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    ABSTRACT

    This study investigates the business potential and micro-financial management practices within the Anggur Merah Self-Reliant Village Program, implemented in North Central Timor Regency, East Nusa Tenggara Province, Indonesia. Utilizing a mixed-method analytical framework, the research applies Location Quotient (LQ) and Shift Share analysis to identify sectoral specialization and regional competitive advantage. These quantitative assessments are further supported by an evaluation of financial management systems adopted by community-based business entities. Findings reveal that multiple sectors exhibit strong localization (LQ > 1) and warrant strategic prioritization for local economic development. These include food crop agriculture, plantations, livestock, forestry, manufacturing, construction, as well as services related to dining, entertainment, and recreation.  The analysis also identifies substantial deficiencies in micro-financial governance. This research contributes to the literature by integrating regional economic analysis with micro-financial management in a context-specific empowerment framework. The results suggest that aligning financial governance mechanisms with sectoral strengths can significantly enhance the sustainability of village enterprises. Furthermore, maintaining fundamental financial oversight across less specialized sectors remains essential. The proposed model offers a contextually appropriate and practically applicable approach to strengthening the long-term efficacy of rural economic development initiatives.
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INTRODUCTION



Research
Background


Rural
economic development serves as a strategic tool for poverty alleviation and the
reduction of regional disparities, particularly in underdeveloped and
archipelagic regions such as East Nusa Tenggara Province (NTT), Indonesia.
Numerous studies affirm that empowering village economies based on local
potential can foster inclusive and sustainable economic growth (Todaro &
Smith, 2020; Kurniawan & Managi, 2018).


As
part of a region-specific affirmative policy, the Provincial Government of NTT
launched the Anggur Merah Self-Reliant Village Program, aimed
at promoting economic self-sufficiency at the village level through the
strengthening of productive enterprises, community capacity development, and
the optimization of revolving fund management. The program positions villages
as active agents of development by relying on local economic potential and
community participation (Bappeda NTT, 2013).


In
North Central Timor Regency (TTU), the implementation of the Anggur
Merah program has fostered the emergence of various micro-enterprises
in sectors such as agriculture, livestock, trade, and services. However, the
outcomes have been inconsistent. While some business units have shown
significant growth, others remain stagnant or have failed.


Literature
on regional development highlights that the success of local enterprises is
strongly influenced by product specialization and regional competitiveness
(Langoday, 2011; Porter, 2008; Krugman, 1991). Analytical tools such as
Location Quotient (LQ) and Shift Share analysis are commonly used to identify
priority sectors and assess regional competitive advantage (Nazara, 2010;
Sutikno & Suliswanto, 2015). However, structural advantages alone are
insufficient to ensure enterprise sustainability without sound financial
management.


In parallel,
numerous studies reveal that weak micro-financial management—such as the
absence of financial records, mixing of business and household finances, and
low financial literacy—is a major factor contributing to the failure of
micro-enterprises in rural areas (Dahmen & Rodríguez, 2014; Widyastuti,
2020). Similar challenges have been observed in many village economic
empowerment programs across Indonesia.


Accordingly,
a comprehensive study is needed to integrate regional business advantage
analysis with micro-financial management practices within the context of
the Anggur Merah Self-Reliant Village Program in North Central
Timor Regency. Such a study can inform policy recommendations and the
formulation of sustainable management models for village-based enterprises.


 


Review of
Previous Studies


A
number of previous studies have examined village economic empowerment programs
and micro-enterprise development from various perspectives. Sutikno and
Suliswanto (2015) employed LQ and Shift Share analyses to identify regional
leading sectors, concluding that base sectors play a vital role in regional
economic growth. Langoday (2011) demonstrated that most regions possess core
regional competencies, such as patchouli cultivation and essential oil
production in Belu Regency, NTT.


Kuncoro
and Idris (2010) argued that regional advantage is not solely determined by
economic structure, but also by the capacity of entrepreneurs to manage
resources and respond to market dynamics. Wibowo and Haryanto (2019) found that
many village economic programs fail to achieve sustainability due to poor
enterprise management and inadequate financial governance.


However, most
existing studies are partial in nature, focusing either on regional economic
potential or on financial management practices, and few specifically examine
region-specific policies such as the Anggur Merah program,
particularly in the context of North Central Timor Regency.










THEORETICAL FRAMEWORK


Rural
Economic Development and Village Empowerment


Rural
economic development constitutes a fundamental pillar of national development
strategies, particularly in addressing poverty, reducing regional disparities,
and diminishing rural communities’ reliance on non-productive economic
activities. According to Todaro and Smith (2020), economic development should
not be solely gauged by income growth, but also by the enhancement of a
community's capacity to manage economic resources independently and
sustainably.


The
village empowerment approach conceptualizes local communities as primary agents
of development, leveraging endogenous resources, social capital, and
participatory mechanisms (Chambers, 2014). Within the Indonesian policy
context, village development initiatives are directed toward stimulating
productive economic activities based on local potential as the main driver of
rural economies (Bebbington et al., 2018). The Anggur Merah Self-Reliant
Village Program, implemented in East Nusa Tenggara Province, exemplifies this
approach by promoting community-based rural economic development through the
support of micro and small enterprises (MSEs).


Theory of
Business Advantage and Regional Competitiveness


Business
advantage and regional competitiveness are pivotal concepts in regional
development discourse. Porter (2008) contends that regional competitiveness is
determined by a region's ability to generate added value through efficient
resource utilization, innovation, and productive efficiency. 


Krugman
(1991), through the lens of New Economic Geography, explains that the spatial
concentration of economic activity fosters specialization and efficiency, which
in turn promote regional economic growth. In the context of village economies,
business advantage is reflected in a village’s capacity to produce and market
competitive products relative to other regions.


Village-based
business advantages are influenced not only by natural resources but also by
human capital, the strength of local economic institutions, and the
effectiveness of business management systems (Kuncoro & Idris, 2010).


Product
Specialization and Location Quotient (LQ) Theory


Product
specialization refers to a condition in which specific economic activities are
more concentrated in a region compared to a broader reference area. The Location
Quotient (LQ) is a widely utilized tool to quantify such specialization. As
proposed by Bendavid-Val (1991), LQ facilitates the identification of base
(export-oriented) and non-base (local-serving) sectors, thereby distinguishing
sectors with the greatest potential to drive regional economic development.


An
LQ value greater than one indicates a sector with a higher-than-average
concentration relative to the reference region, signifying a specialization
that may merit policy prioritization (Nazara, 2010). In the context of
the Anggur Merah Self-Reliant Village Program, LQ analysis is
employed to identify micro-enterprises and village products with structural
advantages, offering insight into their potential to become key drivers of
local economic growth.


Shift Share
Analysis and Product Competitiveness


Beyond
specialization, the competitiveness of a region’s products also depends on
their relative growth dynamics. Shift Share analysis serves as an analytical
framework to deconstruct changes in regional economic performance into distinct
components (Dunn, 1960). According to Sutikno and Suliswanto (2015), the Shift
Share model comprises three primary components:



 	Regional Growth Component (National
     Share) – representing overall regional economic trends;

 	Industrial Mix Component (Sectoral
     Structure) – capturing sector-specific growth trends;

 	Differential Shift Component
     (Competitive Advantage) – measuring the region’s performance relative
     to national or reference benchmarks.




The
differential shift specifically reveals a sector’s competitive strength. A
positive value indicates that a local sector is growing faster than its
counterpart in the reference region, reflecting strong local competitiveness.
Conversely, a negative shift suggests lagging competitiveness.


In
this study, Shift Share analysis is used to assess whether village enterprises
under the Anggur Merah program demonstrate sustainable
competitiveness within the economic structure of North Central Timor Regency.


Micro-Enterprise
Theory and Micro-Financial Management


Micro-enterprises
are integral to rural economies, serving as key sources of employment and
income generation (Beck & Demirgüç-Kunt, 2006). However, the long-term
viability of these enterprises largely hinges on effective financial management.


In the context of
village development programs, the application of transparent, simple, and
contextually appropriate micro-financial management models is essential for
ensuring business continuity and the accountable use of financial assistance
(Ledgerwood, 2013).


Integration
of Business Advantage and Micro-Financial Management


Although
region-based business advantages provide a foundation for enterprise growth,
they do not inherently guarantee sustainability. Porter (2008) asserts that
competitive advantage must be strategically managed to yield long-term
benefits.


This theoretical
framework thus underpins the present study, which aims to analyze the
intersection between business advantages and micro-financial management within
the Anggur Merah Self-Reliant Village Program in North Central
Timor Regency. It provides a conceptual basis for evaluating how sectoral
strengths and financial governance interact to influence the sustainability of
village-based micro-enterprises.










RESEARCH METHODS


This
study was conducted in the North Central Timor Regency (TTU), East Nusa
Tenggara Province, Indonesia. The focus is on group-based enterprises operating
within villages and sub-districts that have implemented the Anggur
MerahSelf-Reliant Village Program.


The
research subjects consist of group enterprises established under the Anggur
Merah Self-Reliant Village/Sub-district Program. Given that the
program has been implemented for three years, this study concentrates on
villages and sub-districts that began participating in the initiative in 2011.
The selection of the 2011 cohort is based on the premise that a three-year
period is sufficient to observe measurable business outcomes and tangible
impacts on enterprise development.










RESULTS
AND DISCUSSION


Analysis of
Leading Commodities


The
results of the Location Quotient (LQ) analysis indicate that the base sectors
in North Central Timor Regency were dominated by the agricultural sector,
supported by the comparative advantages of food crop subsectors, livestock, and
forestry. The analysis also reveals several sectors that are not dominant at
the sectoral level but exhibit advantages at the subsectoral level, namely
restaurants, transportation—particularly road transportation—building rentals,
and private services in entertainment and recreation.


An
overview of the leading and non-leading sectors and subsectors is presented in
the following table.


Table 3. Sectoral/Subsectoral
Location Quotient (LQ) Coefficients of North Central Timor Regency, 2010–2011





 
  
   	
   No.

   
   	
   Sector

   
   	
   Subsector

   
   	
   Lcation
   Quotien

   
  

 
 
  	
  	
  2010

  
  	
  2011

  
 

 
  	
  1

  
  	
  Agriculture

  
  	
   

  
  	
  1.466263677

  
  	
  1.517155033

  
 

 
  	
   

  
  	
   

  
  	
  Food
  Crop Agriculture

  
  	
  1.743836711

  
  	
  1.848220414

  
 

 
  	
  	
  	
  Plantation
  Crops

  
  	
  0.506321457

  
  	
  0.518724348

  
 

 
  	
  	
  	
  Livestock

  
  	
  1.804108936

  
  	
  1.811684341

  
 

 
  	
  	
  	
  Forestry

  
  	
  3.388942108

  
  	
  3.39453131

  
 

 
  	
  	
  	
  Fisheries

  
  	
  0.072120357

  
  	
  0.072155646

  
 

 
  	
  2

  
  	
  Mining
  and Quarrying

  
  	
  Mining
  and Quarrying

  
  	
  0.945785601

  
  	
  0.959277224

  
 

 
  	
  3

  
  	
  Manufacturing
  Industry

  
  	
  Manufacturing
  Industry

  
  	
  1.096438929

  
  	
  1.129708848

  
 

 
  	
  4

  
  	
  Electricity,
  Gas, and Water Supply

  
  	
  Electricity

  
  	
  0.964097006

  
  	
  0.895798809

  
 

 
  	
  	
  	
  Water
  Supply

  
  	
  0.304557443

  
  	
  0.298837857

  
 

 
  	
  5

  
  	
  Construction

  
  	
  Construction

  
  	
  1.008015818

  
  	
  1.005309089

  
 

 
  	
  6

  
  	
  Trade,
  Hotels, and Restaurants

  
  	
  	
  0.427660395

  
  	
  0.421639068

  
 

 
  	
  	
  	
  Wholesale
  and Retail Trade

  
  	
  0.401345507

  
  	
  0.396642154

  
 

 
  	
   

  
  	
   

  
  	
  Hotels

  
  	
  0.189010215

  
  	
  0.184521367

  
 

 
  	
  	
  	
  Restaurants

  
  	
  2.205497196

  
  	
  2.11009318

  
 

 
  	
  7

  
  	
  Transportation
  and Communication

  
  	
  	
  0.867349613

  
  	
  0.864719501

  
 

 
  	
   

  
  	
   

  
  	
  Transportation

  
  	
  1.116471824

  
  	
  0.978535655

  
 

 
  	
   

  
  	
   

  
  	
  Road
  Transportation

  
  	
  1.429611137

  
  	
  1.456077696

  
 

 
  	
  	
  	
  Ferry
  Transportation (ASDP)

  
  	
  0

  
  	
  0

  
 

 
  	
  	
  	
  Sea
  Transportation

  
  	
  0.036818588

  
  	
  0.035360821

  
 

 
  	
  	
  	
  Air
  Transportation

  
  	
  0

  
  	
  0

  
 

 
  	
  	
  	
  Supporting
  Transportation Services

  
  	
  0.182549789

  
  	
  0.176512869

  
 

 
  	
  	
  	
  Communication

  
  	
  0.498650039

  
  	
  0.482355319

  
 

 
  	
  8

  
  	
  Finance,
  Leasing, and Business Services

  
  	
  	
  0.713158583

  
  	
  0.706938971

  
 

 
  	
   

  
  	
   

  
  	
  Banking
  

  
  	
  0.608673854

  
  	
  0.604861239

  
 

 
  	
  	
  	
  Non-Bank
  Financial Institutions

  
  	
  0.55185191

  
  	
  0.536034564

  
 

 
  	
  	
  	
  Building
  Rental

  
  	
  1.142974642

  
  	
  1.168154923

  
 

 
  	
  	
  	
  Business
  Services

  
  	
  0.535954326

  
  	
  0.527715089

  
 

 
  	
  9

  
  	
  Services

  
  	
  	
  0.768196575

  
  	
  0.752225635

  
 

 
  	
   

  
  	
   

  
  	
  General
  Government Services

  
  	
  0.798275314

  
  	
  0.77615665

  
 

 
  	
  	
  	
  Social
  Services

  
  	
  0.681438088

  
  	
  0.679563044

  
 

 
  	
   

  
  	
   

  
  	
  Private

  
  	
  0.701180767

  
  	
  0.688032514

  
 

 
  	
  	
  	
  Entertainment
  and Recreation

  
  	
  1.263567438

  
  	
  1.245328462

  
 

 
  	
  	
  	
  Personal
  and Household Services

  
  	
  0.639430992

  
  	
  0.656432303

  
 







Source: Processed
Secondary Data, 2013.


The
selection of these sectors and subsectors as growth-driving sectors is based on
an underlying assumption of the LQ analytical framework, namely the trickle-down
effect. This development philosophy assumes that, for efficiency purposes,
local governments allocate resources to strong or base sectors with the
expectation that growth in these sectors will spill over to non-base sectors.


Shift Share
Analysis and Competitive Advantage


In
addition to Location Quotient (LQ) analysis, Shift Share analysis—modified
following the Esteban-Marquillas approach—was employed to determine whether a
sector qualifies as a base sector with competitive advantage and
specialization. The modified Esteban-Marquillas Shift Share analysis indicates
that the agricultural sector exhibits both specialization and competitive
advantage; the mining and quarrying sector demonstrates competitive advantage;
the manufacturing sector shows both specialization and competitive advantage;
and the construction sector demonstrates competitive advantage.


Detailed
results of the Shift Share analysis for various sectors are presented in the
following table.



  Table 4. Results of the Modified Esteban-Marquillas Shift Share Analysis, North Central Timor Regency, 2010–2011
  
    
      	N0
      	Economic Sectors
      	Specialization
      	Competitive
      	Location Effect
    

  
  
    
      	1
      	Agriculture
      	8,554,645.35
      	0.03
      	Specialization and Competitive Advantage
    

    
      	2
      	Mining
      	-35,788.18
      	0.01
      	No Specialization but Competitive Advantage
    

    
      	3
      	Industry
      	68,659.55
      	0.02
      	Specialization and Competitive Advantage
    

    
      	4
      	Electricity
      	-40,343.02
      	-0.07
      	No Specialization and No Competitive Advantage
    

    
      	5
      	Building
      	-5,254,816.09
      	0.66
      	No Specialization but Competitive Advantage
    

    
      	6
      	Trading
      	-4,755,196.09
      	-0.02
      	No Specialization and No Competitive Advantage
    

    
      	7
      	Transportation
      	-482,299.65
      	-0.01
      	No Specialization and No Competitive Advantage
    

    
      	8
      	Finance
      	-525,527.86
      	-0.02
      	No Specialization and No Competitive Advantage
    

    
      	9
      	Services
      	-2,808,432.01
      	-0.03
      	No Specialization and No Competitive Advantage
    

  



Source: Processed
Secondary Data, 2013.


Strategies
for the Development of Leading Commodities


The
Medium-Term Regional Development Plan (RPJMD) of East Nusa Tenggara Province
for the period 2009–2013 mandates four major development commitments: (1)
positioning East Nusa Tenggara as a Livestock Province; (2) a Corn-Producing
Province; (3) a Cooperative-Based Province; and (4) a Sandalwood Province. The
provincial government recognizes that achieving these commitments requires
concrete actions, beginning at the village level.


This
awareness is grounded in the recognition that rural communities must be
entrusted with managing development funds to promote productive economic
activities in order to improve their own welfare. Accordingly, the Government
of East Nusa Tenggara Province issued Governor Regulation No. 33 of 2010
concerning Guidelines for the Development of Anggur Merah Self-Reliant
Villages/Sub-districts for the period 2011–2013.


 This
regulation marked a new phase in regional development in which communities were
entrusted with managing provincial government grant funds. This policy was
further operationalized through Governor Regulation No. 5 of 2011 on the
Technical Guidelines for the Distribution of Financial Assistance under the
Anggur Merah Self-Reliant Village/Sub-district Development Program for
2011–2013.


The
objectives of the Anggur Merah Self-Reliant Village/Sub-district development
program for 2011–2013 are as follows:



 	Reducing poverty through the
     development of productive economic enterprises based on the comparative
     and competitive advantages of villages/sub-districts;

 	Empowering rural institutions to support
     the implementation of the four development commitments and eight regional
     development agendas;

 	Creating new prospective entrepreneurs
     capable of generating employment opportunities and increasing labor
     productivity in villages/sub-districts.




Since
its initial implementation in 2011, seven types of products have been developed
by business groups within Anggur Merah Self-Reliant Villages/Sub-districts,
namely: (1) livestock enterprises, (2) agricultural enterprises, (3)
cooperatives and savings–loan services, (4) fisheries enterprises, (5)
plantation enterprises, (6) small-scale industries, and (7) trade and service
enterprises.


To
achieve the objectives of the Anggur Merah Self-Reliant Village/Sub-district
Program and support the four development commitments of East Nusa Tenggara
Province as mandated in the RPJMD 2009–2014, the following section outlines the
conceptual framework and strategies for the development of leading products and
commodities.


Conceptual
Framework for the Development of Leading Commodities


Based
on field findings, seven types of enterprises developed by community groups
each possess distinct leading commodities. Therefore, a clear concept and
strategy for leading commodity development are required to ensure that the four
provincial development commitments can be achieved in a measurable and
sustainable manner.


Fundamentally,
the philosophy underlying these commitments is to prevent East Nusa Tenggara
from remaining categorized as one of the poorest provinces in Indonesia. In
other words, the province aspires to become an advanced, competitive, and
high-performing region.


Porter
(1998) defines competitiveness as a nation’s ability to create sustainable
value added through its firms while maintaining a high standard of living for
its citizens.


 National
competitiveness is preceded by industrial competitiveness, which in turn is
determined by firm-level or micro-enterprise competitiveness. Firm
competitiveness ultimately depends on the competitiveness of the products
produced.


In
the regional context, competitiveness refers to the ability of a region to
create sustainable value added through local enterprises while maintaining a
high quality of life for its population. Regional competitiveness is achieved
through industrial competitiveness, which is driven by competitive firms and
micro-enterprises that enhance the value added of leading commodities. Firm
competitiveness, in turn, is determined by product competitiveness.


Applying
Porter’s competitiveness framework, East Nusa Tenggara can become a highly
competitive province if development strategies are implemented systematically
and sustainably. One concrete step taken by the provincial government is the
establishment of the four development commitments alongside the implementation
of the Anggur Merah Self-Reliant Village/Sub-district Program. However, to
date, a comprehensive grand design outlining the stages toward achieving these
objectives has yet to be collectively agreed upon by all stakeholders.


Referring
to Porter’s competitiveness concept, achieving regional excellence and
competitiveness begins with cluster formation. At least three clusters are
proposed: (1) leading commodity clusters; (2) leading enterprise clusters; and
(3) leading industry clusters. The success of these three clusters is expected
to establish a competitive and high-performing region.


The
role of a competitive region is to create a conducive business climate for
investors by providing clear regulations, supportive policies, and accessible
information for all stakeholders.


Empirical
Findings on Product Competitiveness


The
study finds that efforts to develop competitive leading commodities have been
initiated; however, concrete steps toward achieving a highly competitive
province remain limited. Referring to Porter (1998) and Langoday (2011), the
creation of a competitive region must begin with competitive products. A
competitive product must meet at least three criteria: (1) quantitative
superiority, (2) quality superiority, and (3) sustainability.


On
average, each Anggur Merah Self-Reliant Village/Sub-district comprises
approximately 8–20 business groups, with each group consisting of 6–10 members.
While this structure supports equitable fund distribution, it also results in
small-scale production outputs. Additionally, limited human resource capacity
and risk aversion contribute to cautious fund allocation at both group and
individual levels.


From
a quality perspective, leading products developed within Anggur Merah
Self-Reliant Villages/Sub-districts generally remain at a standard quality
level, as production processes are predominantly manual and lack appropriate
technology. The adoption of appropriate technology is essential to ensure
product quality, cost efficiency, and effective production management.


To
assess product competitiveness, several indicators may be applied, as proposed
by Langoday (2011), including: (1) attractiveness indicators, (2) durability
indicators, and (3) competitiveness indicators. Achieving these indicators
requires the application of appropriate technology to enable products to
compete across various market levels.


Several
leading commodities developed under the Anggur Merah program represent
productive economic activities managed by community groups. Therefore,
strategies for developing leading commodities are closely linked to the
economic sectors from which these commodities originate.


Strategy
for the Development of Livestock as Leading Commodities


Several
types of livestock cultivated by community groups in Desa/Kelurahan
Mandiri Anggur Merah include cattle, buffaloes, horses, goats, pigs,
and poultry. By applying a cluster-based approach in
developing livestock as a leading commodity, several clusters are organized
within a single livestock development area. 


This
livestock industrial area is referred to as the Mandiri Anggur Merah
Village Livestock Industrial Zone (KITDEMAM), employing a multi-cluster
system comprising:


a) Feed and forage
crop cluster

b) Breeding cluster

c) Infrastructure and input supply enterprise cluster

d) Cooperative and microfinance institution cluster

e) Fattening cluster

f) Processing industry cluster (livestock products and organic fertilizer)

g) Trade, information, and partnership cluster

h) Quality control cluster and breeding center


Through
this multi-cluster strategy, it is expected that livestock production can be
increased significantly and interconnected with other clusters within the
community-based industrial zone. This integration is anticipated to generate
higher value added while minimizing various cost components, thereby achieving
greater efficiency.


Strategy
for the Development of Plantation Products as Leading Commodities


Several
plantation products identified as leading commodities include coffee, cashew
nuts, vanilla, and cocoa. Similar to livestock development, the development
strategy for plantation products adopts a multi-cluster
approach within the Mandiri Anggur Merah Village Plantation
Industrial Zone (KIPDEMAM), which includes:


a)   Plantation
commodity production cluster, serving as a smallholder plantation production
center for coffee, cloves, vanilla, and cashew nuts


b)    Production input
and infrastructure supply enterprise cluster

c) Cooperative or microfinance institution cluster

d) Plantation commodity processing industry cluster

e) Trade and marketing partnership cluster

f) Technology garden and farmer field school cluster


Strategy
for the Development of Food Crop Commodities as Leading Commodities


Several
food crop commodities cultivated by community groups in Desa/Kelurahan
Mandiri Anggur Merah include legumes, maize-based products, rice, and
vegetables. Through a cluster-based approach, multiple clusters are established
within a single development zone, known as the Mandiri Anggur Merah
Village Food Crop Industrial Zone (KITMADEMAM), using a multi-cluster
system that includes:


a)      Maize
farming cluster employing intercropping and crop rotation systems with
cassava   


and legumes


b)     Production
input supply enterprise cluster


c)      Cooperative
or microfinance institution cluster


d)     Maize-based
multi-product processing industry cluster


e)      Marketing
cluster encompassing market information and marketing partnerships


f)       Technology
garden and farmer field school cluster


Strategy
for the Development of Marine Products as Leading Commodities


Marine-based
economic activities undertaken by community groups in Desa/Kelurahan
Mandiri Anggur Merah include marine capture fisheries, brackish water
aquaculture, and seaweed cultivation. The development of marine products as
leading commodities also adopts a cluster-based approach, organized within
the Mandiri Anggur Merah Village Marine Product Processing Industrial Zone
(KIPHALADEMAM), employing a multi-cluster system consisting of:


a) Marine capture
and aquaculture cluster

b) Production and processing input supply enterprise cluster

c) Cooperative or microfinance institution cluster

d) Marine product processing industry cluster (fish, seaweed, and other marine
products)

e) Marketing cluster covering market information and marketing partnerships

f) Field school cluster


Financial
Management Concept and Current Conditions


To
ensure the successful implementation of the Demam Program,
each beneficiary group engaged in productive economic activities must apply
comprehensive business management principles, including marketing, production,
financial, and human resource management. Financial management plays a central
and sensitive role in all organizational activities, whether profit-oriented or
non-profit. This highlights the critical importance of capital, requiring
business leaders or entrepreneurs to secure appropriate funding from various
sources and allocate it effectively and efficiently.


Financial
management encompasses planning, analysis, and control of financial activities,
typically carried out by financial managers. Conceptually, financial management
involves three key decisions:



 	Financing decisions (sourcing of
     funds);

 	Investment decisions (allocation and
     use of funds);

 	Profit distribution decisions
     (dividend policy).




All
three decisions require careful consideration, as poor financial decisions can
have long-term implications for business sustainability. Therefore, careful
planning is essential in determining capital sources (whether equity or debt)
and in allocating available capital into various investments to generate
maximum economic value.


Empirical
evidence shows that almost all beneficiary groups of the Demam revolving
fund have not yet applied proper business management concepts in managing their
productive economic activities. For most types of enterprises—except savings
and loan cooperatives—Demam funds are neither systematically
recorded nor managed according to standard financial management practices.
Consequently, beneficiary groups lack accurate information on production costs
incurred until products are sold. Another key issue identified is that all
beneficiary groups rely solely on government-provided funds, with no efforts to
mobilize additional capital from alternative sources to expand their
businesses.


Strategy
for the Development of Revolving Funds


The
revolving funds distributed by the Provincial Government of East Nusa Tenggara
through the Demam Program to each group are relatively small
and function primarily as a stimulus to initiate productive economic
activities. The government expects that beneficiary groups will gradually
expand their businesses by mobilizing capital from other sources—both internal
and external—and managing these funds professionally.


Several
solutions are proposed to address existing challenges:

First, enhancing the financial management capacity of program facilitators;

Second, providing practical financial management training to all Demam fund
beneficiary groups; Third, ensuring the availability of adequate microfinance
institutions so that beneficiary groups do not rely solely on government funds
but can independently develop their enterprises.


Concept and
Strategy of Business Financial Administration and Reporting


Accounting
is often referred to as the language of business, as it provides
information essential for decision-making. Financial administration or
accounting supplies the informational basis for economic decisions by
presenting quantitative—typically financial—information about past events
relevant to current decisions. The basic data for accounting consist of business
transactions, which are financial events that alter an organization’s
resources, including purchases, sales, cash receipts, and other financial
activities.


Every
business organization requires two primary types of information: the value of
the enterprise and its profit or loss. This information is useful for:



 	determining the amount of capital
     invested in the business;

 	assessing business performance and
     growth;

 	explaining the firm’s financial
     condition when seeking credit from banks or other parties;

 	serving as a basis for policy and
     strategic decisions.




To
obtain such information, organizations maintain systematic records of monetary
transactions. However, the distribution of grant funds to Desa/Kelurahan
Mandiri Anggur Merah has not been supported by adequate bookkeeping
practices. Theoretically, proper financial administration and bookkeeping are
essential components of sound regional financial management, ensuring
effectiveness, efficiency, transparency, and accountability.


The
fundamental principles of accounting include:


1)      Business
entity concept – The assets of a business are separate from the personal
assets of the owners;


2)      Going
concern concept – The business is assumed to operate continuously for an
indefinite period as long as it remains profitable;


3)      Accounting
period concept – Financial reports are prepared for specific periods to
support decision-making and comply with customary or legal requirements;


4)      Historical
cost concept – Assets are recorded at acquisition cost, supported by
objective evidence;


5)      Accrual
concept – Revenues and expenses are recognized in the period in which they
occur, ensuring proper matching of costs against revenues.


The
types of accounting or financial statements produced by business groups
in Desa/Kelurahan Mandiri Anggur Merahinclude:


a)     
For
sole proprietorships: Balance Sheet, Income Statement, and Capital Statement;


b)    
For
legally incorporated entities: Balance Sheet, Income Statement, and Retained
Earnings Statement.


Model of
Financial Administration / Bookkeeping and Financial Reporting


Financial
statements are the primary instruments for communicating financial information
to external stakeholders and serve as an important basis for economic
decision-making. These financial statements represent the final output of the
financial accounting system, which begins with data recording and accumulation,
followed by data processing and interpretation, and ultimately results in the
preparation of financial reports


The
transactions carried out by small organizations are essentially similar to
those undertaken by large organizations or corporations. Every enterprise aims
to generate profit, which is achieved through sales activities, whether
involving goods or services. To support sales as the core activity, enterprises
must engage in various supporting activities. Organizational or business
activities can be classified as follows:


a. Cash
disbursements;

b. Cash receipts;

c. Sales of goods or services;

d. Purchases of goods or services;

e. Other non-cash transactions.


In
bookkeeping practices, these transactions are recorded in journals and
subsidiary books. The journals include:


a.      Cash
disbursement journal;

b. Cash receipt journal;

c. Sales journal;

d. Purchase journal;

e. General journal (memorial journal).


 


Meanwhile,
subsidiary books include:



 	Accounts receivable subsidiary ledger;

 	Accounts payable subsidiary ledger;

 	Inventory subsidiary ledger.




In
simple bookkeeping systems, transactions recorded in journals are not further
processed into other accounting records. This bookkeeping model does not
recognize a general ledger and does not continuously record or track changes in
the composition of assets, liabilities, and owners’ equity.
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Figure 1.
Core Accounting Process
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Figure 2. Recording and Financial
Reporting Process Using Double-Entry and Single-Entry Methods





Bookkeeping
Models


The
business bookkeeping models include the following:


1.      Cash Book



 
  	
  Date

  
  	
  Description

  
  	
  Receipts

  
  	
  Payments

  
  	
  Balance

  
 

 
  	
   

  
  	
   

  
  	
   

  
  	
   

  
  	
   

  
 




2.      Cash
Receipt Book (CRB)



 
  	
  Date

  
  	
  Description

  
  	
  Posting Reference

  
  	
  Amount

  
 

 
  	
   

  
  	
   

  
  	
   

  
  	
   

  
 




3.      Cash
Disbursement Book (CDB)



 
  	
  Date

  
  	
  Description

  
  	
  Posting Reference

  
  	
  Amount

  
 

 
  	
   

  
  	
   

  
  	
   

  
  	
   

  
 




4.      Purchase
Book (PB)



 
  	
  Date

  
  	
  Description

  
  	
  Posting Reference

  
  	
  Amount

  
 

 
  	
   

  
  	
   

  
  	
   

  
  	
   

  
 




5.      Sales Book
(SB)



 
  	
  Date

  
  	
  Description

  
  	
  Posting Reference

  
  	
  Amount

  
 

 
  	
   

  
  	
   

  
  	
   

  
  	
   

  
 




6.      General
Journal (GJ)



 
  	
  Date

  
  	
  Description

  
  	
  Posting Reference

  
  	
  Amount

  
 

 
  	
   

  
  	
   

  
  	
   

  
  	
   

  
 




7.      Accounts Receivable
Book



 
  	
  Date

  
  	
  Description

  
  	
  Posting Reference

  
  	
  Amount

  
 

 
  	
   

  
  	
   

  
  	
   

  
  	
   

  
 




8.      Accounts
Payable Book



 
  	
  Date

  
  	
  Description

  
  	
  Posting Reference

  
  	
  Amount

  
 

 
  	
   

  
  	
   

  
  	
   

  
  	
   

  
 




9.      Inventory
Book



 
  	
  Date 

  
  	
  Description

  
  	
  Quantity (Units)

  
  	
  Unit Price

  
  	
  Total Amount

  
 

 
  	
   

  
  	
   

  
  	
   

  
  	
   

  
  	
   

  
 




 


CONCLUSIONS


Based
on the results of the analysis using the applied analytical tools, this study
draws the following conclusions:



 	Sectors with a Location Quotient (LQ)
     greater than one (LQ > 1) that should be promoted to stimulate business
     growth include food crop agriculture in general, particularly plantations,
     livestock, forestry, manufacturing industries, construction, restaurants,
     entertainment, and recreational services.

 	Sectors exhibiting specialization and
     competitive advantage include the agricultural sector in
     general—especially food crops, vegetables, and livestock—which demonstrate
     both specialization and competitive advantage. In addition, the
     manufacturing sector also shows specialization accompanied by competitive
     advantage. Other sectors, such as construction, exhibit competitive advantage
     but do not constitute specialized sectors. The remaining sectors neither
     demonstrate specialization nor possess competitive advantage.

 	The study finds that many business
     groups do not maintain proper business bookkeeping records, or, if
     bookkeeping practices exist, they do not follow commonly accepted
     accounting standards in business practices. Several enterprises apply
     single-entry accounting models; however, these practices are generally
     unstructured and inadequate.

 	This study proposes a double-entry
     accounting model for the business groups targeted in this research as a
     more appropriate and sustainable financial management system.




 


RECOMMENDATIONS


Timor
Tengah Utara (TTU) Regency is a region with strong advantages in livestock and
agricultural production. Several types of livestock cultivated by community
groups in the Desa/Kelurahan Mandiri Anggur Merah program
include cattle, goats, and pigs. By adopting a cluster-based approach to
livestock development as a leading commodity, multiple clusters can be
established within a single livestock development area. This livestock
industrial zone may be designated as the Mandiri Anggur Merah Village
Livestock Industrial Area (KITDEMAM) with a multi-cluster system
comprising:



 	Feed and fodder crop cluster;

 	Breeding cluster;

 	Input supply and infrastructure
     provider cluster;

 	Cooperative and microfinance
     institution cluster;

 	Fattening cluster;

 	Processing industry cluster (livestock
     products and organic fertilizer);

 	Trade, information, and partnership
     cluster;

 	Quality control and breeding center
     cluster.




The
implementation of this multi-cluster strategy is expected to generate
large-scale livestock production integrated with other clusters within
community-based industrial zones, thereby creating higher value added in the
meat processing industry.


In
addition to livestock, TTU Regency also has a strong comparative advantage in
food crop commodities. Accordingly, the development of food crop–based
industries can also be organized through a cluster approach. Several food
commodities classified as leading products cultivated by community groups under
the Mandiri Anggur Merah program include legumes, maize-based
products, rice, and vegetables. Using a cluster-based approach, a food crop
industrial zone—referred to as the Mandiri Anggur Merah Food Crop
Industrial Area (KITMADEMAM)—can be developed with a multi-cluster
system consisting of:



 	Maize farming cluster with
     intercropping/rotation systems such as cassava and legumes;

 	Production input supply cluster;

 	Cooperative or microfinance
     institution cluster;

 	Maize-based multi-product processing
     industry cluster;

 	Marketing cluster, including market
     information and marketing partnerships;

 	Technology garden/field school
     cluster.




The
integration model for specialized business groups with competitive advantage
should be combined with more modern financial management systems, including
digital-based financial management. Therefore, the adoption of a double-entry
accounting bookkeeping model has become a fundamental necessity for business
development in rural enterprises.
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