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 Introduction: Until the end of 2021, the legal issue having been an actual 
trending topic and hot issue which attracts the attention of scholars and 
researchers, is the phenomenon of the emergence of criminal acts of corruption 
committed in congregation by the management of the Village Credit Institution 
in Bali. 
Purposes of the Research: The present study aims at identifying whether or 
not the results of the regency inspectorate’s audit can be used as a basis for 
prosecuting suspects in the cases of abuse of Village Credit Institution finance 
as well as alternative solutions that necessarily need to be taken to resolve the 
cases. 
Methods of the Research: The research method used is a mixed legal research 
method. Data are presented using a systematic description technique. 
Results of the Research: The resolution of cases is carried out in a traditional 
manner with the spirit of local wisdom and kinship through the Paruman Krama 
of Traditional Villages to attain an agreement or consensus. The prosecutor’s 
office, however, enters into this customary realm, then participates in 
conducting preliminary investigations and investigations. The involvement of 
prosecutor is only on the basis of a document issued in 1988 regarding the Bali 
Governor’s Assistance amounting to two million rupiah as the initial capital for 
the establishment of the Village Credit Institution. 

 

 

1. INTRODUCTION  

In essence, whatever is attempted and done by human beings in the community both 
as an institution or as a community actually aims to improve the welfare of themselves, their 
families and society. In addition, the things done are also in order to ensure the realization 
of social order 1. Unfortunately, in practice, there are many obstacles, challenges, and 
hindrances in realizing the intended goal. One of them is the corrupt and mental behavior 
that ignores the procedural process and is very concerning. Criminal acts of corruption by 
stealing people’s money have really worst results. They are considered as extraordinary 
crimes 2, because they can damage the democratic system and undermine the 

                                                           
1 Thomas Burger, “Talcott Parsons, the Problem of Order in Society, and the Program of an Analytical 

Sociology,” American Journal of Sociology 83, no. 2 (1977): 230–39. 
2 Vidya Prahassacitta, “The Concept of Extraordinary Crime in Indonesia Legal System: Is the Concept 

An Effective Criminal Policy?,” Humaniora 7, no. 4 (2016): 513–21, 
https://doi.org/10.21512/humaniora.v7i4.3604. 
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competitiveness of the nation, besides being able to loosen the spirit of the younger 
generation to study and struggle. 

Speaking of corruption as an obstacle to development, it turns out that by the end of 
2021, the legal issue having appeared as an actual and interesting trending topic and hot 
issue to be discussed and researched has emerged in Bali. In particular, it is the phenomenon 
of the emergence of cases of criminal acts of corruption committed in congregation by the 
management of the Village Credit Institution in the area 3. The Village Credit Institution (in 
Indonesian ‘Lembaga Pengkreditan Desa’ and abbreviated as LPD) refers to microfinance 
institution belonging to traditional villages that are established based on local wisdom 4 5 6. 

In the case of a criminal act of corruption in the form of abuse of money at the Village 
Credit Institutions, the losses suffered are not half-hearted; it reaches hundreds of billions 
of rupiah 7. Generally, these cases are resolved in a traditional method with the spirit of local 
wisdom filled with a sense of kinship. They are resolved through deliberation or Paruman 
Krama of Traditional Villages to reach an agreement or consensus 8. However, the 
prosecutor’ office suddenly entered the realm of this custom, and then took part in 
conducting preliminary investigations and investigations 9. The result is actually counter-
productive, because positive law enforcement by the prosecutor’s office on this case is 
considered not beneficial to the community 10, especially in calculating the state losses with 
very minimal findings so that they tend to lighten penalties for violators of this customary 
village mandate. 

The involvement of the prosecutor’s office in resolving cases of criminal acts of 
corruption at the Village Credit Institution is only based on a document published in 1988 
regarding the Bali Governor’s Assistance amounting to two million rupiah as the initial 
capital for the establishment of the institution. In other words, the truth is not the material 
truth required in the realm of criminal law, but only the formalistic truth as required by the 
realm of civil law. It is because it appears that in the realm of empirical facts, the initial 
capital for the establishment of the Village Credit Institution originated from the collective 
funds collected by the karma (community) of Traditional Villages in the form of urunan or 
pecingkreman 11. The matter that is even more concerning is the distortion of the gap 
regarding the amount of state losses determined by the prosecutor. For example, an audit 
conducted by a traditional village officer or administrator through the Village Credit 

                                                           
3 Ni Nyoman Padmawati, “Determinants of Economic Loss of Village Credit Institutions and Their 

Policies,” Journal of Tourism Economics and Policy 1, no. 2 (2021): 95–101, 
https://doi.org/https://doi.org/10.38142/jtep.v1i3.149. 

4 (Suwitra et al. 2020; 
5 Putra and Sarjana 2018; 
6 Putri and Withnall 2018) 
7 Padmawati, “Determinants of Economic Loss of Village Credit Institutions and Their Policies.” 
8 Ketut Widia, Cara Mudah Memahami Desa Adat Di Bali (Badung: CV. Putra Mas Mesari, 2021). 
9 Sri Endah Wahyuningsih and Agus Sunaryo, “The Role of Prosecutor Office in the Eradication of 

Corruption Criminal Acts in Indonesia,” Jurnal Pembaharuan Hukum 4, no. 2 (2017): 244–54, 
https://doi.org/10.26532/jph.v4i2.1701. 

10 I Gede Zulvan Raydika, “Kedudukan Hukum Dan Kinerja Lembaga Perkreditan Desa (LPD) 
Pakraman Di Bali Dalam Sistem Lembaga Keuangan Mikro Menurut Undang-Undang Nomor 7 Tahun 1992 
Tentang Perbankan (Studi Di LPD Desa Pakraman Kedonganan, Kabupaten Badung)” (Universitas Brawijaya, 
2013). 

11 I Made Agus Mahendra Iswara and Ketut Adi Wirawan, “Peran Kejaksaan Dalam Pemberantasan 
Tindak Pidana Korupsi Desa Di Indonesia,” Kertha Wicaksana 14, no. 1 (2020): 69–76, 
https://doi.org/https://doi.org/10.22225/kw.14.1.1799.69-76. 
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Institution Asset Rescue Team found the potential loss to the community was IDR 
3,000,000,000 (three billion rupiah). Then, the Prosecutor’s Office claimed the state’s loss was 
only IDR 1,000,000,000 (one billion rupiah). Thus, it became out of sync with the basis of the 
document for capital participation from the Governor of Bali which amounted to IDR 
2,000,000 (two million rupiah) in 1988 with claims for state losses that reached IDR 
1,000,000,000, and also with the results of the audit by the traditional village management 
or administrators who found the community concerned suffered losses of up to IDR 
3,000,000,000 12. 

The prosecution’s claim is considered a far-fetched and light act by the public; as if the 
practice of the legal mafia had occurred. Based on observations in the field, the reason why 
many traditional villages have not established a Village Credit Institution is they feel unable 
to manage it professionally. They doubt that an institution which in essence has a noble 
purpose for the welfare of the community turns out to serves as the cause of disastrous 
divisions and commotion for the community due to the wrong management and 
administration. If examined in more depth, it appears that this reasoning is true, considering 
that until the end of 2021, there had been many Village Credit Institution administrators 
who were detained by the prosecutor’s office because they were indicated to have abused 
public funds collected in the institution. There is a lot of news regarding the Village Credit 
Institution that went viral on social media because its administrators were indicated to have 
committed criminal acts of corruption. Among them are the following: 

1) The Head of LPD Anturan Buleleng, being indicated to have abused funds of 
approximately IDR 174 billion. 

2) The Head of LPD Kapal Badung, being indicated to have abused public finances of no 
less than IDR 240 billion. 

3) The Head of LPD Desa Tuwed, the Regency of Jembrana, being indicated to have 
abused public funds up to IDR 2.4 billion. There are many more LPD heads who are 
entangled in legal cases alleging committed criminal acts of corruption of public 
money or harming the state.  

4) The Head of LPD Sunantaya, the Regency of Tabanan, being indicated to have abused 
public funds of approximately IDR 125 million. 

5) The Head of LPD Temukus, the Regency of Buleleng, being indicated to have abused 
public funds of approximately IDR 1.2 billion. 

6) The Head of LPD Tamlang, the Regency of Buleleng, being indicated to have abused 
public funds amounting to IDR 700 million. 

7) The Head of LPD Manik Liu Tampaksiring Gianyar, being indicated to have abused 
public funds of approximately IDR 240 million. 
 
The data above represent the data regarding the criminal acts of corruption committed 

at the Village Credit Institutions in Bali which went viral after reported by the mass media, 
both electronic and print media. Of course, with the present research, cases of corruption at 
other Village Credit Institutions experiencing a liquidity crisis will be revealed and the 
number will certainly be very large. This is mainly because the institution’s financial 
management system is not yet based on Information Technology whose data can be 
accessed anytime, anywhere, and by anyone. 

                                                           
12 Chandra Ayu Astuti and Anis Chariri, “Penentuan Kerugian Keuangan Negara Yang Dilakukan Oleh 

BPK Dalam Tindak Pidana Korupsi,” Diponegoro Journal of Accounting 4, no. 4 (2015): 1–22. 
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This research is designed to answer the basic problems regarding cases of criminal act 
of corruption at the Village Credit Institution in Bali by measuring losses the state sufferred. 
Therefore, the problems examined in this study are formulated as follows: 

1) Can the results of the audit of the regency/municipality inspectorate be used as a basis 
for prosecuting suspects in cases of financial abuse committed at the Village Credit 
Institutions?  

2) What alternative solutions should be taken in an effort to resolve the cases of financial 
abuse at the Village Credit Institutions? 

 
2. METHOD 

This research belongs to the type of mixed legal research method. There are two 
research approaches applied in this study. The purpose is to make the legal materials and 
data collected more accurate and guarantee the validity of the research results. Legal 
materials were collected using document search methods and library materials by means of 
identification and text analysis. The process was performed by collecting data and legal 
materials in the form of laws and regulations, minutes and notations, legal documents, 
scientific books, publication documents or journals, and other sources of information related 
to the problem under the study, including field-based information collected through 
interviews. All legal materials and data that had been collected were comprehended, 
reviewed, recorded, and clarified to be adapted to the material in the research problems. 
The research was conducted in Bali Province by taking one sample from the village credit 
institutions in each of the five regencies – consisting of Buleleng Regency, Karangasem 
Regency, Klungkung Regency, Tabanan Regency, and Jembrana Regency. 
 

3. RESULTS AND DISCUSSION 

3.1 The Audit Results of the Regency/Municipality Inspectorate Cannot Be Used as a 
Basis for Prosecuting Suspects in Financial Abuse Cases at Village Credit Institutions 

Quo Vadis in this context appears in the form of putting aside, not respecting, and 
ignoring the decisions of indigenous peoples that are autonomous, unique, and religiously 
magical by law enforcers who work in the name of legal certainty, benefit, and justice 13 14. 
Law enforcers carry out their duties at a cost of approximately fifty million rupiah to deal 
with one corruption case at the Village Credit Institutions 15. However, it is as if the law 
enforcers are deliberately setting aside the miseries, screams, and cries of the people who 
save their money at the Village Credit Institution when the money has been abused by the 
administrators of the Village Credit Institution. Thus, it can be argued that the model of law 
enforcement applied by the prosecutor’s office is out of a sense of justice and there is no 
sensitivity to public unrest and suffering; and therefore, it is useless. 

In fact, the wider community and law enforcers do not need to be too excessive in 
judging the Village Credit Institution or its administrators as a failed financial institution. 
Especially if the law enforcers drag their administrators to the Criminal Acts of Corruption 
Court (Pengadilan Tipikor) on charges of committing a crime of corruption. All parties 

                                                           
13 (Poetra 2021; 
14 Suhariyanto 2013) 
15 Mellani Yuliastina et al., “New Remuneration System for Village Government Apparatus (APD): Can 

It Halt Fraud Incident(S)?,” Journal of Accounting and Investment 22, no. 1 (2021): 1–22, 
https://doi.org/10.18196/jai.v22i1.8936. 
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should always keep the atmosphere in the traditional village conducive, as the Village 
Credit Institution indeed belongs to the traditional village and does not belong to the State 
16. The logical construction of legal thinking is the problem has been resolved in a customary 
method, but then it is drawn into the realm of state law into a crime of corruption that is 
detrimental to the state. In fact, the capital to establish a Village Credit Institution is the 
urunan or pacingkrem or the voluntary assistance of the local indigenous krama (community). 
In other words, the Village Credit Institution belongs to the indigenous peoples, not the 
State. Ideally, the alleged loss to the management and the loot that has been taken back 
should be returned to the Village Credit Institution, because it would be very strange if the 
confiscated proceeds were returned to the State treasury in the name of legal certainty, truth, 
and justice based on the One Godhead. 

Thus, law enforcement like this is “a misguide”. The point here is the legal basis used 
to drag and prosecute Village Credit Institution administrators who are experiencing 
problems is a wrong legal basis. Despite being wrong, the legal basis in question continues 
to be applied for prosecution, without the will and courage to make improvements. In this 
context, the legal basis referred to refers to the results of an audit conducted by the 
Regency/Muncipalilty Inspectorate to ensnare the problematic management of the Village 
Credit Institution; that is the wrong base; and thus, it should be called “misguiding”. In this 
context, there are at least three regulations that have been ruled out by law enforcement 17, 
namely: 

1) The Minister of Home Affairs Regulation (PERMENDAGRI) Number 64 of 2007 
concerning Organizational Technical Guidelines and Work Procedures for 
Provincial and Regency/Municipality Inspectors, in particular Article 3 paragraph 
(2) expressly states that, the Regency Inspectorate has absolutely no authority to 
audit the finances of traditional village institutions, and of course, including the 
village credit institutions.  

2) The regency/municipality inspectorate has the task of supervising the 
implementation of administration affairs in the regency/city area, the 
implementation of guidance on the administration of village government and the 
implementation of village administration affairs. 

The village referred to in this regulation refers to the “service village”, not at all 
“traditional villages”. Accusing and punishing the Village Credit Institution management 
on the basis of the audit results from the regency/municipality inspectorate is 
“misguiding”. The Inspectorate is an institution that has absolutely no competence, no 
authority, and no right to audit the Village Credit Institution’s finances. This was 
emphasized by the Head of the Inspectorate of Jembrana Regency saying “We have no right 
to audit the Village Credit Institution’s finances. The Village Credit Institution does not 
belong to the State”. 

Thus, accusing and dragging Village Credit Institution administrators by law 
enforcement on charges of corruption is a wrong legal construction from the start. If it is 
forced, of course in the future law enforcement in Indonesia will no longer be trusted by the 
public because law enforcement is principally based on legal certainty, targets and budgets. 

                                                           
16 Kadek Bagas Piadnyan, I Nyoman Putu Budiartha, and Desak Gede Dwi Arini, “Kedudukan Hukum 

Lembaga Perkreditan Desa (LPD) Dalam Sistem Lembaga Keuangan Mikro,” Jurnal Analogi Hukum 2, no. 3 
(2020): 378–82, https://doi.org/10.22225/ah.2.3.2505.378-382. 

17 Mohammad Jamin, Peradilan Adat: Pergeseran Politik Hukum, Perspektif Undang-Undang Otonomi Khusus 
Papua (Yogyakarta: Graha Ilmu, 2014). 
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It is conceivable that punishing people, in this case the Village Credit Institution 
administrators, with a wrong legal basis will certainly cause the court process to lose the 
public’s trust 18. 

As the law enforcement jargon says, “It is better to release a hundred criminals than to 
punish one innocent person”. The implication is the law in Indonesia pays very serious 
attention to human rights and provides legal protection to citizens who do what is right and 
have good intentions. 

Moreover, the Village Credit Institution management who abused the finances of the 
institution had a good intention to return client/public funds by voluntarily surrendering 
their assets. The state certainly has an obligation to provide protection to every citizen of 
good faith. This is the regulation that is violated and set aside by law enforcers with the 
argument for legal certainty without paying attention to the principles of expediency and 
justice as the goal of law enforcement. 

Law Number 1 of 2013 concerning Microfinance Institutions, especially the provisions 
of Article 39 which expressly states that “This Village Credit Institution is an institution that 
is exempt from the supervision of the Financial Services Authority and is exempted from 
the obligation to pay taxes’. It means that financial problems that took place at the Village 
Credit Institutions are not within the authority of the State to manage, because no State 
finances are harmed, considering that the Village Credit Institutions do not belong to the 
State, but belong to traditional village institutions. The original quote of Law Number 1 of 
2013 Article 39 Paragraph (3) is as follows: “Village Credit Institutions and Lumbung Pitih 
Nagari as well as similar institutions that existed before this Law came into effect shall be 
declared to be recognized for their existence based on customary law and not subject to this 
Law.” 

This means, if there is a financial problem at the Village Credit Institution, it does not 
necessarily involve law enforcement in its resolution, but should be resolved in a traditional 
manner through deliberation to reach consensus in accordance with local wisdom. This does 
not mean that law enforcers intervene in the name of law and truth which are very 
normative. 

Bali Provincial Regulation Number 4 of 2019 concerning Traditional Villages in Bali. 
Article 28 junto Articles 30 and 36 of this regulation confirms that: “Baga Kerta Desa shall 
be obligated to resolve talks/problems’ in traditional villages based on local wisdom”. The 
original quotation from the Article 30 letter (e) and Article 4 Paragraph (2) in the Bali 
Provincial Regulation Number 4 of 2019 is as follows: Article 30 letter (e) Prajuru Desa Adat 
shall be obliged to settle customary/talk cases that occur in the Wewidangan of Traditional 
Village. Article 34 “In carrying out the task of resolving customary/talk cases as referred to 
in Article 30 letter (e), the Traditional Village Prajuru shall be accompanied by the Kerta of 
Traditional Village”. 

Therefore, the presence of law enforcement in this context, in addition to using the 
wrong legal basis in carrying out prosecutions, is also flawed in the way to protect the 

                                                           
18 Jamin. 
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public. It means that law enforcement becomes like “wearing horse glasses”, completely 
insensitive to the suffering of the people who are obliged to be protected by the State. 

3.2 Alternative Solutions That Should Be Taken in Efforts to Resolve Financial Abuse 
Cases at Village Credit Institutions 

In the event that an act of financial abuse occurred at a Village Credit Institution and 
was committed by the management of the institution, based on the Regional Regulation of 
the Province of Bali Number 4 of 2019 concerning Traditional Villages in Bali, the case shall 
be settled in a traditional manner based on local wisdom, a sense of kinship, and 
deliberation to reach consensus. If this approach cannot be achieved, the best way to take is 
to report to the police on the basis of the provisions of Article 372 of the Criminal Code on 
Embezzlement and Article 362 of the Criminal Code on Fraud. 

Based on the findings serving as the results of this study, behind the occurrence of 
financial abuse at the Village Credit Institution which amounts to billions of rupiah, there 
are five leading factors identified. They are: 

a) The supervision of management is not optimal 
b) The emergence of Illegal credit or lending of funds outside the existing mechanism 

and not recorded in the Village Credit Institution administration 
c) The emergence of non-performing loans 
d) Fraudulent credit collector 
e) Expansion of credit with incorrect calculations.  

There are a great number of Village Credit Institutions administrators who manage 
finances by means of speculation, joining in with the act of “land grabbing”. Land is 
purchased at a relatively low price but then offered at a high price. Not only that, these 
speculative lands were reported as high-value assets that the supervisors thought the 
Village Credit Institution was earning a large and healthy profit. In fact, that is not true at 
all. Moreover, if the plot of land does not sell because it is not suitable for sale, the people’s 
purchasing power has decreased due to the Covid-19 pandemic which is still raging, and 
the public’s lack of interest in purchasing the land because the price is expensive and the 
location is far and remote. 
 
4. CONCLUSION 

Based on the problems and research findings, it turns out that established on the 
regulation of Law Number 1 of 2013 concerning Microfinance Institutions, the Inspectorate 
Service at both the regency/municipality level is not permitted to conduct audits of financial 
abuse committed by the Village Credit Institution management. The material used to accuse 
the Village Credit Institution management personnel on committing financial abuse by law 
enforcement is the result of an audit conducted by the regency/municipality Inspectorate 
Institution. In addition to the wrong use of the legal basis, the law enforcement actions 
referred to are also wrong in fulfilling the elements of the articles of the law on corruption 
as confirmed in the provisions of Law Number 31 of 1999 concerning the Crime of 
Corruption, which requires state losses. 
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