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ABSTRACT : This study aims to determine how the guidance and development of BUMDes management in
improving the village economy in Paguyaman District, Boalemo Regency, which is focused on 5 aspects,
namely; professional, open and responsible, participatory, local resource priority, and sustainable. This research
method uses a descriptive approach with qualitative data analysis. Data collection techniques used are
observation, interviews, documentation. The results of the study show that (1) The professional principle in the
guidance and development of BUMDes management in Paguyaman District has not been implemented
optimally, (2) The principle of openness and responsibility in the guidance and development of BUMDes
management in Paguyaman District has been implemented quite well through the implementation of Village
Deliberations. (3) The principle of participation in the guidance and development of BUMDes management in
Paguyaman District is at a high and comprehensive level because the community is involved starting from
program planning, program implementation through cooperation, and evaluation as an external supervisor of
BUMDes management. (4) The principle of prioritizing local resources in the development and management of
BUMDes in Paguyaman District is still lacking due to the low utilization of local resources and business
development based on potential. (5) The principle of sustainability in the development and management of
BUMDes in Paguyaman District has been implemented in three key dimensions: financial sustainability,
environmental impact, and social impact, and has been running quite well. Overall, the development and
management of BUMDes in Paguyaman District has demonstrated strengths in terms of openness, high
community participation, and a commitment to sustainability. However, to enhance the role of BUMDes in the
village economy, significant weaknesses remain in the implementation of the principles of professionalism and
prioritizing local resources, resulting in low utilization of village potential. Therefore, the development and
management of BUMDes needs to be improved through consistent training and mentoring of managers, more
targeted manager recruitment, the use of information technology in business and financial management, and the
development of businesses based on village potential.
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l. INTRODUCTION

The rural economy in Indonesia is currently undergoing a significant transition, shifting from a
subsistence economic model to a more dynamic and integrated one (Dian Wijaya, 2025). This shift is driven by
various factors, particularly government policies focused on village funds and institutional strengthening
(Ananta et al., 2024). The Indonesian government has consistently strived to accelerate national development to
achieve balance between urban, rural, and regional development. As a commitment to rural development, the
government allocates village funds in the annual state budget (APBN). These funds are then transferred through
the district/city budget (APBD) as Village Fund Allocation (ADD) and managed at the village level through the
Village Budget (APBDes) to finance village development (Lola et al., 2025).

Economic growth in villages is undoubtedly one element that can support more equitable economic
development (Sulila, 2022). Through the regional autonomy system implemented since the reform era,
opportunities for each region to manage and regulate its own affairs in various sectors have become increasingly
open. One example is the authority of local governments in economic development. In this context, village
governments also play an integral role as a part of the national government structure, under the control of sub-
district and district governments.
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Since the issuance of Law Number 6 of 2014 concerning Villages, the legality of village autonomy has
been further strengthened. A village is defined as a legal community unit with territorial jurisdiction. It is
granted the right to regulate and manage local government and community interests, based on citizen initiatives,
ancestral rights, or traditional rights recognized and respected within the government system of the Unitary State
of the Republic of Indonesia (NKRI). The grouping of village authorities covers several main areas, namely: the
implementation of village governance, implementation of village development, village community development,
and village community empowerment. All of these authorities are based on community initiatives, ancestral
rights, and village customs. The existence of village governments currently plays an essential role in efforts to
improve community welfare. Given that the majority of Indonesia's population lives in rural areas, village
governments are seen as a vital pillar for national development (Kushartono, 2016). As the entity responsible for
rural area development, village governments are required to be competent in managing natural resources and
village potential. In addition, village governments must also be able to empower local communities and drive
economic growth at the village level.

To realize village-centered regional development, particularly in the economic sector, concrete plans
and actions aimed at improving the quality of life of the community are needed. One effective approach is
through entrepreneurial activities that optimally utilize the unique potential of villages. This village
entrepreneurship can be implemented through the establishment of Village-Owned Enterprises (BUMDes). It is
important to note that BUMDes can be established through collaboration between village communities and the
village government (Azhari et al., 2023), making them an ideal platform for stimulating local economic growth.

According to Minister of Home Affairs Regulation Number 39 of 2010, Village-Owned Enterprises
(BUMDes) are defined as village business entities established by the village government. The management and
ownership of BUMDes capital are the collective responsibility of the community and the village government.
Furthermore, Government Regulation Number 11 of 2021 serves as a legal basis that further strengthens the
establishment of BUMDes. This regulation states that BUMDes are legal entities that can be established by a
single village or a combination of villages. Their purpose is to manage various businesses, utilize village assets,
increase investment and productivity, provide services, and/or run other types of businesses, all of which aim to
improve the welfare of the village community.

The establishment of BUMDes includes initiatives aligned with local customs, programs dependent on
government support, and other activities that contribute to national economic development. Sayutri also
emphasized that the presence of BUMDes is crucial for mobilizing village potential (Kushartono, 2016).
Similarly, other research also explains that the establishment of BUMDes is a strategic step towards realizing an
independent rural economy, with the primary goal of increasing Village Original Income (PADes). Therefore, a
concrete and sustainable BUMDes management strategy is needed (Supardi & Budiwitjaksono, 2021)

Village-Owned Enterprises (BUMDes) are currently under significant pressure. They must contend
with a strong influx of capital intervention, both domestic and foreign, which is now aggressively targeting
villages as locations for business development (Adawiyah, 2018). This reality is exacerbated by the fact that
BUMDes generally operate with limited capital, far below the financial capabilities of private companies, which
often have access to much larger capital resources. This capital gap poses a significant challenge for BUMDes
to compete effectively (Supardi & Budiwitjaksono, 2021). BUMDes are required to be more creative and
strategic in utilizing their assets.

In anticipation of the above phenomenon, the government issued the latest regulation, namely
Regulation of the Minister of Villages, Development of Disadvantaged Regions, and Transmigration of the
Republic of Indonesia Number 3 of 2021 concerning Registration, Data Collection and Ranking, Guidance and
Development, and Procurement of Goods and/or Services of Village-Owned Enterprises/Joint Village-Owned
Enterprises, which explains that there are several efforts to foster and develop BUMDes management that can be
carried out in maintaining the existence of BUMDes in improving the village economy. The efforts stated in
Chapter IV Article 23 include institutional revitalization, improving management quality, strengthening
organizations, strengthening cooperation, improving the quality of accountability reports, and strengthening
benefits for the community. Several previous studies on the development and management of BUMDes, such as
the study by (Idah Wahidah, Devi Eryanti, 2025), focused more on the issue of development efforts in the
institutional revitalization aspect, carried out through two main approaches: first, strengthening the BUMDes
business unit itself, and second, restructuring its institutional governance system. The restructuring of the
BUMDes institutional aspects, specifically, involves improving the organizational structure, increasing the
effectiveness of the work procedures of the administrators, and adjusting institutional programs to be more
relevant.

Another study conducted by (Ama Zunaidah, Eka Askafi, 2020) examined the development of Village-
Owned Enterprises (BUMDes) with the primary problem being a lack of management and organizational
strengthening. BUMDes managers generally face limited human resource capacity, including a lack of
managerial, financial, and marketing expertise, as well as unclear organizational structures and division of tasks,
leading to overlapping roles or gaps in responsibilities. This is further compounded by weaknesses in the
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financial management system, a lack of transparency, and ineffective internal communication, all of which
hinder adaptive long-term planning and directly impact performance stagnation and the difficulty of achieving
BUMDes development goals.

Given the various challenges, the development and guidance of Village-Owned Enterprises (BUMDes)
must be carried out effectively and efficiently. This approach can be realized through several concrete steps, one
of which is improving the BUMDes governance system as a profit-oriented (Lukman & Erfina, 2021). The
importance of good and professional management in BUMDes management cannot be ignored to achieve
effectiveness. Essentially, all BUMDes development and guidance strategies have the primary goal of creating
village economic independence through optimal utilization of available local resources. The policy regarding the
establishment of Village-Owned Enterprises (BUMDes) has been intensified across Indonesia since 2017. This
campaign targets all levels of government, from districts and sub-districts to villages themselves. Paguyaman
District, which is part of Boalemo Regency, has several Village-Owned Enterprises (BUMDes) spread across 22
villages. Each village in this sub-district is striving to develop their BUMDes as a driving force for the local
economy. Based on data obtained from the Boalemo Regency Social and Community Empowerment Office
(PMD), in 2022, there were 82 BUMDes established in Boalemo Regency, and 22 of them are BUMDes that are
growing and developing in Paguyaman District.

There are 22 villages that have established BUMDes with a total of 47 types of business units,
consisting of 21 operating business units and 26 non-operating business units. This data is also supported by
arguments presented by one of the sub-district officials who explained several types of business units that are
developing in each village. The types of businesses in question are savings and loan cooperatives, rental of sales
stalls, market management, daily kiosks, futsal field rentals, provision of fertilizers, seeds, and agricultural
goods as well as other business units that are the main drivers of BUMDes movement in each village. As one of
the sub-districts with the largest number of villages in Boalemo Regency, Paguyaman District plays a significant
role in improving the community's economy through BUMDes management. Considering that the poverty rate
in Boalemo Regency is above average with a percentage of 17.8% in 2024. The poverty rate in Boalemo
Regency from year to year has experienced very little decline from year to year. This indicates that there is slow
and stagnant economic growth every year. Currently, many Village-Owned Enterprises (BUMDes) have been
established, but most are not optimal in boosting the village economy due to suboptimal governance. This
research is crucial and urgent because Paguyaman District has significant potential in the agriculture, fisheries,
and tourism sectors, which have not yet been fully managed professionally.

By highlighting the urgency of fostering and developing village-owned enterprises (BUMDes) focused
on good governance principles, it is hoped that effective strategies can be identified to maximize this potential.
Through this approach, BUMDes in Paguyaman District will become not only business entities but also driving
forces capable of creating jobs, increasing village revenues, and reducing poverty, thus achieving sustainable
improvements in community welfare. Based on initial observations, the development and guidance of BUMDes
in Paguyaman District is still far from optimal. This is evident in the suboptimal implementation of ideal
BUMDes governance. Several obstacles have been identified in BUMDes management, including the presence
of managers within both the BUMDes organizational structure and in implementing BUMDes programs. This
issue clearly impacts the work system and division of tasks for managers. BUMDes managers frequently
experience turnover due to a lack of commitment to business development and a preference for focusing on core
jobs with higher wages.

Furthermore, issues related to BUMDes institutionalization, ranging from management and finance to
reporting, remain inconsistent with the BUMDes management development and guidance guidelines. Most
BUMDes in Paguyaman District still utilize manual systems for information delivery, reporting, bookkeeping,
and oversight. This limitation often hinders the annual reporting process of BUMDes business results, leaving
the public unaware of the current development and condition of BUMDes. Another issue is the low utilization of
local resources, the primary commodity in Paguyaman District. Currently, the Village-Owned Enterprises
(BUMDes) operating primarily in the service and goods sectors, rather than the production and utilization of
local raw materials, are largely unrelated. This clearly contradicts the BUMDes regulatory mandate, which
mandates BUMDes management to utilize the resources surrounding the village. Nevertheless, these businesses
continue to utilize local communities as partners, including farmers, livestock breeders, business owners, and
youth groups.

If viewed from the principles of BUMDes governance according to (Muliani, 2023) which states that
there are 5 (five) principles of ideal BUMDes governance, namely, professional, open and responsible,
participatory, prioritizing local resources, and sustainable, then the BUMDes governance in Paguyaman District
is still far from the theoretical ideal expectations. Therefore, it is necessary to have guidance and development
efforts in BUMDes management as stated in the Regulation of the Minister of Villages, Development of
Disadvantaged Regions, and Transmigration in 2021. This regulation is one of the efforts made by the
government to improve BUMDes governance in increasing village and village community income. This
BUMDes guidance and development is a method that should be applied by BUMDes management policy
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implementers. So that BUMDes management can be carried out effectively and efficiently in improving the
village economy. However, research that specifically examines the development and guidance of BUMDes that
is contextual and integrated with current regulations and strengthened by the principles of good BUMDes
governance, especially at the sub-district level with unique characteristics such as Paguyaman Sub-district,
Boalemo Regencyj, is still relatively limited.

This study distinguishes itself by focusing on five interrelated strategic pillars in the development and
guidance of BUMDes in Paguyaman District, based on an in-depth analysis of applicable regulations.
Fundamentally, the uniqueness of this study lies in the strategic alignment of BUMDes management guidance
and development with the principles of good BUMDes governance. Thus, the results of this study will not only
provide recommendations for applicable and contextual development and guidance strategies for BUMDes in
Paguyaman District, but also serve as a comprehensive model that can be replicated in other regions with similar
characteristics, which has not been widely revealed in the existing literature.

1. METHODS

The research method used is qualitative with a descriptive-exploratory approach to understand the
phenomenon in depth and contextually, where primary data collection is carried out through participant
observation to observe the subject's natural environment, as well as semi-structured interviews to explore the
informant’s perspective, which is then strengthened by secondary data through relevant archival documentation
to achieve a holistic and triangulative picture. furthermore, data analysis is carried out inductively and
continuously following the stages, which include data reduction (selecting and simplifying), data presentation
(organizing data in visual or narrative form), and drawing conclusions and verification (drawing meaning and
testing the validity of findings continuously) (Yacob Noho Nani, Rustam Tohopi, Alexander H Badjuka, 2025).

I RESULT AND DISCUSSION

This research focuses on how to foster and develop BUMDes management in improving the village
economy (case study of Paguyaman District, Boalemo Regency. The results of this research are the results of
interviews with 4 (four) villages that are representatives of several BUMDes in Paguyaman District. According
to the five sub-focuses, namely professional, open and responsible, participatory, prioritizing local resources,
and sustainable.

A. Professional

Professionalism is a fundamental principle in the operation and management of Village-Owned
Enterprises (BUMDes). According to (Rahmani, 2023), professionalism acts as a supporting pillar that ensures
the bureaucracy functions as an effective government engine, while also serving as a benchmark for the
apparatus' capability in optimally carrying out its duties. Furthermore, professionalism is measured based on
several key indicators, namely competence, effectiveness, efficiency, and accountability (Podungge & Aneta,
2020). Therefore, professionalism in the context of BUMDes specifically refers to the competence, expertise, or
ability of BUMDes managers in running and developing their business units.

In addition to the selection and recruitment process for BUMDes managers, professionalism is also
seen through training and mentoring for BUMDes managers. According to statements from the Village Head
and BUMDes Chairperson, training and mentoring for BUMDes managers is a routine agenda. This training
initiative comes from various levels of agencies. The organizers of these activities include the village
government itself, as well as support from the Community and Village Empowerment Office (PMD) at the
Boalemo Regency and Gorontalo Province levels. The material presented in the training focuses on several
crucial aspects, including financial management, business unit development strategies, and proper procedures
for BUMDes reporting and accountability, which must be implemented annually.

The implementation of training and mentoring for BUMDes managers in Paguyaman District should
also bring positive changes in BUMDes management. Therefore, it is necessary to evaluate and assess the
performance of BUMDes managers in each village. Based on information provided by informants, it was
concluded that the evaluation and assessment of Village-Owned Enterprise (BUMDes) managers' performance
is implemented through various procedures. This process begins with the collection of periodic work reports
from each business unit coordinator. Next, detailed performance reports are prepared, both monthly and semi-
annually. The culmination of this accountability process is a comprehensive performance report to the
community through a village deliberation mechanism, where managers present performance results and total
revenue achieved during the fiscal year.

Evaluation can be defined as a crucial procedure involving a systematic comparison of operational
activities and realized performance achievements with predetermined goals or targets (Pradini, 2020). In the
context of Village-Owned Enterprise (BUMDes) governance, the Village Government (as the principal) plays a
key role in implementing continuous performance evaluation. This monitoring aims to ensure that the BUMDes
is run with proper and effective management (Akbar et al., 2022). With regular evaluations, it is hoped that the
BUMDes can continue to develop and progress, reaching its maximum potential through identifying
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weaknesses, making appropriate corrections, and strengthening existing management aspects. This effort is a
manifestation of the principle of accountability to ensure that the BUMDes optimally contributes to the welfare
of the village community.

According to Suryandari & Alfianto (Sofyani et al., 2020), an individual can be categorized as a
professional if they meet three main requirements. First, they must master specific skills relevant to carrying out
tasks within their field. Second, in carrying out their profession, the individual is required to apply the
established standards in their respective professional field. Finally, and no less importantly, professionalism
requires individuals to adhere to the established Professional Ethics, both by their respective organizations and
by applicable legal regulations.

Holistically, the findings from the interviews indicate that the governance of Village-Owned
Enterprises (BUMDes) in Paguyaman District prioritizes professionalism, which is a vital key to improving the
village economy. This emphasis on professionalism begins with the recruitment and selection process for
BUMDes Chairpersons, which is carried out democratically through Village Deliberations, involving the
participation of village officials, the BPD, and the entire community. The appointment of BUMDes leaders can
be through recommendations or voting mechanisms, with strict minimum qualifications, namely high school
education and relevant business managerial competencies according to regulations.

To ensure sustainability and capacity building, BUMDes receives regular training and mentoring from
various levels, from the Village Government to the Village Development Agency of Boalemo Regency and
Gorontalo Province. The training materials focus on crucial aspects such as financial management, business unit
development strategies, and annual reporting and accountability. To maintain performance and transparency, a
multi-layered evaluation is carried out, starting from the collection of routine business unit reports, the
preparation of periodic performance reports, and comprehensive and open annual reporting to the community
through the Village Deliberation. The overall professional governance system, supported by coaching,
mentoring, and evaluation, is the main foundation for BUMDes to operate effectively, accountably, and have a
significant impact on local economic growth.

b. Open and Responsible

The concept of transparency and accountability refers to the obligation of the agent to transparently
carry out their responsibilities (Rahayuningsih et al., 2024). This obligation includes recording, reporting, and
disclosing all activities and actions under their authority to the trustee (owner). In line with this obligation, the
owner has the right and authority to demand explanations and accountability for all actions and management
undertaken.

Village-Owned Enterprises (BUMDes) are required to ensure accountability in every aspect of their
operations, particularly regarding financial reports and activity reports, which must be presented periodically,
whether monthly, semi-annually, or annually (Teuku Al Ichsan et al., 2023). Implementing this accountability
principle is crucial. With accountability, BUMDes managers and administrators will gain the trust of the
community and related parties. Conversely, the absence or weakness of accountability principles will directly
question and damage the credibility and integrity of BUMDes management in the public eye (Rahmani, 2023).

Theoretically, the preparation of ideal BUMDes financial reports is facilitated through a mentoring
program that includes four sequential reports: the profit and loss statement, the statement of changes in equity,
the statement of financial position (balance sheet), and the cash flow statement (Nurhidayati et al., 2023).
Successful preparation of these financial reports is a concrete manifestation of the principle of accountability in
BUMDes management. BUMDes financial accountability is realized through a series of practices, including the
preparation of a detailed budget plan and the production of an annual financial report that must be submitted to
the public. Meanwhile, administrative accountability is realized in the form of reports on completed activities
that are reported annually to the Village Government (Bambang Haryadi, 2023). BUMDes has a primary
obligation to implement proper financial governance, where the preparation of financial reports serves as a
concrete implementation of transparency in the use of mandated village funds. By implementing this process,
BUMDes performance will be clearly reflected in financial reports, which will ultimately encourage the creation
of more transparent, accountable, cooperative, multi-party (inclusive) and sustainable financial management
(Taslim Fait et al., 2021).

This principle of openness and accountability also requires a system of control and oversight (Sulila,
2022). Based on the interview results, it was concluded that the supervision and control system for the
management of Village-Owned Enterprises (BUMDes) is definitively implemented by the Village Consultative
Body (BPD). In accordance with applicable BUMDes management regulations, the BPD is tasked with
supervising and controlling BUMDes management together with the Village Head. This oversight is
implemented directly, including providing strategic advice and input, controlling financial management, and
having the authority to revitalize (replace) management deemed inactive or failing in running BUMDes business
units.
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Supporting factors for the creation of openness and accountability are structured and routine
management coaching received by BUMDes managers, complemented by effective oversight mechanisms from
both internal village parties (such as the BPD and Village Government) and external parties (such as the
Regency PMD Office) (Ubi Laru & Suprojo, 2019). All information regarding activity management must be
widely accessible to the public. This openness is important so that every citizen has the full opportunity to
express criticism and carry out oversight, thus ensuring accountability for program implementation (Adawiyah,
2018)

The transparency aspect of BUMDes operations in Paguyaman District is implemented through
periodic information transfers facilitated by managers and the village government. Given the sensitivity of
financial issues, the primary forum for transparency is the Village Deliberation (Musyawarah Desa), or special
meeting, where annual revenue financial reports are presented openly, allowing the community to access and
monitor this crucial information. This transparency substantially forms the basis for BUMDes development and
guidance, as public demand automatically encourages managers to prepare accountable and credible reports,
even though financial reporting is still done manually. Substantial accountability mechanisms for the majority of
BUMDes are centralized at the end of the year. The Village Deliberation not only discusses total revenue but
also allocates funds for management and operations, as well as contributions to Village Original Income (PAD)
allocated for community activities. This emphasizes the BUMDes' role as a socio-economically responsible
entity that contributes directly to improving the village economy.

The accountability aspect is strengthened by the existence of a multi-layered monitoring and control
system that serves as a tool for continuous guidance and development. Village-Owned Enterprises (BUMDes) in
Paguyaman District are not only accountable to the community through the Village Deliberation, but are also
required to report their performance hierarchically to the Boalemo Regency PMD Office. At the internal village
level, the Village Consultative Body (BPD) together with the Village Head serve as the main supervisors. This
control system includes providing strategic advice, constructive input, financial management control, and most
crucially for development is the supervisor's authority to revitalize the management (replacing inactive or failing
managers). Assessment: The implementation of this accountability and performance control, with a multi-
layered check and balance mechanism (community, BPD/Village Head, and PMD Office), can be assessed as
structurally Optimal. However, the potential for further optimization is still open through increasing the
frequency of reporting (at least three times a year) and migrating from manual financial reporting to a
computerized system, to ensure data efficiency and speed of coaching response.

c. Participatory

Participation in Village-Owned Enterprises (BUMDes) requires the willingness of all relevant parties
to actively support and contribute, both on their own initiative and through requests (Dwi et al., 2024). This
involvement is crucial for driving the progress and operational success of BUMDes. According to (Rosari et al.,
2022), the Participatory principle requires full community involvement throughout the village financial cycle.
This includes work plan development, program implementation, and the review and evaluation of village
financial reports. A factor hindering the management and development of Village-Owned Enterprises
(BUMDes) is the lack of active community participation (Septianingrum, Ika Putri Kumalasari, 2020). Often,
villagers tend to be passive and seem to hand over the full responsibility for BUMDes management to the
management structure. Increasing participation from all BUM Desa stakeholders is also crucial. This aims to
ensure that every decision made receives full support and consensus from all relevant parties (Putri & Wahyudi,
2024)

Village-Owned Enterprises (BUMDes) were established with several primary objectives in mind,
namely facilitating initiatives and developing village community potential, as well as optimizing the
management, utilization, and financing of village government assets handed over to BUMDes (Tohopi et al.,
2024). To achieve these objectives, all parties involved in BUMDes management are required to provide
proactive support and contributions, both on a voluntary basis and upon request, in order to achieve the
improvement and progress of BUMDes businesses (Kushartono, 2016).

Research conducted by (Jenita et al., 2023)found that the establishment of Village-Owned Enterprises
(BUMDes) must be based on the aspirations and initiatives of village communities, emerging from local
potential that, if optimally managed, will generate market demand. To prevent this economic institution from
being dominated by large, capital-rich rural communities, BUMDes ownership is village-owned and jointly
controlled. Its primary goal is to improve the standard of living and overall economic well-being of the village
community.

Public participation requires adequate channels to effectively channel aspirations. Research shows that
the Village-Owned Enterprise (BUMDes) in Paguyaman District facilitates the delivery of ideas, suggestions,
and input from the community, primarily through village deliberations or formal meetings. In these forums,
residents have the opportunity to submit various proposals for developing BUMDes management. Beyond
formal meetings, the communication medium used so far has been limited to WhatsApp, which allows for more
personal suggestions to be delivered to the Village Head or BUMDes Chairperson. Consequently, all proposals
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received by BUMDes are still manual (in the form of meeting minutes or private messages) before being
finalized as the basis for new policies.

Strengthening BUMDes institutions can be achieved by increasing the active role of groups. The
sustainability and success of a program are largely determined by the active participation of all levels of society
and the village government (Tui et al., 2021). This aligns with the view (Assajid et al., 2024) that strengthening
community participation in BUMDes governance is fundamental. To achieve this, policy-making mechanisms
must integrate public desires and activities. With this integration, the democratic system will be more robust and
resilient.

In addition to being involved in the decision-making process, communities should also be directly
involved in various projects aimed at improving the village economy. Informants' opinions indicate active
community involvement in every BUMDes program in Paguyaman District, where each village operates around
three to four business units. For example, the futsal field rental business unit in Hulawa Village is managed by a
local youth group, while food stalls in Molombulahe Village are staffed by home-based businesses from the
village and surrounding areas. Overall, in every program, the community is always involved, whether as
employees managing the business units, partners, or as recipients of services provided by the BUMDes.

The role of Village-Owned Enterprises (BUMDes) in community economic empowerment relies
heavily on effective financial management and transparent governance. Community participation is
fundamentally similar to the concept of community empowerment, which is an effort to strengthen the elements
of community empowerment. The primary goal is to improve the dignity of vulnerable or disadvantaged
segments of society, enabling them to escape poverty and underdevelopment (Syam et al., 2021). To ensure
sustainable development and improve village welfare, BUMDes must ensure the active participation of
communities and community groups. The involvement of local residents in all BUMDes operations, coupled
with the establishment of a participatory organizational structure, is identified as a crucial prerequisite for
successful village business management (Marowa et al., 2024).

The principle of participation has proven to be a key pillar supporting the successful management and
development of BUMDes in Paguyaman District, as well as key to improving the village economy. Community
involvement here is at a high level and comprehensive, realized through formal mechanisms such as Village
Deliberations that facilitate ideas, suggestions, and input from various groups from the planning stage.
Participation extends to the implementation stage (through roles as employees, partners, and service recipients
in 3-4 business units per village, for example, youth managing futsal or business actors filling stalls), and
culminates in the monitoring stage, which confirms the BUMDes' commitment to transparency and
accountability. This high level of participation has direct positive implications for business development
because it ensures the program's relevance to local potential, increases operational efficiency through workforce
contributions, and effectively serves as a primary instrument for encouraging ongoing development and
professionalization of management, even though the mechanism for conveying suggestions remains
conventional and manual.

d. Local Resource Priorities

The fourth principle in BUMDes management is prioritizing the utilization of internal village
resources. BUMDes must prioritize the maximum utilization of natural resources (SDA) and human resources
(HR) available within the village itself (Rahmani, 2023). The need for resources from outside the village should
be considered only as supplementary, not primary. External resources may only be used if internal resources are
deemed insufficient or inadequate to meet the operational and development needs of the business unit, thus
ensuring that the village's potential and assets truly become the main economic drivers of the BUMDes (Sulila,
2021). Abundant natural resources, as well as rich arts and culture, are now essential capital for developing
businesses and improving the community's economy (Sari & Meirinawati, 2020).

This is also agreed by (Tasia, 2023) namely that efforts that need to be made to achieve sustainable
rural economic growth through BUMDes include several key strategies: increasing productivity and diversifying
business types; providing facilities and infrastructure that support village economic activities; building and
strengthening production and marketing chains; and optimizing the use of local resources as a foundation for
economic growth. Village-Owned Enterprises (BUMDes) are business institutions established for the purpose of
strengthening the village economy. BUMDes are managed jointly by the Village Government and the
community, and are formed based on the needs and unique potential of the village. One of the main focuses is
the management of natural resources (SDA) and local wisdom on a village scale (Indriana, 2018).

Physical potential includes land, water, climate, geographic environment, livestock, and human
resources (HR). Meanwhile, non-physical potential consists of the community and its interaction patterns, social
institutions, educational institutions, village social organizations, and village apparatus and officials (Angraini &
Asim, 2024). Village-Owned Enterprises (BUMDes) are established through the collective initiative of the
government and village community with the primary goal of establishing new businesses rooted in these
resources. By leveraging the unique potential and available local resources, BUMDes serves as an instrument to
optimize economic activities for the advancement of village communities (lgirisa et al., 2020).
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A dual role: as an instrument for strengthening village autonomy, it encourages village governments to
develop local potential according to their capabilities and authorities; and as an instrument for community
welfare, BUMDes involves residents as partners in its management with the aim of boosting the economy and
reducing unemployment in the village (Syah, 2017). BUMDes management is carried out collaboratively by the
village government and the community, where community involvement starts from its establishment to its
operational system, which is expected to advance the economy through community empowerment.

In carrying out their operations, Village-Owned Enterprises (BUM Desa) or Joint Village-Owned
Enterprises (BUM Desa) are required to prioritize the utilization of natural resources (SDA) and human
resources (HR) from the local village (Supardi & Budiwitjaksono, 2021). Nevertheless, BUMDes managers still
require external investors and partners to support village development. In line with this need, local home
industry players hope that BUMDes business units, such as village shops, can be utilized as a concrete means of
collaboration between BUMDes and business actors, thereby creating opportunities for mutually beneficial
partnerships (Wowor et al., 2019).

Research (Fitriska, 2017)explains that BUMDes (Village-Owned Enterprises) operates by organizing
and accommodating all community economic activities within a single, professionally managed business entity.
However, its operations must always be based on the village's original potential and aligned with its capabilities
and authority. Ideally functioning BUMDes are expected to become the pivot of the community's economic life,
as their goals include meeting residents' needs, absorbing local production capacity, and providing open access
to services for the entire village community (Ananta et al., 2024).

Theoretically and strategically, BUMDes management in Paguyaman District has effectively
implemented the principle of prioritizing local resources through three approaches: market gap analysis,
capitalizing on dominant potential (agriculture/trade), and accommodating community aspirations. This
principle is reinforced by BUMDes' intensive partnerships with local businesses as service providers and
partners, making them a key instrument for improving the village economy. However, research reveals a critical
gap in the full implementation of this principle: business units tend to focus on providing services and goods,
rather than developing products based on local raw materials. This gap is caused by limited sustainable raw
material supplies and low processing skills among the community. Therefore, future BUMDes development and
guidance must be directed at increasing product downstreaming capacity and local supply chain management, to
ensure BUMDes can transform into business units that fully utilize and create added value from natural resource
assets and village human resources to achieve sustainability.

e. Sustainable

The development of Village-Owned Enterprises (BUMDes) must be oriented towards sustainability so
that they can operate continuously and sustainably, meaning they are able to meet the current needs of village
communities without sacrificing the potential to meet the needs of future generations (Muliani, 2023). To realize
this principle, a strong institutional mechanism is needed, where continuous monitoring and guidance must be
applied to all implementation activities, organization, and restructuring of BUMDes. This consistent guidance
serves to ensure that BUMDes operations remain effective and transparent, management capacity increases, and
organizational structures are adaptable, so that BUMDes can survive, evolve, and provide long-term benefits
wisely (Zitri et al., 2022).

The principle of sustainability requires program management to foster community participation in
utilizing, maintaining, preserving, and developing activities (Assajid et al., 2024). To achieve sustainability
indicators in the socio-cultural, human, and natural resource dimensions, which must be managed wisely, an
active role is required in the institutional system that regulates them (Adawiyah, 2018). In the context of
resources, this means reducing excessive use of natural resources and focusing on utilization that prioritizes
sustainable aspects, in order to maintain their integrity and availability indefinitely. This principle requires that
every business unit and activity carried out must be able to effectively meet the current economic and social
needs of the village community, while ensuring intergenerational balance (Pertiwi, 2021). In other words,
BUMDes must act with caution to avoid damaging the potential of natural resources (SDA) and economic
opportunities for future generations. Therefore, BUMDes is required to adopt responsible and ecologically
sound business practices, especially in terms of utilizing the village's natural wealth.

A similar study was conducted by Putri & Wahyudi (2024), who described the development strategy
implemented by Village-Owned Enterprises (BUM Desa) to strengthen capital through various efforts to
increase and acquire new capital, primarily through capital participation from the village as regulated in the
Articles of Association and Bylaws (AD-ART). This capital participation aims fundamentally to improve the
welfare of village communities. However, there are obstacles in efforts to increase capital that have not been
maximized (Hintalo et al., 2024). This main obstacle arises from the suboptimal profitability of BUM Desa each
year, which directly limits the institution's ability to significantly grow internal capital (Kurniawan et al., 2023).

Research (Assajid et al., 2024) states that traditional economic development, which prioritizes high
productivity, often neglects environmental impacts, a real threat currently facing Indonesia. To address this,
economic development must be directed toward the sustainable utilization of local potential and natural
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resources. In the context of Village-Owned Enterprises (BUMDes), this principle means that business units must
guarantee social access to resources and facilities to create a healthy and dignified life, while ensuring that the
resulting jobs maintain an intergenerational balance between economic, social, and environmental aspects
(Febriansyah et al., 2023). Thus, BUMDes serves as an instrument for building a rational economic livelihood
structure and an environmentally friendly society, rather than pursuing profits that damage village assets.

The principles of sustainability in Village-Owned Enterprises (BUMDes) in Paguyaman District have
been implemented across three key dimensions: financial, environmental, and social. Financially, despite
differences in planning patterns (between routine Village Fund capital participation and independent capital),
the urgent need for food security programs in 2025 requires that BUMDes development be focused on
increasing the capacity to develop comprehensive business plans (business proposals). This is crucial to ensure
that budgets, particularly from Village Funds, can be effectively distributed, have measurable targets, and have a
clear impact on improving the community's economy. Environmentally, BUMDes demonstrates commitment
through the utilization of farmers' harvests and community land, as well as establishing standard operating
procedures (SOPs) in the Articles of Association (AD/ART) to minimize negative impacts. However, BUMDes
development needs to go further, fostering consistent SOP implementation to ensure compliance and sustainable
practices that do not damage the village ecosystem. The social dimension of BUMDes emphasizes its role as a
social-oriented development agent, with annual profits allocated for village development, improving public
services (clean water, streetlights), and supporting youth activities. These impacts directly contribute to
improving community welfare, which is the primary goal of village economic development. Therefore, the
development and guidance of BUMDes must be expanded to include business planning integration with the
Village Medium-Term Development Plan (RPJMDes). This strategic integration ensures that BUMDes profits
are allocated optimally, balancing core business functions (increasing BUMDes revenue) with social functions
(improving public services and infrastructure supporting productivity), thereby improving the village economy
in a holistic, equitable, and sustainable manner.

V. CONCLUSION

Based on the results of research on the guidance and development of BUMDes management in
Paguyaman District, it can be concluded that the implementation of professional governance principles has not
been optimal due to inappropriate and unsustainable selection, training, and mentoring processes. Meanwhile,
the principle of openness is realized periodically through Village Deliberations, and the principle of
responsibility is considered optimal because it is supported by a structural supervisory control system from the
community, BPD/Village Head, and the Boalemo Regency PMD Office. The principle of participation has
reached a high and comprehensive level, involving the community from the planning stage (Village
Deliberation) to implementation (as employees, partners, and service recipients) and supervision. Then, the
principle of prioritizing local resources has been running quite well, as evidenced by the identification of village
potential and cooperation with the local community, although the utilization of local resources still needs to be
improved. Finally, the principle of sustainability has been implemented quite well in three key dimensions:
financial, environmental impact, and social impact.
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