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Abstract

"Village-Owned Enterprises (BUMDes) are institutional instruments designed to strengthen the village economy
through community participation and the utilization of local social capital. However, practices in various regions
indicate that not all BUMDes can develop sustainably. This study aims to analyze the role of community
participation and social capital in BUMDes development in Bintan Regency. The central research question this
study addresses is: How do community participation and social capital interact to shape the performance and
sustainability of BUMDes in coastal villages? This research used a qualitative approach with a case study design.
Data was obtained through in-depth interviews, field observations, and documentation studies with BUMDes
managers, village government officials, and village facilitators. The results indicate that the level of community
participation in BUMDes planning and management remains largely symbolic. Social capital in the form of trust,
social networks, and norms of cooperation has not been fully capitalized on as productive economic strength.
Weak institutional capacity and limited regulatory support also weaken the function of participation and social
capital in driving BUMDes business performance. This study adds to existing BUMDes research by exploring the
dynamics of coastal social capital and the institutionalization of community participation in the context of village
governance. This study confirms that the success of BUMDes development is determined not only by
managerial aspects, but also by the quality of community participation and the strength of social capital
formally institutionalized in village governance."
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INTRODUCTION

Village development in Indonesia has undergone a significant paradigm shift since the
enactment of Law Number 6 of 2014 concerning Villages. This regulation positions villages as
development entities with the authority to independently manage their local economic potential,
assets, and resources. Within this framework, Village-Owned Enterprises (BUMDes) are positioned
as a strategic instrument for promoting village economic independence through business
management grounded in local potential and community participation (Nugroho, 2024; Sari &
Nugroho, 2022).

Empirically, the development of Village-Owned Enterprises (BUMDes) in Indonesia shows a
significant upward trend in terms of the number of institutions. However, various SINTA 2 studies
reveal that this quantitative growth has not fully aligned with improvements in the quality of
business performance and their contribution to the welfare of village communities. (Sani, 2023)
found that most BUMDes remain in the "growing" and "developing" categories, with unstable
business performance and a high dependence on village government support. Similar findings were
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also reported by Indiani (2024), who emphasized that the success of BUMDes is significantly
influenced by the quality of governance, regulatory certainty, and institutional support from local
governments.

BUMDes, as a village economic institution, cannot be separated from the dimension of
community participation. Participation is a key prerequisite for the sustainability of collective
enterprises because it fosters a sense of ownership, strengthens social legitimacy, and increases
shared responsibility in the management of village business units (Neta, 2024). However, various
studies indicate that community participation in BUMDes management in many regions remains
symbolic and has not yet reached the level of strategic decision-making (P. Nugroho, 2024;
Sudirman, 2021).

In addition to participation, social capital is also a key factor in strengthening Village-Owned
Enterprises (BUMDes) (Rahayu et al., 2024). Social capital, encompassing trust, social networks,
and norms of cooperation, is believed to strengthen economic cooperation, reduce transaction
costs, and increase the resilience of village business institutions (Prakoso, 2025; Satoto, 2024).
However, in practice, social capital in many villages has not been fully converted into productive
economic strength that supports the sustainability of BUMDes. The loss of public trust due to weak
management transparency is one of the causes of the weakening function of social capital in
BUMDes (Hakim, 2024).

In Bintan Regency, this situation is quite evident. Despite this region's significant economic
potential, particularly in the coastal tourism sector, some BUMDes have not been able to develop
their business units optimally. Community participation in business planning and supervision
remains limited, while the utilization of social networks and village economic partnerships has not
been systematically developed (Harinurdin et al., 2025). This phenomenon indicates that BUMDes'
problems lie not only in managerial aspects, but also in the weak social base that supports village
business institutions.

Previous research at the national level has focused more on governance, managerial capacity,
and local government support as determinants of BUMDes performance (N. Fitriyani & Pratiwi,
2021; Sari & Nugroho, 2022). Meanwhile, studies specifically integrating community participation
and social capital as key determinants of BUMDes development, particularly in the context of
coastal villages in Bintan Regency is still relatively limited. Therefore, this research is crucial in filling
this gap. Based on this background, the core problem this study addresses is the limited
understanding of how community participation and social capital affect the development and
performance of Village-Owned. Enterprises (BUMDes) in coastal villages, especially in Bintan
Regency. Specifically, this study aims to examine how the interaction between community
participation and social capital shapes the performance of BUMDes in coastal villages. The results
are expected to provide empirical contributions to strengthening community-empowerment-based
BUMDes development policies and serve as a reference for village and regional governments in
designing strategies to strengthen village economic institutions that are more participatory and
sustainable.

Literature Review And Research Focus
Community Participation in Village Development

Community participation is a key concept in the community-based development approach.
Participation is not only defined as the physical involvement of the community in development
activities, but also encompasses involvement in decision-making, planning, implementation, and
policy oversight (Neta, 2024). In the context of village government, participation is a key indicator
of the quality of local democracy and inclusive governance.
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(Della Margaretha & Mahrawa, 2025), In his study on Village-Owned Enterprise (BUMDes)
governance, he explains that substantive community participation can increase the legitimacy of
BUMDes institutions and strengthen residents' sense of ownership of village business units.
Conversely, symbolic participation, merely a formality in village deliberations, tends not to have a
significant impact on BUMDes' performance. (T. P. Nugroho et al., 2024) also emphasized that low
community involvement in village business planning and evaluation results in BUMDes operating in
an elitist manner and being unresponsive to community needs.

From a local public policy perspective, Fitriani et al. (2024) demonstrated that the success of
village-owned enterprise (BUMDes) governance is significantly influenced by the extent to which
the village government fosters participation in strategic decision-making. BUMDes managed in a
participatory manner tend to have greater transparency, stronger social support, and a lower risk
of conflict. This finding aligns with Pamuji et al. (2017), who stated that community participation in
village policy development is a crucial foundation for accountability and public trust.

Thus, it can be concluded that community participation is not merely a technical instrument
for development but also a socio-political asset that determines the sustainability of village
economic institutions, including BUMDes.

Social Capital as the Foundation of Village Collective Enterprises

Social capital refers to social resources built through networks of relationships, social norms,
and levels of trust among residents. In the context of village collective enterprises, social capital
serves as an institutional glue that strengthens cooperation, minimizes conflict, and lowers
economic transaction costs (Wulandhari et al., 2022). Social capital enables sustainable
coordination of collective action.

(Lesmana et al., 2025) emphasized that the primary strength of Village-Owned Enterprises
(BUMDes) that enabled them to survive the economic crisis was the high level of public trust in
their management. This trust is built through practices of transparency, accountability, and
openness in financial and business management. Hakim (2024) added that inclusive leadership is
a crucial factor in building and maintaining social capital within village economic institutions.

However, social capital does not always automatically translate into productive economic
strength. (Aritenang, 2021a) points out that in many villages, social capital remains limited to
non-
productive social solidarity and has not been systematically directed to support the development
of business networks, market access, or economic partnerships. This situation results in many
village- owned enterprises (BUMDes) having strong social solidarity but remaining low in business
independence. Therefore, social capital needs to be institutionalized within the BUMDes
governance system so that it serves not only as a social glue but also as a strategic instrument in
strengthening the village economy.

BUMDes as Village Economic and Social Institutions

BUMDes are economic institutions with a dual character: they serve as both business entities
and instruments of village public policy. (Akbar et al., 2020) explain that BUMDes fundamentally
differ from private business entities because they are required to be oriented not only toward profit
but also toward the social welfare of the community.

(Sofyani et al., 2019) classified BUMDes performance nationally into several categories:
basic,growing, developing, and advanced. His research showed that most BUMDes remained in the
basic and developing categories, characterized by weak productive business units, low
management professionalism, and limited contributions to Village Original Income (PADes).
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(Kurnianto & Iswanu, 2021) emphasized that economically successful BUMDes are generally
supported by a combination of good governance, regulatory certainty, and support from local
governments. Meanwhile, (F. Rahmawati & Amalia, 2023) found that BUMDes' contribution to the
Village Development Index (IDM) was only significant in regions with strong institutional
ecosystems.

These findings demonstrate that BUMDes cannot be understood solely as business entities
but as socio-economic institutions strongly influenced by the social structure, level of participation,
and strength of the village community's social capital.

The Relationship between Community Participation, Social Capital, and Village-
Owned Enterprise Performance

The relationship between community participation, social capital, and Village-Owned
Enterprise performance is mutually reinforcing. High participation strengthens social capital by
increasing trust and social cohesion. Conversely, strong social capital encourages broader
participation in village business activities.

(Harinurdin et al., 2025) shows that Village-Owned Enterprises with high levels of
community participation tend to be more adaptive in facing market changes and more stable in
managing internal conflicts. (Somiartha et al., 2024) also found that low community participation
leads to weak social oversight of Village-Owned Enterprise managers, thereby creating
opportunities for irregularities and poor business performance.

(Rahayu et al., 2024)emphasized that the success of village innovation is largely determined
by the ability to integrate social capital into business development strategies. This includes
leveraging social networks to expand market access, strengthen partnerships, and enhance the
competitiveness of village products. Therefore, community participation and social capital are two
key pillars that cannot be separated in efforts to strengthen the performance and sustainability of
Village-Owned Enterprises (BUMDes).

Research Gaps and Position of This Study

Although numerous SINTA 2 studies have examined BUMDes from the perspective of
governance, managerial capacity, and local government support (Fitriyani & Pratiwi, 2021; Sari &
Nugroho, 2022; Indiani, 2024), studies specifically integrating community participation and social
capital as key variables in BUMDes development, particularly in the context of coastal villages such
as Bintan Regency, are relatively limited.

Most studies still position the community as the object of assistance, rather than the
primary subject of village economic development. However, the social characteristics of coastal
communities differ from those of agrarian villages in their dynamics of social capital and patterns of
participation.

Therefore, this study focuses on community participation and social capital in explaining the
successes and failures of BUMDes development in Bintan Regency. Thus, this study is expected to
make empirical and theoretical contributions to the development of a more contextually grounded
and sustainable community-based BUMDes model.

METHODS

This research uses a qualitative approach with a case study design. The qualitative approach
was chosen because this research aims to deeply understand the dynamics of community
participation and social capital in the development of Village-Owned Enterprises (BUMDes) in
Bintan Regency, which cannot be adequately explained through quantitative measurements alone.
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This approach allows researchers to explore meanings, social processes, relationships between
actors, and institutional contexts holistically (Creswell & Poth, 2018).

The case study design was used because the research focuses on a specific regional context
with specific social and economic characteristics, namely, villages in Bintan Regency that have
active BUMDes. Case studies are considered relevant for examining contemporary phenomena in
real-life contexts, especially when the boundaries between the phenomenon and its context are
not clearly defined (Miles et al., 2014).

This study involved 10 villages in Bintan Regency, with 10 BUMDes units serving as the
primary case studies. The villages and BUMDes were selected purposively, based on varying levels
of BUMDes' performance and development, allowing for comparative analysis between cases.

Specifically, the BUMDes studied were classified into two main categories: In this study,
BUMDes performance was classified into developing and advanced categories, based on
institutional, financial, social, and operational indicators commonly used in BUMDes
evaluations by the Ministry of Villages and various empirical studies (N. Fitriyani & Pratiwi, 2021; P.
Nugroho, 2024; Sudirman, 2021)

Developing BUMDes are characterized by:
1) formally established institutions (village regulations, articles of association, and an active

management structure);

2) business units operating consistently but with limited revenue;
3) community participation in business activities, although not yet optimal; and
4) established basic administrative governance.

Meanwhile, advanced BUMDes are characterized by:
1) strong institutions and transparent and accountable governance;
2) stable financial performance with a significant contribution to village income;
3) ahigh level of community participation in business planning and operations;
4) diversification of business units based on local potential; and
5) asignificant economic impact on the welfare of village communities.

Of the 10 cases studied, three BUMDes were categorized as Advanced, and seven
were categorized as Developing, providing sufficient empirical variation to analyze how differences in
levels of community participation and the strength of social capital influence the dynamics of
BUMDes performance in Bintan Regency.

This research was conducted in Bintan Regency, Riau Islands Province. This location was
chosen purposively for several reasons:

1) Bintan Regency has significant economic potential, particularly in the coastal tourism sector.

2) BUMDes have been established in most villages;

3) There are variations in BUMDes performance, from those in the developing to those in
the advanced category.

These conditions make Bintan a relevant location to examine how varying levels of
community participation and the strength of social capital influence the dynamics of BUMDes
development. Previous studies have shown that coastal areas have distinct social patterns,
economic networks, and power relations from agrarian villages, necessitating a more contextual
analytical approach (Indiani, 2024; P. Nugroho, 2024). The study included 30 informants,
comprising core BUMDes managers, village officials, village facilitators, community leaders, and
local business actors from the 10 research villages.

The number of informants was not determined based on statistical representation, but
rather on the rinciple of data saturation, which states that the data collection process is stopped
when the information obtained is repetitive and no longer yields new substantive findings
(Creswell & Poth, 2018; Lincoln & Guba, 1985).

Saturation was reached after interviews in the sixth village, where patterns of community
participation, the use of social capital, and BUMDes' institutional dynamics demonstrated thematic
consistency across cases. The informants in this study included:
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1) BUMDes core managers (directors and business units);

2) Village government (village head, village secretary, and BPD elements);
3) Village facilitators and local village facilitators;

4) Community leaders and local business actors.

The selection of these informants aimed to obtain diverse perspectives on community
participation practices, the utilization of social capital, and the institutional performance of village-
owned enterprises (BUMDes). This approach aligns with SINTA 2 research, which emphasizes the
importance of multi-actor analysis in village and BUMDes governance (Sudirman, 2021; Sari &
Nugroho, 2022).

Data collection was conducted using three main techniques:

a) In-depth Interviews
Interviews were conducted semi-structured using open-ended questions to explore
informants' experiences, perceptions, and perspectives regarding:
1) forms of community participation in BUMDes,
2) the role of social capital in business operations,
3) the relationship between the community, managers, and the village government.
In-depth interviews were used because they can capture social realities in a reflective way
and in an in-depth manner, as recommended in qualitative research on public policy and village
governance (Creswell & Poth, 2018; Neta, 2024)

b) Field Observations

Observations were conducted on BUMDes operational activities, interactions between
managers and the community, and the dynamics of community participation in village business
activities. Observations served to validate interview data and capture social phenomena that are not
always expressed verbally (Miles et al., 2014).

c¢) Documentation Study

The documents analyzed included:

e BUMDes Articles of Association and Bylaws (AD/ART),
e BUMDes Accountability Report,

e RPJMDes and APBDes,

* Village Regulations on BUMDes.

The documentation study was used to explore the formal institutional aspects,
transparency, Moreover, accountability of BUMDes management, as recommended in governance-
based village institutional research (Fitriyani & Pratiwi, 2021; Sani, 2023).

Data analysis was conducted using the interactive analysis model of Miles, Huberman,
and Saldafia (2014), which includes three main stages:

1) Data Reduction

Data from interviews, observations, and documentation were selected, sorted, and coded

into key themes such as community participation, trust, social networks, institutional conflict,

and BUMDes performance.
2) Data Presentation

The reduced data were then presented in the form of thematic narratives, categorization

tables, and a matrix of relationships between social variables. This presentation helped

researchers understand the relationships among participation, social capital, and BUMDes'
success.
3) Conclusion, Drawing, and Verification

Conclusions were developed gradually through a process of interpretation, comparison

between data sources, and repeated verification throughout the research process.
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RESULTS AND DISCUSSION
Dynamics of Community Participation in Village-Owned Enterprise

Management in Bintan Regency

Research findings indicate that community participation in the management of Village-
Owned Enterprises (BUMDes) in Bintan Regency spans a broad spectrum, ranging from substantive
involvement to symbolic and procedural participation. This variation in participation levels directly
impacts the institutional performance and sustainability of BUMDes businesses in each village. This
pattern aligns with recent findings in village governance studies, which emphasize that the quality
of community participation is a key determinant of the effectiveness of local economic institutions
(N. Fitriyani & Pratiwi, 2021; B. Nugroho, 2024; Sudirman, 2022).

In advanced BUMDes, community participation extends beyond attendance at village
deliberation forums, but is also internalized in business planning processes, business unit
management, and institutional performance evaluation. Communities are involved as local
laborers, business partners, raw material suppliers, distributors, and marketers of village products.
This form of involvement reflects collaborative participation practices, referred to in contemporary
literature as participatory governance, in which residents have a real say in village economic
decision- making (Pratama, 2023; Sari & Nugroho, 2022). This substantive involvement strengthens
the sense of collective ownership of the BUMDes and increases social commitment to business
sustainability.

Conversely, in stagnant BUMDes, community participation tends to be formalistic and
limited to procedural mechanisms such as annual deliberations or symbolic accountability reports.
Community access to strategic decisions and business management is relatively closed, dominated
by a handful of village elites or administrators with structural ties to the village government. This
phenomenon aligns with recent research findings showing that many BUMDes still reproduce top-
down governance patterns, allowing participation to serve as administrative legitimacy without a
real distribution of economic power (Sudirman, 2022; Wahyuni & Hidayat, 2023). This condition
weakens social support and increases the risk of institutional stagnation.

Theoretically and empirically, these findings confirm that community participation cannot be
understood as a mere formal procedure. However, as a mechanism for producing social legitimacy
and strengthening village collective capacity, recent studies in the context of Village-Owned
Enterprises (BUMDes) show that active participation enables the exchange of local knowledge,
business innovation based on village potential, and social oversight of institutional governance (B.
Nugroho, 2024; Pratama, 2023). In Bintan Regency, high participation has been shown to
encourage the development of coastal-specific business units such as village tourism, seafood
processing, and local logistics services.

Furthermore, participation dynamics are also influenced by power relations at the village
level. In stagnant BUMDes, the concentration of power among village elites creates social exclusion
in village economic management, resulting in low accountability and weak public oversight. This
finding aligns with studies of village governance, which emphasize that the dominance of local elites
tends to hinder the inclusiveness of village economic institutions (Sari & Nugroho, 2022; Wahyuni
& Hidayat, 2023). Conversely, villages that implement collective and transparent governance
demonstrate greater institutional responsiveness to community economic needs.

From a contemporary sociological perspective, community participation in BUMDes also
serves to build productive social capital. Economic interactions between residents strengthen
networks of trust, norms of cooperation, and economic solidarity, which underpin the
sustainability of village business institutions. Recent research on village development shows that
the intensity of horizontal participation directly contributes to the community's collective capacity
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to manage local economic resources (R. Fitriyani & Pratiwi, 2021; T. P. Nugroho et al., 2024). Thus,
the dynamics of community participation in the management of Village-Owned
Enterprises (BUMDes) in Bintan Regency are a socio-political process that determines the
effectiveness of village economic institutions. Substantive participation correlates with more
adaptive, innovative, and sustainable BUMDes performance, while symbolic participation weakens
social legitimacy and increases the risk of business stagnation.

Conceptually, these findings emphasize that the success of BUMDes requires a paradigm
shift from the community as the object of development to the subject of village economic
management. Therefore, strategies to strengthen BUMDes need to focus not only on capital
participation and formal regulations, but also on developing meaningful participation mechanisms
as the foundation for community-based village economic governance.

Social Capital of Village Communities: Vast Uncapitalized Potential

The research results indicate that village communities in Bintan Regency possess relatively
strong reserves of social capital, particularly in the form of informal social networks, the value of
cooperation, and a high level of interpersonal trust. However, this social potential has not been
optimally integrated into the BUMDes development strategy, resulting in a gap between social
capital as a social resource and its utilization as productive economic capital. This condition suggests
that social capital still functions more as a social glue than as a driver of village economic
institutional activity.Within a contemporary theoretical framework, social capital is understood as a
set of norms, networks, and trust that facilitate collective coordination and cooperation for
common goals (E. Rahmawati, 2024). This research finding confirms the presence of these social
capital elements in the lives of the Bintan community through kinship relations, fishing groups, local
MSME communities, and religious networks. However, this social capital has not been strategically
activated to strengthen the institutional performance of BUMDes.

In stagnant BUMDes, community social networks tend to function solely as internal solidarity
(bonding capital) that has not yet developed into business partnerships that generate added
economic value. SAGE Open research shows that strong social capital does not necessarily have a
significant impact on economic performance without clear institutional transformation and adequate
managerial capacity (Aritenang, 2021b). In many cases, relationships between residents focus on
customary or socio-cultural activities without transitioning to structured economic collaboration.

Conversely, in more advanced Village-Owned Enterprises (BUMDes), there is early evidence
of utilizing social networks as a basis for business development, for example, partnerships with
fishing groups in seafood processing or collaboration with local MSMEs in the village tourism
sector. These practices demonstrate how social capital can be transformed into an economic
resource when facilitated by responsive institutions that are open to citizen participation. This
aligns with empirical findings that social capital, when bridged by adaptive institutional capacity, can
contribute to institutional innovation and business performance (E. Rahmawati, 2024; Wulandari,
2024).

However, this research generally found that weak managerial capacity and a
social Entrepreneurial vision among BUMDes managers is a key obstacle to optimizing social
capital. From an institutional theory perspective, new social resources can become productive if
orchestrated through clear rules, visionary leadership, and effective coordination and monitoring
mechanisms. Without these three elements, strong social networks tend to operate in parallel
outside the BUMDes business structure, thus failing to make a meaningful economic contribution
(Aritenang, 2021a).
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Furthermore, the level of institutional trust in BUMDes' managers also influences the ability
of social capital to be transformed into economic capital. Although interpersonal trust among
residents is relatively high, trust in BUMDes institutions as managers of the village economy remains
weak in some
villages, particularly those experiencing internal conflict and low financial transparency. Another
empirical study shows that declining public trust in village institutions can hinder the adoption of
community-based economic strategies (“Investigating the Impact of Social Capital and Cross-Sector
Collaboration on Rural Enterprises,” 2024). This reinforces the argument that social capital alone is
insufficient without strong institutional legitimacy.

From a community-based development perspective, these findings indicate that village social
capital in Bintan Regency is latent, meaning it is socially available but has not yet been
institutionally activated for productive purposes. Without interventions that encourage the
conversion of social capital into economic capital, social networks have the potential to remain
merely a cultural force without significantly impacting the performance of Village-Owned
Enterprises (BUMDes).

Conceptually, this research broadens the understanding that the failure of BUMDes
development is not solely due to the absence of social capital, but rather due to the inability of
institutions to mobilize and orchestrate existing social resources into business development
strategies. Therefore, strategies for strengthening BUMDes need to be directed not only at
increasing financial capital but also at building institutional capacity to manage social networks, build
publictrust, and create inclusive and sustainable economic collaboration mechanisms.

Community participation in BUMDes management in Bintan Regency tends to be symbolic,
as it is still dominated by top-down mechanisms that position residents as participants. Formal
deliberations without real access to strategic decision-making and business operational
management. This pattern creates procedural participation that serves as administrative legitimacy
but does not foster a sense of collective ownership or long-term economic commitment. This
situation is exacerbated by the dominance of village elites in the BUMDes institutional structure,
which limits the distribution of authority and hinders the inclusiveness of village economic
institutions (Sari, 2024; T. Ultari (2024). As a result, despite communities possessing strong social
networks and high levels of solidarity, this social capital fails to transform into productive economic
capital because it is not facilitated through institutional mechanisms capable of converting
bonding capital into bridging capital connected to markets, financing sources, and business
innovation (Putnam, 2000; Rahimin, 2024). Weak managerial capacity, low institutional
transparency, and minimal facilitation of external networks keep social relations confined to the
realm of cultural solidarity and prevent them from developing into organized economic
collaboration. Thus, the failure of BUMDes does not lie in the absence of social capital, but rather in
the inability of village institutions to orchestrate meaningful participation and activate social capital
into productive economic resources.

The Relationship between Participation, Social Capital, and Village-Owned

Enterprise Performance

The analysis of the findings indicates an interdependent and mediating relationship between
community participation, social capital, and BUMDes performance. This interdependent
relationship between community participation, social capital, and BUMDes performance can be
understood as a mediation model, where meaningful participation forms productive social capital,
which subsequently drives improved BUMDes financial and social performance. This finding is
consistent with recent empirical and conceptual studies on BUMDes, which emphasize the role of
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participation and social capital as determinants of the sustainability of village economic
institutions (Mitha, 2023; T. Ultari, 2024).

First, the depth of participation (not just formal presence) increases social legitimacy and
residents' sense of ownership of BUMDes. In practice, villages that implement substantive
participation involving residents in planning, operations, and evaluation can mobilize local
resources (labor, suppliers, social capital) more effectively, fostering collective commitment to
business goals. These results align with contemporary studies showing a positive correlation
between substantive participation and BUMDes performance (Tawakkal, 2024).

Second, social capital (trust, norms of reciprocity, networks) serves as a mediating
mechanism that lowers transaction costs and facilitates coordination. However, social capital only
becomes productive when there is an effective institutional conversion process, namely when
bonding capital (kinship, local solidarity) is balanced and bridged by bridging capital (connections
to markets, government, and external actors). In several cases in Bintan, strong social capital
remains latent due to a lack of institutional bridges and managerial capacity to connect it to
external economic opportunities (Rahimin, 2024).

Third, the role of local institutions (village government, village-owned enterprise
(BUMDes) management, external facilitators) It is conditional and determines whether
participation and social capital can be translated into tangible performance. Interventions that
provide only capital injections without strengthening participatory mechanisms, transparency, or
managerial capacity tend to yield limited performance. Recent literature recommends an
integrated intervention package of capacity building, accountability practices, and partnership
facilitation to activate bridging capital and improve the performance of village-owned enterprises
(BUMDes).

Fourth, empirical evidence from case-by-case perspectives clearly demonstrates this
mediation. Pattern: Villages that successfully establish inclusive participation mechanisms and
facilitate external networks experience more stable BUMDes revenue growth and more equitable
social impacts (e.g., local labor absorption and access to economic services). Conversely, villages
with symbolic participation and low institutional trust show stagnant performance despite
receiving initial capital support. These findings reinforce the argument that BUMDes success
requires a combination of socio-institutional strengthening, not just financial input (Mitha, 2023).

Fifth, the policy implications emerging from this relationship are: (1) BUMDes
development programs must incorporate strengthening meaningful participation as both a goal and
an instrument; (2) strategies for strengthening social capital need to be directed at converting
bonding into bridging through market facilitation, partnerships, and networks; (3) Managerial
capacity building, transparency mechanisms, and accountability must be prioritized to prevent
social capital from remaining latent. This recommendation is supported by recent studies
proposing a holistic policy package to optimize Village-Owned Enterprises (BUMDes) (Tawakkal,
2024; D. Ultari, 2024).

Research findings in Bintan Regency reinforce evidence that the quality of community
participation and the effectiveness of social capital utilization are key determinants of BUMDes
performance. Therefore, efforts to improve BUMDes performance should be multidimensional,
combining strengthening participation, mobilizing and bridging social capital, and enhancing
institutional capacity.
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Institutional Factors and the Role of Village Governments in Strengthening the Social
Base of Village-Owned Enterprises (BUMDes)

The performance and sustainability of BUMDes are heavily influenced by the local
institutional configuration, with the village government playing a dual role as regulator/policy
maker and facilitator/companion for business implementation. Effective village government
intervention includes the development of clear village regulations, the establishment of operational
BUMDes Articles of Association (AD/ART), and transparent monitoring and reporting mechanisms.
Without a clear institutional framework, BUMDes initiatives are prone to overlapping functions,
conflicts of interest, and weak accountability (T. Ultari, 2024).

Furthermore, the village government's role as a facilitator of institutional capital (e.g.,
providing initial capital, policy guarantees, and facilitating licensing) must be balanced with efforts
to build the managerial capacity of BUMDes administrators. Case studies show that capital
injections without improving governance capabilities, accounting systems, and marketing capacity
often result in inefficient use of funds and stagnant performance (Sastika & Mayasiana, 2024).
Therefore, a combination of fiscal resources and capacity-building programs is essential for the
village government's role to have a long-term impact on BUMDes performance.

Another determining institutional factor is transparency and accountability mechanisms.
Routine financial reporting practices, internal audits, and public access to operational
information increase institutional trust among residents and partners, which in turn strengthens
participation and social capital support. Conversely, weaknesses in transparency often trigger
internal conflict and undermine the legitimacy of BUMDes (Pranoto, 2024). The implementation of
simple but standardized reporting systems (e.g., open ledgers, quarterly reports) has been shown to
increase participation and social control in several field studies.

The role of village governments is also crucial in building institutional bridges between
BUMDes and external actors such as local/regional markets, relevant agencies, microfinance
institutions, or
private partners. Without facilitating these external networks, internal social capital tends to
remain latent and difficult to convert into marketing opportunities, access to working capital, or
product innovation. Policy interventions that facilitate strategic partnerships and market access
have been shown to accelerate the transformation of BUMDes into sustainable business units
(Sulistiarini & Wildan, 2025).

Institutional configuration is also related to the limited role of village officials: when they act
predominantly as BUMDes administrators, conflicts of interest and nepotism tend to increase,
reducing citizen participation and the effectiveness of social oversight. Therefore, a separation of
roles (e.g., with the village government acting as a supervisor/regulator rather than an operator) and
the establishment of an independent supervisory body at the village level are recommended to
strengthen BUMDes' good governance (Amelia, 2024).

In summary, the policy implications of these institutional findings are: (1) village
governments need to provide a legal umbrella and facilitate external networking; (2) managerial
capacity building programs and reporting systems must be included in capital assistance schemes;
(3) institutional design must enforce the separation of functions between regulator and operator
and include participatory oversight mechanisms to enhance the social legitimacy and institutional
resilience of BUMDes (Pranoto, 2024; Sastika & Mayasiana, 2024; D. Ultari, 2024).
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Empirical Implications for the Community-Based BUMDes Development

Model

Research confirms that the success of Village-Owned Enterprises (BUMDes) depends on the
synergy between meaningful community participation, the activation of social capital from
bonding to bridging, and the institutional capacity of managers. A community-based BUMDes
development model needs to position the community as the primary actor (community-led)
through involvement in planning, decision-making, and business operations, thereby strengthening
a sense of ownership and mobilizing local resources (Hadiyanti, 2024).

Optimizing social capital requires transforming internal networks into productive ones
connected to markets, financial institutions, the government, and private partners. Without
these bridging mechanisms, social capital tends to remain latent and difficult to capitalize
economically (Nihayah, 2024; Rahimin, 2024). Therefore, financial capital participation needs to be
combined with managerial capacity building programs and transparent governance, as integrated
interventions have proven more effective than capital assistance alone (H. Saputra, 2025).

From an institutional perspective, separating the roles of village government as the
supervisor and BUMDes management as the operator, along with a participatory oversight
mechanism, is a prerequisite for preventing conflicts of interest and increasing accountability (Sari,
2024). Furthermore, the development model should facilitate market integration through value
chain partnerships, product innovation based on local potential, and the use of digital platforms to
strengthen business sustainability (Hadiyanti, 2024).

Operationally, the recommended community-based model includes five core components:
provision of initial capital and facilitation of networking, formal participatory mechanisms,
scheduled capacity-building programs, facilitation of market bridging and financing, and a
participatory monitoring and evaluation system. This model is adaptive to local context to avoid a
uniform approach that is unresponsive to village characteristics (Nihayah, 2024; R. Saputra, 2025).

The policy implications of these findings emphasize the need for an integrated intervention
package by village and regional governments that combines capital support, institutional capacity
strengthening, and market access facilitation, with minimum standards of transparency and
accountability as key prerequisites for sustainable BUMDes development.

CONCLUSION

Theoretically, this study confirms that the performance of village-owned enterprises
(BUMDes) is not primarily determined by financial capital or formal institutional design, but rather
by the quality of meaningful participation and the ability of village institutions to activate social
capital into productive economic resources. The mediating relationship between participation,
social capital, and performance extends the community-based development literature by
demonstrating that social capital remains latent without effective institutional orchestration.

From a governance perspective, these findings suggest that village government interventions
focused on capital participation without strengthening managerial capacity, transparency, and
facilitating market networks tend to result in stagnant performance. Effective BUMDes governance
requires a separation of regulator and operator functions, participatory accountability
mechanisms, and strategies to strengthen social capital bridging to connect BUMDes to the
broader economic ecosystem.

For future research, further studies should comparatively explore the mechanisms for
converting social capital into economic value across village contexts (coastal, agrarian, and urban-
rural), and test institutional intervention models based on capacity building and market networks
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longitudinally. A mixed-methods approach also has the potential to strengthen causal
understanding of the relationships among participation, social capital, and BUMDes performance.

While this study provides a deep contextual understanding of community participation,
social capital, and the performance of village-owned enterprises (BUMDes) in the coastal areas
of Bintan Regency's qualitative scope and limited number of cases limit the statistical
generalizability of its findings. The socio-economic characteristics of coastal villages with their
marine resource-based economic networks and distinctive community relationship patterns also
influence the transferability of the research findings to non-coastal village contexts, such as
agrarian or peri-urban areas. Therefore, further research is recommended to employ a
comparative approach across village typologies and mixed methods to test the consistency of the
relationship between participation, social capital, and BUMDes performance more broadly and
robustly.
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