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Abstract—The purpose of this research is to know the 

ownership and composition of shares of village-owned enterprises 

and their impact on the turnover of business entities. The type of 

this research is descriptive quantitative with the population of 

102 Village Owned Enterprises in Asahan Regency. The selected 

sample is 102 business entities. The analytical tool of this 

research is with Multiple Regression with of Smart-PLS 

software. The results show ownership and composition of shares 

of village-owned enterprises not significantto the turnover of 

business entities. 
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I.  INTRODUCTION 

Establishment and management of Village Owned 
Enterprises is a manifestation of the management of the 
village's productive economy undertaken in a Cooperative, 
Participatory, Emancipative, Transparant, Accountable and 
Sustain manner [1]. Therefore, serious efforts are needed to 
make the management of Village Owned Enterprise can run 
independently, effectively, efficiently and professionally[17], 
[18],[22],[23],[32]&[33]. 

BUMDes are founded on community initiatives based on 
potentials that can be developed using local resources and there 
is market demand. In other words, the establishment of 
BUMDes is not an instructional package coming from the 
Government, provincial government, or district government. If 
that is so worsened, BUMDes will run not as mandated by the 
law[3],[4],[5]&[6]. The task and role of the Government are to 
socialize and raise awareness to the village community through 
the provincial and district governments on the importance of 
BUMDes for the improvement of the people's welfare. 
Through the village government, the community is motivated, 
awakened and prepared to build its own life. The Government 
facilitates in the form of education and training and other 
fulfillment that can facilitate the establishment of BUMDes. 
Furthermore, the operational mechanism is left entirely to the 
village community[7],[9]&[13]. To that end, the village 
community needs to be prepared in advance in order to receive 
new ideas about economic institutions that have two functions 
namely social and commercial. 

In order to achieve the objective of BUMDes is done by 
fulfilling the needs (Productive and Consumptive) of the 
community through the service of goods and services that 
managed by the community and village government. This 
institution is also required to provide services to nonmembers 
(parties outside the Village) by placing prices and services 
according to market standards. This means that there is a 
mutually agreed institutional mechanism, so as not to cause a 
rural economic disorder caused by BUMDes effort. After the 
birth of the Village Law, two entities were born in the village, 
namely the Village Government and the Village Owned 
Enterprise. BUMDES is a business entity, so it has business 
activities and profit-seeking purposes. However, in the course 
of BUMDES, it is different from the purely private business, 
because BUMDES is an extension of the village government in 
carrying out its functions, mainly in terms of providing 
eligibility to the village community and empowering the 
village community. Therefore, BUMDES can not solely seek 
profit. BUMDES is established then there are two entities in 
the village, namely the Village Government and the village 
business unit that is BUMDES. Funds originating from the 
Village Government may be included with BUMDES, as they 
are separate entities/entities. The village treasury put into 
BUMDES is a separate village government treasure. 

Establish and develop integrated approaches to community 
and village development and empowerment that can provide 
comfort, social and economic prosperity[34],[35]&[36]. 
Improving the performance of the institution and social capital 
rural areas that can grow culture and culture while 
strengthening social cohesion, encouraging local 
democratization movement[41], [42]&[46]. Increasing the 
empowerment of rural communities in maximizing maximum 
self-sufficiency for the prosperity and wellbeing of the 
villagers themselves. Growth and rural development from 
social and economic aspects characterized by trade and 
services activities[1],[43],[44]&[45].Such as markets, small 
industries/houses, and other service centers. The development 
of economic activity is capable of generating trickle-down 
effect towards the village of being and lagging around it. 

Copyright © 2018, the Authors.  Published by Atlantis Press. 
This is an open access article under the CC BY-NC license (http://creativecommons.org/licenses/by-nc/4.0/).

274

Advances in Economics, Business and Management Research (AEBMR), volume 46
1st Economics and Business International Conference 2017 (EBIC 2017)

Accounting Departemen 

Economic & Bussiness Faculty 

Universitas Sumatera Utara 

iskandar1@usu.ac.id 

 

Iskandar Muda 



II. METHOD 

This study usessecondarydata.The hypothesis was tested by 
using Structural Equation Modeling with SMART PLS 
software. The data analysis technique in this research 
employed Structural Equation Modeling (SEM). SEM is a set 
of statistical techniques allowing testing of a series of 
relationships simultaneously. Furthermore, in the data 
processing, the writer used the aid from software SMART-PLS 
Structural Equation Modeling, which was one of the 
multivariate analyses capable of analyzing the variable 
relationships in complex manner [8], [10], [11]&[12]. The 
hypotheses were tested using Structural Equation Modeling 
(SEM) with Smart-PLS software tools. The equation is formed 
as follows: 

 

Y = α + b1X1 + b2X2 ++ b3X3 +e  

 

X1  = Ownership 

X2   = Composition of Shares 

Y     = Turnover of Business Entities 

b1,…b3 = Coefficient 

α  = Constant 

e  = Error 

This phase is done to test the suitability of the model to 
evaluate the goodness-of-fit index[19],[20],[24],[25]&[26]. 
Analysis using SEM requires some suitability index to measure 
the correctness of data and models. 

III. RESULT 

A. Result 

Inner model evaluation through the bootstrapping menu 
also generates T-statistics values that will be used to test the 
hypothesis. The criteria are T-statistic> 1.66 (value α = 5%, 
one tail). The result of T-statistics value in the table path 
coefficients is presented in the following figure: 

Figure 1. Overall Model with Coefficient 

 

 

The effect test can be seen in the following table: 

Table 1. The result of bootstrapping 

 

These results show that the Ownership and Composition of 
Shares variables have no significant effect on the Turnover of 
Business Entities BUMDEs. This is because Turnover of 
Business Entities BUMDEs is determined by other factors not 
represented by these variables. 

Figure 2. Ownership (X1) 

 

Source: PLS Output (2017) 

Figure 3. Composition of Shares 

 

Source: PLS Output (2017) 

Based on the above table the indirect effect produces 
coefficient of 0.005, smaller than 1.66 [14],[16]&[21], then the 
decision of hypothesis testing reject H0 and accept the 
hypothesis Ha [27], [28],[29]&[30]In addition to hypothesis 
testing through the bootstrapping menu that produces T-
statistics, inner model evaluation is also done by reviewing the 
R-Square value [31],[40]&[47]. The R-square value generated 
from the inner model evaluation is presented in the following 
table: 

Table 3. R-Square Value 
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Figure 4. F Square 

 

Source: PLS Output. (2017) 

 

B. Discussion 

\The village is a socio-political entity that has unique 
characteristics in the formal structure of the institutional state 
of the Republic of Indonesia. [37],[38]&[39], on the Village 
becomes an estuary for the realization of independence or 
autonomy of his government. Autonomy that is not of 
autonomy, but must lead to participatory democracy in the 
overall economic development of the village. It is hoped that 
this law will be able to eliminate various problems in the 
village, such as social, culture and economy. Empowerment 
processes that emphasize the process of providing the ability to 
the community to become empowered, encourage or motivate 
individuals to have the ability or empowerment to determine 
the choice of life. It is further said that empowerment should be 
aimed at the group or layers of society left behind, in a way to 
be continuously built mentally and morally to grow a new spirit 
with high confidence, Transactions occur when there are two 
parties that exchange benefits. The existence of BUMDES 
institution allows the Village Government to conduct 
transactions with BUMDES legally and convincingly. This has 
been regulated in the Village Law and its derivative 
regulations. First discuss three transactions that can occur 
between the Village Government and BUMDES namely 
participation, loans and assistance. Inclusion means that the 
Village Government makes long-term investments by including 
a sum of money or other assets to form or add capital 
BUMDES. The village government can also provide assistance 
or loans to BUMDES. The difference between Participation 
and Loan is if Loan is no time limit for return of principal and 
interest/profit sharing calculation. For assistance or grants it is 
usually in the form of equipment, training and other facilities. 
If BUMDES receives funds, assets or facilities from the village 
it is necessary to pay attention to the contract whether it is an 
investment, loan or assistance.If the chosen contract is an 
accompaniment then there are several mechanisms and 
administration that must be prepared. Investment in BUMDES 
entered into Financing account. The deal agreement is a long-
term investment rather than a spending, then it is entered in a 
finance account[2]. 

In order to be included in the APBDes, the previous 
mechanism was Musrenbangdus, Murenbangdes, RPJMdes, 
RKP and then entered APBDes.BUMDES formed through the 
Village deliberation and set forth in the Village Rules and the 
establishment of BUMDES has been issued and the Board of 

BUMDES has SK and is inaugurated[2]. Before the execution 
is done, the BUMDES participation must be agreed in 
MUSDES and published PERDES by itself. So there is a 
PERDES forming BUMDES, and there PERDES inclusion 
BUMDES. After it has been done, the Minutes of inclusion are 
recorded in the bookkeeping of the Village Government and 
BUMDES. 

IV. CONCLUSIONS 

The results show ownership and composition of shares of 
village-owned enterprises not significantto the turnover of 
business entities. 
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