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ABSTRACT

Introduction: Transparent and accountable financial management in villages
is fundamental to achieving effective governance and sustainable development
at the grassroots level. This study aims to examine the influence of village
apparatus quality and village facilitators' quality on the effectiveness of village
financial management, while also analyzing the moderating role of the Village
Consultative Body (BPD) in these relationships.

Methods: The research employs a quantitative design, utilizing a structured
survey distributed to 227 respondents, comprising village officials from South
Sulawesi. The data were collected through online questionnaires shared via
WhatsApp groups affiliated with village governance institutions and analyzed
using Partial Least Squares Structural Equation Modeling (PLS-SEM).
Results: The results demonstrate that both the quality of village apparatus and
village facilitators have a significant and positive impact on the quality of
village financial management. Furthermore, the moderating role of BPD is
found to significantly strengthen the relationship between village apparatus
quality and financial management quality, while showing no moderating effect
in the relationship between village assistants and financial management. These
findings emphasize the strategic importance of enhancing both technical
competence and collaborative oversight mechanisms in the governance of
village finances. Theoretically, the integration of stewardship theory and
agency theory offers a valuable lens for understanding how internal
accountability and external supervision interact in shaping financial
performance at the village level. This study contributes to the literature on
public sector accounting and governance while offering policy
recommendations for strengthening institutional frameworks in rural financial
management.
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INTRODUCTION

Effective village finance management is crucial for ensuring transparent, accountable, and participatory
governance at the local level. The increasing allocation of village money from the central government to Indonesian
villages has made accountability and efficiency in village financial management a primary focus in the discourse on
public sector financial governance. (Aldo et al., 2023; Lubis et al., 2022; Widarnawati et al., 2018). Previous research
indicates that institutional capacity and human resources are essential components of effective village financial
management. (Pujowati & Lestari, 2019; Ratih & Nurhasah, 2018).

The challenges faced by villages in Indonesia encompass not just technical aspects of administration and
information technology. Still, they are also deeply intertwined with socio-political dynamics, the role of local
institutions, and the effectiveness of internal village oversight. The Village Consultative Body (BPD) is a key
institution in village government and decision-making. The BPD functions as a representative entity of the
community, responsible for overseeing and providing counsel on the implementation of village policies, including
financial administration. (Putra & Hapsari, 2020; Thoyib et al., 2020). Given the escalating need for participatory
village governance, the oversight function of the BPD is becoming increasingly vital and requires more thorough
academic investigation.

Multiple studies have identified the determinants affecting the quality of village financial management,
including the competence of village officials. (Paratama & Wahyudi, 2021; Wahyuningsih & Kiswanto, 2016), the
quality of village facilitators, as well as community involvement and policy transparency (Ratih & Nurhasah, 2018;
Suhardjo & Faisal, 2024). Nonetheless, the data reveal significant disparities in the quality of financial management
between communities that cannot be fully explained by these criteria alone. This variation indicates a potential
influence of institutional moderating factors, particularly the role of BPD, on the relationship between equipment
quality and village assistance, as well as village finance management.

In this context, many communities continue to face challenges in establishing an institutional framework that
can effectively execute supervisory and representative roles. Research by Rumkel et al. (2019) and Umanailo (2019)
Reveals that BPDs often face difficulties in fulfilling their legislative and supervisory functions, due to limited
capability, insufficient community involvement, and unequal power relations with the village chief. Thus, augmenting
the function of the BPD is crucial not only as an element of practical governance principles but also as a regulatory
tool that can enhance the quality of village financial management.

Some literature suggests that the presence of efficient local oversight bodies, such as BPDs, might improve
fiscal accountability and boost the quality of public policies at the community level. (Fajri et al., 2021; Putra &
Hapsari, 2020). The inefficacy of BPD activities may provoke institutional strife and increase the risk of
misappropriation of village funds. (Hermawansyah et al., 2023; Kulsum & Bratamanggala, 2024). In the context of
institutional supervision theory and participatory governance, the BPD serves as an intermediary between village
executive authority and public responsibility.

Adhinata et al. (2020) Believe that enhancing BPD's capacity to oversee village financial management
promotes the attainment of local autonomy and integrity in budget formulation. Research conducted by Paratama &
Wahyudi (2021) and Wahyudi & Hasri (2021) Demonstrates that the competencies of apparatus and village facilitators
significantly enhance the quality of financial reports; however, the influence of the BPD may either augment or
diminish this effect, contingent upon the specific context of each village. Emphasizes the significance of positioning
the BPD as a moderating element in the relationship between the quality of technical actors and the outcomes of
village financial governance.

Multiple studies suggest that the relationship between technical competencies (village apparatus and
facilitators) and the quality of village finances may be non-linear and dependent on local institutional capacity
(Hidayat, 2023; Pujowati & Lestari, 2019; Wahyudi & Hasri, 2021). reveals that while technical capacity is crucial,
final success depends on an institutional structure that promotes effective oversight and collaboration. The presence
of BPD as a supervisory entity may diminish the impact of technical skills on fiscal accountability results in villages.
While many studies investigate the impact of village apparatus and the skills of assistants on the quality of village
financial management, as well as descriptive analyses of the BPD's role, research explicitly focusing on the BPD as a
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moderating variable in the relationship between village technical actors and the quality of village financial
management is limited. This gap generates a theoretical and empirical deficiency that requires resolution through a
systematic, data-driven quantitative approach (Hidayat, 2023; Kulsum & Bratamanggala, 2024; Soleh, 2024).

The inclusion of a moderating variable in this study is theoretically and empirically justified. Moderating
variables are essential in explaining why the relationship between independent and dependent constructs may vary
under different institutional or contextual conditions (Baron & Kenny, 1986). In the context of village financial
management, the presence of the Village Consultative Body (BPD) is not merely an additional actor but a structural
mechanism that can either strengthen or weaken the influence of technical competencies on governance outcomes.
Prior evidence indicates that institutional oversight often reshapes the impact of managerial competence on
accountability and performance (Rumkel et al., 2019; Umanailo, 2019). Therefore, testing BPD as a moderating
variable provides a more nuanced understanding of how governance quality emerges from the interplay between
technical skills and institutional checks and balances. This approach addresses the research gap by moving beyond
direct-effect models and offering a conditional explanation of when and how village apparatus and facilitators’
competencies translate into high-quality financial management (Fajri et al., 2021).

This study aims to investigate the moderating influence of the Village Consultative Body (BPD) on the
relationship between the competence of village officials and assistants and the efficacy of village financial
management. This research enhances the literature on public sector financial governance at the village level by
presenting a theoretical framework that identifies institutional oversight roles as a moderator of the efficiency of
technical competencies in attaining responsible financial governance. This study examines the moderating effect of
village institutions, a rarely explored subject in local financial management literature, and provides a theoretical
justification for the significance of a balanced institutional framework within Indonesia's village government structure.

LITERATURE REVIEW
Stewardship Theory

The stewardship theory claims that individuals, as representatives of the organization, will prioritize the
organization's interests over personal gain (Davis et al., 1997; Hernandez, 2012). This theory suggests that village
heads, officials, and assistants possess an altruistic orientation and carry responsibility for effective village financial
management. The research conducted by Wahyudi & Hasri (2021) demonstrates a positive correlation between the
technical competence of village officials and assistants and the quality of village financial reports, reflecting the
stewardship behavior of village actors. This approach highlights that effective internal control systems and social
supervision lead to village officials and assistants aligning their behavior with the organizational goals of the village
(Kadir et al., 2017; Susanto, 2019; Wahyudi & Hasri, 2021; Widarnawati et al., 2018).

Agency Theory

Agency theory suggests that there can be a disagreement between the principal (the community or central
government) and the agent (village apparatus) because agents may focus on their own interests unless there are strong
ways to monitor them and provide incentives (Jensen & Meckling, 1976). This idea argues that in village financial
management, village leaders, as agents, require stringent oversight to guarantee their activities align with the public
interest. Supervisory mechanisms by BPD and village helpers are crucial for reducing information asymmetry and
mitigating moral hazard (Dilla & Coryanata, 2024; Putra & Hapsari, 2020; Wahyudi & Hasri, 2021).

Research conducted by Ratih & Nurhasah (2018) indicates that the enhancement of village financial report
quality is significantly impacted by efficient external and internal oversight. The evidence indicates that a stringent
control system, incorporating technology like SISKEUDES and the proactive involvement of BPD and village
assistants, serves as a mechanism for mitigating risks associated with the opportunistic behavior of village authorities.
As a result, agency theory provides a strong way to explain why governance and control systems are important for
improving the accountability and transparency of how village finances are managed.

Quality of Village Financial Management

The level of village financial management signifies the village's capacity to strategize, execute, report, and
account for the utilization of village finances with transparency and accountability. This quality indicator is typically
assessed by the precision of financial reports, the efficacy of budget utilization, and the extent of community
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involvement in the budgeting process (Aldo et al., 2023; Kulsum & Bratamanggala, 2024; Pangayow & Patma, 2021;
Pujowati & Lestari, 2019; Ratih & Nurhasah, 2018; Shaleh et al., 2020).

From the standpoint of stewardship theory, the caliber of village financial management is perceived as an
embodiment of the integrity and moral accountability of village officials and assistants who exhibit strong allegiance
to the public good. This commitment to the public good fosters trust between village leaders and community members,
encouraging active participation in governance and financial decision-making. Ultimately, enhancing transparency
and accountability in financial management strengthens the village's economic foundation and promotes a culture of
ethical leadership and civic engagement. This approach highlights that agents, namely village fund administrators, are
motivated not solely by personal interests but also by altruistic intentions to deliver optimal service to the community
(Davis et al., 1997; Wahyudi & Hasri, 2021). This ethical obligation is crucial for guaranteeing transparency and
accountability in village finances (Aprilya & Fitria, 2020; Asmawati & Basuki, 2019; Lubis et al., 2022).

Within the agency theory paradigm, the efficacy of village financial management is perceived because of
endeavors to mitigate conflicts of interest between the community, serving as the principal, and the village apparatus,
acting as the agent (Jensen & Meckling, 1976). Strong oversight and strict internal control systems, such as active
involvement from the BPD and the use of technology like SISKEUDES, are important to reduce information gaps and
prevent risky behavior. The quality of village financial management is a consequence of the interplay between the
value of trust (stewardship) and the necessity for control (agency).

Competence of Village Government Apparatus

The village government's abilities include important technical, administrative, and regulatory aspects needed
for managing village finances properly (Jannah et al., 2021; Susanti et al., 2022). Research shows that improving these
abilities is directly linked to better quality of village financial reports and accountability (Kadir et al., 2017; Pangayow
& Patma, 2021; Suhardjo & Faisal, 2024). Knowing how to use the SISKEUDES application and understanding
village finance management rules are the main ways to assess these abilities (Putra & Hapsari, 2020).

Empirical research indicates that augmenting apparatus capacity directly correlates with the quality of village
financial reports and accountability (Paratama & Wahyudi, 2021; Wahyudi & Hasri, 2021). Being skilled in the
SISKEUDES application and understanding the rules of village finance management are the main ways to assess the
abilities of the village government staff.According to stewardship theory, capable village administrators exhibit
allegiance to public objectives and display significant ethical accountability in public service (Davis et al., 1997,
Donaldson & Davis, 1991). On the other hand, agency theory views competence as a way to reduce the chances of
agents acting differently than expected, suggesting that without enough supervision from the principal, the agent may
stray from their duties. Consequently, enhancing competence augments technical capacity and functions as an essential
control mechanism for ensuring responsibility in village financial management (Ratih & Nurhasah, 2018; Suhardjo &
Faisal, 2024).

Competencies of Village Facilitator

Village facilitators are government-employed specialists that offer technical, administrative, and empowering
support to village governments and communities in the execution of the Village Law. They originate from initiatives
overseen by the Ministry of Villages, Development of Disadvantaged Regions, and Transmigration, and constitute a
fundamental component of the community participation-oriented village development framework (Dilla & Coryanata,
2024). Village facilitators play a pivotal role in directing, facilitating, and supervising the execution of development
policies and the management of village finances.

According to stewardship theory, facilitators are perceived as embodiments of collective duty and allegiance
to village development objectives. Capable village facilitators are anticipated to demonstrate selfless behaviors that
promote transparency and accountability, acting as a communicative link between the community and village
government (Aldo et al., 2023; Donaldson & Davis, 1991).

Conversely, agency theory positions the village facilitator as an external supervisory entity responsible for
mitigating information asymmetry between the village head and the community, which serves as the principal (Jensen
& Meckling, 1976). The lack or inadequate performance of the assistant may elevate moral hazard in the
administration of village funds (Susanti et al., 2022). The efficacy of village facilitators is crucial for sustaining the
quality of village financial governance.
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The Role of the Village Consultative Body (BPD)

The BPD serves as a representative body of the community, exercising control and oversight on the policies
of the village head, particularly concerning village finance management (Hermawansyah et al., 2023; Putra & Hapsari,
2020; Thoyib et al., 2020). According to stewardship theory, the BPD is regarded as a strategic ally in attaining
accountable and transparent village development objectives. The BPD's monitoring function embodies a shared ethical
dedication to fostering effective governance (Davis et al., 1997; Hidayat, 2023; Mukaddar et al., 2021; Umanailo,
2019).

From the standpoint of agency theory, the BPD serves a crucial function as a control mechanism to avert
behavioral deviations by the village head as an agent (Jensen & Meckling, 1976). A proficient BPD can mitigate
potential conflicts of interest and enhance regulatory compliance (Fahrudin & Trisnawiana, 2023; Mukaddar et al.,
2021; Rumkel et al., 2019). Consequently, the BPD operates not just in a normative capacity but also as a tool for
institutional oversight in enhancing the quality of village financial management.

Previous Study and Hypothesis

A considerable amount of research has been undertaken on village financial governance to comprehend the
determinants affecting the quality of financial management within village administrations. Numerous prior research
studies indicate that the competence of village officials and the function of village facilitators are critical determinants
in enhancing the accountability and transparency of village fund administration (Aprilya & Fitria, 2020;
Wahyuningsih & Kiswanto, 2016). Effective village finance management demonstrates the use of sound governance
concepts and adherence to relevant rules. The presence of the Village Consultative Body (BPD) as a supervisory entity
is deemed essential for upholding financial accountability in villages (Jannah et al., 2021; Rumkel et al., 2019).

Stewardship theory posits that the efficacy of village financial management is contingent upon the morale
and allegiance of village officials and assistants to the public interest (Davis et al., 1997). Conversely, agency theory
emphasizes the necessity of overseeing agents (village apparatus) to avert divergence of interests (Jensen & Meckling,
1976). Consequently, evaluating the quality characteristics of the village apparatus and assistants, together with the
moderating influence of the BPD, is pertinent within both theoretical and empirical contexts.
The Influence of Competence of Village Government Apparatus on Quality of Village Financial Management

The efficacy of village apparatus has been established as a crucial factor in ensuring transparent and
accountable financial management within villages. Research conducted by Wahyudi & Hasri (2021) and Aldo et al.,
(2023) indicates a positive correlation between the technical and administrative competence of village authorities and
the precision of financial reporting as well as the efficacy of budget allocations. These competences encompass
knowledge of legislation, proficiency in utilizing information technology such as SISKEUDES, and integrity in
financial decision-making (Adhinata et al., 2020). The stewardship theory perceives the apparatus as a public servant
prioritizing the village's interests, whereas the agency theory advocates for a control mechanism over the apparatus as
an agent. The superior quality of village equipment can diminish the necessity for external inspection by fostering
greater public trust in government (Davis et al., 1997; Jensen & Meckling, 1976).

H1: The competence of village government apparatus positively influences the quality of village government

financial management.

The Influence of Competencies of Village Facilitator on Quality of Village Financial Management

Several studies have demonstrated the efficacy of village facilitators in enhancing the institutional and
technical capacities of villages. Dilla & Coryanata (2024) and Susanti et al. (2022) contended that the inclusion of
village facilitators enhances the processes of budget planning, execution, and reporting. Professional facilitators can
enable knowledge transfer to village officials and enhance communication with the community (Pujowati & Lestari,
2019). According to stewardship theory, village facilitators act as agents of change with a strong commitment to
community welfare. In the context of agency theory, the village facilitator functions as an external agent that mitigates
asymmetric information and enhances the efficacy of oversight of village officials. Consequently, the role of assistants
is crucial in upholding the quality of financial governance in villages (Kadir et al., 2017; Kulsum & Bratamanggala,
2024).
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H2: The competence of village facilitator positively influences the quality of village government financial
management.
The Effect of Competence of Village Government Apparatus on Quality of Village Financial Management with
Village Consultative Body as a Moderation Variable

BPD's role in oversight and law is crucial for ensuring accountability in village financial management.
Fahrudin & Trisnawiana, (2023) assert that good BPD supervision enhances transparency and promotes regulatory
compliance. When the BPD operates well, the correlation between the proficiency of village officials and the caliber
of village financial governance would be enhanced (Mukaddar et al., 2021; Putra & Hapsari, 2020). Theoretically,
within the stewardship framework, the BPD can serve as a synergistic partner to the village apparatus in attaining
accountable village development objectives. From an agency standpoint, the BPD functions as a supervisor that
mitigates any deviations by the agent (village apparatus). Consequently, the existence of an effective BPD is
anticipated to enhance the beneficial impact of apparatus competence on the quality of village finances.

H3: The role of BPD moderates the effect of the quality of village apparatus on the quality of village

government financial management.
The Effect of Competence of Village Facilitator on Quality of Village Financial Management with Village
Consultative Body as a Moderation Variable

Alongside the village apparatus, the mediating function of BPD is crucial in enhancing the role of village
facilitators in the quality of financial management. Research conducted by (Rumkel et al. (2019) indicates that
collaboration between village facilitators and BPD enhances the accountability of budgeting and reporting processes.
The participation of BPD in deliberative and evaluative forums enhances the efficacy of the facilitator's role (Paratama
& Wahyudi, 2021; Wahyudi & Hasri, 2021).

In stewardship philosophy, the partnership between the village facilitator and BPD signifies a shared
dedication to realizing development objectives. In agency theory, their interplay can constitute a sort of layered
oversight that enhances control over agent conduct.

H4: The role of BPD moderates the effect of the quality of village facilitator on the quality of village

government financial management.

Conceptual Framework

Drawing on stewardship and agency theory, this study develops a conceptual framework illustrating the
relationship between the competence of village apparatus and facilitators with the quality of village financial
management. The village consultative body (BPD) is positioned as a moderating variable, reflecting its supervisory
role in strengthening or weakening these relationships. The conceptual framework, as shown in Figure 1, provides a
clear basis for research hypotheses and highlights the institutional dimensions of village financial governance.

KPD BPD

Figure 1. Conceptual Framework
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RESEARCH METHODS
Research Design and Approach

This study uses a quantitative approach by utilizing an explanatory survey to investigate the impact of the
quality of village officials and village assistants on the quality of village financial management, with the Village
Consultative Body (BPD) serving as a moderating factor. This study's population comprises all village authorities in
Indonesia with authority or involvement in village finance administration. The employed sampling technique was
purposive sampling, considering factors such as employment experience, active engagement in village fund
management, and participation in training concerning village finances. The selected respondents comprised village
officials accountable for financial management, village facilitators engaged in coaching and supervision, and members
of the Village Consultative Body (BPD) knowledgeable about legislative and supervisory roles in village financial
governance.

The official WhatsApp group network of village administrations and associations in South Sulawesi
disseminated the questionnaire. The measurement employed a five-point Likert scale, comprising strongly disagree
(1), disagree (2), neutral (3), agree (4), and strongly agree (5). We designed this scale to allow participants to evaluate
each statement in the questionnaire with adequate variance in responses. A total of 227 respondents who satisfied the
criteria completed the questionnaire following its distribution. This quantity is deemed sufficient for testing with the
Structural Equation Modeling (SEM) methodology utilizing Partial Least Squares (SmartPLS), which accommodates
complex research models and is resilient to non-normal data distributions and relatively small sample sizes (Henseler
et al., 2016).

Measurement of Variables and Data Analysis

This study uses five measures to assess the quality of village apparatus, encompassing technical competence,
regulatory comprehension, administrative proficiency, integrity, and accountability (Paratama & Wahyudi, 2021;
Wahyudi & Hasri, 2021). The caliber of village facilitators is assessed through six indicators: technical knowledge,
communication skills, active presence and engagement, integrity, reporting proficiency, and facilitation abilities (Aldo
etal., 2023; Pujowati & Lestari, 2019). The function of BPD as a moderating variable is assessed via seven indicators:
legislative function, supervisory function, community participation, budget approval, transparency, coordination with
village government, and reporting effectiveness (Fahrudin & Trisnawiana, 2023; Putra & Hapsari, 2020). The quality
of village financial management, as the dependent variable, is assessed using six indicators: budget planning, budget
execution, reporting, accountability, community involvement, and regulatory compliance (Jannah et al., 2021; Kadir
et al., 2017; Pangayow & Patma, 2021; Ratih & Nurhasah, 2018). We performed an analysis of the outer model to
assess convergent validity, discriminant validity, and construct reliability before evaluating the structural model.
Convergent validity is assessed using the loading factor value and Average Variance Extracted (AVE), whereas
reliability is evaluated by Cronbach's Alpha and Composite Reliability. The inner model analysis encompasses
evaluating the correlation among variables using path coefficients, R-squared, f-squared, and Q-squared values. We
conducted moderation tests to assess how BPD influences the enhancement or attenuation of the independent variable's
effect on the dependent variable. The subsequent table delineates the operationalization of variables in this research:

Table 1
Measurement of Variables

Variable Acronym Indicators Reference
Competence of KAD Technical competence; regulatory (Ratih & Nurhasah, 2018;
Village understanding; administrative skills; Suhardjo & Faisal, 2024;
Government integrity; responsibility. Wahyudi & Hasri, 2021)
Apparatus
Competencies  of KPD Technical knowledge; communication (Dilla & Coryanata, 2024;
Village Facilitator skills; attendance; integrity; reporting; Pujowati & Lestari, 2019;

facilitation. Susanti et al., 2022)

The Role of the BPD Legislation, supervision; engagement; (Fahrudin & Trisnawiana,
Village budget approval; openness 2023; Pujowati & Lestari,
Consultative Body collaboration; reporting effectiveness.  2019; Umanailo, 2019;

Yuhandra & Adhyaksa, 2018)
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Quality of Village @ KPKD  Planning; implementation; reporting; (Kadir et al., 2017; Kulsum &

Financial accountability; participation; Bratamanggala, 2024; Ratih &
Management regulatory compliance. Nurhasah, 2018; Widarnawati
et al., 2018)

Source: Primary data

RESULT AND ANALYSIS
Estimation Model
This study's model estimate methodology commences with an assessment of the outer model to determine
the convergent validity of each indicator relative to its latent component. Convergent validity can be evaluated by
examining the outer loading value of each indicator. Henseler et al. (2016) assert that an optimal outer loading value
exceeds 0.70, as it signifies that the indicator substantially contributes to the measurement of its construct. The findings
from the outer model measurement, as illustrated in Table 2, indicate that all indicators for the KAD (Quality of
Village Apparatus), KPD (Quality of Village Assistance), BPD (Role of the Village Consultative Body), and KPKD
(Quality of Village Financial Management) variables possess an outer loading value exceeding 0.70, signifying their
convergent validity. Consequently, all indicators employed in this model were preserved for subsequent research.
Table 2
Initial Outer Loadings
Variable KAD KPD BPD KPKD

X1.1 0,833

X1.2 0,857

X1.3 0,829

X1.4 0,771

X1.5 0,813

X2.1 0,856

X2.2 0,811

X2.3 0,836

X2.4 0,854

X2.5 0,763

X2.6 0,844

Z.1 0,901

7.2 0,881

Z3 0,904

74 0,890

Z.5 0,880

7.6 0,795

z. 0,859

Y.1 0,811

Y.2 0,795

Y3 0,796

Y.4 0,794

Y.5 0,797

Y.6 0,792

Source: Research Data Output, SmartPLS 4

The relationship between constructs was examined using path analysis in the structural model depicted in
Figure 2. The model estimation results indicate that KAD positively influences KPKD, evidenced by a path coefficient
of 0.315, signifying that an enhancement in the quality of village apparatus correlates with improved village financial
management. KPD exerts a favorable effect on KPKD, evidenced by a coefficient of 0.311. The findings align with
the stewardship theory, which illustrates the importance of loyalty and honesty among village officials and assistants
in executing financial management responsibilities with accountability. Nonetheless, the moderating effect of BPD
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yields varying outcomes. The moderation of BPD on the link between KAD and KPKD exhibited a positive coefficient
of 0.175, while the moderation of BPD on the relationship between KPD and KPKD revealed a negative value of -
0.057. This conclusion suggests that the efficacy of BPD moderation on the involvement of village assistants in village
financial management requires contextual reevaluation. Figure 2 illustrates the link among these constructs and
indicators.

X1.2 X1.3 X1.4 X1.5 X1

0.857 0829 0771 0813 gg33

BPD
0901 0881 ngoa ggg 0.880 0795 0859

w N

Z1 z2 z3 z4 5 8 z7

Figure 2. Path Diagram
Source: Research Data Output, SmartPLS 4

Reliability and construct validity tests were performed to ascertain the reliability and validity of the model's
constructs. Table 3 demonstrates that all structures have Cronbach's alpha, rho_a, and composite reliability values
over 0.70. This signifies that the constructions exhibit strong internal consistency. The KAD construct exhibits the
highest composite reliability score of 0.958, while the KPD construct demonstrates the lowest value at 0.912.
Furthermore, all Average Variance Extracted (AVE) values exceed 0.50, signifying that the indicators within each
construct account for over 50% of the construct variance. The maximum AVE value was seen in KAD (0.763) and
the minimum in KPKD (0.636); however, both remain within acceptable thresholds as per (Henseler et al., 2016;
Leguina, 2015). Consequently, this model demonstrates adequate reliability and validity for examining interactions
between constructs.

Table 3
Reliability and Construct Validity
Cronbach's rho A Composite Average Variance
Alpha Reliability Extracted (AVE)
KAD 0,948 0,953 0,958 0,763
KPD 0,879 0,879 0,912 0,674
BPD 0,908 0,913 0,929 0,686
KPKD 0,886 0,887 0,913 0,636

Source: Research Data Output, SmartPLS 4

Discriminant Validity

We conduct the discriminant validity assessment in this model using the Fornell-Larcker criterion to confirm
that the constructs within the model measure distinct concepts. Discriminant validity is achieved when the square root
of the Average Variance Extracted (AVE), indicated on the main diagonal, exceeds the correlations with other
constructs in the corresponding row and column (Henseler et al., 2016; Leguina, 2015). The data in Table 4 indicates
that all primary diagonal values (0.874 for BPD, 0.821 for KAD, 0.828 for KPD, and 0.798 for KPKD) exceed the
off-diagonal values for each construct. This result signifies that each construct in this model accounts for its respective
indicator variable more effectively than other constructs, hence satisfying the criterion for robust discriminant validity.
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Table 4
. Fornell-Larcker Criterion
BPD KAD KPD KPKD
BPD 0,874
KAD 0,537 0,821
KPD 0,591 0,648 0,828
KPKD 0,556 0,605 0,620 0,798

Source: Research Data Output, SmartPLS 4

Determinant Coefficient (R?)

The coefficient of determination (R?) has been used to assess the degree to which the independent constructs elucidate
the dependent variable. A high R? signifies the extent to which the variance in the dependent variable is elucidated by
the independent variables within the model. The research shown in Table 5 demonstrates that the KAD, KPD, and
BPD constructs collectively account for 51% of the variance in KPKD (Quality of Village Financial Management),
while the modified R-square value of 0.499 reflects an adjustment for the number of constructs in the model. Henseler
et al. (2016) assert that an R? value of 0.50 or more is classified as moderate, indicating that the structural model in
this study possesses commendable predictive power.

Table 5
. Determinant Coefficient (R?)
R-square R-square adjusted
KPKD 0,510 0,499

Source: Research Data Output, SmartPLS 4

Hypothesis Test Results
The outcomes of hypothesis testing in this model are displayed in Table 6, illustrating the strength and
direction of the association between constructs in the structural model. We derive the values from the calculated path
coefficients, t-statistical tests, and p-values, which indicate the significance of each association.
Table 6 presents numerous significant observations. We validate the initial hypothesis that BPD influences
KPKD as significant, with a t-value of 3.243 and a p-value of 0.001. The second hypothesis about the impact of KAD
on KPKD is significant, with a t-value of 4.235 and a p-value of 0.000. The third hypothesis indicates that KPD
significantly influences KPKD, with t = 3.130 and p = 0.002. The fourth hypothesis posits that BPD moderates the
link between KAD and KPKD, which is statistically significant with t = 2.283 and p = 0.022. The fifth hypothesis
about BPD moderating the link between KPD and KPKD is not significant, as evidenced by a t-value of 0.673 and a
p-value of 0.501.
Consequently, four of the five hypotheses in this research model are corroborated by the data, however, one
hypothesis is dismissed due to its failure to achieve the requisite statistical significance level.
Table 6
. Hypothesis Test Results
Original  Sample Standard T statistics P values Description
sample mean deviation (JO/STDEV))

(0) () (STDEYV)
BPD -> KPKD 0,254 0,251 0,078 3,243 0,001 Significant
KAD -> KPKD 0,315 0,315 0,074 4,235 0,000 Significant
KPD -> KPKD 0,311 0,318 0,099 3,130 0,002 Significant
BPD x KAD -> KPKD 0,175 0,171 0,077 2,283 0,022 Significant
BPD x KPD -> KPKD -0,057 -0,051 0,084 0,673 0,501 . NOt
Significant

Source: Research Data Output, SmartPLS 4
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Analysis
The Influence of Competence of Village Government Apparatus on Quality of Village Financial Management

This study's findings show that the quality of village apparatus (KAD) significantly affects the quality of
village financial management (KPKD), evidenced by a path coefficient of 0.315, a p-value of 0.000, and a t-statistic
of 4.235. The findings suggest that enhancing the competence, integrity, and technical proficiency of village officials
directly influences the quality of financial governance in villages. From the standpoint of stewardship theory, these
findings bolster the notion that public officials committed to communal interests are likely to act with accountability
and responsibility in the management of public finances (Donaldson & Davis, 1991). Competent village administrators
can strategize, execute, and evaluate budget utilization according to the principles of efficiency and effectiveness.

This finding aligns with the research conducted by Aprilya & Fitria (2020), Wahyudi & Hasri (2021), and
Wahyuningsih & Kiswanto (2016), which underscores that the technical proficiency, comprehension of regulations,
and ethical commitment of the personnel influence the transparency and accountability of village financial
management. Enhancing the competence of village human resources via competency-based training and fortifying
internal village regulations are advisable measures to promote the sustainability of village governance changes.
Village financial governance relies on both the external monitoring system and the internal quality of its management
resources.

The Influence of Competencies of Village Facilitator on Quality of Village Financial Management

The competence of village facilitators (KPD) significantly impacted KPKD, evidenced by a path coefficient
of 0.311, p = 0.002, and a t-statistic of 3.130. The findings indicate that village facilitators significantly enhance the
efficacy of financial management at the village level. The village facilitator serves as an institutional agent, offering
technical aid in financial planning and reporting while also connecting the village with central policies and external
resources.

Empirical evidence for this conclusion is derived from the research conducted by Aldo et al. (2023), Aprilya
& Fitria (2020), and Pujowati & Lestari (2019), indicating that village facilitators enhance administrative practices
and the formulation of financial reports utilizing the village financial information system (SISKEUDES). In the
context of stewardship theory, village facilitators serve as accountability catalysts, operating on collaborative
principles and enhancing village institutional capacity. Challenges encountered in the implementation of village
facilitators' roles encompass insufficient numbers, excessive workload, and inadequate competence quality in remote
places. Consequently, enhancing the efficacy of village facilitators necessitates proactive policy in recruitment,
ongoing training, and sufficient logistical support.

Moderating Role of Village Consultative Body on the Effect of Competence of Village Apparatus and
Competence of Village Facilitator

The role of BPD as a moderating variable displayed different results in the two relationships tested. The
moderating effect of BPD on the link between KAD and KPKD was significant, with a coefficient of 0.175, p=0.022,
and a t-statistic of 2.283. This finding suggests that an active BPD enhances the beneficial impact of village equipment
quality on finance management quality. This discovery corroborates agency theory, which illustrates the importance
of institutional supervision systems in mitigating the danger of knowledge asymmetry and opportunistic conduct
(Jensen & Meckling, 1976). Conversely, from the standpoint of stewardship theory, the collaboration between the
village executive apparatus and legislative bodies like the BPD demonstrates a unified commitment to public
objectives (Aprilya & Fitria, 2020; Donaldson & Davis, 1991), thereby fostering enhanced accountability and
participatory financial governance.

In contrast, the moderation effect of BPD on the relationship between KPD and KPKD produced different
results, which were found to be insignificant, with a coefficient of -0.057, p = 0.501, and a t-statistic of 0.673. The
role discontinuity between community facilitators and BPD in practice elucidates this situation. Frequently, these two
players function in distinct areas. Facilitators concentrate on technical and administrative dimensions, whereas the
BPD engages in legislative and supervisory functions. The absence of coordination, a formal collaboration framework,
and divergent task perceptions between the two may render the BPD's moderating role ineffective in enhancing the
impact of village facilitators on financial management. Within the agency theory paradigm, this state signifies an
ineffective horizontal control structure that ought to serve as a counterbalance in village government (Tosi et al.,
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2003). Simultaneously, within the stewardship framework, the absence of common values and alignment of missions
between technical and legislative entities obstructs the establishment of collaborative governance (Davis et al., 1997;
Hernandez, 2012). Consequently, it is essential to implement rules and coordination procedures that enhance the
synergy between BPD and village facilitators within the context of an adaptable and responsible village government
structure.

Novelty of Findings

The novelty of this study lies in its empirical evidence on the moderating role of the Village Consultative
Body (BPD) in village financial governance. While previous research has largely emphasized the direct influence of
technical competence and facilitation on financial management, this study demonstrates that institutional oversight
mechanisms can conditionally alter these relationships. Specifically, the finding that BPD significantly strengthens
the effect of village apparatus competence, but does not moderate the role of facilitators, highlights the contextual and
non-linear nature of governance outcomes at the village level. This adds a new dimension to the literature by shifting
the discussion from simple direct-effect models toward a more nuanced understanding of institutional interactions in
public sector accountability.

CONCLUSION

This study indicates that the level of village apparatus, the proficiency of village facilitators, and the
performance of the Village Consultative Body (BPD) significantly impact the quality of village financial management.
Furthermore, the role of BPD has been demonstrated to mitigate the impact of village apparatus quality on financial
management quality, although it does not significantly modify the association between the quality of village assistants
and financial management. This outcome validates the significance of human resource capability within villages and
collaboration across village institutions to enhance accountable and transparent financial governance. These findings
theoretically reinforce the significance of stewardship theory and agency theory in elucidating organizational behavior
within the public sector at the village government level, particularly in developing nations.

This study's primary contribution is the integrative modeling of technical and legislative village stakeholders
within the context of public financial management. This study offers significant policy implications for the
government, including the necessity to enhance the ability of village institutions via ongoing training, fortify
collaboration among village stakeholders, and develop more flexible supervisory frameworks. This study enhances
the knowledge base in public sector accounting by offering actual evidence from the local government level.
Additional research is advised to investigate other contextual elements, including the leadership traits of the village
head, community engagement, and the application of information technology in village financial governance,
employing a longitudinal approach to capture the temporal dynamics of sustainable financial governance.
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