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The far-reaching and rapid alteration in intergovernmental relations following 
decentralization in Indonesia was expected to create a well-performing public 
sector, particularly at the local level. However, the significant regional and poor-
non-poor inequalities in health outcomes indicate that there is a mismatch 
between spending responsibilities at the local level and their ability to effectively 
allocate and manage resources to meet the needs of the population. The main 
objective of this paper is to explain the relationships, roles and effects of central 
and local governments in financing the health sector at the local level. The 
findings are used to support the research argument stating that the intervention 
of government to overcome problems in the health sector is essential, particularly 
for Indonesia. This paper is more exploratory in nature in focusing on case study 
of district level in Bengkulu Province. The qualitative analysis gathered from 
interviews with 20 key actors involved in the budget process of the local 
government was used to address the research questions.Observation and 
document analysis were also applied when this proved possible. In general, the 
finding shows that the role of central government in financing health resources in 
the selected districts of Bengkulu Province remains prominent. These districts 
rely on the central government and have limited financial capacity. Yet public 
health spending originating from the central budget has been inadequate over 
time. This circumstance has worsened the access to and quality of health service 
provision at local levels of Bengkulu Province. The district governments have 
difficulty performing their functions in the health sector properly, as was expected 
of them after decentralization. Therefore, the findings have suggested that the 
central government should play a vital role in key aspects of the health sector 
and increase health expenditure spent at the district level to ensure the same 
level of services are provided by different districts. This intervention may close or 
reduce the gap between resource-rich and resource-poor districts in the case of 
inequalities of health outcome attainment and promote greater equity in the 
distribution of health care. The research argument relating to the importance of 
central government intervention in the health sector at the local level is thus 
supported by the findings. 
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