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Abstract 

The study aims to elaborate the management and allocation of village fund from the central 

and local governments and to formulate management model and documents of strategic plans 

in the implementation of the fund in the second year as a follow-up development.  

The research involved village heads and officers in Regional Government of Bone Bolango 

regency, local public figures, and residents receiving financial support from the village fund. 

The descriptive qualitative study employed Milles and Huberman analysis method and 

conducted focus group discussions to obtain the data. 

The result shows that the implementation of the management model is successful to empower 

the community, as overviewed from achievements by the Regional Government of Bone 

Bolango regency. The government’s achievement inspires the central government to allocate 

more fund to the village in the next year. The village fund of IDR 122,344,494,000 is 

distributed as follows: 30% of the fund is allocated for the operational budget of the village 

government and the Village Consultative Body (Badan Permusyawaratan Desa, BPD); 

moreover, 70% of the fund is distributed for empowerment of the community and 

enhancement of the village government’s capacity. Henceforth, it is proven that the village 

fund is optimally conducted as economic leverage for the village to progress and as a helping 

hand to boost the community’s welfare in Bone Bolango regency.  

Keywords: Management model of village fund allocation (add), Productive economy 
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activities 

1. Introduction 

As a part of the implementation of regional autonomy, Village Fund Management is a 

program by the local government to achieve the set goals and strategic plans employed 

through various activities. As stipulated in the Government Regulations no. 72 of 2005 

concerning village management, the administration of village government affairs under the 

authority of the local government is funded from the Village Budget and Village government 

Aid. It is also in accordance with the Letter of Ministry of Internal Affairs no. 140/640SJ on 

March 22, 2005, concerning Guidelines for Village Fund Allocation from the Regional 

Government to the village government; and the Regulation of Ministry of Internal Affairs no. 

37 on 2007 concerning Guidelines for Village Fund Management. As written in Article 68 of 

the Government Regulation no. 72 of 2005, the village is allowed to receive funds from the 

Regional Tax Share and Retribution as well as some part of Central and Regional Financial 

Balance Fund accepted by the Regional Government. The village fund from the regional 

government is distributed through the village cash, complying with the Article 2A of Act 34 

of 2000 concerning changes in Act 28 of 2009 concerning Local Tax and Retribution. 

On top of that, as regulated in Act 6 of 2014 concerning Village, the village is granted 

authority to administer governance and development independently to enhance the 

community’s welfare and life quality. With that being said, the village government is 

expected to conduct independent governance for its resources, including the village’s finance 

and wealth. Such big contribution the village possesses also comes with big responsibility to 

bear. Therefore, it is essential for the village to implement principles of accountability in 

governance, ensuring that the activities and village governance are able to be accounted to the 

public by referring to the applied rules. 

Moreover, the village government is required to involve the community in processes of 

planning, budgeting, and implementing government programs, facilitated through the 

decision-making process in village conference by Village Consultative Fund (BPD). The 

involvement is expected to result in a work program and activity that accommodate the 

community’s interest and needs inclusively, and suitable for the community capability. 

The sectoral development in the village that utilizes village fund allocation is crucial and 

strategic to the national development and regional economy enhancement. Based on the local 

regulation concerning Village Fund Allocation, the allocation of the village fund is distributed 

as follows: 30% from the fund is used for operational budget, allowances, and official travel 

expenses, while 70% is employed in community empowerment and capacity enhancement of 

the village governments. The allocation is critical to be implemented optimally by the village 

governments to achieve the set goals and targets. 

By the village fund allocation, the Government of Gorontalo province strives to empower 

developers and provide programs of increasing productive economic activities by maximizing 

the facilities and financial aids from the central government. This way, the village can 

contribute to the regional development. With that being said, a description of the management 
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of village fund allocation is essential to conduct, in which the study focuses on the 

management of village funds in Bone Bolango regency.  

Based on the previous description, and as a development of findings of preliminary research 

in 2017, this research intends to answer the questions: 

1. How is the actual condition of activities of community empowerment and productive 

economy enhancement by Village Fund and Village Fund Allocation? 

2. How are the strategic plans of developing management model of Village Fund and Village 

Fund Allocation in increasing the community’s welfare and empowerment? 

2. Literature Review 

2.1 Concepts of Village Government 

Definition of the village by Act 22 on 1999 is a village, or as called with another term, as a 

union of a legal society which has its original structure referring to special privileges of 

origin, as stipulated in Article 18 of 1945 Basic Constitution (Bratakusumah & Solihin, 2003: 

8). The ideological foundations in the governance of the village government diversity, 

participation, indigenous autonomy, democracy, and community empowerment. 

Moreover, as written in Government Regulations No. 60 of 2014, a village includes village, 

traditional village, or as called with another term, further referred as village, is a union of 

legal community with territorial boundaries and authority to regulate and administer 

government affairs, the interests of local communities based on community initiatives, 

origins rights, and/or traditional rights recognized and respected within the system of 

government of Republic of Indonesia. 

2.2 The Concept of Village Fund and Village Allocation Fund 

Eko et al. (2006: 1) state that Village Fund is the fund from the State Budget distributed to the 

village through Regional Budget of regency/city in every year. It is granted to fund the village 

governance based on origin rights and village-scale local authority.  

The fund is a mandate of Act 6 of 2014 concerning village, allocated in the transfer, not as a 

project. As long as the law applies, the fund will be distributed continuously. 

2.3 Position and Function of Village Fund 

As a main financial source, Village Fund is utilized in programs and prioritized activities set 

in the village’s forum on deliberation of development planning (Musrembang Desa) 

discussing the village government work plan in every year. The use of Village Funds in 

self-management or labor-intensive manner aims to increase employment in the village, 

especially for the low-income family; and provision of basic village infrastructure, such as 

environmental roads, farm roads, bridges, and irrigation channels. 

According to Act 6 of 2014, Village Fund is the fund from State Budget allocated to villages 

that are distributed through the Regional Budget; it is used to finance the administration, 

implementation, development, community development, and community empowerment of 
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the village. 

According to the Regulation of Ministry of Internal Affairs No.37 of 2007 concerning 

Guidelines of Village Budget Management, Village Fund Allocation is aimed at: 

1. Addressing poverty and reducing inequality; 

2. Improving village level development planning and budgeting, and community 

empowerment; 

3. Increasing rural infrastructure development; 

4. Encouraging the implementation of religious and socio-cultural values in order to achieve 

social improvement; 

5. Enhancing public order and peace; 

6. Improving services to rural communities as a form of social and economic development 

7. Encouraging the improvement of self-help and mutual cooperation between the 

community; 

8. Increasing income of the village and the community through Village Owned Enterprise 

(BUMDesa). 

3.4 Village Fund Allocation Management 

As an integral part of village budget management, the management of Village Fund 

Allocation is required to meet the principles as follows: 

a. All activities funded by Village Fund Allocation are planned, implemented and evaluated 

openly with the principles of, by and for the community. 

b. All activities must be accountable administratively, technically and legally. 

c. Village Fund Allocation (ADD) is carried out using the principles of financially efficient, 

focused, and controlled. 

d. All activities that will be financed through Village Fund Allocation must contribute to 

improving community service facilities, i.e., fulfillment of basic needs, strengthening 

village institutionalization and other essential activities the village community decided in 

forums. 

e. Village Fund Allocation must be recorded in the Village Budget (APBDesa), and the 

budgeting process follows the applied mechanism. 

2.5. Community Empowerment 

Supeno (2011:19) empowerment is an effort towards an order made by elements from outside 

the order, so that the order is able to develop independently; in other words, empowerment is 

an effort to improve interconnection in an order and/or refinement of the 

elements/components of the order to enhance the order’s independence development.  

3. Research Method 

Based on the previous problems statement, the study employed descriptive qualitative method. 

Moreover, the data collection involved interview and Focus Group Discussion (FGD). The 

research object encompassed 160 villages and five sub-districts in Bone Bolango regency. 

The study focused its analysis on the village in order to identify different approaches of 
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Village Fund Allocation management in the villages as an effort of productive economy 

empowerment of the community. 

4. Findings and Discussion 

4.1 Village Fund and Village Allocation Fund in 2017 

As a source of income, APBDes or Village Budget is categorized into 1) Funds from State 

Budget allocated to the village by direct transfer through Regional Budget of city/regency; 2) 

Village Fund Allocation from the regency/city in the form of revenue sharing funds and 

general allocation funds, as a part of balancing funds. 

The following is the table of distribution of Village Funds and Village Funds Allocation of 

2017 in Bone Bolango regency. 

Table 1. Distribution of Village Funds and Allocation of Village Funds of 2017 in Bone 

Bolango regency 

No. District Village Fund  

Ceiling 

Village Fund  

Allocation Ceiling 

Affirmative Village  

Fund Allocation Ceiling 

Total 

1 Tapa 5,332,740,000 2,113,251,000  7,445,991,000 

2 Kabila 5,330,520,000 2,108,145,000  7,438,665,000 

3 Suwawa 7,621,352,000 3,008,718,000  10,630,070,000 

4 Bone Pantai 9,982,737,000. 3,985,881,000  13,968,618,000 

5 Bulango Utara 6,866,424,000 2,711,931,000  9,578,355,000 

6 Tilongkabila 10,718,446,000 4,257,138,000  14,975,584,000 

7 Botupingge 6,730,321,000 2,640,447,000  9,370,768,000 

8 Kabila Bone 7,046,338,000 2,860,005,000 488.250.000 10,394,593,000  

9 Bone 10,733,449,000  4,241,820,000   14,975,269,000  

10 Bone Raya 7,576,269,000  2,983,188,000  10,559,457,000  

11 Suwawa Timur 6,834,360,000  2,691,507,000  488,250,000  10,014,117,000 

12 Suwawa Selatan 6,146,537,000  2,450,886,000   8,597,423,000 

13 Suwawa Tengah 4,553,635,000  1,796,040,000   6,349,675,000 

14 Bulango Ulu 4,626,776,000  1,811,358,000  976,500,000  7,414,634,000 

15 Bulango Selatan 7,725,521,000  3,064,884,000   10,790,405,000 

16 Bulango Timur 3,790,462,000  1,494,147,000   5,284,609,000 

17 Bulawa 6,824,388,000  2,706,825,000   9,531,213,000 

18 Pinogu 3,894,228,000  1,580,999,620  600,008,980 6,075,236,600 

Total Amount 122,334,503,000  48,507,170,620  2,553,008,980  173,394,682,600  

Source: Office of Village and Community Empowerment, and Village government 2017 

 

As the table illustrates, the average total amount of funds managed by every village in Bone 
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Bolango regency is IDR 1.000.000.000,- by the minimum.  

4.2 Model of Village Fund Management and Village Fund Allocation 

4.2.1 Planning of Village Fund Management and Village Fund Allocation 

As a preliminary step of Village Fund management, the planning process involves aspirations 

from lower strata community. This is to obtain data of the community’s prioritized needs.  

The step begins with forums conducted in the village to formulate the following programs, 

i.e., Medium-Term Development Plan (RPJMDes), Development Work Plan (RKPDes), and 

Village Budget (APBDes). The programs are legally protected by regulations by the village 

government. Thus, it is considered that the planning process has involved the community 

participation. 

Moreover, Adisasmita (2006: 28) mentions that the participative planning process must be 

carried out through problem analysis, analysis of potential, and analysis of group interests 

within the community. The analysis requires measurable criteria in order to result in 

development programs that comply with the community’s prioritized needs. By that, the 

planning process is conducted bottom-up by involving participative and spatial approach. 

4.2.2 Village Fund Budgeting 

The budgeting process of Village Fund is employed when the forum has reached an 

agreement of Village Fund Planning; by that, the forum can progress to formulate Fund 

Utilization Plan (RPD) for one year. The interview result with the village leaders indicates 

that funds allocated for community empowerment and government capacity enhancement do 

not conform to the operational budget of the government and Village Consultative Bodies. 

The gap is identified in the firstly conducted village-level forum.  

As observed from budget distribution, the budget of community empowerment and 

government capacity enhancement is much bigger compared to the operational budget for the 

government and Village Consultative Body. This is due to the prioritization of community 

empowerment and government capacity enhancement based on the forum’s considerations. 

Eko et al. (2016: 18) state that: Firstly, the use of village funds for village development and 

community empowerment is an integral part of national development equity; in order that the 

Village Fund fulfills the needs of the community and contributes to reducing poverty and 

inequality. Secondly, the prioritization of Village Fund is in accordance with national 

priorities as in NAWACITA, i.e., infrastructure, food, energy, and village enhancement as a 

form of outside-in development. Thirdly, the government’s effort of empowering village is 

aimed for the village stakeholders to not only contribute to government administration but to 

also participate in providing tangible benefits to the community through development and 

empowerment.  

4.2.3 Village Fund Disbursement 

Technically, disbursement and distribution process of Village Fund and Village Fund 

Allocation is principally similar. This process starts from the village level, in which the 
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village government (represented by the village treasurer) must complete all the files required 

for village funds application. When the application file is complete, it is then submitted to the 

District Office for preliminary verification. Moreover, the submitted file progresses to the 

Office of Village Empowerment and Governance, under the supervision of the Head of 

District. Furthermore, the file (including its attachments) is forwarded by the Office to the 

head of the Office of Income, Financial, and Asset Management (DPPKA). If all 

requirements have been met, then the Office will disburse the Village Fund and Village Fund 

Allocation to each village’s bank account. 

The process is obtained from an interview with Ms. Anisa Hubulo, SE. (The treasurer of 

Southern Talulobotu village), the interview quote is as follows: 

“In the application of Village Fund or Village Fund Allocation, we (the stakeholders) has 

prepared required files and submitted to the District to be verified. Then the file is 

forwarded to the Office of Village Empowerment and Governance for advanced 

verification, moreover, the file is progressed to the Regional Office of Income. When the 

requirements have been completed and fulfilled, we only wait for the payment order and 

transfer to our bank account.”  

4.2.4 Village Fund and Village Fund Allocation Utilization 

As stipulated in Act 6 of 2014 concerning Village, the village is allowed to govern 

administrative affairs, development, community empowerment, and community fostering. 

This is to say that all income sources, including Village Fund from State Budget, are utilized 

in financing the village administration. However, as the Government Regulation No. 60/2014 

stipulates that Village Fund is from State Budget, therefore, to utilize the fund optimally, the 

Government is given authority to prioritize the fund to support development and community 

empowerment, but still relevant to the responsibility under the village government. 

Specifically, the use of village fund allocation (ADD) is for two purposes, i.e., for the 

implementation of village governance and community empowerment. The former is 

implemented in Stakeholder Allowance (TAPDes), government operational budget, and 

operation of the Village Consultative Body. On the other hand, the latter is allocated in public 

infrastructure building/maintenance, capacity enhancement of the village’s civil institution, 

economy enhancement, and aids in Village Consultative Body and Village Head election. 

Based on the previous description, the Government of Bone Bolango regency implements 

community empowerment programs funded by Village Funds and Village Funds Allocation, 

as follows: 

1. Cattle-breeding business 

The government provides livestock aid, in which every low-economic household receives 

two cows, to be rotated to another household in the second year. Aside from that, the 

community receives free-range chicken. 

2. Karang Taruna (Youth Organization)  

The aid takes the form of the capital aid of vehicle workshop equipment and others. 

3. Agricultural Business 
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Type of agricultural assistance is the procurement of corn seeds and superior rice seed 

varieties, and fertilizer assistance.  

4. Fishery Business  

The assistance provided in this scope is the procurement of fishing boats and equipment. 

In freshwater fishery, the assistance provided is the procurement of tilapia fish, catfish, 

and prawn seeds. 

5. Industrial Business  

The assistance provided is the aid of capital and equipment. 

6. Women-oriented Business 

The assistance provided is the procurement of ginger seeds, chili seeds, and stock of goods 

for stalls and kiosks, and others. 

Aside from the previous assistance, the government also provides coaching and mentoring 

programs related to the assistance. For instance, besides assistance of livestock, the 

household is given training in giving nutritious food to the animal. 

However, there are several matters of concern in the use of the funds. There are financing 

activities prohibited from utilizing the Village Fund, such as village officials' allowances, 

official travel, village office construction, renovation, and procurement of furniture. 

Moreover, empowerment programs such as PKK program, mosque clerics’ allowances and 

mosque keeper allowances is prohibited from using the Village Fund. Consequently, activities 

not funded by Village Fund is included in the prioritization of Village Fund Allocation. 

As an effort to optimize village funds, capital assistance was provided by the Empowerment 

Office and the village governmentto business actors in accordance with the strategic 

objectives formulated. Furthermore, community economic development is implemented 

through PROKADES (Village’s main commodity) through the development of OVOP (One 

Village One Product).  

The results of the program can be seen from the superior commodities by each village. For 

example, Mongiilo village is famous for palm sugar, Pinogu Village has Pinogu coffee, 

Panggula Village with curuti cake (egg roll cake), and Tupa Village, which is famous for its 

honey products. 

4.2.5 Village Fund Monitoring and Evaluation 

In local scale, the Village Law affirms the right of the Village Consultative Body (BPD) to 

supervise and request information about the administration of the village government, 

including financial record. Furthermore, monitoring the flow of village funds carried out by 

the BPD discusses the strategic use of village funds in addressing problems. 

This is in accordance with an explanation of Mr. Mahdi Yusuf (Head of Village Consultative 

Body of Southern Talulobutu village). He claims that BPD does not only conduct supervision 

but also encourages the village governmentto take responsibility for the management and 

disbursement of village funds. The interview quote is as follows: 

 “As BPD, we must be involved in the monitoring system as our responsibility. It is due to 
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our participation in signing the budget proposal.” 

Community involvement is highly expected to participate in the supervision of the use of 

village funds in development in accordance with village regulations. The community also has 

the rights to obtain information on the implementation of activities financed from the village 

funds. 

Further, to avoid undesirable things such as misuse of village budget, the finance is managed 

by the village stakeholders, i.e., Village Head, Village Secretary, Head of Village Affairs, and 

Treasurer, each of whom has different authorities, duties, and responsibilities. This is done to 

ensure that the financial control of the Village is not handled by a single person, but by a team 

with a governance system in order to detect any misuses. 

4.2.6 Accountability 

The village government, in this case, Village Head and stakeholders, is required to submit an 

accountability report at the end of the year. Accountability report is submitted and reported in 

the village forum, in which the forum also conducts development planning for next year. 

This is in line with an interview with Ms. Indrawaty Lasia (Head of Lomaya village) as 

follows: 

 "The accountability process is carried out during each activity through documentation 

and report document. Furthermore, the report is submitted to the Village Community 

Empowerment Agency, the BPD, and Regent". (Interview, August 18, 2017) 

The previous statement signifies that the administration of financial accountability of the 

Village Fund Allocation program in Bone Bolango regency has implemented accountability 

principles. 

The following Figure 1 is a management model of Village Fund and Village Fund Allocation 

in increasing productive economic activities developed by this study:  
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Figure 1. Model of Village Fund Management and Village Fund Allocation 

5. Conclusion 

The research findings illustrate that:  

Firstly, the management pattern of the Village Fund and Village Fund Allocation is 

implemented optimally by most of the stakeholders in Bone Bolango regency. This complies 

with regulations such as Act 6 of 2014 Concerning Village, the Government Regulation No. 

60/2014, the Regent Regulation No. 5 of 2017 concerning Village Fund Distribution, the 

Regent Regulation No. 6 of 2017 concerning Village Fund Allocation, and the Regent 

Regulation No. 7 concerning Technical Guidelines of Management. 

Secondly, the management model proposed by this study is proven to be effective during the 

experiment, particularly in increasing productive economic activities. This is down to strong 

commitment by stakeholders, i.e., the Regional Government, academicians from university, 

and from the private sector. 
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