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Published: 15 September 2024 period. Village development is measured using the Village Development
2026 Index, while the independent variables consist of the village budget, including
the Village Fund and Village Fund Allocation, and the number of households.
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capture variations across villages and over time. Descriptive statistics, classical
assumption tests, and panel model selection tests, including the Chow, Hausman,
and Breusch—Pagan Lagrange Multiplier tests, are applied. Hypotheses are
tested using the t-test, F-test, and coefficient of determination. The results show
that the village budget has a positive and significant effect on village
development, with a coefficient of 0.086132 and a probability value of 0.0021.
The number of households also has a positive and significant effect, with a
coefficient 0f 0.153190 and a probability value of 0.0028. Simultaneously, both
variables significantly affect village development, as indicated by an F-statistic of 14.80153 and a probability value
of 0.000046. The Village Development Index increased from 0.569 in 2020 to 0.710 in 2024, indicating positive
development progress. These findings confirm that fiscal capacity and household demographics jointly play an
important role in improving village development. Effective, transparent, accountable, and responsive budget
management is therefore essential to support infrastructure, public services, economic empowerment, and sustainable
village progress.

INTRODUCTION

Village development is a multidimensional process encompassing economic improvement,
basic services, infrastructure, social resilience, environmental quality, governance, and community
welfare. Within Indonesia’s fiscal decentralization framework, the Village Revenue and
Expenditure Budget (APBDes), Village Fund, Village Fund Allocation, and Village-Generated
Revenue serve as important instruments for financing development, community empowerment,
social protection, and local economic development. However, an increase in the village budget
does not automatically lead to improved village development because its effectiveness is
influenced by expenditure composition, institutional capacity, geographical conditions, population
characteristics, and governance quality.
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Kharisma et al., (2021) found that the Village Fund Allocation and the number of households
had positive effects on the Village Development Index, whereas the Village Fund and geographical
difficulty had negative effects. These findings indicate that the village budget and household
characteristics are important determinants of village development. Nevertheless, the negative
effect of the Village Fund may reflect an affirmative allocation mechanism, whereby villages with
lower levels of development receive larger transfers. Empirical evidence concerning the impact of
the Village Fund remains mixed. Hilmawan et al., (2023) identified a positive relationship between
the Village Fund and village development using an ordinary least squares analysis. However, their
difference-in-differences analysis did not demonstrate that regions receiving larger funds
experienced faster development. They also found that Village-Generated Revenue had a more
consistent contribution to village development. This suggests that the quality of village revenue
and expenditure management may be more important than the amount of fiscal transfers alone.

The composition of the village budget also determines development outcomes. Agusta &
Khoirunurrofik (2024) found that expenditure on village development implementation was the
most consistent component in reducing the number of low-income households. Yusuf &
Khoirunurrofik (2022) similarly emphasized the importance of examining the orientation of
Village Fund utilization at the village level. Therefore, the village budget should be analyzed in
terms of its amount, realization, and expenditure priorities. The village budget may also influence
development through local economic institutions and employment creation. Arifin et al., (2020)
explained that the Village Fund encouraged the establishment of village-owned enterprises, but
this increase did not consistently generate employment opportunities. Wasudewa & Iskandar
(2023) found that the economic effects of the Village Fund depended on the ability of regional and
village governments to direct the funds toward productive activities. Arham & Payu (2019) and
Ernawati et al., (2021) indicated that the Village Fund could reduce poverty and support job
creation, although its benefits were not always distributed equally.

Regarding income distribution, Mudzakir (2025), Salsabila & Arcana (2024), and Martak et
al., (2018) showed that the Village Fund has the potential to reduce inequality and improve welfare,
although the magnitude of its effects is relatively small and varies across regions. These findings
confirm that village development should not be assessed only through average economic growth,
but also through the distribution of benefits among households.

Households represent an important channel through which village fiscal policies affect
development outcomes. Sutisna & Qibthiyyah (2023), Aulia et al., (2025), and Rammohan &
Tohari (2023) found that village-level transfers could increase household consumption, improve
food expenditure, and reduce the probability of poverty. However, the present study uses the
number of households as its principal household-related variable. The number of households may
represent labor potential, the basis of community participation, and demand for village facilities.
At the same time, a larger number of households may increase the burden of public service
provision and village fiscal needs.
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Other studies explain that households’ ability to benefit from development is influenced by
their socioeconomic conditions. Paskual et al., (2022) showed that the expenditure structure of
poor households reflects limitations in meeting basic needs. Ikhsan & Amri (2022) found that
electrification could reduce poverty and increase household non-food expenditure. Sudaryanto et
al., (2023) highlighted the importance of rural economic diversification, while Fahmi & Sari
(2020) found that digitalization increased income and well-being, although the greatest benefits
were received by households with the skills and access required to capture new economic
opportunities. The effectiveness of the village budget is also determined by program alignment,
governance, and local power relations. Permatasari et al., (2021) emphasized the importance of
aligning Village Fund utilization with sustainable development objectives. Sidik & Habibi (2024)
demonstrated that the benefits of the Village Fund were not always proportionally received by
poor groups. Ginting et al., (2024) highlighted the importance of village officials’ capacity,
community participation, subdistrict-level assistance, accountability, and risk mitigation in village
budget management.

Based on a number of findings in the research, there are four major research gaps can be
identified. First, previous findings regarding the effect of village budgets remain inconsistent,
showing positive, negative, insignificant, or indirect effects. Second, many studies use provincial-
or district-level data, which may conceal variations among villages. Third, the number of
households, both as a potential development resource and as a source of public service demand,
has rarely been examined jointly with the village budget. Fourth, empirical evidence from the
archipelagic regions of Eastern Indonesia, particularly North Maluku, remains limited.

Therefore, research in South Weda District is necessary to examine the effect of the village
government budget on village development, the effect of the number of households on village
development, and the simultaneous effect of both variables. By using the village as the unit of
analysis, this study is expected to provide context-specific evidence regarding budget effectiveness
and the role of household scale in the development of an archipelagic region.

METHODE

This study employs a quantitative approach using a panel data regression design. Panel data
are selected because they combine time-series and cross-sectional dimensions, allowing the
analysis to capture changes in village development over time while accounting for differences in
the characteristics of each village. The dependent variable is village development, measured using
the Village Development Index. The main independent variables are the village government
budget and the number of households. The general model is expressed as:

Yie = a + B1Xqit + BoXoie + Ui + &3¢
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where Y;; represents village development, X;;; represents the village government budget,
X, represents the number of households, u; represents village-specific effects, and ¢;; is the error
term.

The analysis is conducted in four main stages. First, descriptive statistics are used to
summarize the minimum, maximum, mean, and standard deviation of each variable. This analysis
helps identify the distribution patterns and general characteristics of the data. Second, classical
assumption tests are conducted, including: a). a residual normality test using the Kolmogorov—
Smirnov test; b). a multicollinearity test using tolerance and variance inflation factor values; c). a
heteroscedasticity test using the Glejser test; and d). an autocorrelation test using the Durbin—
Watson statistic. These tests are intended to ensure that the regression model satisfies the relevant
statistical assumptions and produces reliable estimates. Third, the most appropriate panel
regression model is selected. The Chow test is used to choose between the Common Effect Model
and the Fixed Effect Model. The Hausman test is used to choose between the Fixed Effect Model
and the Random Effect Model. The Breusch—Pagan Lagrange Multiplier test is used to choose
between the Common Effect Model and the Random Effect Model. The model selected through
these tests is then used for the final estimation. Fourth, the hypotheses are tested using: a). the t-
test to examine the partial effects of the village government budget and the number of households;
b). the F-test to examine their simultaneous effect; and c). the coefficient of determination to assess
how much of the variation in village development is explained by the independent variables. These
analytical procedures are used to determine the effects of the village government budget and the
number of households on village development in South Weda District.

RESULT AND DISCUSSION
1. The Effect of the Village Budget on Village Development in South Weda District

The results of this study indicate that the village budget, consisting of the Village Fund and
the Village Fund Allocation, has a positive and significant effect on village development in South
Weda District. This is demonstrated by the results of the (t)-test, which produced a coefficient of
0.086132 with a probability value of 0.0021, which is lower than 0.05. Therefore, it can be
concluded that every increase in the village budget contributes to an increase in the Village
Development Index (VDI). This finding is also supported by the results of the (F)-test, which show
that the independent variables simultaneously have a significant effect on village development.
Thus, the village budget is an important instrument for promoting physical, social, and economic
development in the villages of South Weda District.

The increase in the Village Fund and Village Fund Allocation during the 2020-2024 period
provided village governments with greater fiscal space to implement priority programs. Budget
realization was directed toward the development of basic infrastructure, including roads, bridges,
clean-water facilities, educational facilities, and healthcare services. A portion of the budget was
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also allocated to community empowerment activities, such as skills training, strengthening village-
owned enterprises, and supporting community microenterprises. The impact of this budget
utilization is reflected in the upward trend of the Village Development Index in South Weda
District, which increased from 0.569 in 2020 to 0.710 in 2024. This indicates positive progress,
although the rate of improvement varied from year to year.

These results reinforce the findings of previous research by Bakti Kharisma et al. (2021),
which stated that the village budget has a significant effect on village development status. This
means that an increase in village fund allocations strengthens the capacity of villages to manage
development independently. Nevertheless, budget effectiveness is highly dependent on village
financial governance. Transparency, accountability, and community participation in budget
planning and oversight are essential to ensure that budget utilization produces the greatest possible
development benefits.

Accordingly, the village budget plays a strategic role in accelerating village development in
South Weda District. An increase in village funding that is properly managed not only promotes
infrastructure development and improves basic services but also strengthens the economic
independence of rural communities. This is consistent with the objectives of Law Number 6 of
2014 concerning Villages, namely to create advanced, independent, and prosperous villages
through transparent, participatory, and accountable village financial governance.

2. The Effect of the Number of Village Households on Village Development in South Weda
District

The results of this study show that the number of households has a positive and significant
effect on village development in South Weda District. This is demonstrated by the results of the
(t)-test, which produced a coefficient of 0.153190 with a probability value of 0.0028, which is
lower than 0.05. It can therefore be concluded that an increase in the number of households makes
a significant contribution to improving the Village Development Index. In other words, the greater
the number of households in a village, the greater the demand and pressure on basic services,
infrastructure, and local economic activities. This situation ultimately encourages village
governments to accelerate development.

Based on the available data, the number of households in South Weda District increased
from 1,269 in 2020 to 1,683 in 2024. This growth indicates strong socioeconomic dynamics in the
study area. The increase in the number of households directly raises demand for public facilities,
including education, healthcare, clean water, electricity, roads, and transportation infrastructure.
These pressures require village governments to respond more effectively in formulating
development programs, both in the provision of basic services and in strengthening the local
economy.
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This finding is consistent with the development theory proposed by Todaro and Smith
(2015), which states that growth in the number of households increases demand for basic facilities.
This may place pressure on village finances while simultaneously encouraging the acceleration of
development. Households are not only beneficiaries of development but also important actors in
supporting village economic activities. Productive households engaged in small businesses,
agriculture, fisheries, or home industries contribute directly to local economic growth and Village-
Generated Revenue. Conversely, when most households are poor, the fiscal burden on the village
increases because of the greater need for social assistance and subsidies for basic services.

In the context of South Weda District, the increase in the number of households has
contributed to village development, as reflected in the rise in the Village Development Index from
0.569 in 2020 to 0.710 in 2024. This indicates that household growth has made a positive
contribution to development, particularly through increased community participation in productive
economic activities and village development planning.

The number of households and the village budget are closely related in determining the
direction of development. An increasing number of households raises the demand for basic
services, including infrastructure, education, healthcare, and community empowerment programs.
This condition requires villages to allocate larger budgets to meet these needs. Conversely, the size
of the village budget determines the village government’s ability to provide facilities and services
that improve household quality of life.

When the budget is managed effectively and allocated appropriately, household growth can
be transformed into a productive labor force that supports village economic activities. However,
when the village budget is insufficient to keep pace with household growth, social problems may
emerge, including unemployment, limited access to public services, and welfare inequality.
Therefore, the relationship between the number of households and the village budget is reciprocal:
household growth increases budgetary needs, while the quality of budget management determines
the extent to which such growth can be accommodated to support village development.

It can therefore be concluded that growth in the number of households has a significant effect
on village development in South Weda District. This result confirms that households constitute a
strategic factor in village development, both as a driver of demand for public services and as a
principal actor in local economic activities. Strengthening household capacity through
improvements in human resources, access to education, and economic empowerment is therefore
essential to ensure that household growth makes an optimal contribution to village development
and independence.

3. The Simultaneous Effect of the Village Budget and the Number of Households on Village
Development in South Weda District
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The results of this study indicate that the village budget and the number of households
simultaneously have a significant effect on village development in South Weda District. This is
demonstrated by the (F)-test, which produced an (F)-statistic of 14.80153 with a probability value
of 0.000046, which is lower than 0.05. The regression model can therefore be considered
statistically significant. This means that the village budget and the number of households jointly
make a significant contribution to improving the Village Development Index in South Weda
District during the 2020—2024 period.

The combination of a growing village budget and an increasing number of households
creates complementary development dynamics. On the one hand, an increase in the village budget
provides village governments with greater fiscal capacity to finance infrastructure, public services,
and community economic empowerment. On the other hand, household growth generates
increasingly complex demands for basic facilities, including education, healthcare, electricity,
clean water, and employment opportunities. These pressures encourage village governments to use
their budgets more effectively and responsively so that village development can keep pace with
demographic growth.

This finding is consistent with the research of Bakti Kharisma et al. (2021), which stated that
village budgets and village households significantly affect village development, while other
factors, such as geographical difficulty, do not always produce the same effect. This demonstrates
that village financial capacity and household demographics are key factors in determining the
direction of development at the village level. In the context of South Weda District, the
simultaneous effect of these two variables is reflected in the relatively consistent increase in the
Village Development Index from 0.569 in 2020 to 0.710 in 2024. This improvement was
influenced not only by the increase in village budget allocations but also by the growing number
of households, which accelerated social and economic development. It can therefore be
emphasized that the village budget and the number of households jointly play a highly strategic
role in accelerating village development toward greater independence, advancement, and
prosperity.

CONCLUSSION

The findings show that the village budget and the number of households significantly
influence village development in South Weda District during 2020-2024. The village budget,
consisting of the Village Fund and the Village Fund Allocation, has a positive effect on
development because greater fiscal capacity allows village governments to finance infrastructure,
basic services, community empowerment, and local economic activities. These expenditures
contribute to improvements in the Village Development Index.

The number of households also has a positive and significant effect. Household growth
increases demand for education, healthcare, infrastructure, employment, and other public services.
At the same time, it expands the potential labor force, community participation, and local economic
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activity. Households therefore serve not only as beneficiaries of development but also as active
contributors to village progress.

Simultaneously, the village budget and the number of households significantly affect village
development. This indicates that fiscal capacity and household demographics are closely
connected. A growing number of households requires larger and more responsive budget
allocations, while effective budget management determines whether demographic growth can be
transformed into productive participation and improved welfare.

The increase in the Village Development Index from 0.569 in 2020 to 0.710 in 2024 reflects
positive progress in South Weda District. However, the effectiveness of village budgets depends
on transparent, accountable, participatory, and well-targeted management. Village governments
should therefore improve budget planning, prioritize basic infrastructure and productive economic
programs, strengthen public services, and enhance household capacity through education, skills
development, and economic empowerment to achieve more advanced, independent, and
prosperous villages.
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