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ABSTRACT 
 

 

Village-owned Enterprise (VOE) in Indonesia provides a promising contribution 
to the rural empowerment program in Indonesia. VOE was designed to create 
more jobs and help market Village products to solve the rampant problems of 
unemployment, poverty, and inequality in the villages. Despite the enormous 
funding and support, most VOEs do not perform well and fail to create social 
value. This study uses the New Institutional Theory and Institutional Analysis 
and Design (IAD) to underpin the emergence and development of VOE in 
Indonesia. This study aims to examine the institutional contexts of the 
emergence and development of VOE in Indonesia, investigate the business 
model, the governance and the sustainable value creation of VOE in Indonesia. 
This thesis used a qualitative study, specifically a single case study method in 
discussing the objectives. VOE Panggung Lestari the winner of the ASEAN 
Leadership Award 2019 in Social Change is chosen as a single case study. Three 
stages of study are carried forward, first preliminary study by literature review 
and interviewing five VOEs management to understand the nature and 
phenomenon of VOE, second observation and in-depth interview to the key 
informants in Panggungharjo Village and third focus group discussion in 
national and local level and triangulation to the written documents and reports. 
The research divides the period of observation of the institutional context of the 
emergence and development of VOE into two periods. In the period I 2004-
2014, this research finds evidence of institutionalisation of Village Owned 
Enterprise (VOE) in the form of isomorphism in the business models and 
governance. In the Period II of 2014-2021, the exogenous shocks of the 
regulation change, cognitive cultural shifting, and market failure triggered the 
institutional change in VOE. The institutional change is the evidence that a 
village such as Panggungharjo Village can identify, interpret, and modify the 
local institution to adapt to the institutional context change and to fit the new 
environment. This finding is consistent with the Institutional Analysis and 
Development and contrary to the New Institutional Theory. The role of the local 
leader and the supportive Village’s local arena is the major contributor to the 
institutional change in Panggungharjo Village. Participative governance and 
professional management are effective in confronting legitimacy issues and 
maintaining public trust and support. This research noted the importance of 
cognitive cultural shifting toward open, trusting each other, cooperative, self-
help, and persistence to ensure the Village's local actors work together toward 
the same goals. This research also outlines the VOE Panggung Lestari 
Sustainable Value Creation framework and checklist to help other VOEs 
manage the challenges and thrive in the establishment, growth, and maturity 
phase.  
 
Keywords: Village-owned Enterprise, Institutional Entrepreneur, Social 
Enterprise Business Models, Participative Governance, Rural Empowerment, 
Sustainable Value Creation 
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