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 Abstract  

This study analyzes how Merah Putih Cooperatives (KMP) contribute to 
demand orchestration and institutional synergy with Village-Owned 
Enterprises (BUMDes) in several villages in Kupang and South Central 
Timor (TTS) Regencies. Using a qualitative approach, in-depth 
interviews were conducted with KMP administrators, BUMDes 
representatives, village heads, Village Consultative Bodies (BPD), 
facilitators, MSMEs, and community members. Data were analyzed 
thematically using institutional arrangements, resource orchestration, 
and collaborative governance frameworks. The findings show that the 
KMP pre-order model reduces stock mismatch, improves inventory 
turnover, minimizes stock-outs, and stabilizes cash flow. Clear role 
differentiation, in which BUMDes manages assets, operations, and 
service counters while KMP manages members, markets, distribution, 
and partnerships, helps transform potential channel conflicts into value-
chain collaboration and reduce transaction costs. Simple reporting 
mechanisms and quarterly KPI monitoring strengthen transparency, 
participation, operational discipline, and institutional legitimacy. Risks 
related to dead stock, product returns, and payment terms can be 
mitigated through supply service-level agreements (SLAs) and concise 
memoranda of understanding (MoUs). For MSMEs, KMP improves 
market absorption certainty, product quality and packaging, and 
distribution scheduling. Contextual differences also shape 
implementation: TTS prioritizes supply and price stability, whereas 
Kupang emphasizes market aggregation and quality standardization. 
Overall, KMP has strong potential to improve village-level economic 
coordination when role boundaries, performance indicators, 
transparency, and contractual risk-management mechanisms are 
consistently maintained. 

Introduction 

Rural economic development remains a critical component of inclusive and sustainable 

development, particularly in developing countries where rural communities continue to depend 

heavily on agriculture, small-scale trade, natural resources, and informal economic activities. 

Rural economies are not merely sources of household income but also institutional spaces in 

which community organizations, local enterprises, and economic actors mobilize resources and 

generate collective value. Nevertheless, rural economic development continues to face 

structural constraints, including limited market access, weak distribution networks, inadequate 

production capacity, financial exclusion, and fragmented institutional coordination (Nihayah 

et al., 2024; Ahmad et al., 2024; Msosa, 2022). These challenges are particularly relevant in 

East Nusa Tenggara (NTT), where geographical conditions and differences in local economic 

capacity shape the opportunities available to rural enterprises. The agricultural, forestry, and 
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fisheries sectors accounted for 28.88% of NTT's economic structure in the first quarter of 2024, 

illustrating the continued importance of resource-based economic activities in the province 

(BPS NTT, 2024). 

The Indonesian government has introduced various institutional instruments to strengthen 

village economies, one of the most prominent being Village-Owned Enterprises (Badan Usaha 

Milik Desa or BUMDes). BUMDes are designed to function as village-level economic 

institutions that manage local resources, develop productive economic activities, and generate 

benefits for village communities (Srirejeki, 2018; Winarsi et al., 2018; Hadi et al., 2024; 

Pramesti, 2014). Their role extends beyond commercial activities because they can connect 

village assets, local entrepreneurship, and community development objectives (Kania, 2021; 

Ultari & Khoirunurrofik, 2024). Ideally, BUMDes can transform underutilized resources into 

productive economic activities while supporting local employment and village development. 

However, their performance varies considerably across regions. Existing studies identify 

managerial capacity, capitalization, governance arrangements, accountability, and market 

linkages as important determinants of BUMDes performance (Sofyani et al., 2021; Exploring 

BUMDES Accountability, 2024; Determinant Factors of BUM Desa Performance, 2025). This 

variation raises an important question regarding whether BUMDes alone are sufficiently 

equipped to respond to increasingly complex rural market dynamics (Pawitan et al., 2025; Said 

et al., 2026; Ibrahim et al., 2025). 

The emergence of the Merah Putih Cooperative (Koperasi Merah Putih or KMP) introduces a 

new institutional dimension to rural economic development. Unlike BUMDes, which are 

embedded within village economic governance and manage village-owned resources, 

cooperatives are based on membership, collective ownership, and economic participation 

(Marzuki et al., 2026; Muhith & Widiyarta, 2025; Dewi et al., 2026). Cooperative organizations 

can strengthen the bargaining position of small producers through collective marketing, 

resource pooling, and shared access to economic opportunities (Msosa, 2022; Ahmad et al., 

2024). The presence of KMP therefore creates the possibility of complementary relationships 

between two different institutional models. KMP can potentially aggregate demand, organize 

members, expand market access, coordinate distribution, and develop partnerships, while 

BUMDes can contribute physical assets, operational capacity, service facilities, and village-

level business infrastructure (Nindiasari et al., 2025; Ibrahim et al., 2025). Such 

complementarity may provide a foundation for a more integrated rural economic ecosystem. 

The relationship between BUMDes and KMP, however, should not automatically be assumed 

to be complementary. The coexistence of multiple economic institutions within the same 

village may generate overlapping functions, competition for markets, conflicts over 

distribution channels, and uncertainty regarding responsibility allocation (Yuan et al., 2024). 

Institutional fragmentation and unclear accountability can weaken organizational performance, 

particularly when governance arrangements fail to establish transparent responsibilities and 

effective coordination (Costumato, 2021; Sari & Prameswari, 2023). Conversely, clearly 

differentiated responsibilities and collaborative mechanisms can facilitate resource integration 

and improve institutional performance. Research on collaborative governance emphasizes the 

importance of trust, leadership, formalization, and power-sharing in sustaining 

interorganizational cooperation (Costumato, 2021; Scognamiglio, 2023). This issue is 

particularly important in rural economies because institutional effectiveness depends not only 

on individual organizational capacity but also on how organizations coordinate their activities. 

From this perspective, institutional synergy becomes important for understanding the 

relationship between BUMDes and KMP. Institutional synergy occurs when organizations with 

different resources and capabilities coordinate their activities to generate outcomes that would 
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be difficult to achieve independently. In a rural economic context, such synergy may involve 

the integration of village assets, cooperative membership, market demand, distribution 

networks, production capacity, and information systems (Mohammadi et al., 2023; Zhang & 

Zhang, 2024). The effectiveness of these arrangements depends on clearly defined roles, 

transparent information, appropriate coordination mechanisms, and mutual trust among 

participating actors. Previous research on integrated BUMDes governance demonstrates that 

participatory management, accountability, and transparency are relevant to sustainable 

organizational performance (Sari et al., 2024; Sofyani et al., 2021). Therefore, the central issue 

is not simply whether BUMDes or KMP is individually effective, but how both institutions can 

be positioned within a complementary rural value-chain architecture. 

The importance of this issue is particularly evident in the context of micro, small, and medium 

enterprises (MSMEs). Small and micro-enterprises in rural areas frequently experience 

uncertainty regarding market absorption, product standards, packaging, distribution schedules, 

and payment mechanisms. These constraints can result in unstable production, excess 

inventory, limited bargaining power, and dependence on intermediaries. Research on 

agricultural cooperatives indicates that collective organization can improve market access and 

strengthen producers' negotiating capacity, although transportation, information, and 

institutional barriers remain significant (Msosa, 2022; Ahmad et al., 2024). Similarly, 

transaction-cost perspectives emphasize the importance of reducing information asymmetry 

and coordination burdens in market exchanges (Owot et al., 2023). A cooperative-based 

demand aggregation mechanism may provide MSMEs with greater certainty regarding market 

demand, while BUMDes can provide local operational infrastructure and distribution points. 

Nevertheless, empirical evidence regarding how these mechanisms operate through the 

interaction between KMP and BUMDes remains limited, particularly in East Nusa Tenggara. 

The geographical and socioeconomic characteristics of Kupang and South Central Timor (TTS) 

Regencies provide an important setting for examining this institutional interaction. Although 

both regions are located within the same province, their rural economic conditions and 

institutional challenges are not necessarily identical (Wänström & Persson, 2024; Xiang & 

Stillwell, 2023; Hung, 2022). Differences in market accessibility, infrastructure, production 

structures, community characteristics, and institutional capacity may influence the 

implementation of cooperative and village enterprise models. Studies of BUMDes demonstrate 

that organizational performance is shaped by contextual differences in managerial resources, 

governance, and capitalization (Determinant Factors of BUM Desa Performance, 2025). 

Furthermore, collective action research emphasizes that institutional arrangements must 

respond to the specific characteristics of local producers and their market environments 

(Baruah et al., 2022; Ahmad et al., 2024). Consequently, a uniform model of institutional 

collaboration may not be equally effective across different local contexts. Understanding these 

contextual differences is essential for developing an institutional model that is theoretically 

sound and operationally feasible. 

The existing discussion on rural economic institutions has largely examined BUMDes 

effectiveness, cooperative development, village governance, and community-based economic 

empowerment as relatively separate domains. Previous studies have addressed BUMDes 

governance and accountability (Sofyani et al., 2021; Putra et al., 2024), village enterprise 

performance (Ultari & Khoirunurrofik, 2024; Determinant Factors of BUM Desa Performance, 

2025), cooperative-based market access (Msosa, 2022; Ahmad et al., 2024), and collaborative 

governance (Costumato, 2021; Scognamiglio, 2023). However, less attention has been given 

to the interaction between membership-based cooperatives and village-owned enterprises as 

complementary institutions within the same rural economic ecosystem. In particular, limited 
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empirical research has examined how demand orchestration, asset utilization, distribution, 

market aggregation, and institutional role differentiation can be organized between KMP and 

BUMDes. This represents an important research gap because the effectiveness of rural 

economic institutions may increasingly depend on interorganizational coordination rather than 

the performance of individual organizations in isolation. 

This study addresses this gap by examining how Koperasi Merah Putih (KMP) orchestrates 

demand and develops institutional synergies with BUMDes in selected villages in Kupang and 

South Central Timor Regencies. The study focuses on the mechanisms through which KMP 

and BUMDes divide responsibilities, coordinate resources, manage distribution, reduce 

transaction costs, and create benefits for local MSMEs and communities. Particular attention 

is given to the KMP pre-order mechanism, the division of roles between cooperative and village 

enterprise actors, transparency mechanisms, performance monitoring, and contractual 

arrangements for managing supply-related risks. These dimensions are examined through the 

perspectives of institutional collaboration, collective action, and rural value-chain 

coordination. 

The study further examines how contextual differences between Kupang and TTS influence 

the institutional strategies adopted by KMP and BUMDes. Rather than treating rural economic 

institutions as standardized organizational forms, this research views them as actors embedded 

within particular social, economic, and institutional environments. This perspective is 

consistent with research emphasizing that institutional performance depends on the interaction 

between organizational resources, governance mechanisms, and contextual conditions 

(Costumato, 2021; Sari et al., 2024). Institutional effectiveness is therefore understood through 

the capacity of organizations to coordinate resources, establish clear boundaries of 

responsibility, build trust, and adapt their strategies to local conditions. 

Accordingly, the objective of this study is to analyze the role of Koperasi Merah Putih in 

orchestrating demand and establishing institutional synergies with BUMDes in selected 

villages of Kupang and South Central Timor Regencies. The study seeks to identify the 

mechanisms that enable institutional collaboration, examine its implications for MSMEs and 

rural value chains, and compare the contextual strategies emerging in Kupang and TTS. The 

findings are expected to contribute to the literature on rural economic development, 

collaborative governance, institutional arrangements, and cooperative-based economic 

organization. The study also offers practical insights for strengthening the integration of KMP 

and BUMDes as complementary institutions in Indonesia's rural economy.. 

Methods 

Research Method 

This study employed a qualitative approach with an exploratory case study design to examine 

the dynamics of institutional relationships between Village-Owned Enterprises (BUMDes) and 

Merah Putih Cooperatives (Koperasi Merah Putih/KMP) in rural communities in East Nusa 

Tenggara (NTT). The research was conducted in selected villages in Kupang and South Central 

Timor (TTS) Regencies. These locations were selected because they represent rural contexts 

in which BUMDes have been established and KMP formation has been initiated, providing an 

appropriate setting for examining emerging patterns of institutional interaction, resource 

coordination, and market collaboration. 

Case Selection and Informants 

The selection of research cases employed purposive sampling based on criteria relevant to the 

objectives of the study. The selected cases consisted of villages in Kupang and TTS that had 
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active or semi-active BUMDes and had either established or were in the process of establishing 

a Merah Putih Cooperative. This selection strategy enabled the study to focus on villages where 

interactions between the two institutional models could be directly observed. 

The primary informants included BUMDes managers, prospective or existing KMP 

administrators, village heads, village facilitators, and community leaders. These informants 

were selected based on their knowledge, involvement, and experience with village economic 

activities and the development of BUMDes and KMP. During the field exploration, snowball 

sampling was also employed to identify additional informants who were considered relevant 

to the research objectives. This process allowed the researchers to expand the range of 

perspectives and obtain information from actors directly involved in the institutional and 

economic processes under investigation (Miles & Huberman, 2014). 

Data Collection and Analysis 

Data were collected through in-depth interviews, observations, and document analysis. 

Interviews were conducted to explore informants' experiences, perceptions, and assessments 

concerning the relationship between BUMDes and KMP, including institutional roles, resource 

coordination, market mechanisms, distribution, and potential areas of collaboration or conflict. 

Observations were used to examine relevant activities and interactions in the field, while 

documents provided supporting information concerning institutional arrangements, 

organizational activities, and village economic management. 

The data were analyzed qualitatively using a thematic analysis approach informed by Grounded 

Theory principles. Analysis was conducted continuously throughout the data collection process 

and involved data reduction, data display, and conclusion drawing. Interview transcripts, 

observation records, and relevant documents were subjected to open and axial coding to 

identify recurring patterns, relationships, and themes relevant to the central research focus, 

particularly the dynamics of relations between BUMDes and KMP at the village level. The 

findings were subsequently organized into thematic narratives, analytical matrices, and 

selected quotations from informants to provide contextual evidence for the emerging themes. 

Data Validity and Trustworthiness 

The trustworthiness of the findings was established through source and method triangulation. 

Source triangulation involved comparing information obtained from different categories of 

informants, including BUMDes managers, KMP administrators, village government 

representatives, facilitators, and community actors. Method triangulation involved comparing 

findings derived from interviews, observations, and document analysis. In addition, member 

checking was conducted by confirming relevant interpretations and findings with selected 

informants to ensure that the researchers' interpretations accurately reflected the experiences 

and perspectives of participants. These procedures strengthened the credibility and consistency 

of the findings and reduced the possibility of relying on a single source or method of evidence 

(Miles & Huberman, 2014). 

Results and Discussion 

This study examined the experiences of stakeholders in several villages in Kupang Regency 

and South Central Timor (TTS) concerning the operations of the Merah Putih Cooperative 

(KMP) and its relationship with BUMDes. 

The general picture emerging from the field findings indicates that acceptance of BUMDes and 

the Merah Putih Cooperative (KMP) is primarily determined by two factors that operate 

simultaneously: the practical benefits actually experienced by residents and MSME actors, and 

the clarity of institutional roles that can be easily understood by stakeholders. 
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Table 1. Distribution of Coded Quotations by Regency 

Regency Number of Coded Quotations Percentage (%) 

Kupang Regency 17 60.7 

South Central Timor (TTS) Regency 11 39.3 

Total 28 100.0 

Source: Authors' analysis, 2025 (n = 28). 

Acceptance of KMP 

The strongest support came primarily from KMP administrators, facilitators, and BUMDes 

managers, whereas village heads, BPD members, residents, and MSMEs tended to wait for 

evidence of operational performance over a period of 14–30 days before providing full support. 

“If the cooperative operates based on members' orders, prices can decrease slightly 

because we buy wholesale. We can immediately feel the difference at home.” (I-

07/KMP, supportive; Kupang Regency) 

“The program is good, but we want to see how it works first, not just attend meetings.” 

(I-09/Village Head, hesitant; TTS) 

The figure below illustrates the distribution of support and hesitation across institutional roles. 

 

Figure 1. Support and Uncertainty by Location 

Source: Author's analysis, 2025 (n=28). 

Explanation of Figure 1: Kupang Regency: 11 support vs. 6 doubtful (dominated by support). 

TTS: 6 support vs. 5 doubtful (tending to be balanced, slightly more support). 

 

Figure 2. Support and Hesitation by Role 
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Source: Author's analysis, 2025 (n=28). 

Explanation of Figure 2: Village Consultative Body (BPD): 1 support vs. 1 doubt (balanced). 

Village-Owned Enterprises (BUMDes): 3 support vs. 2 doubts (more support). Village-Owned 

Enterprises (KMP): 4 support vs. 1 doubt (more support). Village Head: 2 support vs. 2 doubts 

(balanced). Facilitators: 3 support vs. 1 doubt (more support). MSMEs: 2 support vs. 2 doubts 

(balanced). Residents: 2 support vs. 2 doubts (balanced). 

The strongest support pattern among core actors (KMP administrators, facilitators, and some 

BUMDes) indicates that those directly involved in the pre-order process, supplier 

arrangements, and service execution more quickly grasp the "felt value" (more economical 

prices, precise inventory, scheduled distribution). In contrast, supervisory/user groups (Village 

Heads, BPDs, residents, MSMEs) tend to wait for concise performance evidence of 14–30 days 

before providing full support. This illustrates a “perception gap” between implementers and 

supervisors/users: legitimacy grows not from socialization, but from consistently observable 

operational results. When proof-of-concept is presented (e.g., trend rotation ≤14 days, stock-

out ≤10% of days), skepticism shifts to more robust acceptance. This means that KMP thrives 

when benefits are quickly observable (price/availability) and simply measurable. 

Demand-driven performance 

Member pre-orders consolidate demand, unlock volume discounts, reduce dead stock/stock-

outs, improve inventory rotation, and stabilize cash flow. 

"Weekly orders allow us to know the exact volume; there's rarely any leftover stock." 

(I-02/KMP, support; Kupang Regency) 

Pre-orders shift logistics from a "push" to a "pull" approach. This mechanism reduces 

coordination costs (communication, price discovery, volume adjustments), improves inventory 

rotation (stock doesn't stagnate), reduces stock-outs, and creates more predictable cash flow. 

The effects are felt not only in village channels, but also in households (small but regular price 

differences) and MSMEs (order certainty). Theoretically, this aligns with the logic of resource 

orchestration aggregated demand increases bargaining power over suppliers and minimizes 

waste. This means that KMP's demand orchestration reduces coordination costs and increases 

bargaining power over suppliers. 

Asset-Network Synergy 

The most accepted scheme is for BUMDes to focus on assets/operations/counters, and KMPs 

on members/markets/suppliers-offtakers/distribution. Role fencing prevents kiosk duplication, 

which could trigger price wars. 

"Savings and loans are better with KMPs that are member-based; BUMDes focuses on 

assets and counters." (I-07/BUMDes, support; Kupang Regency) 

"If KMPs also open stores, they will compete for customers and create a price war." (I-

06/BUMDes, doubtful; TTS) 

Explanation of Figure 3: BUMDes plays a primary role in the asset/operations and financial 

domains of the kiosk; KMP plays a primary role in the membership/market, distribution, and 

partnerships with suppliers/offtakers. This delineation prevents kiosk duplication and 

maintains margins, while reducing coordination costs. 
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Figure 3. BUMDes–KMP Role Matrix 

Source: Synthesis of the asset–network synergy design. 

The role fencing that positions BUMDes as the asset/operations/counter operator and KMP as 

the member/market/supplier-offtaker manager transforms potential channel conflict into value 

chain collaboration. By avoiding kiosk duplication, margins are protected, and institutions 

complement each other: BUMDes maintains the kiosk service level (core stock, service hours), 

and KMP maintains demand flow and upstream-downstream partnerships. Role clarity also 

reduces transaction costs (role ambiguity, repeated negotiations, and monitoring), resulting in 

more disciplined execution and consistent results. Thus, role clarity reduces institutional 

ambiguity and transaction costs, transforming coordination into productive collaboration. 

Minimalist-Routine Transparency 

Monthly one-page reports (turnover, margin, cash balance, 3 best-selling items, stock-out 

records) and quarterly Key Performance Indicators (KPIs) enable residents/BPDs to see 

tangible progress. 

"If the report is posted every month, we trust it and want to participate." (I-13/Resident, 

support; Kupang Regency) 

"Publication of quarterly indicators makes it easier for us to monitor." (I-22/BPD, 

support; Kupang Regency) 

"One-page reports" and quarterly KPIs create high observability with low administrative costs. 

The public can assess performance without having to read lengthy reports: turnover, margin, 

cash balance, 3 best-selling items, and stock-outs are enough to spark substantive discussion. 

The cycle is clear: routine information → trust → participation → discipline → performance 

→ legitimacy. Simple but consistent transparency is more effective than “perfect but 

infrequent” transparency. This explains why non-implementing groups' doubts decrease when 

the information flow is maintained. Simple but consistent transparency creates a cycle of trust 

that sustains operational discipline. 

Risk Lockdown via a Concise MoU 

Residents'/MSMEs' concerns about dead stock, returns, and payment terms eased when the 2-

3-page MoU included a Service Level Agreement (SLA) for procurement/supply. The SLA is 
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a service level agreement between the supplier and the KMP/BUMDes that sets out supply 

performance targets, how to measure them, and the consequences. 

"Who is responsible for dead stock? That's what we want to be clear about first." (I-

12/Resident, unsure; TTS) 

 

Figure 4. Theory of Change (Rules → Process → Indicators → Values → Legitimacy) 

Source: Author's synthesis of field findings. 

Explanation of Figure 4: Local rules (village regulations/MoUs) trigger core processes (pre-

orders, supply SLAs, 1-page reports), resulting in stable operational indicators (rotation, stock-

outs, margins, on-time). The result is perceived value (price, availability, distribution), which 

strengthens trust, participation, and discipline; this cycle fosters legitimacy and replication of 

practices. 

Public doubts about "who will cover dead stock?", "how about returns?", and "what are the 

terms?" are normal in the initial phase. A clear 2–3-page MoU outlines supply SLAs, return 

mechanisms, and realistic terms. This is not just a document, but a coordination tool that 

maintains cash flow and clarifies risk allocation. Once risks are mapped and bound by concise 

rules, resistance decreases and commitment increases. Early contractual clarity increases 

predictability and maintains cash flow during the pilot phase. 

Impact on MSMEs 

In areas with market access (Kupang), KMP promotes order aggregation, quality/packaging 

curation, weekly offtaker intake, and scheduled delivery. 

"With scheduled delivery, we don't have to worry about shipping." (I-16/MSME, 

support; Kupang Regency) 

"There are local offtakers ready to pick up MSME products weekly." (I-04/KMP, 

support; Kupang Regency) 

For MSMEs, certainty of supply and uptake is "operational oxygen." KMP provides weekly 

order aggregation and offtakers, while encouraging quality/packaging standardization as an 

entry point for urban retail. Scheduled distribution reduces coordination costs (calls/reorders, 

missed deliveries), improves timeliness, and strengthens the reputation of village products. 

Thus, KMP is not only a collective buyer, but also a market curator that prepares MSMEs to 

move up a level. 

Regional context moderation 

Southeastern Timor-Leste Regency focuses on availability and price stability, a low buffer 

stock, and a reorder point. Meanwhile, Kupang Regency focuses on MSME marketing 

aggregation, quality/packaging standards, and forward contracts. 

"The important thing is that goods are available and prices are stable, don't run out." 

(I-14/Resident, unsure; TTS) 

The logistical context (distance, infrastructure, transportation costs) and market access shape 

design requirements. In TTS, the priority is the availability of core goods and price stability (a 
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low buffer stock and a clear reorder point). In Kupang, market aggregation and 

quality/packaging are more relevant. This means that one recipe is not enough, and the success 

of KMP depends on adapting strategies to local cost structures and market opportunities, not 

solely on procedural compliance. 

Village-Owned Enterprises' Effectiveness as Asset Operators 

Villages with a rotation period of ≤14 days, stock-out times of ≤10%, margins of 8–12%, and 

supply accuracy of ≥90% are more likely to stabilize and absorb KMP pre-orders. 

"We have a kiosk and a warehouse; maintaining and recording inventory is easier 

here." (I-05/BUMDes, support; Kupang Regency) 

Four indicators inventory rotation stock-out rate, gross margin, and supply accuracy are 

sufficient to assess the readiness of the village office. Villages that achieve a rotation of ≤14 

days, stock-out ≤10% of days, margins of 8–12%, and on-time ≥90% demonstrate service 

stability and readiness to absorb KMP pre-orders. This simple index "translates" abstract 

governance into auditable operational language, facilitating learning between villages and 

reducing costly trial and error. The performance of the village-owned enterprise (BUMDes) 

counter serves as a lever for village-level service channels and streamlines KMP's orchestration 

of requests. 

Institutional Readiness & Management Transition 

Transitions without handover minutes/asset lists weaken inventory data and undermine trust. 

Transition SOPs (BA, stocktaking, cash-bank reconciliation) emerge as core controls. 

"Management changes often occur without proper minutes and asset lists." (I-

08/BUMDes, doubtful; TTS) 

The handover of assets and data (BA, asset lists, stocktaking, cash-bank reconciliation) serves 

as institutional insurance to ensure the organization's memory is not lost during management 

changes. Without this, inventory data is weak, cash flow is biased, and public trust declines. A 

concise and routine transition SOP maintains data integrity, service continuity, and 

accountability three elements that maintain medium-term legitimacy. Institutional continuity 

determines data quality and accountability, a prerequisite for reliable service. 

Additional Supporting Variables 

Simple and lightweight digital administrative capacity building (standard forms, mobile 

spreadsheets), the role of women (pre-order administration) and youth (distribution), one-page 

quality/packaging guidelines, supplier diversification, and low safety stocks improve the 

organization's learning curve, market access, and supply resilience. 

“A one-page report is sufficient to monitor cash, stock, and sales.” (I-20/Assistant, 

support; Kupang Regency) 

“If packaging standards aren't clear, it's difficult to enter city stores.” (I-17/MSME, 

unsure; TTS) 

Realistic capacity building (standard forms, mobile spreadsheets, PDF catalogs, messaging 

groups for pre-orders) accelerates the learning curve without being overwhelming. Women are 

effective in administration (accuracy), while youth excel in distribution (mobility). One-page 

quality/packaging standards expand retail access, while supplier diversification and low safety 

stocks improve supply resilience. This combination builds a resilient service ecosystem: 

lightweight, disciplined, and ready to grow. Therefore, a lightweight, inclusive, and 

standardized operational foundation accelerates organizational learning and expands markets. 
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Institutional Synergy, Demand Orchestration, and Adaptive Governance in Rural 

Economic Development 

The findings demonstrate that the effectiveness of Koperasi Merah Putih (KMP) is determined 

not merely by organizational establishment but by its capacity to coordinate demand, resources, 

and institutional responsibilities with BUMDes. The pre-order mechanism illustrates how 

demand aggregation can reduce inventory uncertainty, improve stock turnover, and strengthen 

purchasing capacity. This finding is consistent with Lin et al. (2021) and Owot et al. (2023), 

who emphasize the importance of supply diversification, information sharing, and trust in 

improving supply chain performance. However, unlike conventional supply chain studies, this 

research demonstrates that demand coordination in rural communities also functions as an 

institutional mechanism connecting cooperative membership with village-owned operational 

assets.  

Another aspect of collaborative governance is the division of responsibilities between 

BUMDes and KMP. BUMDes is an asset/operational manager while KMP coordinates 

membership, market access, suppliers and distribution. The arrangement is compatible with the 

three collaborative performance dimensions identified by Costumato (2021), Bentzen et al. 

(2023) and Scognamiglio (2023): trust, formalization, and interorganizational coordination. 

However, the present results show that institutional integration is not an essential precondition 

for collaboration. On the contrary, it is possible to lower transaction costs if the organizational 

functions are clearly separated and institutional autonomy is preserved.  

Transparency becomes yet another pathway to the institutional legitimization of operational 

performance. One-page monthly reports and quarterly performance indicators allow for 

organizational activities to be accessed by residents and supervisory institutions. This 

discovery is in line with the research conducted by Sofyani et al. (2021, 2023) which proves 

the link between transparency and community trust in village governance in Indonesia. A 

similar argument has been made by Tran and Lac (2022) and Costumato (2021), especially 

when it comes to the linkage between trust, participation and institutional performance. The 

present study builds upon these views by examining and elucidating the relationship between 

simplified reporting and operational accountability and community participation and 

organizational legitimacy.  

The results also indicate that effectiveness of the institution is situation specific. While TTS 

focuses on product availability and price stability, Kupang focuses on market aggregation, 

packaging standards, offtaker relationships. This is aligned with Ahmad et al. (2024) and 

Baruah et al. (2022) who point to the need of collective action, leadership and contextual 

adaptation to enhance smallholder value chains. The value added in this study is the explanation 

of the need for differentiated institutional strategies in order to accommodate the different rural 

economic conditions, instead of applying uniform cooperative implementation.  

From an asset–network synergy point of view, this study represents an attempt to move 

forward, as in this perspective, institutional effectiveness is seen as arising from the 

complementarity of organizational assets, from clearly defined responsibilities and from 

coordinated demands. In practice, the results indicate that village institutions should focus on 

developing short-term MoUs, supply level agreements, regular financial reporting, 

management transfer processes, and realistic digital capacity building. These mechanisms align 

with the studies on relational quality, collective marketing, and supply chain resilience 

(Relational Quality in Public–Private Partnerships, 2023; Lin et al., 2021; Owot et al., 2023).  

The novelty is to put KMP as an institution which not only serves as an additional business 

entity of the village but also can be a demand-orchestrating actor with different functions from 
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BUMDes. However, the limitations of the study are that it was qualitative, only certain areas 

were selected and no longitudinal performance measurements were taken. Further studies are 

needed to investigate the effectiveness of the institutional arrangements in the context of 

comparative multi-village studies, longitudinal monitoring and mixed methods to determine if 

the proposed institutional approaches bring about sustained improvements in access to markets, 

financial performance, community involvement, and MSME development. The management 

and digital administration practices should also be explored as gender-inclusive institutional 

learning practices, as per the observations made by Ahmad et al. (2024) and Tongcua-Orlanes 

& Baconguis (2026). 

Conclusion  

This research demonstrates that the Red and White Cooperative (KMP) effectively functions 

as a member-based demand orchestrator, transforming coordination into tangible performance. 

Through a simple yet disciplined pre-order mechanism, demand is aggregated, inventory is 

more precise, and cash flow is more predictable. This success is further strengthened when the 

roles of the KMP and the Village-Owned Enterprise (BUMDes) are clearly demarcated: the 

BUMDes manages assets/operations/counters, while the KMP manages members/markets, 

suppliers-offtakers, and distribution. This allows potential channel conflicts to be transformed 

into value chain collaboration that protects margins and lowers transaction costs. Minimal but 

routine transparency in the form of "one-page reports" and monitoring of simple operational 

indicators (rotation, stock-outs, margins, and supply accuracy) fosters trust, stimulates 

participation, and establishes disciplined execution that serves as a source of institutional 

legitimacy. 

The findings also emphasize the importance of locking down risks through a concise MoU 

containing a supply SLA, a return mechanism, and realistic payment terms, so that initial 

concerns of residents and MSMEs can be alleviated without compromising cash flow health. 

At the same time, implementation strategies need to be contextualized: areas with logistical 

challenges require a focus on core product availability and price stability, while areas with 

market access require strengthening marketing aggregation, quality/packaging, and offtaker 

arrangements. Institutional readiness and the continuity of institutional memory through 

handover minutes, stocktaking, and cash-bank reconciliation during management transitions 

are prerequisites for service continuity, supported by realistic human resource capacity 

building, modest digital adoption, and the inclusive role of women and youth in administration 

and distribution. 
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