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S ABSTRACT — — — — oo
Financial accountability plays a crucial role in sustaining trust and legitimacy within community-based
organizations. Unlike formal institutions, these organizations often rely on social values, collective norms, and
informal governance mechanisms in managing financial practices. Understanding how accountability is practiced in
such contexts is essential for strengthening governance and organizational sustainability. This study aims to examine
financial accountability practices in community-based organizations based on empirical evidence. Using a qualitative
approach, this study draws on insights from field-based research, including interviews, observations, and
documentation. The research is conducted in a Village Credit Institution (LPD) in Bali, Indonesia, using a
phenomenological approach to capture the lived experiences of accountability practices. The findings reveal that
financial accountability is not solely based on formal reporting mechanisms but is deeply embedded in social
interactions, trust, and shared values. Accountability is practiced through both formal and informal processes,
including collective discussions, transparency in decision-making, and community participation.

Keywords: Community-Based Organizations, Financial Accountability, LPD, Phenomenology, Social
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I. INTRODUCTION

Community-based organizations play a significant role in supporting social and economic activities,
particularly in local communities. One example is the Village Credit Institution (LPD) in Bali, which operates based
on local values, collective norms, and strong social relationships.

Conventional perspectives often define accountability in terms of formal reporting systems, transparency, and
compliance with administrative procedures (Bovens, 2007; Roberts, 2009). However, accountability in community-
based organizations extends beyond formal mechanisms and is embedded in social interactions, cultural values, and
participatory processes.

Previous studies have predominantly emphasized formal accountability systems, often neglecting the role of
informal mechanisms and social dimensions (Goddard, 2020). Therefore, this study aims to examine financial
accountability practices in a community-based organization.

Community-based organizations play a significant role in supporting social and economic activities,
particularly in local communities. One example is the Village Credit Institution (Lembaga Perkreditan Desa/LPD) in
Bali, which operates based on local values, collective norms, and strong social relationships. In such contexts,
financial accountability becomes a crucial element in maintaining trust, legitimacy, and organizational sustainability.

Conventional perspectives often define accountability in terms of formal reporting systems, transparency, and
compliance with administrative procedures (Bovens, 2007; Roberts, 2009). However, accountability in community-
based organizations extends beyond formal mechanisms and is embedded in social interactions, cultural values, and
participatory processes.

Previous studies have predominantly emphasized formal accountability systems, often neglecting the role of
informal mechanisms and social dimensions (Goddard, 2020). This limitation creates an incomplete understanding of
how accountability is actually practiced in community-based settings, where social values and collective norms play a
central role.

This study contributes to the literature by examining how financial accountability is constructed and practiced
within a community-based organization context. By focusing on both formal and informal dimensions, this study
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provides a more comprehensive understanding of accountability as a socially embedded practice rather than merely an
administrative requirement.

II. LITERATURE REVIEW

Financial accountability refers to the obligation to provide explanations regarding the use of financial resources
(Bovens, 2007). Traditional perspectives emphasize formal reporting, transparency, and compliance (Roberts, 2009).

Recent literature suggests that accountability is not solely formal but also includes informal elements such as
trust and shared norms (Sinclair, 1995; Goddard, 2020). In community-based organizations, accountability is shaped
by collective responsibility and trust (Hernandez, 2012), making informal mechanisms essential complements to
formal systems.

Financial accountability refers to the obligation of individuals or organizations to provide explanations
regarding the use of financial resources (Bovens, 2007). Traditional perspectives conceptualize accountability as a
formal mechanism emphasizing reporting systems, transparency, and compliance with established procedures
(Roberts, 2009). Within this view, accountability is primarily understood as an administrative and technical process.

However, recent literature argues that accountability is not solely formal but also socially constructed. It
encompasses informal dimensions such as trust, shared norms, and social interactions (Sinclair, 1995; Goddard,
2020). These informal elements shape how accountability is interpreted and practiced in different organizational
contexts.

In community-based organizations, accountability is strongly influenced by collective responsibility and trust
among members (Hernandez, 2012). Informal mechanisms such as participation, mutual monitoring, and social
control play a significant role in ensuring accountability. These mechanisms do not replace formal systems but rather
complement them, creating a more adaptive and contextually grounded form of accountability.

Therefore, accountability should be understood as a multidimensional construct that integrates both formal and
informal elements. This perspective is particularly relevant in community-based settings, where social values and
relationships are central to organizational governance.

III. RESEARCH METHOD

This study employs a qualitative research approach with a phenomenological perspective to explore financial
accountability practices as experienced and interpreted by individuals within the organization (Creswell & Poth,
2018). The phenomenological approach is considered appropriate as it allows the researcher to capture the lived
experiences and meanings of accountability beyond formal procedures.

The research was conducted in a Village Credit Institution (Lembaga Perkreditan Desa/LPD) in Bali,
Indonesia, which represents a community-based financial institution grounded in local cultural values and social
relationships. Data were collected through in-depth interviews, participant observations, and documentation.
Informants were selected purposively based on their involvement in financial management and decision-making
processes, ensuring that the data reflect actual accountability practices within the organization.

Data analysis was conducted using thematic analysis. The process involved identifying key patterns,
categorizing themes, and interpreting meanings related to both formal and informal dimensions of accountability. This
approach enables a comprehensive understanding of accountability as a socially embedded practice.

IV. RESULTS AND DISCUSSION

The findings indicate that financial accountability within the organization is practiced through an interplay of
formal and informal mechanisms. Formal accountability is reflected in financial reporting, documentation, and
administrative procedures that ensure transparency and compliance with external requirements. However, these formal
mechanisms do not operate in isolation.

Informal accountability emerges as a dominant and complementary dimension, rooted in trust, social
relationships, and shared values among members. Participation, open discussions, and collective decision-making
processes function as social control mechanisms that reinforce accountability practices beyond formal reporting
structures.

These findings suggest that accountability in community-based organizations is not merely an administrative
obligation but a socially embedded practice shaped by interactions and collective norms. This supports the argument
that accountability is context-dependent and constructed through social processes (Sinclair, 1995; Goddard, 2020).

Furthermore, the integration of formal and informal mechanisms creates a more adaptive and resilient
governance structure. Rather than replacing informal practices, formal accountability systems are absorbed into
existing social frameworks, allowing organizations to maintain legitimacy while responding to external demands.

This study highlights that effective accountability in community-based organizations relies on the alignment
between formal systems and social values. Without this alignment, formal accountability mechanisms alone may not
be sufficient to sustain trust and organizational legitimacy.
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V. CONCLUSION
The findings demonstrate that informal accountability plays a significant role in reinforcing formal systems,
creating a more adaptive and contextually relevant governance structure. Accountability, therefore, should be viewed
as a socially embedded practice rather than merely an administrative requirement.
These insights highlight the importance of integrating social and cultural dimensions into accountability
frameworks, particularly in community-based organizations. Such integration not only strengthens transparency but
also sustains trust and organizational legitimacy.
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