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Abstract. The purposes of this research are first to explain the readiness of villages in managing the village fund.
Second, to generate a mapping of priorities for the use of village fund. Third, to analyze the implementations of
financial management of the village fund. This research used a qualitative approach, the case study. The main data
sources of this research are the village chiefs, village secretaries, village treasurers, and society. The research
conducted in some regencies in Central Java including Pati, Banyumas, Magelang, Klaten, Semarang, and Tegal
with 12 villages. The results show the villages are ready to manage the village fund originating from the national
budget. The village fund is used to physical and non-physical development. The physical development consists of
drainage contruction, road contruction, irrigation contruction, and medical centre. The non-physical development
consists of increasing the capacity of village official, village owned enterprises, capacity building of youth and
management of Qur’an teaching centre. The implementation of the use of the village fund have been by certain
procedures and can be justified so that transparency and accountability can be realized well. The business activities
of Village-Owned Enterprises originating from the village fund have proven to be able to move the economy of the
village community forward.
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INTRODUCTION
The National Law Number 6 of 2014
concerning on Villages (Village Laws) and its
implementing regulations have mandated the
village government to be more independent in
managing the government and various natural
resources owned, including the management
of village finances and assets. Based on the
Village Law and clarified in the Regulation of
Minister of Finance Number 93/PMK.07/2015
concerning on Procedures for Allocation,
Distribution, Use, Monitoring, and Evaluation
of Village Funds, the central government will
allocate the village funds, through certain
transfer mechanisms to the district/city.
Article 4 of the Regulation of Minister of
Finance Number 93/PMK.07/2015 states that
the breakdown of the village fund for each
regency/city based on allocations is calculated
by taking into account the population, poverty

rate, area and geographical issues of each
regency/city calculated with a weighting of
25% for the population of the village, 35% for
the village poverty rate, 10% for the area, and
30% for the geographical issues of the village
in each regency/city.
The main issue that has ever become a
polemic was about the authority of the
Ministry of Home Affairs and the Ministry of
Village and Remote Areas Development
despite the issuance of Presidential Regulation
number 11 and 12 of 2015. The Ministry of
Home Affairs through The Directorate
General of Village Government Development,
under Presidential Regulation No. 11 of 2015,
has the task of organizing the formulation and
implementation of policies in the field of
village government development (related to
village government officials). Meanwhile, the
Ministry of Village and Remote Areas
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Development has the duties relates to the
village area development and empowerment
of the village communities (Batara, 2017;
Desa, 2014).
Based on data from the Directorate General of
Treasury, in 2019 the Village Fund ceiling of
Central Java Province amounted to IDR
7,889,431,604,000 trillion, with transfers from
the state general cash account to the regional
general treasury account amounting to
99.91%
(IDR
7,882,401,592,997).
Meanwhile, transfers from regional general
cash accounts to village treasury accounts
amounted
to
98.49%
(IDR
7,763,402,444,005). The amount of village
uptake was 52.64% (IDR 4,086,386,449,387).
Its mean that the village government has not
been used optimal. Some districts that have
not been able to optimally absorb village
funds are Banyumas (49.92% with total
village funds of IDR 360,743,521,000),
Semarang (51.95% with total village funds of
IDR 181,931,854,000), Klaten (53.69% with
total funds villages IDR 374,660,994,000),
Pati (54.49% with total village funds IDR
417,038,558,000), Magelang (53.16% with
total village funds IDR 383,071,777,000), and
Tegal (46.75% with total village funds IDR
339,456,672,000). Village funds that are not
absorbed must be returned to the state
treasury. The low absorption of funds is an
indicator that the village government has not
been maximal in performance. This means
that many activities have not been realized.
Even though village funds can be used for the
maximum welfare of the community and
independent village development.
The village fund management is expected to
run effectively, which is shown by more
equitable development in various villages.
One of the problems faced by the village
people mostly includes the timeliness of the
distribution of village funds, the timeliness of
the delivery of accountability reports, the
taxes that have not been deposited to cash,
and the use of village funds for the private
one. For the constraints in managing the
village fund finances which have been
summarized in 25 cases in 12 villages (the
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period June 2017 to October 2018), the
Village Fund Inspection Report states that
some irregularities in the management of
village fund include the misuse of authority
carried out by the village head, embezzlement
of the fund, fictive accountability reports, the
quality and quantity of physical works, and
negligence of the village treasurers (Meutia &
Liliana, 2018; Pratiwi, 2020).
Better development is expected to be able to
improve the standard of living of rural
communities and be able to reduce existing
poverty levels. Meanwhile, the quality of
human resources is explained to be an
obstacle for village development (van Helden
& Uddin, 2016). The results of their research
described the implementation of the policies
and viewed the factors that hinder the
implementation of the village funds. The
development process in the village has
proceeded according to regulations, but in the
distribution phase, there is a delay from the
date that has been set. Besides, some obstacles
in the implementation of village development
are caused by delays in the preparation of
technical guidelines and the low quality of
human resources.
Some researchers have found that the
planning and implementation of village fund
activities indicate that the management has
been
accountable
and
transparent
(Anthopoulou et al., 2017; Galani-Moutafi,
2013; Walker, 2014). Nonetheless, financial
accounting policies, the budgeting process,
and village financial analysis, based on the
findings of (Triani & Handayani, 2018)
showed the accounting treatment of
transactions that occur in the village. The
Regulation of the Minister of Finance 07/2016
also emphasizes this point, which describes
and explains the allocation of village fun in
more detail. The use of the village fund is
prioritized for development and community
empowerment. This is supported by the
research conducted by (Carter et al., 2013)
which discusses the effect of implementing
village fund policies on village financial
management in increasing the effectiveness of
village development programs. This shows
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that the implementation of village fund
policies significantly and positively influences
the village financial management and the
effectiveness
of
village
development
programs.
There are eight samples of villages that are
ready to implement the of Law No. 6 of 2014
concerning on the village budgeting.
However, they are not yet fully ready due to
some obstacles in the implementation of the
rule. The main factor is the limited time in the
preparation
of
administration
and
understanding of the contents of the Act as the
basis for the rules. Another factor is the lack
of human resources support (N Susilowati et
al., 2018). The Village Fund conducted by the
Thai government had been started since 2004
(Boonperm et al., 2009, 2013). The
channeling process of the village fund into
poor rural communities is done through the
microfinance so that the funds can be
distributed well to the communities. The
village fund imposed by the government of
Thailand is very suitable for traditional
farmers with relatively short credit terms so
that the cash flow becomes faster.
This is in line with research conducted by
(Menkhoff & Rungruxsirivorn, 2011) who
explained that the village fund in Thailand is
distributed using a micro-credit scheme. The
value of loans managed by the village fund
committee in Thailand has been quite stable
since 2006 even without the injection of funds
from the new government. However, the
village fund exceeded the costs incurred so
that they exceeded the breakeven point that
had been received, and most village funds
have a social nature because it is very unlikely
that the microfinance to take risks and
innovate.
Research has shown that the implementation
of the Balesari Village has in principle been
carried out based on regulations. However,
not all works are carried out in orderly
manners. Its implementation has not fully
supported the principles of village financial
management. The Village Government does
not have standard operating procedure yet
related to the village fund implementation.
This is a requirement to support the

implementation of the village funding
programs. The Village Fund Administration
in Balesari village has a supporting facility; it
is the Village Financial System Application
(Siskeudes) (Setyawan et al., 2018).
The difference with previous research is the
focus of using villages funds in the
development of village-owned enterprises.
This is accordance with the priority of using
village funds and sustainable development
goals in the form of Village-Owned
Enterprises. It can improve the welfare and
independence of the village. Our study
contributes to the literature on state-ownenterprises as being the companies the state of
which have a significant control and a
majority or minority property of state capital.
This research by doing a systematic analysis
of the understanding of village officials on the
financial management of village funds,
especially the development of Village-Owned
Enterprises. The village-owned enterprises
represent a pillar of village economy and
prosperous society. There has intervention
from the village government because the
Village-Owned Enterprises capital comes
form village government. Besides, our
research contributes to strengthening the
capability of Village-Owned Enterprises
resources that can improve the welfare of the
community. One of them is through general
service improvements, rural economic
growth, and equity.
Based on the background above, this research
first to explain the readiness of villages in
managing the village fund. Second, to
generate a mapping of priorities for the use of
village fund. Third, to analyze the
implementations of financial management of
the village fund.
LITERATURE REVIEW
Village Fund Management
The priorities for the use of village fund are
village development and empowerment of
village communities. The priority of using
village funds is expected to provide maximum
benefits for the village community in the form
of improving the quality of life, increasing
welfare and poverty reduction as well as
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improving public services at the village level.
In accordance with the mandate of Law
Number 6 of 2014 concerning villages,
villages are given the authority to regulate
their government affairs (decentralization).
One of them is managing village fund
finances. Village fund management refers to
the Minister of Home Affairs regulation
number 20 of 2018 concerning village
financial management. The principles of
village fund management are transparency,
accountability, participation, and disciplined
budget. Village fund management is all
activities
that
include
planning,
implementation, administration, reporting and
accountability.
Planning is the activity of identifying village
government revenues and expenditures are
included in the village budget (APBDes).
Implementation is an activity of using the
village budget through a village cash account
at bank. Village cash account signed by
village head and treasurer. Financial
administration is carried out by treasurer.
Financial administration is carried out by
recording every revenue and expense in the
general cash book. Nowday, recording
activities are carried out using the village
financial system application (Siskeudes).
Reporting is an activity explain the use of
village budget. The reports are the village
budget
implementation
and
activity
realization
reports.
Village
financial
accountability give village budget realization
through the sub-district head at the end of
each fiscal year. The village head carries out
reporting and accountability activities.
Since the early years of independence of
Indonesia,
Public Sector Governance
Public sector governance arises because of the
separation
between
ownership
and
management (Simonet, 2011; Subramaniam et
al., 2013). Good governance relates to
structures, policies, processes, and behaviours
that lead to the achievement of organizational
goals. Since the independence of Indonesia,
state-own-enterprises have had their strategic
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roles in the economic development. Nowdays,
village-owned-enterprises are developing
under the mandate of the village law. This
separation gives authority to the VillageOwned Enterprises director to take care of the
running of the business such as managing
funds and making decisions on behalf of the
owner. This separation is based on principalagency theory, in which case, the VillageOwned Enterprises directors tends to increase
personal profit rather than management goals.
The principal is the head of village official
and the agent is Village-Owned Enterprises
director. Besides having good financial
performance, the Village-Owned Enterprises
is also expected to have good governance.
The definitions and principles of VillageOwned Enterprises governance which
currently still survive and can be
accommodated and adapted by various
existing regulations. There are four important
elements in Village-Owned Enterprises
governance.
First, fairness which means the certainty of
protection of the rights of all holders of fraud
and other irregularities as well as the
existence of a clear understanding of the
contractual relationship between the VillageOwned Enterprises's resource providers and
customers. Second, transparency which means
an openness regarding information on
Village-Owned Enterprises’s performance,
both on time and accuracy. It is related to the
quality of accounting information generated.
It is in line with (Astami et al., 2010), the
level of government ownership structure has
link between state-owned-enterprises and
their performance. Third, accountability
which means the creation of an effective
monitoring system based on the distribution
of authority, roles, rights and responsibilities
of
village
officials,
Village-Owned
Enterprises director, and auditors. Fourth,
responsibility which means the VillageOwned Enterprises's accountability to the
village officials and the environment in which
the Village-Owned Enterprises is established.
Good governance and good planning have an
influence on the integrity and performance of
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government (Said et al., 2016). Its report that
good governance consists of three main
principles are openness, integrity, and
accountability. Village governance is a set of
regulations governing the relationship
between village officials, creditors, society,
and government (Vel & Bedner, 2015).
The other research finding that the
development process in the village has been
proceeded according to regulations, but in the
distribution phase, there is a delay from the
specified date. In addition, impediments in the
implementation of village development are
due to delays in the preparation of technical
guidelines and the low quality of human
resources (van Helden & Uddin, 2016). The
implementation of village fund policies has
real and positive effects on the village
financial management and the effectiveness of
village development programs. It is expected
that the management of village fund can run
effectively, as indicated by the results of more
equitable development in the various villages
(Carter et al., 2013). The planning and
implementation of village fund allocation
activities indicates that the management is
accountable and transparent (Anthopoulou et
al., 2017).
RESEARCH METHOD
This research used a qualitative approach, the
case study. Case study are used because it is
considered more flexible in supporting the
researchers to find important factors that arise
from real-life contexts and cannot be
manipulated directly. The case study research
is carried out in villages in Central Java
Province. The research will be divided into
each residency in several regencies in Central
Java; they are Pati, Banyumas, Magelang,
Klaten, Semarang, and Tegal with 12 villages.
There
are
Karangbanjar,
Rembang,
Balapulang, Rakit, Boyolali, Ponggok,
Jatijajar, Kenteng, Mungkid, Borobudur,
Golan Tepus, and Sayung.This district was
chosen to be the object of research because it
received a lot of village funds, but its
utilization absorption was low when
compared to other districts. The village funds
disbursed by the central government in all

villages in Central Java Province in 2019
amounted to IDR 146.000.000.000 until IDR
441.000.000.000.
The research was conducted from April to
July 2019. The research was continued from
February to March 2020 to obtain a
comprehensive uptake of village funds. The
data are collected through firstly in-depth
interviews using interview guidelines. The
interviews are conducted with the village
chiefs, secretaries, treasurers, and society.
Second, the observations are made to get
some real descriptions of the implementation
of village fund management. The data are also
taken from a literature study, government
regulations on the village funds and village
finance, as well as scientific journals related
to the problem under study. Interview guides
are developed based on four indicators; there
are the priority use of village funds,
implementation of village fund financial
management, absorption of use of village
funds, and accountability for the use of village
funds. The priority use of village funds
interview consists of types of priority use of
village funds (physical and non-physical
development). The implementation of village
fund financial management interviews
consists of a mechanism for receiving village
funds and using village funds (planning,
organizing, actuating, controlling). The
absorption of the use of village funds is the
amount and parties related to the mechanism
of absorption of village funds. The
accountability for the use of village funds
interview is an effective monitoring system
based on the division of authority, roles, rights
and responsibilities of the stakeholder
(external user).
The main data sources in this qualitative study
are speeches and actions. Therefore, the main
instrument of this research is the researcher
itself through some interviews that are
expected to be able to analyze more deeply
the qualitative data obtained. The data sources
of the research are the village chiefs,
secretaries, treasurers, and local people in
Central Java obtained using purposive
sampling. Purposive sampling is a technique
for sampling data sources with certain
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considerations (according to research
purposes). The analysis of the data used in
this research uses Miles and Huberman's
qualitative data analysis techniques. There are
three paths of qualitative data analysis,
namely data reduction, data models (data
display), and concluding or verification.

officials related to the village fund
management.
Mrs. Andina said that her village has qualified
for human resources management.
“…Rakit Village has a competent human
resource that can be good management of
village funds.”
Similarly, the district head (Mr. Amin) also
stated.
RESULT AND DISCUSSION
“…My village treasurer has a degree in
The readiness of the villages in managing the
accounting, so he can manage money
village fund can be seen from the capacity of
properly.”
human resources in the village environment
Based on the interview, the village chiefs’ last
including the latest education, experience,
education is senior high school to the bachelor
workshops, and training that have been
program. There is an academic qualification
attended, as well as an insight into the village
of the village apparatus in six districts.
Figure 1. Academic Qualification of

Source: Research 2019
The low quality of human resources is
explained to be a barrier to village
development according to the results of
(Setyawan et al., 2018; van Helden & Uddin,
2016) . On the other hand, the village officials
have already understood what should be
prepared in disbursing and channeling the
village fund. In preparing the disbursement of
the village fund, several things that need to be
prepared are proposals and budget plans for
one year. The proposal contains details of the
results of the officials’ meetings, consisting of
the Village Government Work Plan and the
Village Medium Term Development Plan. For
the first stage of realization, the submission of
village fund disbursements is usually
complemented by the report of the realization
of the previous year's budget, village budget,
and most importantly the current Village
362 | Jurnal ASET (Akuntansi Riset) Vol.12 | No.2 | 2020

Government Work Plan. The process of
disbursing the village fund starts from the
transfer of regional cash to the village fund
involving the village chiefs, treasurers,
secretaries, and those from the sub-district as
representatives of the district, as well as the
activity implementation team. The chiefs,
treasurers, and secretaries are the village
representatives as the submitting party should
obtain approval from the sub-district officials.
If the approval has been obtained, it will
proceed to the Village Community
Empowerment Office.
Mr. Suyud said there are three stages of the
disbursement of village funds.
“…the disbursement of phase I was 20% of
the funds, in addition to the request letter, the
APBDes of the current year were also
attached, then the RKKD (Village Activity
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Work Plan). The RKKD is made 100%. For
stage I, it is 20%, stage II is 40%, and then
stage III is 40%.”
Similarly, the district head, Mrs. Rubiah also
stated.
“… The Village Fund from the central
government has 3 phases, each 20%, 40%,
40%. The first stage in March, the second
stage in April, while the third stage has not
yet been disbursed, because the conditions
have to absorb 75% of funds.”
Furthermore, in the distribution of the village
fund, there is a mechanism or procedure for
channeling the fund from the village budget to
the details of activities. The draft village fund
activities are prepared before submitting the
fund. The Village Budget Plans proposal to
the Village Development Planning Office is
intended to disburse the fund. After that, the
village fund is received in some stages. This is
inline with research by (Vel & Bedner, 2015)
that decentralization has the main role to
make a good planning for the village budget.
The society or community of village have to
control and manage the implementation of
village budget.
After the fund has reached the village, it is
then distributed to each activity to the activity
implementation team (physical team) by
considering the activity proposal submitted by
the previous technical team. The Activity
Implementation Team plays a role in assisting
the implementation of activities or Head of
Activities in the procurement of goods and
services. The village funds distribution is
done quarterly (every three months), but the
exact time is uncertain. It is usually done
around March, August, and November.
The disbursement of the fund can be
decreased after the accountability report in the
last period is over. The results of the study are
in line with (Gödecke & Waibel, 2011) who
found that the development process in the
village has been running according to
applicable regulations, but in the distribution
phase, there has been a delay from the
specified date. Also, the implementation of
village development is due to delays in the
preparation of technical guidelines and the
low quality of human resources.

The priority of using the Village Fund is
based on some principles, for example justice,
which means prioritizing the rights or
interests of all villagers without any
discrimination. The second one is to prioritize
the interests of the village which are more
urgent, more needed, and are directly related
to the interests of most of the people. Third,
the village typology is to consider the
circumstances and reality of geographical,
sociological, anthropological, economic, and
ecological characteristics of the village, as
well as changes or developments in the village
progress.
The priority of using village funds for village
development activities as said by Mrs. Ragil
(the treasurer).
“…For the development is still the same as
last years, such as road construction, making
slides, and repairing kindergarten.”
Similarly, the district head (Mr. Amin) also
stated.
" …village funds used for road construction
and also empowerment. The focus is on
empowering PKK cadres.
The priority of using village funds for village
development activities as said by the district
head (Mrs. Rubiah).
“…In 2019, we will disburse it for stage I for
concrete rebate activities in RW IV, then
concrete rebates in RW III, then drainage in
RW III, then decor plates in RW IV. This is the
first development, for the second phase, the
construction is only one activity, there is
bridge rehabilitation in RW I.”
Based on the interview, the priorities in the
use of village funds are intended to encourage
the managers to prioritize the principle of
prioritizing common interests that are more
urgent, more important and directly related to
the interests of the majority of village
communities. Based on the results of
interviews conducted, the village fund is spent
to finance both physical and non-physical
development. Physical development appears
to be in the form of facilities and
infrastructure (Desa, 2014). Non-physical
development is the development that aims to
improve the level and welfare of the
community in general, both the improvement
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and welfare of the community in the fields of
Mrs. Anna said that the village fund was used
education, health, and in other aspects. The
for empowerment development.
results related with research by (Setyawan et
“…For the empowerment there was an
al., 2018) village funds are sourced from
increase in the capacity of village officials,
national/state budget for villages transferred
then an increase in the capacity of BUMDes
through the district used to village
administrators, then an increase in the
development, community development and
capacity of village institutions starting from
empowerment.
RT, RW and so on. Furthermore, there is an
In managing the fund, each village has
increase in the capacity of youth organizations
considered some priorities on both physical
and empowerment cadres (KPUD).”
and non-physical development. The physical
The priority of using village funds in
development is manifested in the construction
Karangbanjar was explained by Mrs. Anggita.
of a village hall, medical center, roads,
“…village funds have used to the construction
bridges, drainage, irrigation, field Retaining
of village hall buildings, roads, and village
wall, wells, educational institutions, and so
Retaining wall while in the field of
on. Meanwhile, the non-physical development
empowerment, in 2018 priority is given to
is in the form of empowerment and training
training and empowering BUMDesa.”
such as increasing the capacity of village
For the capacity building of the village
officials, increasing the capacity of
officials,
several
villages focus on
administrators of Village-Owned Enterprises
computerized training. A computer is an
(BUMDes), and Micro, Small and Medium
important tool for village officials to do their
Enterprises (UMKM) of the community,
works as part of the village government. This
medical center personnel, capacity building of
is done by considering that the works will be
youth groups and Village Unit Empowerment
more effective and efficient than doing it
Cadres (KPUD) and the Qur'an Teaching
manually by taking notes in thick books.
Center (TPQ). Also, the fund is used to
Computers provide data management
increase the capacity of village institutions,
solutions quickly and accurately and generate
starting
from
RT/RW
(neighborhood
reports/information
time
needed
by
associations) and so on. Generally, the
information users. Thus, computerized
programs or activities in the empowerment
training is expected to support good village
aspect are non-physical, but this is not always
governance.
the case. The activities can also be in the form
The priorities of the village fund spending are
of physical programs that support nonfollowing the Regulation of the Minister of
physical
ones,
for
example,
Villages, Remote Areas, and Transmigration
procurement/support of equipment for the
in 2016. Following is the mapping of the
training. It is in line with research by (Nurdian
priorities of the village fund in Central Java
Susilowati et al., 2019) that village official
(Table 1).
doing the development of capacity BUMDes
manager and director to increase knowledge
and skill in managing BUMDes.
Table 1. The Mapping of the Priorities of the Village Fund in Central Java
No.
Physical Development
Non-physical Development
1
Construction of village hall Increasing the capacity of village officials
building
2
Medical center development
Increasing the
capacity of
the
management
of
Village
Owned
Enterprises (BUMDes), and Micro, Small
and Medium Enterprises (UMKM)
3
Drainage construction and repair
Capacity building of the youth groups
364 | Jurnal ASET (Akuntansi Riset) Vol.12 | No.2 | 2020
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4

Irrigation making and repair

Improvement
of
Village
Unit
Empowerment Cadres
5
Field Retaining wall repair and Capacity Building for the Management of
development
Qur'an Teaching Center
Source: Result Research 2019
The Village Budget (APBDes) is implemented
but if this is done frequently, the development
under the Village Consultative Meeting
progress will not be optimal as expected.
(Musrenbangdes). This is because the basis
The programs set in the village budget are
for the preparation of the village budget is the
contained
in
village
spending.
In
RPJMDes and RKPDes, whereas the
Karangbanjar village, for example, the
RPJMDes and RKPDes are prepared based on
spending is grouped into five main aspects,
Musrenbangdes
(Village
Development
namely
village
development,
village
Planning
Deliberation).
Musrenbangdes
governance,
community
empowerment,
(Village Development Planning Deliberation)
community development, and disaster bailout.
is implemented to involve all elements of the
In the 2018 accountability report, all activities
community, starting from the village chiefs
could be carried out and realized, except in
and officials, and the village community
the disaster sector. This is because in 2018 no
which includes the hamlet chiefs, youth, and
disaster occurred, so the fund was diverted to
other residents. This is in line with research
other fields. This is in line with (Fitriyani et
by (Meutia & Liliana, 2018) that village
al., 2018), accountability and transparency
official must organize musrenbangdes in
can guarantee access for everyone to get
budget preparation.
government organizations information such as
The implementation of village fund
the performance of village.
management
often faces
complicated
The community involvement in the
obstacles, one of which is that the use of the
implementation of the village fund can be
village fund is not on target and not following
seen during the preparation of village-level
the people's needs. Also, the highly
meetings. The local people can participate in
complicated Accountability Report or LPJ
proposing any social activities that should be
remains the main issue faced by most villages
prioritized. Besides, the other tangible form is
in implementing good village fund
community
participation
in
physical
management. This constraint is related to
development such as community service for
looking for transaction evidence, especially
road construction. Another role that can be
for activities for which there are no
taken is supervision. The supervision
written/printed transaction notes.
conducted by the community is carried out
The problems related to inaccuracies in the
through the Village Representative (BPD).
use of village funds occur due to the existing
Thus, BPD functions as an agency that
circumstances. For example, the village fund
accommodates community protests and
has just been transferred at the end of
proposals. A simple example is when the road
December, while several activities and
construction is supposed to be 10 metter but it
developments could not be realized.
is only realized only 8 meters, the people may
Therefore, if we want to manage the village
complain about this problem to BPD, then
fund by the activities written in the village
BPD tells the village government. Also, the
budget, obviously we cannot. To overcome
installation of the village budget report in
this issue, the village fund manager provides
every corner of the village becomes a place
an alternative solution by budgeting it in the
for community supervision. The whole
following year. However, some villages have
community can complain about all matters
tried to touch all aspects of activities and
and observations if they find irregularities in
development by adjusting the budget ceiling,
the implementation of village development.
Internal control carried out by the village
activities that will be carried out. The village
chefs is to criticize the village budget and
chief and village secretary together review the
365 | Jurnal ASET (Akuntansi Riset) Vol.12 | No.2 | 2020

AMIR MAHMUD, NURDIAN SUSILOWATI, WULAN SUCI RACHMADANI, SARI LESTARI, TUSYANAH
TUSYANAH / The Contribution of Village Fund Management for Creating More Prosperous Society: An Empirical
Study at Central Java

proposals submitted to the village. These
activities include internal control so that the
village fund can be channeled according to the
village medium-term development plan and
village budget plan. The internal control
carried out by the village chief is related to the
clear division of tasks for each village official.
This is done there is no overlapping work to
simplify the supervision process (Nurdian
Susilowati
et
al.,
2020).
Besides,
(Purnamawati & Adnyani, 2019) explained
that spiritual dimension is able to increase the
accountability and transparency of village
funds as they stand stick to the law of karma
phala through the principles of Moksartham
JagadhitaYes Caiti Dharma.
For examples in development, there is a
special section of people's welfare; it is
welfare section (Kasi Kesra) responsible.
Internal control is also carried out in the
financial sector. The village treasury fund is
never held by the village chief, and all are
directly held by the treasurer to be managed.
Both periodical and incidental meetings are
also another way of internal control conducted
by the village chief.
The absorption of the fund in each village is
nominally different, ranging from six hundred
million to one billion rupiahs. The village
fund spending uses the 40-40-20 model,
meaning that in the first phase, it is usually
spent as much as 40% of the total proposed
fund, 40% in the second stage, and 20% in the
third. However, this model is not applied in
all villages; some use the 20-40-40 model.
Furthermore, the village fund management
does not stop at the implementation stage but

also reaches the accountability phase. The
report process begins with the collection of
transaction evidence and is recorded in a
general cash book. Furthermore, the
accountability report is made, which is then
submitted to the sub-district level to be
revised if there are still inconsistencies (Kislat
& Menkhoff, 2016; N Susilowati et al., 2018).
The report is in the form of a report sheet or
binding, containing details of activities that
have been completed, proof of transactions,
and documentation of activities. The
implementation of accountability for the use
of the village fund is carried out at the end of
the year with maximum reporting at the end
of the following January. The accountability
of the fund is reported to three parties, namely
sub-districts, related village offices such as
BPD, and regency levels (Regional secretary)
if there are any supervisions. Evidence of the
accountability contains transaction sheets,
general cash books, documentation of
activities, and results of the discussion. Also,
the village government makes billboards
containing the receipts and use of the village
fund. The billboards are installed in front of
the village office and other strategic locations
in the village, so that the financial
accountability and transparency can be
realized well. These results are consistent with
the study of (Walker, 2014) who stated that
the planning and implementation of village
fund allocation activities indicate that the
management is accountable and transparent.
There is a village fund management model
base on research (Figure 2).

Figure 2. Village fund management model base on research
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Village-Owned Enterprise (BUMDes) is a
business entity in which entire or most of its
capital is owned by the village through direct
participation from the village assets that are
separated to manage assets, services, and
other businesses for the maximum welfare of
the village community (Grossi et al., 2019).
Establishment of the village-owned enterprise
aims to improve the village economy,
optimizing village assets to be beneficial for
the people’s welfare; increase community
efforts in managing the economic potential of
the village; develop business cooperation
plans among villages and/or with third parties;
creating market opportunities and networks
that support citizens' general service needs;
open employment; improve community
welfare through improving public services,
growth and equitable distribution of the
village economy; and increase the income of
the village community and the villages’
original income (Feriady & Susilowati, 2019).
The village-owned enterprise capital can
come from the people and the village. The
village government provides village-owned
enterprise's capital from the village fund
(Nurdian Susilowati et al., 2019). The villageowned enterprise management should be
approved by the village government so that
the revenue share of village-owned enterprise
income is determined fairly. The villageowned enterprise can be in form of a
corporation as a capital alliance, formed based
on an agreement, and conducting business
activities with capital that is mostly owned by
the village-owned enterprise, under the laws

and
regulations
concerning on
the
corporations; and Microfinance Institutions
with the village-owned enterprise contributing
60 (sixty) percents, by statutory regulations
regarding microfinance institutions (Menkhoff
& Rungruxsirivorn, 2011).
There are various types of village-owned
enterprises in Central Java. Among them are
engaged in providing basic needs, such as
Asung Daya in Jatijajar village, Bergas subdistrict, Sumber Arto in Kenteng Village of
Bandungan sub-district. Also, there is a form
of the corporation which manages attractions
in Serang village, Karangreja sub-district.
There is also Maju Jaya enterprise in the form
of a savings and loan cooperative in Losari
Village, Rembang sub-district.
The village-owned enterprise has successfully
managed its business activities. Every year
can contribute to high original village income
to the village government. The community
member as the manager is also very
enthusiastic in developing business continuity.
Various innovations have been made by the
village-owned enterprise so that they can
compete with private minimarkets. Through
the creativity of the management, the types of
products sold are increasingly varied.
Therefore, consumers can enjoy high-quality
products. The research in line with (Carter et
al., 2013; Suryadarma & Yamauchi, 2013)
stated that the implementation of village fund
policies has real and positive effects on the
village financial management and the
effectiveness
of
village
development
programs. It is expected that the management
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of the village fund can run effectively, as
indicated by the results of more equitable
development in the various villages.
The
optimization
of
village
potential
(establishment of BUMDes and empowerment

community) are able to increase the village's
income dan welfare society (Yuniarta &
Purnamawati, 2020). The following villageowned enterprises (BUMDes) are growing
rapidly in Central Java (Table 2).

Table 2. Village-owned enterprises (BUMDes) in Central Java
No
BUMDes
Type of BUMDes
1.
BUMDes Tirta Mandiri Ponggok
Tourism
BUMDes Asung Daya
Shopping mall
2.
BUMDes Sumber Arto
Minimarket, Garbage collection
3.
BUMDes Silatri Indah Toserva
Grocery store
4.
BUMDes Barokah Pare
Grocery store
5.
BUMDes Dananjaya
Cooperative
6.
BUMDes Andong Jinawi
Restaurant
7.
BUMDes Serang Mandiri Sejahtera
Tourism
8.
BUMDes Bangun Karya Bangunrejo
Rural Water management
9.
Garbage collection
10. BUMDes Pembuatan Batako
Rural Water management
11. BUMDes Tirto Manunggal
Grocery store
12. BUMDes Mitra Sejahtera
Farm shop
13. BUMDes Maju Berkah Wangandowo
Garbage collection
14. BUMDes Reban
Gas station
15. BUMDes Ngrembaka Mulya
Shopping mall
16. BUMDes Desa’Smart
Restaurant
17. BUMDes Sumber Damai
Restaurant
18. BUMDes Citra Gemilang
BUMDes
Sehat
Tlogowungu
Medical center
19.
Clothing store
20. BUMDes Karya Mandiri
Shopping mall
21. BUMDes Agen Brilink
Bumdes Sidomakmur Pingit
Grocery store
22. BUMDes Berkah Abadi
Supermarket
23. BUMDes Ngudi Rahayu
Source: Research 2019
and infrastructure. Non-physical development
is the development that aims to improve the
CONCLUSION
level of people's welfare in general, such as
The capacity of human resources villages
the improvement and welfare of the
supports the implementation of village fund
community in the fields of education, health,
management. The qualification academic of
and others. Meanwhile, the community
village officials is undergraduate. They
empowerment priorities are used to improve
always joint the workshops and training who
the community skills, so that they can be
organize by district. The village fund is spent
productive and improve the quality of local
to finance both physical and non-physical
wisdom products in the village. The
development and empowering village
implementation of the use of the village fund
communities. Physical development is the
is following procedures and can be justified so
development that seems to have infrastructure
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that transparency and accountability goals can
be realized.
The business activities of Village-Owned
Enterprises originating from the village fund
have proven to be able to move the economy
of the village community forward. Thus, it is
suggested that first, the village fund
management model should be prepared to
guarantee more careful planning, effective
and efficient implementation, and reliable
supervision. Second, socialization and
training for the village officials are strongly
required to realize more accountable village
fund management.
This research has implications for the
implementation
of
government
decentralization. The implementation of
decentralization of the village government,
especially in the financial management of
village funds, the village government
collaborates with community leaders, village
youth, religious leaders, and investors.
Community leaders, village youths, and
religious leaders play a role in the
implementation of village budget planning
through musrenbangdes so that activities that
benefit the community are agreed.
Furthermore, investors play a role in
Anthopoulou, T., Kaberis, N., & Petrou, M.
(2017). Aspects and experiences of crisis
in rural Greece. Narratives of rural
resilience. Journal of Rural Studies, 52,
1–11.
https://doi.org/10.1016/j.jrurstud.2017.03
.006
Astami, E. W., Tower, G., Rusmin, R., &
Neilson, J. (2010). The effect of
privatisation on performance of stateowned-enterprises in Indonesia. Asian
Review of Accounting, 18(1), 5–19.
https://doi.org/10.1108/13217341011045
971
Batara, E. (2017). Are government employees
adopting
local
e-government
transformation ? expectations. 11(4),
612–638. https://doi.org/10.1108/TG-092017-0056
Boonperm, J., Haughton, J., & Khandker, S.
R. (2009). Does the Village Fund matter

providing business credit for cooperation in
building the sustainability of Village-Owned
Enterprises. Furthermore, monitoring of the
implementation of village activities is carried
out by all members of the village community.
The development and strengthening of
Village-Owned Enterprises are carried out
jointly between the village government and
the community. So, there can be minimize
conflicts of interest between village official
and community. Likewise, Village-Owned
Enterprises are monitored and supervised by
both.
The evidence is based on 12 village in Central
Java and may not reflect actual practices nor
the perceptions of others. The paper focuses
on the mapping priorities of village fund and
development of Village-Owned Enterprises
and has not analyzed other aspecs such as
performance and sustainable business.
This study provides recommendations for
future researchers to examine the performance
of Village-Owned Enterprises and their
impact on the development and welfare of
rural communities.
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