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Abstract:

This study examines risk-based disaster financing governance by analyzing the effectiveness of on-call
funds, village funds, and regional budgets in disaster risk reduction. The study is based on the argument
that disaster financing should not be understood only as an emergency response mechanism, but also as a
preventive governance instrument for reducing vulnerability, strengthening preparedness, and improving
regional resilience. Using a qualitative case study approach, this research analyzes how disaster financing
instruments are planned, allocated, coordinated, implemented, and evaluated at the local government level.
Data were collected through in-depth interviews, field observations, and document analysis involving
local disaster management agencies, regional planning agencies, financial management agencies, village
governments, sectoral offices, disaster volunteers, and community representatives in disaster-prone areas.
The findings show that on-call funds are effective in supporting rapid emergency response, but their
contribution to long-term risk reduction remains limited when not supported by preventive financing.
Village funds have significant potential for community-based mitigation and preparedness, yet their
effectiveness depends on risk-informed village planning and technical capacity. Regional budgets can
finance broader cross-sectoral risk reduction, but their implementation is often fragmented across
institutions. This study proposes a risk-based disaster financing governance framework that connects risk
assessment, fiscal planning, budget allocation, implementation, monitoring, and outcome-based
accountability. The novelty of this study lies in shifting disaster financing analysis from reactive
emergency expenditure toward preventive investment for disaster risk reduction and regional resilience.

Keywords: disaster financing; risk-based budgeting; on-call funds; village funds; regional budgets; disaster
risk reduction; local government

1. Introduction

Disaster financing has become a crucial issue in public governance because disaster risk is no longer
understood merely as an emergency event, but as a development challenge that affects fiscal stability, public
service continuity, social protection, infrastructure resilience, and regional economic sustainability. In
disaster-prone countries such as Indonesia, the state is required not only to respond after disasters occur, but
also to prepare financing instruments that can reduce risk before hazards turn into large-scale losses.
Indonesia’s exposure to earthquakes, tsunamis, volcanic eruptions, floods, landslides, droughts, forest and
land fires, and extreme weather creates repeated fiscal pressure for both central and local governments. This
condition shows that disaster governance cannot rely only on emergency response capacity, because the
effectiveness of disaster management is also determined by how public budgets are planned, allocated,
coordinated, and evaluated before disasters occur (Haris et al., 2023; Halimatussadiah et al., 2022; Nugroho
et al., 2022; Adhasara, 2022).

In the Indonesian disaster governance system, disaster financing is supported by several fiscal
instruments, including Dana Siap Pakai or on-call funds, Dana Desa or village funds, and regional budgets
through the Anggaran Pendapatan dan Belanja Daerah (APBD). These instruments have different
institutional bases, functions, and operational logics. On-call funds are generally associated with rapid
financing for emergency response and urgent disaster management needs, while village funds can support
community-level development, preparedness, small-scale mitigation infrastructure, social protection, and

Mujahidin, Murdhani, IJSR Volume 03 Issue 01 2026 23


https://journal.yaumil.org/index.php/ijsr/
mailto:mujahidin@ipdn.ac.id
mailto:murdhani.md@gmail.com2

International Journal of Scientific Research (IJSR)
Volume 03 Issue 01 Pages 23-33. 2026

‘Website: https://journal.yaumil.org/index.php/ijsr/
ISSN (e): 3046-5206

DOI: 10.62894/

local resilience activities within village authority. Regional budgets provide fiscal space for provincial,
regency, and municipal governments to finance disaster management programs through mitigation,
preparedness, emergency response, rehabilitation, and reconstruction. Studies on disaster budgeting in
Indonesia indicate that local fiscal allocation has begun to respond to disaster risk, but the orientation of
spending is still often concentrated on emergency response rather than systematic risk reduction (Haris et al.,
2023; Noer et al., 2023; Nugroho et al., 2022; Lassa et al., 2022).

The urgency of risk-based disaster financing has increased along with the global shift from reactive
disaster spending toward proactive disaster risk financing. The Sendai Framework for Disaster Risk
Reduction 2015-2030 emphasizes investment in disaster risk reduction as one of its core priorities,
particularly through public and private investment in prevention, mitigation, preparedness, recovery,
rehabilitation, and reconstruction. Disaster risk financing literature also emphasizes that governments need
layered financing instruments, including reserve funds, contingent credit, insurance, risk pooling, social
protection, and budgetary mechanisms, to reduce fiscal shocks and accelerate recovery (Adhasara, 2022;
Pleterski, 2025; Purwandari et al., 2024; Feofilovs et al., 2024). In Indonesia, this agenda is reflected in the
development of Pembiayaan dan Asuransi Risiko Bencana or Disaster Risk Financing and Insurance, which
seeks to close the financing gap between disaster needs and available fiscal resources. The establishment of
the Pooling Fund Bencana also reflects an attempt to build a more sustainable financial reserve for disaster
management. These policy directions confirm that disaster financing should not be confined to post-disaster
expenditure, but should be positioned as an instrument for reducing risk, protecting public assets, and
strengthening regional resilience.

Previous studies have provided important foundations for understanding disaster financing and fiscal
resilience. Haris et al. (2023) analyzed Indonesian local government budgeting based on the Disaster Risk
Index and found that disaster risk has a positive effect on the allocation of Disaster Response Emergency
Funds, suggesting that risk considerations have begun to influence local fiscal behavior. Adhasara (2022)
mapped disaster risk financing and insurance literature in Indonesia and emphasized that government fiscal
capacity is insufficient when disaster losses exceed available public resources. Nugroho et al. (2022)
examined the impact of village funds on post-disaster economic recovery in rural Aceh and showed that
village-level fiscal instruments can support recovery when they are linked to local economic empowerment.
Noer et al. (2023) also demonstrated that village fund allocation can be used for disaster mitigation, although
its effectiveness depends on local planning capacity and the ability of village governments to translate
disaster risk into budget priorities. These studies indicate that Indonesia already has several fiscal
instruments related to disaster management, but their use remains uneven across levels of government.

Other studies have expanded the discussion by examining disaster finance, insurance, public
investment, and resilience from broader comparative perspectives. Purwandari et al. (2024) highlight the
potential of community-based catastrophe insurance as a tool for sustainable economic loss risk
management. Pleterski (2025) argues that parametric insurance can strengthen sustainable disaster risk
finance by providing faster disbursement and reducing uncertainty in post-disaster funding. Feofilovs et al.
(2024) show that system dynamics modeling can be used to analyze the limitations of conventional
insurance mechanisms and support more adaptive disaster risk financing design. Song et al. (2024) discuss
resilience bonds as a financing mechanism for flood-resilient infrastructure, indicating that disaster finance
can be linked directly to preventive investment. He et al. (2024) further argue that post-disaster recovery
mechanisms should combine legal, economic, and institutional instruments to support resilience and
sustainability. These studies are useful for this research because they show that disaster financing is not only
about the availability of funds, but also about designing financial mechanisms that incentivize prevention,
mitigation, and resilience.

At the local level, disaster financing is closely related to decentralization, governance capacity, and
accountability. Village funds provide an important opportunity for villages to finance disaster preparedness,
mitigation infrastructure, community-based risk reduction, evacuation facilities, early warning support, and
recovery activities when these are integrated into village development planning (Nugroho et al., 2022; Noer
et al., 2023). Regional budgets also allow local governments to allocate resources for disaster management
through local disaster management agencies, public works agencies, social affairs offices, health offices, and
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other related institutions (Haris et al., 2023; Sufri & Elvin, 2025). Studies on disaster risk reduction
implementation show that budget availability alone does not guarantee effective risk reduction if it is not
supported by institutional coordination, policy compliance, monitoring systems, and risk-informed planning
(Kwak, 2021; Paudel et al., 2024; Sufri & Elvin, 2025). This suggests that fiscal decentralization alone does
not automatically produce risk-sensitive disaster financing. It requires risk data, planning capacity, budget
prioritization, community participation, institutional coordination, and accountability mechanisms.

The literature on disaster risk financing generally discusses financial protection, fiscal resilience,
insurance, contingent credit, reserve funds, and post-disaster funding mechanisms (Adhasara, 2022;
Pleterski, 2025; Purwandari et al., 2024; Feofilovs et al., 2024). Meanwhile, studies on disaster risk
reduction often focus on institutional capacity, community preparedness, local resilience, early warning
systems, mitigation infrastructure, and emergency response (Kwak, 2021; Paudel et al., 2024; Sufri & Elvin,
2025). These two bodies of literature have not been sufficiently integrated, particularly in relation to how
local fiscal instruments such as on-call funds, village funds, and regional budgets can be governed as
preventive instruments for disaster risk reduction. In many cases, disaster financing is still assessed from the
perspective of fund availability, budget absorption, and emergency disbursement, rather than its
effectiveness in reducing exposure, vulnerability, and future losses (Haris et al., 2023; Halimatussadiah et
al., 2022; Dedehouanou et al., 2025). This gap is important because a region may have disaster-related
funds, yet still fail to reduce disaster risk if those funds are not allocated based on hazard profiles,
vulnerability data, local resilience priorities, and measurable risk reduction outcomes.

This study addresses that gap by examining risk-based disaster financing governance through the
effectiveness of on-call funds, village funds, and regional budgets in supporting disaster risk reduction. The
novelty of this study lies in shifting the analysis of disaster financing from a reactive emergency-response
perspective to a preventive governance perspective. Instead of treating disaster funds merely as fiscal
instruments used after disasters occur, this study positions disaster financing as a strategic tool for risk
reduction, local preparedness, and regional resilience. Accordingly, this study aims to analyze how on-call
funds, village funds, and regional budgets are planned, allocated, coordinated, and evaluated in relation to
disaster risk reduction. It also seeks to develop a risk-based disaster financing governance framework that
can help local governments transform disaster financing from short-term emergency expenditure into long-
term investment for resilience.

2. Methodology

This study employed a qualitative research method with a case study approach. The qualitative
method was selected because this research aims to examine how disaster financing is governed, planned,
allocated, coordinated, and evaluated as an instrument for disaster risk reduction at the local government
level. The study does not seek to statistically measure the amount of disaster financing or calculate fiscal
efficiency through econometric modeling. Instead, it focuses on understanding the governance process
behind disaster financing, including how on-call funds, village funds, and regional budgets are used, whether
they are linked to disaster risk profiles, and how far they contribute to preventive disaster risk reduction and
regional resilience.

The case study approach was used because disaster financing governance is strongly influenced by
local fiscal capacity, institutional arrangements, disaster risk characteristics, planning documents,
bureaucratic coordination, and political budget priorities. The main unit of analysis in this study is the local
government disaster financing system, particularly the relationship between Dana Siap Pakai or on-call
funds, Dana Desa or village funds, and regional budgets through the Anggaran Pendapatan dan Belanja
Daerah (APBD). This approach allows the study to examine how different fiscal instruments are positioned
within disaster governance and whether they function only as emergency response funds or as broader
instruments for mitigation, preparedness, vulnerability reduction, and resilience building.

The case was selected from a disaster-prone local government area in Indonesia where disaster
financing involves multiple fiscal sources and institutional actors. The selected case represents a local
government context in which disaster risk is recurrent and requires continuous financing for preparedness,
emergency response, rehabilitation, reconstruction, and long-term risk reduction. The case study focuses on
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the interaction among local disaster management agencies, regional planning agencies, financial
management agencies, village governments, sectoral offices, and community-level institutions involved in
disaster financing. This focus enables the study to analyze the extent to which disaster-related funds are
aligned with regional disaster risk assessments, medium-term development plans, annual work plans, village
development plans, and budget allocation mechanisms.

The research data were collected from both primary and secondary sources. Primary data were
obtained through in-depth interviews with key informants, including officials from local disaster
management agencies, regional development planning agencies, regional financial and asset management
agencies, village government officials, local legislative budget committee members, social affairs offices,
public works offices, health offices, disaster volunteers, and community representatives in disaster-prone
areas. These interviews were designed to explore perceptions of disaster financing effectiveness, budget
planning mechanisms, fund allocation priorities, coordination among institutions, obstacles in using disaster
funds, and the extent to which financing instruments are used for preventive risk reduction rather than only
emergency response.

Field observations were also conducted in selected disaster-prone villages, local government offices,
disaster management posts, mitigation infrastructure sites, evacuation facilities, and community
preparedness locations. The observations focused on the visible outputs of disaster financing, such as
evacuation routes, temporary shelters, early warning facilities, drainage improvement, river normalization,
slope reinforcement, community training facilities, disaster information boards, and other mitigation or
preparedness activities financed through village funds, regional budgets, or related fiscal instruments. These
observations were important to understand whether disaster financing produces concrete risk reduction
outcomes at the local level.

Secondary data were collected through document analysis. The documents examined included
regional disaster management plans, disaster risk assessment documents, contingency plans, regional
medium-term development plans, annual local government work plans, APBD documents, budget
implementation documents, village medium-term development plans, village annual work plans, village
budget documents, reports on the use of village funds, reports on disaster emergency funding, accountability
reports, audit findings, and relevant national or regional regulations on disaster financing. These documents
were analyzed to assess whether disaster financing is connected to disaster risk data, whether budget
allocations are directed toward mitigation and preparedness, and whether financial accountability
mechanisms are able to evaluate risk reduction outcomes.

Informants were selected using a purposive sampling technique. This technique was considered
appropriate because the study required information from actors who have direct authority, experience, or
knowledge related to disaster financing, budget planning, village fund management, and disaster risk
reduction. The selection of informants was based on their institutional roles, involvement in budget
formulation or implementation, experience in disaster response, and knowledge of disaster-prone
communities. Snowball sampling was also used when necessary to identify additional informants,
particularly village actors, community leaders, disaster volunteers, and local residents who were directly
involved in the use or monitoring of disaster-related funds.

Data analysis was conducted using an interactive qualitative analysis model, consisting of data
condensation, data display, and conclusion drawing. Data condensation was carried out by selecting,
simplifying, and categorizing information obtained from interviews, observations, and documents. The data
were then organized into several thematic categories, including disaster financing instruments, risk-based
budget planning, allocation priorities, institutional coordination, fund utilization, preventive financing,
accountability mechanisms, and disaster risk reduction outcomes. Data display was conducted through
thematic matrices and narrative analysis to identify patterns, inconsistencies, and relationships among fiscal
instruments, institutional actors, and risk reduction objectives.

The effectiveness of disaster financing was analyzed using a governance-based qualitative
assessment. Effectiveness was not defined only as budget absorption or the speed of fund disbursement, but
also as the extent to which disaster financing contributed to reducing disaster risk. The assessment
considered several dimensions: alignment with disaster risk profiles, allocation for mitigation and
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preparedness, responsiveness during emergencies, coordination across fiscal instruments, accessibility at the
village level, transparency and accountability, and contribution to community resilience. This analytical
framework was used to examine whether on-call funds, village funds, and regional budgets operate
separately or can be integrated into a risk-based disaster financing governance model.

To ensure data validity, this study applied source triangulation and method triangulation. Source
triangulation was conducted by comparing information from local government officials, village
governments, community representatives, disaster volunteers, and budget-related institutions. Method
triangulation was carried out by comparing interview results, field observations, and official documents.
This process was used to reduce institutional bias and strengthen the credibility of the findings. Ethical
considerations were maintained by ensuring voluntary participation, protecting informants’ identities when
necessary, and presenting budget-related findings carefully based on verified data and documented evidence.

3. Results and Discussions
1) Disaster Financing Orientation: From Emergency Response to Risk Reduction

The findings indicate that disaster financing at the local government level is still strongly influenced
by an emergency-response orientation. Disaster-related funds are generally activated or prioritized when
disaster events have occurred, especially for evacuation, logistics, temporary shelter, emergency health
services, debris clearance, and immediate recovery needs. This pattern is most visible in the use of Dana
Siap Pakai or on-call funds, which are institutionally designed to provide rapid financial support during
emergency conditions. In practice, this fund plays an important role in ensuring that local governments can
respond quickly to urgent needs when ordinary budget procedures are too slow to address disaster impacts.

The effectiveness of on-call funds is primarily found in their flexibility, speed, and ability to support
emergency operations. Local disaster management agencies can use these funds to finance urgent response
activities, including emergency logistics, temporary shelters, search and rescue support, emergency
equipment, and immediate protection for affected communities. This confirms previous studies which argue
that disaster financing must include fast-disbursing instruments to reduce delays in response and recovery
(Adhasara, 2022; World Bank & GFDRR, 2019). Haris et al. (2023) also show that disaster risk influences
the allocation of disaster response emergency funds in Indonesian local governments, indicating that
emergency financing remains a central component of disaster fiscal governance.

However, the findings also reveal that the dominance of emergency-oriented financing creates a
structural limitation. When disaster funds are mostly understood as post-disaster expenditure, local
governments tend to focus on financing after-impact activities rather than investing in risk reduction before
disasters occur. This creates a reactive budget cycle in which financing increases after a disaster, but
mitigation and preparedness programs remain underfunded during normal periods. Such a pattern is
problematic because disaster risk accumulates over time through unsafe settlements, weak drainage systems,
environmental degradation, poor spatial planning, limited early warning infrastructure, and insufficient
community preparedness. Halimatussadiah et al. (2022) emphasize that disasters generate significant
economic and development consequences, particularly when preventive investment is insufficient.

The study found that risk-based disaster financing requires a shift in budget logic. Disaster funds
should not be assessed only by how quickly they can be disbursed during emergencies, but also by how
effectively they reduce future exposure and vulnerability. This means that budget effectiveness must be
connected to disaster risk assessment, hazard mapping, vulnerability data, mitigation priorities, and
resilience indicators. In this sense, disaster financing should operate along the full disaster management
cycle, including prevention, mitigation, preparedness, emergency response, rehabilitation, and
reconstruction. This finding is consistent with the Sendai Framework’s emphasis on investment in disaster
risk reduction and with disaster risk financing literature that encourages governments to combine risk
retention, risk transfer, and risk reduction investment (UNDRR, 2015; Pleterski, 2025; Purwandari et al.,
2024).

The findings also show that local governments often face difficulties in translating disaster risk data
into budget priorities. Although disaster risk assessment documents and disaster management plans may
exist, they are not always directly connected to annual budgeting processes. Disaster risk data may remain as
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planning documents, while budget allocations are shaped by routine programs, political priorities, sectoral
interests, and short-term development agendas. This weak connection between risk information and fiscal
decision-making reduces the preventive function of disaster financing. Kwak (2021) argues that the
implementation of disaster risk reduction requires policy compliance, institutional capacity, and resource
allocation, not merely formal planning documents.

The emergency-response orientation also affects how effectiveness is understood. In many local
government practices, effectiveness is often measured through budget absorption, speed of procurement,
completion of emergency activities, or compliance with administrative reporting. These indicators are
important, but they do not fully capture whether disaster financing has reduced vulnerability or strengthened
community resilience. For disaster risk reduction, effectiveness should also be measured by the extent to
which financing reduces hazard exposure, protects vulnerable groups, improves infrastructure resilience,
strengthens preparedness, and prevents future losses. This broader understanding of effectiveness is
necessary to transform disaster financing from a short-term fiscal response into a long-term resilience
investment.

2) The Role of Village Funds and Regional Budgets in Preventive Disaster Financing

The findings indicate that Dana Desa or village funds have significant potential to support preventive
disaster financing because villages are the closest governance units to disaster-prone communities. Village
governments have direct knowledge of local hazards, vulnerable households, evacuation routes, community
capacities, and small-scale infrastructure needs. Through village planning and budgeting mechanisms,
village funds can be used to finance community-based mitigation, preparedness training, evacuation
facilities, early warning support, drainage improvement, slope reinforcement, riverbank protection, disaster
information boards, and community volunteer activities. This shows that village funds can become an
important fiscal instrument for localized disaster risk reduction when they are integrated into risk-informed
village development planning.

The study found that village funds are most effective when disaster risk is explicitly included in
village planning documents. When village medium-term development plans and annual village work plans
recognize disaster risk, village budgets are more likely to allocate funds for mitigation and preparedness. In
some cases, village funds support concrete risk reduction activities such as repairing drainage channels,
constructing small retaining walls, improving access roads for evacuation, purchasing emergency
equipment, strengthening community-based disaster preparedness groups, and supporting disaster education
activities. This finding is consistent with Nugroho et al. (2022), who show that village funds can contribute
to post-disaster economic recovery in rural Aceh when linked to local needs and community empowerment.
It also supports Noer et al. (2023), who found that village fund allocation can be used for disaster mitigation,
although its effectiveness depends on planning capacity and local governance quality.

Nevertheless, the study also found several limitations in the use of village funds for disaster risk
reduction. First, village governments do not always have adequate technical capacity to interpret disaster
risk data and translate it into budget programs. Second, disaster mitigation is often competing with other
village priorities, such as roads, economic empowerment, social assistance, health, education, and
administrative needs. Third, village fund regulations and guidance may be interpreted narrowly, causing
village governments to prioritize visible physical development rather than integrated risk reduction. Fourth,
monitoring and evaluation still tend to focus on administrative compliance and physical outputs, rather than
whether funded activities actually reduce disaster risk. These findings indicate that village funds require
stronger technical guidance, risk-based planning assistance, and coordination with local disaster
management agencies.

Regional budgets or APBD play a broader role because they finance disaster management across
sectors and institutions. The findings show that APBD can support disaster risk reduction through local
disaster management agencies, public works, spatial planning, health services, social protection, education,
environmental management, housing, and infrastructure programs. Unlike on-call funds, which are mainly
activated during emergencies, APBD has the potential to finance long-term mitigation and preparedness. For
example, APBD can support flood control infrastructure, landslide mitigation, evacuation route
development, early warning systems, community training, contingency planning, resilient public facilities,
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and disaster education programs. This confirms Sufri and Elvin’s (2025) argument that disaster risk
reduction requires cross-sectoral policy support and sustainable local budgeting.

The problem is that APBD-based disaster financing is often fragmented across sectors. Disaster risk
reduction programs may be spread across different offices without a unified risk-based financing framework.
Public works may finance drainage or embankments, social affairs may finance emergency logistics, health
offices may finance emergency medical services, education offices may support school safety, and local
disaster management agencies may coordinate preparedness and response. While these programs are
relevant, they may not be integrated under a common disaster risk reduction strategy. As a result, local
governments may spend money on disaster-related activities without clearly measuring their combined
contribution to reducing risk. This finding supports Paudel et al. (2024), who emphasize that disaster risk
reduction policies require integration across institutions, knowledge systems, and planning mechanisms.

The findings further reveal that budget politics influence disaster financing priorities. Preventive
disaster financing often competes with politically visible programs that produce immediate results.
Mitigation and preparedness investments may be less attractive because their benefits are preventive and
long-term, while emergency response activities are more visible when disasters occur. This creates a
tendency for local governments to allocate funds after disasters rather than before them. Disaster financing
therefore requires stronger political commitment, evidence-based advocacy, and fiscal incentives that
encourage local governments to invest in prevention. Song et al. (2024) argue that resilience-oriented
financing mechanisms can link investment decisions directly to risk reduction outcomes, particularly when
financial instruments are designed to reward preventive action.

Based on these findings, village funds and regional budgets should be positioned as complementary
instruments. Village funds are useful for community-level and small-scale mitigation, while APBD is
necessary for larger infrastructure, institutional capacity, multi-sectoral coordination, and regional-scale risk
reduction. On-call funds remain important for emergency response, but they should be supported by
preventive financing through village funds and APBD. The effectiveness of disaster financing therefore
depends not only on each fiscal instrument, but also on how these instruments are coordinated across the
disaster management cycle.

3) Toward a Risk-Based Disaster Financing Governance Model

The findings suggest that risk-based disaster financing governance requires an integrated framework
that connects risk assessment, fiscal planning, budget allocation, implementation, monitoring, and
evaluation. Disaster financing cannot be considered effective only because funds are available or disbursed.
It becomes effective when fiscal instruments are able to reduce exposure, lower vulnerability, strengthen
preparedness, protect public assets, and increase community resilience. This requires a governance model
that shifts disaster financing from reactive spending to preventive investment.

The first component of the proposed model is risk-informed planning. Local governments need to
ensure that disaster risk assessments, hazard maps, vulnerability profiles, and resilience priorities are directly
connected to development planning and budgeting documents. Regional disaster management plans,
medium-term development plans, annual work plans, spatial plans, APBD documents, village development
plans, and village budgets should refer to the same risk information. Without this integration, disaster risk
data will remain technical documents that do not influence fiscal decisions. This finding is consistent with
Haris et al. (2023), who show that the Disaster Risk Index can influence emergency fund allocation, but this
study extends the argument by emphasizing that risk indices should also guide preventive budget allocation.

The second component is fiscal instrument alignment. On-call funds, village funds, and APBD
should not operate as separate financing mechanisms. On-call funds should ensure rapid emergency
response, village funds should support community-based mitigation and preparedness, and APBD should
finance regional-scale mitigation, institutional capacity, and cross-sectoral disaster risk reduction. These
instruments need to be aligned through planning forums, budget coordination meetings, disaster
management plans, and accountability mechanisms. Such alignment can prevent duplication, reduce
financing gaps, and ensure that disaster financing supports the entire disaster management cycle.

The third component is preventive budget prioritization. Local governments should allocate a clearer
portion of disaster-related spending to mitigation and preparedness. Preventive financing may include
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strengthening early warning systems, improving drainage, protecting watersheds, reinforcing landslide-
prone slopes, developing evacuation routes, preparing shelters, training community volunteers, supporting
disaster education, and improving resilient public infrastructure. Purwandari et al. (2024) and Pleterski
(2025) show that disaster risk financing becomes more sustainable when financial mechanisms reduce future
losses and support risk transfer or risk reduction. This study adds that local public budgets must also
function as preventive instruments, not only as emergency fiscal buffers.

The fourth component is community-based fiscal participation. Disaster financing should involve
communities, especially those living in high-risk areas. Community participation is important because local
residents understand everyday vulnerabilities, unsafe infrastructure, evacuation constraints, and social risks
that may not be fully captured in official documents. In village fund planning, participation can help ensure
that disaster risk reduction is included in village priorities. In regional budgeting, public consultation can
strengthen accountability and align programs with local risk realities. This finding is consistent with studies
on local disaster governance which argue that community participation strengthens preparedness,
legitimacy, and resilience (Kusumasari & Alam, 2021; Paudel et al., 2024).

The fifth component is performance-based accountability. Disaster financing should be evaluated not
only through financial compliance, procurement completion, or budget absorption, but also through risk
reduction outcomes. Local governments need indicators that measure whether funded programs reduce flood
frequency, improve evacuation access, increase preparedness capacity, protect vulnerable groups, reduce
damage to public assets, or strengthen recovery capacity. Dedehouanou et al. (2025) argue that financing
mechanisms should be assessed in relation to household resilience and vulnerability reduction. This study
extends that view by proposing that local government disaster financing should also be evaluated through
institutional and territorial resilience indicators.

The sixth component is transparency and data integration. Risk-based disaster financing requires
accessible data on disaster risk, budget allocation, fund utilization, program outputs, and risk reduction
outcomes. Digital budget dashboards, open data systems, participatory monitoring, and integrated planning
platforms can help citizens and oversight institutions assess whether disaster funds are being used
effectively. Transparency is particularly important because disaster funds are often used under urgent
conditions and may be vulnerable to weak accountability. Feofilovs et al. (2024) note that disaster financing
systems require adaptive governance because risk, fiscal capacity, and institutional behavior interact
dynamically. Transparent data systems can support this adaptive governance by allowing local governments
to learn from budget performance and disaster outcomes.

The proposed model offers a contribution to disaster financing and disaster risk reduction literature.
Previous studies have discussed disaster risk financing, insurance, emergency funds, village funds, and
disaster budgeting separately. This study integrates these issues into a risk-based governance framework that
positions financing as an instrument for prevention, preparedness, and resilience. The model also responds
to the practical problem that local governments often have multiple disaster-related funding sources, but lack
an integrated mechanism to align them with risk reduction objectives.

The central argument of this study is that effective disaster financing is not determined only by how
much money is available, but by how well fiscal instruments are governed according to risk. On-call funds
are effective when they accelerate emergency response, village funds are effective when they strengthen
community-level mitigation, and APBD is effective when it supports cross-sectoral and long-term risk
reduction. Their combined effectiveness depends on risk-informed planning, institutional coordination,
preventive allocation, community participation, and outcome-based accountability. Through this framework,
disaster financing can be transformed from fragmented emergency spending into a strategic investment for
regional resilience.

4. Conclusion

This study concludes that disaster financing governance at the local government level should not be
understood merely as a mechanism for funding emergency response, but as a strategic instrument for
disaster risk reduction and regional resilience. The findings show that Dana Siap Pakai, Dana Desa, and
regional budgets through APBD have different but complementary roles in disaster governance. Dana Siap
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Pakai is effective in supporting rapid emergency response, particularly for urgent logistics, temporary
shelter, emergency operations, and immediate protection for affected communities. However, its dominant
emergency-response orientation limits its contribution to long-term disaster risk reduction when it is not
supported by preventive financing instruments.

The study found that Dana Desa has significant potential to finance community-level disaster risk
reduction because villages are the closest governance units to disaster-prone communities. Village funds can
support small-scale mitigation infrastructure, evacuation facilities, disaster preparedness groups, early
warning support, drainage improvement, and community-based resilience programs. Its effectiveness
depends on whether disaster risk is explicitly integrated into village development planning and budgeting.
When village planning documents do not include hazard profiles, vulnerability data, and local resilience
priorities, village funds tend to be used for general development programs rather than targeted risk
reduction.

Regional budgets or APBD have a broader role in financing cross-sectoral and long-term disaster
risk reduction. APBD can support mitigation infrastructure, institutional capacity building, early warning
systems, contingency planning, public facility resilience, health preparedness, social protection, and disaster
education. The findings show, however, that APBD-based disaster financing is often fragmented across
sectoral offices and not always governed under an integrated risk-based financing framework. As a result,
local governments may finance disaster-related programs without clearly measuring their collective
contribution to reducing exposure, vulnerability, and future losses.

The contribution of this study lies in proposing risk-based disaster financing governance as a
framework that integrates emergency response financing, village-level fiscal instruments, and regional
budget allocations into one disaster risk reduction cycle. The novelty of this study is found in shifting the
analysis of disaster financing from a reactive emergency expenditure perspective to a preventive governance
perspective. Previous studies have generally examined disaster funds, village funds, emergency financing,
insurance, or regional budgeting separately. This study extends those discussions by positioning disaster
financing as an integrated governance instrument for prevention, preparedness, mitigation, emergency
response, recovery, and resilience building.

The findings imply that local governments need to strengthen the connection between disaster risk
data and fiscal decision-making. Disaster risk assessments, hazard maps, vulnerability profiles, and
resilience priorities should not remain as technical planning documents; they must guide budget allocation,
program design, and performance evaluation. Disaster financing effectiveness should also be measured
beyond budget absorption and administrative compliance. It should be assessed through its contribution to
reducing disaster exposure, protecting vulnerable communities, improving preparedness, strengthening
infrastructure resilience, and minimizing future losses.

This study also emphasizes the need for stronger coordination among fiscal instruments. Dana Siap
Pakai, Dana Desa, and APBD should not operate as separate funding mechanisms. They need to be aligned
through risk-informed planning, inter-agency coordination, participatory budgeting, transparent reporting,
and outcome-based accountability. In this framework, Dana Siap Pakai supports rapid response, Dana Desa
strengthens community-based prevention and preparedness, while APBD finances broader institutional and
territorial resilience. Their combined effectiveness depends on whether local governments can govern these
instruments according to risk rather than merely according to routine administrative procedures.

This study has several limitations. Its qualitative case study design provides an in-depth
understanding of disaster financing governance, but it does not statistically measure the fiscal efficiency or
cost-benefit ratio of each financing instrument. The study also focuses on the local government level, while
the relationship between national fiscal policy, provincial budget support, regional fiscal capacity, and
village-level financing requires further analysis. In addition, the effectiveness of disaster financing may vary
depending on hazard type, regional fiscal capacity, political commitment, institutional quality, community
participation, and the availability of reliable risk data.

Future research should examine comparative cases across different disaster-prone regions in
Indonesia to identify variations in risk-based disaster financing practices. Further studies may use mixed-
method or quantitative approaches to measure the relationship between disaster risk levels, budget
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allocation, fund absorption, mitigation outcomes, and resilience indicators. Research is also needed to
develop measurable indicators for evaluating the effectiveness of Dana Siap Pakai, Dana Desa, and APBD
in reducing disaster risk. In addition, future studies should explore how digital budgeting systems, disaster
risk dashboards, participatory monitoring, and fiscal transparency mechanisms can strengthen accountability
in disaster financing governance.

References

Adhasara, A., Qadri, R. A., & Aprilia, R. (2022). Disaster risk financing and insurance: How far have we
known? Bina Ekonomi, 26(1), 76-95. https://doi.org/10.26593/be.v26i1.5534.76-95

Amri, A., Bird, D. K., Ronan, K., Haynes, K., & Towers, B. (2017). Disaster risk reduction education in
Indonesia: Challenges and recommendations for scaling up. Natural Hazards and Earth System
Sciences, 17(4), 595—-612. https://doi.org/10.5194/nhess-17-595-2017

Bevan, D., & Cook, S. (2015). Public expenditure following disasters. World Bank Policy Research Working
Paper No. 7355. https://doi.org/10.1596/1813-9450-7355

Feofilovs, M., Romagnoli, F., & Blumberga, D. (2024). System dynamics modelling for disaster risk
financing and insurance mechanisms: Toward adaptive resilience governance. Journal of
Infrastructure, Policy and Development, 8(9), Article 7492. https://doi.org/10.24294/jipd.v819.7492

Haris, N. (2023). Disaster risk index on disaster management budgeting: Indonesia’s national data set.
Jamba: Journal of Disaster Risk Studies, 15(1), Article al365.
https://doi.org/10.4102/jamba.v1511.1365

Hidayati, U., & Halimatussadiah, A. (2022). Pengetahuan rumah tangga terhadap bencana alam di
Indonesia. Jurnal Riset Pembangunan, 4(2), 67-82.

Lis, E. M., & Nickel, C. (2010). The impact of extreme weather events on budget balances. International
Tax and Public Finance, 17(4), 378-399. https://doi.org/10.1007/s10797-010-9144-x

Miao, Q., Hou, Y., & Abrigo, M. R. M. (2018). Measuring the financial shocks of natural disasters: A panel
study of U.S. states. National Tax Journal, 71(1), 11-44. https://doi.org/10.17310/ntj.2018.1.01

Noer, K. U., Putri, A. A. S., Syahputro, P. M., Ketiara, K., Kusuma, A. A., & Lestari, E. R. (2023). Village
fund allocation for disaster mitigation: Solution or another gimmick? International Journal of

Application on Sciences, Technology and Engineering, 1(1), 248-252.
https://doi.org/10.24912/jjaste.v1.11.248-252

Pleterski, N. (2025). Parametric insurance for sustainable disaster risk finance: Legal, data, and governance
pathways in  Slovenia  and  Croatia.  Sustainability, 17(21),  Article  9643.
https://doi.org/10.3390/sul7219643

Purwandari, B., Rahmawati, R., & Pratama, A. R. (2024). Community-based catastrophe insurance as a
sustainable economic loss risk management instrument. Risks, 12(6), Article 94.

Soetanto, R., Hermawan, F., Milne, A., Utomo, J., & Hatmoko, J. U. D. (2020). Developing sustainable
arrangements for proactive disaster risk financing in Java, Indonesia. International Journal of
Disaster Resilience in the Built Environment, 11(3), 435-451. https://doi.org/10.1108/IJDRBE-01-
2020-0006

Song, Y., Sutrisna, M., & Proverbs, D. (2024). The value of resilience bond in financing flood resilient
infrastructure.  Journal of  Sustainable  Finance &  Investment, 14(4), 889-912.
https://doi.org/10.1080/20430795.2024.2366200

Mujahidin, Murdhani, IJSR Volume 03 Issue 01 2026 32



https://journal.yaumil.org/index.php/ijsr/
https://doi.org/10.26593/be.v26i1.5534.76-95
https://doi.org/10.5194/nhess-17-595-2017
https://doi.org/10.1596/1813-9450-7355
https://doi.org/10.24294/jipd.v8i9.7492
https://doi.org/10.4102/jamba.v15i1.1365
https://doi.org/10.1007/s10797-010-9144-x
https://doi.org/10.17310/ntj.2018.1.01
https://doi.org/10.24912/ijaste.v1.i1.248-252
https://doi.org/10.3390/su17219643
https://doi.org/10.1108/IJDRBE-01-2020-0006
https://doi.org/10.1108/IJDRBE-01-2020-0006
https://doi.org/10.1080/20430795.2024.2366200

International Journal of Scientific Research (IJSR)
Volume 03 Issue 01 Pages 23-33. 2026

‘Website: https://journal.yaumil.org/index.php/ijsr/
ISSN (e): 3046-5206

DOI: 10.62894/

Tang, R., Wu, J., Ye, M., & Liu, W. (2019). Impact of economic development levels and disaster types on
the short-term macroeconomic consequences of natural hazard-induced disasters in China.
International Journal of Disaster Risk Science, 10(3), 371-385. https://doi.org/10.1007/s13753-019-
00234-6

Unterberger, C. (2018). How flood damages to public infrastructure affect municipal budget indicators.
Economics of Disasters and Climate Change, 2(1), 5-20. https://doi.org/10.1007/s41885-017-0020-5

Wiyanti, A., & Halimatussadiah, A. (2021). Are disasters a risk to regional fiscal balance? Evidence from
Indonesia.  International  Journal  of  Disaster  Risk  Science,  12(6), 839-853.
https://doi.org/10.1007/s13753-021-00374-2

Xu, X. (2019). Prospects for disaster management in China and the role of insurance. Environmental
Hazards, 18(5), 383-399. https://doi.org/10.1080/17477891.2019.1609404

B. Policy and Institutional References

Badan Nasional Penanggulangan Bencana. (2020). Rencana Nasional Penanggulangan Bencana 2020—
2024. BNPB.

Kementerian Keuangan Republik Indonesia. (2022). Strategi pembiayaan dan asuransi risiko bencana.
Kementerian Keuangan Republik Indonesia.

Kementerian Desa, Pembangunan Daerah Tertinggal, dan Transmigrasi Republik Indonesia. (2021).
Peraturan Menteri Desa, Pembangunan Daerah Tertinggal, dan Transmigrasi Nomor 7 Tahun 2021
tentang Prioritas Penggunaan Dana Desa Tahun 2022. Kementerian Desa, Pembangunan Daerah
Tertinggal, dan Transmigrasi Republik Indonesia.

United Nations Office for Disaster Risk Reduction. (2015). Sendai Framework for Disaster Risk Reduction
2015-2030. UNDRR.
World Bank. (2021). Indonesia disaster risk finance and insurance. World Bank.

World Bank & Global Facility for Disaster Reduction and Recovery. (2019). Indonesia: Advancing a
national disaster risk financing strategy. World Bank.

Mujahidin, Murdhani, IJSR Volume 03 Issue 01 2026 33


https://journal.yaumil.org/index.php/ijsr/
https://doi.org/10.1007/s13753-019-00234-6
https://doi.org/10.1007/s13753-019-00234-6
https://doi.org/10.1007/s41885-017-0020-5
https://doi.org/10.1007/s13753-021-00374-2
https://doi.org/10.1080/17477891.2019.1609404

