
International Journal of Research Publication and Reviews, Vol 5, no 12, pp 4253-4259 December 2024 

 

International Journal of Research Publication and Reviews 

 

Journal homepage: www.ijrpr.com  ISSN 2582-7421 

 

 

Accountability in Fiscal Decentralization: Challenges and Strategies for 

Local Governance 

Retno Ridhawati 

Pascasarjana, Universitas Negeri Gorontalo, Indonesia 

 

ABSTRACT 

Fiscal decentralization is a cornerstone of local governance reform, aiming to enhance public service delivery and address regional disparities by granting local 

governments financial autonomy. This study investigates the accountability mechanisms of fiscal decentralization in Banggai Regency, focusing on the legal, 

managerial, and financial dimensions, alongside the role of participatory governance. The research aims to identify challenges and propose actionable strategies to 

optimize fiscal management at the subdistrict level. Employing a qualitative descriptive approach, the study collected data through observations, semi-structured 

interviews, and document analysis. The data were analyzed using the Miles and Huberman interactive model, emphasizing data reduction, display, and verification 

to ensure credibility and depth. The findings reveal that while fiscal decentralization has empowered local governments, its effectiveness is constrained by limited 

administrative capacity, weak oversight mechanisms, and low public participation. Robust accountability frameworks and innovative practices, such as e-

governance platforms and participatory budgeting, were identified as critical to improving transparency and trust in local governance. This study contributes to the 

literature by contextualizing theoretical frameworks of fiscal decentralization within local governance practices. The insights are vital for policymakers seeking to 

refine fiscal policies and strengthen governance structures, with broader implications for sustainable regional development. 
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INTRODUCTION 

The implementation of regional autonomy in Indonesia aims to grant greater authority to local governments in managing and organizing their respective 

jurisdictions. This policy is designed to bring governance closer to the people, thereby enhancing public service delivery’s efficiency and effectiveness. 

The enactment of Law No. 23 of 2014 serves as a cornerstone for providing local governments with the flexibility to manage resources, including fiscal, 

political, and administrative aspects. This framework aspires to promote equitable regional development tailored to local needs while improving societal 

welfare across diverse regions. 

Fiscal decentralization, a critical element of regional autonomy, involves the transfer of fiscal authority to local governments, enabling them to manage 

revenues and expenditures independently. The overarching objective of fiscal decentralization is to enhance the efficiency of public fund management, 

improve service delivery quality, and reduce disparities in regional development. By granting fiscal autonomy, local governments are expected to 

prioritize public welfare in their expenditure policies and implement budget allocations that reflect local priorities. However, despite its potential benefits, 

the implementation of fiscal decentralization in Indonesia has encountered significant challenges. 

One prominent issue is the lack of accountability in fiscal decentralization at the local level, particularly within subdistrict governments. Accountability, 

as a fundamental principle of good governance, ensures that public officials are answerable for their actions and decisions. Weak accountability 

mechanisms often result in budget misuse, inefficiencies in fund allocation, and reduced trust in government institutions. At the subdistrict level, the 

complexity of managing decentralized funds is further compounded by limited administrative capacity, inadequate oversight systems, and inconsistent 

regulatory frameworks. These factors hinder the effectiveness of fiscal decentralization and raise concerns about its impact on local development and 

governance. 

In the context of Banggai Regency, the implementation of fiscal decentralization presents a compelling case study. Banggai, characterized by diverse 

socio-economic and geographical conditions, faces unique challenges in ensuring accountable fiscal governance at the subdistrict level. The 

decentralization of fiscal responsibilities to subdistrict governments demands a robust framework of accountability to ensure that public funds are utilized 

efficiently and transparently. However, reports indicate that issues such as limited managerial competence, insufficient public participation, and weak 

oversight mechanisms often impede the effective realization of fiscal decentralization goals in Banggai Regency. 

Furthermore, fiscal decentralization requires subdistrict governments to maintain a high standard of financial transparency and accountability in planning, 

executing, and evaluating budgets. Local administrators must demonstrate that budget allocations align with development priorities and adequately 
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address community needs. The lack of adequate financial reporting and the exclusion of community input in budgetary processes exacerbate these 

challenges, undermining the credibility of subdistrict governments in managing public resources. 

The delegation of authority from regents to subdistrict heads, as mandated by local regulations such as Banggai Regent Regulation No. 49 of 2023, aims 

to enhance fiscal decentralization’s implementation. This delegation allows subdistrict heads to perform administrative and financial management 

functions independently, promoting efficiency in decision-making and service delivery. However, this empowerment also necessitates strengthened 

monitoring and evaluation mechanisms to mitigate risks of fiscal mismanagement. Without rigorous oversight and capacity-building initiatives, the 

delegation of fiscal responsibilities may lead to further governance issues, such as inefficiency and corruption. 

The relevance of this research lies in its potential to bridge the gaps in understanding the practical challenges and opportunities of fiscal decentralization 

at the subdistrict level. By focusing on Banggai Regency as a case study, this research provides valuable insights into the intricate dynamics of local 

governance in the context of fiscal decentralization. The study explores critical aspects of accountability, including legal and ethical accountability, 

managerial and financial accountability, and the factors influencing their effectiveness at the subdistrict level. Through this analysis, the research seeks 

to identify the key determinants of successful fiscal decentralization and their implications for local governance reform. 

The primary objective of this study is to assess the accountability of fiscal decentralization at the subdistrict government level in Banggai Regency. 

Specifically, the research examines the legal, managerial, programmatic, and financial dimensions of accountability and their interplay in shaping 

governance outcomes. Additionally, the study aims to identify the factors that enable or hinder accountability in fiscal decentralization, such as 

organizational culture, transparency, public participation, administrative competence, and the utilization of technology. By addressing these dimensions, 

the research seeks to provide a comprehensive understanding of how fiscal decentralization can contribute to good governance and sustainable regional 

development. 

The scope of this study encompasses an in-depth analysis of fiscal decentralization policies and practices at the subdistrict level in Banggai Regency. It 

focuses on the role of subdistrict governments in managing decentralized funds and their responsibilities in ensuring transparency and accountability. 

The research also explores the implications of these practices for public service delivery and community engagement, particularly in regions with diverse 

socio-economic and geographical contexts. Furthermore, the study examines the regulatory frameworks and institutional mechanisms that underpin fiscal 

decentralization and their adequacy in addressing the unique challenges faced by subdistrict governments. 

In addressing these objectives, this research contributes to the broader discourse on public administration and governance in Indonesia. It provides 

theoretical insights into the application of fiscal decentralization principles in regional governance and highlights practical lessons for policymakers and 

practitioners. By identifying the factors that influence accountability in fiscal decentralization, the study offers actionable recommendations for 

strengthening governance structures and processes at the subdistrict level. These recommendations are intended to guide local governments in enhancing 

their capacity to manage decentralized funds effectively, fostering trust and collaboration with their communities, and achieving sustainable development 

outcomes. 

Literature Review 

Accountability 

Accountability is a cornerstone of good governance and is defined as the obligation of public officials to justify their decisions and actions to stakeholders 

(Adisasmita, 2011). Public accountability entails providing accurate, relevant, and timely information to ensure that government actions align with the 

public’s expectations and legal standards (Halim et al., 2012). This principle requires transparency in financial management and decision-making, 

fostering trust between government institutions and the public. Accountability in public administration has been categorized into various dimensions: 

legal and ethical accountability, managerial accountability, program accountability, policy accountability, and financial accountability (Romzek & 

Dubnick in Raba, 2006). Each dimension reflects the scope and mechanism by which public officials are held responsible for their roles. 

In financial governance, accountability ensures that public funds are managed with integrity and aligned with societal values and goals. Scholars such as 

Kumorotomo (2013) emphasize the importance of aligning public administration with community norms and expectations. This alignment promotes 

social trust and institutional legitimacy, thereby strengthening governance structures. 

Fiscal Decentralization 

Fiscal decentralization refers to the devolution of fiscal responsibilities from central to local governments, allowing subnational entities to manage their 

revenues and expenditures autonomously (Halim, 2010). This process aims to improve resource allocation efficiency, reduce regional disparities, and 

enhance public service delivery. The framework is often supported by regulatory frameworks, such as Indonesia’s Law No. 23 of 2014, which emphasizes 

the importance of local autonomy in financial management. Fiscal decentralization is seen as a mechanism to empower local governments, enabling them 

to address unique regional needs effectively. 

However, the successful implementation of fiscal decentralization requires strong institutional capacities, including administrative competence, public 

participation, and accountability systems (Osborne, 2018). Challenges such as limited managerial expertise, weak regulatory enforcement, and insufficient 

public engagement can undermine its objectives. These challenges underscore the need for robust governance frameworks to support fiscal 

decentralization. 
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Financial Governance 

Financial governance encompasses the principles, policies, and practices governing the management of public financial resources. Effective financial 

governance ensures the transparent, accountable, and efficient use of funds, aligning with public needs and priorities (Mulyadi, 2010). Central to this 

concept is the role of financial planning, execution, monitoring, and reporting. A well-structured financial governance system includes internal and 

external oversight mechanisms, which mitigate risks of mismanagement and enhance public trust. 

Miles and Huberman’s interactive model, often applied in analyzing financial governance, highlights data reduction, data display, and conclusion 

verification as critical components of effective analysis (Sugiyono, 2020). These principles are essential in ensuring that financial practices are evidence-

based, transparent, and aligned with governance objectives. 

Previous Studies on Accountability and Fiscal Decentralization 

Numerous studies have examined the interplay between accountability and fiscal decentralization. For instance, Turner and Hulme (2009) highlight the 

significance of horizontal and vertical accountability in public sector performance. Horizontal accountability involves internal mechanisms within 

government institutions, such as audits and evaluations, whereas vertical accountability encompasses public scrutiny and civil society engagement. The 

integration of these accountability types strengthens fiscal decentralization outcomes by ensuring funds are allocated efficiently and transparently. 

Halim et al. (2012) underscore the role of fiscal decentralization in reducing regional disparities. Their research demonstrates that regions with stronger 

fiscal capacities tend to perform better in delivering public services. However, the study also reveals that weak accountability mechanisms, particularly 

in subdistricts, often lead to resource misallocation and inefficiencies. 

A study by Herwastoety (2017) focuses on fiscal decentralization in Indonesia, emphasizing the importance of community involvement in budgetary 

processes. The research finds that participatory approaches in fiscal planning enhance accountability and ensure that public spending reflects local needs. 

Despite these benefits, the study identifies significant barriers, including limited public awareness and engagement, which hinder the full realization of 

fiscal decentralization’s potential. 

Bryson et al. (2015) explore collaborative governance in fiscal decentralization, advocating for inclusive decision-making processes that involve multiple 

stakeholders. Their findings indicate that effective collaboration among government agencies, private sectors, and civil society organizations fosters 

transparency and accountability in financial governance. This approach aligns with Osborne’s (2018) concept of collaborative governance, which 

integrates diverse perspectives to address complex fiscal challenges. 

Janssen and van der Voort (2016) discuss the role of digital technology in enhancing accountability within fiscal decentralization frameworks. E-

governance initiatives, such as digital budgeting platforms, are found to increase transparency, facilitate public oversight, and reduce corruption risks. 

Their study emphasizes the need for continuous technological innovation and capacity building to support fiscal decentralization in the digital age. 

Relevance to Current Research 

The findings from these studies underscore the critical role of accountability in achieving the objectives of fiscal decentralization. They highlight the 

importance of strong institutional frameworks, public participation, and technological integration in fostering transparent and effective financial 

governance. However, the persistent challenges identified—such as limited managerial capacity, weak public engagement, and inadequate regulatory 

enforcement—underscore the need for further research, particularly in diverse socio-economic contexts like Banggai Regency. 

By building on these theoretical insights and empirical findings, the current research aims to explore the accountability of fiscal decentralization at the 

subdistrict level in Banggai Regency. The study seeks to identify the factors influencing accountability, assess the effectiveness of existing governance 

mechanisms, and propose actionable recommendations for strengthening fiscal decentralization frameworks. This approach contributes to the ongoing 

discourse on fiscal governance, offering practical and theoretical insights that inform policymaking and implementation at the local level. 

Research Methodology 

This research adopts a qualitative descriptive approach to analyze the accountability of fiscal decentralization at the subdistrict level in Banggai Regency. 

The methodology is designed to provide an in-depth understanding of the phenomena under investigation, capturing the contextual and dynamic aspects 

of governance practices. The following sections detail the research location and timeframe, the qualitative approach adopted, data collection methods, 

and data analysis techniques, with a specific focus on the Miles and Huberman model. 

The study was conducted in Banggai Regency, a region characterized by diverse socio-economic and geographical conditions. This location was selected 

due to its relevance to the research topic, particularly the significant role subdistrict governments play in implementing fiscal decentralization policies. 

Banggai Regency’s unique challenges, including limited administrative capacity and varying degrees of public participation, provide a rich context for 

exploring the intricacies of accountability in fiscal decentralization. The research was conducted over four months, from December 2024 to March 2025, 

allowing sufficient time for data collection, analysis, and verification. 

A qualitative descriptive approach was chosen as it enables a comprehensive exploration of the research subject. Qualitative methods are particularly 

suitable for understanding complex phenomena, such as the accountability mechanisms within fiscal decentralization, as they capture the lived experiences 
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and perspectives of stakeholders (Moleong, 2017). The descriptive aspect of this approach focuses on systematically documenting and interpreting 

governance practices, providing a detailed portrayal of accountability dynamics at the subdistrict level. 

Data collection in this study utilized three primary methods: observation, interviews, and document analysis. These methods were selected to ensure 

triangulation, thereby enhancing the credibility and validity of the findings (Sugiyono, 2020). 

Observation was conducted to gather firsthand insights into the governance processes at the subdistrict level. This method involved both overt and covert 

observation techniques, allowing the researcher to understand routine practices and identify potential discrepancies in accountability mechanisms. 

According to Sugiyono (2020), observational techniques are instrumental in capturing real-time dynamics and providing a nuanced understanding of the 

context. 

Interviews served as a primary data collection tool, employing semi-structured interview guides to facilitate in-depth discussions with key informants. 

Informants included subdistrict government officials, community representatives, and other stakeholders involved in fiscal decentralization. This 

approach allowed the researcher to probe specific themes, such as transparency, managerial practices, and the role of public participation in governance. 

Semi-structured interviews provide flexibility, enabling the exploration of informants’ perspectives while ensuring consistency across interviews 

(Sugiyono, 2020). To ensure accuracy and comprehensiveness, interviews were recorded and subsequently transcribed for analysis. 

Document analysis was employed to complement observational and interview data, focusing on official reports, financial statements, and policy 

documents. This method provided a historical and institutional context, enabling the researcher to trace the evolution of fiscal decentralization policies 

and their implementation at the subdistrict level. Document analysis is particularly valuable in identifying discrepancies between official narratives and 

observed practices, thereby contributing to a more robust understanding of accountability mechanisms (Sugiyono, 2020). 

Data analysis was guided by the interactive model proposed by Miles and Huberman (Sugiyono, 2020). This model emphasizes a cyclical process 

involving data reduction, data display, and conclusion drawing/verification. These stages are interconnected, allowing the researcher to continuously 

refine and verify findings throughout the analysis process. 

Data reduction involved organizing and simplifying raw data collected through observations, interviews, and document analysis. This process included 

coding and categorizing data based on emerging themes related to fiscal decentralization and accountability. Thematic analysis allowed the researcher to 

identify patterns and relationships within the data, providing a foundation for subsequent analysis. 

Data display involved presenting the reduced data in an accessible and interpretable format, such as tables, matrices, and diagrams. This stage facilitated 

the synthesis of information and enabled the researcher to identify key insights and trends. The visual representation of data supported the verification of 

findings and enhanced the overall clarity of the analysis. 

Conclusion drawing and verification were integral to the analysis process, ensuring that the findings were grounded in the data and aligned with the 

research objectives. This stage involved interpreting the synthesized data to derive meaningful insights and implications for fiscal decentralization and 

accountability at the subdistrict level. Verification strategies, such as triangulation and member checking, were employed to validate the findings and 

enhance their reliability. 

The application of the Miles and Huberman model ensured a systematic and iterative approach to data analysis, aligning with the qualitative descriptive 

methodology adopted in this study. By continuously refining and verifying findings, the researcher was able to provide a comprehensive and nuanced 

understanding of the research subject. 

CONCEPTUAL DISCUSSION 

Fiscal decentralization is widely recognized as a transformative policy instrument to empower local governments by granting them financial autonomy 

and enhancing their capacity to deliver public services. This discussion explores the underlying concepts derived from the collected data, focusing on the 

theoretical implications of fiscal decentralization, accountability, and governance practices, with particular reference to Banggai Regency. The 

implications for theoretical models are also evaluated, illustrating how these concepts interplay in practical governance frameworks. 

Fiscal Decentralization and Autonomy 

At its core, fiscal decentralization seeks to shift fiscal authority and responsibilities from central to local governments, allowing them to manage their 

revenues and expenditures. This mechanism aligns with the principle of subsidiarity, which posits that decision-making should occur at the lowest 

effective level to enhance responsiveness and efficiency (Halim, 2010). In regions such as Banggai Regency, characterized by diverse socio-economic 

conditions, fiscal decentralization allows local governments to prioritize resource allocation in accordance with unique local needs. 

Theoretical models of fiscal decentralization emphasize its potential to stimulate economic development by reducing regional disparities and fostering 

equitable growth. The concept of fiscal equivalence, proposed by Oates (1972), underscores the alignment of expenditure benefits with the financing 

responsibilities of local authorities. This alignment is essential in enhancing accountability and ensuring that fiscal policies reflect the needs and 

preferences of local constituents. However, the application of fiscal decentralization in practice often diverges from theoretical ideals due to variations in 

administrative capacity and governance structures. 
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Accountability in Fiscal Management 

Accountability is a foundational pillar of effective fiscal decentralization. It ensures that public officials are answerable for their actions and decisions, 

particularly regarding the management of public funds. In the context of Banggai Regency, accountability is multi-faceted, encompassing legal, 

managerial, financial, and programmatic dimensions (Romzek & Dubnick, 1987). Legal and ethical accountability necessitates adherence to statutory 

frameworks and ethical standards, while managerial accountability focuses on the efficiency and effectiveness of fiscal operations. 

A critical theoretical implication is the role of vertical and horizontal accountability mechanisms in governance. Vertical accountability involves citizen 

oversight through mechanisms such as participatory budgeting and public reporting. In contrast, horizontal accountability entails internal checks and 

balances within government institutions, such as audits and financial controls (Turner & Hulme, 2009). For fiscal decentralization to achieve its objectives, 

these mechanisms must function synergistically, ensuring transparency and mitigating the risks of corruption. 

Challenges in Implementation 

While the theoretical benefits of fiscal decentralization are well-documented, practical implementation often reveals significant challenges. In Banggai 

Regency, the limited administrative capacity of subdistrict governments presents a formidable obstacle. Theories of capacity building emphasize the 

importance of equipping local authorities with the requisite skills, resources, and institutional frameworks to manage decentralized functions effectively 

(Osborne, 2018). The absence of robust capacity-building initiatives undermines the potential of fiscal decentralization to deliver tangible outcomes. 

Additionally, the lack of public participation in fiscal processes is a recurrent issue. Participatory governance theories advocate for the inclusion of citizens 

in planning, budgeting, and monitoring processes, positing that such participation enhances accountability and aligns fiscal policies with community 

priorities (Bryson et al., 2015). However, cultural and institutional barriers often impede meaningful engagement, reducing the legitimacy and 

effectiveness of fiscal decentralization. 

Governance Implications 

The governance implications of fiscal decentralization extend beyond administrative and financial considerations. They encompass broader issues of 

trust, legitimacy, and social cohesion. The concept of social capital, introduced by Putnam (1993), highlights the role of networks, norms, and trust in 

facilitating collective action and governance. In Banggai Regency, fostering social capital through transparent and inclusive fiscal practices is critical for 

strengthening the relationship between local governments and their constituents. 

E-governance emerges as a transformative tool for enhancing accountability and transparency in fiscal management. Digital platforms for budgeting, 

reporting, and public engagement can bridge the gap between theoretical ideals and practical realities. Studies by Janssen and van der Voort (2016) 

demonstrate the potential of e-governance to reduce corruption risks and facilitate citizen oversight. However, the successful implementation of such 

technologies requires investments in infrastructure and digital literacy, particularly in remote regions. 

Theoretical Implications 

The analysis of fiscal decentralization and accountability in Banggai Regency contributes to the theoretical discourse on governance and public 

administration. It underscores the necessity of contextualizing theoretical models to account for regional variations in socio-economic, cultural, and 

institutional factors. The findings highlight the interplay between structural factors, such as administrative capacity and regulatory frameworks, and 

agency factors, including leadership and community engagement. 

The integration of fiscal decentralization with broader governance theories, such as new public management and collaborative governance, provides a 

comprehensive framework for understanding its implications. New public management emphasizes efficiency, performance measurement, and customer 

orientation, aligning with the goals of fiscal decentralization. Collaborative governance, on the other hand, advocates for multi-stakeholder engagement, 

addressing the limitations of top-down approaches. 

Policy Recommendations 

Based on the theoretical and conceptual analysis, several recommendations can be formulated to enhance the effectiveness of fiscal decentralization in 

Banggai Regency. These include: 

1. Capacity Building: Strengthening the administrative and managerial capacities of subdistrict governments through training programs and 

resource allocation. 

2. Participatory Mechanisms: Institutionalizing participatory budgeting and monitoring processes to ensure that fiscal policies reflect 

community needs and preferences. 

3. Digital Transformation: Investing in e-governance platforms to enhance transparency, facilitate citizen engagement, and streamline fiscal 

management. 

4. Regulatory Reforms: Reviewing and updating regulatory frameworks to address gaps and inconsistencies in fiscal decentralization policies. 

5. Monitoring and Evaluation: Establishing robust systems for monitoring and evaluating fiscal practices, incorporating both internal and 

external accountability mechanisms. 
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The conceptual discussion highlights the complexities and potentials of fiscal decentralization as a governance tool. While theoretical models provide 

valuable insights, their practical application requires careful consideration of local contexts and challenges. In Banggai Regency, addressing issues of 

administrative capacity, public participation, and transparency is essential for realizing the benefits of fiscal decentralization. By integrating theoretical 

principles with practical strategies, policymakers can foster accountable and effective fiscal governance, contributing to sustainable regional development 

and enhanced public trust. 

Conclusion 

This study underscores the critical role of fiscal decentralization in enhancing local governance by granting financial autonomy and improving public 

service delivery. Focusing on Banggai Regency, the research highlights the interplay between fiscal decentralization, accountability, and governance 

practices. Key findings reveal that effective fiscal decentralization requires robust accountability mechanisms, including legal, managerial, and financial 

oversight, as well as active citizen participation. However, challenges such as limited administrative capacity and insufficient public engagement hinder 

its optimal implementation. The study’s theoretical implications emphasize the importance of integrating accountability frameworks into fiscal 

decentralization policies. Concepts such as vertical and horizontal accountability, participatory governance, and e-governance were explored as solutions 

to address governance gaps. Practically, this research contributes by identifying actionable strategies, such as capacity building, participatory budgeting, 

and digital transformation, to enhance fiscal management at the subdistrict level. The findings contribute to existing literature by bridging the gap between 

theoretical models and local realities, particularly in socio-economically diverse regions. Future research could explore the long-term impacts of e-

governance initiatives on fiscal transparency or assess the scalability of participatory governance models in other regions. This study provides a foundation 

for refining fiscal decentralization policies to align with good governance principles. 
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