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Village-Owned Enterprises (BUMDes) are economic institutions that
operate at the village level, have a legal entity, and are managed by the
Village Government with the aim of being economically independent.
Although the existence of BUMDes has great potential to improve the
village economy, many people are not fully aware of its benefits. This
activity aims to increase community literacy about the importance of
BUMDes and its benefits for village welfare if managed properly. This study
aims to analyze the role of Village-Owned Enterprises (BUMDes) in
improving the economy of Kota Raja Village. Using a qualitative approach,
data was collected through counseling and focused group discussions. The
results of the study show that although there is an increase in public
understanding of BUMDes, participation in management is still minimal.
Factors that affect the success of BUMDes include strengthening the
capacity of human resources (HR). The community showed enthusiasm and
supported the training for BUMDes managers. This study emphasizes the
importance of collaboration between the village government and the
community in the effective management of BUMDes, which is expected to
improve the economy and the welfare of the village community as a whole.
The resulting recommendations are expected to be a reference for the
development of BUMDes in Kota Raja Village and other villages in
Indonesia.

This is an open access article under the CC BY-SA license.

00

Corresponding Author:

M. Syukri Ismail E2

Institut Agama Islam Yasni Bungo, Indonesia

Email: msyukriismail43@gmail.com

1. INTRODUCTION

Based on Law Number 32 of 2004, autonomous regions have the right, authority, and
obligation to regulate and manage government affairs and the interests of the local
community in accordance with applicable laws and regulations. This autonomy gives
authority for local governments to formulate policies in accordance with the needs,
interests, conditions, and potentials of their communities (Nadir, 2013).

One of the entities managed by the village government by involving the local
community is Village-Owned Enterprises (BUMDes). The purpose of BUMDes is to
strengthen the village economy by utilizing existing human and natural resources. Most of
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the capital of BUMDes comes from villages, which are managed through the participation
of capital from village assets. These funds are used to manage assets, provide services, and
run businesses for the welfare of the local community (Paramita, 2021). BUMDes must be
formed from community agreement through Village Deliberation, which is the highest
forum to determine decisions related to BUMDes, such as determining names, appointing
administrators, and selecting business types.

BUMDes is built on the principles of cooperation, participation, openness,
accountability, and sustainability. Therefore, good management of BUMDes is very
important so that the village economy can run independently, effectively, and
professionally, so that community welfare can be achieved.

Research on the Importance of BUMDes Management to Improve the Economy of
Kota Raja Village needs to be carried out because BUMDes is an institution that is being
discussed a lot. Although almost all villages in Indonesia have formed BUMDes, only a
few have succeeded in improving the welfare of their communities. This failure is caused
by various factors, including suboptimal human resources and mistakes in choosing the
potential that is developed. This study aims to analyze the role of BUMDes in the
development of Kota Raja Village.

2. METHOD

Using a qualitative methodology, this study aims to investigate the role of Village-
Owned Enterprises (BUMDes) in improving the economy of Kota Raja Village. BUMDes
are expected to be the driving force of the local economy, but the public's understanding of
their role is still limited. Therefore, this research will highlight the importance of
socialization and education about BUMDes to the community.

This research process begins by giving instructions and conducting focus group
discussions. In this forum, the community will be given the opportunity to express their
opinions, inputs, and expectations regarding the management of BUMDes. This discussion
IS expected to create a constructive dialogue space, where every member of the community
feels heard and involved in the decision-making process related to BUMDes. Through
active participation, it is hoped that the community can better understand the function and
potential of BUMDes as a source of welfare.

Data obtained from group discussions and in-depth interviews will be analyzed
descriptively. This analysis aims to identify trends, patterns, and community needs and
expectations related to the management of BUMDes. With this approach, it is hoped that
key elements can be found that can increase the effectiveness of BUMDes in providing
benefits to the community. For example, the public may expect increased transparency in
the management, skills training, or diversification of businesses run by BUMDes.

In addition, this research will also explore the challenges faced by BUMDes in their
operations. Through extracting information from the community, researchers can identify
problems that need to be addressed so that BUMDes can function optimally. For example,
limited human resources, lack of access to capital, or lack of knowledge about business
management can be inhibiting factors.

The ultimate goal of this data collection is to provide a deeper insight into the
importance of BUMDes management. By understanding the community's perspective, this
research is expected to provide constructive input for the development of BUMDes
management strategies. In addition, the results of the research are expected to be used as a
reference to improve economic empowerment programs in Kota Raja Village, so that
BUMDes can contribute more to the welfare of the community.

Through this research, it is hoped that a synergy will be formed between the village
government, BUMDes managers, and the community in order to create a sustainable and
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inclusive village economy. Thus, this study not only aims to analyze, but also to provide
practical recommendations that can be implemented for the economic progress of Kota
Raja Village as a whole.

3. RESULTS AND DISCUSSION
3.1 Legal Basis and Regulation of BUMDes

Village-Owned Enterprises (BUMDes) are legally recognized entities in Indonesia,
established based on Law No. 32 of 2004 concerning Regional Government and Law No. 6
of 2014 concerning Villages. This law gives villages the right and authority to manage
existing resources, including establishing BUMDes with the aim of improving the welfare
of village communities. The establishment of BUMDes is carried out through Village
Deliberation, which is the highest forum for collective decision-making at the village level.
(Ministry of Villages, Development of Disadvantaged Regions, and Transmigration, 2018)

Law No. 6 of 2014 links the existence of villages with BUMDes as business
entities that aim to manage village assets and provide services and businesses that support
community welfare, with capital sourced from village wealth. In Article 87, it is explained
about the establishment of BUMDes, where paragraph 2 emphasizes the importance of
management based on the principles of mutual cooperation and kinship, while paragraph 3
states that businesses run by BUMDes can focus on the economic sector and public
services in accordance with applicable regulations. Article 88 explains the procedure for
establishing BUMDes, while Article 89 outlines the contribution of BUMDes to the
empowerment of village communities and development. Finally, Article 90 covers the
direction of BUMDes development for the benefit of the community. (Bappenas, 2017)

Regulation of the Minister of Home Affairs No. 4 of 2015 provides more detailed
guidance on the good and transparent management of BUMDes. This regulation covers
various elements, ranging from the process of establishing BUMDes, the types of
businesses allowed, to reporting and accountability mechanisms. The sustainability and
independence of BUMDes is highly dependent on the implementation and understanding
of these regulations by all parties involved, including village governments and local
communities. (Community and Village Empowerment Office, 2020)

3.2 Accountability in the Management of BUMDes

Accountability is an important element in the management of BUMDes and can be
assessed through several indicators, such as increasing public trust and satisfaction with
village financial management, high public awareness in evaluating the performance of
village governments, and reducing cases of corruption, collusion, and nepotism at the
village level. The accountability of BUMDes in Kota Raja Village can be measured
through a planning process that involves community participation, which is fair,
accommodating, and representative. The level of accountability in the BUMDes program
can be seen from the effectiveness and transparency of the budget, planning, preparation,
and implementation, all of which must be reported and accounted for to relevant parties
(Pramita, 2018).

Good accountability not only increases public trust, but also encourages their active
participation in the management of BUMDes in Kota Raja Village. When the community
feels that they have a role and right to evaluate the performance of BUMDes, they will be
more supportive of the programs that are being implemented.

3.3 Transparency in Financial Management of BUMDes

Transparency in village financial management is a fundamental principle that must
be maintained, as stipulated in Permendagri No. 113 of 2014, which emphasizes that
village financial management must be carried out with the principle of openness.

1JES, Vol. 01, No. 01, December 2024: 28-36



1JES ISSN: XXXX-XXXX a 31

Information disclosure gives the community the right to know the implementation of
government, including village financial policies and management. In addition,
transparency serves as a monitoring mechanism against potential corruption and budget
irregularities, as well as allowing comparisons between actual financial performance and
the budget that has been set. (Arindhawati & Utami, 2020)

Effective reporting mechanisms can be evaluated based on several indicators,
including:

e A system that ensures openness and consistency in every public service process.

e A process that makes it easier for the public to ask questions related to public
policies and services.

e A mechanism to report and disseminate information about the actions of public

officials in providing services. (Irawati & Martanti, 2018)

With the available information, the community can evaluate and provide input on
the management of BUMDes, thereby increasing accountability and transparency in the
management of BUMDes in this village.

3.4 Results of the explanation

This activity began with an opening and introduction to the current situation,
especially related to BUMDes. The explanation session was carried out as a form of
sharing knowledge to all people present, explaining what BUMDes are, their roles, and
their goals for the village. In addition, several examples of villages in Indonesia that have
succeeded in managing BUMDes effectively, as well as identifying the potential in the
village that can be an inspiration for BUMDes administrators and village governments in
optimizing local resources. BUMDes need to have a strategy to overcome existing social
problems, with the village government focusing on community welfare and empowerment
through the development of local products in Kota Raja Village.

Based on the monitoring of researchers, there are still a number of shortcomings in
the development of BUMDes. Some of the problems that are often faced by BUMDes
include management, internet access for e-commerce, and lack of innovation in business
development. In fact, there are several business entities that have difficulties in building
valid and quality organizations, so that BUMDes have not been able to make a significant
contribution to village income. (Emilia, 2022)

In the "Village Law" explained by the Ministry of Villages, Article 87 emphasizes
that the village government has the authority to form BUMDes, which must be established
based on the spirit of kinship and cooperation. BUMDes plays an important role in running
economic businesses that aim to provide public services, support village sustainability, and
improve community welfare. BUMDes are also expected to be the main driver in
encouraging economic growth in the village. The main purpose of the formation of
BUMDes is to advance the village economy and utilize village assets optimally for the
welfare of the community. The success of BUMDes is greatly influenced by the
effectiveness of organizational management. Therefore, organizational development is an
important aspect for BUMDes, which must have the ability to survive and adapt to
changes. This process, which includes improving the ability of members of an organization
to cope with change, is known as organizational development.

Effective management of BUMDes not only affects the economic aspect, but also
has a positive impact on the social sector. The communities involved tend to show a higher
level of solidarity and cooperation. In addition, the existence of BUMDes is able to reduce
the unemployment rate in Kota Raja village by creating new jobs. The activities produced
by BUMDes also have the potential to improve the quality of life of the community
through the provision of better products and services. (Widiastuti & Kurniawan, 2020)
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In the discussion session, the researcher received various inputs and suggestions
from the participants. Overall, the community shows high enthusiasm for the existence of
BUMDes and hopes that BUMDes can function optimally to advance the village. Several
participants recommended training, especially in the financial aspect of BUMDes, as well
as assistance to optimize the potential of villages that can be managed independently by
BUMDes, so that they can become effective business units. (Muna, 2022). The results of
the discussion showed that the community was very enthusiastic and responded positively,
because they got a better understanding of the role of BUMDes in village development. It
is hoped that this activity can overcome the lack of literacy about BUMDes, so that the
community can better support the program of the village government and BUMDes
administrators in encouraging the optimization of BUMDes activities, which in turn is
expected to have a significant impact on improving the village economy.

Based on the researcher's understanding obtained from several communities,
although BUMDes have great potential, there are several obstacles that hinder the
effectiveness and sustainability of their operations in Kota Raja Village, including:

e Lack of Government Support: Some BUMDes administrators feel that support from
the village government is not optimal. Lack of technical assistance, funds, and
resources from the government can hinder the development of BUMDes.

e Human Resources Challenges: In addition to managerial skills, many administrators
also lack experience in running a business. This leads to difficulties in making
strategic decisions and creating innovation.

e Capital and Financing Issues: Although there is the potential to get loans from
financial institutions, many BUMDes administrators find it difficult to meet the
necessary requirements. This is an obstacle to starting and developing a business.

e Lack of Promotion and Marketing: Many businesses run by BUMDes are not
widely known by the public. The lack of an effective marketing strategy leads to
low revenue from the business run.

e Negative Public Perception: Some people still have a negative perception of the
management of BUMDes, considering it as an ineffective government project. This
reduces community participation in management.

The researcher's explanation of the importance of BUMDes was well received by
the people of Kota Raja Village. From the results of the evaluation, around 70% of
respondents showed an increase in understanding of the role of BUMDes in improving the
village economy after participating in counseling. This shows that education is an
important first step in optimizing the potential of BUMDes.

Despite the increase in understanding of these explanations, the active participation
of the community in the management of BUMDes remains a challenge. And from the
results of this discussion, it shows that previously many people did not understand the
management mechanism and procedures, making it one of the causes of the lack of
community involvement. In addition, there is also doubt about the ability of BUMDes
administrators is also one of the inhibiting factors. (Iimi, 2024)

One of the main challenges in the management of BUMDes is the lack of human
resources (HR) who have sufficient managerial skills. Many BUMDes administrators do
not understand this aspect, so it is important to carry out structured and continuous training
for them. (Umiyati, 2024). This study recommends several training programs that can be
applied, including:

e Management Training: Improve the ability of administrators to plan, organize, and
control business activities.
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e Marketing Training: Teaching effective marketing techniques to increase product
visibility and sales from BUMDes.

e Financial Training: Provides an understanding of financial management, including
budget planning and financial reporting.

Another problem faced by BUMDes is the difficulty in obtaining capital. Although
there are opportunities to get loans from financial institutions, many administrators find it
difficult to meet the necessary requirements (Pangesti, 2020). This is the main obstacle in
the development of sustainable BUMDes businesses in Kota Raja Village.

The results of the study show that effective management of BUMDes is highly
dependent on several key factors. First, strengthening human resource capacity through
training and continuing education must be a priority. Training in management, marketing,
and finance will greatly help BUMDes administrators in carrying out their operations more
professionally and efficiently. Second, choosing the type of business that suits the local
potential is very important. Involving the community in discussions as part of the planning
process will ensure that the selected efforts are relevant and sustainable, which in turn can
increase community participation and a sense of belonging to BUMDes. Third, to
overcome capital problems, collaboration with financial institutions and local governments
IS needed to provide funding sources. Assistance and subsidy programs from the
government can also be an effective solution to support the sustainability of BUMDes.
Finally, increasing community participation must be done through more intensive
socialization and transparency in the management of BUMDes (Supriyanto, 2019). By
involving the community in decision-making, they will feel more owned and responsible
for the success of BUMDes in Kora Raja Village.

Overall, optimal management of BUMDes will not only improve the village
economy, but will also contribute to the welfare of the community as a whole. This
research emphasizes the importance of collaboration between the village government, the
community, and related parties to achieve these goals. The recommendations resulting
from this study are expected to be used as a reference in the development of BUMDes in
Kota Raja Village and other villages in Indonesia.

4. CONCLUSION

Research on the management of Village-Owned Enterprises (BUMDes) in Kota
Raja Village shows that BUMDes have great potential in improving the village economy if
managed properly. Although there is an increase in public understanding of the role and
benefits of BUMDes, participation in its management is still low. The success of BUMDes
is influenced by key factors, namely strengthening the capacity of human resources (HR).

Intensive socialization and transparency in management are also needed to increase
community participation. The recommendations of this study include the importance of
training for BUMDes administrators, community involvement in business planning, and
financial support from the government. With the collaboration between the village
government and the community, it is hoped that BUMDes can function optimally and
contribute significantly to the welfare of the community in Kota Raja Village and other
villages in Indonesia.

Provide a statement that what is expected, as outlined in the "Introduction” section,
is ultimately realized in the "Results and Discussion” section, ensuring alignment.
Additionally, prospects for the development of research findings and application prospects
for further studies in the future (based on the results and discussion) can also be included.
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