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Abstract 

As a principle, governance is a system of rules, processes and behaviors that influence 
how power is exercised at different levels of government, especially regarding 
openness, participation, accountability, effectiveness and coherence. Good 
governance contributes to various development goals due to internal changes in the 
way power is managed from conventional control and command by the state to new 
ways that are more networked and balanced with various stakeholders. Based on this 
statement, every organization needs to implement good governance, which is 
possible at the village government level. The importance of implementing village 
governance that leads to a sound village governance system will also lead to efforts 
to improve and enhance the government management process so that performance 
will be better. Building good governance and transforming it into good village 
governance is essential to encourage realizing it. This view leads to the argument that 
certain villages, which still need to form good village governance, will experience 
disorientation in implementing government if the maturity of human resources and 
institutional institutions needs to be prepared. Corruption and abuse of authority are 
significant issues in village governance. Therefore, the village government must be 
able to apply the principle of accountability in village financial management, where 
all village government activities must be accountable to the village community. 
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INTRODUCTION 
The enactment of Law Number 6 of 2014 concerning Villages is expected better to accommodate 

the interests and needs of village communities. By providing more significant opportunities for villages 
to manage their governance and ensuring equitable development implementation, it is hoped that rural 
areas' welfare and quality of life will improve, thereby minimizing regional disparities, poverty, and 
other socio-cultural problems (Saputra et al., 2019). The significant allocation of funds through village 
funds has raised negative assumptions among many practitioners, academics, and politicians. This 
viewpoint leads to the argument that certain villages still need to establish good village governance and 
may experience disorientation if the maturity of human resources and institutional capacity is not 
prepared. Corruption and abuse of authority have become significant issues in village governance 
(Atmadja et al., 2021). Therefore, village governments must apply the principle of accountability in 
managing village finances, ensuring that all village governance activities can be accounted for by the 
community in accordance with regulations, thus achieving good village governance (Good Village 
Governance) (Saputra et al., 2022). It indicates that good village governance must encompass the 
principles of transparency, accountability, and participation stipulated in the Village Law. 

In order to realize good village governance, which signifies that the management of village funds 
adheres to the principles of transparency, accountability, and participation, it is recommended that all 
villages implement governance based on good village governance. Good village governance can create 
quality government financial reports and emphasize the process of managing village finances, as well as 
the involvement of stakeholders in social, economic, and political fields, along with the empowerment 
of available resources, both human and financial, according to their specific needs (Sujana & Saputra, 
2020). Therefore, establishing good village financial management is expected to enhance transparency 
and accountability in using village funds. Ensuring that all activities and programs conducted by the 
village government can be accountable to the community is crucial. Consequently, trust will be built 
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between the village government and the community, encouraging active community participation in 
decision-making and oversight processes. Additionally, effective and efficient financial management will 
contribute to the overall improvement of the village community's welfare. 

It is crucial to address essential issues in this activity to ensure it benefits the community and 
positively impacts the increase in community knowledge and improving living standards for 
economically disadvantaged groups. In community service, the potential problems present in the 
community are: 

1. The local community needs to be aware of the integrated village management patterns, which 
highlights the need for education and awareness initiatives. 

2. Village officials need in-depth knowledge of managing village funds and their allocations. 
3. The management of BUMDes (Village-Owned Enterprises) still needs to be enhanced to be more 

professional. 
Good Village Governance. As a principle, governance is a system of rules, processes, and 

behaviors that influence how power is exercised at various levels of government, particularly 
concerning openness, participation, accountability, effectiveness, and coherence (Jayawarsa et al., 
2022). Good governance contributes to various development goals due to internal changes in managing 
power, shifting from the state's conventional control and command approach to a more network-
oriented and balanced power dynamic with various stakeholders. Building on this understanding, it 
becomes clear that every organization, including village governments, can harness the transformative 
power of good governance. By organizing village governance to achieve good village governance, we can 
catalyze efforts to improve and enhance management processes, leading to better performance. This 
transformation from good governance to good village governance is not just a theoretical concept but a 
practical and achievable goal that can be realized with the right strategies and commitment (Sara et al., 
2023). 

Government Internal Control System. Mulyadi (2014) states, "The internal control system 
includes the organizational structure, methods, and measures coordinated to safeguard the 
organization's assets, verify the accuracy and reliability of accounting data, promote efficiency, and 
encourage management policies." In Government Regulation Number 60 of 2008 concerning the 
Government Internal Control System (SPIP), it is explained that the elements of the Government Internal 
Control System (SPIP) include: 

a. Control Environment 
b. Risk Assessment 
c. Control Activities 
d. Information and Communication 
e. Monitoring 

Community Welfare. In the context of economic development, the improvement of community 
welfare is a crucial component. Economic development is deemed successful when it leads to an 
enhancement in community welfare. Failing to consider enhancing community welfare in the pursuit of 
economic success can result in disparities and inequalities in community life. Community welfare is a 
condition that mirrors the living standards of the community (Saputra et al., 2021). Community welfare 
indicates the outcomes of community development in achieving a better quality of life, which includes: 
first, the improvement of capabilities and equitable distribution of basic needs such as food, housing, 
health, and protection; second, an increase in living standards, income levels, better education, and 
greater attention to culture and humanitarian values; and third, the expansion of economic scale and 
the availability of social choices for individuals and nations. Community welfare is a condition where 
basic needs are met, reflected in decent housing, sufficient clothing and food, affordable and quality 
education and healthcare, or a situation where each individual can maximize their utility within a 
specific budget constraint, as well as a condition where both physical and spiritual needs are fulfilled 
(Atmadja et al., 2019). 
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METHODS 

The implementation method in this community service consists of steps to achieve solutions, 
which include: 

1. Steps in implementing solutions to partner problems: 
a) The extension sector will explain good village governance and finance according to the concept 

of good village governance. 
b) Distribution of BUMDes results and marketing. Field implementers hold discussions with 

related parties, namely the Village Head, local government and local LPD, to conduct focus 
group discussions. The aim is to reach an agreement to form a forum that functions as a 
communication forum between academics and village economic actors. 

c) The communication and information sectors will commit to sharing important information 
about village management, both in the financial sector and village government. 

2. Steps taken by the general public are to jointly supervise and support the village government both 
officially and customarily for the sake of running a safe, comfortable, economically prosperous, 
and independent in terms of village income to move towards a prosperous and prosperous village. 

3. Approaches Used in Community Service: 
a) Personal Approach: This aspect involves implementers engaging personally with the 

community to identify issues that require solutions and clarity. Conflicts within the community 
often arise from a need for more trust in their government or existing institutions. This 
personal approach is essential for pinpointing the community's problems to ensure targeted 
service. 

b) Education and Knowledge: This aspect represents one of the community's most challenging 
issues. Knowledge regarding governance and financial management in the village needs to 
demonstrate this. 

4. Work Procedures for Community Service: Various problem-solving techniques can be used in the 

following ways to address current issues: 
a) Providing knowledge exposure related to understanding good village governance 
b) Providing a legal basis for village fund management 
c) Providing socialization of regional taxes on community welfare and development 
d) Providing community understanding related to village financial management sourced 

from village funds 
e) Providing exposure to fraud/fraud as a form of concern for implementers for 

corruption education in villages by the government's call. 
f) Explaining using a discussion method related to the relationship between LPD as a 

traditional institution and its community and financial management. 
5. Evaluation of Community Service Activities: 

a) Evaluating the readiness of the involved parties and assessing the model through 
meetings or discussions. 

b) Evaluating the performance of implementers based on community understanding and 
improving community trust in village governance and indigenous institutions, 
specifically LPD. 

 
RESULT AND DISCUSSION 

 The enactment of Law Number 6 of 2014 concerning Villages is expected to better accommodate 
the interests and needs of rural communities. Providing more significant opportunities for villages to 
manage their governance, along with equitable development implementation, is anticipated to improve 
rural residents' welfare and quality of life, thereby minimizing regional disparities, poverty, and other 
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socio-cultural problems (Predana et al., 2020). The substantial funding provided through village funds 
has raised negative assumptions among many practitioners, academics, and politicians. However, it is 
within our collective responsibility to address these challenges. This perspective suggests that certain 
villages still need to establish good governance and may face disorientation in governance 
implementation if human resources and institutional maturity are adequately prepared. Corruption and 
abuse of authority have become significant issues in village governance. Therefore, village governments 
must apply the principles of accountability in managing village finances, ensuring that all governance 
activities are accountable to the community by regulations, thus achieving good village governance 
(Good Village Governance). It indicates that good village governance must embody principles of 
transparency, accountability, and participation, as outlined in the Village Law (Atmadja et al., 2024). 
 In order to achieve good village governance, which signifies that the management of village funds 
adheres to the principles of transparency, accountability, and participation, it is recommended that all 
villages implement governance based on good village governance (Blaisi, 2019; Hasan, 2020; Saputra & 
Sanjaya, 2019). Good village governance can create quality government financial reports and 
emphasizes the process of managing village finances, as well as the involvement of stakeholders in 
social, economic, and political fields, along with utilizing existing resources, whether human or financial, 
according to their respective needs (Saputra, Jayawarsa, et al., 2019). Thus, the management of village 
finances is intended to ensure that financial governance held by the village government is conducted 
transparently, from the planning process to accountability, thereby creating accountability in its 
management. Effective and efficient financial management is one manifestation of good governance 
(Atmadja & Saputra, 2018). 

Village financial management should not become a breeding ground for "small-time corruptors" 
in the village. Therefore, to protect village financial management from fraudulent actions, a sound 
internal control system is necessary to prevent any misconduct. Fadilah (2011) states that the internal 
control system directly impacts good governance, which in turn affects the quality of reporting within 
organizations. Suveinakama (2011) emphasizes the importance of implementing local village 
governance, synonymous with good village governance, at the minor organizational level, such as in 
villages, to achieve balance and fairness in distributing funds collected from the community or subsidies 
from the central government. Meanwhile, Serupeperli et al. (2016) assert that implementing village 
governance requires the seriousness of all parties and should provide ample space for the internal 
control system to reach all levels within the organization. Salim et al. (2017) also indicate that applying 
village governance based on good village governance will result in quality reports characterized by 
accountability and transparency. 

As a principle, governance is a system of rules, processes, and behaviors that influence how power 
is exercised at different levels of government, particularly concerning openness, participation, 
accountability, effectiveness, and coherence. Good governance contributes to various developmental 
goals due to internal changes in the management of power, shifting from a conventional control and 
command approach by the state to a new, more networked approach with balanced power among 
various stakeholders (Firmansyah et al., 2022). 

Based on this statement, every organization needs to implement good governance, including at 
the village government level. The importance of organizing village governance that leads to good village 
governance will also direct efforts to improve and enhance the management process, resulting in better 
performance. It is essential to build good governance transformed into good village governance to 
encourage the realization of good village governance (Sara et al., 2019). 

 
The government links the Village Credit Institution (LPD) to accelerate the development of the 

village competition activities. These competitions are not only intended to organize traditional villages 
as representations of the Tri Hita Karana ideology but are also connected to the economic empowerment 
of these villages. In this context, each traditional village participating in the competition receives a 
financial injection of IDR 2,000,000 to establish an LPD. This funding represents a form of generosity or 
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philanthropic activity by the state towards its citizens. With this financial support, the establishment of 
LPD in traditional villages in Bali has gradually increased. Importantly, this policy has encouraged 
competition in establishing LPDs, as traditional villages that do not receive funding are also motivated 
to establish their LPDs. Referring to Wingarta (2009), this is driven by the culture of "Jenga," an internal 
or intrinsic pressure that motivates individuals to take action, often out of shame if another traditional 
village has an LPD while theirs does not. This reality illustrates that establishing an LPD stems from the 
needs of traditional villages and policies from higher government levels labeled as empowerment. 
Encouragement from higher government levels is essential, considering that development policies 
during the New Order era were generally characterized by a top-down approach (Jayawarsa et al., 
2021). 

In its journey, the LPD has proven to achieve its goals spectacularly. It is evident from various 
studies on LPDs and traditional villages indicate that LPDs play a crucial role in enhancing the economy 
and welfare of community members. With the existence of LPDs, community members can quickly 
obtain funds for both consumptive and productive activities. Moreover, LPDs contribute significantly to 
traditional villages through ritual funding, development funds, scholarships for underprivileged 
community members, and other philanthropic activities (Firmansyah et al., 2022; Kuypers et al., 2016; 
Mukri & Baisa, 2020). 

 
CONCLUSION 

Based on the Regulation of the Minister of Village, Development of Disadvantaged Regions, and 
Transmigration of the Republic of Indonesia Number 21 of 2015 concerning the Establishment of 
Priority Use of Village Funds in 2016, Village Funds are sourced from the State Budget allocated for 
villages, transferred through the Regional Budget of the district/city, and used to finance the 
administration of government, implementation of development, community development, and 
community empowerment. The government plans to disburse village funds from the central 
government to the provincial and district/city levels, totaling IDR 20.76 trillion. 

With the large disbursement of village funds to each village, it is essential to have the competence 
and strict supervision from each village government in managing these funds. It is necessary to avoid 
the fraud the government and the community have long feared. Fraud usually occurs when the existing 
control systems are fragile and there is a lack of oversight in financial management. Problems identified 
include leftover funds, the facilitator's recruitment system, and accountability or financial reporting of 
village funds. The Corruption Eradication Commission (KPK) has found several issues in the 
management of village funds, including weak regulatory aspects and overlapping authorities between 
the Ministry of Development of Disadvantaged Regions and the Ministry of Home Affairs. 

Furthermore, based on the Anti-corruption Commission's study last year, the formula for 
distributing village funds in Government Regulation 22 of 2015 must be more transparent. Meanwhile, 
regarding the implementation, there needs to be a standardization for village officials to refer to when 
designing the Village Revenue and Expenditure Budget. Accountability reports are also considered 
prone to forgery. There are allegations of project manipulation by mafias infiltrating villages under the 
guise of representing village residents. It may occur due to the ineffectiveness of the Regional 
Inspectorate's work. The KPK and other related institutions, such as the Ministry of Home Affairs, the 
Ministry of Development of Disadvantaged Regions, and the Financial and Development Supervisory 
Agency, are formulating an action plan to address these issues. The expected outcome is a solution and 
action plan by the authority of each agency. Additionally, the local government, specifically the Regional 
Inspectorate and relevant agencies concerning village funds, need to conduct proactive fraud audits to 
ensure that every step and program undertaken by the village government can be implemented 
effectively without indications of fraud. 
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