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1. INTRODUCTION

Village economic development is a strategic priority for realizing the welfare of the
Indonesian people. North Lombok Regency faces structural challenges such as limited access
to capital, suboptimal MSME capacity, and development disparities between village areas.
Village-Owned Enterprises (BUMDes) are a strategic instrument for boosting the village
economy, as mandated by Law Number 6 of 2014 concerning Villages. Village-Owned
Enterprises (BUMDes) are business entities whose capital is wholly or largely owned by the
village, managing assets, services, and other businesses for the welfare of the village
community.

MSMEs are the backbone of the village economy, absorbing a significant portion of
the local workforce. Thousands of MSMEs in North Lombok Regency are dominated by the
food, agriculture, crafts, and trade sectors. Mahfuz (2022) found that halal labeling, product
quality, and price simultaneously significantly influence sales levels of coffee MSMEs in
North Lombok. Despite their significant potential, MSME:s still face classic obstacles such
as limited capital, low human resource quality, limited market access, and minimal adoption
of technology and digitalization.

Integration between BUMDes and MSMEs is a crucial strategy for building an
inclusive economic ecosystem. BUMDes can act as capital facilitators, providers of
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production and marketing facilities, and capacity builders for MSMEs. Conversely, MSMEs
can become BUMDes business partners, strengthening the village economic value chain.
Previous research has examined BUMDes and MSMEs separately; studies specifically
analyzing the integration model of the two in the context of North Lombok are still very
limited. This study addresses this gap by asking three main questions: (1) What is the role of
BUMDes in strengthening MSMEs in North Lombok? (2) What is an effective BUMDes-
MSME integration model? and (3) What are the supporting and inhibiting factors for
integration?

2. LIBRARY REVIEW
2.1 BUMDes as a Driving Force for the Village Economy
BUMDes (Village-Owned Enterprises) are village business entities that
function as both social institutions and commercial institutions. Six BUMDes
management principles must be consistently implemented: cooperative, participatory,
emancipatory, transparent, accountable, and sustainable. The application of good
governance principles has been proven to improve BUMDes performance and
contribute to achieving the Village SDGs. In terms of financial management, BUMDes
are required to prepare financial reports based on SAK ETAP. However, Arafah et al.
(2022) found that many BUMDes are not yet in accordance with SAK ETAP due to
managers' limited accounting knowledge, indicating the need for more intensive
technical assistance.
2.2 MSMEs and Their Development Challenges
MSMEs are business entities that support the Indonesian economy at the
grassroots level. The main challenges faced by MSMEs include limited access to
capital, low human resource and managerial capacity, limited market access, minimal
adoption of digital technology, and suboptimal financial management. These obstacles
can be overcome through strategic integration with Village-Owned Enterprises
(BUMDes), which have stronger institutional capacity. In the digital era, Raharja et al.
(2024) demonstrated that innovative digital-based marketing strategies significantly
improve organizational performance and expand the MSME market.
2.3 Inclusive Economic Ecosystem
The concept of an inclusive economic ecosystem refers to an economic system
that actively creates conditions for all levels of society, including vulnerable groups, to
participate and enjoy the benefits of economic growth equitably. In the village context,
economic inclusivity is realized through providing equitable access to capital,
developing community economic capacity, and equitable distribution of benefits. Tasia
et al. (2023) found that village-owned enterprise (BUMDes) governance literacy
significantly contributed to increasing the potential for achieving the Village SDGs,
with BUMDes Bahtera Mandiri successfully achieving nine of the eighteen village
SDGs.

3. RESEARCH METHODS

This research uses a qualitative approach with a case study design to deeply
understand the dynamics of BUMDes and MSME integration in building an inclusive
economic ecosystem in North Lombok. The research was conducted purposively in three
villages: (1) Jenggala Village with BUMDes Bahtera Mandiri (TPS3R business unit, Tiu
Bangket Pond tourism, and agricultural clinic); (2) Santong Village with BUMDes Santong
Jaya (waserda, MSME marketing, digital information system); and (3) Batu Tojah Village
with BUMDes Batu Batuah (plantations, rentals, BRI Link services).
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The research informants consisted of 32 people, including village heads (3), directors
and administrators of BUMDes (9), MSME partners of BUMDes (15), representatives of the
Cooperatives and MSMEs Office (2), and community leaders and village facilitators (3). Data
were collected through in-depth semi-structured interviews, participant observation, and
documentation studies. Data analysis used the interactive model of Miles, Huberman, and
Saldafia (2020) through three stages: data reduction, data presentation, and conclusion
drawing/verification. Data validity was ensured through source triangulation, method
triangulation, member checking, peer debriefing, and Focus Group Discussion (FGD).

4. RESULTS AND DISCUSSION
4.1 The Role of BUMDes in Strengthening MSMEs in North Lombok

The research results show that BUMDes in North Lombok fulfill four strategic
roles: First, facilitating access to capital. BUMDes Bahtera Mandiri and BUMDes Batu
Batuah provide financing services with more flexible schemes than formal financial
institutions. BUMDes Batu Batuah recorded Rp 236,240,803 in business capital in 2022,
with a profit growth of 36.10%, demonstrating BUMDes' ability to act as village financial
intermediaries.

Second, product marketing and distribution support. BUMDes Santong Jaya
developed a website-based information system that enables MSMEs to market their
products digitally, resulting in an increase in digital literacy from 15.60% to 45.00% at
the 'know' level. Third, human resource capacity development through training,
mentoring, and facilitation of business legality. The NIB program, facilitated by
BUMDes Santong, successfully assisted 109 business owners from 12 hamlets in
obtaining business legality. Fourth, strengthening governance and accountability, where
transparent financial reports build trust among MSMEs in BUMDes.

4.2 Effective BUMDes-UMKM Integration Model

Three models of BUMDes-MSME integration have been identified in North
Lombok. Model 1: Direct Partnership Model, implemented by BUMDes Bahtera Mandiri
in Jenggala Village. The BUMDes provides working capital, production facilities, and
market access, while the MSMEs provide local labor and expertise. This model creates
jobs and allocates 5% of BUMDes revenue to the education sector.

Model 2: Product Clustering Model, developed in Santong Village. The Santong
Jaya Village-Owned Enterprise (BUMDes) clusters MSME and farmer group products
based on commodity type through a digital platform and an integrated information
system. This model effectively increases the competitiveness of local products. Model 3:
Village Digital Economy Model is an evolution of the two previous models, integrating
the BUMDes management information system with an e-commerce platform and digital
financial services. The three models complement each other in forming a comprehensive,
inclusive economic ecosystem.

4.3 Supporting and Inhibiting Factors of Integration

Supporting factors for BUMDes-MSME integration include: (1) transparent and

accountable BUMDes governance; (2) active community participation in planning and
decision-making; (3) local government support through technical assistance and
regulations; (4) availability of information technology infrastructure; and (5) social
capital in the form of a tradition of cooperation. Inhibiting factors include: (1) limited
human resources in the fields of accounting and financial management; (2) a suboptimal
BUMDes financial information system; (3) limited capital; (4) fragmentation of
programs between institutions; and (5) low digital literacy of MSME actors in remote
areas.

4.4 Strategy for Strengthening the Inclusive Economic Ecosystem
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Five strategies for strengthening the inclusive economic ecosystem have been
formulated. Strategy 1: Strengthening the governance and institutional capacity of
village-owned enterprises (BUMDes) through ongoing training on financial
management and social entrepreneurship, as well as implementing a digital accounting
system in accordance with SAK ETAP. Strategy 2: Developing an integrated digital
platform that connects village-owned enterprises (BUMDes), MSMEs, consumers, and
financial institutions with product management features, digital payments, and real-
time financial reporting.

Strategy 3: Inclusive Financing Scheme specifically designed for the needs of
MSMEs from micro to medium scale, taking into account the local production cycle.
Strategy 4: Clustering and Standardization of Local Products through halal labeling,
product certification, and branding to increase added value and wider market access.
Strategy 5: Strengthening Multi-Stakeholder Networks through a collaborative forum
of BUMDes, local governments, universities, financial institutions, and the private
sector as a platform for knowledge sharing and resource mobilization.

5. CONCLUSION

This research yields three main conclusions. First, Village-Owned Enterprises
(BUMDes) in North Lombok have played a strategic role in strengthening MSMESs through
capital facilitation, marketing support, human resource development, and governance
enhancement. Their effectiveness increases when BUMDes consistently implement good
governance principles.

Second, there are three models for BUMDes-MSME integration: the direct
partnership model, the product clustering model, and the village economic digitalization
model. These three models complement each other in forming a comprehensive, inclusive
economic ecosystem, with the village economic digitalization model showing the most
promising prospects for program sustainability and scalability.

Third, key supporting factors include transparent village-owned enterprise
(BUMDes) governance, community participation, government support, technological
infrastructure, and social capital. The main obstacles are limited accounting human resources,
suboptimal information systems, and limited capital. The study recommends five strategies
for strengthening the ecosystem: strengthening village-owned enterprise (BUMDes)
governance, integrated digital platforms, inclusive financing schemes, local product
clustering, and multi-stakeholder networks. The synergistic implementation of these
strategies is expected to create an inclusive economic ecosystem that significantly contributes
to achieving the Village SDGs in North Lombok Regency.
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