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Abstract

Presidential Regulation Number 12 of 2021 concerning amendment the Presidential Regulation
Number 16 of 2018 (Presidential Regulation 12/2021) was the government efforts for micro small-level
enterprises (MSEs) and cooperatives to be involved in the public procurement of goods and services.
However, it still needs to be anticipated because there are always irregularities that usually occur,
namely corruption. This research aims to determine how the amendment of the public procurement
regulation in the Presidential Regulation 12/2021 especially for MSEs and cooperatives, and also how
to assess the Presidential Regulation 12/2021 can reduce the potential for corruption in the process of
public procurement. This research uses a normative method with a comparative approach and a
statutory approach. The results of this research indicate the Presidential Regulation 12/2021 are the
elimination of medium-level enterprises, the government’s obligation to allocate a minimum budget of
40%, and also increase the budget ceiling for MSEs and cooperatives up to IDR 15 billion. E-
Procurement for MSEs and cooperatives still has the potential for corruption, but with the new policy
in the form of competency certification, and if there is an increase in regulations from the National
Procurement Board (LKPP) in terms of provider qualifications, procurement can produce quality and
efficient products.

Keywords: Potential Corruption, Government’s Procurement Goods and Services, Presidential
Regulation 12/2021, Small-Level Enterprises (MSEs), Cooperatives

1. Introduction

The seriousness of the Indonesian government in improving the economy is evident in Law Number 11 of 2021
concerning Job Creation (Job Creation Law) or also known as the Omnibus Law. At the end of 2020, the House
of Representatives (DPR) and the Government of Indonesia jointly approve it. The Job Creation Law is
expected to be useful for the purpose of structural reform and accelerating economic transformation in Indonesia
(BPMI Setpres. 2020, October 9). Apart from all polemic and political interventions which were so strong
and the disapproval of some citizens towards Job Creation Law, there are positive sides that can be seen,
especially in the sector of Micro Small-Level Enterprises (MSEs) and Cooperatives. One of the visions in the
preamble to the Job Creation Law has shown the governments are eager to encourage convenience and create
protection and also economic empowerment, especially in the sector of MSEs and Cooperatives. In addition,
another intention is that the emergence of the Job Creation Law is also expected to suppress the creation of new
MSEs and able to open up more job opportunities as possible.

In the Job Creation Law specifically on Chapter V concerning the Ease, Protection and Empowerment of
Cooperatives, Micro Small Medium-Level Enterprises (MSMESs), it changes regulates, deletions, and
stipulations of new rules relating to MSMESs in Law Number 20 of 2008 concerning Micro, Small and Medium
Enterprises (Law Number 20/2008) and amendments of the Cooperatives in Law Number 25 of 1992
concerning Cooperatives (Law Number 25/1992).

The changes of the Job Creation Law have implications for the activities of government procurement goods and
services by MSEs and Cooperatives which were previously regulated in Presidential Regulation Number 16 of
2018. The amendments of Job Creation Law are finally to emergence a new policy namely Presidential
Regulation Number 12 of 2021 concerning the amendments of Presidential Regulation Number 16 of 2018
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concerning governments Procurement Goods and Services (Presidential Regulation 12/2021). Apart from those
related to MSEs and Cooperatives, there are other several provisions amended in the Presidential Regulation
12/2021, it is relating about domestic products, human resources, procurement institution, procurement
personnel, construction services, fostering providers, and also about e-marketplace in governments procurement
goods and services. The amended provisions fall within the scope of changes to the cluster of convenience and
protection of MSEs as well as the ease of doing business in the Job Creation Law.

The influence of the Job Creation Law can be seen from the change in the objectives of government’s
procurement of goods and services in the Presidential Regulation 12/2021, which in Article 4 Letter C states that
these changes encourage an increase in the participation of MSEs and Cooperatives and aim to realize economic
equity and expand business opportunities. Another change of concern is also found in Article 65 of the
Presidential Regulation 12/2021, the Ministries/Institutions/Regional Governments (K/L/PD) were obligated to
use domestic MSE and Cooperative products by allocating at least 40% of the value of the expenditure budget.
Then, the budget ceiling value earmarked for MSEs and Cooperatives was also increased to 6 (six) times, from
originally only IDR 2,5 Billion now to IDR 15 Billion. That change is certainly becoming an opportunity for
providers/entrepreneurs in the MSEs and Cooperatives, where they are encouraged to have greater budget
absorption than before. Given that based on data from http://inaproc.id/ukm as of July 30, 2020, from the total
value of packages reserved for MSEs of IDR 307 Trillion, but the realization of the packages for MSEs is only
IDR 56 Trillion or 18,2% from the total value of the package backup (Ministry of Cooperatives and SMEs RI,
2020).

Talking about the government’s procurement of goods and services, the purpose of these activities does have a
noble purpose where the activities of the government’s procurement of goods and services is a tool to move the
wheels of the economy for the welfare of the lives of the Indonesian people. This is also because the
government’s procurement of goods and services is a public sector that is closely related to the use of the state
budget, both the State Revenues and Expenditures Budget (APBN) or the Regional Revenues and Expenditures
Budget (ABPD) (Azijah Dewi Noor. 2019). Since it was first regulated in Presidential Decree Number 80 of
2003, the government’s procurement of goods and services has undergone several changes until currently in
effect, namely Presidential Regulation Number 16 of 2018 concerning the Government’s procurement of goods
and services (Presidential Regulation 16/2018) and Presidential Regulation Number 12 of 2021 concerning
Amendments to Presidential Regulation Number 16 of 2018 concerning the Government’s procurement of
goods and services (Presidential Regulation 12/2021).

Policies have indeed been implemented several times, advances in information technology and the times
demanded a change. Policy changes in the government’s procurement of goods and services regulations are also
encouraged because there are still many legal loopholes and irregularities in the goods and services procurement
process. Irregularities are closely related to the government’s procurement of goods and services activities and
are still a polemic that continues to be resolved, such as the issue of corruption. Development that wants to be
reached by a state would be hampered by corruption because corruption is very detrimental to the state’s budget
and economy. Therefore, corruption must be eradicated to achieve the development goals and create a just and
prosperous society (Sabrina Dyah Nayabarani. 2017).

Studies on irregularities in the form of corruption in the government procurement sector have been scattered
everywhere and have been carried out by researchers and legal observers in Indonesia. Bribery, gratification,
conspiracy, mark-up, kickback in the government’s procurement of goods and services can always occur at
every stage of the procurement method used, even in the government’s procurement of goods and services even
with a small nominal, such as MSMEs and Cooperatives. The increase in the amount of the budget ceiling and
the allocation obligation of 40% for MSEs and cooperatives in the government’s procurement of goods and
services can indeed be a positive value in the ease of doing business (EoDB). However, it is also necessary to be
alert to any negative indications in the form of legal loopholes that can be exploited by people who are immoral
and greedy towards the use of the state budget that is not in accordance with its allocation. Therefore in this
paper, I want to review how the amendment of the government’s procurement of goods and services, especially
for MSEs and cooperatives in the Presidential Regulation 12/2021, and also | want to review how to assess the
Presidential Regulation 12/2021 can reduce the potential for corruption in the process of the government’s
procurement of goods and services, especially for MSEs and cooperatives.
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2. Methods

This research uses the normative legal writing method, namely the method using the literature method
consisting of secondary legal materials and laws and regulations relating to these legal issues, then supported by
data and other secondary materials related to the problems under study. The object of study of this research is
Presidential Regulation Number 12 of 2021 concerning Amendments to Presidential Regulation Number 16 of
2018 concerning Government’s Procurement of Goods and Services (Presidential Regulation 12/2021).
Meanwhile, the approach used is a comparative approach and a statutory approach.

3. Discussion
3.1 Amendment of The government’s Procurement of Goods and Services Regulation especially for MSEs and
Cooperatives in Presidential Regulation Number 12 of 2021

On February 2, 2021, the government issued Presidential Regulation Number 12 of 2021 concerning
Amendments of Presidential Regulation Number 16 of 2018 concerning the government’s Procurement Goods
and Services (Presidential Regulation 12/2021). This change is also inseparable from the impact of the Corona
Virus Disease (Covid-19) Pandemic, Indonesia itself has implemented a Large-Scale Social Restriction (PSBB)
policy which caused the Indonesian economy to sluggish (Muzakir Haitami, & Alya Rengganis. 2021). In
the socialization, the Head of the National Procurement Board (LKPP), Dr. Ir. Roni Dwi Susanto., M.Si said
that the public procurements are one of the driving forces of the economy which provides possible job
opportunities, ease the citizen specifically for MSEs to open up a new business and also support the prevent and
eradicate the corruption (LKPP. 2021c, February 26).

Regarding the policy amendment of Presidential Regulation 12/2021 which changes several provisions are
related to the government procurement of goods and services for MSEs and Cooperatives in Presidential
Regulation 16/2018 can be seen in this table below:

Table 1. Comparing the Policy of The Government’s Procurement Goods and Services that related for MSEs
and Cooperatives in Presidential Regulation 12/2021 and Presidential Regulation 16/2018 (LKPP, 2021).

EARLY ARTICLE

(Presidential Regulation 16/2018)

1. Article 1 Point 47:

Medium Enterprises are productive economic
enterprises that are independent, carried out by
individuals or business entities that are not subsidiaries
or branches of companies that are owned, controlled,
or are part of, either directly or indirectly, with Small
or Large Businesses with total net assets or annual
sales proceeds as regulated in the Law on Micro, Small
and Medium Enterprises.

Num. ARTICLE AMENDMENT
(Presidential Regulation 12/2021)
Article 1 Point 47:

Deleted

2. Article 4 Letter C: Article 4 Letter C:
. increasing the participation of Micro, Small and increasing the participation of Micro, Small
Medium Enterprises; and Cooperatives;
3. Article 19 Letter C: Article 19 Letter C and D:

. maximize the use of green industrial products products of micro small-enterprises and
cooperatives from domestic production; dan
environmentally friendly product..

4, Article 65 : Atrticle 65:

Small business consists of Micro and Small
Enterprises.

In the procurement of goods and services, PA / KPA
expands the role of small businesses.

The packaging is carried out by determining as many
packages as possible for small businesses without
neglecting the principles of efficiency, fair business
competition, system unity, and quality of technical
capabilities..

Small business consists of Micro and Small
Enterprises.

Ministries / Institutions / Regional
government are required to use products of
micro-small and cooperatives products from
domestic production.

Ministries / Institutions / Regional
Governments as referred to in paragraph (2)
are required to allocate at least 40% (forty
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The value of the package for procurement of goods / percent) of the budget value for goods and
construction work / other services is not more than IDR  services expenditures of the Ministries /

2,500,000,000.00 (two billion five hundred million Institutions / Regional Governments.
rupiahs), reserved and allocated for small businesses, The package for procurement of goods /
except for work packages that require technical construction work / other services with a
capabilities that cannot be fulfilled by small business. ceiling value of up to Rp. 15,000,000,000.00
The National Procurement Board (LKPP) and (fifteen billion rupiahs) is intended for small
Ministries / Institutions / Regional Governments businesses and / or cooperatives.

expand the participation of small businesses by The budget ceiling value for procurement as
including goods and services produced by small referred to in paragraph (4) is exempted for
businesses in the electronic catalog. work packages that require technical

capabilities that cannot be fulfilled by small
businesses and cooperatives.

The ministry which organizes government
affairs in the field of cooperatives and small
businesses and the Regional Government
expands the participation of small businesses
and cooperatives by including goods and
services produced by small businesses and
cooperatives in the electronic catalog.
Providers of non-small businesses or
cooperatives carrying out work collaborating
with small businesses and / or cooperatives
in the form of partnerships, subcontracts, or
other forms of cooperation if some small
businesses or cooperatives have capabilities
in the relevant field.

Cooperation with small business and / or
cooperatives as referred to in paragraph (7)
shall be included in the Bidding Document.

Based on the table above, it can be seen that there are several provisions amended in the Presidential Regulation
12/2021. The point of concern is in Article 1 Point 47 and Article 4 Letter C which is Medium-Level Enterprises
has been deleted. The elimination of medium-level enterprises in the Presidential Regulation 12/2021 is a
provision amended due to the emergence of Job Creation Law as regulated in Article 97, namely (Law Number
11/2020):

“The Central Government and Regional Government are required to allocate at least 40% (forty percent) of
products / services of MSEs and Cooperatives from domestic production in the public procurement by the
Central Government and Regional Government following with the provisions of laws and regulations.”

From that provision, the government does not mention the existence of medium-level enterprises, but rather the
focus of the government is to prioritize the interests of MSEs and Cooperatives, so that causes changes the
medium-level enterprises in Presidential Regulation 12/2021.

It should be remembered, that this elimination does not merely cause medium-level enterprises activities to no
longer to exist in Indonesia. Medium-level enterprises are still regulated in Law Number 20 of 2008 concerning
Micro, Small and Medium Enterprises (Law 20/2008) and Government Regulation Number 7 of 2021
concerning Ease, Protection and Empowerment of Cooperatives and Micro, Small and Medium Enterprises (PP
7/2021). In addition, if we pay attention from the start, the general provisions of Article 1 of the Presidential
Regulation 16/2018 also did not mention the definition of Large Business. In this case, the same treatment also
occurs for medium-level enterprises in the Presidential Regulation 12/2021. The elimination of medium-level
enterprises in Presidential Regulation 12/2021 further explains that medium-level enterprises are being treated
increasingly firmly as non-small businesses in the government procurement of goods and services.

Other points that are also not less interesting, namely the changes in the provisions of Article 65 Presidential
Regulation 12/2021. As explained above, the government through the Job Creation Law wants to encourage the
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MSEs and Cooperative sector by requiring the central government and regional governments to allocate a
budget for goods and services to MSEs and cooperatives by 40%. Therefore, those wishes have been regulated
in Article 65 paragraph (3) in the Presidential Regulation 12/2021. In addition, Article 65 paragraph (2) also
stipulates that Ministries/Institutions/Regional Governments (M/I/RG) is obliged to use domestic products, so it
can be concluded that the Ministries/Institutions/Regional Governments (M/I/RG) budget with a value of at least
40% must be allocated to domestic production from MSEs and Cooperatives. The mandatory use of domestic
products itself is also meant for products that have a Domestic Component Level (TKDN) of at least 40%, as
referred to in Article 66.

Furthermore, from the provisions of Article 65 paragraph (4) in the Presidential Regulation 12/2021, the
government also increases the limit on the amount (or budget ceiling value) for the procurement of goods /
construction works / other services from MSEs and Cooperatives from IDR 2,500,000,000 to IDR
15,000,000,000. The change in these limits is also due to adjustments from PP 7/2021 which determine the limit
of annual sales proceeds for MSEs of a maximum of IDR 15 billion. However, the budget limit / ceiling can be
exempted by paragraph (5) if the work package that demands technical capabilities cannot be fulfilled by MSEs
and Cooperatives (Makarim, & Taira S. 2021).

The amended provisions in the Presidential Regulation 12/2021 do seem to be a very big opportunity for MSEs
and Cooperatives to participate in the government procurement of goods and services. Especially with the
obligation to allocate 40% with the mandatory use of domestic products. The application of DCL for products
that are included in the E-catalog will indeed make it easier for MSEs and Cooperatives to market their products
in the E-catalog. The entry of products from MSEs and Cooperatives into the E-catalog will increase turnover
and the development of MSEs and Cooperatives, in this case, it seems that the government also indirectly has
the intention of encouraging the slogan of ‘Love Indonesian Products’. However, not all policies can be seen
from the positive side, we also need to look at the legal loopholes and weaknesses of any existing rules and
policies. The budget limit/ceiling rule that was increased 6 (six) times to IDR 15 billion can indeed be an
opportunity to open up new MSEs, but it can also create random MSEs offering fewer quality goods/services.
MSEs and Cooperatives like this can be called ‘Palu Gada’ (what do you want, | exist) (Igbal, M. (2020).

In The National Procurement Board Regulation Number 9 of 2018 concerning Guidelines for the
Implementation of the Procurement of Goods and Services through Providers (PerLKPP 9/2018) there are
several provisions including qualification requirements for providers, one of which is the Provider's Technical
Qualification Requirements as set out in the PerLKPP 9/2018 Appendix Number Il point 3.4.2, where both the
requirements for providers of goods or services can be added to the provisions regarding the highest work value
in the last 10 (ten) years also intended for Small and Non-Small businesses at least equal to 50 % (fifty percent)
of the total value of the Owner Estimate / Budget Ceiling. So that not only Non-Small businesses but small
businesses such as MSEs also qualify, and qualification does not only apply to services but can also be applied
to providers of goods.

Furthermore, regarding the Financial Capability Qualification Requirements as stipulated in the PerLKPP
9/2018 Appendix Number Il point 3.4.3, where the provision regulates financial capacity in the form of
Remaining Actual Potential (RAP) accompanied by financial reports for providers who are or will be working
on work packages. However, the RAP is exempted for MSEs. In response to this, in the opinion of the author,
the National Procurement Board (LKPP) can also change several provisions in which both Small (MSEs) and
Non-Small providers can be asked for RAP and financial reports as qualification requirements. There is nothing
wrong if RAP and financial reports are the qualification requirements to determine quality goods and service
providers. This is because the provisions for government procurement of goods and services have changed in
Presidential Regulation 12/2020, so that the National Procurement Board (LKPP) can also make adjustments to
related regulations.

Adjustments in the form of limitations with certain qualification requirements on the selection of providers of
goods and services including for MSEs and Cooperatives are intended so that procurement is not only concerned
with low prices but also can produce quality and efficient goods and services. In this case, it is the responsibility
of the evaluation of the Electoral Working Group (EWG) and the Commitment Maker Office (CMO) in each
M/I/RG. However, even though there will be a limit made by the National Procurement Board (LKPP), this
limit is also expected so as not to reduce the interest of new business actors but still be able to maintain the good
intentions of the government to provide wider space for MSEs and Cooperatives so that they are not used by
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unscrupulous individuals which just want to have a project, and minimize the emergence of various kinds of
other irregularities and even the potential for corruption, collusion, and nepotism.

3.2 Assessing The Presidential Regulation 12/2021 Can Reduce The Potential For Corruption In The Process

Of The Government’s Procurement Of Goods And Services, Especially For MSEs And Cooperatives
Government procurement of goods and services is one of the tools to move the wheels of the economy to
improve the national economy to create people's welfare and improve the quality of human resources (Rendra
Alfonso Sitorus, Syafruddin Kalo, Mahmul Siregar, & M. Ekaputra. 2019). As we know that the procurement of
goods and services is very important in the activities of government organizations. Each M/I/RG unit requires
procurement and this is repeated throughout the fiscal year (Kementerian Keuangan. 2014). Therefore, all
systems and policies need to facilitate their implementation. With a good system and good policies, it can also
minimize various Kinds of irregularities that occur in the government procurement of goods and services
including acts of corruption, collusion, and nepotism.

In the process, there is the concept of mapping the goods and services to the needs of organizations that can
refer to the Kraljic Matrix or Model Kraljic, where the goods and services are categorized based on the value of
spending and the impact or risk to the organization. The categorization of goods and services is divided into 4
(four) quadrants (Peter Kraljic, 1983) namely:

a. The non-critical / routine quadrant, goods or services that have a low expenditure value (such as daily
operational needs), and have a small impact / risk for the organization. Generally, these goods or services
can also be provided by many service providers or business actors.

b. The leverage quadrant, is a category of goods or services that have a large expenditure value, but the impact
[risk for the organization is relatively small. Generally, these goods or services can be provided by many
service providers or business actors.

c. The bottleneck quadrant, namely goods or services that have a low expenditure value, but have a large
impact / risk for the organization. These goods or services are generally provided by specific/specific goods
and services providers or business actors.

d. The critical / strategic quadrant, is goods or services needed by the organization that has a high expenditure
value and has a large impact / risk for the organization. These goods or services are generally provided by
goods and services providers or business actors who have the main business in their respective fields.

Of the four quadrants, it is possible for the government procurement of goods and services in the M/I/RG
organization to the MSMe and Cooperatives sectors to be in the non-critical / routine quadrant. The procurement
process can also be carried out electronically (e-procurement) with the direct electronic procurement method,
namely the E-Purcashing method through E-Catalogs or Online Stores which are currently regulated in Article 1
Number 35 and Article 1 Point 54 in the Presidential Regulation 12/2021.

Inside the book from the Ministry of Cooperatives and SMEs of the Republic of Indonesia entitled BANGGA
UMKM (Guidebook for the Procurement of Government Goods and Services for Cooperatives and MSMES),
the involvement of MSMEs and Cooperatives in the government procurement of goods and services can be done
through Direct Expenditure Procurement (BELA Pengadaan) for procurement up to IDR 50,000,000 (fifty
million rupiah), Electronic Direct Procurement for procurement of IDR 50,000,000 (fifty million rupiah) up to
IDR 200,000,000 hundred million rupiah), or through E-Catalog for E-Purchasing purchases. (Kementerian
Koperasi dan UKM, n.d., p. 4). The difference between Procurement Defense and E-Catalog, where Bela
Procurement for procurement is up to IDR 50,000,000 (fifty million rupiah), while e-purchasing through E-
Catalog is not limited in value.

The Direct Expenditure Procurement (BELA Pengadaan) Program is an implementation of the program as
regulated in the Circular Letter of the Head of the National Procurement Board Number 18 of 2020 concerning
Electronic Direct Procurement for Micro and Small Businesses (SE LKPP 18/2020) and is further regulated in
the Decree of the Head of the National Procurement Board Number 200 of 2020 concerning Procurement
Defense Program (SK LKPP 200/2020). The Direct Expenditure Procurement (BELA Pengadaan) can be
accessed through https://belapengadaan.lkpp.go.id/ where it is connected to registered aggregators such as
Gojek, Grab, Shopee, Bhinneka, Blibli, Bukalapak, and other e-commerce (Kementerian Koperasi dan UKM,
n.d., p. 12). In addition, there is an official website belonging to the National Procurement Board (LKPP),
namely http://inaproc.id/ which functions as a portal or gate for electronic information systems related to
information on the government procurement of goods and services nationally which provides access and links to
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all procurement services electronically, catalogs. goods for e-purchasing, and is included in the blacklist of
providers of goods and services (LKPP, 2012).

It should be noted that E-procurement is divided into 2 (two), namely E-tendering and E-purchasing. E-
Tendering is the process of procuring goods and services that are followed by goods and services providers
electronically through a one-time offer, while E-Purchasing is the process of procuring goods and services
through an electronic catalog. The E-Tendering process is the same as the procurement pattern that has been
carried out manually, the only difference is that all stages are carried out electronically, while E-Purchasing uses
a completely different method. Users of goods and services only need to choose the goods and services they
want through an open and transparent electronic catalog (Liziad Aditya Soetanto, et al. 2015). In this case, the
procurement of goods and services is carried out in the Electronic Procurement System (SPSE) in each related
agency by the Electronic Procurement Service (LPSE). Business actors (including MSEs and Cooperatives)
must also input qualification and profile data in the Provider Performance Information System (SIKaP). The
process of procuring electronic goods and services (e-procurement) is indeed a more advanced procurement
process than conventional procurement processes and has the objective of making the government procurement
of goods and services more effective, efficient, open and competitive, transparent, fair or non-discriminatory,
and accountable (Haryati, D.,et al. 2011).

To procure goods and services electronically, personnel are appointed to carry out the task of procuring
government goods and services, including a Procurement Officer, a Commitment Making Officer (CMO), and
an Electoral Working Group (EWG). However, in Article 13 Paragraph (1) Letters a and b in the Presidential
Regulation 12/2021, at this time the Electoral Working Group (EWG) no longer has the authority to carry out
the selection of providers using of E-Purcashing and Direct Procurement. The implementation of direct
procurement and E-Purcashing can be carried out by the Procurement Officials for a maximum value of IDR
200,000,000,- (two hundred million rupiah) and Commitment Making Officer (CMO) for a value of at least over
IDR 200,000,000,- (two hundred million rupiah), as referred to in Article 12 paragraph (1) letter d and Article
11 paragraph (1) letter h.

The government procurement of goods and services must be carried out credibly through sound, independent
(impartial) arrangements and ensuring economic and social interactions between parties. Credible procurement
also means preventing unfair business competition and contains elements of preventing corruption, collusion,
and corruption between procurement actors and providers (Beridiansyah. 2017). Procurement of goods and
services through electronic systems is expected to provide a budget. Several procurement officials stated that it
is more than using an electronic catalog because apart from being easy to procure, there is also a legal umbrella
to protect oneself from legal action in the future. Apart from procurement, the procurement of goods and
services through e-buying can also minimize acts of corruption (Lestyowati, J. 2018). Another advantage is
community supervision so that it is hoped that in the future it can reduce fraud (Adrian Sutedi. 2012).
However, the optimal goal of establishing an electronic goods and services procurement system is not as easy as
we think. As we know, the procurement of electronic goods and services has been implemented in Indonesia for
a long time, but until now there are still various kinds of irregularities in terms of principles, ethics,
maladministration and even acts of corruption, collusion, and nepotism.

According to the Indonesian Dictionary (KBBI), corruption is defined as an act of using power for one's
interests (such as embezzling money or accepting bribes) (Pusat Bahasa Departemen Pendidikan Nasional.
2008). In the Black's Law Dictionary, Corruption is "An act committed with the intention of giving an
advantage that is not by the official obligations and rights of other parties, wrongly using his position or
character to get an advantage for himself or someone. other, along with the obligations and rights of other
parties”( Henry Campbell Black, M. A. 1968).

Based on data from the Corruption Eradication Commission (KPK), every year corruption in the procurement of

government goods and services always actively participates in the KPK’s statistical data. The below is statistical
data on corruption based on the types of cases from the KPK (KPK. 2021):
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Source: www.kpk.go.id
Graph TPK Berdasarkan Jenis Perkara

Update 1 Januari 2021

4 010 1 01; 01 201 201 2018 201 2018

Penyalahgunaan Anggaran 0 0 5 3 10 8 5 4 3 1] 4 2 1 1 0 2 2 50
TPPU 0 0 0 0 Q Q 0 0 2 7 5 1 3 6 5 3 38
Meringtangi Proses KPK 0 0 0 0 Q Q 0 0 2 Q 3 0 0 2 3 0 Q 10

Jumlah 2 19 27 24 a7 37 40 39 48 70 58 57 99 121 199 145 a1 1122

Based on the statistical data above, corruption in the government procurement of goods and services is still the
prima donna, occupying the top rank with the second-highest number after bribery. Even in 2020, corruption in
the goods and services procurement sector has broken the most records compared to the previous year with a
total of 30 (thirty) cases. This is very worrying considering that 2020 is the year of the Covid-19 outbreak and is
even still ongoing today. When other people are being hit by disaster, some greedy people are looking for
opportunities by committing corruption amid a pandemic. Therefore, various kinds of updating systems and
policies in the procurement of goods and services sometimes still do not go straight with human resources.

One example is the alleged corruption case of the procurement of agricultural machinery (Alsintan) in the form
of two-wheeled tractors, four-wheeled tractors, rice transplants, seeding trays, and water pumps at the 2015
Ministry of Agriculture which is currently still undergoing the process examination of the Team of Investigators
at the Junior Attorney General for Special Crimes at the Attorney General’s Office of the Republic of Indonesia
(AGO). The AGO examined 3 (three) witnesses, namely Dwi Satrianto as the Head of Sub-Directorate for
LKPP System Development Catalog Management for Fiscal Year 2015 as the 2015 LKPP E-Catalog
Development Team, Sigit Apriyanto as the 2014 LKPP E-Catalog Working Group, Thanthawi Jauhari as the
LKPP E-Catalog Working Group 2015. The testimonies of the witnesses can be used as evidence to be held
accountable for state financial losses in the procurement of agricultural machinery at the Indonesian Ministry of
Agriculture (Detikcom. 2020).

This case explains that procurement personnel, both procurement officials, CMO, and electoral working groups
in the government procurement of goods and services are closely related to the procurement process. Besides,
previously in the Presidential Regulation 16/2018, there was a Work Product Recipient Committee (PPHP)
which also always dealt with the government procurement of goods and services as regulated in Article 1
Number 15 of Presidential Regulation 16/2018, but currently, this provision is removed in the Presidential
Regulation 12/2021. In my opinion, the elimination of PPHP in Presidential Regulation 12/2021 is considered as
a form of efficiency in the government procurement of goods and services, besides that in some cases, PPHP is
always checked if irregularities are found because the results of the inspection affect the quality of goods and
services provided. Not to mention if PPHP is appointed from a team that is less relevant and does not have
competency standards for the goods and services it inspects. Therefore, in the current Presidential Regulation
12/2021, Article 74A paragraph (6) states the requirements for a certificate of competence for procurement
actors have been regulated (Presidential Regulation 12/2021, Article 74A paragraph 6).

Although currently procurement has been carried out electronically, the process of procuring goods and services
cannot be separated from human interference. This is often the potential for corruption in the E-Procurement
system through E-Catalogs. In fact, the conventional mode of corruption still exists, but with a few
modifications. At the planning stage, procurement personnel will make specifications that refer to a certain
product, the specifications made orders from certain parties that are made in great detail (Yakobus Tefa. 2013).
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Before that, there was usually a conspiracy / conspiracy with the providers of goods and services, not to mention
that there was a reward as a form of bribery and gratuity which led to a meeting of the minds of the two sides.
After the procurement specification requirements are determined, the person will select the product from the
provider. Providers are indeed difficult to pay the price because at the beginning they have negotiated with
LKPP, but they usually play (mark-up) on delivery costs. Procurement personnel can also get cashback if the
procurement is large, this is known as a kickback in the procurement of government goods and services.

Whereas if there is an examination from either the law enforcement apparatus or an audit from the Audit Board
of Indonesia (BPK) or the Finance and Development Supervisory Agency (BPKP), they will argue if their
choice is by the needs in budget planning. They think that the act does not violate the rules, because sharing the
margin is the right of the provider. These fraudulent practices are common in E-Tendering, so it is not
impossible that in E-Purcashing, these dirty practices can often occur. They forgot about the conspiracy at the
beginning of the procurement, indirectly enriching themselves with public money. State losses must exist,
because in this case the state is forced to buy goods that have been regulated by the mechanism so that this
situation has implications for unfair business competition and is even categorized as acts of corruption,
collusion, and nepotism.

Conspiracy, mark-up, kickback, bribery, gratuities or other corruption, collusion and nepotism are categorized
as prohibited acts in the government procurement of government goods and services. The provisions governing
sanctions in Article 78 to Article 82 in the Presidential Regulation 12/2021 were also amended, but not related
to the substance of the amount, but only the compilation of phrases and sequences, as well as the addition of
administrative sanctions in the form of Black List Sanctions for providers who do not sign catalog
contracts.(Presidential Regulation 12/2021, Article 81 paragraph (4) letter b). Procurement actors, both
procurement personnel such as Budget User (PA), Budget User Authority (KPA), Procurement Committees,
CMO (PPK) and Goods and Services Providers can be given administrative sanctions as in the Presidential
Regulation 12/2021 jo. Presidential Regulation 16/2018 and criminal sanctions as stipulated in Law Number 5
of 1999 concerning Competition Law and Law Number 31 of 1999 jo. Law Number 20 of 2001 concerning
Corruption Law. Regarding the occurrence of unfair business competition, this falls under the authority of the
Indonesian Competition Commission (KPPU), while criminal acts of corruption can fall under the authority of
the Police, the Attorney General’s Office and the Corruption Eradication Commission (KPK) (Ferdinand, A. et
al. 2020).

The government’s policy in updating the rules for government procurement of goods and services in the
Presidential Regulation 12/2021 which is aimed at fixing the electronic procurement system can open up great
opportunities for MSEs and Cooperatives to be involved in the procurement of government needs. In terms of
procurement actors, Presidential Regulation 12/2021 also adds mandatory requirements for competency
certificates for procurement of basic / level-1 goods and services for procurement managers and other personnel
as stipulated in Article 74 A in the Presidential Regulation 12/2021. This compulsory competency certificate
policy can raise the service standards for the procurement of goods and services with qualified human resources
and can reduce fake procurement actors who are not by their fields which makes the procurement process not
optimal. Even so, the policy still needs to be supported by the professionalism of human resources and personnel
involved in procurement. They must comply with ethics, principles, and integrity pacts towards the procurement
of government goods and services in their respective M/I/RG. Then, as explained in the previous chapter, there
is a need for additional qualification requirements on technical goods and service providers as well as the
financial capacity of providers from MSEs and Cooperatives which are regulated in the National Procurement
Board (LKPP) implementing regulations. This limitation is not to break the spirit but to protect the goodwill of
the government and to create an optimal and efficient procurement process. Besides, supervision that is
continuously intensified by LKPP and law enforcers can also prevent and eradicate unfair business competition
and even the potential for corruption, collusion, and nepotism in the procurement of government goods and
services including for MSEs and Cooperatives.

4. Conclusion

Presidential Regulation 12/2021 has changed several provisions for the government procurement of goods and
services in the Presidential Regulation 16/2018, especially for MSEs and Cooperatives, where medium-sized
enterprises activities have been removed and replaced with cooperative businesses. The M/I/RG obligation to
allocate at least 40% of the expenditure budget for MSEs and Cooperatives and the budget ceiling limit for
MSEs and Cooperatives has been increased 6 (six) times from IDR 2,5 billion IDR 15 billion. This policy
change is the government's effort to encourage the small business sector such as MSEs and Cooperatives to
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actively participate in the government procurement of goods and services and is expected to open up as many
job opportunities as possible to encourage economic transformation in Indonesia. Presidential Regulation
12/2021 has emphasized that the government procurement of goods and services for MSEs and Cooperatives
can be done using the E-Purchasing method through E-Catalogs and Online Stores. Besides, there is an
obligation for a competency certificate for the procurement of basic / level-1 goods and services for
procurement managers and other personnel who can raise service standards for the procurement of goods and
services. The potential for corruption in the procurement of goods and services electronically cannot be
eliminated, either in the form of conspiracies, mark-ups, kickbacks and bribes, and gratuities. However, it is
hoped that the new policy in the Presidential Regulation 12/2021 can increase the transparency and integrity of
procurement personnel, as well as produces quality and efficient products for MSEs and Cooperatives.
Hopefully, the National Procurement Board (LKPP) can make new implementing regulations that are adjusted
to changes in government procurement policies in Presidential Regulation 12/2021, especially for MSEs and
Cooperatives. The National Procurement Board (LKPP) can amend PerLKPP 9/2018 by adding requirements
for technical qualifications of goods and services as well as financial capacity for providers. This is intended so
that the implementation of procurement is not only concerned with low prices but also can produce quality and
efficient goods and services. This limitation is also expected so as not to reduce the enthusiasm of new business
actors but still be able to maintain the good intentions of the government to provide more space for MSEs and
Cooperatives and to minimize the emergence of various kinds of irregularities, one of which is corruption,
collusion, and nepotism.
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