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Abstract. The study aims to analyze the general condition of VOEs and their
main potential product/characteristic in Tangerang Regency and to deliver the Gap
Analysis by the Village Own Enterprises (BUMDes) in Tangerang Regency. The
methodology usedwas an in-depth interview through a FocusedGroupDiscussion
(FGD) with eight participants from different VOEs. The result from FGD showed
some critical gaps in the operation of VOEs, such as a lack of community partici-
pation to participate in BUMDes programs, unclear vision since its establishment,
and lack of mentoring. It is necessary to conduct mentorship among the VOEs to
increase motivation and strengthen community participation. The growth of cur-
rent VOEs in Tangerang Regency will significantly impact the village economy
in the long run.
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1 Introduction

The Indonesian government has been implementing several programs for rural economic
development, such as supporting more facilities and infrastructure, developing systems
for agribusiness and small business, including creating the PNPM project (Program
Nasional Pemberdayaan Masyarakat/National Program for Community Empowerment)
[1]. This extraordinary effort is worthwhile to increase the village economies in Indone-
sia. The object of this study focused on the development of villages and rural areas,
which significantly influences regional development and poverty alleviation.

The creation of Village Owned Enterprises (VOEs/BUMDES) shows the concern of
society and the government for the well-being of rural areas [2]. Village Owned Enter-
prises are intended to play a more significant part in rural development by managing the
village’s potential as best as possible, addressing the requirements of rural communities
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without displacing already established enterprises. This is also strengthened by the fact
that the growth of villages in Indonesia has increased rapidly, reaching 1,409 villages
per year or an average village growth of 2.29 percent [3]. However, various challenges
are encountered by state-owned enterprises in Indonesia and many other countries [4].
On the other hand, SOEs require domestic knowledge to increase innovation capabilities
[5].

Based on the data from Ditjen PPMDKemendesa PDTT, even though the number of
BUMDEShas been growing,BUMDes’ existence, however, has not been able to function
well, and it does not support the growth and emancipation of local communities in rural
areas [6]. Even though the existence of VOEs in Indonesia continues to increase from
previous years, it is known that until early 2020, 46 thousand or more than 61% of
villages in Indonesia already had Village Owned Enterprises (VOEs). However, many
still have not developed due to some legal entity issues, human resources, and others
[7]. Table 1 shows the average growth rate of BUMDes in Indonesia, with an average
growth rate of 49,7% from its establishment in 2014. In general, the growth remained
in fluctuating condition.

In Cameroon and South Africa, the obstacle faced by the SOEs was managerial
skill in achieving their performance [8]. However, the research from [9] revealed that
challenges focused on rural areas’ commercialization process. Strengthening traditional
production and processing systems was required to involve the rural communities, not
in a subordinate position.

A village-owned enterprise must achieve financial success while also pursuing its
social objectives. Profit and social objectives can occasionally tug in opposite direc-
tions, leading to conflict and failure in the worst situations. According to conversations
with village officials and officers of village-owned enterprises, several obstacles prevent
village-owned enterprises from operating effectively, including accessibility and a lack
of creativity. Therefore, they need to implement a new business model for sustainability
[10].

Empowerment, in general, is shown as an improvement effort to develop independent
progress of the organization [11]. Community empowerment can be described as the
action taken by factors outside of a structure to affect that specific structure. The objective
is to increase the independence and capabilities of villages. For a structure to advance
autonomously, it is also related to the endeavor to increase interconnectivity within that
structure or improve components inside that structure [12]. Empowerment showed as

Table 1. The Growth of Village Owned Enterprises (BUMDes) in Indonesia.

No Years Amount Growth (%)

1 2014 1.022 -

2 2015 11.945 91.4

3 2016 18.446 35.2

4 2017 31.796 41.9

5 2018 45.549 30.2
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an enhancement of interconnectivity inside a structure or enhancement of components
inside that structure in arranging for that structure to advance freely. A good organization
will be shown by the quality of its employees. Employees are the foremost profitable
resources, and all ventures in innovation and trade can end up ineffective if the aptitudes
and capabilities of the individuals are immature.

The capability development in the organization can be driven by internal factors,
which relates to the structure of an organization, and external factor, such as the collab-
orative network environment [13]. In the implementation in several areas in Indonesia,
the existence of VOEs is still not adequate and contributive as the expectations contained
in the goals or targets for achieving the existence of VOEs [14]. Based on previous stud-
ies, the challenges faced in some regions are similar to the current condition of Village
Owned Enterprises in Tangerang. Village Owned Enterprises is significantly growing in
four regions in Banten Province. However, 43% are in active status. The capabilities of
human resources have been suspected of becoming the critical reasons for the declining
performance of this condition. From the evidence above, delivering the Gap Analysis by
the Village Own Enterprises (BUMDes) in Tangerang Regency is necessary. This find-
ing will become valuable input for the stakeholders to improve the current ecosystem in
Tangerang.

Based on the explanation in the introduction, some problems have been identified
below; (i) lack of human resources capabilities both in managing the operation and in the
level of motivation, (ii) low level of community participation; since some VOEs are just
focused on traditional sales, (iii) unclear vision, particularly for its sustainability in the
long run. Meanwhile, the objectives of the study are; (a) to analyze the general condition
of VOEs and their main potential product/characteristic in Tangerang Regency, (b) to
deliver theGapAnalysis by theVillageOwnEnterprises (VOEs/BUMDes) in Tangerang
Regency.

2 Methods

This study descriptively explained the analysis of Village Owned Enterprises in the
Tangerang Region. The data collection was done by conducting an in-depth interview
through FGD with eight owners of VOEs. This number was taken based on the recom-
mendation by the local government in Tangerang. The process of in-depth interviews
was conducted by delivering the gap analysis to get the significant finding.

3 Result and Discussion

The General Condition of VOEs in Tangerang Regency
Several structured questions are delivered to the participants to identify the current
condition of VOEs in the Tangerang Regency. The establishment’s average length was
from two to five years with different motives of background. The government expected
that the VOEs could be a supporter and impetus for accelerating the improvement of
community businesses, especially in rural areas. The government has delivered various
efforts to increase the economic activity of VOEs, such as simplifying regulations and
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some approaches to bring. VOEs closer to various off takers according to their superior
products. The government has delivered adequate financial grants to the VOEs with
some requirements at the first stage of their establishment. The fiscal decentralization
has shown that the government’s alignment should increase the village development
priorities to realize the welfare of rural communities [15]. Several VOEs in Tangerang
Regency have put their investment as their working capital in the following operational
stages. Around eight observable VOEs in Tangerang Regencies are recommended by
the local government to be further analyzed in this study, as shown in Table 2.

From the in-depth interview with the eight VOEs above, their general condition is
described in three aspects below;

a. Motivation: they have different motives for how they started their business. Some of
them used the village land with the rental scheme. They got grants from the govern-
ment to support their business operation. However, some VOEs could not manage
the grants well even though they are motivated to run the business long-term. Ser-
dang Wetan, Kronjo, Gema Mandiri, Pantura Makmur, and Lengkong Kulon have
considered having a strong motivation of the owners to increase the welfare of their
members, including the communities. However, Tunas Mulya has strong confidence
in developing a grocery/store for daily household needs.

b. Knowledge and Experience: not all the owners ormanagers have sufficient knowledge
and experience on how to run the business well with the concern for its sustainability.
Some of them have strong initiation and sufficient knowledge; however, they still
face some problems in the marketing aspect. Damai Mandiri is the VOE who has a

Table 2. List of Village Owned Enterprises.

No Regency Villages VOEs name Type of Business

1 Tigaraksa Sodong Mutiara Karya sejahtera Groceries and credit
union

2 Cikupa Sukadamai Damai Mandiri Cafe, minimarket, and
car wash steam

3 Panongan Panongan Sejahtera Bersama Traditional groceries

4 Pagedangan Lengkong Kulon Karya Sejahtera Wate management

5 Legok Serdangwetan &
Rancangong

Serdang Tirta Kencana
& Rancanging Mandiri

Ecotourism

6 Kronjo Kronjo &
Padegangan ilir

Karya Ranjala &
Pantura Makmur

Pilgrim tourism and
culinary business (food
court)

7 Sepatan Timur Jatimulya Tunasmulya Groceries and waste
management

8 Pakuhaji Kramat Gema Mandiri Marine tourism,
Furniture
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problem in terms of management participation. They were stagnant and still looking
for potential business in the long run.

c. Business Plan: someVOEs have solid knowledge and clear business goals. They know
exactly what aspects require more resources for growth in the future. SerdangWetan,
Kronjo, GemaMandiri, PanturaMakmur, and Lengkong Kulon are the VOEs running
well. They know precisely their potential area and how to involve their communities.
Most of them have a comprehensive business plan.

The Gap Analysis
The gap analysis has been conducted to analyze the capabilities of current VOEs in the
Tangerang Regency. Through this analysis, we could assess the performance of VOEs
to assure that the business needs and processes could be well-achieved. There are some
stages on how to deliver the Gap Analysis; (a) Identifying the presence of business and
environmental conditions, (b) Analysing what will be the ideal future state, (c) Looking
for the gap and assessing solutions, (d) Innovate for further application plan to bridge
the gap.

Analyze Current Condition and Identify the Ideal Future State
There are some critical factors why the performance of VOEs is considered low, such
as;

a. The lack of knowledge and traditional mindset
Some of the staff do not have adequate skill, knowledge, and experience, leading

to unprofessional attitudes, such as being unmotivated, less creative, and stagnant.
From this fact, it is necessary to bridge the gap on those obstacles. Tunas Mulya
explained that they had to face intense competition, which made them leave behind
the huge stores in Tangerang. However, Serdang Wetan, Karya Manjala, and Gema
Mandiri are facing the human resources challenge, whose resources still lack knowl-
edge in marketing promotion and tourism development, particularly in destination
management.

b. Infrastructure challenge
The existence of infrastructure is very crucial for the VOEs’ focus on tourism

development. Three aspects must be fulfilled: accessibility, attraction, and amenities.
The accessibilities relate to the availability of the road and transportation service to
the destination or other supporting public facilities.

c. Additional Investment
Some VOEs are categorized as underperformance due to limited working capi-

tal. They can not pay their staff’s salary since the net income is not sufficient yet.
Thus, some investments are required for further business development, such as land
purchases and other support.

Find the Gap and Evaluate the Solution
From the challenges above, they expect that the local government could help us increase
the training and development program, mainly through mentoring activities based on the
challenge in eachVOEs. Thementoring includes the project plan development, licensing
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procedure for destination development, and how to develop the marketing strategy for
destination tourism products. The synergy between local government, business, and
education (universities) will effectively deliver the training and mentoring activities for
the VOEs in Tangerang Regency.

Create a Plan to Bridge the Gap

a. Empower the communities service activities between universities in Tangerang
Regency. Some big universities have done community services but are spread in
various locations and areas with various challenges. It is necessary to collaborate and
synergy by sharing the resources and dividing into some sectors of interest based on
the prior program of the local government.

b. Develop the MBKM concept (Merdeka Belajar Kampus Merdeka) in each university
related to the village project. This projectwill develop an opportunity for their students
to involve and assist the village communities throughVOEsmentoring program. Each
lecturer will monitor this program to measure its effectiveness and the progress of
VOEs.

c. Collaborationwith the potential company through sponsorship. There is a huge oppor-
tunity to collaborate with many corporations through community service or branding
activities. Those will bring a win-win solution to both parties and positively impact
the village economy in the short and long run.

4 Conclusion

From the above explanation, it can be concluded that the result is similar to the finding
that VOEs as a driving force of Chinese economic development [16]. It is also founded
that the participation of the owner or board of chairs of VOEs plays a significant role
and influence on the performance, particularly in the financial aspect [17]. From the
Irish experience, we can also learn that modern corporate governance was successfully
placing pressure on the sustainability of VOEs [18].

Acknowledgments. Thank you to Dinas Pemberdayaan Masyarakat Dan Pemerintahan Desa
(DPMDPD), TangerangGovernment, for a great support in facilitating the FocusGroupDiscussion
in GTG Tangerang Building. We also thank Academic Research Center and Community Service
(ARCS) Swiss German University for selecting this study as Competitive Research Fund research
in 2021.

Authors’ Contributions. The authors have conducted the analysis gap towards the low perfor-
mance of VOEs in Tangerang Regency. Through this analysis, a significant effort and plan should
be executed for better improvement of economics Village and its sustainability in the long run.



1640 N. Krisnawati and T. Permana

References

1. Srirejeki, K. Bumdes Rural Development. J. Accounting, Manag. Econ. 20, 5–10 (2018).
2. Ahmad,O. : et al.Analisis PengelolaanBadanUsahaMilikDesa (BUMDes)GerbangLentera

Sebagai Penggerak Desa Wisata Lerep. J. Polit. Gov. Stud. (2018).
3. Pakpahan, V. H. The Role of Village-owned Enterprises (BUMDes) in Optimizing Village

Funds in South Lampung District. Bappenas Work. Pap. 1, 171–184 (2018).
4. Arhan, M. R., Navalino, D. A. & Ali, Y. Analysis of The Different Role of State-Owned

Enterprises (BUMN) and Private-Owned Enterprises (BUMS) in the Indonesian Defense
Industry Sector. Int. J. Arts Soc. Sci. (2022).

5. Li, X. Sources of External Technology, Absorptive Capacity, and Innovation Capability in
Chinese State-OwnedHigh-TechEnterprises.WorldDev. (2011). doi: https://doi.org/10.1016/
j.worlddev.2010.05.011

6. Aly, M. N., Yuliawan, R., Noviyanti, U. D. E., Firdaus, A. A. & Prasetyo, A. Public policy
and rural tourism development in East Java Province, Indonesia. African J. Hosp. Tour. Leis.
(2019).

7. Novita Riyanti & Hermawan Adinugraha, H. Optimalisasi Peran Badan Usaha Milik Desa
(Bumdes) Singajaya Dalam Meningkatkan Kesejahteraan Masyarakat (Studi Kasus Di Desa
Bodas Kecamatan Watukumpul). Al-Idarah J. Manaj. dan Bisnis Islam (2021). doi: https://
doi.org/10.35316/idarah.2021.v2i1.80-93

8. Mongwa Nkam, F. Management Skills and Performance of State-Owned Enterprises in
Cameroon. J. Bus. Econ. Dev. (2021). doi: https://doi.org/10.11648/j.jbed.20210602.17

9. Ellis, F. & Stephen, B. Envolving Themes in Rural Development 1950s-2000s. Dev. Policy
Rev. 9, 437–448 (2001).

10. Sudewa, J. & Fahreza, M. Model Pengembangan Bisnis BUMDes berdasarkan Pendekatan
Sharing Economy dan Gig Economy: Studi di Wilayah Kabupaten Sumedang. Coopetition
J. Ilm. Manaj. (2021).

11. Hambali, I. R. & Niode, I. Y. Improvement of Village Productive Economy Through Village
Funds Financing. Int. J. Appl. Bus. Int. Manag. 4, (2019).

12. Sari, S. H. & Sari, C. P. M. The Efficiency Of Village Funds On Community Empowerment
And Village Development In Kutamakmur District, North Aceh Regency. J. Malikussaleh
Public Econ. (2020). doi: https://doi.org/10.29103/jmpe.v3i1.3190

13. Wulandari, F. R. Capability Development Of Malang Regency Village-Owned Enterprises
(Bumdes). JIAPI J. Ilmu Adm. Dan Pemerintah. Indones. (2020). doi: https://doi.org/10.
33830/jiapi.v1i1.30

14. Mawardi, M. M., Majid, A. N. & Dzulkarnain, I. Analisis Strategi Kesiapan Pemerintah Desa
dalam Pembentukan Badan Usaha Milik Desa di Kabupaten Sumenep. J. Ilm. Membangun
Desa dan Pertan. (2021). doi: https://doi.org/10.37149/jimdp.v6i3.18114

15. Anisykurlillah, I., Mahmud, A., Susilowati, N., Mukhibad, H. &Hayati, N. Capability Devel-
opment of Bumdes “Asung Daya” in Presenting Asset Value. Indones. J. Devot. Empower. 3,
24–30 (2021).

16. Lo, D. State-Owned Enterprises in Chinese Economic Transformation: Institutional Func-
tionality and Credibility in Alternative Perspectives. J. Econ. Issues (2020). doi: https://doi.
org/10.1080/00213624.2020.1791579

17. Guan, J., Gao, Z., Tan, J., Sun,W.&Shi, F. Does themixed ownership reformwork? Influence
of board chair on performance of state-owned enterprises. J. Bus. Res. (2021). doi: https://
doi.org/10.1016/j.jbusres.2020.08.038

18. Maccarthaigh, M. Managing state-owned enterprises in an age of crisis: An analysis of irish
experience. Policy Stud. (2011). doi: https://doi.org/10.1080/01442872.2011.561688

https://doi.org/10.1016/j.worlddev.2010.05.011
https://doi.org/10.35316/idarah.2021.v2i1.80-93
https://doi.org/10.11648/j.jbed.20210602.17
https://doi.org/10.29103/jmpe.v3i1.3190
https://doi.org/10.33830/jiapi.v1i1.30
https://doi.org/10.37149/jimdp.v6i3.18114
https://doi.org/10.1080/00213624.2020.1791579
https://doi.org/10.1016/j.jbusres.2020.08.038
https://doi.org/10.1080/01442872.2011.561688


Analyzing the Capabilities of VOEs/BUMDES 1641

Open Access This chapter is licensed under the terms of the Creative Commons Attribution-
NonCommercial 4.0 International License (http://creativecommons.org/licenses/by-nc/4.0/),
which permits any noncommercial use, sharing, adaptation, distribution and reproduction in any
medium or format, as long as you give appropriate credit to the original author(s) and the source,
provide a link to the Creative Commons license and indicate if changes were made.

The images or other third party material in this chapter are included in the chapter’s Creative
Commons license, unless indicated otherwise in a credit line to the material. If material is not
included in the chapter’s Creative Commons license and your intended use is not permitted by
statutory regulation or exceeds the permitted use, you will need to obtain permission directly from
the copyright holder.

http://creativecommons.org/licenses/by-nc/4.0/

	Analyzing the Capabilities of Village Owned Enterprises (VOEs/BUMDES) to Increase the Village Economies; An Empirical Studies from VOEs/BUMDES in Tangerang
	1 Introduction
	2 Methods
	3 Result and Discussion
	4 Conclusion
	References




