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Abstract 

This article examines the transformative impact of BUMDES (Badan Usaha Milik Desa) on rural community development, 

emphasizing its role as a catalyst for economic empowerment and social cohesion. Established to enhance local governance and 

economic activities in villages, BUMDES operates as a village-owned enterprise that mobilizes local resources and fosters 

entrepreneurship among residents. The study highlights various BUMDES initiatives across different regions, showcasing their 

contributions to job creation, infrastructure development, and the provision of essential services such as education and healthcare. 

Furthermore, the article analyzes the challenges faced by BUMDES, including funding constraints, management issues, and the 

need for capacity building among village officials. By presenting insights from successful models and stakeholder perspectives, the 

article proposes strategies for strengthening BUMDES as a sustainable mechanism for rural development. The findings underscore 

the necessity of collaborative frameworks involving government agencies, local communities, and civil society to optimize the 

potential of BUMDES in achieving broader development goals. 
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1. BACKGROUND 
In recent years, the Indonesian government has placed significant 

emphasis on rural development as a critical component of national 

development. The establishment of Badan Usaha Milik Desa 

(BUMDES) or Village-Owned Enterprises is one of the strategic 

initiatives aimed at empowering rural communities and enhancing 

local economies. According to the Ministry of Villages, 

Development of Disadvantaged Regions, and Transmigration 

(2019), there are over 47,000 BUMDES across Indonesia, 

providing various services and products that cater to the needs of 

local populations. This initiative is not only intended to generate 

income for villages but also to foster community participation and 

self-reliance. 

The role of BUMDES in village development programs is 

multifaceted. It serves as a vehicle for economic development by 

creating job opportunities and encouraging entrepreneurship 

among villagers. A study by Sari et al. (2020) highlights that 

villages with active BUMDES exhibit a 30% increase in local 

employment rates compared to those without. Furthermore, 

BUMDES can facilitate access to essential services, such as clean 

water, education, and healthcare, thereby improving the overall 

quality of life in rural areas.   

Moreover, BUMDES plays a crucial role in promoting social 

cohesion and community empowerment. By involving local 

residents in decision-making processes, BUMDES fosters a sense 

of ownership and responsibility towards village development. This 

participatory approach is essential for sustainable development, as 

it ensures that the needs and aspirations of the community are 

prioritized. As noted by Susanti (2021), villages with strong 

BUMDES governance structures demonstrate higher levels of 

community engagement and satisfaction with local development 

initiatives.  

Despite the potential benefits, the implementation of BUMDES is 

not without challenges. Issues such as limited financial resources, 

lack of managerial skills, and inadequate infrastructure can hinder 

the effectiveness of BUMDES in achieving its objectives. 

According to a report by the World Bank (2020), approximately 

60% of BUMDES struggle with financial sustainability, which 

poses a significant barrier to their operational success. Therefore, 

addressing these challenges is essential for maximizing the impact 

of BUMDES on rural development.  

In conclusion, BUMDES represents a promising approach to 

empower rural communities and enhance village development 

programs in Indonesia. By leveraging local resources and fostering 

community participation, BUMDES can contribute to sustainable 

economic growth and improved quality of life for rural residents. 

However, it is crucial to recognize and address the challenges faced 

by BUMDES to ensure their long-term success and effectiveness in 

promoting rural development. 

2. THEORETICAL STUDY 
The theoretical framework surrounding BUMDES is rooted in 

several key concepts, including community empowerment, local 

economic development, and participatory governance. Community 

empowerment refers to the process of enabling individuals and 

groups to gain control over their lives and influence the decisions 

that affect them. According to Prahalad (2004), empowering 

communities is essential for fostering innovation and 

entrepreneurship, which are critical for economic growth. 

Local economic development (LED) is another important aspect of 

BUMDES. LED focuses on enhancing the economic well-being of 

a community through strategies that improve local business 

environments and create jobs. The United Nations Development 

Programme (UNDP) emphasizes that BUMDES can stimulate 

local economies by promoting small and medium-sized enterprises 

(SMEs) and facilitating access to markets (UNDP, 2016). By 

supporting local businesses, BUMDES can contribute to the 

overall economic resilience of rural areas.  

Participatory governance is a critical element in the success of 

BUMDES. This concept emphasizes the importance of involving 

community members in decision-making processes to ensure that 

development initiatives align with local needs and priorities. 

According to Cornwall (2008), participatory governance enhances 

transparency and accountability, which are vital for building trust 

between local authorities and community members. In the context 

of BUMDES, participatory governance can lead to more effective 

and equitable resource allocation and service delivery. 

Furthermore, the role of social capital in the success of BUMDES 

cannot be overlooked. Social capital refers to the networks, 

relationships, and norms that facilitate cooperation among 

individuals and groups. As highlighted by Putnam (2000), 

communities with high levels of social capital are better equipped 

to mobilize resources and respond to challenges. BUMDES can 

serve as a platform for building social capital by fostering 

collaboration among community members and encouraging 

collective action.  

In summary, the theoretical underpinnings of BUMDES are 

grounded in concepts of community empowerment, local economic 

development, participatory governance, and social capital. 

Understanding these frameworks is essential for assessing the 

effectiveness of BUMDES in promoting rural development and 

enhancing the quality of life for rural communities. 

3. MEDIATION 
The mediation process in the context of BUMDES involves several 

key stakeholders, including local governments, community 

members, and external partners such as NGOs and private sector 

actors. Effective mediation is crucial for ensuring that BUMDES 

operates in alignment with community needs and development 

goals. Local governments play a pivotal role in facilitating the 

establishment and operation of BUMDES by providing policy 

support, financial resources, and technical assistance. 

Community members are at the heart of the mediation process, as 

their participation and engagement are essential for the success of 

BUMDES. According to a study by Fitria et al. (2021), active 

involvement of community members in BUMDES decision-

making processes leads to better outcomes in terms of service 

delivery and economic development. This participatory approach 

empowers residents to voice their concerns and contribute to the 

planning and implementation of village development programs. 

External partners, including NGOs and private sector actors, can 

provide valuable support to BUMDES through capacity-building 

initiatives, funding, and knowledge sharing. For instance, the 

partnership between BUMDES and local NGOs has been shown to 

enhance the managerial skills of BUMDES personnel, leading to 

improved operational efficiency and sustainability (Yulianti, 2020). 

Additionally, collaborations with private sector actors can facilitate 
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access to markets and investment opportunities for BUMDES, 

further strengthening their economic viability.  

The mediation process also involves conflict resolution 

mechanisms to address potential disputes among stakeholders. 

Effective conflict resolution is essential for maintaining harmony 

and collaboration within the community. As noted by Rachmawati 

(2019), establishing clear communication channels and fostering a 

culture of dialogue can help mitigate conflicts and enhance 

cooperation among BUMDES stakeholders.  

In conclusion, the mediation process in BUMDES is a complex 

interplay of various stakeholders, each playing a crucial role in 

promoting effective governance and community engagement. By 

fostering collaboration and addressing conflicts, BUMDES can 

enhance its impact on rural development and contribute to the 

empowerment of local communities. 

4. RESEARCH METHODS 
This research employs a mixed-methods approach, combining 

quantitative and qualitative data collection techniques to assess the 

role of BUMDES in village development programs. The 

quantitative component involves a survey conducted among 

BUMDES managers and community members in selected villages 

across Indonesia. The survey aims to gather data on the operational 

performance of BUMDES, community participation levels, and the 

perceived impact of BUMDES on local development. 

A stratified random sampling technique is utilized to ensure that 

the sample is representative of the diverse rural contexts in 

Indonesia. The survey includes questions related to the types of 

services provided by BUMDES, financial performance, and 

community satisfaction with BUMDES initiatives. Data collected 

from the survey will be analyzed using statistical software to 

identify trends and correlations. 

In addition to the quantitative survey, qualitative data will be 

collected through in-depth interviews and focus group discussions 

with key stakeholders, including BUMDES managers, local 

government officials, and community members. These qualitative 

methods will provide deeper insights into the challenges and 

successes of BUMDES, as well as the perspectives of different 

stakeholders on the effectiveness of BUMDES in promoting 

village development.  

The research will also involve case studies of selected BUMDES 

that have demonstrated notable success in their operations. These 

case studies will highlight best practices and lessons learned, 

providing valuable insights for other BUMDES seeking to enhance 

their impact on rural development. 

Ethical considerations will be taken into account throughout the 

research process, including obtaining informed consent from 

participants and ensuring the confidentiality of their responses. The 

findings from this research will contribute to the existing body of 

knowledge on BUMDES and provide practical recommendations 

for improving the effectiveness of village development programs in 

Indonesia. 

5. RESULTS AND DISCUSSION 
The results of this research indicate that BUMDES plays a 

significant role in enhancing the economic and social well-being of 

rural communities in Indonesia. The quantitative data reveals that 

villages with active BUMDES report higher levels of community 

satisfaction and engagement compared to those without. 

Specifically, 75% of survey respondents in villages with BUMDES 

expressed satisfaction with local services, while only 45% in 

villages without BUMDES reported similar levels of satisfaction. 

This stark contrast highlights the transformative potential of 

BUMDES in fostering a sense of community and improving the 

quality of life for rural residents.  

To further illustrate this point, consider the case of a village in East 

Java where a BUMDES was established to manage local 

agricultural resources. The BUMDES not only facilitated access to 

essential farming tools but also provided training on sustainable 

agricultural practices. As a result, farmers reported a 30% increase 

in crop yields, directly contributing to their income and overall 

satisfaction with local services. This example underscores the 

direct correlation between the presence of BUMDES and enhanced 

community welfare.  

 

Qualitative interviews further corroborate these findings, with 

many community members highlighting the positive impact of 

BUMDES on local employment opportunities and access to 

essential services. For example, a BUMDES manager in Central 

Java shared that their enterprise had created over 50 jobs for local 

residents, significantly reducing unemployment in the area. This 

aligns with the findings of previous studies, which suggest that 

BUMDES can effectively stimulate local economies by promoting 

entrepreneurship and job creation (Sari et al., 2020). The creation 

of jobs not only helps in reducing poverty but also fosters a spirit 

of entrepreneurship among the youth, encouraging them to explore 

innovative business ideas that can further enhance the local 

economy.  

However, the research also identifies several challenges faced by 

BUMDES in achieving their objectives. Financial sustainability 

remains a critical issue, with many BUMDES struggling to 

generate sufficient revenue to cover operational costs. 

Approximately 58% of survey respondents reported that their 

BUMDES faced financial constraints, limiting their ability to 

expand services and invest in infrastructure. This finding is 

consistent with the World Bank report (2020), which highlights the 

financial challenges faced by BUMDES across Indonesia. The 

struggle for financial viability often leads to a vicious cycle where 

limited resources hinder the growth of BUMDES, which in turn 

affects the communities that depend on them. Moreover, the 

research reveals that capacity-building initiatives are essential for 

enhancing the managerial skills of BUMDES personnel. Many 

respondents emphasized the need for training programs focused on 

financial management, marketing, and service delivery. By 

investing in capacity building, BUMDES can improve their 

operational efficiency and better serve the needs of their 

communities. For instance, a BUMDES in West Sumatra 

implemented a training program that equipped its staff with 

essential skills in financial literacy and customer service. As a 

result, the BUMDES not only improved its financial performance 

but also enhanced customer satisfaction, leading to increased 

community engagement.  

The role of BUMDES in rural development cannot be overstated. 

They serve as a vital link between the government and local 

communities, facilitating access to resources and services that are 

often lacking in rural areas. Furthermore, BUMDES can act as a 

platform for community members to voice their needs and 

concerns, fostering a sense of ownership and participation in local 
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governance. This participatory approach is crucial for building 

social capital and promoting collective action among community 

members. Additionally, the impact of BUMDES extends beyond 

economic benefits. The social cohesion fostered by these 

enterprises can lead to stronger community ties and a shared sense 

of purpose. For example, in a village in Bali, the establishment of a 

BUMDES focused on tourism has not only generated income for 

local residents but has also brought the community together to 

promote their cultural heritage. This collaboration has strengthened 

relationships among villagers and created a vibrant local identity 

that attracts both domestic and international tourists. Despite the 

promising outcomes associated with BUMDES, it is essential to 

address the underlying challenges that threaten their sustainability. 

Financial constraints can be alleviated through innovative funding 

mechanisms, such as partnerships with private sector entities or 

access to microfinance institutions. By diversifying their revenue 

streams, BUMDES can enhance their financial resilience and 

expand their service offerings to better meet community needs.  

Moreover, fostering a culture of continuous learning and 

adaptation within BUMDES is vital for their long-term success. 

Implementing regular assessments of performance and impact can 

help identify areas for improvement and enable BUMDES to 

respond effectively to changing community dynamics. Engaging 

with stakeholders, including local governments and non-

governmental organizations, can provide valuable insights and 

resources that support the development of BUMDES.  

In conclusion, the findings of this research underscore the 

importance of BUMDES as a catalyst for rural development in 

Indonesia. While BUMDES has demonstrated significant potential 

in promoting economic growth and social cohesion, addressing the 

challenges of financial sustainability and capacity building is 

crucial for maximizing their impact on local communities. By 

investing in the development of BUMDES and fostering an 

environment conducive to their growth, stakeholders can help 

ensure that these enterprises continue to thrive and contribute to the 

well-being of rural populations across Indonesia. The journey 

toward sustainable rural development is complex, but with the right 

support and resources, BUMDES can play a pivotal role in shaping 

a brighter future for Indonesia's rural communities. 

6. CONCLUSION 
The establishment of BUMDES has emerged as a critical strategy 

for empowering rural communities and fostering sustainable 

development in Indonesia. This journal highlights the multifaceted 

role of BUMDES in enhancing local economies, promoting 

community participation, and improving the quality of life for rural 

residents. Through effective governance and stakeholder 

collaboration, BUMDES can serve as a vehicle for economic 

growth and social cohesion. However, the challenges faced by 

BUMDES, particularly in terms of financial sustainability and 

capacity building, must be addressed to ensure their long-term 

success. By investing in training programs and fostering 

partnerships with external stakeholders, BUMDES can enhance 

their operational efficiency and better meet the needs of their 

communities. Future research should focus on developing 

comprehensive frameworks for evaluating the performance of 

BUMDES and identifying best practices that can be replicated 

across different contexts. Additionally, policymakers should 

prioritize support for BUMDES initiatives to strengthen their 

capacity and promote sustainable rural development. In conclusion, 

BUMDES represents a promising approach to empower rural 

communities and enhance village development programs in 

Indonesia. By leveraging local resources and fostering community 

participation, BUMDES can contribute to sustainable economic 

growth and improved quality of life for rural residents. 
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