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Abstract: This scudy aims to analyze the effectiveness of financial planning on the performance
of the realization of urban village funds in Palupi Village, Palu City, in 2022-2024. The research
method used is descriptive qualitative, utilizing secondary data in annual cash reports, village
budgets, and realization of village funds. Results showed that budget realization reached 100%
effectiveness in 2022 and 2023 but decreased to 91.5% in 2024 due to budget reallocation for
other urgent priorities. The budget allocation shows the main focus on community
empowerment activities, which reached 87.3% of the total budget in 2024. An evaluation based
on agency theory indicates that the local government, as an agent, has tried to meet the
community's needs as the principal. However, community participation in planning still needs
to be improved. This research recommends increasing community participation and improving

program implementation distribution to support the accountability and effectiveness of Village

fund management. With these steps, it is expected that the management of urban village funds

can support sustainable development and optimally improve community welfare.
Keywords: Village Fund, Effectiveness, Financial Planning.
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1. INTRODUCTION

Implementing regional autonomy allows regions to demonstrate their ability to exercise the
authority to which they are entitled. Regional autonomy aims to improve the quality of public services
that are integrated, transparent, sustainable, equitable, and affordable for the entire community.
Regional autonomy is expected to improve the efficiency, effectiveness, and accountability of the
public sector in Indonesia (Fadillah et al., 2023; Furqan et al., 2021). This support is expected to
accelerate the realization of regional and village programs that are independent, prosperous, and
democratic so that to carry out their autonomy; the regions can grow and develop according to their
respective potential, which is reflected in a significant budget allocation from the central government
(Ezyoni et al., 2022; Karim et al., 2019). Law No. 23/2014 defines regional government as the rights,
powers, and obligations of autonomous regions to regulate and manage their government affairs and
the interests of local communities by statutory regulations.

Regional financial management begins with the planning and preparing the Regional Budget
(APBD). The delegation of authority and financial sharing between the center and the regions aims
to ensure that the budget can be adjusted to the functions and responsibilities that have been
determined. Local governments can form regional devices through various Regional Work Units
(SKPD) as needed to support the implementation of their duties and functions (Arifin et al., 2017;
Kasim et al., 2021; Tope al., 2014). Local governments are responsible for transparent and
accountable financial management through APBD accountability reports presented by Government
Accounting Standards (SAP). However, fraudulent practices still hinder government performance in
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achieving optimal goals (Din et al., 2022; Kahar et al., 2023; Ridwan et al., 2021). The urban village
fund is an important policy of the Indonesian government that aims to accelerate development and
improve citizens' welfare at the urban village level. Budgeting is a significant activity in local
government administration (Karim et al., 2023). In the 2019 Draft State Budget, the General
Allocation Fund (DAU) allocation is Rp417.8 trillion. An additional DAU of Rp3 trillion is allocated
for the Village Fund program and distributed to more than 8,212 villages across Indonesia. The
budget allocated to urban villages in urban areas that do not have villages is at least 5% of the total
Regional Budget (APBD) after deducting the Special Allocation Fund DAK).

Financial planning includes activities ranging from planning, implementation, management,
reporting, and accountability to financial supervision (Manumpil et al., 2022). Evaluation of financial
management is crucial to assess the effectiveness of local governments in managing their financial
resources. Accountable financial management is an obligation of government organizations and
related bodies. , budget management requires careful planning so that a limited budget can be adjusted
to the various needs of programs and activities and have a positive impact on the welfare of the
community (Afriza et al., 2022; Farid et al., 2023; Sari et al., 2019).

The effectiveness of financial planning reflects the extent to which management succeeds in
achieving predetermined goals in terms of quality, quantity, and time. Effectiveness refers to the level
of goal achievement and describes the success of individuals or organizations in achieving
predetermined goals (Tiara et al., 2024). In every organization, activity, or program, effectiveness
plays a crucial role by emphasizing the importance of achieving goals optimally, in line with the
planning that has been prepared (Yapon et al., 2024). Palupi Village, located in Palu City, Central
Sulawesi, is one of the recipients of urban village funds with great potential to be developed. Based
on data from the Central Statistics Agency (BPS), the population in Palupi Village reached 7,837
people in 2024. In recent years, Palupi Village has shown significant progress in fund management.
However, program realization still faces several obstacles, such as delays in implementation and a lack
of community participation in the planning process. Research by Pattylima et al. (2023) found that
the performance of the Village Government in managing Village funds in 2020 was successful,
especially in the development and community empowerment sectors. Research by Dewi et al. (2022)
shows that urban villages have performed well in planning, implementing, organizing, and supervising
work plans. However, the COVID-19 pandemic has caused some programs not to be implemented
according to the RKA, with the focus shifting to COVID-19 handling activities.

This research differs from previous studies because it focuses on analyzing the effectiveness of
financial planning on the performance of the realization of village funds in Palupi Village. This study
aims to examine data from annual cash reports and Village budgets to identify factors that contribute
to the effective use of funds and provide recommendations to improve accountability and
transparency in their management. The findings of this study are expected to provide strategic
recommendations and support sustainable community development and empowerment. This study
aims to analyze the effectiveness of financial planning on the performance of the realization of village
funds in Palupi Village, Palu City, from 2022 to 2024. This research is important because it
comprehensively evaluates how urban village funds are managed and their impact on the community.
The results of this study are expected to provide recommendations to improve accountability,
transparency, and community participation in the management of urban village funds, thereby
supporting sustainable development and optimally improving community welfare.

2. LITERATURE REVIEW

The purpose of the literature review in this study is to describe the relevant main theories and
provide a comprehensive picture of the effectiveness of financial planning on the performance of the
realization of village funds in Palupi Village.

2.1. Agency Theory

Agency theory describes the relationship between a principal and an agent, where the principal
hires the agent to carry out services on behalf. In this context, the people of Palupi Village are the
principals, and the officials of Palupi Village are the agents (Muhammad et al., 2017). The
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government as an agent has the responsibility to manage funds efficiently, ensure that funds match
the needs of the community, present information, and include the community as the principal
regarding all activities it carries out in order to provide maximum results for mutual welfare (Yulianti
et al., 2023). This theory is relevant because it highlights the importance of accountability and
transparency in the management of public funds.

2.2. Village Fund

Minister of Finance Regulation No. 8/PMK.07/2020 explains that village funding comes from
the Regional Budget (APBD) and the General Allocation Fund (DAU), which is allocated to
accelerate development at the village level. Government Regulation (PP) Number 17/2018 article 30
explains that the Regency / City Regional Government allocates a budget in the Regency / City
Regional Budget (APBD) for developing village facilities, infrastructure, and community
empowerment. The Ministry of Home Affairs issued a policy, namely Regulation of the Minister of
Home Affairs No. 130/2018, concerning Activities for the Development of Village Facilities and
Infrastructure and Community Empowerment in Villages, explained in Article 3 paragraph 1 that
village facilities and Infrastructure development activities are also used as a form of essential social
services that have a direct impact on improving the quality of life of the community. Urban village
funds are an important instrument in improving the community's quality of life through development
and empowerment.

2.3. Financial Planning

Planning is a crucial element in the budget cycle because it will determine the direction of budget
implementation and achieving goals properly. In addition, planning is also the foundation of the
budgeting mechanism (Setiowati et al., 2022). Reasonable and appropriate planning significantly
impacts the implementation and results of activities (Wisra et al., 2020). Financial planning is a
systematic process that is planned and organized. Financial planning includes various activities, from
planning and implementation to management, reporting, accountability, and supervision of finances
(Manumpil et al., 2022). Financial planning aims to ensure effective and efficient allocation of funds,
reduce waste, and support accountability. At the Village level, financial planning is fundamental to
realizing development programs and services for Village communities. In the context of regional
financial planning, good regional financial planning should prioritize transparency, economy,
efficiency, and effectiveness. In addition, this process must also be participatory, involve the
community, and be accountable to the government and the wider community (Sulistiawan et al.,
2019).

2.4. Village Fund Realization

The implementation of the Village Fund is carried out through the development of physical
infrastructure and community empowerment. The management of urban village funds is used to
encourage community participation in empowerment activities at the urban village level (Anggraini
et al., 2023). Optimal budget realization reflects good financial performance, which supports the
achievement of the following development program (Putri et al., 2021). Research by Dona et al.
(2020) highlights the importance of efficiently using the budget to support program success. Good
performance of urban village fund realization will positively impact community development and
empowerment. Palupi Village has shown significant progress in managing the funds as a recipient of
urban village funds. However, there are still some obstacles, such as delays in program implementation
and low community participation. Based on data from the Central Bureau of Statistics (BPS), the
population in Palupi Village in 2024 reached 7,837 people. These challenges indicate the need for a
more structured planning strategy to improve the effectiveness of realizing existing programs. This
research aims to address these gaps by providing strategic recommendations to improve the
effectiveness of village fund management in Palupi. Based on the literature review, this study proposes
the hypothesis that the effectiveness of financial planning positively influences the performance of the
realization of village funds in Palupi Village. This hypothesis is based on agency theory, which
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emphasizes the importance of accountability and transparency in managing public funds and the
importance of careful financial planning to achieve development goals and community

empowerment.

3. RESEARCH METHOD AND MATERIALS

This research uses a qualitative descriptive method with a secondary data analysis approach.
Secondary data is obtained from relevant documents such as annual cash reports, village budgets, and
the realization of village funds in Palupi Village from 2022 to 2024. This study aims to describe and
analyze the effectiveness of financial planning on the performance of the realization of village funds
for three years. This research was conducted in Palupi Village, Palu City, Central Sulawesi, for four
months. The sampling method used was purposive sampling, where documents were selected based
on their relevance to the research objectives. The documents selected were official documents issued
by the Palupi Village Government and covered 2022-2024. Data was collected through
documentation techniques by collecting and analyzing official documents related to the realization of
urban village funds. Document selection criteria were: (1) Official documents issued by the Palupi
Village Government; (2) A document covering the period 2022-2024; (3) Documents relevant to the
planning and realization of village funds, such as annual cash reports, village budgets, and realization
of village funds. The data analysis technique uses qualitative descriptive analysis to analyze data from
the required documents and measure the level of effectiveness based on the effectiveness ratio:

Urban Village Budget Realization

x 100%
Urban Village Budget Plan %

Effectiveness Ratio =

Based on the decision of the Minister of Home Affairs Number 13 of 2006, the criteria for the
effectiveness of financial performance are as follows:

Table 1. Financial Performance Effectiveness Criteria

IN[) ‘ Percentage of Effectiveness Criteria
1 E> 100% Very effective
2 90%< E<100% Effective
3 80%s E< 90% Effective enough
4 80%< E< 90% Less effective
5 E< 60% Ineffective

4. RESULTS AND DISCUSSION

4.1. Effectiveness of Village Fund Budget Realization

The effectiveness of budget realization in Palupi Village is measured by comparing budget
realization to the village budget plan. Based on sources obtained from the annual cash report data and
the Palupi Village budget, the following are the results:

Table 2. Effectiveness of Budget Realization
Year Budget Plan (Rp) Budget Realization (Rp) ‘ Effectiveness (%) Effectiveness Criteria

2022 622.286.650 622.286.650 100% Very effective
2023 684.499.820 684.499.820 100% Very effective
2024 949.809.100 869.109.400 91,5% Effective

Based on the data in Table 2, the implementation of Palupi Village's budget performance is
classified as very practical and effective. From 2022-2023, the budget realization against the budget
plan in Palupi Village reached 100%, which means it is very effective. This reflects careful planning
and optimal implementation. However, it decreased in 2024 to 91.5%, which is classified as adequate.
This decline was caused by adjustments to the budget allocation to support other urgent priority
needs, which had implications for adjustments to Village programs. These adjustments demonstrate
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the flexibility of village governments in responding to changes in community needs. However, a more
in-depth evaluation of the impact of these budget adjustments on the effectiveness of planned
programs is needed. In comparison, data from the Local Government Performance Report (LKPD)
of Palu City in 2024 shows that the average effectiveness of budget realization of urban villages in
Palu City is 85%. This shows that Palupi Village's performance is still better than the average of other
villages in Palu City.

4.2. Financial Planning Based on Annual Budget Allocation

Palupi Village's annual budget data for the last year shows a significant increase in fund allocation
from 2022 to 2024. This can be seen from the following table 2:

Table 3. Palupi Village Budget

Activities 2022 (IDR) 2023 (IDR) 2024 (IDR)
General Adminisration of 51.035.550 | 40715720 | 34.945.200
Regional Devices
Provision of Government Support Services 67.620.000 64.150.000 | 18.000.000
Maintenance of Regional Property 40.465.900 | 40.260.000 | 45.053.500
Village Empowerment 306.720.000 | 304.869.050 | 758.800.000
Empowerment of Community Institutions 156.445.200 | 234.505.050 | 12.310.700

The results in Table 2 are data from the annual budget of Village Palupi and the 2022- 2024
annual cash report obtained from the Regional Finance and Assets Agency (BKAD) of Palu City. The
increase in the annual budget that has occurred in the last three years shows the commitment of the
Palupi Village government to strengthening development at the village level, especially in empowering
village communities. This focus on empowerment aligns with community-based development
strategies that can improve long-term welfare. In 2024, the budget allocation for community
empowerment activities reached 87.3%, demonstrating the district government's top priority in
improving community capacity and participation in development.

4.3. Budget Distribution by Quarter

The quarterly budget distribution is designed to support program implementation in stages. Based
on sources obtained from data from the annual cash report and budget of Village Palupi, the following
are the results:

Table 4. Budget by Quarter

Year ‘ Quarter 1 (Rp) Quarter 2 (Rp) Quarter 3 (Rp) Quarter 4 (Rp) ‘ Total (Rp)

2022 91.447.350 102.214.350 226.329.500 215.795.450 | 635.786.650
2023 122.354.280 133.937.230 215.154.530 213.053.780 | 684.499.820
2024 214.352.350 215.252.350 223.252.350 216.252.350 | 869.109.400

The relatively even budget distribution every quarter shows reasonable planning efforts in
maintaining the continuity of program implementation.
4.4. Budget Allocation Focus

The focus of the budget allocation provides an overview of development priorities in Village
Palupi. The following is the budget allocation data for Village Palupi:

Table 5. Budget Allocation Focus

Year Total Budget Implemented (Rp)  Village Empowerment (Rp)  Empowerment Percentage (%)

2022 622.286.650 306.720.000 49%
2023 684.499.820 304.869.050 44,5%
2024 869.109.400 758.800.000 87,3%
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A significant increase in the focus on urban village empowerment activities in 2024 indicates a
change in strategy to strengthen community capacity as social capital for development. This increase
also indicates greater attention to supporting facilities in empowering urban villages.

4.5. Effectiveness of Financial Planning

The gradual increase in the budget from year to year indicates better structured financial planning
to support the evolving needs of Palupi Village. The large proportion of Village community
empowerment reflects the focus on social development. However, there are still gaps in
implementation, particularly in general administration activities, and the provision of government
support services is relatively lower than in other activities.

4.6. Effectiveness of Village Fund Performance

The increase in quarterly budget allocations in the second semester of each year indicates that
programs are realized near the end of the fiscal year, which may pose a risk of low efficiency in
implementation. The budget surge in Village Empowerment 2024 is a challenge to ensure
effectiveness and tangible benefits for the community. The performance of the realization of urban
village funds in 2022-2023 was classified as very effective and well utilized, while the decline in
effectiveness occurred in 2024. This is because activities were not carried out correctly. In 2024, part
of the Palupi Village activity budget was diverted to other urgent priority needs in Palupi Village.

4.7. Evaluation Based on Agency Theory

As an agent, the Palupi Village government has shown good responsibility in managing funds,
which is reflected in the increasing budget allocation focusing on community empowerment. This
reflects the agent's efforts to fulfill the expectations and desires of the principal. However, it should
be noted that external factors, such as changes in government policies and the community's
socioeconomic conditions, also influence the effectiveness of Village fund management.

4.8. Strategy Recommendation

Strategic recommendations that researchers can provide for urban villages in improving the
performance of their local governments and their communities are:

1. Community Participation: Increase community involvement from the planning stage to
ensure that budget allocations reflect the needs of the Palupi Village community. For example,
the Village apparatus acts as an intermediary for the community to accommodate suggestions
and input from the Palupi Village community to be conveyed to the local government.

2. Program Realization Monitoring: This program focuses on monitoring empowerment
programs with the most significant allocations to avoid waste or inappropriate use.

3. Annual Performance Evaluation: Conduct annual evaluations based on program success
indicators to measure the budget's effectiveness in improving the community's quality of life.

5. CONCLUSION

This study, which aims to analyze the effectiveness of financial planning on the performance of
the realization of village funds in Palupi Village, Palu City, from 2022 to 2024, resulted in several
important conclusions. The effectiveness of budget realization showed excellent performance in 2022
and 2023, reaching 100%. Although there was a decline to 91.5% in 2024, this achievement is still
classified as practical based on the Ministry of Home Affairs standards. This decline indicates
challenges in maintaining program consistency due to urgent priority changes. In addition, more
structured financial planning over the years, reflected in sustained budget increases, demonstrates the
Village government's commitment to supporting development at the local level. Budget allocations
increasingly focused on community empowerment, especially in 2024, underscore the importance of
community capacity building and participation in community development. Although the quarterly
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budget distribution shows efforts to maintain program continuity, there needs to be more attention
to monitoring, especially in periods with higher allocations. Applying the principles of agency theory
shows that the Palupi Village government, as the agent, seeks to fulfill the community's expectations
as the principal through a focus on community empowerment reflected in increased budget
allocations.
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