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Abstract. The management of village funds is part of a country's public sector
accounting system, particularly for village development, supporting the
economy, new public management implementation, and good governance
reform in emerging countries. This article is empirical research in the form of a
qualitative study of village fund management in the Republic of Indonesia based
on the prevailing laws and regulations. The research method was descriptive
qualitative with a phenomenological approach focused on villages in
Kumelembuai District, South Minahasa Regency, North Sulawesi Province.
This research's findings include that village fund management has been well
managed under applicable laws and regulations. Suggestions in this study are in
the form of things that need to be done by local and central governments in
Indonesia to create sustainable success from the management of this village
fund. The implications, as well as the limitations of the study, are discussed in
this article.

Keywords: Village Fund; New Public Management; Public Sector Accounting
System; Good Governance; North Sulawesi; Indonesia

1 Introduction

The New Public Management (NPM) movement emerged in the late 1970s and early
1980s [1]. This concept refers to the framework of the paradigm of public sector
modernization, especially strengthening the relationship between government and civil society
[2] which plays a role in how well government works [3]. The emergence of NPM was mainly
due to the community's public bureaucracy problems, such as rampant red tape, unpleasant
official, poor service, and corrupt practices [4]. Dramatic changes around the world in both
developed, emerging and developing countries [5]. The need for a public sector order that is
clean, transparent and accountable [6] encourages the application of the NPM concept
worldwide. The successful implementation of NPM in many countries, such as OECD
countries [7] has made this NPM popular, especially in the financial and public sector
accounting [8].

The implementation of NPM in the public financial sector is one of the main goals of
public sector governance [9]. The effectiveness of the public sector entity is aimed at actually
achieving its mission, which in public sector accounting includes the process of recording,
analyzing, classifying, summarizing, communicating, and interpreting financial information
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about Government, recording all transactions of public funds and property [10]. NPM
implemented in a quality manner in public sector governance is the key to public sector
accounting reform, especially improving accountability, transparency of decision making,
interest representation, conflict resolution mechanisms, the rule of law, citizens' participation,
and civil liberties [11].

In Indonesia, the public sector accounting system is part of the public sector movement
[12] in the 1980s [13], and the adoption of this system was motivated by NPM philosophy
[14]. The initiation of public sector reform has been even stronger since the Asian currency
crisis in 1998. Regulations regarding the change to NPM began when the government issued
[15]: Law no. 17/2003 on State Finance, Law no. 1/2004 concerning the State Treasury no.
15/2004 concerning Audit of State Financial Management and Accountability. The full
accrual accounting system in government began in 2005 and 2010 by the Government
Regulation of Governmental Accounting Standard (GAS), namely GAS No. 24/2005 [16], and
GAS No. 71/2010 [17], where the public sector accounting system previously referred to the
Dutch Government framework when they colonized Indonesia before Independence 1945
[14].

One part of the implementation of the public sector accounting system in Indonesia is the
village fund program. Village fund known as Village Fund Allocation or Village Fund
Allocation (ADD) is one of the Indonesian Government's leading programs to accelerate
poverty alleviation in the country [18]. This program is a mandate of Law No. 6/2016 on
Village, where the village has the authority to manage village resources independently for
village development. This program has been implemented since 2015, despite leaving many
problems and challenges, this program has succeeded in encouraging a lot of progress in the
village, such as the construction of infrastructures such as roads, bridges, schools, buildings,
and health facilities [19].

Several studies on village fund management have been carried out by researchers such as
the Imawan & Purwanto research [20] using the impact assessment concepts with quantitative
methods. Researchers found that there has been an increase in village facilities, infrastructures,
and community empowerment programs. However, there are problems found in the form of
the not optimal equalization and utilization of Indonesia's village funds. Nurhakim &
Yudianto's research [21] using a qualitative method found that the implementation of village
fund management starting from planning, implementation, administration, reporting, and
accountability in villages on the island of Java, namely in Bandung Regency is appropriate
with the regulation of village fund management. However, there are also inappropriate, such
as administration that is not under regulations, and reporting that is not on time.

Research on village funds which is still emerging requires a deeper and broader study at
various places in Indonesia to understand its implications and progress. One of the still rarely
done things is the management of village funds in the East Indonesian Region, which is still
behind compared to the West Indonesian Region (22). For this reason, it is necessary to
conduct village fund management research in villages in this region in village management
funds that are following applicable laws and regulations in the context of implementing public
sector accounting reform and the adoption of the NPM paradigm in Indonesia.

This article is an empirical study of village funds in the public sector accounting in
Indonesia. The research focuses on village fund management, while the research locus is in
villages in the East Indonesian Region. This article is divided into several sections, such as an
introduction, literature review, methods, results, discussion, and conclusions. Some of the
implications and limitations are also discussed in this article.



2 Literature Review
2.1 New Public Management

The adoption of NPM in many OECD countries occurred during the 1980s. This change in
public management is called accounting, accepting the doctrine of public accountability and
public administration [23]. NPM is a public management theory which assumes that private
sector management practices are better than public sector management practices. Therefore, to
improve the public sector's performance, it is necessary to adopt several management practices
and techniques applied in the private sector, for example, those related to market mechanisms,
Compulsory Competitive Tendering, and privatization of public companies [24].

The application of NPM is seen as a form of management reform, depoliticization of
power or decentralization of authority that promotes democracy. The changes started from
rethinking government and continued with reinventing government (including reinventing
local government) which changed the role of government, especially in terms of government-
to-community relations. Theoretical changes, for example, from public administration to
public management, the reduction of government bureaucracy and the contract system's use
throughout the world, although the details of the reforms vary. Trends in almost every country
are towards the use of performance-based budgets, outcome-based management, and accrual
accounting. NPM is a global phenomenon; however, its application may vary depending on
localized contingencies [25].

According to Hood [23], although some NPM writers emphasize different aspects of the
NPM doctrine, there are seven aspects summarized. The seven aspects are as follows [25]: (1)
Professional management in the public sector. (2) The existence of performance standards and
performance measures. (3) Greater emphasis on outputs and outcomes. (4) The breakdown of
work units in the public sector. (5) Creating competition in the public sector. (6) Adoption of
business sector management to the public sector. (7) Emphasis on discipline and greater
savings in the use of resources.

2.2 Public Sector Accounting

According to Mardiasmo [26]. Public sector accounting has various meanings. This is a
consequence of the vastness of the public sphere so that each scientific discipline (economics,
politics, law, and society) has different perspectives and definitions. From the perspective of
economics, the public sector can be understood as an entity whose activities are related to the
effort to produce public goods and services to fulfil the public's needs and rights. Produce
public goods and services. In this case, public sector accounting is different from private
sector accounting, but the function of the public sector can actually be carried out by the
private sector, for example, the task of producing several types of services, such as
communication services, tax collection, education, public transportation, and so on [26].

The American Accounting Association [27] states that the role of accounting in public
sector organizations is to: (1) Provide the information needed to manage appropriately,
efficiently, and economically for an operation and the allocation of resources entrusted to the
organization; (2) Providing information that enables managers to report on the implementation
of the responsibility for managing appropriately and effectively the program and the use of
data sources under their authority; and allows government employees to report to the public
the results of government operations and the use of public funds. Public sector accounting is
related to three main things, namely Information Provision, Management Control and



Accountability. Information for the public. For the government, accounting information is
used in the management control process, starting from strategic planning, programming,
budgeting, performance evaluation, and performance reporting.

2.3 Regional Sector Financial Management

Regional financial management is often interpreted as mobilizing financial resources
owned by a region. This viewpoint is oversimplifying and tends to result in reactive and
unilateral policy recommendations. For adherents of this view, regional autonomy will be
difficult to materialize because the available financing sources for the autonomous regions are
very "thin in terms of quality." In contrast, from a quantity point of view, these sources of
financing are minimal. Meanwhile, according to Halim [28], Regional Finance can be defined
as: "All rights and obligations that can be valued in money, as well as all units, both in the
form of money and goods, which can be used as regional assets as long as they are not owned
or controlled by a more powerful state or region, and other parties under the provisions of the
applicable laws and regulations.

In a broader concept, the Regional Financial Management System consists of the following
aspects [29]: (1) Management (optimization and/or balancing) of all sources capable of
providing revenue, income, and/or possible savings. (2) Determined by the Executive Board
and Legislative Body, implemented by the Executive Board, and supervised by the Legislative
Body and all regional society components. (3) Directed for the welfare of the entire
community. Based on the principles of economics, efficiency, and effectiveness. (4)
Documentation, transparency, and accountability.

2.4 Village Fund

According to Law no. 6 of 2014, Village is a village and customary village or what is
referred to by other names; according to Law no. 6 of 2014, Village is a village and customary
village or what is referred to by other names, hereinafter referred to as Desa, is a legal
community unit that has territorial boundaries that are authorized to regulate and administer
government affairs, the interests of the local community based on community initiative, rights
of origin, and/or traditional rights recognized and respected in the government system of the
Republic of Indonesia. The village has the right to regulate its wider territory. In order to
regulate and manage the interests of its community, the village has the authority, namely [18]:
(1) Carry out existing government affairs based on the rights of village proposals; (2) Carrying
out government affairs which fall under the authority of regencies/cities which are delegated
to the village administrators, namely government affairs which can directly improve
community services. (3) Assistance tasks from the government, provincial government, and
district/city government. (4) Government affairs others were handed over to the village.

According to the Regulation of the Minister of Finance Number 49 of 2016 concerning the
management, distribution, use, monitoring, and evaluation of Village Funds, Village Funds are
funds sourced from the State Revenue and Expenditure Budget for villages that are transferred
through the district/city Regional Revenue and Expenditure Budget. and used to finance
governance, development implementation, community development, and community
empowerment.

The management of Village Funds in Presidential Regulation No. 60 concerning Village
Funds article 2 states that Village Funds are managed in an orderly manner, obeying the
provisions of laws and regulations, are efficient, economical, transparent, and responsible by



taking into account the sense of justice and appropriateness and prioritizing the interests of the
local community. As for the Regulation of the Minister of Finance Number 49 concerning
Procedures for Allocation, Distribution, Use, Monitoring and Evaluation of Village Funds
article 22 paragraph 2, it is stated that the implementation of activities financed by the Village
Fund is prioritized to be self-managed by using local resources or raw materials, and is
pursued with more absorption. Workers from the local village community, referred to as Desa,
is a legal community unit that has territorial boundaries that are authorized to regulate and
administer government affairs, the interests of the local community based on community
initiative, rights of origin, and/or traditional rights recognized and respected in the government
system of the Republic of Indonesia.

The village has the right to regulate its wider territory. In order to regulate and manage the
interests of its community, the village has the authority, namely [18]: (1) Carry out existing
government affairs based on the rights of village proposals; (2) Carrying out government
affairs which fall under the authority of regencies/cities which are delegated to the village
administrators, namely government affairs which can directly improve community services.
(3) Assistance tasks from the government, provincial government, and district/city
government. (4) Government affairs others were handed over to the village.

According to the Regulation of the Minister of Finance Number 49 of 2016 concerning the
management, distribution, use, monitoring, and evaluation of Village Funds, Village Funds are
funds sourced from the State Revenue and Expenditure Budget for villages that are transferred
through the district/city Regional Revenue and Expenditure Budget and used to finance
governance, development implementation, community development, and community
empowerment.

The management of Village Funds in Presidential Regulation No. 60 concerning Village
Funds article 2 states that Village Funds are managed in an orderly manner, obeying the
provisions of laws and regulations, are efficient, economical, transparent, and responsible by
taking into account the sense of justice and appropriateness and prioritizing the interests of the
local community. As for the Regulation of the Minister of Finance Number 49 concerning
Procedures for Allocation, Distribution, Use, Monitoring and Evaluation of Village Funds
article 22 paragraph 2, it is stated that the implementation of activities financed by the Village
Fund is prioritized to be self-managed by using local resources/raw materials, and is pursued
with more absorption, workers from the local village community.

3 Methodology

This study uses a qualitative descriptive method with a phenomenological approach [30].
Phenomenology seeks to uncover and study and understand a phenomenon and its unique and
unique context experienced by individuals up to the individual concerned's "belief." The
phenomenology in this study focuses on public sector accounting on local government
financial management, especially the meaning of village funds managed by the local
government where the research is conducted [31].

The research location is in Kumelembuai District, South Minahasa District, North
Sulawesi Province. The research data is primary data that takes a real picture of the
phenomenon of village fund management in Indonesia with the cases of villages in
Kumelembuai District, South Minahasa Regency. The number of villages studied was 8
villages, research in interviews, and direct observations into the field. The research focuses on
village fund management under Law No. 6/2014 and Government Regulation 60/2014. Key



informants include the camat, the Hukum Tua (village head), village officials, BPD, LMD,
community leaders, village communities, a total of 10 informants, 8 from 8 villages, and 2
people from the sub-district office.

4 Results and Discussion

The Village Implementation Team carries out the implementation of activities whose
funding comes from the Village Fund. To support transparency and the delivery of
information clearly to the public, all facilities and infrastructure must be equipped with an
activity information board at the activity's location. The information board contains the name
of the activity, the volume of the activity, the budget from the Village Fund and non-
governmental organizations, and the activity's timing. In addition to the activity board at the
activity location, information about all Village Fund Facilities and Infrastructure programs
must be presented at the village office that can be accessed by the community.

The activity boards and activity information at the village office, which are easily
accessible by the community, are implementing the principles of accountability and
transparency of village development. The community can freely find out about the facilities
and infrastructure program and provide criticism and suggestions to the Village
Implementation Team for the perfection of Village Fund management. Following the WM
community leader's statement, the Village Government is obliged to provide information to
the wider community to provide criticism and suggestions for the perfection of program
implementation in Kumelembuai District.

This opinion was greeted positively by the village community in Kumelembuai District, as
evidenced by the results of interviews with JL and EW; after the reformation, the government
is now very transparent to the community, especially the construction of facilities and
infrastructure, among others; Asphalting roads, building embankments, public street lighting,
clean water storage buildings, paving blocks on the hamlet axis roads, and road safety fences,
the community is directly involved in the implementation of the construction. Non Facilities
and Infrastructure Development, including Bimtek for BUMDES management outside the
region, Management of Posyandu and Management of BUMDES, and PKK comparative
studies. For the 2019 Village Fund, both for the construction of facilities and infrastructure
and the construction of non-facilities and infrastructure cannot be used not according to
planning because the Village Fund budget was relocated for the Covid Pandemic 19.

According to the Village Secretary Kumelembuai Atas ST and Kumelembuai Dua NL and
the activity implementation team, even though the Village Fund budget for 2019 cannot be
used for physical and non-physical development activities, every month they make activity
reports according to the use of Village Funds for the Covid Pandemic 19 because without
activity report, the budget for the following stages is not realized. The interview results
indicated that in the implementation of the activity program funded by the Village Fund, the
village level managers always reported the progress of the implementation of the activities,
both the development of the infrastructure and non-infrastructure activities.

Accountability is the responsibility of the management/administration that is carried out. If
this is related to the implementation of activities with the active role of the village community
through the implementation of the Village Fund program in Kumelembuai District, the
principle of accountability has gradually begun to be applied even though it is not yet perfect,
but has shown a firm commitment to carrying out activities. Strengthening village finances is



carried out to strengthen the pillars of accountability and transparency. Village financial
management must be carried out efficiently and effectively, transparently and accountably.

This opinion is supported by the Old Law of the Village of Kumelembuai Dua; in order to
ensure the transparency of the management of the Village Fund, we invite the BPD, LPMD,
and community leaders once every 3 months to evaluate the implementation of the Village
Fund program that I have implemented. In this forum, we ask for input from the community,
including information that the community finds in the field as material for improving the
evaluation of the Village Fund program's implementation, guiding the community to actively
participate in providing input and corrections to the implementation of the Village Fund. In
this case, the village government must also respond to community corrections in the forum so
that the Village Fund's implementation is perfect.

Permendagri No.113, article 35 of 2014, states that village treasurers must be accountable
for village funds through accountability reporting. The village treasurer carries out village
fund reporting. According to MW, reporting village funds is by closing the book every month
to the sub-district head. The village treasurer carries out accountability for village funds by
recording all transactions that occur, then a report is made to the sub-district head, and after
that, data input is carried out through the SISKEUDA system. The village treasurer closes the
books for general cash books, bank books, and tax auxiliary books. After closing the book, the
village treasurer reports to the village head. This activity is one of the supervisory functions
carried out by the village head. Based on the results of interviews with VM, TL, LL, DM, JS,
RR, and HT, it shows that the village apparatus' understanding of the village treasury's
accountability system is quite good even though the treasurers in the villages in Kumelembuai
District are only high school graduates.

However, the village treasurer of Kumelembuai District already understands that the
village financial system includes all village revenue and expenditure transactions that must be
closed. Under Permendagri No. 113 of 2014, book closing must be carried out by the village
treasurer every month as a form of supervision by the village head. The village treasurer in
Kumelembuai District has closed the book. This is evidenced by the monthly transaction
reports to the village head every month. Thus, it can be concluded that in terms of reporting
village funds, the village treasurer has a good understanding of its duties and functions and is
under Regulation of Permendagri No. 113 of 2014. The village treasurer records revenue,
expenditure, and financing of village funds manually to the village head, then after that, it is
reported to the district leader or camat for inclusion in the regional financial system.

The Village Fund Implementation Report consists of the first semester report, submitted no
later than the end of July of the current year. Furthermore, the year-end semester report is
submitted no later than the end of January of the following year. The Village Fund
Implementation Realization Report is then submitted to the sub-district head and then
forwarded to the district head through the district chief or camat. Generally, the reporting in
the villages of Kumelembuai District is good and on time in submitting the Phase I Village
Fund Implementation Report, which is August.

Accountability is accountability to the public for every activity carried out by the
government, Mardiasmo (26) Accountability is an obligation to convey accountability,
performance, and one's actions to parties who have the right and authority to ask for
accountability, Bastian (32). Permendagri No.113 of 2014 states that accountability consists of
the Village Head submitting the Village Fund Accountability Report to the Regent / Mayor
through the camat.

The Village Fund Accountability Report is submitted no later than 1 month after the
current fiscal year. The Village Fund Accountability Report consists of activities for receiving



village funds, village fund expenditures, and financing financed by village funds as stated in
the APBDes. In the villages of Kumelembuai District, the Village Fund Accountability Report
is reported on time. Permendagri No.113 of 2014 states that accountability consists of the
Village Head submitting the Village Fund Accountability Report to the Regent / Mayor
through the camat. The Village Fund Accountability Report is contained in the APBDes,
consisting of activities for receiving village funds, spending village funds, and financing
financed by village funds.

The Village Fund Accountability Report is submitted no later than 1 month after the
current fiscal year. In the Kumelembuai District villages, they have reported the Village Fund
Accountability Report according to the predetermined time. This information shows that
applying the principle of accountability and responsibility in the villages of Kumelembuai
District has been good. The Accountability Report's submission to the public has also been
made using online media, boards, or billboards. Thus it can be concluded that the
accountability of village funds in Kumelembuai District, South Minahasa Regency, is under
Permendagri No. 113 of 2014.

5 Conclusions

Village Fund planning is the main material for preparing the Village Budget, which is
discussed at the village level and agreed upon between the village government, BPD, and the
community. APBDesa is a guideline for development activities, community activities, and
services to village communities for one year. To comply with the legal principles in the Law
of the Republic of Indonesia No.6 of 2014 concerning Villages and PP No. 60 of 2014, which
was amended to PP No. 22 of 2015 and PP No.8 of 2016 concerning Village Funds Sourced
from the State Budget, the APBDes plan that has been agreed by both parties must be
stipulated by a Village Regulation concerning the Village Revenue and Expenditure Budget.
Based on the existing regulations, deliberations on development planning, community, and
service to the village community will be carried out in one year, after being approved by the
BPD as the community and community representatives in Kumelembuai District, South
Minahasa Regency.

Village Fund Management in Kumelembuai District, South Minahasa Regency has been
implemented in an accountable and transparent manner under the Law of the Republic of
Indonesia No.6 of 2014 concerning Villages and PP No.60 2014 concerning Village Funds by
holding village development planning deliberations twice in 1 year. However, for 2019,
Village Funds' use is not according to planning because Village Funds were relocated for the
Covid 19 pandemic.

The results of interviews and field observations based on the 2019 APBDesa Report in
Kumelembuai District, the accountability and transparency of the implementation of Village
Fund management in Kumelembuai District are under Law No. 6 of 2014 concerning Villages
and PP No. 60 of 2014 as amended to PP No. 22 of 2015 and PP No. 8 of 2016 concerning
Village Funds sourced from the APBN. In terms of reporting administration, better handling is
needed due to the lack of regular administrative documentation. Accountability and
transparency require good records to make it easier to trace data.

Administratively, there needs to be improvements and improvements for the perfection of
applying the principles of accountability and transparency. Implementing the principles of
accountability and transparency will support public confidence in the implementation of the
development of village facilities and infrastructure and non-village facilities and



infrastructure. Although in planning, implementation, reporting, and accountability, the
Village Fund is accountable and transparent, it is expected that there must be someone who is
an expert in accounting to prepare financial reports.
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