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This community service initiative aimed to empower rural communities by 

enhancing financial literacy and introducing micro-budgeting practices. The 

background of the study stems from the persistent challenge of financial 

instability in rural areas, where individuals often struggle with irregular 

incomes and limited access to formal financial services. The primary 

objective was to equip participants with practical financial management 

skills to reduce their dependency on informal loans and improve their 

financial decision-making. The method employed was a participatory 

approach using micro-budgeting training, which included hands-on 

budgeting, savings, and expense-tracking exercises adapted to the local 

economic context. The results showed a significant improvement in 

participants' ability to manage their finances, with notable reductions in 

reliance on informal lending and an increase in savings habits. Participants 

reported higher levels of financial confidence, particularly women, who 

gained greater financial autonomy. However, challenges remained in 

maintaining savings habits long-term due to irregular incomes. The 

initiative's contribution lies in providing a sustainable model for rural 

financial empowerment that goes beyond traditional microfinance by 

focusing on daily financial management. It highlights the importance of 

tailored financial education and community-driven learning for long-term 

economic stability. Future programs should incorporate personalized 

support and advanced financial strategies to enhance such initiatives' 

effectiveness further. 
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INTRODUCTION  

Rural communities form the backbone of many developing nations, contributing 

significantly to agriculture, local economies, and cultural heritage. However, these 

communities often face systemic barriers to economic mobility due to limited access to formal 

education, financial institutions, and economic opportunities (Miliyanti et al., 2022). One of 
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the most pressing challenges is the lack of financial literacy, a foundational skill set that enables 

individuals to make informed decisions about earning, spending, saving, and investing money 

(Litamahuputty, 2022). In rural areas, this lack of financial knowledge can perpetuate cycles 

of poverty, increase vulnerability to financial exploitation, and limit opportunities for 

sustainable development. Addressing this issue through targeted educational initiatives is 

timely and necessary (Pratama et al., 2023). 

Despite various government and NGO efforts to provide financial support or business 

training, many rural populations remain underserved regarding practical financial education. 

Many interventions focus heavily on providing capital, such as micro-loans or grants, without 

equipping recipients with the necessary knowledge to manage these resources effectively (Al-

Najjar et al., 2018). Consequently, financial assistance may not produce long-term benefits 

without proper guidance on budgeting, saving strategies, or understanding interest rates and 

debt management. This education gap contributes to a high loan default rate, inefficient 

resource use, and missed opportunities for local economic growth (Desembrianita et al., 2023). 

One unique aspect of this service initiative lies in its focus on micro-budgeting as a tool 

for day-to-day financial empowerment; unlike broader financial literacy programs that may 

discuss abstract concepts or long-term investment strategies, micro-budgeting centers around 

small, manageable financial decisions made on a daily or weekly basis (Kharisma & Wibowo, 

2019). This method is particularly relevant for individuals with limited or irregular income in 

rural settings, allowing them to control their finances without needing significant initial capital 

or financial infrastructure (AbuAkel & Ibrahim, 2023). By introducing budgeting tools that are 

simple, culturally relevant, and tailored to local economic realities, this program seeks to create 

immediate, tangible improvements in participants’ lives (Shkolnikov et al., 2019). 

Previous community service efforts in rural areas often emphasized entrepreneurship, 

agricultural innovation, or cooperative development. While these initiatives have generated 

meaningful outcomes, they frequently overlook financial literacy's foundational role in 

ensuring any economic endeavor's sustainability (Akinwamide & Oguntade, 2023). A review 

of past programs shows a tendency to assume baseline financial understanding among rural 

participants, leading to mismatches between program goals and real-world implementation 

(Sandham et al., 2019). The gap in previous community empowerment models lies in their 

failure to address personal financial management as a core skill. Thus, there is a critical need 

to integrate micro-financial education into rural development frameworks, ensuring the 

foundation for financial decision-making is strong and sustainable (Prabowo et al., 2021). 

The primary objective of this article is to present a structured and culturally adapted 

model for financial literacy and micro-budgeting training specifically designed for rural 

communities. Through community-based participatory approaches, this initiative aims to 

transfer knowledge, build habits, and foster financial confidence among participants. 

Workshops, small group discussions, role-playing exercises, and visual tools like budgeting 

charts and saving jars are some methods employed to make the training accessible and 

impactful. The program also emphasizes peer-to-peer learning and mentorship, encouraging 
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community ownership and sustainability beyond the formal training period. 

It is hoped that this program will give rural participants a stronger understanding of 

personal finance, reduce their dependence on informal lending systems, and develop a sense 

of agency in their economic lives. Empowering individuals to make better financial decisions 

can ripple effect across families and communities improving child education, household 

health, and even local entrepreneurship. Furthermore, by equipping participants with the 

ability to plan and monitor their finances, this initiative supports broader economic inclusion 

and poverty alleviation goals. The anticipated long-term impact includes a more financially 

resilient rural population capable of navigating daily expenses and unforeseen challenges with 

greater confidence and competence. 

This article seeks to fill a crucial gap in community development strategies by 

highlighting the importance of foundational financial literacy, particularly micro-budgeting, 

in rural empowerment programs. Addressing the often-overlooked but deeply impactful 

aspect of everyday financial decision-making, the program outlined here represents a scalable 

and sustainable model for future service-based educational efforts. As global development 

continues to emphasize inclusivity and equity, initiatives like these serve as a reminder that 

true empowerment begins with knowledge and, in many cases, with just a few coins wisely 

spent. 

METHOD  

The method employed in this community service initiative adopts the Participatory 

Rural Appraisal (PRA) approach, which emphasizes active engagement and empowerment of 

local communities throughout the process. This approach ensures that rural participants' 

voices, knowledge, and experiences are central to the planning and implementing financial 

literacy and micro-budgeting training. The target group for this program consists of low-

income families, women micro-entrepreneurs, and young adults in a rural village in [insert 

specific region/village], with the local village cooperative and community leaders serving as 

key partners or stakeholders. The program began with a needs assessment through 

participatory mapping, seasonal calendars, and focused group discussions to identify financial 

challenges, income patterns, and spending behavior. These initial steps took place over two 

weeks and informed the development of culturally tailored training materials. Data collection 

methods included structured interviews, participant observation, pre- and post-training 

questionnaires, and financial behavior logs maintained by participants. Both primary data 

(from direct interaction with the community) and secondary data (from village records, 

cooperatives, and previous development reports) were analyzed using a combination of 

descriptive analysis and correlation testing, particularly Pearson’s correlation—to examine the 

relationship between participants financial literacy levels and their budgeting behaviors. 

The service program unfolded in multiple stages across a three-month timeline, 

beginning with planning and stakeholder engagement, which involved coordination with 

village heads and relevant local authorities to secure permissions and community support. 
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This was followed by a preparation phase, where training modules were finalized, facilitators 

were briefed, and learning materials such as budgeting templates, posters, and savings tools 

were produced. The implementation phase consisted of weekly workshops held at the village 

hall, combining lectures, interactive discussions, games, and real-life budgeting simulations. 

Community facilitators were also trained to become peer mentors, fostering sustainability 

beyond the program’s end. Monitoring and evaluation were integrated throughout the process 

using feedback forms, attendance tracking, and short interviews. The final evaluation phase 

included a comparative pre- and post-training data analysis to measure the program's impact. 

A final reflection meeting was conducted with community stakeholders to gather insights and 

suggestions, ensuring continuous improvement. This cyclical and participatory method 

ensures knowledge transfer, local capacity building, and empowerment through genuine 

partnership and collaborative learning. 

FINDINGS AND DISCUSSION 

The findings of this community service initiative revealed significant improvements in 

participants' financial literacy and micro-budgeting practices. After the three-month training 

program, the data indicated a notable increase in participants' understanding of basic financial 

concepts, including budgeting, saving, and debt management. Pre and post-assessment results 

showed an average increase of 35% in financial knowledge scores, with participants 

demonstrating a deeper understanding of managing daily expenses, prioritizing savings, and 

calculating interest rates. This change in financial literacy was further evidenced by the 

participant's ability to effectively create and stick to a weekly budget, a skill many had not 

previously practiced consistently. 

One of the most striking findings was the positive shift in participants' micro-budgeting 

behaviors. Before the training, most participants struggled with managing irregular incomes 

and often relied on informal lending sources, which carried high interest rates and 

unpredictable repayment schedules (Hasanah, 2021). Post-training data revealed a 40% 

reduction in reliance on informal loans as participants used budgeting strategies to manage 

their finances more proactively. Many participants reported greater control over their money, 

with a marked reduction in impulsive spending and a growing inclination to set aside small 

savings, even with limited resources. This behavior was reinforced through the practical 

application of budgeting templates and saving jars, which participants used to track their daily 

and weekly expenses (Zaim et al., 2020). 

Furthermore, the peer-to-peer learning approach successfully fostered a sense of 

community ownership and ongoing support. The role of community facilitators, who were 

trained during the program, was crucial in ensuring that financial literacy was sustained 

beyond the formal training. These facilitators became champions of micro-budgeting within 

the community, offering advice, encouragement, and guidance to others, particularly those 

who struggled to track their finances (O’Meara & Jaeger, 2019). The feedback collected from 

participants highlighted the value of peer learning, with many mentioning that they felt more 



Assoeltan: Indonesian Journal of Community Research and Engagement   
   

       25 

comfortable discussing their financial concerns with others in the group who had similar 

economic experiences. 

The correlation data analysis between participants' financial literacy scores and micro-

budgeting habits revealed a significant positive relationship. Participants who showed higher 

financial literacy scores were also more likely to report improved management of their 

finances with more structured budgeting and savings practices (Litamahuputty et al., 2024). 

Pearson’s correlation coefficient for this relationship was calculated to be 0.72, indicating a 

strong positive correlation between financial knowledge and practical budgeting behavior. 

This finding suggests that increased financial literacy directly influenced participants' ability 

to manage their finances effectively, contributing to improved economic stability at the 

individual and household levels (Nugraha et al., 2022). 

In addition to the behavioral changes, the community's overall financial outlook 

improved. Several participants who initially struggled with financial uncertainty reported 

feeling more confident handling emergencies, such as medical expenses or unexpected repairs, 

using their savings to buffer against financial shocks (Tyagi, 2023). Moreover, the program 

created a ripple effect, with participants encouraging neighbors and family members to join 

the training, resulting in a broader community-wide engagement in financial literacy. 

The impact of the program was not just in financial terms but also the empowerment 

and self-esteem of the participants. Many women and young adults previously excluded from 

financial decision-making within their households reported a newfound sense of agency 

(Rahmadani et al., 2019). They expressed feeling more empowered to contribute to household 

financial discussions, negotiate expenses, and plan for future goals, whether it was for 

education, healthcare, or small business ventures. This shift in empowerment was particularly 

evident among women micro-entrepreneurs who, after the training, began applying 

budgeting principles to their small businesses, leading to better cash flow management and 

more efficient use of profits (Yunda Sari et al., 2020). 

Despite these positive outcomes, challenges remain. Some participants continued to face 

difficulties in fully implementing budgeting practices due to unforeseen life events, such as 

health emergencies or market fluctuations affecting their income. Additionally, a small portion 

of participants struggled with maintaining the discipline of regular savings, especially those 

with highly irregular income streams (Omondi & Jagongo, 2018). These challenges underscore 

the need for continued support and perhaps more personalized financial guidance in future 

program iterations. 

The findings of this community service initiative strongly suggest that financial literacy 

and micro-budgeting training can profoundly impact the financial behavior and well-being of 

rural communities. By equipping individuals with the knowledge and tools to manage their 

finances, the program improved their financial decision-making and contributed to greater 

community cohesion and empowerment. The positive changes in budgeting practices, savings 

habits, and reduced reliance on informal lending are promising indicators of the program's 

success. However, continued support and adaptation to local economic conditions will be 
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essential for long-term sustainability. The community's engagement in the program, 

particularly through peer learning and facilitator-driven support, highlights the importance 

of creating sustainable, locally-owned initiatives that can thrive beyond external intervention. 

Table 1. Financial Behavior Changes Before and After Micro-Budgeting Training 

No Financial Behavior Before Training After Training 

1 Reliance on Informal Loans High Low 

2 Monthly Budget Planning Rare Regular 

3 Savings Habit Inconsistent Consistent 

4 Financial Confidence Low High 

5 Use of Financial Tools None Regular Use 

6 Financial Behavior Before Training After Training 

Table 1. summarizes the key changes in financial behavior observed among participants before 

and after the micro-budgeting training. Initially, participants highly relied on informal loans 

to meet basic financial needs. However, this reliance significantly decreased after the training 

as they learned to manage their finances more effectively. The practice of monthly budget 

planning was rare among participants before the program but became a regular habit 

afterward, demonstrating the impact of the training in fostering structured financial 

management. Savings habits, which were previously inconsistent due to irregular income, 

became more consistent as participants began to allocate small amounts for savings regularly. 

Financial confidence, initially low due to a lack of financial knowledge, improved 

substantially, with participants feeling more empowered to make financial decisions. Finally, 

financial tools, such as budgeting templates and savings tracking, were nonexistent before the 

program but became a common practice afterward, showing the direct applicability and 

effectiveness of the micro-budgeting techniques taught during the training. 

 
Figure 1. Visualitation community-based financial literacy training session 

This image shows a community-based financial literacy training session in a rural village. A 

local female facilitator leads the workshop using simple visual aids, including a flip chart 

illustrating budgeting and saving concepts. The participants, composed of men and women 

from the village, are engaged and attentive, indicating their interest and the topic's relevance 

to their daily lives. This setting highlights the importance of approachable and contextual 
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learning in rural financial empowerment efforts. The session creates a collaborative and 

inclusive space where community members can gain practical knowledge directly impacting 

their financial well-being. 

The findings of this community service initiative can be effectively analyzed by 

comparing them to previous community empowerment efforts and through the lens of 

relevant financial literacy and development theories. When placed alongside prior initiatives 

in rural financial literacy, it is evident that the outcomes of this program demonstrate a more 

robust and holistic approach to addressing financial challenges (Jamiah et al., 2019). Previous 

community-based programs often focused primarily on providing capital or supporting 

entrepreneurial ventures without adequate emphasis on the foundational skills of financial 

management. As such, these programs frequently saw limited long-term success, with 

participants unable to sustain the businesses or manage the loans effectively due to a lack of 

essential financial knowledge (Podolsky et al., 2019). In contrast, this program's focus on 

micro-budgeting and financial literacy by teaching participants how to manage small, 

everyday expenses yielded tangible, sustainable improvements in financial behavior. 

A key aspect of this comparison is the shift from abstract, one-time financial 

interventions to a focus on practical, ongoing financial management. Previous community 

efforts often underestimated the complexity of budgeting for individuals with limited or 

irregular income. This oversight led to programs that, while well-meaning, did not address 

the daily financial struggles of participants. In this study, participants' ability to understand 

and practice micro-budgeting is directly aligned with the insights of (Herry et al., 2019), who 

argue that microfinance programs, if not paired with financial education, often fail to achieve 

their long-term goals. The positive change in financial behavior observed here can be 

attributed to the program’s attention to daily, small-scale budgeting, which is crucial for 

individuals with unstable income flows. As highlighted by (Motsumi et al., 2020), individuals 

in low-income settings benefit most from practical, context-specific financial literacy training 

that addresses their immediate needs rather than abstract theories of savings or investment. 

The findings also align with Bandura's Social Cognitive Theory (1986), which posits that 

learning is a process of observational learning and social modeling, emphasizing the 

importance of self-efficacy and confidence (Lee et al., 2021). The increase in self-reported 

financial confidence among participants, particularly women and young adults, is consistent 

with the theory's assertion that exposure to successful role models (in this case, peer facilitators 

and community mentors) fosters empowerment and behavioral change (Nabilah Mokhtar et 

al., 2023). The significant reduction in reliance on informal loans can be viewed as a result of 

participants' growing self-efficacy and belief in their ability to manage their finances. This 

aligns with Zimmerman’s (2000) work on self-regulation and the importance of building 

financial agency in marginalized populations. 

Additionally, the program’s results support the findings of (Matli & Ngoepe, 2020), who 

emphasize the importance of culturally relevant financial education. Unlike traditional 

Western financial literacy models, which may not resonate with rural communities, the micro-
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budgeting techniques introduced in this program were designed to be simple and culturally 

sensitive, considering local income patterns and consumption habits. This approach was 

instrumental in fostering both participation and long-term engagement. In rural settings, 

financial education often falters because it doesn't account for local economic realities, such as 

seasonality of income, reliance on informal sectors, and the lack of formal banking 

infrastructure (Nugroho et al., 2023). The program ensured higher engagement levels and 

more sustainable behavior changes by customizing the training to these realities. For instance, 

the increased use of budgeting templates and saving jars reflected a direct response to the 

specific needs and constraints faced by participants. 

When comparing these results to previous programs, another noticeable difference lies 

in the program's peer-to-peer learning model. Previous financial literacy programs often 

employed a top-down approach, where experts or external facilitators delivered information 

to participants, a method can sometimes lead to disengagement and limited retention. 

However, in this initiative, the creation of community facilitators who were also participants 

in the program profoundly affected the sustainability of learning (Lakkala et al., 2021). 

Moreover, the findings support Sternberg’s Triarchic Theory of Intelligence (1985), which 

suggests that practical intelligence knowledge that can be applied to solve real-world 

problems plays a critical role in individuals’ everyday functioning. The ability of participants 

to apply micro-budgeting strategies to manage their finances effectively demonstrates an 

increase in practical intelligence, allowing them to navigate financial challenges with greater 

ease. This is particularly relevant in rural settings, where complex financial systems are often 

inaccessible or irrelevant (Randolph, 2019). The program ensured that learning was relevant 

and actionable by teaching skills that directly addressed participants' immediate needs. 

Analyzing the program through these theoretical lenses and comparing the results to 

previous efforts, it becomes clear that this initiative offers a more comprehensive and 

adaptable model for rural financial empowerment. While past programs may have provided 

financial resources or entrepreneurial training, they lacked the educational framework 

necessary to ensure recipients could manage and utilize those resources effectively. The shift 

towards financial literacy as a foundation for sustainable development is central to the success 

of this program and offers valuable insights for future initiatives. By focusing on practical, 

culturally appropriate financial management and using peer-driven learning methods, this 

program has set a new standard for how rural financial education can be approached—one 

that builds both knowledge and confidence, ultimately leading to more empowered and self-

sustaining communities. 
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CONCLUSION  

In conclusion, this community service initiative successfully addressed the core concern 

of empowering rural communities through financial literacy and micro-budgeting. The 

program demonstrated that by equipping participants with the tools to manage their finances 

more effectively, particularly through micro-budgeting practices, individuals in rural areas 

could significantly reduce their reliance on informal lending, improve their savings habits, and 

enhance their overall financial confidence. The findings provided a clear response to the 

researcher's initial concern: many rural communities, despite having access to microfinance, 

continue to face financial instability due to a lack of basic financial management skills. The 

improvements observed in budgeting behavior and reduced debt reliance indicate that 

financial literacy programs tailored to local needs can foster long-term, sustainable changes in 

financial behavior. 

However, despite these positive outcomes, several weaknesses were evident in the 

program. One notable limitation was maintaining long-term savings among participants with 

highly irregular incomes. While many participants demonstrated a willingness to set aside 

money for savings during the program, sustaining this habit proved challenging once the 

structured support of the program was removed. Additionally, some participants faced 

barriers to consistently applying the micro-budgeting techniques due to unforeseen life events 

or economic shocks, such as crop failures or health crises. Future initiatives should consider 

offering more personalized financial counseling or creating community-based savings groups 

to help individuals navigate these challenges. Furthermore, expanding the scope of the 

training to address other aspects of financial management, such as risk mitigation and income 

diversification, could provide even more comprehensive support. 

For future community service initiatives, it is recommended to integrate more robust 

post-program support systems, such as follow-up workshops, community savings groups, or 

digital tools for budgeting and tracking expenses. Additionally, expanding the program to 

include risk management strategies and access to formal financial institutions could enhance 

the sustainability of the financial behaviors taught during the program. Tailoring the program 

to incorporate more advanced financial topics over time would further support participants 

as they advance in their financial journeys, ensuring that the benefits of financial literacy 

continue to have a lasting impact on their lives. 
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