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ABSTRACT

This study analyzes the policy implementation of Government Capital Funds (GCF) for the Indone-
sia Logistics Bureau (Perusahaan Umum Badan Urusan Logistik, Perum BULOG) to support na-
tional food security. This study also aims to identify any obstacles and determine the development
of an effective policy model for implementing the policy. This study uses qualitative methods, and
the primary data was obtained from informants using the snowball technique collected from in-
depth interviews. The result of this study is that the implementation of GCF fund utilization could
have been more optimal in achieving the set targets due to several obstacles. These obstacles in-
clude the incomprehensiveness and inconsistencies in GCF policy planning, the difficulty of under-
taking land acquisition and obtaining an environmental license, GCF funds are much less than the
total needs that should be met, and the discontinuation of the RASTRA Program for low-income
families and poor food security governance. In addition, developing an implementation model for
the effective use of GCF funds requires strengthening the authority of national food security man-
agement institutions. This study recommends that the government upgrade the status of Indone-
sia's Logistics Bureau to become a ministry-level institution. The relationship pattern with the Na-
tional Food Agency must also be strengthened for better food policy governance.
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INTRODUCTION

The 1945 Constitution of the Republic of In-
donesia instructs the Government to carry
out public duties by fulfilling the welfare of
each of its citizens. In carrying out public
duties, the Government can appoint State-
Owned Enterprises (SOE) through the Public
Service Obligation (PSO) scheme (according
to Law Number 19 of 2003 concerning state
owned-enterprises) with Government Capi-
tal Funds (GCF) taken from the State Budg-
et. For the GCF disbursed to Perum BULOG,
Perum BULOG is one of the many SOEs that
receive GCF funding and is a strategic SOE
that plays a role in realizing food security in
Indonesia according to the mandate of Gov-
ernment Regulation Number 13 of 2016 con-
cerning  Indonesia  Logistics = Bureau
(Perusahaan Umum Badan Urusan Logistik,
Perum BULOG).

Indonesia Government Regulation Number
13 of 2016 also states that in its duty as the
guardian of national food security, Perum
BULOG is obliged to maintain price stability
of national staple food prices, both from the
producer and consumer sides. From the pro-
ducer side, Perum BULOG purchases rice or
grain from farmers, while from the consumer
side, Perum BULOG maintains food stability
by conducting market operations. Perum
BULOG is also assigned as a national food
stock buffer and then distributes rice to low-
income families as a form of aid. Moreover,
it also undertakes the task of distribution for
emergency conditions such as natural disas-
ters or other assignments from the Govern-
ment. In the event the national rice stock
runs low, Perum BULOG is also allowed to
import rice to maintain price stability, and
according to Regulation of the Minister of
Trade of the Republic of Indonesia Number 1
of 2018, Perum BULOG is the only company
in Indonesia that is permitted to import rice.

The task of maintaining stability puts forth a

burden on internal financial resources. The
Joint Study of the Ministry of SOEs and the
Ministry of Finance of the Republic of Indo-
nesia in 2015 (Joint Study of 2015) stated
that the working capital required by Perum
BULOG to stabilize food prices at the pro-
ducer side, namely the purchase of rice or
grain rice from farmers, amounted to IDR 21
trillion, of which the entire working capital
fund is covered by commercial banking cred-
it. High working capital debt ultimately com-
pels Perum BULOG to pay interest every
year, even though, based on Law Number 19
of 2013 concerning Protection and Empow-
erment of Farmers, it is specified that every
SOE receiving an assignment must be com-
pensated by the Government. Based on the
preceding, the Joint Study of 2015 proposed
that a GCF of IDR 3 trillion be awarded to
Perum BULOG and legitimized through Gov-
ernment Regulation Number 49 of 2015.

The disbursement of GCF is intended to
strengthen the capital structure and increase
the business capacity of Perum BULOG.
Such an effort to strengthen the capital
structure and increase business capacity
aims to facilitate Perum BULOG in stabiliz-
ing food prices, purchasing domestic grain/
rice, and distributing rice to low-income
families. In 2016, the Government redis-
bursed GCF to Perum BULOG in IDR 2 tril-
lion per Government Regulation Number 70
of 2016 to re-strengthen the capital structure
and increase business capacity post-harvest
infrastructure development. Based on the
Joint Study between the Ministry of SOE of
the Republic of Indonesia and the Ministry
of Finance of the Republic of Indonesia in
2016 (the Joint Study of 2016), the construc-
tion of this infrastructure is intended to
maintain the quality of food commodities
purchased by Perum BULOG.

The disbursement of GCF to Perum BULOG
to stabilize staple foods, especially rice, puts
Perum BULOG in a vital position. Salasa
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(2021) states that a country can only develop
its economy if the food needs of its people
have been met. Therefore, based on this
background, this study is interested in ana-
lyzing the implementation of GCF at Perum
BULOG to support the national food pro-
gram.

There are pretty several studies related to the
implementation of such policy, such as re-
search by Alfiani, Rahayu, and Nurbaiti
(2017), Barbu and Price-Kreitz (2018), and
Sinaga, Hamdi, Wasistiono, and Lukman
(2020), and some of them include imple-
mentation related to food security such as
Mooij (1999). Furthermore, the study related
to Perum BULOG has also been studied
many times, such as Trinugroho et al. (2011),
who reviewed the cost structure of subsi-
dized rice, followed by Timmer (1996), who
questioned whether Perum BULOG should
stabilize rice prices also Yulianis, Sarastuti,
Risfaheri, and Rachman (2021) who ana-
lyzed synergy of national food reserves.
However, of all the studies that have been
published, studies relating to the utilization
of GCF funds at Perum BULOG have never
been carried out, albeit their relevance for
research.

This study designed a framework of thought
by reconstructing the theories that describe
the idea of this study in order to present a
clear position of the problem in this study,
display a complete picture of the research
problem, and provide guidance in finding
answers to these problems. Based on this
description, we have formulated a frame-
work of thought which includes: First, grand
theory as a theory that functions as an um-
brella theory for applying middle range theo-

ry and applied theory. The Grand Theory of
this study is government theory, as present-
ed by Brasz (1975), that the science of gov-
ernment is a science that studies how institu-
tions in government are structured and how
government institutions function internally
or externally for the people. Meanwhile, in
another theory of government, as Strong
(1960) stated, the government has the au-
thority to maintain peace within its territory.
It must also have financial adequacy to im-
plement policies to meet the needs of its peo-
ple.

Second, middle range theory serves the pur-
pose of connecting the grand theory with ap-
plied theory. The middle range theory in this
study is the theory of public policy, the theo-
ry of state finance, and the theory of welfare.
In the public policy theory, Cochran et al.
(2011) defines policy as a unified series of
actions taken by the government to achieve
common goals and is not limited to only
making laws. This series of unified actions
taken by the government can include doing
something or even not doing anything (Dye,
2017) to solve problems that arise in society,
such as the economy, education, health, and
social issues (Willian, 2004). Meanwhile,
Dye (2017) describes policy implementation
as one of a series of policy processes, begin-
ning with identifying problems to be re-
solved, followed by setting an agenda for
how these problems will be resolved, then
policy formulation developed by government
officials and interested parties, after which
the policy is ratified by the government and
implemented by the government or institu-
tions appointed by the government.

Furthermore, the basis for the following

Agenda

Problem
Identification Setting

i

Policy

Policy
Formulation Ratification

Policy
Implementation

Figure 1. The Policy Process
Sources: Dye (2017)
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middle-range theory is welfare theory. Wel-
fare includes many dimensions (Goggin,
Bowman, Lester, & O'Toole, 1990). Howev-
er, according to Bubolz and Sontag
(1993), welfare is the achievement of the
quality of human life where the achievement
of the quality of life is that basic life needs
have been fulfilled and the desired values
have been obtained. Meanwhile, social wel-
fare means the existence of a system in the
nation regarding services to assist the com-
munity in meeting their economic, social,
educational, and health needs (Whitaker &
Federico, 1997). The third middle-range the-
ory is the theory of state finance. State fi-
nance is one of the elements of the govern-
ment in carrying out its objectives (David,
2014), in which state finances are given
management rights to the government based
on the law for a certain period (Goedhart,
1982). Musgrave (1959) divides state financ-
es into the following (1) allocation decisions,
which are the authority of the government in
allocating its economic resources (especially
public goods of significant value) to the com-
munity, (2) distribution decisions, namely
the government's authority to distribute eco-
nomic resources so that resources are guar-
anteed and can be accessed by the whole
community (3) stabilization decisions, in
which the government is authorized to main-
tain macroeconomic stability. Concerning
state finances at Perum BULOG, which in
this case is a state-owned enterprise, accord-
ing to Law Number 19 of 2003, the state fi-
nances are included in state assets. There-
fore, financial management does not elimi-
nate its nature as a state asset.

Third, the applied theory is a driven theory
which is the theoretical basis for preparing
operational concepts of research variables.
The applied theory is implementation theo-
ry, where implementation, according to
Jones (1984), is “finishing the job by doing
it.” We use policy implementation theory as
proposed by Meter and Horn (1975), which

contains (1) policy standards and objectives,
(2) policy resources, (3) communication be-
tween organizations and strengthening activ-
ities, (4) characteristics of policy implement-
ers, (5) social, economic and political condi-
tions (6) disposition/tendency of implement-
ers. The theoretical framework is depicted in
Figure 2.

RESEARCH METHOD

This study applies a qualitative method, and
in analyzing the utilization of GCF funds at
Perum BULOG, we use six main variables
developed by Meter and Horn (1975). In
conducting the analysis, we compiled a
practical implication of each variable by
taking the perceptions of interpretations and
opinions of the informants until empirical
findings were found, as is usual in a
qualitative study (Creswell, J. W. and Poth,
2016). After obtaining empirical findings, we
developed an ideal model for utilizing GCF
funds as a model development for this
applied theory.

The data sources for this study consist of
primary and secondary sources. Primary
sources are who become informants in this
study. Interviews with informants were
carried out in-depth interviews using the
snowball technique. The determination of a
person to become an informant is by
considering his position and competence in
implementing the GCF funds utilization
policy at Perum BULOG. Our informants
represented three institutions, first from
Perum BULOG itself, which consisted of 11
informants, five of whom are Board of
Directors (BOD) and the remaining six are
regional Division Heads for the Jakarta-
Banten area, West Java, Central Java, East
Java, South Kalimantan, and North Sumatra.
Second, one representative from the
Ministry of State-Owned Enterprise of the
Republic of Indonesia is an informant who is
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Figure 2. Theoritical Framework

the Deputy Minister. Third, one respondent
from the Ministry of Finance of the Republic
of Indonesia is the Director General of State
Assets.

The secondary data sources consist of
information about Perum BULOG and food
security through relevant policies, laws, and
regulations, annual reports, video
documentation of meetings, and the theories
needed to enrich this research. This study
also checks the validity of the data in order to
ensure that the data being collected are
reliable.

RESULT AND DISCUSSION

According to Government Regulation Num-
ber 44 of 2005, GCF is a state asset separat-
ed from the State Budget (Anggaran Penda-
patan dan Belanja Negara, APBN). The
mechanism for granting GCF to Perum
BULOG is based on a proposal from the Min-

istry of Finance to the President of the Re-
public of Indonesia, which includes a Joint
Study between the Ministry of Finance of the
Republic of Indonesia and the Ministry of
SOEs. The President then approved the pro-
posal for granting GCF with the issuance of
Government Regulation Number 49 of 2015
for the disbursement of GCF for IDR 3 tril-
lion and Government Regulation Number 70
of 2016 for the disbursement of GCF of IDR
2 trillion. The joint study describes the con-
siderations and parameters for the success of
granting GCF; hence, the joint study and
Government Regulations issued to provide
GCF are an inseparable unit.

GCF Policy Standards and Objectives

Based on the Joint Study of 2015, in its role
in carrying out the task of national food sov-
ereignty, Perum BULOG requires a working
capital of IDR21 trillion to buy rice and
grains from farmers, store them as nation-
al buffer stocks, and distribute them in mar-
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ket operations (if the stock is rice at the con-
sumer side is running low), deal with natural
disasters, and other assignments such as
providing regular rice assistance to the poor.
Perum BULOG obtained funds of IDR 21 tril-
lion from commercial bank loans. Against
this background, the Government provided
GCF to Perum BULOG in 2015, amounting
to IDR g trillion, to achieve the targets de-
scribed in Table 1.

The first parameter is price stability on the
producer and consumer sides. This policy's
parameters are vague and not explicitly elab-
orated in the Joint Study of 2015. However,
we use data from Statistics Indonesia (Badan
Pusat Statistik, BPS) further to explore price
stability on the producer and consumer
sides. On the producer side, the average
price of Harvested Dry Grain (HDG) was rel-
atively stable between 2015 and 2017, which
is in the range of IDR4.600 per kilogram.
Meanwhile, in 2018, there was an increase in
the price of HDG to IDR 4.894/kg, and it
stabilized again in the following year (2019),
which reached IDR 4.828/kg. We consider
the increase in grain prices to reflect the in-
creasing welfare of national farmers (Wahed,
2015; Putri, Novindra, and Nuva, 2013). As
for prices on the consumer side, which is also
based on data from the BPS, in 2015, the av-
erage price of rice at the trade level was IDR
10.915/kg, then increased to IDR 11.511/kg in
2016 and remained stable until 2017, which
is at IDR 11.535/kg. In 2018 there was anoth-
er increase to IDR 12.054/kg, which was sta-
ble in the following year (2019), amounting
to IDR 12.091/kg.

Table 1. GCF 2015 Success Parameters

The second parameter is the purchase of
grain/rice from farmers of, 1.47 million tons
annually. Based on the findings of the Audit
Board of the Republic of Indonesia (Badan
Pemeriksa Keuangan, BPK) Special Purpose
Audit Report Number 46A of 2016, the pur-
chase of grain/rice from farmers was only
344,050 tons or only reached 23.4% of the
total target. The figure of 344,050 tons is the
total purchases to national farmers from
2015 to August 31, 2016. That condition oc-
curred due to the disbursement of GCF funds
from the Government to Perum BULOG,
which was only disbursed in November 2015
and lost the momentum of the harvest sea-
son (BPK RI, 2016).

The third parameter is the distribution of
rice to the poor, as outlined in the Prosper-
ous Rice Program (Beras Sejahtera, RAS-
TRA) of 2,784,000 tons/year. Perum
BULOG's annual report shows that the dis-
tribution of RASTRA only reached the target
in 2015, which was 3,554,883 tons/year or
115.02% of the total target. Then in the fol-
lowing years, the distribution of RASTRA
rice decreased. In 2016 it fell to 2,782,326
(99.94%). In 2017, it decreased to 2,542,405
tons per year (91.32%). In 2018 it went down
to 1,207,269 tons per year (43.36%). The de-
cline in performance, especially in 2018, was
due to the shift in the program distribution.
RASTRA is a cash aid program transferred to
the poor through the BPNT (Non-Cash Food
Assistance) program under the Minister of
Social Affairs Regulation Number 11 of 2018.

The following parameter is interest efficiency

Purpose and Fund

Objectives Needs GCF Value Success Parameters
Stable food prices and increased farmer welfare.
Acceleration of grain/rice Purchase of grain/rice from farmers is 1.47 million tons/
purchases from farmers to IDR 21 IDR 3 tril- year
achieve national food sover- trillion lion The distribution of rice distribution for the poor is

eignty

2,784,000 tons/year.
Bank interest efficiency of IDR 300 billion/year
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4.894 12.054
4.828 11.511
4.694 12.091
4617 11.535
4.615
10.915
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Figure 3. Price Chart of Harvested Dry Grain-HDG and Average Rice Prices in IDR/Kg

Source: BPS (2020)

of IDR 300 billion/year. This parameter
needs to be more specific and explained in
the joint study regarding the target for the
total bank interest that must be paid each
year. For this matter, we assume that the tar-
get bank interest to be paid is IDR 774 billion
annually or has succeeded in streamlining
bank interest expenditures from 2015, IDR
1,074 trillion. This assumption is based on
the realization that the 2015 GCF was only
transferred towards the end of 2015
(November); therefore, measuring efficiency
can only be done after the GCF funds have
been disbursed. Therefore, based on this and
referring to the annual report of Perum
BULOG, the interest efficiency target has
never been achieved. Even bank interest pay-
ments by Perum BULOG continued to rise
yearly, namely IDR 1,416 trillion in 2016,
IDR 1,754 trillion in 2017, and IDR 1,927 tril-
lion in 2018.

As for the disbursement of GCF in 2016,
based on the Joint Study of 2016, these funds
are intended for constructing post-harvest
infrastructure facilities such that the harvest-
ed commodities purchased can be main-

tained in good quality. The details of the
post-harvest infrastructure built are present-
ed in Table 3. In subsequent developments,
Perum BULOG was unable to execute imme-
diately due to factual demands in the field,
such as (1) moving the location of the Mod-
ern Rice Milling Plant, which is too close to
the population, (2) differences in the calcu-
lation of investment needs between the re-
sults of Joint Study of 2016 and the Feasibil-
ity Study, (3) errors in determining the loca-
tion of soybean warehouses that are not in
the production center area (4) changes in
the allocation of GCF funds such as adding
commodity warehouses for rice, corn, and
soybeans.

Perum BULOG, through the Review of the
Financial and Development Supervisory
Agency of the Republic of Indonesia (Badan
Pengawasan Keuangan dan Pembangunan,
BPKP) Number SP-1715/D4/02/2018,
changed the GCF allocation so that there is
an allocation that must use Perum BULOG's
internal cash for investment needs. Details
of the approval of the amendments are de-
scribed in Table 4.

Table 2. Efficiency of Bank Interest Payments After GCF 2015

Year Interest Payment/Year (More Efficient IDR 300 Interest Paid Efficiency Bank
2015 IDR O IDR 1,074 trillion IDR O

2016 IDR 774 Billion IDR 1,416 trillion (IDR 642 billion)
2017 IDR 774 Billion IDR 1,754 trillion (IDR 980 billion)
2018 IDR 774 Billion IDR 1,927 trillion (IDR 1,153 trillion)

Vol. 9, No. 1, 2023: 17-38
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Table 3. Allocation the Infrastructure Construction of GCF 2016

(In Thousand Rupiah)

No Description GCF Allocation

1 For Rice Commodity
- Modern Integrated Rice Milling Plant 1,346,746,000
- Rice To Rice Machine 96,000,000

2 For Corn Commodity 479,254,000
- Drying Center & SILO

3 For Soybean Commodity 78,000,000
- Warehouse

Total Investment 2,000,000,000

Based on the Audit Results from the Public
Accounting Firm (PAF) Kosasih, Nurdi-
yaman, Mulyadi, Tjahjo, and Partners with
Report Number KNMT&R-15.02.2014/04 on
15 February 2018 and Report Number
00007/2.1051/RK/11/0269-2/ 1/11/2019 on
26 February 2019, the physical development
of post-harvest infrastructure construction is
still low and can only be carried out in 2017
with the disbursement of only IDR
586,512,000 for that year. Whereas in 2018,
the construction was still minimal, and the
disbursed @ budget was only IDR
10,442,700,600 that year. The total dis-
bursement for the construction in the two
years (2017 and 2018) combined only
reached IDR 12,315,701,000 - or less than 1%
of the total budget of GCF (IDR 2 trillion).
The land has yet to be acquired to build post-
harvest infrastructure. In this regard, the tar-

Table 4. Allocation of GCF 2016: Before and After

get to maintain the quality of food purchased
cannot be achieved because the construction
of the infrastructure has yet to be carried
out.

Resources

For financial resources, based on the 2015
and 2016 annual reports, the Paid-up Capital
of Perum BULOG prior to the GCF was IDR
6,847,135,795,560.00, where the Govern-
ment owns the entire capital as the share-
holder. After being granted the GCF, the to-
tal paid-up capital of Perum BULOG in-
creased to IDR 12,847,135,795,560. The rea-
son for adding GCF as Paid-up Capital is that
to buy rice from national farmers, a fund of
IDR21 trillion is needed by Perum BULOG.
Therefore with this GCF, Perum BULOG's
dependence on commercial banking credit is
reduced. However, the disbursement of GCF

(in Thousand Rupiah)

After

No

Description

Before (GCF)

GCF

Internal Cash

Total

For Rice Commodity

Modern Integrated Rice Milling Plant 1,346,746,000 1,133,835,000 139,334,254 1,273,169,254

Rice To Rice Machine 96,000,000 338,213,000 92,399,000 430,612,000
2 For Corn Commodity

- Drying Center & SILO 479,254,000 311,767,000 31,866,000 343,633,000
3 For Soybean Commodity

- Warehouse 78,000,000 21,626,000 - 21,626,000
4 Combined Food Commodities

- Warehouse - 194,559,000 - 194,559,000

Investment Amount 2,000,000,000 2,000,000,000 263,599,254 2,263,599,254
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is still considered insufficient because, based
on Perum BULOG's annual report, Perum
BULOG's leverage ratio is still high, namely
287% (2015), 214% (2016), 152% (2017), and
302% (2018). This ratio shows that the debt
of Perum BULOG is still higher than the capi-
tal owned. The high debt ratio leads to Perum
BULOG paying high interest yearly.

Meanwhile, for human resources, the quality
of the resources of Perum BULOG is quite
good. Between 2016 and 2018, employees
with a higher education level (Diploma and
above) make up more than 50% of the total
employees. In addition, quality development
through employee training is continuously
carried out and is increasing yearly, with 1,719
employees in 2015, 3,000 employees in 2016,
3,222 employees in 2017, and 4,715 employ-
ees in 2018. A good level of education will ul-
timately improve the quality of company re-
sources in order to achieve effective and effi-
cient performance (Ukkas, 2017).
Inter-Agency Communication and
Strengthening Activities

As a state-owned enterprise, Perum BULOG is
officially under the subordination of the Min-
istry of SOEs. However, in national food gov-
ernance, Perum BULOG has links to many
institutions, so communication between insti-
tutions must be carried out by Perum
BULOG. Good communication has been es-
tablished with the Ministry of SOEs and the
Ministry of Finance of Perum BULOG. The
form of communication is formal through reg-
ular official reports or informal communica-
tion. However, even though coordination has
been carried out periodically, miscommunica-
tion still often occurs, especially between Pe-
rum BULOG and the Ministry of Finance,
where communication barriers are frequent
slow payments of Government receivables to
Perum BULOG. Furthermore, to understand
communication between institutions, we will
describe the integration before and after the

existence of the National Food Agency,
which was formed on July 29, 2021, based
on Presidential Regulation Number 66 of
2021.

Inter-Agency Communication Before
the National Food Agency Existed

In national food management, Perum
BULOG also collaborates with the Ministry
of Agriculture and the Minister of Agricul-
ture as the Daily Chairman of the National
Food Council (based on Presidential Regula-
tion Number 45 of 2015). In purchasing
grain/rice from national farmers, Perum
BULOG uses the purchase price for unhulled
rice/rice, which refers to Presidential In-
struction 5/2015, while to buy unhulled
grain/rice, Perum BULOG must refer to the
Regulation of the Minister of Agriculture
Number 3 of 2017.

After the rice/grain from farmers is pur-
chased by Perum BULOG, the commodities
will be labeled as Government Rice Reserve
(GRR) and serve as a buffer stock whose ide-
al amount of rice reserves is determined by
the Ministry of Agriculture based on Presi-
dential Regulation 48/2016. As explained in
the preceding, one of the distributions of
GRR is through market operations. Regard-
ing the Regulation of the Minister of Agri-
culture 12/2017, Perum BULOG shall not
conduct such operations by itself before car-
rying out market operations. However, in-
stead, they must await further instructions
from the Minister of Agriculture. Upon re-
ceiving instructions from the Minister of Ag-
riculture, Perum BULOG can conduct mar-
ket operations by selling rice. The higher
shall not be higher than the Highest Retail
Price (HRP) set by the Minister of Agricul-
ture.

The authority within the Ministry of Agricul-
ture overlaps with that of the Ministry of
Trade. Referring to the Regulation of the

Vol. 9, No. 1, 2023: 17-38
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Minister of Trade Number 127 of 2018, the
Ministry of Trade also has the authority in
market operations. It sets HRP to determine
the selling price of GRR in market opera-
tions. The same authority between the Minis-
try of Agriculture and the Ministry of Trade
will certainly confuse Perum BULOG as the
executor of market operations (Ministry of
Trade, 2018).

In the event the GRR stock in the warehouse
of Perum BULOG or at the consumer side
market is running low, therefore based on
Government Regulation Number 13 of 2016
and Regulation of the Minister of Trade
Number 1 of 2018, Perum BULOG can im-
port with the approval of the Minister of
Trade for buffer stock or price stabilization
purposes. However, Perum BULOG and the
Ministry of Trade often need help communi-
cating regarding rice imports. Perum BULOG
considers the stock of GRR in the warehouse
of Perum BULOG to be very large and even
tends to accumulate over the years due to the
cessation of distribution of RASTRA rice to
low-income families, while the Ministry of
Trade as the authority views that the stock of
GRR in the warehouse of Perum BULOG is
insufficient to meet national food needs.

Furthermore, as mentioned earlier, the stock
of GRR in the warehouse of Perum BULOG is
also distributed to low-income families
through the RASTRA program. Based on the
General Guidelines for the RASTRA Subsidy,
the Coordinating Ministry for Human Devel-
opment and Culture is in charge of this pro-
gram. At the same time, the Ministry of So-
cial Affairs is the technical Ministry that
holds the Budget Holder Authority. As a re-
sult, hence Perum BULOG in distributing the
RASTRA program must be based on instruc-
tions from the Minister of Social Affairs. The
distribution of the RASTRA program is one
of the targets of GCF. It is also a source of
distribution of GRR rice from Perum
BULOG, causing incoherent communication

between all stakeholders (Perum BULOG,
Ministry of Finance and Ministry of BUMN
as the proponent of GCF funds, and the Min-
istry of Social Affairs and Coordinating Min-
istry of PMK as the RASTRA authority hold-
er) GCF program.

Regarding the management of GRR stored in
the warehouse of Perum BULOG, it is often
the case that the quality of GRR becomes
damaged due to prolonged storage. In order
to overcome this, the Minister of Agriculture
released Regulation of the Minister of Agri-
culture Number 38 of 2018, which governs
the release of GRR; which in the event the
GRR is stored for more than four months or
is damaged, it can be sold, processed, or do-
nated. However, for the mechanism for re-
leasing GRR, Perum BULOG cannot imme-
diately release it but must submit a letter re-
questing the release of GRR to the Minister
of Agriculture by attaching the results of the
Surveyor verification, after which the Minis-
ter of Agriculture will forward the matter to
be decided in a Limited Coordination Meet-
ing (RAKORTAS) comprising the Coordinat-
ing Minister for Economic Affairs as Meeting
Coordinator, the Minister of Agriculture, the
Minister of Trade, the Minister of Finance,
the Minister of SOEs and the President Di-
rector of Perum BULOG. The complicated
release mechanism causes the release pro-
posal to be lengthy. Communication between
Perum BULOG and the relevant ministries
has been well established. However, such
communication often needs to be improved
by the protracted decision-making on GRR
issues due to bureaucratic problems.

Furthermore, to achieve GCF objectives,
communication and coordination between
Perum BULOG and Regional Government
have also been established regarding price
stabilization on the consumer side in market
operations and distribution of RASTRA to
low-income families. However, if we look at
the land acquisition constraints that are ob-

26



THE IMPLEMENTATION OF UTILIZING GOVERNMENT CAPITAL FUNDS ...
Akhsanul Khaq, Bahrullah Akbar, Khasan Effendy, Sampara Lukman

stacles to GCF 2016, communication and in-
tegration between Perum BULOG and Re-
gional Government should be able to be re-
solved by applying for Regional Government
land for at least 30 years based on Govern-
ment Regulation Number 27 of 2014 con-
cerning Management of State/Regional As-
sets. This will become an essential and more
efficient breakthrough to achieve the goals of
the 2016 GCF. The integration of Perum
BULOG and the Regional Government will
also be more optimal in achieving the 2015
GCF goal, particularly Regulation Number 17
of 2015, which has yet to be met in the re-
gions (Kurnia et al., 2020). The optimal utili-
zation of GCF funds cannot be separated
from the many links between Perum BULOG
and other institutions in the context of na-
tional food security. Therefore the above ex-
planation can be summarized in Appendix
1regarding food governance before estab-
lishing the National Food Agency on July 29,
2021.

Integration After the National Food
Agency Existed

The fat bureaucracy finally compelled the
government to revise national food govern-
ance by establishing the National Food Agen-
cy on July 29, 2021, based on Presidential
Regulation Number 66 of 2021. The National
Food Agency, in its authority, took over the
authority that the Ministry of Trade assumed
in formulating and determining policies to
stabilize prices and national food distribu-
tion. In addition, the authority of the Minis-
try of Agriculture was also taken over by the

Table 5. Distribution of BULOG's Rice Distribution

National Food Agency regarding the formu-
lation of the government's purchase price
and the number of national food reserves.
Finally, the National Food Agency also took
over the authority of the Minister of SOEs to
assign Perum BULOG in terms of national
food policy.

Such policy transformed and streamlined
food governance. However, strengthening
food institutions is our responsibility, con-
sidering that the National Food Agency has
not yet taken over the distribution of the
RASTRA program, which is still under the
Ministry of Social Affairs and the Coordinat-
ing Ministry for Human Development and
Culture. This transfer of authority is essen-
tial, considering that the portion of the dis-
tribution of the RASTRA program reached
90% annually before the program was re-
voked in 2018 (see Table 5). The absence of
the RASTRA program has made it difficult
for Perum BULOG to purchase rice/unhulled
rice from farmers because the Government
requires Perum BULOG to purchase rice/
unhulled rice. At the same time, there are no
rice distribution posts due to the abolition of
the RASTRA program. Although the Nation-
al Food Agency is still in the consolidation
process and has yet to operate effectively, it
provides hope for better national food gov-
ernance. National food governance can be
summarized in Appendix 2.

Characteristics of Policy Implement-
ers

Perum BULOG has a structure that outlines

Description 2018 % 2017 % 2016 % 2015 %

PSO Distribution (Tons) 1.860.27 100.00 2.716.91 100.00 3.212.80  100.00 3.554.88  100.00

- RASTRA Program 1.207.27 64.90 2.542.40 93.58 2.782.33 86.60 3.202.02 90.07

- Budget Group 101.36 5.45 102.68 3.78 110.12 3.43 91.57 2.58

- GRR 551.64 29.65 71.82 2.64 311.55 9.70 249.70 7.02

- Etc 0 0.00 0 0.00 8.81 0.27 11.59 0.33
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precise tasks and functions for each section
concerning the characteristics of the organi-
zational structure. In connection with the
implementation of the GCF, which could not
be carried out because the study's results dif-
fered from the factual conditions, as we have
previously stated, this needs to be minimized
if Perum BULOG has an Internal Research
Division. In addition, with the Internal Re-
search Division, there is no roadmap for us-
ing GCF funds as indicated by BPK's audit
results Number 46A/Auditama VII/
PDTT/11/2016, which the company's Inter-
nal Research Division can carry out.

In the context of company characteristics in
the form of company norms, Perum BULOG
has implemented Good Corporate Govern-
ance, one of which is by making a Public Of-
ficial Wealth Report (Laporan Hasil
Kekayaan Penyelenggara Negara, LHKPN)
for all companies. LHKPN reporting is man-
datory, and officials who do not report it will
be imposed with a sanction that denies them
their office allowance.

The understanding of GCF policies still
needs to be fully understood by officials.
There are different interpretations of the
2015 GCF objectives, namely the efficiency of
bank interest of IDR 300 billion/year based
on an audit from the Public Accounting Firm
of Kosasih, Nurdiyaman, Tjahyo, and Part-
ners on 26 February 2018 related to the utili-
zation of GCF funds to cover the working

29.178

27.961 29.133

28.692

27.337

2011 2012 2014 2015 2017

capital debt of Perum BULOG in the Bank.
The follow-up to these findings has been
completed by returning the GCF funds used
to cover the working capital debt to a sepa-
rate GCF account. Furthermore, the under-
standing of GCF needs to be socialized to the
regions, as Perum BULOG acknowledges. An
inadequate understanding of each region will
make it more difficult for Perum BULOG to
achieve GCF goals. Concerning the policy
response, Perum BULOG officials' response
in GCF is very positive. This is understanda-
ble considering the finances of Perum
BULOG, which are encumbered by working
capital to purchase grain/rice from national
farmers.

Social, Economic and Political Condi-
tions

The implementation of GCF Funds utiliza-
tion can be very strategic, considering that
the ultimate goal of GCF is for national food
sovereignty. The social conditions of Indone-
sian people have a high preference for con-
suming rice, with national rice consumption
reaching 29,1 million tons per year in 2017,
as seen in Figure 4. This high preference is
because rice reflects high social status and is
imaged as a good source of nutrition with a
delicious taste and is easier and faster to
serve (Martianto & Ariani in BPS, 2018).
While from an economic point of view, Indo-
nesia's economic growth is stable at around
5% annually for the 2014-2019 period. How-

5.07%

4.88% 5.02%

5.01% 5.03%  5.17%

2014 2015 2016 2017 2018 2019 &20
-2.07%

Figure 4. National Rice Consumption and Economic Growth National

Source: BPS (2020)
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ever, in 2020, Indonesia's economic growth
was -2,07% due to the impact of covid-19
(Oeliestina, 2021; Wuryandani, 2020). Minus
economic growth due to COVID-19 has made
the distribution of RASTRA to the poor rele-
vant and needed.

Meanwhile, in the political context, the sup-
port for providing GCF is a form of the Gov-
ernment's political support to actualize food
sovereignty which is a national priority agen-
da as stated in the 2015-2019 National Medi-
um Term Development Plan (Rencana Pem-
bangunan Jangka Menengah Nasional,
RPJMN), which is a derivative of the Presi-
dential Regulation Number 2 of 2015. Politi-
cal support from the House of Representa-
tives (Dewan Perwakilan Rakyat, DPR) is al-
so evident. DPR wants Perum BULOG's be-
come national buffer stock and urges the
Ministry of Finance to pay Perum BULOG's
outstanding receivables immediately.

The Obstacles to Implementation of
GCF Fund Utilization

Policy planning less comprehensive and in-
consistent

Based on the Joint Study of 2015, the pur-
pose of the 2015 GCF is to purchase grain/
rice from national farmers. The assumptions
built in the policy planning in the Joint Study
of 2015, Perum BULOG are expected to ro-
tate their inventory three times a year, name-
ly 1,47 million tons per year. This figure of
1,47 million tons per year is the target for
GCF of 2015, as described above. However,
based on the BPK Audit Report (BPK, 2016),
the realization for purchasing grain/rice only
reached 344.050 tons or did not reach three
times the expected turnover. Based on the
annual report of Perum BULOG in 2013, in-
ventory turnover only happened 1,86 times,
while in 2014, inventory turnover occurred
2,08 times. For this reason, GCF's target of
wanting an inventory turnover of three times
per year or 1,47 million tons per year be-

comes excessive.

Policy inconsistency can be seen from the
2015 GCF target setting to distribute the RAS-
TRA program to the poor at 2,784,000 tons
annually. Meanwhile, the Government has
stopped the RASTRA program policy, and ter-
mination of the RASTRA program policy by
itself will disrupt the achievement of GCF tar-
gets. Other less comprehensive policies can
also be seen from GCF 2016, whose contents
are irrelevant to factual conditions. Such as (1)
having to move the location of the Modern
Rice Milling Plant, which is too close to resi-
dential areas, (2) there being a difference in
the calculation between the results of the joint
study and the feasibility study, (3) errors in
determining the location of the soybean ware-
house development that is not in the produc-
tion center area, (4) changes in the allocation
of GCF funds such as adding commodity
warehouses for rice, corn, and soybeans.

Difficulties in land acquisition and obtaining
environmental license

In GCF 2016, the budgeted funds of IDR 2
trillion could only be used as much as IDR
12,3 billion or less than 1% in two years (until
the end of December 2018) due to the difficul-
ty of land acquisition. The difficulty of land
acquisition can be solved by establishing good
communication between Perum BULOG and
Regional Government regarding land use ac-
cording to Government Regulation 27 of 2014.
It is possible, considering local governments
are also interested in maintaining food securi-
ty in their regions according to the instruc-
tions specified in Government Regulation 17
of 2015 (Venkatesh et al., 2012).

In addition, in building post-harvest infra-
structure as the goal of GCF 2016, Perum
BULOG is also bound by development regula-
tions in Indonesia which require obtaining an
Environmental License before construction.
The processing of this permit takes up to four
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months, and the slow bureaucracy of obtain-
ing permits has undoubtedly hampered the
absorption of the 2016 GCF funds.

Lack of GCF Funds and confusion of
BULOG's business model

Based on the Joint Study of 2015, the work-
ing capital requirement of Perum BULOG to
buy grain/rice from national farmers is IDR
21 trillion. From this capital requirement, the
funds covered by the government in the form
of GCF are IDR 3 trillion, and the remaining
(IDR 18 trillion) must be covered by commer-
cial banks. The use of bank funds causes the
finances of Perum BULOG to be weighed
down. In 2015 the bank interest to be paid
was IDR 1.074 trillion and continued to in-
crease yearly.

The imposition of bank interest due to the
PSO or the necessity to buy rice/grain from
national farmers needs to be clarified in Pe-
rum BULOG's business model. In the case of
PSO in the government's interest, these funds
should apply and not use bank money, or
even if they must apply for bank money, ac-
cording to Law Number 19 of 2003, this bank
interest should be charged to the go-
vernment.

Discontinuation of the RASTRA Program

PSO in the form of the obligation to buy rice/
grain from national farmers differs from the
existence of a distribution source of the
grain/rice. The policy of the Coordinating
Ministry for Human Development and Cul-
ture and the Ministry of Social Affairs as a
technical ministry in terminating the RAS-
TRA Program for low-income families result-
ed in a slow turnover of Perum BULOG’s
stock, bearing in mind that this program held
an average of 90% of the total distribution of
rice (see table 5). The length of stock rotation
also results in a higher potential for the dam-
aged stock. This condition was also exacer-
bated by the purchase of rice/grain using

bank money; as a result, Perum BULOG had
to bear higher interest rates due to the slow
rotation of the stock.

The confusion of the business model is also
seen where bank interest must be paid for
slow stock turnover. However, the stock
turnover cannot be used by Perum BULOG,
bearing in mind that the stock belongs to the
government. This means that the stock in the
warehouse of Perum BULOG cannot be
transferred without the government's per-
mission. The existing management function
of the government makes the shelf life of
stocks extensive, even approaching four
years. The extended shelf life makes the
damaged grain/rice stock in Perum BULOG
very large. In order to release it, Perum
BULOG must first send a letter to the Minis-
try of Agriculture attaching the results of the
Surveyor's analysis. The Ministry of Agricul-
ture will schedule a Limited Coordination
Meeting (RAKORTAS) led by the Coordinat-
ing Minister of Economic Affairs, with mem-
bers of RAKORTAS comprising the Minister
of Agriculture, the Minister of Trade, the
Minister of Finance, the President Director
of Perum BULOG. In practice, the decision
to release damaged stock at RAKORTAS can
only be decided after some time. However, it
must seek an opinion again from the Devel-
opment Finance and Supervision Agency.
The decision to release the damaged stock
due to poor food management took a very
long time and even exacerbated the condi-
tion of the damaged stock.

This poor food governance is also observed
in the distribution of stock for Market Oper-
ations, where the authority of Market Opera-
tions overlaps in two Ministries, namely the
Ministry of Agriculture and the Ministry of
Trade. Determining the Highest Retail Price
(HRP) set by these two ministries to sell rice
during market operations will also confuse
Perum BULOG in determining which HRP to
use.
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In maintaining food stability as the GCF's
target, Perum BULOG is also authorized to
import or export when the stock at Perum
BULOG accumulates or runs low. As men-
tioned, this authority rests with the Ministry
of Trade. Perum BULOG and the Ministry of
Trade often have different opinions concern-
ing the necessity of imports under certain
conditions. Perum BULOG stated that food
stocks were adequate for an extended period,
whereas the Ministry of Trade stated other-
wise. Such disagreement occurred because
the ideal parameter regarding the amount of
stock in the warehouse of Perum BULOG has
never been established. Unfortunately, the
Ministry of Agriculture should establish such
an ideal parameter based on Presidential
Regulation Number 48 of 2016 rather than
by the Ministry of Trade or BULOG Perum.

Policy Implementation Model for the
Utilization of GCF at Perum BULOG

As mentioned earlier, one of the obstacles to
implementation is poor national food gov-
ernance and excessive bureaucracy. Howev-
er, on July 29, 2021, the government, based
on Presidential Regulation Number 66 of
2021, formed the National Food Agency and
changed the national food governance struc-
ture. The National Food Agency takes over
the authority and powers of the three Minis-
tries.

The establishment of the National Food
Agency has not entirely resolved the com-
plexities of the food management bureaucra-
cy, where the National Food Agency has not
taken over the RASTRA program for low-
income families. This takeover is significant,
considering that the share of Perum
BULOG's stock distribution is 90%. The
RASTRA program must remain in place to
ensure distribution, bearing in mind that the
absence of a distribution source disrupts Pe-
rum BULOG's effort to maintain price stabil-

ity on the producer side due to slow stock
rotation. The instability or even the reluc-
tance of Perum BULOG to buy rice/grain
from farmers causes farmers' bargaining po-
sition to become weak in front of traders. For
this matter, we propose that the National
Food Agency also strengthen its authority by
taking over the role of the Coordinating Min-
istry for Human Development and Culture
and the Ministry of Social Affairs to deliver
the RASTRA program for low-income fami-
lies. We also propose that the authority of
the National Food Agency be strengthened
and improve facilities and infrastructure for
farmers, specifically for rice/grain, to super-
vise farmers to produce the quality of grain/
rice.

The strengthening of the authority of the Na-
tional Food Agency can be seen in Appendix
3. The presence of the National Food Agency
and the reinforcement of its authority is a
new synthesis in responding to poor national
food governance. Thus, we propose an insti-
tutional strengthening of the National Food
Agency as the Sole Authority for Food Public
Policy that supports Perum BULOG as a
Food Policy Implementor as a model devel-
opment for effectively utilizing GCF funds
in Appendix 4.

CONCLUSION

From this study, the implementation of GCF
at Perum BULOG has not been optimal
against the set targets due to Perum
BULOG's need for more institutional author-
ity to carry out policies. Therefore, it is nec-
essary to strengthen institutions to manage
national food sovereignty, with the National
Food Agency as the sole authority in the food
sector at the ministerial level and Perum
BULOG as the policy implementer. Institu-
tional strengthening can make policies more
integrated so that they can be easily imple-
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mented in the PMN in the food security
framework.

Therefore, the obstacles to the implementa-
tion of this GCF are (1) policy planning is not
comprehensive and inconsistent, (2) diffi-
culty in acquiring land and obtaining an en-
vironmental license, (3) lack of GCF funds
compared to the total working capital re-
quired and confusion in the BULOG busi-
ness model, (4) termination of the RASTRA
Program for low-income families and poor
governance of food security. Furthermore,
the development of a model for the effective
utilization of GCF funds is strengthening the
authority of the National Food Agency as the
sole authority for a food policy that supports
Perum BULOG as the food policy imple-
mentor.

Based on the preceding, the authors provide
recommendations to elevate  Perum
BULOG's status as an institution to the sta-
tus of a ministry-level institution. In addi-
tion, it is best if the pattern of relations with
the National Food Agency is strengthened
for even better food policy governance, such
as the formulation and determination of
food infrastructure, food stability, and ex-
port and import policies so that the manage-
ment of national food reserves can be car-
ried out in an integrated and comprehensive
manner.
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Appendix 2. Food Governance After the National Food Agency Existed
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Appendix 3. The National Food Agency as the Sole Authority for Food Policy that Supports Perum BULOG as
the Implementor of Food Policy
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Appendix 4. Model Development for the Implementation of Effective Utilization of GCF Funds
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