuclear electricity generator which in the national list;
from this regulation, the power to issue license on the central
government in the form of main license,
IV. THE DISTRIBUTION OF POWER IN MINING MANAGEMENT ACCORDING LAW NUMBER 32 YEAR 2004 REGARDING LOCAL GOVERNMENT
/DZ QXPEHU
\HDU
ZDV SURPXOJDWHG LQ
ZKHQ 3UHVLdent Susilo Bambang Yudhoyono has been elected. This law substance
,QGRQHVLD /DZ UHJDUGLQJ /RFDO *RYHUQPHQW /DZ QXPEHU
SDUDJUDSK

\HDU

$UWLFOH
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refers to the amendment of Indonesian Constitution, in article 18 paragraph (1) of Constitution stated:
Negara Kesatuan Republik Indonesia dibagi atas daerah-daerah propinsi
dan daerah propinsi itu dibagi atas kabupaten dan kota, yang tiap-tiap
propinsi, kabupaten, dan kota itu mempunyai pemerintahan daerah, yang
diatur dengan undang-undang. (Unitary state Republic of Indonesia divides as province areas and those province divides as municipal and cities. In which every province, municipal and cities has their own Local
Government and regulates by the Law.)

Article 18 paragraph (1) of Indonesia Constitution above shows the
tiers of government. That Indonesia as unitary state divides into Central
Government, Province government and Municipal/city government.
This article also shows the supervision mechanism in Indonesia. It reÀHFWHG WKH FRRUGLQDWLRQ VWUXFWXUH EHWZHHQ FHQWUDO JRYHUQPHQW SURYLQFH DQG PXQLFLSDO FLW\ JRYHUQPHQWV /DZ 1XPEHU \HDU
LV WKH
implementation of constitution wants of a law that regulate about the
DXWRQRP\ LQ /RFDO *RYHUQPHQW 7KHUHIRUH LQ DUWLFOH RI /DZ QXPEHU
\HDU
UH VWDWHG WKH FRQFHSW LQ DUWLFOH
RI ,QGRQHVLD FRQVWLWXtion.
Regarding the relationship between central and local government,
there are 4 concepts of relationship, namely:
A.
B.
C.
D.

Authority relationship concept;
Financial relationship concept;
Organization structure relationship concept;
Supervision relationship concept.
In terms of authority relationship, it also includes the authority to
manage the mining resources. There is division of power between the
central government and local governments (province and municipal/
FLW\ UHJDUGLQJ WKH GLYLVLRQ RI SRZHU $UWLFOH
SDUDJUDSK
DQG
states the rights of local government in terms of mining management,
that the local government gets the revenue sharing from mining taxes,
¿[ IHHV DQG H[SORUDWLRQ IHHV UR\DOW\ UHYHQXH IURP PLQLQJ ZLWKLQ
their area.
/DZ QXPEHU \HDU
KDV JLYHQ TXLWH ZLGH DXWKRULW\ UHJDUGLQJ
mining management in Indonesia. The local government has the right to
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issue license in mining activity in their area with limitation to amount of
investment. In big investment, the license issued by the central government, but for medium and low investment in mining issued by the Local
Government. This authority often creates problem in implementation of
accountable mining management. As the result of this condition, many
UHJXODWLRQV FUHDWHG E\ /RFDO *RYHUQPHQW RQO\ IRFXV RQ ¿QDQFLDO EHQH¿W ZLWKRXW JLYH DWWHQWLRQ WR WKH VXVWDLQDEOH HQYLURQPHQW SULQFLSOH DQG
the impact of their regulation to climate change3. It shows from cases
the issue of regulation, particullarly in license and levies, that leads to
environmental damage. For example the case of environmental damage
in Provincial Bangka Belitung archipelago, when the Local Government issue Local Regulation that give no limitation to mining license.
Other example is the case of PT ANTAM (State own enterprise) with
PT Duta Inti Perkasa Mineral (PT. DIPM) in North Konawe residence,
Southeast Sulawesi for nikel mining. In this case the Central Government has give permit to consession land to PT. ANTAM, however in
similar time the Local Government also isse license in the same area on
the name of PT. DIPM.
According to those two cases, shows phenomena that the authority
WKDW RZQHG E\ /RFDO *RYHUQPHQW LQ PLQLQJ ¿OHG RIWHQ FRQGXFW ZLWKRXW
giving any notice to the sustainable environment. No parameter has sets
yet for the implementation of such power. Due to such condition, there
is highly ned for Indonesia to develop mining policy that gives parameter for Local Government’s regulation and able to address the creation
of sustainable mining policy.
V. THE DISTRIBUTION OF POWER IN MINING MANAGEMENT ACCORDING LAW NUMBER 23 YEAR 2014 REGARDING LOCAL GOVERNMENT
/DZ QXPEHU
\HDU
LV SURPXOJDWHG LQ \HDU
DW WKH ¿UVW
time President Joko Widodo as Indonesia seventh president. The law
bring new political and law atmosphere in terms of the existence local
government in Indonesia. The law still brings the concept of otonomi
3

The issue of climate change has been substantial since as developing countries as
well as part of the world community, Indonesia facing the treat of climate chanege and
already feels the impact of it recently.
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seluas-luasnya (wide autonomy with certain limitative). It also stipulated the concept as stated in article 18 of Indonesia Constitution, which
acknowledge the division of Indonesia government into central government, province government and municipal/city government. The
attribution authority in managing Indonesia located at President as it
stipulated in article 4 paragraph (1) of Constitution, and those authority
is divides into provincial, municipal/city government to deal with certain matters. The purpose of this concept is triggered and escalates the
prosperity of the people.
Related to government affairs, article 9 paragraph (1) of law number
\HDU
GUDZV WKUHH FODVVL¿FDWLRQ RI JRYHUQPHQW DIIDLUV QDPHO\
A. Absolute affairs;
B. Concurrent affairs (compulsory and optional affairs);
C. Government administrative affairs;
Absolute affairs as it stated in this law covers:
A. Foreign policy;
B. Defense;
C. Security;
D. Judicial;
( 0RQHWDU\ DQG QDWLRQDO ¿VFDO
F. Religion.
In conducting those affairs, the central government can do by themselves or given those powers to vertical institution in the local area or to
Governor as the representative of central government based on deconcentration principle.
Moreover, concurrent affairs consist of compulsory and optional affairs. Compulsory affairs cover government affairs that related to basic
services and not related to basic services4. The government affairs that
UHODWHG WR EDVLF VHUYLFHV UHJXODWHG LQ DUWLFOH SDUDJUDSK
RI WKLV ODZ
contains:
A. education;
4

$UWLFOH

SDUDJUDSK

/DZ QXPEHU
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B.
C.
D.
E.
F.

health;
public work and spatial land;
people housing;
tranquilty, public order and people protection; and
sosial.

Meanwhile the compulsory affairs that not related to basic services,
consist of:
A. labor;
B. woman empowerment and child protection;
C. food;
D. land;
E. environment;
F. population administration;
G. communication and informatics;
H. koperasi, small and medium business;
I. investment;
J. young generation and sport;
K. statistics;
L. coding;
M. culture;
N. library; and
O. archives .
In terms of Energy and natural resources is classify as optional afIDLUV WRJHWKHU ZLWK RWKHU DIIDLUV QDPHO\ RFHDQ DQG ¿VKHU\ WRXULVP
farming; foretry; trading; industry; and transmigration . Indonesia consist of diversity types area, the consequences of placement energy and
QDWXUDO UHVRXUFHV LQ WKH FODVVL¿FDWLRQ RI RSWLRQDO DIIDLUV PHDQV WKDW WKH
local government can choose to conduct that affairs by looking at the
characteristic and potential in their area.
The division of power between central and local governments (concurrent affairs) is based on criteria that have been regulated in the Law
QXPEHU
\HDU
&ULWHULD DXWKRULW\ WKDW JLYHQ WR FHQWUDO JRYHUQ$UWLFOH
$UWLFOH

SDUDJUDSK
SDUDJUDSK

RI /DZ 1XPEHU
RI /DZ 1XPEHU

\HDU
\HDU
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ment are:
A. The Government affairs which located cross province or cross
countries.
B. The Government affairs that its user from cross province or cross
countries
C. The Government affairs which its advantage or negative impact
cross province or cross countries
' 7KH *RYHUQPHQW DIIDLUV WKDW WKH XVH RI LWV UHVRXUFHV PRUH HI¿FLHQW
while conducted by the central government; and/or
E. The government affairs which strategic for national interest.
While, the criteria authority that given to province government,
namely:
A. The government affairs that its locaton cross munical/city territories;
B. The government affairs that it use from cross municipal/city territories;
& 7KH JRYHUQPHQW DIIDLUV WKDW WKH EHQH¿W RU QHJDWLYH LPSDFW RI WKH
activity corss munipal/city; or
D. The government DIIDLUV WKDW WKH XVH RI LWV UHVRXUFHV PRUH HI¿FLHQW
while conducted by the municipal/city government;
Finally, the criteria of authority that given to municipal/city are below:
A. The Government affairs which located within municipal/city areas.
B. The Government affairs that its user from municipal/city areas.
C. The Government affairs which its advantage or negative impact
only for municipal/city areas
' 7KH *RYHUQPHQW DIIDLUV WKDW WKH XVH RI LWV UHVRXUFHV PRUH HI¿FLHQW
while conducted by the Municipal/City government.
In conducting mining management affairs, the Local government
PXVW IXO¿OO WKH SULQFLSOH RI DFFRXQWDELOLW\ HI¿FLHQW DQG H[WHUQDOLW\ DV
ZHOO DV VWUDWHJLF QDWLRQDO LQWHUHVW %DVHG RQ DUWLFOH
/DZ 1XPEHU
\HDU
WKHUH DUH GLYLVLRQ RI SRZHU EHWZHHQ &HQWUDO *RYHUQPHQW
DQG /RFDO *RYHUQPHQW LQ WHUPV RI HQHUJ\ DQG QDWXUDO UHVRXUFHV ¿HOG
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namely:
1. The implementation of government affairs in the energy and minerDO UHVRXUFHV ¿HOG ZKLFK UHODWHG WR WKH PDQDJHPHQW RI RLO DQG QDWXUDO
gas are the Central Government authority
7KH LPSOHPHQWDWLRQ RI JRYHUQPHQW DIIDLUV LQ WKH HQHUJ\ DQG PLQHUal resources, in particularly the use of geothermal, in the municipal/
city areas become the authority of municipal/city government.
7KHUHIRUH IRU WKH H[SODQDWLRQ DERYH VKRZV WKDW /DZ QXPEHU
\HDU
KDV UH WDNHQ WKH DXWKRULW\ WKDW XVXDOO\ VWD\V RQ WKH /RFDO
Government. The province nd central government authority in terms
of mining management has widely compare to authority that posess by
the municipal/city government. We can see that this condition inline
with the legal politics of promulgation of this law, that regulation maker
want to empower position of central and province government as well
as implies control and supervision mechanism from central and province for the policy that made by the municipal/city government.
VI. ASEAN ECONOMIC COMMUNITY: WHAT NEXT
,Q WKH HQG RI
RU DW OHDVW EHJLQQLQJ RI
,QGRQHVLD DV WKH
part of ASEAN community will face ASEAN Economic Community.
This era will open the borderless for the citizen ASEAN countries. Citizen of ASEAN countries allowed to work and move in ASEAN region
without restriction. In terms of mining management, Indonesia as a
country rich in natural resources become interesting area for the investors to conduct their business in mining. Such condition can be either
SRVLWLYH EHQH¿W RU QHJDWLYH ,W ZLOO EH SRVLWLYH ZKHQ FHQWUDO JRYHUQPHQW
can work together with the local government (provincial and municipal/
city). The Central governments need to simplify the regulation in mining area and strengthen the coordination among ministries. The local
government on the other hand, should take an active role in terms of
supervision the condition of mining in their area. However, if those two
keys failed to conduct together by central and local government, than
the AEC can bring negative impact for mining in Indonesia. The central
government issued mining license with ignorance the input from local
government, and the local government did not maximally do supervi430
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sion, than the mining activity will growth without any strong supervision and it potentially destroy the environment ecosystem and not
perform the principle of sustainability mining. If this conditions keep
exist it is likely our next generation will not taste the great things from
mining activity in Indonesia.
VII. CONCLUSION
1. Looking from the Local government regulation between the Law
1XPEHU \HDU D
/DZ 1XPEHU \HDU
DQG /DZ 1XPEHU
\HDU
WKHUH DUH FKDQJHV LQ WKH IRUP RI GLYLVLRQ RI SRZHU
between central and local government in terms of mining management. While in 1999, most of the power owned by local government
an mining power more lays on the local government. This condition
ZDV FKDQJHG LQ \HDU
ZKLOH WKH ORFDO JRYHUQPHQW FDQ DOVR LVVXH D OLFHQVH IRU WKH PLQLQJ DFWLYLW\ ,Q
WKHUH LV GLYLVLRQ RI
power between Central and Local government based on the mining
¿HOG
7KH JRYHUQPHQW VKRXOG VLPSOLI\ WKH UHJXODWLRQ DQG VWUHQJWKHQ FRRUdination among ministries. The local government should given huge
part to control the mining in their area, the supervision role of local
government are extremely important.
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