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Abstract

In spite of its stated objectives in agriculture towards self-sufficiency drive ever since becoming independent,
Indonesia remains reliant to importing rice for domestic needs. As the international rice market becoming more
volatile in recent years, it is imperative to fundamentally analyse the dynamics between trade policies and
domestic market equilibrium. By employing a qualitative-descriptive approach, this study aims to provide a
specific picture of the situation, phenomenon, or social symptoms of the role of government rice importation in
domestic rice market activities, including price transmission and community production. We find that the
increase of import in times of high prices are not necessarily reflected on consumer prices, instead they tend to
depresses prices on_farmers level. Price movements correlate more strongly with a surge in supply during harvest
periods. Through the findings, we suggest reassessment of trade policies, farmer-oriented policies, logistical
infrastructures, and support mechanisms for domestic production and import management.
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INTRODUCTION

In the last decades, concerns have been raised
regarding the challenges of realising a world
with zero hunger as part of the sustainable
development goal 2030. The plan to eradicate
undernourishment and hunger is still far from
achieving, with nearly 670 million people
estimated to remain undernourished in 2030
(FAO, 2022). However, greater urgencies have
arisen recently, especially with the increasing
threat from climate change and its detrimental
effects on global food security. Unpredictable
weather events and disruptions to global food
supply chains have affected the production and
distribution of food worldwide, especially for
the most vulnerable people (Mbow et al., 2019;
Sutton & Weng, 2019). As challenges mount,
the policy mix to sustain rice and the wider
agriculture production would remain at the
forefront of public debate in ensuring social and
economic stability of nation across the globe,
including Indonesia.

One of the commodities of paramount
importance, which cannot be understated,
particularly in Asia, is rice. More than 3 billion
people, with a significant share of those living
in low-to-middle-income countries, are relying
on rice as their staples (Goli et al., 2023;
Fukugawa & Ziska, 2019). Indonesia is one of
the largest consumers of rice in the world. On
average, it consumed and produced at least 30
million tonnes of rice ranking fourth globally on
both measures (USDA, 2023). The significance
of rice as a main staple commodity cannot be
understated. Rice has been at the forefront of
Indonesia’s agricultural policies. The discourse
surrounding rice and the wider agriculture
policy remain its pivotal role in the nation's
survival remains the primary narrative for
agriculture and economic policy (Nicholson,
2018).

The Indonesian government itself already has
guidelines and visions for achieving food
security accompanied by various policy
instruments. According to Law 18/2012 on
Food, food security is a condition of food
fulfilment for the state up to individuals, which
is reflected in the availability of sufficient food,
both in quantity and quality, safe, diverse,
nutritious, equitable, and affordable and does
not conflict with religion, beliefs, and culture of
the community, to be able to live healthy,
active, and productive lives sustainably. Then,
this latest food reference regulation talks about

resilience and clarifies the realisation of food
sovereignty, independence, and security. The
focus and the implementation of government
interventions are further encapsulated on
various ministrial regulations, such as the NFA
Regulations No. 7/2023 on Reference Prices
for Rice, Ministry of Trade Regulation
No.1/2018 on the Provisions for the Impor and
Export of Rice, NFA Regulations No. 15/2022
on Stabilisations for the Supply and Prices of
Rice, Maize, and Soybeans, and NFA
Regulations No. 6/2023 on Government’s
Procurement Price for Rice, and other
regulations.

Indonesia is positioned as a net rice importer
combined with strict approach through
handling the rice trade, government rice stock,
and public procurement policies. In 2022 alone,
Indonesia imported a total of 429 thousand
tonnes of rice (Trademap, 2023). BULOG, a
semi-commercial body of the government is
tasked primarily to deal with matters relating to
government’s role in rice trade. Its main tasks
are to ensure price stability and the sufficiency
of rice stocks for domestic consumption
through domestic procurements and/or import
(FAO, 2018). In 2021, a new body was formed
to centralise authorities regulating Indonesia’s
food policy, the National Food Agency
(NFA/Bapanas). It amalgamates the
previously dispersed authorities in various
ministries and agencies. These include but not
limited to the the authority to determine rice
import quota, domestic reference prices, and
BULOG's intervention price band
(Government of Indonesia, 2021). For BULOG
in particular, its role are tightly controlled
under the provisions for rice procurement price
(HPP) and import mandate, both of which are
now placed under the NFA.

Only a few major rice-producing countries can
be counted as net exporters: India, Thailand,
Vietnam, Pakistan, and the United States
(Savage, Singh, Parkin, & Adeoyem 2023).
Rice trade is more concentrated and amounted
to only 10 percent of agricultural commodities
exported in 2018 compared to maise and wheat
at 36% and 40%, respectively (FAO, 2020). The
number of rice traded only represents less than
10 percent of rice produced globally, or as
Timmer (2010) argues, it is consumed where it
is produced (Mohanty, 2015). Despite the
growing openness of world economies, rice,
along with many other staple commodities, is
still tightly controlled by the governments,
often resorting to restrictions on imports and
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exports when domestic conditions necessitate
so, inadvertently illustrating the fragile nature
of international rice production and trade.
Trade of food commodities, in general, has
always been mired with beggar-thy-neighbour
policies in response to domestic or even
international factors, stemming from natural
disasters and geopolitical conflicts which affect
access to foods globally (Anderson & Neglen,
2012). Global food prices, especially for rice,
have stabilised since the late 1990s as
production peaked and population growth
slowed, stabilising the international rice
market. International markets, therefore,
became a reliable source of stability for
importers and exporters alike as they became
more integrated (Dawe, 2002; Chen &
Saghaian, 2016).

Large-scale disruption during the 2000s food
crisis and the COVID-19 pandemic precipitated
large rice producers such as India to turn to
protectionist measures by restricting rice
exports, limiting global food supply and
causing disruptions to global food trade
(Jadhav, 2022). Protectionist turns and the
unwillingness of the governments to liberalise
the markets during disruptions compounded
the effects of supply shocks strongly correlated
with rapid and significant increases in price
(figure 1). It is noted that while weather events
and structural changes in demands caused price
shocks for wheat and maise, respectively, in the
late 2000s, government responses further
inflamed rice markets and induced
unprecedented price rises (The Economist,
2015).
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Figure 1. Global Price of Rice Index,
Thailand (1990 = 100)
Source: International Monetary Fund Primary
Commodity Prices. 2023

Discussions regarding the international rice
market are crucial in understanding the state of
Indonesia’s rice market. Rice import remains

one of the main policy options threaded by the
government each year in response to high
domestic prices. In the recent 2023 year, import
of rice amounted to record high of more than 3
million tonnes. An increase of more than 600%
from the previous year (Nugroho, 2024). The
need to import a substantial amount of rice to
meet domestic demand comes as the
international price for rice were on increasing
trend, relative to the decline in wheat and maize
which stabilised (World Bank, 2023).The mid-
2023 decision by Indian government to restrict
the export of broken rice, which is cheap and
widely consumed globally, further added to the
pressures on the already tight rice market,
contributing to price increases in the latter half
of the year (The Economist, 2023).

The government's repeated efforts to import
rice and the current state of the international
market reflect the country's fragility in food
affairs. Indonesia must depend on other
countries to meet its domestic needs amid many
countries' tightening restrictions on rice
exports. In addition, imports sometimes
become polemic so far as they often fail to
address the imbalances and prevent
fluctuations. Therefore, this study examines the
role of rice imports in the rice price mechanism
in the domestic market. We aim to investigate
how import affects consumers level prices,
producer level prices, and domestic rice
production. The hope is that this study can
contribute to the addition of literature
discussing the relevance of imports as a country
policy and its role in national rice production
and prices. For this reason, a comprehensive
review and reassessment of Indonesia’s public
policy regarding the rice trade and its associated
costs and benefits should prove beneficial to a
better understanding of rice market dynamics.

This study contributes to the literature in three
ways. First, it provides a structured descriptive
assessment of how rice imports, domestic
production, and price transmission interact in
Indonesia during recent episodes of heightened
volatility. Second, unlike many existing studies
that focus solely on consumer prices or
aggregate welfare, this paper explicitly
contrasts producer-level (GKP) and consumer-
level price responses, highlighting
distributional asymmetries. Third, by situating
Indonesia’s experience within the broader
international rice trade context, the study offers
policy-relevant insights on the limits of import-
based stabilization strategies in structurally
fragile food systems.
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LITERATURE REVIEW

Government Interventions, Trade Measures,
and the Agriculture Market

Governments worldwide have, to a certain
extent, exercised their rights in managing the
flow of goods and services through their border.
Trade interventions can be through restrictions,
tariffs, quotas, or government subsidies
(Krugman, Obstfeld, & Melitz, 2018). The
various measures offer a diverse mechanism for
delivering the expected benefits and costs
market players bear in achieving policy goals.
In times of rising prices, the government tends
to subsidise imports. This lowers domestic
prices for consumers and reduces producers'
welfare. Meanwhile, when prices are low,
tariffs or equivalent measures are implemented
to ensure that domestic prices are high and
producers are protected, thereby lowering the
demand at the international level (Anderson &
Nielgen, 2012; Krugman, Obstfeld, & Melitz,
2018). The mechanisms of export subsidies (A)
and import tariff (B) and their effects on world
market equilibrium are illustrated in figure 2:

P (Price Domestic Afier Tariff)

_______ P3 (World Price Before Tariff)

P2 {Price Exparter Afler Tariff)

Figure 2. International Market and Trade
Instruments of Export Subsidies (A) and
Import Tariffs (B)

Sources: Krugman, Obstfeld, and Melistz
(2018) (Modified)

Agriculture trade is among the most restrictive
compared to other types of goods. At the global
level, the average MFN tariffs are almost 20%
for non-preferential access (UNCTAD, 2023).
That is not considering that agrifood products
fall under the broadest coverage for non-tariff
measures (NTMs), with at least 80% of
imported goods covered, especially in
developed countries (UNCTAD & World
Bank, 2018). On both global and regional trade
agreements, food commodities are often

included in the sensitive lists with different
(higher) rates of tariffs applied. In the ASEAN
Free Trade Area (AFTA) agreement, for
instance, the implementation of Common
Effective Preferential Tariffs (CEPT) relating to
unprocessed agriculture commodities,
especially rice, are delayed compared to other
goods under inclusion lists
(Feridhanusetyawan, 2005). The WTO
exempted agriculture products through tariff
quota provisions, which allowed for applying a
higher tariff rate after a certain amount of
import quotas, known as the out-of-quota tariff
rate. Japan has one of the highest out-of-quota
tariffs at USD 3 per Kg in 2020 (OECD,
2020)—a tariff that is more than 300% higher
than the average prices for the period.!

The prevalence of trade protectionist measures
primarily stems from the distrust of the
international market as a source of stability
(Warr & Kohpaiboon, 2009). Trade measures
do not solve the imbalances in the domestic or
international market. It worsened everyone's
condition as government interventions led to
increased volatility in times of shortage
(Clarette, 2012; Martin & Anderson, 2011).
Martin and Anderson (2011) specifically find
that market insulation measures (i.e., export
restrictions and imports during the 2008 rice
price crisis) can be attributed as the driver for
roughly 45% increases in price at the time. The
deficit countries could not utilise stocks from
the international market to stabilise domestic
prices, and the collective self-interest through
subsidies and export restrictions served as a
classic example of coordination problems. The
predicament is not an isolated cases, as similar
cases had been empirically documented in
some other countries (Go6tz, Glauben, &
Brimmer, 2013; Shama, 2011; Fellman,
Helaine, & Nekhay, 2014)

In essence, trade barriers cause imbalances
through their impacts on price. For the rice
market in particular, despite its relative size,
Chen and Saghaian (2016) find that the
international rice market is relatively
competitive. They expanded the framework
further by applying threshold VECM to
account for transaction prices between
international and domestic prices. The findings
confirmed the price competition between
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significant rice exporters and high-price
transmissions, showing high integration
between producers. However, Jamora and
Cramon-Taubadell (2016) showed that price
transmission slowed as transaction costs
increased after the peak 2007/2008 period for
international prices. The increased
interventions contributed to lowered volatility
and expenses among the countries examined.

In contrast to developing countries, relatively
wealthier countries tend to be more
protectionist through subsidies to maintain the
competitiveness and support of their agriculture
sector (Anderson, 2009). Among the most
prominent beneficiaries are farmers in the EU
through their Common Agricultural Protection
Scheme, which channelled funds to subsidise
the export of excess production and to maintain
EU-wide commitment to pre-determined prices
in member countries (Peters, 2006; Koo &
Kennedy, 2006). While it benefits those
needing cheap imported foods, the measures
depress international prices and are, in effect,
uncompetitive behaviour (Bhagwati, 2004;
Hoakman & Messerlin, 2006).

Export subsidies from wealthy agricultural
countries reduce opportunities for small
producers to compete in their home market
and, by extension, damage developing
countries' agriculture sector. They are forced to
compete at a highly competitive price, leading
to dependence on cheaper foreign products
(European  Union, 2019). Despite the
drawbacks of an open and liberalised
agriculture market, developing countries are
more concerned with the possibilities of unrest,
especially among those dependent on
agriculture and vulnerable to food insecurity
(Johnstone & Majo, 2011; Wischnath &
Buhaugh, 2014). Criticisms led to its gradual
phasing out by 2015 (Strubenhoff, 2016).

One consideration in choosing between policy
goals of market intervention is to examine the
distributional effects. To whom do the
additional rents accrue, and how are the losers
(i.e., consumers) compensated. Raising
domestic prices of food commodities means
that the producers obtain a larger share of rent
to the detriment of consumers and vice versa
(Krugman, Obstfeld, & Melitz, 2018; Anderson
& Nelgen, 2012). Chen, McCarl, and Chang
(2006) explored the removal of price distortion
mechanisms in the rice market and estimated
positive net gain, with importing countries
benefiting the most per capita. Tanaka and

Hosoe (2011) find minimum negative impacts
on the domestic rice market in Japan following
liberalisations through a reduction in import
tariffs. The benefits include increased
consumption due to lowered prices and
increased welfare from opening a foreign
market for domestic surplus. On aggregate,
Beckman (2021) estimated that a full tariff
liberalisation could lead to a gain of roughly 2%
of agriculture value for consumers. The impact,
however, will not be equal for all countries.
Some major exporting countries, such as the
EU and Brazil, are to benefit the most.

Indonesia's Trade and Agriculture Policies
Policies supporting rice and agriculture
production remain the focus of successive
administrations. Since the advent of the
independence era, rice policy has been a
contentious balancing act between meeting
domestic  consumption—affordability—and
guaranteeing the welfare of farmers, who form
a sizable share of the population.

In his 2014 campaign, the question of rice
import became one of the campaign promises
of Indonesian then-presidential hopeful Joko
Widodo  (Anisah, 2023). During his
administration, a sizable share government
spending were poured into supporting rice
farmers through input subsidy and other
measures of budgetary support (OECD, 2022).
The authority and responsibility of BULOG
have also been expanded as liberalising
measures were rolled back in the mid-2000s
after the end of IMF commitments, with rice
among the first commodities to be heavily
regulated (Basri & Patunru, 2012). The relative
success of government stabilisation policies
during the New Order era left a legacy for the
current administration to follow. The self-
sufficiency drive which was achieved in 1985
required extensive support from the
governments through massive infrastructure
spending, input subsidies, government
procurements and stockholding through
BULOG and was coupled with the
introduction of new high-yielding varieties
HYV), which drastically improved
productivity (Timmer, 2002).

While domestic market insulation prevented
the steep increase in prices and managed
domestic volatility, it is paid in the form of
higher domestic rice prices relative to the
international market (Warr & Yusuf, 2013).
Even for Indonesia, despite its stubbornly high
prices, domestic appetite for rice imports
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remained low. For most of the population,
long-term reliance on imports to fulfil domestic
demand is a source of dependency, the opposite
of the self-sufficiency concept espoused as the
primary goal of food and agriculture policy
(Neilson, 2018). The prices, however, picture a
different reality. Despite its protectionist
rhetoric and public disapproval, rice is
imported in large quantities, and Indonesia’s
rice prices remained higher than the
international average, especially compared to
previous decades (Basri & Patunru, 2012;
Mark, 2015; Dawe & Timmer, 2012). The need
to ensure access to food resonates more
strongly, considering that Indonesia has one of
the highest rates of stunting and
malnourishment, which correlates with food
affordability, especially for those on the bottom
half of income distribution (Arif et al., 2020).
An increase in rice prices would inadvertently
lead to increases in poverty as the poor
(including many farmers) consume more rice
than they produce (Hill, 2008; Yusuf &
Sumner, 2015; World Bank, 2006; World Bank,
2007).

Taken together, the literature suggests that the
effectiveness of rice imports as a price
stabilization tool depends not only on trade
volumes but also on timing, market structure,
and domestic supply cycles. In thin and
politically managed markets such as rice,
imports may dampen price volatility at the
consumer level while simultaneously
transmitting negative shocks to producers,
particularly during harvest periods. This
asymmetric transmission reflects both policy-
induced market insulation and structural
weaknesses in storage, logistics, and farmer
bargaining power. These insights provide the
analytical lens through which Indonesia’s
recent experience is examined in the following
sections.

RESEARCH METHOD

This study adopts a qualitative-descriptive
approach to analyze the role of rice imports and
domestic production in shaping rice price
dynamics in Indonesia. The use of this
approach is motivated by the structural
characteristics of the Indonesian rice market,
which is heavily influenced by government
interventions, timing of imports, and
institutional discretion. These factors create
complex dynamics that are not always
adequately captured by standard econometric
models. Therefore, a qualitative-descriptive

framework is employed to identify patterns,
price transmission behavior, and the interaction
between policy actions and market outcomes.

Then, seen from the benefits, this research is
genuine since the results are used for the help of
science alone, are considered material for the
government, and do not have direct
implications for solving a problem for those
affected by the policy. Meanwhile, based on the
time dimension, this study is classified as cross-
sectional because the study was carried out in a
certain period and only once took an approach
to social phenomena that occurred in that one
time period (Raimundo et al., 2018).

Data collection techniques in this study use
qualitative methods in the form of literature
studies, documentation, and literature studies.
The literature study seeks secondary data from
various sources, especially peer-reviewed
publications, electronic databases (internet),
and relevant analyses related to the research
object, such as Indonesian Statistics,
Trademap, and IMF.

While this study does not employ econometric
estimation, the descriptive approach is
intentionally chosen to uncover stylized facts
and policy-relevant patterns that are often
overlooked in reduced-form models. In
particular, this approach enables the
identification of temporal dynamics, such as
price movements during harvest periods and
the timing of import policies. Given the strong
role of administrative interventions in
Indonesia’s rice market, descriptive analysis
provides a suitable first-order assessment of
how policy actions align with market
outcomes. This approach is consistent with
policy-oriented studies in food economics that
emphasize narrative and pattern-based analysis
(Raimundo et al., 2018).

RESULTS AND DISCUSSION

1.1. Domestic Production and Price
Changes

Regarding domestic paddy production, the
increase in output directly indicates the
transmission of significant market price
declines that coincide. It can be seen from
Figure 3 that during every harvest period, the
price trend of GKP (millers or unhusked rice)
and medium prices decreases. What is noted is
that the decline in GKP price will be much
more profound than in a relatively stable
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medium. The chart shows the percentage
changes of the medium and GKP price
overtime on the left axis, while the amount of
domestic paddy production (kg) is on the right
axis. This chart helps us to understand the
domestic production trend parallel to the
consumer price change.

% changes

4%

-6%

-8%

GKP price

-10%
. ._month
e— medium rice price

domestic paddy production (billion kg)

Figure 3. Total domestic paddy production
(kg) and market price rice changes (%), 2020
—2023
Source: BPS-Indonesian Statistics, 2023

This shows the trends between domestic
production and price transitions. Increasing
production will quickly decrease the price while
decreasing production will trigger the price
increase directly. This aligns with a study
(Fitrawaty et al., 2023), which revealed that a
regular rise in rice production decreases rice
prices. However, that study only mentioned
that the increase would likely be in the long run,
while we can also clearly see that it also showed
in the shorter run, more likely similar to
(Ruspayandi et al., 2022; Setiawati et al., 2018)
study.

The intricate relationship between domestic
rice production and price changes in Indonesia
unfolds through agricultural, economic, and
policy dynamics. One of the central factors
influencing this correlation is the principle of
supply and demand. Domestic rice production,
as the country's primary source of rice supply,
plays a pivotal role in shaping market
dynamics. Fluctuations in production levels
can directly impact the overall availability of
rice in the domestic market. In periods of robust
production, where the supply surpasses
demand, there is a tendency for downward

pressure on rice prices. Conversely, a decline in
domestic production, leading to a reduction in
supply, may contribute to upward pressure on
prices.

However, the correlation is not solely
determined by production levels. External
factors such as weather conditions, human
capital, labour wages, technological
advancements, and agricultural policies also
exert influence. Unfavourable weather
patterns, for example, can adversely affect crop
yields, leading to decreased production and
potential price increases (Bashir & Yuliana,
2019; Candradijaya, 2014; Ikhwali et al., 2022).
Conversely, adopting advanced agricultural
technologies and supportive government
policies can enhance productivity, increase
production, and stabilise prices (Adam et al.,
2021).

Government intervention through policies such
as subsidies, price controls, and strategic
reserves further shapes the correlation between
domestic production and price changes.
Subsidies and support programs can mitigate
the impact of production fluctuations on prices
by stabilising farmers' income and ensuring a
consistent rice supply (Gupta & Huang, 1998;
Setiawan et al., 2021). On the other hand, price
controls and strategic reserves can be employed
to manage market price volatility, particularly
during production shortfall periods.

The sharper decline in GKP prices relative to
consumer prices suggests that domestic supply
shocks are absorbed disproportionately by
farmers rather than consumers. This pattern
indicates incomplete price transmission
downstream, likely reflecting rigidities in retail
pricing, market power within distribution
chains, and the role of government reference
prices. As a result, production surges intended
to improve food security may paradoxically
weaken farmer incentives.

1.2. Rice Import and Price Changes

Rice imports have significantly reduced market
price fluctuations through additional supply.
This can be seen in Figure 4, which shows that
the increase in rice imports is followed by a
downward trend in rice prices at the milling
level and medium price. This price
transmission is relatively reasonable, where an
increase in imports occurs when consumer
prices increase and will be followed by a price
decline months later. The chart shows the
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percentage changes of the medium and GKP
price over time on the left axis, while the
amount of rice imported (kg) is on the right
axis. This chart shows the pattern of rice
imports parallel with the consumer price
change over time.
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Figure 4. Total rice import (kg) and market
price changes (%), 2019 — 2023
Source: BPS- Indonesian Statistics, 2023

The correlation between rice imports and price
changes in Indonesia is a multifaceted interplay
of economic dynamics. One key factor
contributing to this relationship is the principle
of supply and demand. Aligning (Rai &
Wibowo, 2020) study that there is a two-way
correlation between those two variables, a
notable increase in rice imports amplifies the
overall rice supply and price in the domestic
market. Under the ceteris paribus assumption
of constant demand, the resultant surge in
supply tends to exert downward pressure on
medium rice consumer prices.

This downward pressure is intensified by the
heightened competition introduced by the
influx of imported rice. Now facing increased
competition from imported varieties, local rice
farmers as producers may have their prices
compelled and depressed uncontrollably by the
market mechanism. This sequel impact once
seemed like a strategy to recalibrate their
pricing, maintaining competitiveness, while it
looks more like a predatory price.

Rice farmers face difficulties since their
production prices fall worse than consumer

prices. They have the least authority to control
the whole price determined by the free market.
This result points to something missing from
Indonesian literature but is commonly
understood by the community. Similar results
were only found in the salt commodity when
the consumer’s price decreased by 13%
compared to 130% for the producer
(InterCAFE, 2018).

Market forces do not solely dictate this
correlation. Government policies play a pivotal
role in shaping this relationship. Import tariffs,
trade  regulations, and other policy
interventions can amplify or mitigate the
impact of increased imports on domestic prices
(Arianto Patunru et al., 2019; Sayaka et al.,
2007). For instance, a government imposing
stringent restrictions on imports may cushion
the domestic market from the full force of
external supply, thereby influencing price
changes to a lesser extent. Conversely, a more
liberal trade policy may allow for a more direct
pass-through of international price fluctuations
to the domestic market.

Moreover, the exchange rate between the
Indonesian Rupiah and the exporting countries'
currencies is also a critical variable in the
relationship. Fluctuations in exchange rates can
significantly alter the cost of imported rice
(Fitrawaty et al., 2023; Hermawan et al., 2017).
A local currency depreciation vis-a-vis the
exporting countries' currencies may result in
higher import costs, potentially contributing to
upward pressure on domestic prices.

However, the correlation between rice imports
and price changes in Indonesia is a nuanced
interplay of market forces, competition
dynamics, government policies, and currency
fluctuations. A comprehensive understanding
of these factors is crucial for policymakers and
market participants seeking to navigate the
complexities of the Indonesian rice market and
formulate strategies that balance the interests of
consumers and producers in the face of
changing global and domestic economic
landscapes

This anomaly reflects a broader policy paradox
in Indonesia’s rice market: imports are
politically justified as consumer protection
instruments but operationally function as
supply shocks that primarily discipline
producers. When imports arrive outside peak
scarcity periods or face distribution bottlenecks,
their price-stabilizing effect dissipates, while
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their depressive impact on farmgate prices
remains. This disconnect helps explain why
repeated import interventions coexist with
persistently high consumer prices.

1.3. Rice Import, Domestic Production,
and Medium Price Changes

Compared to two variables at once, rice import
and domestic rice production tend to have
different trends. In Figure 5, domestic rice
production does not graphically affect the
number of imports. However, every time rice
production increases (harvest), the price of
medium rice drops significantly
simultaneously. This is the case with imports,
where the increase tends to be followed by a
decrease in the price of medium rice at the
consumer level. Although this did not happen
from November 2021 to April 2022, the trend
seems somewhat different. The chart shows the
percentage changes of the medium consumer
price overtime on the left axis, while the
amount of rice production and imported (kg)
are on the right axis. This chart explains the
pattern of rice production and imports parallel
with the medium consumer price change.
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Figure 5. Rice Import (kg), total domestic
paddy production (kg), and market price
changes (%), 2020 — 2023
Source: Indonesian Statistics, 2023

This shows a slight anomaly in the rice market
in Indonesia. When imports increase, medium-
market rice prices (consumer prices) do not
decrease and even tend to increase in the
following months. However, the relationship

between a significant increase in rice imports
and the persistence or potential increase in
medium rice prices in Indonesia's domestic
market can be attributed to intricate economic,
logistical, and policy-related factors. While
conventional economic theory suggests that an
influx of imports should lead to more excellent
market supply, subsequently driving prices
down, the actual dynamics can deviate from
this expectation. This finding again aligns with
(Arianto Patunru et al., 2019) study that
mentioned that although production has
consistently exceeded consumption, the price
keeps increasing. The decision about whether
or not to import rice then is almost always
contentious.

Firstly, the quality and types of rice imported
may differ from the local varieties, leading to
variations in consumer preferences. Major rice
consumers need to gain more knowledge of the
different varieties available in the markets,
while (Antriyandarti et al., 2023) mentioned
that they tend to be more resistant. Suppose the
imported rice is perceived as superior or meets
specific demands not fulfilled by domestic
varieties, especially urban consumers, just as
(Bulambo et al., 2023) study stated. In that case,
it may command premium prices, thereby
influencing the overall price trend in the

market. Moreover, logistical challenges,
including transportation  costs, storage
facilities, and distribution networks, can

contribute to maintaining or increasing the
overall cost of imported rice, mitigating the
anticipated downward pressure on prices.

Government policies and trade regulations also
play a critical role. A study (Sayaka et al., 2007)
explained that the imposition of tariffs, quotas,
or restrictions on imports, despite an apparent
increase in volume, can limit the direct impact
of 1imports on the domestic market.
Additionally, if the government implements
subsidies or support programs for local farmers,
the domestic price may be insulated from the
full effects of increased imports. Conversely, a
weakened local currency relative to the
exporting countries can elevate the cost of
imports, potentially counteracting the expected
price decrease.

Market dynamics and competition further
complicate the scenario. Local rice producers,
facing increased competition from imported
varieties, might resist lowering their prices. This
competitive pressure could drive local
producers to enhance their perceived products,



H. F. Kurniawan, M. D. Revindo, R. D. Praha, N. Z. Arrafif / INDICATORS Journal of Economics and
Business Vol. (8) (1) (2026)

maintaining or growing prices despite the
import surge. This was reinforced by a
clarification from the Minister of Trade (MoT)
that consumer rice prices have not decreased
because the chain of distribution in the supply
chain remained too high, thereby increasing
margins (Idris, 2023). Apart from that, the MoT
also stated that there was a mafia and misuse of
imported rice.

The deviation from the conventional economic
expectation of decreased prices with increased
imports in Indonesia's rice market can be
attributed to various factors, including
consumer preferences, logistical challenges,
government policies, currency fluctuations, and
competitive dynamics. A comprehensive
analysis of these multifaceted elements is
essential to understanding the complexities
shaping the domestic rice market under
heightened import volumes.

CONCLUSIONS AND IMPLICATIONS

The economic analysis of the impact of large-
scale rice imports and domestic production on
rice prices in Indonesia uncovers unique
anomalies within the domestic market
dynamics. Recognising Indonesia's rice
commodity market as an anomaly highlights
distinct factors influencing price trends,
deviating from conventional economic
expectations. Notably, the study reveals that
rice imports do not consistently lead to a
proportional decrease in consumer rice prices
and indicate the most severe suffering for
farmers instead, challenging traditional
assumptions about the relationship between
import volumes and consumer-orientation
affordability. Another exceptional finding is
that imported rice was relatively followed by
increasing consumer prices in the following
months instead since there are some persistent
gaps in the market.

The findings highlight a fundamental trade-off
in Indonesia’s rice policy. Import-based
stabilization may alleviate short-term political
pressures but risks undermining producer
incentives and long-term supply resilience.
Without complementary investments in
storage, logistics, and transparent procurement
mechanisms, imports alone cannot deliver
durable price stability. A more balanced policy
mix—combining predictable import rules,
countercyclical procurement, and farmer
income protection—is therefore essential.
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Furthermore, the study emphasises the pivotal
role of domestic production, illustrating that a
surge in domestic output has a more
pronounced impact on the price of mills-
harvested dry grain (GKP or unhusked rice)
than on the consumer medium price. This
discrepancy suggests that the benefits of
increased domestic production may not be fully
reflected in consumer pricing, indicating
potential inefficiencies or market intricacies. In
light of these findings, strategic
recommendations for policymakers in
Indonesia encompass a thorough reassessment
of trade policies, farmer-oriented policies,
logistical  infrastructures, and  support
mechanisms for domestic production and
import management.

From the rice farming business perspective, the
study underscores the imperative for strategic
adaptation and risk mitigation strategies in
response to the complex dynamics of rice
imports and domestic production. There is an
urgency for farmers to prioritise diversifying
and exploring value-added opportunities.
Farmers should be encouraged to participate in
cooperative structures that strengthen their
bargaining power in the market. This proactive
approach can empower the farming business
group to navigate market anomalies effectively,
capitalise on emerging opportunities, and build
resilience, ultimately contributing to the long-
term sustainability of their rice commodity.

Addressing these anomalies is imperative for
cultivating a more transparent, competitive,
and consumer-centric rice market, aligning
with economic expectations and fostering food
security for the Indonesian populace. The rice
market circumstance has been a long-complex
interplay of Indonesia's agricultural, economic,
and policy factors. Understanding the nuanced
relationship between rice import, production
levels, and pricing dynamics is crucial for
policymakers, agricultural stakeholders, and
researchers seeking strategies to promote food
security and economic stability in a dynamic
agricultural landscape.

The study offers valuable insights into the
intricate dynamics of rice imports and domestic

production in Indonesia, challenging
conventional economic expectations.
Academicians can delve deeper into

understanding the specific market gaps that
contribute to the observed anomalies, exploring
the impact of policy interventions on market
efficiency and equity. Additionally,
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comparative studies across different regions or
countries could shed light on the
generalizability of these findings. This study
opens the door for a more nuanced exploration
of the complexities within rice and other
agricultural products, providing a foundation
for scholars to contribute to developing more
effective and tailored agricultural policies.
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