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In his role as Defence Minister, Prabowo Subianto inaugurated 11 water sources in West Nusa Tenggara, 

May 2023 (Ministry of Defense, Republic of Indonesia) 

The Indonesian government enacted Act 6 of 2014 to decentralise village governance, 

aiming to improve service delivery at the local level. Under President Jokowi's 

leadership, village governments received support through the Village Fund, benefiting 

81,616 villages across 38 provinces. The fund has been crucial in enhancing government 

administration, developing infrastructure and empowering communities. 

From 2015 to 2024, the central government allocated a total of IDR609.9 trillion to the 

Village Fund, demonstrating a strong commitment to rural development. The budget 

started at IDR20.8 trillion in 2015 and increased rapidly to around to IDR 70 trillion by 

2019, at which level it more or less stabilised (Figure 1). 
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Between 2015 and 2020, village funds led to significant infrastructure improvements, 

including the construction of 261,877 kilometres of village roads and 11,499 kilometres of 

bridges, and the establishment of 39,844 village-owned companies. The funds also 

supported the establishment of essential services such as clean water facilities, health 

units and early childhood education centres. These initiatives had a positive impact on 

the quality of life, as evidenced by the decrease in the number of underdeveloped 

villages from 12,177 in 2021 to 6,803 in 2023, a 44% reduction. The number of impoverished 

individuals in rural areas also decreased from 17.9 million in March 2015 to 15.3 million in 

March 2020, reflecting the positive effects of village fund utilisation on poverty 

reduction. 

Despite these successes, there is a troubling aspect to the situation. Indonesia's 

Corruption Eradication Commission (KPK) has reported that since the distribution of 

village funds began in 2015, there have been 851 corruption cases involving 973 

individuals - half of whom are village heads. The KPK has stated that this represents 

the largest ever corruption scandal related to the management of state finances. For 

example, a former village head in Gembong, Banten Province, misappropriated village 

funds for personal use, causing a financial loss to the country of over IDR1.38 trillion. 

An accountability mechanism, the Sistem Keuangan Desa (Siskeudes) was launched in 

2016 to improve financial management capacity among village governments. It aims to 

simplify reporting and ensure compliance with regulations, establishing a framework of 

principal-agent relationships among various stakeholders, including the Village 
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