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ABSTRACT 
Indonesia’s fiscal decentralization provides village funds and tax revenue sharing funds to 

strengthen village autonomy, support public services, and enhance community economic welfare. 
This study examines the impact of village fund allocation, village fund, and tax revenue sharing 
funds on the economic welfare of communities across 13 villages in Murung District, Murung Raya 
Regency, from 2020 to 2024. Using a quantitative explanatory approach, the research applies 
descriptive and inferential statistical methods, including validity and reliability tests, multiple linear 
regression, and significance testing. The findings reveal that fund allocation, village fund, and tax 
revenue sharing funds significantly influence key indicators of economic welfare, such as household 
income, access to clean water, and the growth of active micro-enterprises. Among these, village funds 
emerge as the most dominant variable, contributing directly to economic participation and service 
access. The regression model demonstrates strong predictive power. These results align with theories 
of fiscal decentralization, public finance allocation, and welfare economics emphasizing the role of 
targeted fiscal transfers in reducing inequality and enhancing local development. The study 
recommends optimizing sharing funds for productive programs, integrating fiscal planning with 
SDGs and performance indicators, and strengthening governance, transparency, and community 
participation.  

 

Keywords: Community Economic Welfare, Fiscal Decentralization, Tax Revenue-Sharing, Village 
Fund, Village Fund Allocation.  

 
ABSTRAK 

Desentralisasi fiskal di Indonesia menyediakan dana desa dan dana bagi hasil pajak untuk 
memperkuat otonomi desa, mendukung pelayanan publik, dan meningkatkan kesejahteraan 
ekonomi masyarakat. Penelitian ini mengkaji dampak alokasi dana desa, dana desa, dan dana bagi 
hasil pajak terhadap kesejahteraan ekonomi masyarakat di 13 desa di Kecamatan Murung, 
Kabupaten Murung Raya, pada periode 2020–2024. Dengan menggunakan pendekatan kuantitatif 
eksplanatori, penelitian ini menerapkan metode statistik deskriptif dan inferensial, termasuk uji 
validitas dan reliabilitas, regresi linear berganda, serta uji signifikansi. Temuan penelitian 
menunjukkan bahwa alokasi dana desa, dana desa, dan dana bagi hasil pajak berpengaruh 
signifikan terhadap indikator utama kesejahteraan ekonomi, seperti pendapatan rumah tangga, 
akses air bersih, dan pertumbuhan usaha mikro aktif. Di antara ketiga variabel tersebut, dana desa 
menjadi variabel paling dominan yang berkontribusi langsung terhadap partisipasi ekonomi dan 
akses layanan. Model regresi menunjukkan daya prediksi yang kuat. Hasil ini sejalan dengan teori 
desentralisasi fiskal, alokasi keuangan publik, dan ekonomi kesejahteraan yang menekankan peran 
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transfer fiskal terarah dalam mengurangi ketimpangan dan memperkuat pembangunan lokal. Studi 

ini merekomendasikan optimalisasi pemanfaatan dana untuk program produktif, integrasi 
perencanaan fiskal dengan SDGs dan indikator kinerja, serta penguatan tata kelola, transparansi, 
dan partisipasi masyarakat. 

 

Kata kunci: Kesejahteraan Ekonomi Masyarakat, Desentralisasi Fiskal, Dana Bagi Hasil Pajak, 
Dana Desa, Alokasi Dana Desa. 

 
 

INTRODUCTION 
In the last two decades, Indonesia has undergone a significant transformation in 

governance through fiscal decentralization policies. This decentralization aims to 
strengthen regional autonomy, improve the efficiency of public services, and accelerate 
locally-based economic development (Gilley & Laochankham, 2024). One of the tangible 
manifestations of this policy is the granting of authority to village governments to manage 

financial resources independently through various fiscal transfer schemes, including 
village funds and Tax Revenue Sharing Funds (Dana Bagi Hasil Pajak/DBHP). 

The village fund, which has been allocated nationally since 2015, is a form of the 
central government’s commitment to supporting village development directly. These 
funds are sourced from the State Revenue and Expenditure Budget (Anggaran Pendapatan 

dan Belanja Negara/APBN) and are intended to finance infrastructure development, 

community empowerment, and improvement of basic services at the village level (Halim, 
2018; Parera et al., 2024). Meanwhile, the tax revenue sharing fund is part of the transfer 
income derived from central taxes, such as Land and Building Tax (Pajak Bumi dan 

Bangunan/PBB) and Income Tax (Pajak Penghasilan/PPh), which are distributed to local 

governments, including villages. These two instruments have a strategic role in 
strengthening the fiscal capacity of villages and encouraging inclusive and sustainable 
economic development. 

Murung District, as one of the administrative areas in Murung Raya Regency, Central 

Kalimantan Province, has unique geographical and socio-economic characteristics. The 
region consists of a number of villages with abundant natural resource potential, but still 
faces challenges in terms of accessibility, infrastructure, and community welfare levels 
(Rukman, 2025). In this context, the allocation of village funds and DBHP is very 
important to encourage local economic transformation, increase community income, and 
expand access to quality public services (Mardiasmo, 2019). 

However, the effectiveness of the allocation of village funds and DBHP in improving 
the economic welfare of the community does not only depend on the amount of funds 
received, but also on aspects of governance, community participation, and development 
strategies implemented by the village government (Jayadi et al., 2025). Therefore, an in-
depth empirical study is needed to assess the extent to which the allocation of funds really 
has a positive impact on indicators of community economic welfare, such as increasing 
income, reducing poverty, and growing Micro, Small, and Medium Enterprises 
(MSMEs). However, empirical studies evaluating the direct impact of Village Funds and 

DBHP on measurable welfare indicators at the village level remain limited, particularly 
in remote regions such as Murung District. Most existing research focuses on macro-level 
outcomes at the provincial or district level, leaving a knowledge gap regarding the 
effectiveness of fiscal transfers in improving income, access to basic services, and MSME 
development in rural communities (Susanti & Lestari, 2022; Nasution et al., 2025). 
Therefore, it is necessary to investigate whether village fiscal allocations have been 
effectively translated into tangible improvements in community economic welfare. 

This study aims to comprehensively analyze the effect of the allocation of village funds, 
tax revenue sharing funds, and village funds on improving the economic welfare of the 
community in Murung District. Using quantitative approaches and secondary and 
primary data analysis, the study is expected to contribute to the development of more 
effective and evidence-based fiscal policies, as well as support the achievement of the 
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Sustainable Development Goals (SDGs) at the local level. This study contributes to the 
literature by providing empirical evidence on the impact of village funds, village allocation 
funds, and tax revenue sharing funds on community economic welfare at the village level. 
By applying quantitative analysis to welfare indicators such as income, clean water access, 
and MSME growth, this research strengthens theories of fiscal decentralization and 
inclusive development. The results offer practical policy insight for improving the 
effectiveness of village financial management and optimizing fund allocation to support 
sustainable local economic development. 

 

LITERATURE REVIEW & HYPOTHESIS DEVELOPMENT 

The Effect of Village Allocation on Community Economic Welfare 
The theory of fiscal decentralization provides a framework for understanding the 

transfer of funds to villages (Bird & Vaillancourt, 1998). According to Oates (1972), 
decentralization enables local governments to respond to community needs more 
efficiently and democratically. In Indonesia, this principle is reinforced by Law Number 

6 of 2014 on Villages and Law Number 23 of 2014 on Regional Government, which 
strengthen village fiscal autonomy through the village fund and tax revenue sharing funds. 
The village fund represents a direct fiscal intervention from the central government aimed 
at supporting village development, while DBHP consists of revenue transfers from central 
taxes, such as property and income taxes, allocated to local and village governments. The 
implication is that fiscal decentralization fosters greater efficiency, participation, and 
accountability in the management of public finances at the village level (Warna et al., 
2024).  

The Theory of Public Funding Allocation, proposed by Musgrave (1959), identifies 
three primary functions of public finance: allocation, distribution, and stabilization. 
Village Funds and DBHP fall under the allocation function, which focuses on providing 
public goods and services in an efficient and equitable manner. The Village Fund, for 
instance, is utilized to finance infrastructure development, economic empowerment 
initiatives, and essential services. Meanwhile, DBHP enhances the fiscal capacity of 

villages to address community needs fairly. The implication is that targeted fiscal 
allocation can increase development efficiency and improve the welfare of rural 
communities. 

Socio-economic welfare reflects the conditions and structures that enable individuals, 
groups, or communities to meet their physical, spiritual, and social needs, thereby 
achieving a prosperous life (Rosyadi et al., 2020). It encompasses both the regulatory 
frameworks facilitating access to basic needs and the tangible conditions that allow 
communities to fulfill these needs (Priambodo et al., 2023). In rural contexts, community 
welfare can be directly influenced by fiscal policies and the allocation of public resources, 
which provide the financial means to address social and economic disparities. 

 
H1: Village allocation fund has a significant effect on community economic welfare.  
 

The Effect of Village Fund on Community Economic Welfare 

The theory of economic welfare, as articulated by Pigou (2017), emphasizes that 
government interventions through subsidies, taxes, and fiscal transfers can enhance the 
economic welfare of communities. Welfare is assessed using indicators such as income, 
consumption, access to public services, and economic participation. In this context, the 
village fund and DBHP serve as instruments of fiscal redistribution aimed at reducing 
inequality and alleviating poverty. Transfers of village funds can increase purchasing 
power, boost productivity, and improve quality of life (Marhaeni et al., 2024). The 
implication is that when public funds are managed effectively, they can act as a catalyst 
for enhancing the economic welfare of rural communities. 

Participatory development theory, as emphasized by Chambers (1994), highlights the 
crucial role of community involvement in the development process. In the context of the 
village fund, active participation of the village community in planning and 
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implementation enhances both the effectiveness and sustainability of the program. When 
village funds are managed in a participatory manner, the resulting programs are better 
aligned with local needs. Similarly, DBHP can be leveraged to strengthen village 
institutional capacity and foster local innovation. The implication is that community 
participation not only supports sustainable development but also amplifies the socio-
economic impact of fund allocation (Freitasl & da Costa, 2022). 

Village funds, sourced from the state budget and transferred through Regional Revenue 
and Expenditure Budget (Anggaran Pendapatan dan Belanja Daerah/APBD), play a pivotal 

role in financing governmental functions, village development, civil society initiatives, 
and community empowerment (Kurniawati et al., 2018). Empirical studies demonstrate 
the positive impact of these funds. Wijayanti and Taufik (2022) found that village funds 
significantly enhance social welfare, while Oksar et al. (2025) confirmed that village fund 
allocation has a positive and significant effect on community welfare. Sumarni (2020) 
emphasized that effective management of village funds enables villages to implement 
empowerment programs that increase productivity, economic capacity, and social justice, 

ultimately fostering equitable economic and democratic growth at the community level. 
 

H2: Village fund has a significant effect on community economic welfare.  
 

The Influence of Tax Sharing Fund on Community Economic Welfare 
According to the good governance theory, good governance encompasses the 

principles of transparency, accountability, participation, and effectiveness (UNDP, 2020). 
In the management of the village fund and DBHP, applying these principles is essential 
for achieving success. Transparency in the allocation and use of funds fosters public trust, 
while accountability enhances the legitimacy of village governments and promotes fiscal 
efficiency (Anthony & Govindarajan, 2007). The implication is that implementing good 
governance in the management of village funds and DBHP strengthens the impact of 
development initiatives and contributes to the overall welfare of the community. 

The effectiveness of a public program is determined by the extent to which it achieves 
its intended goals (Rossi et al., 2003). In the context of the Village Fund and DBHP, 
program effectiveness is reflected in improvements in community welfare and the 
attainment of village development indicators. Data-driven evaluations and well-being 
indicators are essential for assessing the impact of fund allocation. Furthermore, there is 
a need to integrate village planning with monitoring systems aligned with Key 
Performance Indicators (KPIs) and the Sustainable Development Goals (SDGs). The 
implication is that evidence-based program evaluation strengthens both accountability 
and the effective use of the village fund and DBHP. 

Revenue or tax-sharing funds, derived from central taxes and natural resource 
revenues, constitute another critical fiscal instrument. These include land and building 
taxes, income taxes, and royalties from forestry, mining, fisheries, and energy sectors. 
While revenue-sharing funds aim to strengthen local fiscal capacity, evidence suggests 
mixed outcomes; Mutiha (2018) reported a negative effect of DBHP on the human 
development index, indicating potential challenges in translating these funds into tangible 

improvements in living standards. Nevertheless, communities have reported direct 
benefits, particularly in addressing poverty and inequality, highlighting the potential of 
targeted fiscal transfers to influence socio-economic welfare (Widhya & Nyoman, 2021). 
 
H3: Tax sharing fund has a significant effect on community economic welfare.  
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Figure 1. Research Framework 
 

The research framework in Figure 1 is built to explain the relationship between village 
fiscal transfer instruments and community economic welfare. The model places 
community economic welfare as the dependent variable, influenced by three independent 
variables: Village Allocation Fund (Alokasi Dana Desa/ADD), Village Fund (Dana 

Desa/DD), and Tax Revenue Sharing Fund (Dana Bagi Hasil Pajak/DBHP). The first 

hypothesis (H1) proposes that the village allocation fund has a significant effect on 
community welfare, reflecting the role of Village Allocation Fund in supporting village 
governance and operational functions that enable the implementation of development 
programs. The second hypothesis (H2) states that the Village Fund significantly influences 
welfare, based on its purpose to finance infrastructure development, community 
empowerment, and local economic initiatives that directly improve household income 
and productivity. The third hypothesis (H3) argues that the tax revenue sharing fund also 
significantly contributes to welfare improvement, given its role as fiscal support to 
strengthen village budget flexibility and expand public service access.  
 

RESEARCH METHODS 
This research uses a quantitative approach with an explanatory method. The goal is to 

explain the causal relationship between fiscal variables (village fund allocation, village 

funds, and tax revenue sharing) and community economic welfare. Specifically, the 
research type is explanatory quantitative, with a deductive, theory-based, and empirical 
data approach. The goal is to test the influence and significance of fiscal variables on 
welfare indicators. 

This research was conducted in Murung Regency, Murung Raya Regency, Central 
Kalimantan. This region was selected because it has geographical and fiscal 
characteristics relevant to the research focus. The population in the study was all villages 
in Murung Regency (± 13 villages), with a sample of 150 respondents consisting of village 
officials, community leaders, and beneficiary households. The sampling technique used 
purposive sampling based on involvement in the management and utilization of Village 
Funds and DBHP. 

In this study, the research variables are grouped into 2 variables, namely the 

independent variables consisting of village fund allocation (X₁), village fund (annual 

realization (X₂), tax revenue sharing fund (X₃) and the dependent variable, namely 

community economic welfare (Y), measured through income, consumption, access to 
public services, and economic participation. Primary data was collected through semi-
structured interviews with village officials and community leaders, while secondary data 
was collected through the 2020–2024 village budget report, village fund, and DBHP 
realization data from the Office of Community and Village Empowerment (Dinas 

Pemberdayaan Masyarakat Desa/PMD) and Regional Financial and Asset Management 

Agency (Badan Pengelola Keuangan dan Aset Daerah/BPKAD) Offices, and from welfare 

statistics from BPS Murung Raya. 
Data analysis techniques were conducted through several scientific stages, including 

validity and reliability testing (Cronbach’s Alpha and item-total correlation tests), 
descriptive analysis (fund allocation profiles and community welfare conditions), and 
inferential analysis (multiple linear regression to test simultaneous and partial effects). F-

Village Allocation Fund 

Village Fund 

Tax Sharing Fund 

Economic Welfare 

H1 

H2 

H3 
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test and t-test for model significance and variable determination coefficient (R²) to 
measure the strength of the relationship. The analysis model used in this study is the 
regression model: 

 

Y   = α + β1X1 + β2X2 + β3X3 + e 
Where: 
Y  = Community economic welfare 
X1  = Village Fund Allocation 
X2  =Village Fund realization 
X3  = Tax Revenue Sharing Fund 

β1-β3 = Regression coefficient  
e  = error of terms 

 

RESULTS 
This study used 13 administrative villages in Murung Regency, Murung Raya 

Regency, Central Kalimantan as its analysis unit. Each village was analyzed based on 
fiscal data and community economic welfare indicators for five years (2020–2024). 

 
Table 1. Description of Research Data 

Indicator Range 
Highest 

Village 
Amount 

Lowest 

Village 
Amount 

Village 
Allocation 

Fund (ADD) 

IDR 540-590 

million 

Tumbang 

Nusa (2024) 

IDR 620 

million 

Muara Laung 
II & Tumbang 

Topus (2020) 

IDR 540 

million 

Village Fund 
(DD) 

IDR 1,180 – 
1,310 million 

Tumbang 
Nusa & Muara 

Laung I 

IDR 1,310 
million 

Muara Laung 
II & Tumbang 

Topus (2020) 

IDR 1,180 
million 

Tax Sharing 
Fund (DBHP) 

IDR 190-235 
million 

Tumbang 
Nusa (2024) 

IDR 235 
million 

Muara Laung 

II & Tumbang 

Topus (2020) 

IDR 190 
million 

Average 

Household 

Income 

IDR 2,750,000 
– 3,420, 000 

Tumbang 
Nusa (2024) 

IDR 3,420,000   

Access to 
Clean Water 

805-92% 

Tumbang 

Nusa & 
Tumbang 

Terusan (2024) 

92%   

Number of 
MSMEs 

27-49 units 
Tumbang 

Nusa (2024) 
49 units   

 
According to Table 1, fiscal data show that village allocation funds from the Murung 

Raya Regency Budget range from IDR 540 to 590 million per village per year, with 
Tumbang Nusa receiving the highest allocation (IDR 620 million in 2024) and Muara 
Laung II and Tumbang Topus the lowest (IDR 540 million in 2020). Village Funds (DD) 
from the State Budget range between IDR 1,180 and 1,310 million per village per year, 
with the highest allocations in Tumbang Nusa and Muara Laung I (IDR 1,310 million in 

2024) and the lowest in Muara Laung II and Tumbang Topus (IDR 1,180 million in 
2020). Tax Sharing Funds (DBHP), though smaller, range from IDR 190 to 235 million, 
with Tumbang Nusa at the top (IDR 235 million in 2024) and Muara Laung II and 
Tumbang Topus at the bottom (IDR 190 million in 2020). 

From a community welfare perspective, average household income increased steadily 
from IDR 2,750,000 in 2020 to IDR 3,420,000 in 2024, with Tumbang Nusa having the 
highest income and Muara Laung I and Tumbang Terusan recording the largest gains. 
Access to clean water rose from 80% to 92%, led by Tumbang Nusa and Tumbang 
Terusan, while the number of active MSMEs grew from 27 to 49 units, with Tumbang 
Nusa hosting the most enterprises. These trends indicate a positive correlation between 
fund allocation and improvements in village economic welfare, infrastructure, and local 
enterprise development. 
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Judging from the fund allocation profile, the average village allocation fund per village 
reaches IDR 570,000,000/year, the average village fund per village is IDR 
1,230,000,000/year, the average regional revenue sharing fund per village is IDR 
210,000,000/year, and the total fiscal allocation per village over the five years reaches 
approximately IDR 10 billion. In terms of community welfare, the average household 
income increased from IDR 2,750,000 (2020) to IDR 3,420,000 (2024). Access to clean 
water increased from 80% to 92%, and the number of active MSMEs increased from 27 
to 49. This indicates a positive trend in community welfare along with increased fund 
allocation. 

The main patterns and findings of this study indicate a positive correlation between 
the amount of village funds and increases in household income. Villages with the highest 
budget allocations tend to have better welfare outcomes. Village funds, although small, 
continue to contribute to improving basic services and economic participation. Fiscal 
trends show consistent year-over-year increases, reflecting the government’s commitment 
to village development. 

The descriptive implications of this study are that village funds and village allocation 
funds are effective fiscal instruments in promoting the welfare of village communities. 
DBHP serves as a fiscal complement that strengthens village capacity in public services. 
Strengthening governance and community participation is necessary for budget 
allocations to have an optimal impact. Therefore, this data can be used as a basis for 
inferential analysis, fiscal risk mapping, and evidence-based development planning. 

 
Table 2. Validity and Reliability Test 

Variable Correlation (r) Validity Status Cronbach’s Alpha Interpretation 

Village Allocation 

Fund (ADD) 
0.68 

Valid 0.86 High Reliability 
Village Fund 
(DD) 

0.74 

Tax Sharing Fund 

(DBHP) 
0.61 

 

The analysis of the research instruments in Table 2 shows that all tested variables are 
constructively valid. The item-total correlation values are 0.68 for Village Allocation 
Fund, 0.74 for DD, and 0.61 for DBHP, all exceeding the 0.30 threshold, indicating strong 
validity in measuring their relationship with total community welfare. The reliability of 
the instrument, assessed using Cronbach’s Alpha, is 0.86, which falls into the “high 
reliability” category. This confirms that the measurement tool is consistent and 
dependable. These results indicate that the instruments used to assess the impact of village 
fund allocations on welfare are both valid and highly reliable, providing a robust basis for 
further analysis (Nunnally & Bernstein, 1994; Ghozali, 2017; Hair et al., 2019).  
 

Table 3. Multiple Regression Test 

Variable Coefficient (β) Std. Error T-statistic Sig. (p) 

Constant 1.120 0.310 0.13 0.003 

Village Allocation Fund (ADD) 0.35 0.12 2.92 0.012 

Village Fund (DD) 0.42 0.11 3.81 0.004 

Tax Sharing Fund (DBHP) 0.31 0.13 2.67 0.021 

 
Based on the regression analysis in Table 3, the results indicate that community welfare 

is significantly influenced by the Village Allocation Fund (ADD), Village Fund 
Realization (DD), and Tax Revenue Sharing Fund (DBHP). The regression equation can 

be expressed as  Welfare = 1.120 + 0.35(ADD) + 0.42(DD) + 0.31(DBHP). The 
coefficients indicate that a one-unit increase in ADD, DD, or DBHP is associated with 
an increase in community welfare of 0.35, 0.42, and 0.31 units, respectively, assuming all 
other variables remain constant. Partial t-test shows that all three variables are statistically 
significant, with t-values of 2.92 for ADD, 3.81 for DD, and 2.67 for DBHP, and p-values 
below 0.05. This confirms that village fund allocation, its realization, and DBHP 
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meaningfully contribute to improvements in household income, access to basic services, 
and local economic empowerment. 
 

Table 4. Coefficient Determination Test and F Test 

Test Value 

R Square 0.78 

Adjusted R Square 0.75 

F Test 14.87 

Sig. (F Test) 0.000 

 
Based on Table 4, the results of the coefficient of determination and F-test indicate that 

the regression model is strong and statistically significant. An R² value of 0.78 shows that 
78% of the variation in community welfare can be explained by the combined influence 
of village allocation fund, village fund realization, and tax revenue sharing fund, while 
the remaining 22% is attributed to other factors such as governance, community 
participation, and local potential. The adjusted R² of 0.75 confirms that the model remains 

robust when accounting for the number of predictors. Additionally, the F-test result of 
14.87 with a significance of 0.000 indicates that the regression model is significant, 
meaning that together the independent variables have a meaningful impact on community 
welfare. 

 

DISCUSSION 
The multiple linear regression results show that village allocation funds, village funds, 

and tax revenue sharing funds significantly influence community economic welfare. The 
model demonstrates strong statistical support, with an F-value of 14.87 (p < 0.001) and 
each variable showing t > 2 and p < 0.05. The coefficient of determination (R² = 0.78) 
indicates that 78% of welfare variation is explained by these fiscal instruments, confirming 
high predictive accuracy. These results align with Gujarati (2003), who states that an R² 
above 0.70 indicates a robust model, and Field (2024), who emphasizes that significant t- 
and F-tests confirm real variable effects. The findings are consistent with fiscal allocation 

theory, where Musgrave (1959) argues that public funds support efficient delivery of 
essential services, while Oates (1972) highlights that fiscal decentralization improves 
responsiveness to local needs. Stiglitz (2010) reinforces that fiscal transfers should drive 
inclusive development and reduce inequality. Collectively, the results imply that 
integrating village fiscal planning with welfare indicators is crucial to ensuring optimal 
community impacts. 

The results of the regression analysis show that village allocation funds and village 
fund have a significant influence on community economic welfare. ADD demonstrates a 

positive and significant effect (β = 0.35; t = 2.92; p = 0.012), indicating that operational 
fiscal capacity at the village level contributes to improvements in economic indicators 

such as income and access to services. Village fund exhibits the strongest influence (β = 
0.42; t = 3.81; p = 0.004), confirming that the effective utilization of development and 
empowerment budgets has a direct impact on welfare outcomes. These findings reinforce 
previous empirical studies showing that village funds significantly enhance community 

welfare (Amelia, 2021; Wijayanti & Taufik, 2022; Oksar et al., 2025). They also align 
with theoretical perspectives stating that fiscal instruments should help fulfil basic public 
needs and improve socio-economic equity (Herianti & Litdia, 2022).  

The findings also indicate that tax revenue sharing funds significantly affect 

community welfare (β = 0.31; t = 2.67; p = 0.021). Although the DBHP allocation is 
smaller compared to Village Allocation Fund and Village Funds, its significance 
demonstrates that supportive fiscal transfers strengthen village capacity in non-
infrastructure expenditure and basic services. This supports Shah (2006), who emphasized 
that revenue-sharing transfers are essential in enhancing institutional quality and service 
delivery. These results provide a different perspective from Mutiha (2018) who found a 
negative effect of DBHP on the human development index, suggesting that effectiveness 
depends heavily on management quality and allocation priorities. 
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The implication of these findings is that fiscal policies at the village level must prioritize 
productive allocation and transparent governance. Village funds should be strategically 
directed toward empowerment activities, MSME development, and improvements in 
basic economic infrastructure, consistent with Chambers’ (1994) concept of participatory 
development. At the same time, DBHP should be managed with strong accountability 
principles to reinforce social networks, public services, and long-term institutional 
resilience (Sujatmoko et al., 2025). Strengthening planning, monitoring, and community 
participation will maximize the welfare impacts of fiscal decentralization (Robinson & 
Brumby, 2005). 

Welfare indicators, such as income, access to clean water, and the number of active 
MSMEs, are closely aligned with SDG targets, particularly SDG 1 (No Poverty), SDG 6 
(Clean Water and Sanitation), and SDG 8 (Decent Work and Economic Growth). These 
findings support the UNDP SDG Framework (2015), which states that public funds 
should be directed toward measurable sustainable development outcomes. Consistent 
with Wang et al. (2018), economic development must integrate social and institutional 

dimensions. Therefore, integrating Village Funds and DBHP with SDG-based 
performance indicators is essential to strengthening accountability and ensuring 
measurable improvements in community welfare. The subject of this discussion provides 
a blueprint that DD, ADD, and DBHP have been proven to have a significant effect on 
the economic welfare of the community. This result is further strengthened by fiscal, 
welfare, and participatory theories, strengthening the finding that village fiscal transfers 
are a strategic instrument of local development. Then the regression model used has high 
validity and reliability as well as strong predictive power, so that it brings policy 
implications. It is necessary to strengthen governance, community participation, and 
fiscal integration with SDGs and KPI indicators for sustainable village development. 

 

CONCLUSION 
The study concludes that village fiscal allocations through village allocation fund, 

village funds, and tax revenue sharing funds significantly contribute to improving 

economic welfare in Murung District. Multiple regression results show that 78% of the 
variance in welfare outcomes is explained by these three fiscal variables, with the Village 
Fund demonstrating the strongest effect. ADD supports institutional and governance 
capacity, while DBHP enhances budget flexibility for basic services and social programs. 
These findings align with the fiscal allocation function proposed by Musgrave, the 
decentralization efficiency principle of Oates, and the welfare and participatory 
development perspectives of Pigou, Chambers, and Sen, which emphasize localized 
decision-making and inclusive resource distribution.  

The results confirm that fiscal decentralization can effectively strengthen local 
economic structures when linked to community needs and participatory planning. Local 
and village governments should prioritize Village Funds for productive economic 
initiatives such as MSME development, agricultural innovation, and digital 
entrepreneurship. Fiscal planning must be integrated with SDGs, performance indicators, 
and transparent reporting mechanisms to enhance accountability. Strengthening 

administrative capacity, adopting digital financial systems, and implementing data-driven 
monitoring tools will further optimize the impact of public funds. However, this research 
is limited to one district and relies on cross-sectional data, which may not fully capture 
long-term welfare dynamics. The study also focuses only on economic indicators, 
excluding social and environmental dimensions of welfare. Future research should 
expand geographically to enable comparative analysis, apply longitudinal or panel 
approaches to measure sustainability effects over time, and incorporate qualitative 
methods to explore community participation and governance dynamics. Further studies 
could also evaluate additional determinants such as social capital, leadership quality, and 
digital infrastructure. 

 
 



 

Fiscal Transfers and 
Community 
Economic Welfare 

 
 
 
 

 

1838 
 

REFERENCES 

[1] Amelia, F. A. (2021). The effect of village funds, special allocation funds, revenue sharing funds on 
regional inequality in the regencies/cities of South Sumatra Province. Oblik I Finansi, 94(1), 55-61. 

[2] Anthony, R. N., & Govindarajan, V. (2007). Management control systems (12th ed.). New York: 

McGraw-Hill. 
[3] Bird, R. M., & Vaillancourt, F. (1998). Fiscal decentralization in developing countries. Cambridge: 

Cambridge University Press. 
[4] Chambers, R. (1994). Participatory rural appraisal (PRA): Analysis of experience. World Development, 

22(9), 1253–1268. 

[5] Field, A. (2024). Discovering statistics using IBM SPSS statistics. New York: Sage Publications Limited. 

[6] Freitasl, A., & da Costa, H. (2022). Enhancing community welfare: analysis of village fund 
management in the socio-economic sector. Law and Economics, 16(1), 15-29. 

[7] Ghozali, I. (2017). Aplikasi analisis multivariate dengan program IBM SPSS 23. Semarang: Universitas 

Diponegoro. 
[8] Gilley, B., & Laochankham, S. (2024). Can fiscal recentralization strengthen local government? The 

case of Thailand. International Journal of Public Administration, 47(4), 257-268. 

[9] Gujarati, D. N. (2003). Data disk to accompany basic econometrics. New York: McGraw-Hill. 

[10] Hair, J. F., Black, W. C., Babin, B. J., Anderson, R. E., & Tatham, R. L. (2019). Multivariate data 

analysis. Hampshire: Cengage Learning. 

[11] Halim, A. (2018). Manajemen keuangan daerah. Jakarta: Salemba Empat. 

[12] Herianti, E., & Litdia, L. (2022). The role of village fund allocation (ADD) in improving community 
welfare through village potential. Jurnal Tata Kelola dan Akuntabilitas Keuangan Negara, 8(1), 99-115. 

[13] Jayadi, J., Setiawati, S., & Sutarti, S. (2025). The influence of village officials, community 
participation, and educational background of village heads on accountability of village fund 
management with leadership style as a variable of moderation. Jurnal Ilmiah Manajemen 

Kesatuan, 13(1), 367–398. 

[14] Kurniawati, S., Djayusman, R. R., & Nugraha, A. L. (2018). The influence of village fund towards 
achievement of society’s welfare at Wukirsari Village, Yogyakarta. Falah: Jurnal Ekonomi Syariah, 3(1), 

39-52. 
[15] Mardiasmo. (2019). Akuntansi sektor publik. Yogyakarta: Andi Publisher. 

[16] Marhaeni, A. A. I. N., Sudibia, I. K., Andika, G., & Fahlevi, M. (2024). Impacts of village funding 
on community empowerment and poverty in Klungkung, Bali. International Journal of Sustainable 

Development and Planning, 19(3), 981-990. 

[17] Musgrave, R. A., & Musgrave, R. A. (1959). The theory of public finance: A study in public economy (Vol. 

658). New York: McGraw-Hill. 
[18] Mutiha, A. H. (2018). The effect of regional own-source revenue, tax revenue-sharing fund, general 

allocation fund and special allocation fund to the human development index (based on the study of 
provincial government in Indonesia). KnE Social Sciences, 2(1), 609-624. 

[19] Nasution, D. A. D., Muda, I., & Barus, M. D. B. (2025). Utilization of village funds based on good 
governance as a formulation of community welfare. Jurnal Ilmiah Akuntansi Kesatuan, 13(4), 973–984. 

[20] Oates, W. E. (1972). Fiscal federalism. New York: Harcourt Brace Jovanovich. 

[21] Oksar, M., & Fatmala, W. (2025). Village fund allocation in improving community 
welfare. International Journal of Multidisciplinary Learners, 1(3), 175-181. 

[22] Parera, V., Silooy, R. W., & Usmany, A. E. M. (2024). Evaluation of village fund allocation 
management. Jurnal Ilmiah Akuntansi Kesatuan, 12(5), 705–712. 

[23] Pigou, A. (2017). The economics of welfare. New Jersey: Routledge. 

[24] Priambodo, M. P., Abbas, M. H. I., & Prastiwi, L. F. (2023). Optimizing the socio-economic welfare 
aspect of communities in rural tourism areas by developing the potencies of indigenous creative 
economy. E3S Web of Conferences, 444(1), 31-44.  

[25] Robinson, M., & Brumby, J. (2005). Does performance budgeting work?. IMF Working Paper, 1(2), 1-

13.  
[26] Rossi, P. H., Lipsey, M. W., & Freeman, H. E. (2003). Evaluation: A systematic approach. New York: 

Sage Publications. 
[27] Rosyadi, S., Kusuma, A. S., Fitrah, E., Haryanto, A., & Adawiyah, W. (2020). The multi-

stakeholder’s role in an integrated mentoring model for SMEs in the creative economy sector. SAGE 

Open, 10(4), 215-227.  

[28] Rukman, R. (2025). Utilization of village funds for community development in Murung Raya Village, 
South Banjarmasin District. Aktiva Journal, 3(1), 49–61. 

[29] Schick, A. (1998). Why most developing countries should not try New Zealand Reforms. Washington DC: 

World Bank Research Observer. 
[30] Sen, A. (1999). Development as freedom. In The Politics of Africa: Dependence and Development. Oxford: 

Oxford University. 
[31] Shah, A. (2006). Fiscal decentralization and macroeconomic management. International Tax and Public 

Finance, 13(4), 437–462. 



 

Fiscal Transfers and 
Community 

Economic Welfare 

 
 
 
 
 

1839 
 

[32] Stiglitz, J. E. (2010). Freefall: America, free markets, and the sinking of the world economy. New York: WW 

Norton & Company. 
[33] Sujatmoko, T., Suharsono, R. S., & Sanosra, A. (2025). Village funds, capital expenditures, and tax 

sharing in infrastructure development: dana desa, belanja modal, dan pembagian pajak dalam 
pembangunan infrastruktur. Academia Open, 10(2), 10-22.  

[34] Sumarni, M. (2020). Pengaruh pengelolaan alokasi dana desa terhadap Peningkatkan kesejahteraan 
masyarakat. J-EBIS (Jurnal Ekonomi dan Bisnis Islam), 1(2) 77-90. 

[35] Susanti, R. A. D., & Lestari, A. W. (2022). Accountability of village fund allocation management in 
Landungsari village, Dau district, Malang Regency. JBMP (Jurnal Bisnis, Manajemen dan 

Perbankan), 8(1), 40-50. 

[36] UNDP. (2020). Governance. United Nations Development Program. Retrieved on September 1, 2025, 

from 

https://www.undp.org/sites/g/files/zskgke326/files/publications/PDNA_Governance_FINAL.pd
f 

[37] Wang, J., Wei, X., & Guo, Q. (2018). A three-dimensional evaluation model for regional carrying 
capacity of ecological environment to social economic development: Model development and a case 
study in China. Ecological Indicators, 89(1) 348–355. 

[38] Warna, W., Hamzani, U., & Rusmita, S. (2024). Accountability and transparency of village fund 
budget management. Jurnal Ilmiah Manajemen Kesatuan, 12(5), 1821–1830. 

[39] Widhya, A. I. N., & Nyoman, Y. N. (2021). The impact of village funding on economic growth and 
community welfare. Eurasia: Economics & Business, 4(46), 17-27.  

[40] Wijayanti, R., & Taufik, N. I. (2022). The role of village funds to improve community welfare: A 
study in West Bandung Regency. International Journal of Entrepreneurship and Business Development 

(IJEBD), 5(1), 155-163. 

 

 

  



 

Fiscal Transfers and 
Community 
Economic Welfare 

 
 
 
 

 

1840 
 

 


