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ABSTRACT

This paper examines the impact of rising food prices on the food security status of Indonesia in
general and of the rural and urban poor in particular. It examines not only the impact of soaring
food prices on food security and poverty in Indonesia at the macro level but also conducts a micro
level analysis, which is where things happen, the toil and roil of eking out a living in an increasingly
difficult social and economic environment. In addition, it explores ways of how local knowledge in
various aspects of food production, processing, preservation, and storage can be revived and
revitalized to enhance food security.

This research employs a macro-micro level approach and a multidisciplinary perspective —
drawn from theories and empirics of economics, sociology, and anthropology— which, as the
current knowledge trend has proven, can help in finding comprehensive answers to research
objectives and lead in drawing up relevant and feasible policy recommendations. It compares the
conditions of the poor in rural and urban areas in Indonesia as to the impact of rising food prices on
their consumption habits, expenditure, and copping strategies. DKI Jakarta, the capital city of
Indonesia, was selected to represent the urban areas while, Gunung Kidul Regency, DI
Yogyakarta’s special administrative region, was selected to represent the rural areas. The research
methodologies were divided into qualitative and quantitative approaches. To complete the analysis,
this research also consisted of several activities that included the collection of primary and
secondary data, focus group discussions, and conduct of fieldwork/survey in DKI Jakarta and
Gunung Kidul Regency, DI Yogyakarta.

The research unveiled some interesting findings on the impact of soaring food prices on
food security and poverty in Indonesia. Some contrasts were found between urban and rural
communities. At the macro level, factors that influence poverty both in rural and urban areas were
education, calories per capita consumption, and protein consumption. In the rural areas,
educational attainment does not have the same mitigating effect on people’s economic well-being
to reduce the impact of soaring food prices as it does in urban areas. At the micro level, some
interesting findings also came to light in this research. In the urban community, despite rising food
prices, households maintain their food security by carrying out some strategies that include (i)
eating alternative staple foodstuffs besides rice; (ii) reducing the quantity of food eaten at meals
and giving preference to younger members of the households (in this case, children become top
priority); (iii) doing more than one job to earn additional income; and (iv) storing food during times
of low food prices as a hedge against rising prices. In rural areas, the strategies that households
adopt to maintain food security during times of rising prices include changing their purchasing
habits for foodstuffs and eating alternative traditional foodstuffs and instant food stuffs to replace
rice as the main staple food.

Research findings confirm results from previous research that policies implemented by the
government to improve food security status and reduce poverty level in both urban and rural areas
are linked. Economic liberalization is found to contribute to high prices and, hence, positively
influences expenditure on food for households in both rural and urban areas. Overall, this paper
has found that households in both rural and urban areas have been affected by rising food prices
as they have had to dig deeper into their pockets to pay for foodstuffs. For those who are already
poor, rising food prices have aggravated poverty both in rural and urban areas.

We argue that, in times of price uncertainty, opting for a food security policy that leaves
everything to the forces of the markets is no longer tenable. Food buffer stocks should be
revitalized and decentralized in regional centers with stocks of various food staples rather than
storing only rice. If the government is serious in promoting diversity of food consumption, it should
allow rice prices to gradually rise while, at the same time, encouraging the production, distribution,
storage, and consumption of alternative food crops. However, farmers should be the cornerstone of
the new food policy as, without them, increasing the output and quality of horticultural commodities,
food crops, and livestock products will be difficult to achieve. Food security should be integrated
into a multi-sector rural development strategy that brings together the agricultural sector, the
processing and manufacturing sectors, trade, research and technology, and public works in
program planning, implementation, monitoring, and evaluation.

Keywords: Food security, food prices, mixed method approach, micro-macro level, poverty,
rural-urban area.
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CHAPTER I. INTRODUCTION

1.1 Background

Prices of various foods have reached record levels in recent days, especially since 2007 up to now.
Javier Blas (February 15, 2011)*, reported that “wheat, corn, and soy beans have hit 30-month
highs over the past few days after bad harvests, export restrictions, extremely low inventories and
soaring demand in emerging countries and for bio-energy in the US and Europe.”

The World Bank (2010) reports that

“In the one year prior to February 2010 wheat prices rose by 24% in Lahore,
Pakistan and by 14% in Mumbai, India. Sharp increases in sugar and pulses
prices led to food price inflation rising to about 20% in India in early 2010. Rice
prices rose by 27% in Bangladesh between October 2009 and February 2010. In

Burundi, the price of beans increased 58 percent in the four months leading up to
February 2010.”

The increase in food prices in 2009 alone, according to the World Bank, created higher
price volatility than that in the 2006/2007 period, with its attendant adverse impact on income and
expenditure (i.e., uncertainty) for producers and consumers in the developing world, respectively.
This is attributable to the absence of price-hedging practices and, where mechanisms exist, the

high cost involved means that they are out of reach to most but the largest producers and
consumers in developing economies.

Figure 1. Volatility of Food Staples in 26 Low-Income Countries
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monthly staple food price in the previous 12-month period, e.g., the February 2007 estimate is based on February 2006—
February 2007 prices.

Source: The World Bank 2010. Poverty Reduction and Equity Group, Poverty Reduction and Economic Management

1 Blas Javier, February 15, 2011. Chronic Hunger to Affect 1 Billion People, The Financial Times
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(PREM) Network.
FAOSTAT and World Bank food price indices, although still lower than the 2008 record,

continued to be higher than the average food prices prior to the 2008 steep price increase.
However, worrying signs become apparent once we observe the trajectory of food price indices per
commodity. Sugar? shows the highest price increase, far higher than that in 2008, and continues to
rise. Prices of dairy products, meat, cereals, oils (including palm oil, soybeans, and other oils),
although showing upward trends, were not rising as high and as fast as that of sugar (see Figure
2).

Figure 2. Developments in Annual Food Price Indices by Commodity, 1990-2020
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Source: FAOSTAT (2011). Annual Food Price Indices (2002—2004=100)

Average prices of beverages, as are prices of other foods (see Figure 3), are also showing
an upward trend. The only source of relief and solace, with rice as staple for three billion people
and, hence, an important commodity for world food security, is that rice prices are showing
remarkable stability lately, while good harvests in Africa are helping to keep local prices low and
shielding Africans from the full impact of rising international food prices (Blas 2011). This perhaps
explains why, despite skyrocketing prices, the world has not yet seen mass demonstrations
protesting against national governments, as was the case in 2008. However, Indonesia has not
escaped the impact of rising food prices, which have hit consumers in general, and of those
depending on markets as a source of foodstuffs in both urban and areas, in particular. Since
foodstuffs constitute an important component in determining inflation rate, rising food prices have
led to a general increase in price level. This is evidenced in a Bank Indonesia survey (Rihadiana
2011), which shows that the index of consumers’ price expectations for the next three and six
months soared to the highest level since 2008. Though the increase in July is in part attributable to
the increase in demand for foodstuffs, which is often associated with the Muslim fasting month, the

increase in July, being the highest since 2008, may be so high due to the combination of rising

2 The price of sugar in Indonesia was Rp9,200, slightly lower than the spot international price of Rp9,550 (February 15, 2011).
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price levels already underway. This point is strengthened by the fact that the fasting month got
underway on August 1, 2011, which is unlikely to have contributed substantially to inflation
expectation figures for the whole of July 2011.

Figure 3. Trends in Food Prices in International Markets
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Figure 4. FAO World Hunger, 2010
FAO Hunger Map 2010

Prevalence of undernourishment in developing countries

Sources FAOSTAT 2010 (www.fac.org/hunger)
Prevalence of undernourishment in developing countries (2005-07)

Very high (undernourishment 35% and above)

N:nz' The mag shows the prevalence of undemeurishmert
the tatal populition of developing caumtrics as
ch 2

High (underncurishment 25-34%)
Moderately high fundernourishment 15-24%)

d

Iy liows (; h 5-14%)

mpuu 3 ariez
and fram year ta year depending an the gender and age structure
of the papulsticn.

Very low (undernourishment below 59)
Missing or insufficient data

BOCHNN

F— nont e
[Eap—— ma-.,.pn-. m.a.mmi...-nanmmng el e
.....

em—

Source: FAO (2011). http://www.fao.org/economic/ess/ess-data/ess-fs/en/

1.2 Research Approach

This research focuses on the impact of rising food prices on the food security status in Indonesia,
in particular the rural and urban poor. The questions to guide the research are as follows:

o What impact has the recent fluctuation in food prices had on the food security status of

Indonesians in general and the rural and urban poor in particular?
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° Has the liberalization of the agricultural sector prior to the recent rise and fall of food in any
way contributed to aggravating the impact of the recent fluctuation in food prices?

. What role should local knowledge relating to food production, processing, preservation, and
storage, play in protecting Indonesians from the adversities emanating from wide swings in

food prices in the short and long term?

Specifically, the objectives of the research are

¢ Review and evaluate the existing agricultural reform policies particularly with respect to the
demand and supply of food crops in Indonesia adopted since 1998.

o Determine the impact of the recent fluctuation in the prices of rice, palm oil, and sugar on the
food security status in urban and rural areas in Indonesia since 1998.

e |dentify ways by which traditional means of food production, types of food crops grown, food
processing, preservation, and storage employed by many Indonesian societies can

alleviate the adverse impact of the recent fluctuation in food prices on people’s welfare.

This research attempts to make a comparison between rural and urban areas in Indonesia
with respect to the impact of rising food prices on food security. Daerah Khusus Ibukota Jakarta
(DKI Jakarta), the capital city of Indonesia was selected to represent urban areas while Gunung
Kidul Regency, Daerah Istimewa Yogyakarta (DI Yogyakarta) was selected to represent rural
areas.

Choosing both locations is based on some considerations. DKI Jakarta is a good
representative of urban areas because it is host to diverse people as well as diverse means of
livelihood, which impacts on the status of food security. It is a very classical city, facing social
problems that arise from urbanization, which include, among others (i) continuing population
growth, (ii) high unemployment and underemployment, (iii) high dependency burden, and (iv) high
social and economic insecurity. Gunung Kidul, on the other hand, is very representative of rural
areas as it suffers from sluggish development process. Moreover, Gunung Kidul also gives
significant contribution to the urbanization in DKI Jakarta since many young people (of productive
age) see DKI Jakarta as the destination in their attempt to escape poverty and their pursuit for
wealth and progress. The details on why these locations were chosen are discussed below.

DKI Jakarta is not only Indonesia’s capital city but is also the largest urban area in the
country. It is host to more than 12 million people during day and about 8 million during night.
Residents comprise people with various socioeconomic backgrounds, ranging from those
employed on long-term basis, temporarily unemployed, and part-time employees. Some residents
work in the public sector, others in the private sector, and others in the informal sector. Being a
large urban area, at any point in time there is a large number of people who are unemployed due

to structural, transitional factors, and socioeconomic causes. On evaluating the impact of soaring
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prices on people’s livelihood, DKI Jakarta offers conditions that make it possible to examine how
the impact affects people in various sectors who derive their livelihood from an equally varied
source. While the impact of rising food prices is bound to have some predictable consequences. it
is also likely that some of the impacts may not be a foregone conclusion and, hence, need a
deeper analysis. What makes DKI Jakarta a more daunting research location is the reality that,
despite statements to the contrary, it has been the driver and principal determinant of food policies
since the colonial era, a situation that has changed little today. Thus, DKI Jakarta, being a host to
people deriving incomes from various sources (some regular, while others are not; some on
permanent basis, some based on job contracts, while many are temporary or seasonal in nature),
makes it both an interesting and a challenging location for one keen on assessing the impact of
soaring food prices on the socioeconomic well-being of the urban population.

Gunung Kidul, on the other hand, was chosen for several reasons. Gunung Kidul is the
largest district in DI Yogyakarta, one of the 33 provinces in Indonesia. It is predominantly a rural
district but, unlike most rural districts, it has a significant population that does not earn a living from
farming, but rather is engaged in miscellaneous activities. Two principal factors are attributable for
the pattern of economic activities in Gunung Kidul Regency: topography (the largest percentage of
terrain is rugged and mountainous) and its soil is pervious (because it is derived from karst rock
structure). Undeniably, the two factors make the land in most of the district unfavorable for farming.
Farming activities are mainly confined to lowlands, which are limited in supply. Also, the problem of
pervious soil makes farming a daunting task even during the best of times. In light of these,
Gunung Kidul is home to people who earn a living from various sources: farmers, farmers dabbling
as traders, farm laborers, those employed in formal public and private sectors, and those employed
in the informal sector. As a result, Gunung Kidul often faces water and food shortages in some
areas. In fact, as a district classified as underdeveloped, Gunung Kidul population is a beneficiary
of many poverty mitigation programs, including but not limited to rice-for-the-poor program and
other programs that ensure access to subsidized public services ranging from education to health
services. Another interesting feature of Gunung Kidul is that, despite decades of central
government campaigns that shifted fundamentally the staple food crop consumed by most of the
population in Indonesia from roots and tubers to rice, the district still consumes tiwul, which is a
traditionally processed food stuff from cassava, as part of its diet, albeit to a small extent. In other
words, unlike other rural areas, Gunung Kidul has a safety value that may mitigate the impact of

soaring rice prices on people’s consumption of calorific foods.

1.2.1 Sampling Procedure and Rationale
Information were collected from respondents both in DKI Jakarta and DI Yogyakarta. The
informants are mainly societies who live in the two area of the research. In DKI Jakarta, we

collected data from 102 informants under the following classification:
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° Respondents come from Central Jakarta, East Jakarta, West Jakarta, South Jakarta, North
Jakarta, and Tangerang

o Most of the respondents are urban poor immigrants who were attracted to live in DKI
Jakarta in the hope of enjoying better living conditions.

. The respondents represent households, not just themselves as individuals.

° Gender composition was also one of the points considered in drawing the list of

respondents used in interviews.

In Gunung Kidul, 85 respondents were chosen with the following characteristics:

) They live in three different locations—lowland, mountainous, and coastal areas.

. They were chosen on the basis of productive age—between 20 and 60 years old.
o They represented households.

. Gender composition was considered.

After collecting primary data through fieldwork activities, cleaning of data followed, after
which running and analysis using SPSS software was made. Some of the tools used included

regression, analysis of variance, and descriptive analysis.

1.2.2 Secondary Data Analysis
To analyze the secondary data, time series data for 1998—-2010 were collected. The data used
were drawn from SUSENAS Data series published by the Badan Pusat Statistik (BPS) Indonesia.
Based on whether the data were for rural areas, urban areas, and national level, they were
categorized as representing variables for the rural sector model, urban sector model, and national
model, respectively. These are the three macro level models. The first model is the macro level,
which is divided into two groups: urban area and rural area. The variables for the macro level are
poverty line (IDR/capita/month), household expenditure on food (IDR), percent of expenditure on
food, total population, number of population below poverty line, and calories consumed per capita
per day. Meanwhile, for the micro level approach, we chose some variables including educational
attainment, average per capita monthly expenditure on food and nonfood (IDR), average per capita
monthly expenditure (%), availability of food consumption per capita (cal/day), per capita

availability of proteins (grams), and per capita availability of fats (grams).
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CHAPTER Il. THEORETICAL FRAMEWORK

2.1 Causes of Rising Food Prices
Factors that have combined to increase the general level of prices of various food crops can be
categorized broadly into short term and long term. Short-term causes of the rise in food prices
include
() speculation by investors who invest in futures of food commodities,
(if) high unemployment rate (9.6%),
(iii) large and rising budget deficit,
(iv) large foreign deficit,
(v) the weakening of the US dollar which is the currency used in pricing exports and imports of
most commodities,
(vi) high production costs caused by increasingly higher energy and farm input prices such as
fertilizer and transport,
(vii) poor harvests in major grain exporters such as Australia, and
(viii) adverse initial policy responses (Simler 2010) which, among others, entailed the
imposition of export taxes, export bans, minimum prices on certain food commaodities, and

export guotas such as Argentina farm exports and Russia on wheat.

On the other hand, long-term causes of the rise in food prices include (i) the diversion of
food grains and oil seeds to biofuels production, and (ii) the deregulation of factor and product
markets for cereals and oilseeds since late 1970s, which, by doing away with commodity marketing
boards, removed agents of price stabilizers in many developing nations. Moreover, the
liberalization of the agricultural sector in many developing economies during 1980, 1990s and
2000s, increased the over dependence of domestic food consumption on food imports to the
detriment of weaker domestic food crops. This was because some price support policies tailored
toward domestic food production (such as low-interest credit for fertilizer and other farm inputs)
were abandoned, thereby allowing the market forces to influence what farmers produce depending
on what fetches a higher return on investment, a test which many staple crops with the exception
of rice, wheat, soy beans, and other commodities failed, with the consequence that famers
switched to the production of cash crops for higher returns. Change in structural demand include
rising real incomes, especially in populous nations such as India and People’s Republic of China
(PRC), which are also home to the largest percentage of the poor (1.4 billion by 2008) who are
likely to demand more food due to high marginal propensity to consume at low-income levels. The
rise in demand from emerging economies, such as India and the PRC, today provides an insatiable
demand for many cash crops grown by farmers in developing countries. Lower production levels at

a time of increasing number of mouths to feed provides the underlying determinant of ‘perpetually’
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rising food prices for some time to come.

Equally worth noting is the rise in demand for cereals, oilseeds, proteins, and vegetables,
which has increased with rising population numbers. The increase in the world population, which
will continue until the mid-late 21st century, translates into an increase in absolute demand for
food, while increasing urbanization. This often means that people who change diets—from
consuming cereals to meat—is expected to double by 2020 in developing countries and increase
by 25 percent in industrialized countries. This will lead to an overall increase of demand for
cereals.® This is because meat production increases demand for cereals, and cereals are used as
feedstuffs; specifically, it takes 7 kilograms (kg) of feed to produce 1 kg of feedlot beef, 4 kg for 1kg
of pork, and 2 kg for 1 kg of poultry (Pretty and Hine 2001).

2.2 Trade Liberalization, Poverty, and Food Security
Based on the Stolper-Samuelson theorem, one of the theorems of the Heckscher-Ohlin model on
comparative advantage, international trade influences domestic income distribution. International
trade fosters an increase in the value of a commaodity the production of which uses resources that
are abundant relative to the commodity, and the production of which uses a country’s scarce
resources (Reimer 2002:5). This is attributable to the impact that free trade has on the relative
price of a commaodity that uses a country’s abundant resources (increase), which in turn increases
real return to the abundant factor of production. International trade, on the other hand, reduces real
return to the commodity the production of which uses the country’s resources. Changes in
commodity prices, caused by trade liberalization, are postulated to magnify the resulting changes
in factor prices. The concept of factor earnings magnification attributable to trade liberalization
justifies the importance of examining factor earning effects in estimating the relationship between
trade liberalization and poverty (Reimer 2002).

In a 2010 study on the full impact of trade liberalization (including subsidies and import
taxes but excluding export taxes for agricultural and non-agricultural goods), Cicowiez et al. (2010)
found that trade liberalization induces a reduction in poverty and inequality. Nonetheless, full trade
liberalization is also found to augment the deterioration of poverty and inequality if non-agricultural
sectors are excluded from results of the CGE model and micro simulations. The results are found
to be even worse if export taxes on agricultural exports (such as those currently in place on exports
of livestock products) are removed. The implication is that examining the effects of trade
liberalization on poverty and inequality using a combined global macro model, national CGE
model, and macro simulations at household level, leads to better isolation of the impact of trade
liberalization on the economy as a whole, as well as on the agricultural sector, in particular. It is

also worth noting that results indicate that positive results at the economy level may not

3 OECD and FAO forecast that in non-OECD countries, consumption of meat and dairy products will rise by up to 2.4% a year between
2007 and 2016.
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necessarily apply at sectoral and household levels.

On the impact of multilateral trade, households are stratified according to their main source
of income into specialized livelihoods (95% or more of their income) in farm activities, non-
agriculture enterprises, wage/salary labor, and transfers; the rest fall under diversified households.
Specialized livelihoods are more likely to face the full impact of the increase in food prices, while
diversified households, are less likely (Hertel et al. 2002). Reimer (2002) reiterates various links
between trade and poverty. These include

(i) the price and availability of goods;

(i) factor prices, income, and employment;

(i) government transfers influenced by changes in revenue from trade taxes;

(iv) the incentives for investment and innovation, which affect long-run economic growth;

(v) external shocks, in particular, changes in the terms of trade; and

(vi) short-run risk and adjustment costs.

The factor prices, income, and employment link are postulated to have the strongest importance
between trade and poverty.

Trade liberalization is posited to lead to an increase in prices of agricultural commodities,
which hitherto were under a protection regime as subsidies on factors of production are phased
out. Simulation models for Middle East and North African countries (MENA) predict an increase of
between 3 and 20 percent in market prices of agricultural commodities as various free trade
arrangements take into effect. Such arrangements include everything but arms initiative (EBA)
under the EU-MENA agreements (EMAAS) as well as US-Middle East and various bilateral free
trade agreements, such as African growth opportunities Act (AGOA) and WTO multilateral
arrangements. Price increase will principally emanate from reducing the official price-market price
gap that is attributable to various agricultural support programs in place in all the economies (Minot
et al. 2010).

On trade and poverty, empirical results indicate a negative relationship, with higher level of
trade liberalization associated with lower poverty levels. For instance, in Egypt, trade liberation of
sugar is simulated to contribute to an increase in sugar prices, which in turn increases the incomes
of poor sugarcane farmers. The quandary is that an increase in some commodities (such as rice,
fruits, and vegetables) is simulated to increase poverty at the national level. This has the
implication that the impact of trade liberalization may induce different effects across regions
depending on, among others, the extent to which they are either net buyers or net sellers of
commodities, the level of price increase as it is transmitted into production and consumption prices,
the extent to which residents live above the poverty line, and the level of protection. It is also worth
noting that results on highly regulated economies (such as Syria) show that the effects of trade

liberalization tend to be regressive, meaning that reduction of production and consumption support
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is likely to lead to gains for high-income households and losses for poor households. Trade
liberalization may also increase exports but induce losses in national income (due to higher food
import bill) and lower return to unskilled agricultural labor. Moreover, international trade is also
posited to increase agricultural productivity through technological transfers, thereby reducing the
gap between actual output and potential gap; leads to improvement in human resource
development, research and development, and land reform (increased size of farm holdings);
increases government effectiveness, combats corruption, and reduces political stability—these
being important determinants of the impact of trade liberalization (Hassine et al. 2010).

Nonetheless, gains from international trade are reported to increase if consumer gains
through lower prices and high quality of commodities that come about after reforms are
incorporated into income gains and terms of trade losses. Thus, to increase a country’s gains from
international trade, domestic reforms in such areas as production capacity, infrastructure,
deregulating factor and product market prices, as well as improving investment environment in the
agricultural sector are imperative. To that end, the impact of agricultural prices on poverty,
associated with trade liberalization, is in general found to be ambiguous. This is because, while an
increase in agricultural prices induces higher incomes for the poor in rural areas, it also leads to
worsening poverty for the urban poor and the landless poor in rural areas. By implication, trade
policy may not be effective in reducing poverty in largely food-importing and commaodity-exporting
economies such as the Middle East and North African economies (Minot et al. 2010).

Panda and Ganesh-Kumar (2007) in their research in India on the relationship between
trade liberalization on one hand and food security and poverty on the other, find that an increase in
income resulting from trade liberalization may not improve food security for the poor. On the
contrary, if Doha-like trade liberalization is effected in India, simulation results predicted significant
deterioration of the calorie and protein intake for the lowest 30 percent of India’s population who
constitute mainly poor households in rural and urban India. The impact of trade liberalization on
food security status in part depends on the movement of relative prices of different commodities
following changes in income levels. Research findings thus underscore the importance of including
indicators of food security as well as traditional measures (such as growth and poverty) in

estimating the impact of trade liberalization on livelihood and economy.

2.3 The Impact of Rising Food Prices on Poverty
The Word Bank (1986) defines poverty “as the lack of, or the inability to achieve, a socially

acceptable standard of living,”* which thus implies lack of command over resources in a society,

4 Meanwhile, UNDP (2003) uses a human rights approach to define poverty. Poverty is defined in terms of denial of human rights that are
inherent to an individual and belong equally to all human rights (economic rights, civil rights, rights to knowledge and develop one’s capabilities,
right to decent health, among others. The concept espouses principles of universality and indivisibilities, empowerment, transparency,
accountability, and participation. This concept, thus, takes a multidimensional approach to defining poverty/deprivation rather than the uni-
dimensional one.
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poor participation in society due to low capabilities or limited ability to do things (realized
functioning) or limited alternatives at people’s disposal (real functioning), that lead to a standard of
living that is lower than acceptable in a certain society at a given time. Standard of living is
measured in two ways, uni-dimensional (using one measure to encapsulate deprivation that
poverty embodies in terms of economic welfare, with level of income per capita or expenditure per
capita used as proxies), and multidimensional (using various indicators of deprivation embodying
poverty, defined and accorded proportionate weights to ensure that they constitute a
comprehensive measure of poverty). The complications associated with using multidimensional
approach to measure poverty have led to the preference for a uni-dimensional approach. In any
case, this approach provides a good projection of an individual’'s permanent income. Poverty can
be defined in terms of ‘absoluteness’ or ‘relativeness.” Absolute poverty is defined as a given level
of goods that ensures minimum subsistence (the value of basic food or minimum income required
for one to live a decent living).

As a result, absolute standard of living and, by implication, poverty, where the minimum
level is not achieved, requires the determination of the cost of the minimum diet necessary for a
household to achieve a minimum energy intake equivalent to the minimum dietary requirements
(in terms of calorie intake, for example, Indonesia uses 2,100 calories per person per day).
Problems cited in using this measure include the fact that nonfood items (since they do not provide
energy intake) are not included. This causes simplification and overrating the decency of
household living standards due to the non-inclusion of other goods and services on which the
household spends its income (the higher the society lives above subsistence existence, the higher
the overestimation of standard of living, if absolute concept is used); and the reality that people
tend to differ in their preferences even as far as foodstuffs are concerned. Relative poverty, on the
contrary, takes into consideration the context, that is the society context. This is the case because
relative poverty is defined as the income/expenditure level of a household relative to that of other
people’s income/expenditure, that is, it is defined as a standard of living in relation to the position of
other people.

In light of that, relative poverty has much to do with the degree of income inequality. The
advantage of the concept of relative poverty lies in its ability to reflect social and economic
dynamics within society, for instance, changes in income/expenditure distribution, and the
beneficiaries and losers from economic growth. The disadvantage lies in the fact that poverty is
defined as “a fixed percentage of some synthetic indicator of income distribution with the
consequence that the number of people who are actually living below the poverty line is shrouded

in averages /percentages, which is likely to complicate poverty eradication programs. As Bellu and
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Liberati (2005) note, based on the relative poverty concept, poverty eradication can be achieved if
and only if, income distribution becomes egalitarian.” °

Nonetheless, as Bellu and Liberati (2005:6) note, although logically different, absolute and
relative poverty concepts bear some commonalities. This is because both imply lack of capabilities
or inability to achieve socially acceptable standard of living, which in turn is loaded with values of
what is socially acceptable, a contextual concept as well that is loaded with value judgment, and
likely to change over time in line with changing social and economic conditions, as well as in space
(across societies, regions, and countries). In other words, poverty defined as inability to achieve a
certain standard of living (absolute poverty concept), also implicitly denotes some relative
perspective of poverty (relative poverty concept). The rise in food prices has increased the
likelihood of the poor to sink even deeper in abject poverty, and increased hunger and malnutrition
in vulnerable groups and countries such as those in the Sahel and Horn regions of Africa.

To that effect, the World Bank Group President Zoellick notes that rising food prices have
reached the 2007-2008 levels and have so far pushed an additional 44 million people into extreme
poverty, which has increased the number of malnourished people from 850 million, before the
2007-2008 food price increase, to 925 million. This means that the percentage of the world’s
population facing chronic hunger today is one-third of the total world population of slightly above 6
billion (Blas 2011). It should be noted that rising food prices in developing economies reduce the
purchasing power available for other products and services in the economy and, if they continue,
will undermine economic growth. Moreover, rising food prices threaten to undermine gains in
poverty alleviation achieved since the 1950s in many developing countries, thanks to the benefits
of the green revolution. National budgets are increasingly becoming stretched due to rising food
bills, undermining their capacity to deal with other poverty-alleviation initiatives such as expanding
and improving the quality of education, health, and sanitation, and creating job opportunities
through investment in infrastructure, and other directly productive economic activities. Thus, rising
food prices also have benefits to offer. Rising prices if they persist, are likely to induce farmers to
increase their level of production of foodstuffs, which should increase income; a shift from cash
crop production to food production (in cases where the rise in prices of the latter proves to be
higher than those of the former in the long term), an effect that will undo both colonial and post-
independent government policies in many African nations. In any case, the high cost of imported
foodstuffs (such as wheat, pasta, and rice) may stimulate a reversal to traditional staple
commodities (such as yams, cassava, maize, and millet) in many parts of Africa, which will not only
be good for the national import bills but also return African nations on the right, resilient, and

sustainable food policy trajectory.

5  Absolute poverty is preferred because of what Sen calls the inherence of absolutes in poverty, which he defines as absolute deprivation (Bellu
and Liberati (2005:5). Moreover absolute concept of poverty can measure variability over time and space, to reflect changing social and
economic conditions. For instance, meat and nonfood products may be included in measuring the value of goods a household requires to live a
subsistence level in developed economies, as well as over time, to reflect changes in one country over time.
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The impact of rising food prices may, however, be mitigated or even countered by various
interventions carried out by, among others, the government, civil society organizations, and
community self-help programs, especially in societies that have high social capital. In a SMERU
study (Hastuti et al. 2010) on the role played by social protection programs in reducing the impact
of the 2007-2008 global financial crisis in Indonesia, findings point to the fact that prevailing social
protection programs (World Bank 2005)° performed poorly’ in reducing the impact of the global
financial crisis due to a number of reasons, including, among others, inadequate understanding of
local conditions, absence of ‘tiered,” systematic, and periodic information system on local
conditions, which leads to the use of standard program format to deal with social economic
conditions that are different from those for which such programs were formulated and
implemented; poor targeting, costly but not necessarily effective (for instance, the Raskin
program);®  regressive in impact (fuel subsidy); and overly centralized (World Bank 2005).
However, some limited headway was made in mitigating the impact of the global financial crisis
through ameliorating poverty, due to the ability to reduce the “cost of basic service provision in
areas of education, health, business costs, and infrastructure delivery.” The findings underscore
the importance of including social protection index, as an ‘ameliorator’ of the severity of the
impact, in estimating the impact of an economic-related crisis on poverty in Indonesia, and in other
countries where such programs constitute vital state and government channels to assist the
underprivileged sections of society. The same should apply to other social-cultural values with the
potential to reduce the severity of the impact of an economic, social crisis (including disasters) on
an individual and on groups of people in a community. This is social capital, which is manifested in
high social, economic, cultural, and even political interactions among members of a community,
which engenders high tendency toward collectiveness (strong bonding within and across
communities) and helps in reducing the burden faced by community members during a crisis,

whatever its nature and form (Ssenyonga et al. 2011°).

2.4 Poverty and Food Security
The World Bank (1986) defines food security as a situation in which “the physical and economic
access at all times to sufficient, safe and nutritious food to meet the dietary needs and food

preferences for an active and healthy life.” A more comprehensive definition of food security, which

6  These include targeted sales of subsidized rice, targeted health care subsidies, scholarships to students and block grants to schools, work-creation
programs, and community block grants.

7 Thisisa finding that corroborates Baulch et al. (2008: 69) result on the social protection impact indicator (SPIMP), which is “the per capita
social protection expenditure going to the poor as a percentage of the national poverty line,” which ‘categorizes’ Indonesia as one of the Asian
countries with very low indicator of the effectiveness of social protection (8%), only higher than the Philippines (6%) in ASEAN (Malaysia has
36%; Republic of Korea, 80%; Japan, 100%). Although 71 percent of Indonesian poor (higher than 57%, which is the average for all Asia),
receive some form of social protection (coverage ratio for Indonesia is 40%), poor targeting of social protection programs means that the size of
social protection as a percentage of poverty line is a mere 8 percent (Baulch et al. 2008:66).

8 Consumes a lion share of social protection program budget leaving little for other programs such as on health, education, infrastructure, and

work creation program, and 30 percent of the program budget is reported to finance Bulog’s operational costs.

9 Ssenyonga, M., A. Riayanty, E. Wibisono, and B. A. Jatmiko., 2011. Democracy and Societal Well-being in Indonesia: a Micro-Macro

Perspective., Kanisius Yogyakarta
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is policy related, is postulated by the Community Food Security Coalition (1995°), as “the state in
which all persons obtain nutritionally adequate, culturally acceptable, safe foods regularly through
local non-emergency sources. Food security broadens the traditional concept of hunger, embracing
a systemic view of the causes of hunger and poor nutrition within a community while identifying the
changes necessary to prevent their occurrence”.

To that end, food security programs confront hunger and poverty. In light of the foregoing,
averting food insecurity, based on the definition, requires “dealing with population groups in socio-
economically disadvantaged groups, handling ‘socio—cultural, built and natural environments’ and
improving, propping up, revitalizing economic determinants of healthy eating, catering for new in-
migrants/residents hailing from diverse cultural and linguistic backgrounds.” (Vichealth 2005).

The concept of food security has come to be associated with stable availability of food and
access to food at the individual, household, group, regional, and even national level. Stability of
food security, or the lack of it, is often embodied in the concept of vulnerability. Little wonder, food
security is closely associated with and related to vulnerability, which refers to the propensity of
people to fall or stay below a certain predetermined food security level. Food insecurity, in as much
as it refers to deprivation or lack of food as a primary source of poverty, makes the concept very
much in line with the definition of absolute poverty. Food security depends on availability, stability,
and accessibility, with the first two concepts (availability and stability) guaranteeing the third
concept (accessibility). Food availability is a function of capacity to produce or import sufficient
food (production, importing, and storage capacities), which must be stable over time and space
(stability is a function of level of functioning and integration of markets, and stock management),
making possible the organization of food to reach all households in a given setting (accessibility
relates to how people buy food, a function of their purchasing power and command over
resources).

The households must have sufficient income or other entitlements (physical, natural,
financial assets) to purchase food (Bellu and Liberati 2005:6). Food insecurity is also loaded with
contextual and, hence, judgmental issues. This relates to the definition of food insecurity as “the
situation where people fall below a predetermined food security threshold,” which implies the need
to predetermine a certain threshold that is bound to differ in time and space. In any case, as
Lovendor (2004) notes, the outcome required (the socially acceptable standard of living) influences
the nature of the minimum threshold—the absolute poverty level—and thus the level of income or

expenditure categorized as falling below such threshold.

2.5 Determinants of Food Security

Rosegrant et al. (1999) establish per capita kilocalorie availability, percent of social expenditures

10 www.foodsecurity.org
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as a share of total expenditures, percent of females with secondary education, percent of
households with access to clean water, and a dummy variable for South Asia as determinants of
food insecurity at the world level (USAID 2000). Meanwhile, policy interventions considered vital to
changing the food security status of a country or regions include level of political stability or
instability, economic openness, democratization, food tariff reductions, quality of rural roads, level
and quality of agriculture research, targeted food aid, level and kind of household interventions,
and access to safe water. Each policy intervention, with the exception of political instability, is
transmitted through food availability, female secondary education, and access to safe water.

Thus, the pathway commences with a change in policy intervention, which affects changes
in per capita income. Changes in per capita income in turn are attributable to changes in food
availability, in female education, and in access to safe water, and eventually to improvement in
child nutrition (food security status).

Political instability, USAID (2000) notes, reduces people’s ability to have access to food,
undermines food production and availability, curtails public services thereby complicating food
access and worsening the shortages, and induces a reduction in asset values thereby reducing
people entitlements and hence food affordability. Increasing political instability was found to
aggravate food insecurity. The impact of democratization is transmitted through improving
equitable location of public resources to ensure access to food of population groups that have high
vulnerability to food insecurity. Intervention is measured via its impact on safe water availability,
which is considered necessary in nutrients absorption. Findings indicate that democracy has a
positive impact on access to safe water. On economic openness, food security is assumed to be
transmitted directly through growth in gross domestic product (GDP) and indirectly through
changes in trade and investment, which in turn impact on income growth. The effects are assumed
to have an annual compounding effect on per capita income, in a year when openness is
sustained. Improvement in income per capita is assumed to induce better food security through
higher food availability, female secondary education, and access to water. Thus, trade openness
has been found to have a positive impact on income growth.

Meanwhile, reduced tariffs on food imports is found to improve food security. This is through
lower taxes on food imports, which lowers domestic food prices and, in turn, induces stable prices
that in turn translates into higher food availability.

Policy intervention in the area of rural roads is premised to contribute to improvement in
productivity and growth in agriculture. Better roads lower transport and transaction costs incurred
in buying and selling agricultural inputs and goods, “improve the flow of information on market
conditions, new technologies, potential hazards and risks to enterprises,” raise the
“competitiveness of nonfarm rural activities and increase access to public and private services that
support the rural economy.” Investment in rural roads is found to have a positive impact on labor

productivity in rural areas, which in turn impacts on incomes and agricultural productivity (USAID
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2000).

Agricultural research is postulated to impact on food security through its contribution to
increasing the sustainability of agricultural productivity gains, which impact on incomes, then on
food availability, improvement in education, access to safe water, and calorific food availability
through direct effect on food production. Meanwhile, targeted food aid—considered a direct
transfer to populations likely to face food insecurity—is effective if the size of the transfer is
substantial to enable beneficiaries to leave the ranks of food insecure. This implies that such an
intervention must have an empowerment or investment component (such as human capital, access
roads, and investment in agriculture infrastructure) that can enable the recipient to have an income
threshold above the poverty line/food insecurity (USAID 2000).

Female secondary education as a policy intervention on food security (child undernutrition)
is based on the premise that, due to higher entitlements to food, better-educated women tend to
care for their child better (in terms of health and diet), and are likely to adopt planned parenthood
practice, which reduces the size of household to manageable levels. They are in a better position
to take positions in society, to demand for the rights of other women and children, and to enjoy
higher incomes. Results on the impact of increasing female education on food security show that a
10 percent increase in female participation in secondary education induces a 1.7 percent reduction
in food insecurity (child undernutrition). Access to water affects food security because it reduces
people’s exposure to debilitating diseases that hamper food intake and utilization in the body; it
increases productivity by shortening the distances for collecting water, and contributes to the
improvement of the status of women. A 10 percent investment in safe water facilities is found to
induce a reduction in child undernutrition by 0.8 percent (USAID 2000).

At the micro and household levels, a number of determinants of food security have been
established. Based on the 1989-1991 CSFIl and 1992 SIPP surveys, education attainment, sex of
household head, household income, poverty, household size, home ownership as opposed to
renting, and age of household head (households led by persons over 65 years old vis-a-vis those
led by younger ones) were found to be good predictors of food insecurity in the United States
(Rose et al. (1998). However, poverty was not a good predictor of food insecurity as “40 percent of
food-insufficient households were above the poverty line and about 10 percent of households in
poverty were food insufficient,” highlighting the need to use direct measures of food insecurity
rather than poverty indicators. In a study involving arable farmers in Nigeria, Ojogho (2010) finds
education, output level, household size, household dependency ratio, sex of household head, and
per capita income to influence household food insecurity level. Households with a large number of
members, large number of dependents, female as household heads, and low per capita income
were found to have higher food insecurity as compared to those with small household size, small
number of dependants, male as household heads, low household dependency ratio, and high per

capita income.
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Khan and Gill (2009) examine the determinants of food availability, food accessibility, and
food absorption in rural areas in Pakistan. The study finds 67 percent out of 120 districts in
Pakistan were food insecure while 46 percent of the food insecure districts were very food
insecure. The study finds the level of production of wheat, rice, maize, pulses, oilseeds, poultry
meat, and fish to contribute to higher food security while electric power supply expansion and
education (adult literacy) were found to have negative effect on food security. Meanwhile, child
immunization, number of hospitals, and availability of safe drinking water were found to contribute
to high food absorption.

Garret and Ruel (1999), in a study on determinants of food security and nutrition status of
children in urban and rural areas in Mozambique, find that household expenditure, household size,
household composition, seasonality, and location have a significant effect on calorie availability.
However, only household expenditure and household size show differential impact on calorie
availability in rural and urban areas. The study finds urban households to have a relatively higher
income elasticity with respect to calorie availability than rural households, which is contrary to the
theory on household demand for food, which predicts that rural areas (where most households are
poor) have higher income elasticity for food. Large household size is found to have a negative
effect on calorie availability, which increases at a declining rate, and to be slightly higher initially in
rural than in urban areas. This result points to the possibility of economies of scale on calorie
availability made possible by the large household size (Garret and Ruel 1999:18). The number of
dependents, proxied by the number of children and elderly, is found to have positive impact on
calorie availability in rural areas, and this is attributed to the low adult equivalents of children and
elderly compared with young adults. The same level of household expenditure, even with the
existence of elderly dependents in rural areas, does not lead to a substantial reduction in calorie
(food) availability. Regional and community level factors were also found to be significant, which
underscores the importance of prices on household calorie availability. Nonetheless, education
was found to have, surprisingly, a significant impact on calorie availability in both rural and urban
areas.

Omotesho et al. (2006) find high food insecurity in rural areas in Nigeria to be negatively
related to farm size, household income, and total nonfarm income, and positively to household
size. In a research on urban India, Protap Mukherjee (undated) uses several indices to calculate
urban food insecurity index. The indices include:

(i) food availability index, which captured the average consumption of food grains provided under
public food support system (PDS);

(i) average calorie intake serving as indicators of food availability and accessibility (highest
consumer states were regarded as experiencing a food affordability problem than those that
consumed low levels);

(i) housing index, which captured household size, large number of members, and percentage of
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households living in semi-permanent houses;

(iv) gender discrimination index, which measures sex ratio;

(v) average daily male to female wage differential for casual work;

(vi) sanitation and health index, which captures food utilization, the dimension of food security
comprising (un)availability of proper drainage;

(vii) percentage of households with toilets or no toilets, percentage of households with or without
improved drinking water;

(vii) nutrition outcome index, a direct measure of health and nutrition, which is composed of infant
mortality index, underweight children index, and anemic women index; and

(ix) livelihood access index, which is a composite measure that captures the percentage of casual
labor, the percentage of the population living below the poverty line, and the percentage of the

illiteracy in the population.

States such as Orissa, which have high urban poverty, rank low on livelihood access index,
while those with low urban poverty, such as Punjab, have low food access index. The study also
finds that states with high nutrition outcome index (high scores on infant mortality, percentage of
underweight children, and percentage of anemic women) have high ranks (e.g., Bihar) while those
with low scores on the above indicators have low ranks (e.g., Kerala).

Overall, the study finds that states with high food affordability index, low livelihood index,
low housing index, low sanitation and health index, and low nutrition outcome index, have low food
insecurity index (Punjab), compared with those that perform poor on the indices (e.g., Orissa and
Bihar). Although poverty in general serves as a pointer to food insecurity, education attainment
level, by improving access to livelihood opportunities, mediates between poverty and food
insecurity. Kerala, which is categorized as having a large percentage of poor people like other
Southern India states, performs better on the nutrition outcome index because it has high literacy.
In fact, it is number one in the index, relegating India’s most wealthy state Punjab to number two. It
is worth noting that although the gender discrimination index is one of the measures of food
insecurity in a state, the fact that good performers on the gender discrimination index (e.g., Bihar,
Chhattisgarh, and Orissa) perform poorly on most indices while poor performers (such as Punjab)
performs well on other indices, thereby offsetting the effect of gender discrimination index in the
overall rank on urban food insecurity index. Thus, on average, India’s states have a high gender
discrimination index, an issue that is likely to plague India’s urban food security status in the

foreseeable future.

2.6 Measures of Food Security
The task of establishing determinants of food security is important for policy makers, but equally

vital are the measures of food security. Measurement is vitally important for policy intervention as it
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facilitates the (i) appropriate identification of individuals, households, and sections of the population
that are food insecure; (ii) easier assessment of their shortfall, characterizing the nature of the food
insecurity, and (iii) monitoring of the progress of policy intervention. Several measures of food
security are used (Hadadd 1999) as follows:

Individual food intake. It is the amount of calories, or nutrients, consumed by an individual
in a given time period, usually 24 hours. Data is obtained through observation of the amounts of
food served to each individual plus plate waste (food prepared but not consumed) including
different types of food eaten outside the household and snacks, and recall, which entails asking
individuals to recall food consumed by each individual inside and outside the household plus
shacks. To produce the most direct and accurate measure of food security status of an individual,
this method allows the comparison of food security status among individuals in a household. The
downside of this method includes the need to take measures of food intake repeatedly over seven
non-consecutive days, requires very skilled enumerators, and generates large amount of data that
need to be entered, checked, and aggregated. Little wonder, this method was proved unfeasible in
some locations where it was applied.

Household caloric acquisition. This is used to determine food security status. This refers
to “number of calories, or nutrients, available for consumption by household members over a
defined period of time.” Data are collected by asking the principal individual(s) responsible for
preparing the food to recount the amount of food prepared over a period of time (between 7 and 14
days); deduction is made by taking into account the impact of processing to obtain the total food
consumed in the household. Data are converted into a common unit (kilogram, for instance), after
which they are converted into edible portions after taking account of processing, and quantities are
converted into kilograms using the standard caloric conversions. The upside of this method is that
it produces a crude measure of calorie intake for the household and questions are retrospective,
hence, not susceptible to manipulation by respondents. The downside includes large data set that
demands careful handling during the enumeration and entry processes, requires a lot of
processing, does not produce as good quality results as dietary intake data, it is susceptible to
respondent’s telescoping of food items consumed, which increases source of error. Moreover, it
does capture well data on food consumed outside the household, as well as food waste, but does
not foster comparison of food security status among household members. The task of converting
guantities into calorie intake, though not limited to this measure, is yet another problem that besets
this measure.

Dietary diversity measure. This refers to the different foods an individual eats in a specific
period, taking the form of a simple average of different foods, the sum of the number of different
food groups consumed, sums of the number of different foods within a food group, or a weighted
sum. The upside is that the measure captures changes in an individual’s ‘spectrum’ of foodstuffs

eaten, which is found to increase with the rise in income, questions are easy to pose and response
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is found to be generally good, correlates well with the level of caloric acquisition, and is a good
tracker of seasonal changes in food security. Dietary variety is a good indicator of individual and
household welfare. The downside is that its simple form does not record quantities, it cannot
measure the frequency of consuming certain commodities, nor does this measure if the diets are
adequate or not as to caloric variability.

Indices of households’ coping strategies. This is an index that captures the measures
that individuals take to deal with threats of food shortages. The key individual charged with
preparing and distributing food in the household is asked questions relating to measures
household members take in response to food shortages. The upside is that the measure is easy to
implement; captures aspects of adequacy and vulnerability; and questions are easily understood
by respondents, analysts, and projects designers. The downside is high subjectivity of what
constitutes smaller portions of food, making comparison across households that are drawn from
different socioeconomic background and regions difficult. Additionally, its 'simplicity makes it
relatively straightforward to misreport a household's circumstances', and the need to decide

weights to give to different questions as well as different levels of response (Hadadd 1999).

2.7 Measures of Poverty
Empirical literature on poverty cites Foster, Greer, Thorbecke (FGT) as one of the most used
measures of poverty. However, before FGT was developed, Sen’s measure of poverty laid the

groundwork.

Sen’s poverty measure S(x; z) = H(l + (1-1)Gp) provided the groundbreaking that other measures
used as basis or source of reference, where

S stands for Sen measure,

X is income distribution,

z is the poverty line,

H is the number of people persons or head count ratio,

| is the income gap ratio or normalized income shortfall among the poor, and

Gp is the gini coefficient among the poor.

In the case where there is no income inequality among the poor, then Sen’s measure
becomes HI, which is the poverty gap, while if Gp or income gap among the poor tends toward 1
(one). Drawbacks that emerged during the practical application of Sen’s measures, which ranged
from its inability to show poverty levels as head count ratio does, to the lack of decomposability
across poverty groups, led researchers to instead prefer a much more elaborate but obviously
more costly measure of head count (Foster, Greer, Thorbecke 2010).

Meanwhile, one of the most renowned measures of poverty and inequality is the FGT
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(Foster-Greer-Thorbecke) measure

q

/) ()

i=1

where Z is the poverty line, yi is the ith lowest income (or other standard of living indicator), nis
the total population, q is the number of persons who are poor, and a = 0 is a “poverty aversion”
parameter.

FGT (Foster, Greer, Thorbecke 2010) is based on the normalized gap gi = (z-yi)/z. Whereby
gi is the normalized gap of a poor person; z is the poverty line, and yi is the income of a poor
person i, which is the income shortfall expressed as a share of the poverty line. In the case of gi®
as the measure of individual poverty for a poor person, and O as the respective measure for non-
poor persons, Pa is the average poverty in the given population. The case a = 0 yields a
distribution of individual poverty levels in which each poor person has poverty level 1; the average
across the entire population is simply the headcount ratio PO or H. In other words, if a takes the
value of zero (0), then FGT index measures total the proportion of poor in a given population (in
terms of households , this should imply total number of poor households defined by poverty line in
the total number of households (Boccanfuso and Savard 2001)). Meanwhile, the case a = 1 uses
the normalized gap gi as a poor person’s poverty level, thereby differentiating among the poor, and
the average becomes the poverty gap measure P1 or HI. The case a = 2 squares the normalized
gap and thus weighs the gaps by the gaps; this yields the squared gap measure P2. As a tends to
infinity, the condition of the poorest poor is all that matters. The parameter a is an indicator of
“poverty aversion” in that a person whose normalized gap is twice as large has 2a times the level
of individual poverty.

Alternatively, a is the elasticity of individual poverty with respect to the normalized gap, so
that a 1% increase in the gap of a poor person leads to an a % increase in the individual's poverty
level. The FGT measure, in the main the poverty line and the income level of a poor person, group,
or section of community normalized by the poverty line, has become a useful tool in measuring
poverty and inequality for several reasons. It shows the magnitude of income shortfall among the
poor, hence, portraying the degree of inequality; it can be used to gauge average poverty and head
count ratio of poor people; helps in identifying various subgroups among the poor, and how each
contributes to overall poverty; it fosters analysis of distribution of poverty among poor groups; and
it can serve as a measure of poverty dynamics over time, which makes it an important measure in
evaluating the impact of an intervention program on the extent and depth of poverty as well as

distribution in the population. Thanks to its axiomatic characteristics of additive decomposability™*

11 Poverty is a normalized weighted aggregation of shortfalls, in other words, aggregate poverty can be decomposed within and between any
arbitrarily defined population subgroups.
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and subgroup consistency,’? hence, in line with Sen’s axioms of aggregation of poverty, transfer
axiom®™ FGT has been used as a measure of the dynamics of poverty in a household, community,

region, and country over time.

2.8 Empirical Research Findings on the Impact of Rising Food Prices on Poverty

Simler (2010) finds that even in a country such as Uganda, which has diverse staple food crops
that differ by region as well as natural protection from the international prices (as a result of
landlocked geographical location), rising food prices have had adverse effects on poor households
that are, in general, net buyers of food staples in both rural and urban areas, even under conditions
of relative food self-sufficiency. Thus, increase in food prices, which occurred since 2006, have
caused welfare losses to poor households wherever they are located, whether in rural or in urban
areas. Disaggregating food crops and regions, based on the relative importance of each staple
crop in each region, makes possible a better analysis of the impact of a hike in price in food crops
on each region of the country. It also produces a better overall picture of the impact of general
increase in various staples in the country.

Timmer (2008) notes that simultaneous achievement of food security and poverty reduction
is only possible through a three-pronged economic strategy that involves fostering rapid economic
growth, poverty reduction through rural economic growth, and price stability. Indonesia is one of
the countries in Asia that achieved fast reduction of poverty during 1975-1995. This was
attributable to largely improving food security and reducing poverty by “linking market-led economic
growth to interventions that improve food security at the household and national levels” (Timmer
2008). The country developed a coherent macro-food policy that established a link between food
security and economic growth in rural areas by promoting rapid economic growth, poverty
reduction, and maintaining the stability of the food price system. Higher stability of the food crops
sector, according to Timmer (2008), fosters faster economic growth by reducing “signal extraction
problems, lengthening the investment horizon, and reducing political stability.” Meanwhile, stability
augurs well for faster equity and poverty reduction by shielding the poor from shocks in food prices
and availability.

Moreover, higher equity contributes to high investment in human capital in the economy in
general and in rural areas in particular, which in turn accelerates long-run economic growth. By
adopting a macro-level perspective, food policy fostered an integration of food security at the
household level and national food markets, which contributed to registering high macroeconomic
growth, poverty reduction, and higher living standards of the general public. Indonesia pursued a
pro-poor economic growth during the high economic growth period of 1975-1995, which was

characterized by the following: maintaining stable rice prices through price direct support (selling

12 Requires that poverty should increase if income of poor falls.
13 If income is transferred from the more poor to the less poor, then poverty increases.
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subsidized rice to markets through open market operations, increasing rice supplies by destocking
and importing rice when prices showed tendency to rise above prices set by the government, and
setting minimum and maximum prices for rice at the farm and retailer level, respectively); providing
rice to civil servants, members of the police, and military establishments; reducing market demand
and hence the spot price of rice; providing subsidized credit through various directed credit
programs, which were aimed at reducing the cost of production for rice farmers through lower cost
of farm inputs (fertilizer, agricultural machinery, high-yielding seed varieties, and agricultural
extension services);expansion and maintenance of irrigation and road infrastructure; and various

endeavors to expand rice growing on outer Java islands (Ssenyonga and Prabowo 2004).
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CHAPTER lll. FOOD SECURITY AND AGRICULTURE POLICIES IN INDONESIA

3.1 Overview of Developments in Food Security in Indonesia

In 1996, Indonesia joined the World Food Summit and became a signatory to a commitment to
achieve the Millennium Development Goals (MDGs), which entail halving the number of people
living below US$1 purchasing power parity (PPP) and the number of people suffering from hunger
by 2015. Responding to calls to achieve the goals, Indonesia is actively developing the food
security status for its citizens.

According to the World Bank in 1996, the definition of food security is: “Access by all people
at all times to enough food for an active, healthy life.” Meanwhile, the definition of food security
adopted during the Plan of Action of the World Food Summit held in Rome in November 1996,
considers that “Food security exists when all people at all times have physical and economic
access to sufficient, safe and nutritious food to meet their dietary needs and food preferences for
an active and healthy life” (Wardani et al. 2009). To actualize the concept and definition from the
two institutions, Indonesia in 1996 formalized Food Law No. 7, which states that Food Security is a
condition when all people in the households have sufficient food at all times, represented as
sufficient quantity and quality of food in safe and achievable conditions. The national definition
implies that food security in Indonesia has three main pillars: food availability, food access, and
food utilization. In short, the three pillars are interconnected and interdependent. To attain food
security, the three pillars must be fulfilled.

According to Food Law No. 7 1996, food availability is the physical presence of food in the
area of concern through all forms of domestic production, commercial imports, and food aid (FSVA
of Indonesia 2009 in the World Food Programme). Food availability is determined by food
production in the area, traded food brought into the area through market mechanisms, stock held
by traders and in government reserves, and transfers by the government and/or food aid agencies.
Food availability may be aggregated at the national, regional, district, or community level. Food
access is a household’s ability to acquire adequate amounts of food, through one or a combination
of own home production and stocks, purchases, barter, gifts, borrowing, and food aid. Food may be
available in the area but may not be accessible to certain households if they cannot acquire a
sufficient quantity or diversity of food through these mechanisms. Food utilization refers to
households’ use of the food to which they have access, and individuals’ ability to absorb and
metabolize the nutrients—the conversion efficiency of the body. Food utilization includes the way in
which food is stored, processed, and prepared, including water and cooking fuel used, and hygiene
conditions, feeding practices (particularly for individuals with special food needs), the sharing of
food within the household according to the needs (growth, pregnancy, lactation, etc.), and the

health status of each household member.
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Nonetheless, sufficient food availability does not preclude the likelihood that some people
experience food shortages amidst plenty. In other words, despite sufficient availability of food
supplies, many people suffer from hunger due to their inability to have access to the available food.
This phenomenon is referred to as the hunger paradox. In short, a food security approach that
focuses on only food availability fails to sustain food security in some countries (Simatupang 1999,
as cited from Wardani et al. 2009). Moreover, sufficient national-level and regional food production
and availability do not guarantee food security at household and individual levels. Food may be
available and accessible but certain household members may not benefit fully if they do not receive
an adequate share of the food in terms of quantity and diversity, or if their bodies are unable to
absorb food because of poor food preparation or sickness.

It can be said that achieving food security is not an easy feat, especially given Indonesia’s
large population (237 million), which is compounded by its diverse geographical, climatic,
socioeconomic, and cultural conditions. If we take a look at some indicators of food security in
Indonesia shown in Table 1, it can be said that an average Indonesian continues to depend heavily
on rice consumption. During 2005-2007, rice consumption stood at 48.5 percent of dietary energy
supply, a decrease from 51.1 percent during 2000-2002. Meanwhile, refined sugar shows an
upward trend during 1990-2007, standing at 3.4 percent of dietary energy supply in 2007, higher
than the 2.9 percent in 2000-2002. Maize flour still plays an important role in consumption,
contributing 7.4 percent to dietary energy supply (DES) in 2005-2007, slightly lower than the 8.0
percent in 2002—2005 and 9.1 percent during 1995-1997. Meanwhile, palm oil has shown an
upward trend from 2.7 percent in 1995-1997 to 2.9 percent in 2000—2002. Wheat, which is largely
imported, contributed 5.9 percent to dietary energy supply during 2005-2007, higher than the 5.1
percent in 2002—2005. Overall, although the contribution of cereals and tubers to dietary energy
supply decreased during 2005-2007 to 69 percent (DES), they continue to be the main source of
dietary energy for Indonesians at 71.5 percent during 2000—-2002 and 72.5 percent during 1995—
1997. Meanwhile, oils and fats, contributed to DES the following: 8.4 percent (2005-2007), 6.8
percent (2000-2002), and 6.5 percent (1995-1997).
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Figure 5. Average Consumption of Proteins per Capita by Group of Foodstuffs, 1999-2009
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As to food staple production to consumption ratio, Indonesia produced 108.4 percent
(2005-2007), 101.8 percent (2000-2002), 102.1 percent (1995-1997), and 105.7 percent (1990—
1992) of the milled rice consumed by its population. Meanwhile, the production to consumption
ratio of maize remains unchanged at 102 percent during 1990-1992 and 2005-2007. As to refined
sugar, Indonesia has experienced a decrease in production to consumption ratio during 2000—
2002 compared with the 1990-1992 period, at 92.6 percent and 100.8 percent, respectively.
Deterioration continues during the 2000-2002 period when the ratio dropped to 69 percent.
However, production to consumption ratio improved in 2005-2007 reaching 85.5 percent.
Indonesia is the world’s number one producer of palm oil, a fact borne by the product’s high
production to consumption ratio (in percent) which registered a successive increase of 560.6
percent (1990-1992), 894.8 percent (1995-1997), 1,290.3 percent (2000-2002), and 1,960.4
percent (2005-2007). As to components of dietary energy supply, Indonesia has shown an
increase in the consumption of calories, proteins, and fats during 1990-2007. The minimum dietary
requirement rose successively from 1,760 kilocalories (kcal) per person per day during 1990-1992
to 1,780 during 1995-1997; and then from 1,800 kcal per person per day during 2000-2002 to
1,810 during 2005-2007. The same applies to average dietary requirements, which showed an
upward trend in kcal per person per day from 2,240 (1990-1992), 2,270 (1995-1997), 2,300
(2000-2002), to 2,310 (2005—-2007).

Indonesians are consuming an increasing amount of fruits, legumes, eggs, processed food
items, milk and meat, and other consumption foods. However, while figures for cereals (rice)
consumption showed a remarkable and understandable stability, consumption of fish, meat, eggs,

milk, and fruits depicted slight variations over time (see Figure 6). Thus, sustaining the

34



improvement in dietary diversity and quality constitutes one of the major challenges Indonesia

faces in its attempt to achieve sustainable food security for all.

Table 1. Food Deprivation and Consumption, Indonesia
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Source: FAO (2010), Country Profile: Food Security Indicators, Indonesia.

As to the components of dietary energy supply, Indonesia showed an increase in the
consumption of calories, proteins, and fats during 1990-2007. The minimum dietary requirements
rose successively from 1,760 kcal (1990-1992) and 1,780 kcal (1995-1997) per person per day to
1,800 kcal (2000-2002) and 1,810 kcal (2005-2007) per person per day. The same applies to
average dietary requirements, which showed an upward trend in kilocalories per person per day
from 2,240 (1995-1997), 2,270 (1990-1992), 2,300 (2000-2002) to 2310 kcal (2005-2007).
Similarly, an upward trend was registered in the contribution of proteins and fats to dietary energy
supply. In 1990-1992, their DES was 2,390 kcal per person per day. By 1995-1997, it had reached
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2,570 kcal per person per day. Despite a slight decrease in 2000-2002 attributable to the 1997—
1998 economic crisis, by 2005-2007, the value had rebounded to 2,540 kical per person per day.

In the same vein, an upward trend has been registered in the contribution of proteins and
fats to dietary energy supply. During 1990-1992, the DES was 2,390 kcal per person per day; by
1995-1997, it had reached 2,570 kcal per person per day. Despite a slight decrease during 2000—
2002 attributable to the 1997-1998 economic crises, by 2005-2007, the value had rebounded to
2,540 kcal per person per day.

Figure 6. Average Calories Consumption per Capita, 1999-2009, kilocalories
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Source of data: Badan Pusat Statistik (BPS), Indonesia, various years.

Indonesians are consuming increasing amounts of proteins and fats. This is attributable to
improvement in living standards. Nonetheless, carbohydrates continue to dominate Indonesian
diet, followed by fats, and lastly proteins. However, as is the case with other countries, Indonesians
are consuming a decreasing amount of carbohydrates over time as they increase the consumption

of fats and proteins, pointing to an improvement in the standard of living over time.
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Figure 7. Average Protein Consumption per Capita per Day (in grams), Indonesia, 1999-2009
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Indonesia still has a high level of undernourishment, which hovered at 29.9 million (13%) of
the population in 2005-2007. Except during 2000-2002, which saw a dramatic increase in the
level of undernourishment to 30.4 million (15% of the population), thereby reversing gains made
during 1995-1997 when undernourishment dropped to just 22 million (11%), the trend in the
percentage of undernourished Indonesians has been generally downward. Thus, in terms of
number of people involved, Indonesia still faces a big challenge to reduce it at a time when the
economy is growing slowly, which continues to undermine efforts to create employment
opportunities that would generate income and thus reduce undernourishment.

There is an interconnection between income per capita and achieving food security, that is,
higher income per capita of people/household will lead to higher food security. It does not mean
that higher-income groups will spend a greater proportion of their income on food. In Indonesia, the
rising standard of living associated with high incomes has led to a decrease in per capita

expenditure on food items and an increase in average nonfood expenditure (see Figure 8).
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Figure 8. Developments in Average Expenditure on Food and Nonfood Items, Indonesia,
1999-2009
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Figure 9. Developments in Average Household Consumption, by Category of Household
Income, Indonesia, 1999-2009
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This is well reflected in statistics on expenditure on food by income group (Figure 9). The
highest income earners (20% highest income earning class) consume almost twice as the lowest

40 percent, with the trend worsening over time for the latter group.

3.2 The Food Security Status in Indonesia

According to Food Insecurity Atlas (FIA), food insecurity can be chronic or transitory. Chronic food
insecurity is a long-term or persistent inability to meet minimum food requirements and is usually
associated with structural, underlying contextual factors that do not change quickly, such as local

climate, soil type, local governance system, public infrastructure, land tenure, inter-ethnic relations,
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education level, and others. Transitory food insecurity, on the other hand, is a short-term or
temporary inability to meet minimum food requirements, which is mostly associated with dynamic
factors that can change quickly such as infectious diseases, natural disasters, displacement,
change of market functioning, level of indebtedness, migration, and others. Repeated transitory
food insecurity can lead to the depletion of a household’s livelihood, degraded resilience, and
chronic food insecurity (FSVA Indonesia 2009).

Since then, two food security maps for Indonesia have been developed—one for 2006 and
another for 2009 (the latest). Indicators selected for the Food Security and Vulnerability Atlas
(FSVA) relate to three food security pillars, based on their interrelation as indicated in the Food and
Nutrition Security Conceptual Framework, and depending on data availability at the district level of

Indonesia. Indicators used for the FSVA are presented in Table 2.

Table 2. Indicators Used for the Food Security and Vulnerability,
Atlas of Indonesia, 2009
Indicator Definition and Computation Data Source

Food Availability

Per capita normative - District level triennium average (2005-2007) net production of ~ Provincial and

consumption to net rice and maize was first calculated by using standard conversion District Food

‘rice + maize + factors. For cassava and sweet potato, production was divided by three  Security Offices

cassava + sweet (cereal equivalent factors) to transform it into a cereal equivalent. Total ~ (2005-2007

potato' availability ratio  cereal production available for human consumption was then data)
calculated.

- Per capita daily net cereal availability was then computed by

dividing the total district cereal availability by its population (population

data for mid-2006).

- Net import and trade of cereal were not considered, as data at

the district level was not available.

- Normative cereal consumption/capita/day was taken as 300

grams/person/day.

- The ratio of per capita normative consumption to per capita

net cereal availability was computed. Ratio from ‘1’ and above shows

food deficit area while less than ‘1’ indicates a cereal surplus area.
Access to Food and Livelihoods

Percentage of people The Indonesian rupiah value of the monthly per capita expenditure Data and
below poverty line required to fulfill a minimum standard of food and nonfood basic information on
consumption. The national poverty line is defined as the Purchasing poverty, BPS
Power Parity (PPP) US$1.55 per person per day. 2007, Book 2:
District
Percentage of villages  Percentage of villages whose inter-village roads are not accessible by PODES (Village
with inadequate four-wheel vehicles. Potential Survey)
connectivity 2008, BPS
Percentage of Percentage of households that do not have access to electricity from SUSENAS
households without state and/or non-state sources, namely generators. (National Socio-
access to electricity Economic
Survey) 2007,
BPS

Food Utilization
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Life expectancy at birth

Children underweight

Female illiteracy

Percentage of
households without
access to improved
drinking water

Percentage of
households living more
than 5 km away from
health facilities

The average number of years that a newborn infant would live if the
mortality pattern at the time of birth prevails throughout the child’s life.

Children under five whose weights are less than the -2 Standard
Deviation (-2 SD) from their age and gender-specific reference weights
(2005 WHO Standards)

Percent of females above 15 years old who cannot read or write.

Percentage of households that do not have access to tap water,
protected wells/bore holes, or protected spring water.

Percentage of households whose place of residence is located more
than 5 km from a health facility (hospital, clinic, community health
center, doctor, nurse, trained midwife, paramedic, etc.).

Vulnerability to Transient Food Insecurity

Natural disasters

Rainfall deviation

Percentage of
damaged area
Deforestation

Natural disasters that occurred in Indonesia between 2000 and 2007
and the estimated damage they caused.

1. Annual average rainfall in last 10 years (1997-1998 to 2007—-
2008) during dry and rainy season was first computed.
2. The percent difference between 10 years average and the 30

years normal average (1971-2000) was then calculated.
Percentage of paddy area damaged by drought, flood, pest infestation
Deforestation is the change of land cover from forest type to non-forest

type. Deforestation rate is based on the analysis of Landsat satellite
imagery during 2002/2003 and 2005/2006.

Source: Food Security Atlas, Indonesia, 2009

SUSENAS
(National Socio-
Economic
Survey) 2007,
BPS
RISKESDAS
(Basic Health
Research) 2007,
Ministry of Health
SUSENAS
(National Socio-
Economic
Survey) 2007,
BPS

SUSENAS
(National Socio-
Economic
Survey) 2007,
BPS
RISKESDAS
(Basic Health
Research) 2007,
Ministry of Health

National Disaster
Management
Agency (BNPB),
2009
Meteorological,
Climatology and
Geo physic
Agency (BMKG)
2008

Ministry of
Agriculture, 2008
Deforestation
Calculation in
Indonesia 2008,
Ministry of
Forestry

Using 13 indicators, the FSVA was developed by using 9 chronic and 4 transitory food

insecurity indicators to draw the food security map. The latest map (2009) is presented in Figure

10.
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Figure 10. Food Security Map of Indonesia

Source: Food Security Atlas, Indonesia, 2009

The map shows that Indonesia experiences food insecurity in relative terms. In 2009, the
National Food Security Agency and the Provincial Food Security Office, using the FSVA map,
identified 100 priority districts based on their lowest composite food security index. The 100
districts are depicted in dark red shades (Priority 1), red shades (Priority 2), and light red shades
(Priority 3). The darker shades imply districts that need higher priority in handling food insecurity
problems and in improving food security.

It is apparent from the map that many districts in Eastern Indonesia have dark red shades,
11 of which are in Papua Province, 6 in East Nusa Tenggara, and 5 in West Papua Province.
Meanwhile, provinces that fall into Priority No. 2 or in the red shades include 30 districts in West
Kalimantan Province (7 districts), East Nusa Tenggara Province (5 districts), Nangroe Aceh
Darussalam Province (4 districts), and Papua Province (3 districts). Lastly, areas that fall into
priority No. 3 or in light red shades are mostly located in central Kalimantan Province (6 districts),
followed by central Sulawesi Province (5 districts), and West Nusa Tenggara Province (4 districts).

It can be generally inferred that regions with “red color” shades on the map need serious
attention as they face severe food insecurity and vulnerability. In that regard, the Government of
Indonesia should implement concrete and urgent programs to redress food insecurity programs in
those areas. Moreover, most of the regions in “red color” have several problems that compound
food insecurity, such as low access to food and livelihood, high poverty incidence, low electricity
access rate, poor health and nutritional conditions (including low access to clean water and high
malnutrition), and a high female illiteracy rate. Thus, efforts to ensure food security for all should
also be implemented in areas that have green shades, which indicate better food security. Such
areas as well need attention in maintaining and enhancing food production and availability,

infrastructure, and water-related issues, which are vital for sustaining food security.
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Based on the map, at the macro level, DKI Jakarta and DI Yogyakarta are classified as
Priority 6 (DKI Jakarta) and Priority 5 (Yogyakarta), respectively. This implies that both regions are
not included in the areas that face food vulnerability in Indonesia. Nonetheless, the findings we
have obtained in this research underscore the importance of taking a harder look beyond the
aggregate/macro level, to determine the state of affairs that affect various households that fall into
the underprivileged in both urban and rural areas. Indeed, findings show that there is more than
meets the eye regarding food security as seen from the vantage of household compaosition, social
economic status, and source of livelihood. The detailed analysis of the study will be provided in
Chapter 5.

3.3 National Food Security and Agriculture Policies in Indonesia

According to Wardani et al. (2009), the Government of Indonesia has implemented several policies
on food security, which are integrated into the agriculture sector policies. Wardani et al. (2009)
classify food security policies into two groups: those implemented during 1945-2005 and those
that were implemented beyond 2005. One of the most significant turning points in the food security
policy in Indonesia occurred in 1998 and after. This is because 1998 was the year when the
Indonesian government embarked on a new phase of economic liberalization policies in various
sectors of the economy including agriculture, which were driven by the need to stimulate economic
recovery in the aftermath of the 1997-1998 economic crisis, through better fiscal discipline
(increasing government revenue while at the same time reducing government expenditure);
increasing exports; allowing market mechanisms to determine the exchange rate of Rupiah against
other convertible currencies, thereby reducing the possibility of misalignment of prices of tradables;
and accelerating privatization by divesting certain government investments. Nonetheless, since
2003, economic liberalization efforts have shown the tendency of striking a balance between full-
fledged economic liberalization and revitalizing state intervention. The following is a summary of

the various policies implemented by the Government of Indonesia.

3.3.1 Food Security Policies in Indonesia: An Overview (1945-2005)
Food security policy, previously known as food policy, came into being long before the country
regained its independence. In general, politics has played a key role on food policy in Indonesia.
The Dutch colonial government put great emphasis on the need to maintain low prices for
foodstuffs, with the aim of maintaining low wages for local workers. During the Sukarno regime,
goals of food policy were in line with the political policy implemented by the administration of
President Soekarno. Food policy stressed the spirit of nationalism and the unity of the country by
providing monthly incentives in the form of food to civil servants and to military personnel.

Food policy during the New Order regime under President Suharto was not inseparable

from political policy and, in some respects, was a continuation of that established by his
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predecessor. The food self-sufficiency program that got underway at the onset of the New Order
regime (1970s) was implemented through the provision of food incentives (rice) to civil servants
and to military personnel. The political undertones of the food policy could not be indicated any
better than by the fact that the provision of food incentives concurred with the first election
conducted by the New Order. This underscored the strong connection between food policy and
political policy.

Another element of food policy during the Suharto administration was the establishment of
a national logistics agency, the Badan Usaha Logistik or Bulog. Bulog was entrusted with the task
of managing national food supplies and logistics. The objectives of the agency included
maintaining food security through two mechanisms: price stabilization and monthly food incentives
to civil servants and the military personnel. Bulog was responsible for ensuring the price stability of
rice by setting its domestic price higher than that of the international rice (Timmer 2002). However,
the function of Bulog as a special body responsible for executing food policy was undermined by
political interests. Collusion and corruption encroached on the agency, which affected its activities.
According to Simatupang (1999), “Bulog was a money and political machine for the Suharto
regime.”

In the middle of the Suharto administration, the role of Bulog was widened. It was given the
role of controller of prices of several other commodities, including sugar, wheat, corn, soy beans,
and others. The status of food security, at least gauged by rice self-sufficiency, was in general
good, thanks to several factors. On the production of foodstuffs, the Suharto regime, through its
multifaceted directed credit program policy that came into being since late 1960s, created
conditions that fostered a vibrant rice production policy, which was tailored toward meeting rice
demand in general for the urban areas to placate organized labor and the civil servants, the
powerful military, and the police. The role played by direct government programs in fostering
change in farming practices by farmers, from traditional to better ones suited to high-yielding
varieties (HYVs), output is no longer debatable. Commenced in the late 1960s, targeted credit
programs under various names have made headway in agricultural development; hence have been
a vital element in extricating millions of people from abject poverty. It is through the provision of
targeted credit that farmers were able to secure good quality seeds, fertilizers, fungicides, working
capital, as well as irrigation and infrastructure construction and maintenance . More employment
opportunities have been generated and higher incomes have been realized, which led to higher
demand for all types of goods, consumer and producer alike. The use of better inputs induced
increases in land productivity, which increased the demand for labor, resulted in better resource
mixes, and generated more investment in land ( Ssenyonga, 2003') .

Thus, despite the drawbacks of directed credit programs that included, among others, huge

14 Ssenyonga, M., 2003. Analysis of the Contribution of the Commercial Bank Credit toward the Performance of the
Agricultural Sector in Indonesia, unpolished dissertation, Graduate Studies Program, Gadjah University
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resources misallocations, high default rates on credit programs, inefficiency of the government
bureaucrats, lower-than-expected increases in productivity, and the irrelevance of such programs
in times of economic liberalization and global markets, there is little doubt that, through the rice
intensification programs, the level of personal savings increased and funds for investment in other
sectors of the economy became available. Thus, it could be argued that direct government
intervention in credit provision, by easing the credit constraint facing small farmers, opened new
frontiers by making it possible to achieve higher consumer surplus, which was saved to become
the source for investment in other sectors of the economy. The reduction of the credit constraint,
which had been a key obstacle to land improvement efforts, unleashed the potential for higher
factor productivity. The consequence was increased output. With higher agricultural output,
farmers’ incomes soared, enabling them to hire more labor, undertake more investment in farm
buildings, and acquire agricultural machinery and livestock. The food security problem in
Indonesia, for example, was overcome temporarily in 1984 when Indonesia achieved food self-
reliance, albeit temporarily as it turned out.

Nonetheless, problems that emanated from direct credit programs in the long run, coupled
with the advent of the 1997/1998 economic crisis, created conditions that led to initially watering
down and gradually eliminating most credit programs in the agricultural sector. Since late 1970s,
the Indonesian government embarked on measures to redress the situation by allowing the
increased role of the market. Such policies were tailored toward stimulating the development of the
financial sector, which would thereby remove the necessity for any further state intervention in the
workings of the market to secure credit to priority sectors. Such policies encompassed the
liberalization of the financial sector, which begun with the 1978 devaluation, followed by successive
deregulation policies in 1983, 1988 and 1990, 1992, 1998, and 1999. Such financial sector reforms
cleared most hurdles that obstructed competitive operations in the sector. Interest rate on non-
priority loans and deposits became the responsibility of financial institutions, which immensely
leveled the playing field. The scrapping of 32 out 36 priority programs in 1990 meant that the
degree to which financial institutions were obliged to have assets on their portfolios that were not of
their liking was considerably reduced.

Nonetheless, some liberalization measures effected during Suharto’s regime were, to some
extent, undermined by the resurgence of the dominance of state-owned banks in the credit market,
which in effect reduced the impact of the reforms. Thus, it can be said that, in some cases, the
scrapping of old measures led to the incarnation of new but more subtle ones. This was evidenced
by the imposition on national commercial banks to extend a minimum of 20 percent of their loans to
small and medium-sized firms, while foreign banks were obliged to extend 50 percent of any
increase in their loan portfolios to export activities. In light of that, government meddling in the
credit market continued beyond the interest rate deregulation of the early and late 1980s, though

on a reduced scale. Paradoxically, such reforms that were lauded as monumental for the
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development of the financial sector increased the importance of state involvement in ensuring the
provision of credit to sectors that are customarily considered risky. The necessity of such credit
programs was vindicated by the relative resilience of the agricultural sector during and in the wake
of the 1997 economic crisis, in contrast to the volatility of manufacturing and financial services
sectors, which were clobbered severely due to their relative higher dependency on the swings of
the free market forces, which in some instances can be wide and unpredictable in magnitude.
While other sectors contracted, the agricultural sector registered an increase in output
paradoxically at the time when most forecasts were projecting immense declines. The foundation
of the economy is being re-evaluated. A number of “small-scale entrepreneurs transferred their
funds from other enterprises to those involved in agribusiness projects,” as the prospects of the
latter are better.

Even more encouraging for those involved in agriculture was the fact that the performance
of credit institutions that work outside commercial banking guidelines and principles far exceeded
that of the latter by a large margin. This is very true for rural financial institutions that do not rely so
heavily on borrowings and capital from external sources (Reille and Gallman 1998). This is
evidenced by the better performance of (Bank Rakyat Indonesia) BRI or Indonesia National Bank
units, which registered an excess liquidity of Rp10 trillion, which contrasted with the disastrous
performance of Kredit Usaha Terpadu (KUT) or Sinergy Business Credit, Kredit Kopersi Unit Desa
(KKUD) or Village Unit Cooperation Credit, Kredit Kepada Koperasi Primer (KKPA) or Primary
Credit for Cooperation programs, which incurred 31 percent, 18 percent, and 13percent arrears,
respectively, by July 1998 Nonetheless, credit disbursement to agriculture, showed signs of
increasing in the short-term in the immediate aftermath of the 1997 economic crisis, seemed to
return to its former patterns and trends in favor of trade and industry ( Ssenyonga 2003).

Perhaps it was not surprising that the beginning of the Habibie administration and
Megawati’s presidency maintained the restrictions that the IMF had imposed on Bulog during the
last days of Suharto’s regime, such as, among others, limited to stabilizing the price of rice in the
domestic market. However, the administration of President Abdulrahman Wahid provided some
headway in revamping the Bulog as a food supply and logistics management agency (supply,
control, and distribution). Directed credit programs were renamed food security credit programs as
a way to ensure that they did not violate World Trade Organization (WTO) protocols. The same
pattern was seen during President Megawati’'s administration. Food policy during the reform era
can be construed from Presidential Decree No. 132/2001 establishing the National Food Security
Council. This presidential decree was renewed through Presidential Regulation No. 88, 2006 under
the administration of President Susilo Bambang Yudoyono. In general, the pattern of food policy or
food security policy from the New Order era up to the present administration can be seen in Table
3.
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Table 3. Food Policy in Indonesia, 1945-2009

Order Administration Policy Description
Regime
Old Order President Sukarno |Rice self- sufficiency [The establishment of BAMA or Yayasan Bahan Makanan
(1952-1956) through Program (Food Material Foundation)
Kesejahteraan 'The establishment of YUBM or Yayasan Urusan Bahan
Kasimo (Minister) Makanan (Foodstuffs Affairs Foundation)
Kasimo Welfare
Program)
Old Order President Sukarno [Rice self- sufficiency [Establishment in 1956 of YBPP or Yayasan Badan
Government (1956-1964) through Program Pembelian Padi (Rice Purchase Foundation)
Sentra Padi (Rice 1963: Corn Substitution
Centers Program) 1964: Peraturan Pemerintah (Government Regulation) No.
3—Foodstuffs Board*
1964: Bimas or Mass demonstration and “Panca Usaha”
Tani (three-pillar farming enterprise)
Transitional 1996: Komando Logistik Nasional (KOLOGNAS) or National
administration Logistic Command
1965-1967 1967: KOLOGNAS disbanded.
1967: 14/05, Badan Urusan Logistik (Bulog) established and
served as the sole rice purchasing agency (based on
Presidential Regulation No. 114/U/KEP/1967).
New Order Soeharto’s Repelita [Rice self-sufficiency [1969: Additional task of Bulog: (National Food Buffer Stock
Government or Rencana Management) — and the use of national food surplus as food
Pembangunan security standard.
Lima Tahun 1 Commencement of directed credit programs that provided
& 2 (Five-Year cheap credit to farmers to grow rice and other basic
Development Plan) commodities until late 1980s. The credit programs injected
1969-1979 funds for the construction, extension, and maintenance of
irrigation channels; financed farm inputs (seeds, fertilizers,
fungicides; agricultural tools and machinery, planting, and
harvesting costs); and provided agricultural extension
service. The directed credit programs, despite many
drawbacks that surrounded their operations, are in part
credited for enabling Indonesia to achieve rice self-
sufficiency in 1984.
1971: Additional task of Bulog as importer of sugar and
wheat
1973: Serikat Petani Indonesia or Indonesian Farmers
IAssociation established.
1974: Additional task of Bulog: to ensure provision of meat to
Jakarta
1977: Additional task of Bulog: control of soybeans imports.
1978: Determination of recommended price of corn, soy
beans, peanuts, and green beans.
New order Soeharto’s Repelita [Rice self- sufficiency [1978: Keppres (Presidential Decree) 39/1978, the restoration
or Rencana of Bulog’s task as the agency controlling the price of husk
Pembangunan rice, rice, wheat flour, sugar, etc.
Lima Tahun 3 1984: Received a medal from FAO for the achievement of
& 4 (Five-Year rice self-sufficiency.
Development Plan)
1979-1989
New Order Soeharto’s Repelita [Rice self sufficiency [1995: Bulog’s officials awarded Civil servant status
or Rencana 1997: Change of Bulog’s function to control only rice and
Pembangunan sugar.

Lima Tahun 5, 6
and 7 (Five-Year

Development Plan)

1998: Narrowing down of Bulog’s role as rice price controlling
agent.
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1989-1998

‘Reformation’
transition

Habibie
1998/1999

Rice self-sufficiency

1998/1999: selling of IPTN (National Aircraft Industry),
aircrafts paid with Thai rice.

‘Reformation’
transition

A. Wahid
1999/2000

Rice self- sufficiency

2000: Enhancement of Bulog'’s task in rice management
(supply, distribution, and price control)

Reformation

Megawati
2000/2004

Rice self-sufficiency

2003: Dissolving of Bulog as a non-department body ,
operating entirely based on directives and funding of the
government. Based on Act 7/2003, Bulog became a PP
BULOG, a state-owned enterprise charged with ensuring the
stability of prices of basic food commodities, especially rice,
through making necessary imports, selling rice to markets
when prices are above a predetermined level (operasi
pasar), and buying rice at predetermined prices from farmers
during harvest to reduce the drop in rice prices that would
occur during harvest periods; importing rice when needed
along with other private importers determined by the
government; maintaining rice stocks to serve as buffers to
support stable prices of basic foods in general and rice in
particular. However, Bulog as a PP Bulog became an
autonomous state-owned enterprise, which had to generate
profits from its operations, and form joint ventures when it
deemed suitable. Bulog could no longer rely on funds from
the national budget, which used to be the main source of
funds it used to purchase rice from farmers at predetermined
prices, maintain sufficient rice stocks to serve as a buffer
whenever rice prices went beyond certain levels; and
conduct market ‘operations’

2004: No-Option Strategy except rice self- sufficiency

Reformation

S. Bambang
'Yudoyono (SBY)
(2004-20009)

Agricultural
revitalization

2005: Agricultural revitalization—

Enhanced commitment to increase the contribution of
agricultural output to GDP, reorient agriculture toward
agribusiness with the aim of exploiting and reaping the
benefits of inherent forward and backward linkages between
agricultural sector, processing, and manufacturing industry.
Other benefits expected from the new policy include
increased absorption of labor thereby contributing to the
creation of job opportunities, and attendant income
generation. Enable the country to achieve self-sufficiency in
rice, corn, legumes, and vegetables.

Revitalization of Bulog'’s role in ensuring stable prices for key
staple commodities that include rice, edible oil, legumes.
Implementation of various credit programs, though not
specifically targeted to the agricultural sector as was the case
during Suharto’s New Era regime. Thus, the focus of food
policy since 2005 is to reduce dependency on rice
consumption by diversifying to other food crops such as roots
and tubers such as corn, cassava, protein-rich foods, fruits
and vegetables, oils and fats, among others; increasing the
quantity and quality of food crops, horticultural crops,
livestock, fisheries; increasing the safety of fresh foods;
strengthening farmers’ institutional capacity such as farmer
groups, increasing the value-added of food crops by adopting
technology and improving downstream agri-based
industries. Bulog'’s role in food policy is gradually being
revitalized, albeit within the WTO framework of ensuring food
security. This encompasses buying husked rice at set prices,
providing storage of rice purchases to serve as buffer stocks

to support its market operations program; the main importer
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of rice in case of shortage in the domestic market, purchases
other commodities on the basic commodity list (maize,
beans, sugar); Bulog has been given the role of selling 363,
000 tons of sugar produced by state-owned enterprises PT.
Perkebunan Nusantara (PTPN) or Indonesian Plantation
Corporation as well as PT. Rajawali Nusantara Indonesia
(PT. RNI), an Indonesian private corporation in mining , for
example, and so on.

Sources: Maers (1984) and Lassa (2005), http://www.bulog.co.id/ppbulog_v2.php; and (Wardani et al. 2009)

3.3.2 Food Security Policy during the ‘Reform’ Era (2000 and beyond)

During President Megawati’s administration, the government initiated the rice self-sufficiency policy
by revitalizing the role of Bulog. The rice self-sufficiency policy was strengthened by the
establishment of the National Food Security Council through Presidential Decree No. 132 in 2001.
The policy was continued by the administration of President Susilo Bambang Yudoyono through
Presidential Regulation No. 88 in 2006, with the following tasks: formulate a policy tailored to
achieving national food security and carry out evaluation and control to achieve national food
security. In general, the National Food Security Council was given the task of assisting the
President in preparing a policy on food supply, distribution, stock, and diversification and in
formulating solutions for malnutrition problems.

The difference between the roles played by the National Food Security Council during
President Megawati’'s era and under President Susilo Bambang Yudhoyono lies in its
organizational structure. The National Food Security Council under the Megawati administration
was headed by the President with the Minister of Agriculture as her Secretary, with the working
process of the National Food Security Council carried out in a hierarchical manner from the central
government down to the city level. Meanwhile, during President Susilo Bambang Yudhoyono
administration, the National Food Security Council was headed by the President with the Minister
of Agriculture serving as its executive head.

In the beginning of his administration, President Susilo Bambang Yudoyono formulated a
100-day program tailored to promoting agricultural revitalization. The food program had two
components, which were somewhat similar but differed on point of emphasis. These were:
ensuring national food security and nutrition, and improving national food security and nutrition.
The policy on ensuring food security and nutrition was supposed to be implemented in three ways:
to improve food availability, food access, and nutrition quality. It is worth noting that in 2008,
according to sources from the Government of Indonesia, the country, as in 1984, achieved self-
sufficiency in rice, which attests apparently to the success of the food security policy placed during
the Megawati regime and continued with some improvements by the current regime. The current
regime has, to some extent, rescinded the ‘big-bang’ liberalization of the agricultural sector

adopted by Suharto to stave off the economic crisis at the insistence of the International Monetary
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Fund (IMF) in 1998 and continued until 2003. Bulog’s role, although not as extensive as in early
1990s, has regained some of its responsibilities such as importing rice to boost domestic output
(whenever domestic production falls below domestic demand), continuing to stabilize the prices of
food commodities such as rice and edible oil through market operations, and buying rice at the
minimum price set by the government (although no longer a monopoly in this exercise as the
private sector is also allowed to buy rice).

However, Bulog faced hurdles in implementing its duties under the new regime. It ran into
competition with the private sector, which is better financed and has a wider network of
connections in even the most remote locations, adopts flexible operations that enables it to meet
the farmers’ financial needs as and when needed (albeit at extortion rates). Besides, Bulog rice, at
its officially set prices, is sometimes priced higher than those offered by the private sector. Thus,
the regime of liberalized factor markets continued to follow the trajectory set in late 1990s, which
has had the implication that farmers face increasingly higher input prices while at the same time
they have to sell their harvest, at officially determined prices, which are often lower than those in
the markets.

Moreover, rice, being the main staple consumed by most of Indonesia’s 237 million
population, with stable product prices during times of increasingly higher fertilizer and agricultural
machinery prices, undermines the farmers’ terms of trade, making farming a losing economic
proposition. Not surprisingly, with the fear of state reprisals no longer serving as a deterrent, many
farmers decided to stop growing rice for sale, growing just enough for their household
consumption, and putting the remainder of their land to other agricultural commaodities that fetch
better prices in free markets.

The lynchpin of Indonesia’s economic liberalization was rooted in the New Era’s economic
model, which considered attracting foreign investment as an avenue to reduce gaps in savings-
investment, managerial skills, and foreign exchange, which the country faced after years of leftist
Sukarno regime. Act No.1, 1967 on Investment attests to this argument. With free market
proponents at the helm of economic policy, Indonesia braced itself for the managed free market
economic model, which initially concentrated on political social stabilization to deal with social
conflicts that characterized late 1960s and early and mid-1970s, after which it embarked on a state
economic development policy, which at first adopted import substitution in the 1970s until the
early to late 1980s. This was characterized by overvalued exchange rate, high import duties on
manufactured goods but low import duties on inputs and factors of production, quotas on imports of
certain products considered as threats to infant domestic industries, targeted credit programs
tailored toward priority manufacturing and processing sectors, and designated industrial zones,
and so on. Such measures were made possible thanks largely to the windfalls from oil revenues,
which rose to unprecedented levels in the late 1970s.

The array of policies opened Indonesian economy to foreign operators and investors, which
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were considered not only as sources of much-needed FDIs to increase the country’s productive
capacity, enhance human resources development, and much-needed technology and managerial
expertise requisite to boost its competitiveness, but also as a destination for its non-oil exports,
which were increasingly becoming a more reliable source of foreign exchange, provider of
employment opportunities both directly and through backward and forward linkages to the
agricultural and services sectors, respectively. In 1992, the government issued the agriculture
practices improvement law, which not only allowed some farmers to work on land not designated
as priority to grow what they wanted, but for products that responded to market prices. The law
also ensured the production, trading, and importing of seeds and species that boosted agricultural
production in general and husbandry in particular. More liberalization measures were manifested in
the granting of forest and land concessions to foreign operators to grow key crops such as oil
palm, rubber, and other crops in early to mid-1990s.

Equally crucial is the liberalized import of food crops such as fruits, vegetables, milk
powder, and others, which continue to serve as strong disincentive for domestic producers.
Another formidable problem, which faces Indonesia’s food self-sufficiency efforts, is the increasing
volume of land that is converted annually from agricultural purposes to housing, roads, and other
infrastructure and industry uses. The conversion of land is highest in Java-Bali, which is home to
more than 60 percent of Indonesia’s population. The same applies to urban areas compared to
urban areas in general.

In any case, one should not ignore the danger of a slowly but continuing population growth,
which has shown an upward trend since the ouster of Suharto’s regime along with its ‘draconian’
family planning policy that helped curb the increase in the number of mouths to feed. As we write
this section, Indonesia continues to be a net importer of rice, which is the country’s main staple
crop, as well as of Asia and increasingly of Africa, especially West Africa. Considering the country’s
size, Indonesia’s imports affect world rice prices, which have recently been described as thin due
to rising demand, which has not been accompanied with an increase in output. This implies that
any sizable change in the imports of such large importers as Indonesia is likely to have a large
impact on international rice prices, and the trend seems to remain in an upward direction for the

foreseeable future.
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3.3.3 Food Security Trajectory, Indonesia 2010-2014
Ensuring food security and reducing poverty for Indonesia’s 237.5 million population is one of the
development priorities of the Government of Indonesia as set out in its medium-term and long-term
plan. Thus, as a source of reference for central government and regional governments in
designing policies and programs for the short-term, medium-term, and long-term efforts to enhance
food security and reduce poverty, the plans are integral to achieving equitable and just
development for all in 2025.

The strategic issue relating to food security at the national level concerns social-economic
dynamics affecting Java-Bali, which is one of Indonesia’s food granaries. Issues relating to this
theme revolve around the decrease in land area available for agriculture in Java-Bali due to
conversion from food crop production to housing; transportation (in West Java and East Java);
suboptimal exploitation of livestock resources in West Java, Central Java, and East Java; the
taking advantage of abundant fisheries resources in DKI Jakarta, Central Java, and East Java; the
decrease in agricultural activities in West Java, East Java, Central Java, Bali, and Yogyakarta
special administrative region; and the general decrease in water resources to support agricultural
activities. Unless tackled appropriately and in a timely manner, factors that have contributed to
what is seen today are shaping up to create a national crisis in food security, including a decrease
in the utilization of agricultural extension services, minimal application of technology in agriculture,
failure to control land conversion from food crops production to other uses, little attention paid to
developing the potential of large-scale animal husbandry, inadequate efforts to developing the
existing non-maritime fisheries potential and aquaculture, rising land use and ownership disparity,
poor maintenance of irrigation facilities, a decrease in the expansion of farm land, and destruction
of water catchment areas.

In its medium-term strategic plan, 2010-2014, the Government of Indonesia, through the
Ministry of Agriculture, has 12 programs tailored toward implementing the above policy initiatives.
The programs are

(i) increasing the production, productivity, and quality of food crops in a sustainable

manner;

(i) increasing production, productivity, and quality of horticultural products in a sustainable

manner;

(iif) increasing the production, productivity, and quality of estates commodities in a

sustainable manner;

(iv) achieving self sufficiency in beef production and increasing the supply of meat that are

safe, healthy, whole, and legal in accordance with Islamic principles, livestock for food;

(v) increasing the supply of and developing new agricultural infrastructure and facilities;

(vi) increasing the value-added and competitiveness of downstream industries, marketing

and exports of agriculture-based products;
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(vii) increasing the diversification and food security of the general public;

(viii) promoting the development of competitive technology and high-yield seed varieties;

(ix) developing human resources in the agricultural sector and strengthening the farmers’
institutional framework;

(x) increasing the quality of agricultural quarantine services and biodiversity safety
supervision;

(xi) enhancing the supervision and accountability of Ministry of Agriculture officials and
employees; and

(xii)providing management and other technical support services.

Priority areas highlighted by the Ministry of Agriculture include revitalization of land for
agricultural use, revitalization of seedlings and seed nursery-related facilities, revitalization of
infrastructure facilities, enhancing human resource development in the agricultural sector,
revitalization of agricultural financing facilities, strengthening agricultural institutions, and
revitalization of technology and downstream industries.

On revitalizing the land available for agricultural activities, efforts will be tailored toward
increasing the quantity and quality of land available for agriculture, among other activities by

e ensuring that water is available in sufficient quantities for agricultural use,

e streamlining land ownership,

e strengthening legislation on controlling land conversion,

¢ making use of redundant land by ensuring that it does not fall into other uses,

e establishing a database that contains measurements of agricultural land acreage and
usage;

e encouraging land fertility maintenance by promoting the growing of trees in water
catchment areas and in areas surrounding farmland, and encouraging farmers to use
chemical fertilizers appropriately and in a balanced measure; and

¢ handling the issue of land ownership to ensure that those who are involved in tilling the
land derive benefits from doing so. which induces investment and increases its

productivity;

The availability of sufficient water for agricultural use will be ensured by, among other ways,
e renovating and improving irrigation facilities;
e improving land quality through the use of organic substances;
e creating small graduated dams and terraces;
e improving crop planting timelines;

e supporting efforts to develop a technology that is suitable for dry land and that
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economizes on water use;

e coordinating with relevant parties on forest conservation in upstream and downstream
areas; and

e coordinating with the Ministry of Public Works in renovating and improving dams,

reservoirs, and irrigation channels.

On efforts to revitalize seedlings, the Ministry of Agriculture plans to undertake measures that will
include
e reorganizing institutional framework that supports seedlings and seed nurseries at the
national and regional levels;
e protecting, preserving, and utilizing national genetic resources to develop local high-
yielding crop varieties;
e promoting the private sector’s involvement in seedlings development efforts;
e strengthening human resources charged with developing and improving on seed
varieties;
e establishing teams that develop new seeds and seedlings in the field,;
o expanding high-yielding/excellent seed varieties from both national and international
sources; and

e implementing legislation on seeds/seedlings.

Revitalization of infrastructure and facilities that support agricultural activities is another area that
has become a focus of attention. Some measures in that direction include
e strengthening the institutional framework to support policies and regulations on the
production, diffusion, and utilization of machinery by farmers in a responsible manner;
e encouraging the private sector to participate in designing, producing, and diffusing farm
tools and machinery in accordance with national standards;
¢ collaborating with relevant sectors to promote the formation of repair service centers for
agricultural tools and machinery in the regions; and

e devising a program that empowers famers’ acquisition of farm tools and machinery.

Meanwhile, in the area of strengthening human resources development, efforts currently under
way include

e increasing the number of agricultural extension service officials in the regions,

e encouraging the emergence of agricultural extension service volunteers,

e providing technical guidance and productive farming education to increase farmers’

access to technology and market information, and
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establishing coordination between regional governments relating to the recruitment and

remunerating of agricultural extension workers in the regions.

Agricultural finance is one of the crucial areas that has been found wanting in supporting efforts

toward food security. Some measures under way to revitalize agricultural finance and which will be

implemented in the years prior to 2014, include

establishing and managing credit scheme characterized by easy administration and
access such as KKP-E, KPEN-RP, KUPS;

widening the scope of the new credit scheme;

strengthening the institutional framework that supports village microeconomy; and
establishing coordination between the central government and local government
agencies to facilitate farmers’ access to sources of funding for cooperatives, including

existing sources.

Revitalizing the institutional framework that supports farmers is another area receiving national

attention

. Some of the measures to strengthen the framework include

increasing the number of farmers’ groups and merging those already in place;

providing guidance and technical support to strengthen their husbandry as well as
marketing skills;

widening the types of farmers’ groups by economic activity to cover such areas as PHT,
IB, P3A, Revitbun, and so on;

strengthening the capital or financial base of economic activities of farmers’ groups by
giving them financial assistance; and

strengthening networks of farmers’ group with the help of agricultural extension

workers.

Revitalization of technology and the downstream industry, is mainly intended to “increase

the frequency of special research activities tailored toward creating technological innovations in

seeds, fertilizers, veterinary and plant medicine, tools and equipment, processed products, and

land and water use.” Focus areas in this respect will be tailored toward high-yielding varieties of

seeds and seedlings, fertilizers, veterinary and plant medicine, and tools and equipment. This will

depend on the requirements and conditions on the ground, technological innovations in agricultural

resources management, agricultural policy recommendations, research on environment-friendly

methods of controlling organisms that damage crops, and adoption of technological innovations

generated by research and development.

Activities in this area is being done, firstly, through increased “use of most modern,
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efficient and effective available technology in agriculture and mass media to disseminate
agricultural research findings by making full use of research efforts, education and training
exercises, extension services, field technical manpower, and farmer institutional framework.” In line
with this, research and development (R&D) findings will be assembled and packaged in easily
accessible, identifiable, known, and affordable ways for farmers. In addition, access to information
technology from domestic and foreign sources by extension service units is being strengthened.
Secondly, agricultural product processing industry is being developed in rural areas in an
efficient manner to increase the value-added and competitiveness of products in the domestic and
international markets. This initiative is aimed at creating an agricultural sector that is village-based
and agroindustry-based and that processes primary products into processed products,
intermediate products, and final products (including foods and beverages, biopharmaceutical
products, bio- energy products, and by-products).
To increase marketing and price stability guarantee for agricultural products, initiatives
include
e continuation of price stabilization program carried out by Bulog through direct buying of
food crops, especially rice, from farmers during harvest season;
e continuation of the system of buying food crops by Bulog;
¢ making attempts to provide nontariff protection for commodities, such as milk, whenever
they experience excessive decline in prices in the domestic market;
e establishing a market information network that will cover all areas and regions in the
country;
e carrying out market promotion for export commodities; and
e increasing and protecting the quality and safety of food at all levels of production from

upstream to downstream.

Comprehensive protection of food crops quality will be done by strengthening the
competence of the regional food safety agency (Otoritas Kompeten Keamanan Pangan Daerah or
the OKKPD), the human resources involved in carrying out inspection and auditing, including
facilitators and controllers or supervisors. The agricultural commodity system and procedures will
also be strengthened from upstream to downstream for agricultural commodities with foreign
market potential.

In a nutshell, it is apparent that the Indonesian government has set its target of achieving
self-sufficiency, hence, food security for all Indonesians for food crops, estates commodities,
horticultural commaodities, and livestock products through

e improvements in the quality of seeds that farmers use, the equipment at their disposal,

technology use and adoption in all aspects of food production, marketing, and storage;
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e strengthening of human resources and the institutional capacity of farmers;

e strengthening finances to which farmers have access;

e increasing the demand for agricultural products in the domestic and foreign markets;

e guaranteeing farmers’ stable incomes by continuing the price support implemented through
intervention in farm produce purchases, storage, and imports;

¢ ensuring stable food prices for consumers through Bulog market operations; and

¢ maintaining buffer stocks and imports.

3.3.4 The Food Security Board

The National Food Security Board, which falls under the Ministry of Agriculture, has a relatively
lean organizational structure that comprises the head of the board and the secretary, under whom
are three ‘centers’ or function departments that consist of the (i) center for food availability and
vulnerability, (ii) center for food distribution and food reserves, and (iii) center for diversification of
food consumption and safety. The Board is tasked to

e enhance the quality of research and formulate food security development policy;

o develop and ensure food security for Indonesia at the regional and national levels; and

e develop regional institutional capacity for food security, and

e increase coordination in the formulation, development, and monitoring and evaluation of the

implementation of the food security policy.

For its operations and activities, the goals of the National Food Security Board include

e increasing in a sustainable manner the availability and reserve stocks of food supplies by
optimizing the resources it controls or those in its possession;

e creating preparedness by anticipating and reducing the vulnerability to food insecurity;

o developing food distribution, price, and access systems to ensure the stability of supplies
and prices of food for the whole country;

e accelerating the diversification of food consumption and nutrition to enhance the quality of
human resources, including reducing the consumption of rice per capita; and

o developing a system of handling the safety of fresh foodstuffs.

The National Food Security Board has various medium-term focus areas for 2010-2014 that are
based on seven revitalization priority areas adopted by the Ministry of Agriculture in its medium-
term strategic plan. These include the (i) revitalization of land, seeds, and seed nurseries; (i)
improving infrastructure and related facilities; (iii) strengthening of human resources; (iv) provision
of farmer financing (agricultural credit); (v) revitalization of farmers’ institutional framework; and (vi)

revitalization of technology and downstream industry. The focus areas or thrusts for 2010-2014

56



include the following strategies:

1.

Ensuring the maintenance of the current minimum energy per capita of 2,200 kilocalories
per day and the availability of a minimum of 57 grams per day;

Reducing the number of people who are vulnerable to food insecurity by at least 1 percent
per annum;

Achieving an increase in consumption of food per capita needed to fulfill energy needs of at
least 2,000 kilocalories per day and 52 grams per day;

Reducing the consumption of rice per capita by 1.5 percent per year, which should be
accompanied by an increase in the consumption of tubers and other sources of animal and
plant proteins, which should contribute to an increase in the quality of consumption in the
society as gauged by expected food pattern (PPH) of 93.3 in 2014;

Improving food distribution to ensure the stability of affordable food prices for the whole
country;

Enhancing the safety of fresh foodstuffs by increasing the role of producers in ensuring
attention to consumers’ welfare; and

Enhancing the effectiveness of food security policy coordination through the Food Security

Council.

Meanwhile, the strategies developed to help achieve the goals include

effecting the coordination of all relevant bodies in policy formulation on food availability,
distribution, consumption, and safety of fresh food supplies;

encouraging the development of food reserves, food distribution system, diversification of
food consumption, and safety of fresh foodstuffs;

encouraging the participation of the private sector, civil society, and other community
institutions in ensuring the availability, distribution, consumption, and safety of fresh
foodstuffs;

implementing people empowerment action programs tailored to resolving problems that
relate to food security;

synchronizing the financing of the action programs with the national budget, regional
budget, and funding derived from the community/society, and

resolving the strategic problems that relate to food security through the Food Security

Council mechanism.

Programs that were developed and designed to implement the strategies have emphasized

on the diversification of food consumption and food security for the population, with subprograms

grouped into the food security program, farmer social welfare improvement program, and good

government implementation program. Indicators used to measure the programs’ achievement
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include

e the percentage of villages that are food self-sufficient and have reduced their vulnerability
to food insecurity;

o the percentage of food distribution institutions empowered to help in stabilizing food prices
and food reserves in the country;

e the percentage of acceleration achieved in the efforts to diversify food consumption,
diversify the variety, achieve nutrition and balanced diet, and therefore, achieve food
safety;

e the percentage realized in the coordination and formulation of food security policy.

To carry out the Food Security Board’s operations and activities, Act No.7, 1996 on Food,
delineates, among other things, issues relating to food security (such as food availability, food
access, food quality, supervision of food production, trading, distribution, import and export, food
reserves, and the roles of the community and regional governments in ensuring food security,
among others). The Board also issued implementing regulations that include Presidential
Regulation No. 68/2002 and various regulations and instructions (such as technical instructions of
BKP on creating food reserves in the community, handling fresh food supplies, food prices, food
guality, food reserves) . Others were also issued depending on food security issues that may arise,
such as the last one on the caterpillar scare that affected some areas in East Java province in
2011).

Table 4. Food Consumption Pattern, Current and Projections, 2010--2014

‘000, ton/year

Cereals 26,038 25,889 25,727 25,543 25,366
Rice 23,611 23,548 23,456 23,366 23,261
Corn 698 662 645 629 611
Wheat 1,729 1,679 1,626 1,548 1,494
Roots and tubers 5,925 6,226 6,533 6,845 7,161
Manioc 4,295 4,514 4,736 4,962 5,191
Sweep potatoes 946 995 1043 1093 1144
Irish potatoes 596 626 657 688 720
Sago 88 92 97 101 106
Other tubers 158 166 174 182 191
Animal foods 11,122 11,81 12,512 13,226 13,952
Livestock (veterinary) 636 675 715 756 798
Poultry 1,389 1,474 1,562 1,651 1,742
Eggs 2,134 2,266 2,400 2,537 2,677
Milk 492 523 554 585 618
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Fish 6,471 6,872 7,280 7,696 8,118

Oils and fats 1,880 1,900 1,919 1,938 1,957
Coconut oil 873 882 899 900 908
Palm oil 1,008 1,018 1,028 1,038 1,048
Other edible oils 32 33 33 33 34
Fruits/fatty seeds 852 863 873 883 894
Coconut seeds 756 765 775 784 793
Kemiri/candle nut 96 97 98 100 101
Beans/legumes 2,779 2,909 2,982 3,017 3,052
Soybeans 2,284 2,391 2,45 2,479 2,508
Nuts 251 263 270 273 276
Green peas 244 255 262 265 268
Other beans 69 72 74 75 75
Sugar 2,471 2,509 2,547 2,585 2,623
Sugar 2,204 2,238 2,272 2,306 2,34
Brown sugar 267 271 275 280 284
VVegetables and fruits 21,305 21,565 21,825 22,084 22,591
\Vegetables 13,553 13,718 13,883 14,048 14,371
Fruits 7,752 7,849 7,941 8,036 8,22
Total Population 233,477,400 236,331,300 239,174,300 242,013,800 | 244,814,900

Sources of data: Badan Pusat Statistik (BPS), Indonesia and BKP (or the Food Security Board).

Based on projections for 2010-2014, the food consumption patterns of the Indonesian
population will be characterized by a slight reduction in cereal consumption due to people’s strong
dependency on rice as a major source of energy. At the national level, cereals will continue to be
the major source of energy, with rice contributing 23,611,000 kilocalories (kcal) out of 26,038, 000
kcal in 2010 (91%). In 2014, the position will not be any different as rice will continue to contribute
23,261,000 kcal out of 25,366,000 kcal per year (91%). In fact, based on projections, the
contribution of rice to energy will be higher in the long term due to a slight reduction in the
contribution of cereals to total energy needs of the population. Breaking the rice habit seems to be
one a major challenge that Indonesia will continue to face in the foreseeable future in its efforts to
ensure food security. This also means that diversification efforts from cereals in general and rice in
particular, will not generate substantial gains, at least in the medium term.

Vegetables and fruits will continue to be a reliable source of energy for the population,
followed by animal foodstuffs (mainly fish), eggs and poultry, and tubers. Oils and fats will continue
to be another source of energy, with palm oil being the main product in this food group. There is
little doubt that the statistics on food consumption pattern in the medium term show sources of
strengths as well as weaknesses in the food security pattern as projected by the Food Security

Board. Areas that need strengthening include encouraging higher consumption of tubers and root
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crops in regions, even islands, where rice growing is not easy, which makes dependency on rice
consumption a major source of vulnerability to food insecurity.

As a sprawling archipelago, Indonesia has not yet done enough to develop its fisheries and
fishing industry to the utmost—both at the production, trading and marketing, and consumption
levels. Thus, there is a need for more efforts in this area not only to enhance the energy food
sources but also to provide a vital source of employment and income for the population. Although
Indonesia consumes a relatively high level of vegetables today, being home to one of the richest
vegetations and plant species, there is more room for increasing the consumption of these vital
sources of energy through good farm management, infrastructure development, sound marketing,
and high level of public awareness.

Land constraints on Java-Bali (one of main food baskets for Indonesia), which is
attributable to rising conversion of farmlands to non-farm uses (such as industry, housing, and road
construction, among others) will continue to influence the level of food security for Indonesians.
The nature and trajectory of land use and ownership policy (in Java-Bali as well as in other islands
such as Sulawesi and Sumatra, which produce the most foodstuffs) is another factor that will
influence both the level and direction of food security in Indonesia in the long term.

Equally important is the adoption of technology in agriculture starting from R&D (in planting;
harvesting; and postharvest activities such as transportation, storage, and distribution of
foodstuffs), as another thrust of Indonesia’s food security policy, the outcome of which will likely

have a strong bearing on whether or not it will achieve sustainable food security.

60



CHAPTER IV. THE IMPACT OF GLOBAL FOOD CRISIS ON INDONESIA

4.1 Poverty in Indonesia

Using the basic data obtained from the results of the National Socio-Economic Survey (Susenas)—
Consumption Module to measure poverty, the BPS of Indonesia has used the concept of basic
needs approach to view poverty as economic inability to fulfill food and nonfood basic needs, which
are measured by consumption/expenditure.

The method used is to calculate the poverty line, which consists of two components: the
food poverty line (FPL) and the nonfood poverty line (NFPL). The poverty lines for urban and rural
areas were calculated separately. A person whose expenditure per capita per month is below the
poverty line is considered poor. FPL refers to the daily minimum requirement of 2,100 kcal per
capita per day. NFPL refers to the minimum requirement for household necessities such as
clothing, education, health, and other basic individual needs. A new standard to measure poverty,
which is a revision of the old standard, has been adopted since December 1998. The revised
standard expanded the commodity coverage to be accounted in estimating the minimum basic
needs. It also features improvement in its regional comparability, by using the reference population
of the same real income (expenditure) class across regions so that it is also comparable over time.
The revised poverty standard, hopefully, was able to measure the incidence of poverty more
realistically (BPS 2011).

In terms of geographical location, poverty incidence in provinces located in Western
Indonesia (DKI, Jakarta, West Java, Banten, DI Yogyakarta, and others) have lower poverty
incidence than those in the Eastern part of the country (Papua, West Papua, Maluku and North
Maluku, East Nusa Tenggara, West Nusa Tenggara, and others). Meanwhile, urban areas in

general have lower poverty incidence than rural areas.
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Figure 11. Poverty Incidence by Province, Indonesia, 2009-2010 (in %)
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Overall, poverty, which increased in 1998-1999 in the aftermath of the 1997-1998
economic crisis (with the exception of 2006) has been on a downward trend, albeit initially at a low

rate that gradually picked up in 2007, 2008, 2009, and 2010 (see Figure 12).

Figure 12. Trend of the Number of Poor Population in Indonesia, 1980-2009 (in millions)
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Source of data: Badan Pusat Statistik (BPS), Indonesia

Thus, poverty incidence continues to be higher in rural areas than in urban areas because
most of the population continues to live in rural areas. However, it is evident that poverty is
increasing faster in urban areas as it is going down in rural areas, although in varying rates (see

Figure 13).
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Figure 13. Poverty in Urban and Rural Areas, Percent of Poor Population, Indonesia, 1980-

2010
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Except in 2001, which showed a drastic reduction in urban poverty compared with the
previous and following years, and in 1999, which showed a significant divergence from the long-
term trajectory, it is apparent that the decrease in the number of poor in rural areas does not seem

to be matched by a significant decrease in the number of poor in urban areas.

Figure 14. Developments in Urban to Rural Poverty Ratio, Indonesia, 1980-2010
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Rural areas continue to have higher poverty rates than in urban areas in Indonesia, with an
average growth of 0.48 during the last two decades. However, the trend on the number of poor
people in urban areas, instead of decreasing shows a general increase over time. This explains the
upward trend of the urban to rural poverty ratio. This is an interesting development, considering
that based on conventional wisdom, and by the scale and severity of poverty, poverty in Indonesia,

as is the case in developing countries, is predominantly a rural phenomenon. However, with rising
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urbanization that has induced rural to urban migration, there is an indication that poverty is being
slowly but surely relocated from rural to urban areas. This supports the decision of the research

team to assess the impact of rising food prices not only in rural areas but also in urban areas.

4.2 The Impact of Global Food Crisis in Indonesia on Food Security and Poverty
4.2.1 Poverty and Food Security

As earlier discussed in previous chapter, the concept of food security has come to be associated
with stability of the availability and access to food at the individual, household, group, regional, and
even national level. Stability of food security, or the lack of it, is often embodied in the concept of
vulnerability. Hence, food security is closely associated with and related to vulnerability, which
refers to the propensity of people to fall or stay below certain predetermined food security level.
Food insecurity, in as much as it refers to the deprivation or lack of food as a primary source of
poverty, making the concept very much in line with the definition of absolute poverty. Food security
depends on availability, stability, and accessibility, with the first two concepts (availability and
stability) guaranteeing the third concept (accessibility). Food availability is a function of the capacity
to produce or import sufficient food (production, importation, and storage capacities), which must
be stable over time and space (stability is a function of the level of functioning and integration of
markets, and stock management), making possible the organization of food to reach all
households in a given setting (accessibility relates to how people buy food, a function of their
purchasing power and command over resources).

Households must have sufficient income or other entitlements (physical, natural, and
financial assets) to purchase food (Bellu and Liberati 2005:6). Food insecurity, is also loaded with
contextual, hence, judgmental, issues. This relates to the definition that states “the situation where
people fall below a pre-determined food security threshold,” which implies the need to
predetermine a certain threshold, which is bound to differ in time and space. As Lovendor (2004)
notes, the outcome required (the socially acceptable standard of living) influences the nature of the
minimum threshold, hence, the level of income or expenditure categorized as falling below that,

becomes the absolute poverty level.

4.2.2 Human Development Trajectory
Despite a dramatic drop in Human Development Index (HDI) in 1999, largely attributable to the
repercussions of the 1997-1998 economic crisis, the HDI, which comprises indicators of education
(literacy and duration at school), health (life expectancy at birth), and standard of living (income per
capita) among other indicators, shows an upward trend. This implies that the average Indonesian

has an increasing level of opportunities to have access to affordable food at all time over time.
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Figure 15. Human Development Index Trajectory, DI Yogyakarta, and Indonesia, 1996—2009
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In terms of HDI, DKI Jakarta ranked No. 1 during 2004—-2009, while DI Yogyakarta special
administrative province ranked No. 3 in 2004 and then dropped to No. 4 during 2005-2009 (see
Figure 15). Nonetheless, overall, Indonesia and Yogyakarta showed an upward trend with regard to

human development.

Table 5. Human Development Index Trajectory, DI Yogyakarta, and Indonesia, 2004-2009

Nanggroe Aceh 7076 17 71.3 17

Darussalam 68.7 18 69.05 18 69.41 18 70.35 17
73.29 8 73.8 8

Sumatera Utara 71.4 7 72.03 8 72.46 8 72.78 8
72.96 9 73.4 9

Sumatera Barat 70.5 9 71.19 9 71.65 9 72.23 9
X 75.09 3 75.6 3

Riau 72.2 5 73.63 3 73.81 3 74.63 3
h 71.99 13 72.5 13

Jambi 70.1 10 70.95 1 71.29 10 71.46 12
72.05 12 72.6 10

Sumatera Selatan 69.6 13 70.23 13 71.09 13 71.40 13
72.14 1 72.6 12

Bengkulu 69.9 1 71.09 10 71.28 1 71.57 1
70.30 20 70.9 21

Lampung 68.4 19 68.85 19 69.38 19 69.78 20
5 72.19 10 72.6 11

Bangka Belitung 69.6 12 70.68 12 71.18 12 71.62 10
. 74.18 6 74.54 6

Kepulauan Riau 70.8 8 72.23 7 72.79 7 73.68 6
77.03 1 77.36 1

DKI Jakarta 75.8 1 76.07 1 76.33 1 76.59 1
71.12 15 71.64 15

Jawa Barat 69.1 14 69.93 14 70.32 14 70.71 15
71.60 14 72.10 14

Jawa Tengah 68.9 17 69.78 16 70.25 15 70.92 14
74.88 4 75.23 4

DI Yogyakarta 72.9 3 73.50 4 73.70 4 74.15 4
. 70.38 18 71.06 18

Jawa Timur 66.8 23 68.42 22 69.18 20 69.78 19
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69.70 23 70.06 23

Banten 67.9 20 68.80 20 69.11 21 69.29 23
. 70.98 16 71.52 16
Bali 69.1 15 69.78 15 70.07 16 70.53 16
64.12 32 64.66 3
Nusa Tenggara Barat 60.6 33 62.42 32 63.04 32 63.71 32
69.70 23 70.06 23
Banten 679 20 68.80 20 69.11 21 69.29 23
. 70.98 16 71.52 16
Bali 69.1 15 69.78 15 70.07 16 70.53 16
64.12 32 64.66 32
Nusa Tenggara Barat 60.6 33 62.42 32 63.04 32 63.71 32
) 66.15 31 66.60 31
Nusa Tenggara Timur 62.7 31 63.59 31 64.83 31 65.36 31
. 68.17 29 68.79 28
Kalimantan Barat 65.4 27 66.20 28 67.08 28 67.53 29
. 73.88 7 74.36 7
Kalimantan Tengah 71.7 6 73.22 5 73.40 5 73.49 7
. 68.72 26 69.30 26
Kalimantan Selatan 66.7 24 67.44 26 67.75 26 68.01 26
. . 74.52 5 75.11 5
Kalimantan Timur 72.2 4 72.94 6 73.26 6 73.77 5
. 75.16 2 75.68 2
Sulawesi Utara 73.4 2 74.21 2 74.37 2 74.68 2
. 70.09 22 70.70 22
Sulawesi Tengah 67.3 22 68.47 21 68.85 22 69.34 22
. 70.22 21 70.94 20
Sulawesi Selatan 67.8 21 68.06 23 68.81 23 69.62 21
. 69.00 25 69.52 25
Sulawesi Tenggara 66.7 25 67.52 24 67.80 25 68.32 25
69.29 24 69.79 24
Gorontalo 65.4 28 67.46 25 68.01 24 68.83 24
. 68.55 27 69.18 27
Sulawesi Barat 64.4 29 65.72 29 67.06 29 67.72 28
70.38 19 70.96 19
Maluku 69.0 16 69.24 17 69.69 17 69.96 18
68.18 28 68.63 29
Maluku Utara 66.4 26 66.95 27 67.51 27 67.82 27
. 67.95 30 68.58 30
Irian Jaya Barat 63.7 30 64.83 30 66.08 30 67.28 30
64.00 33 64.53 33
Papua 60.9 32 62.08 33 62.75 33 63.41 33
Indonesia (BPS) 68.7 69.57 70.10 70.59 71.17 71.76

Source of data: Badan Pusat Statistik (BPS), Indonesia, 2010

As is often the case with other development indicators, national statistics often masks
regional differences. Table 5 makes this point clearly. Eastern provinces perform poorly on HDI and
rank, compared with provinces in the western part of the country. This once again, underscores the
western-eastern divide in Indonesia with respect to indicators of education, health, and economic
development. Thus, it is not surprising that Eastern Indonesia provinces have higher prevalence of
food insecurity (undernourishment, malnutrition, hunger, food inaccessibility, high vulnerability, and

low food utilization rates) than provinces in the western part of the country.
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4.3 The Impact of Soaring Food Prices at the Macro Level

To analyze the impact of soaring food prices on poverty, we have tried to develop some models to

analyze the secondary data collection. Some findings are presented below.

Table 6. Poverty as a Measure of Extreme Food Insecurity

Coefficients

Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.

(Constant) 24.011 4.606 5.212 .002
Lnfatsaccess .109 .050 122 2.184 .072
Lnprotnaccess -.432 .046 -.818 -9.360 .000
Lncra 1.297 .335 375 3.867 .008
Lncpcu -491 .187 -.185 -2.619 .040
Lneduc -5.371 .814 -.806 -6.597 .001

a. Dependent Variable: Ipovty

Source of data: Authors’ survey

Education, per capita consumption of calories in both rural and urban areas, and
consumption of proteins, influence poverty. Higher education,lowers poverty, protein consumption
arethe significant factors that influence poverty in urban areas. On the contrary, calorie
consumption per capita in rural areas, seems to signal poverty aggravation.

Both rising food prices and economic liberation are positive factors to increase expenditure
on foodstuffs in rural areas (see Table 7). This implies that at the macro level, the economic
liberalization adopted since 1998, which reduced government subsidies to the agricultural sector,
including food production, has increased the danger of food insecurity. The same applies to food

prices, which started to rise in 2007 and continue to do so at the time of this study.

Table 7. Impact of Economic Liberalization in Rural Area

Coefficients

Unstandardized Coefficients

Standardized
Coefficients

Model B Std. Error Beta t Sig.
1 (Constant) 11.209 .219 51.203 .000)
foodincreasedum .365 .146 .525 2.498 .032
1998liberaldum 513 231 .466 2.221 .049

Source of data: Authors’ survey

a. Dependent Variable: Inruralfdexpnd

Table 8. Impact of Economic Liberalization in Urban Area

Coefficients

Model

Unstandardized Coefficients

Standardized
Coefficients t

Sig.
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B Std. Error Beta

1 (Constant) -1617.426 969.826 -1.668 .134
foodincreasedum -.180 .085 -.194 -2.114 .067
1998 liberal dum .884 1.579 .601 .560 591
Inpvrtyurbangap -.160 713 -.328 -.224 .828
L year 214.464 128.440 1.022 1.670 .134

2 (Constant) -1403.161 148.965 -9.419 .000)
Food increase dum -.185 .078 -.199 -2.376 .042
1998 liberal dum .532 .095 .362 5.602 .000)
L year 186.082 19.602 .887 9.493 .000)

a. Dependent Variable: lurbnfoodexp

Source of data: Authors’ survey

Economic liberalization after 1998 seems to lead to an increase in expenditure on food in
the urban areas. Such an increase, all other factors remaining constant, is inimical to food security
(see Table 8). Surprisingly, rising food prices do not seem have induced higher expenditure on food
stuffs in urban areas, rather a reduction. This may point to households adopting the coping
strategy of reducing the quantity of quality food stuffs (rice in this case), and using the remainder

of their food budget to buy relatively low quality food stuffs.

Table 9. National Food Security Model®

Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.

(Constant) 20147.923 2583.189 7.800 .000;
Infatsaccess 6.523 3.014 A77 2.164 .067
Inprotnaccess -18.275 4.313 -.848 -4.237 .004
Incpcu -56.639 10.372 -.523 -5.461 .001
Ipovty -47.502 10.708 -1.164 -4.436 .003]
lyear -2557.086 333.886 -1.039 -7.659 .000;

a. Dependent Variable: rural and urban expenditure on food

Source of data: Authors’ survey

On the aggregate national food security model, findings show that as a measure of access
to foodstuffs, expenditure on food during the period of rising food prices is negatively influenced by
access to proteins (perhaps due to the change in eating habits from the better-quality, protein-rich,
costly foodstuffs to the lesser quality ones) and calories per capita (general increase in food prices
reduces household purchasing power, hence, reduces the amount of all good-quality food types of
carbohydrates and proteins, but not fats). In other words, rising food prices have driven urban

households to reduce consumption of foodstuffs rich in micronutrients and turn to those that are
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less so, which if it continues, would adversely affect the quality of their health. Coping strategies
adopted have ranged from consuming higher quantities of alternative foodstuffs to reducing the
guantities of food purchased. Overall, rising food prices have aggravated poverty.
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CHAPTER V. FOOD CRISIS IN URBAN AND RURAL AREAS:
DKI JAKARTA AND DI YOGYAKARTA

5.1 Urban Area
5.1.1 Overview of the Economy of DKI Jakarta
Aside from being the capital city, Daerah Khusus Ibukota (DKI) Jakarta, has a very strategic
geographical location in Indonesia. Surrounded by coastal area in the northern part, and the
lowland which belongs to West Java Province in the southern part, DKI Jakarta has more than 110
islands, 27 rivers or canals, and is administratively divided into five municipalities and one regency.
The five municipalities are South Jakarta, East Jakarta, Central Jakarta, West Jakarta, and North
Jakarta. The regency is Kepulauan Seribu, which is located in the main island of Java. Thus, it can
be said that DKI Jakarta has a very strategic position, geographically, politically, and economically.
Because of these advantages, DKI Jakarta enjoyed fast economic growth during the past years.
Figure 16. Economic Growth, DKI Jakarta and Indonesia, 2006—2010 (in %)
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Source of data: Badan Pusat Statistik (BPS), Indonesia, various years

In terms of economic growth, DKI Jakarta has a higher economic growth compared to the
national average. Figure 16 shows that during 2006—2010, DKI Jakarta consistently had high
economic growth, with the highest registered in 2007 at a growth rate of 6.46 percent, higher than
the national average of 6.30 percent in the same period. In 2010, while DKI Jakarta registered a
fast growth of 6.37 percent, the national average hovered around 6.10 percent.

The fast economic growth of DKI Jakarta is influenced by some dominant sectors. During
the past years, three major sectors contributed substantially to its economy based on current price
estimation. The pattern started in 2008 and continued until the first half of 2010.

As shown in Figure 18, the largest contribution in 2010 came from the financial, real estate,
and business services sectors (27.72%); followed by trade, hotels, and restaurants (20.72%); and
the manufacturing sector (15.76%). Meanwhile, the agriculture sector contributed 0.1 percent;

mining, 0.4 percent; and electricity, gas, and water sectors, 1.08 percent.

70



Figure 17. Economic Structure of Industrial Origin, DKI Jakarta, 2010 Semester | (in %)
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Nonetheless, some households in DKI Jakarta still suffer from poverty. This is because
some people are attracted to the city, despite no means of making a decent living due to low
education and minimal skills. High prices do not dissuade people from going to DKI Jakarta to try
their luck and to fulfill their dreams. DKI Jakarta experienced the highest inflation in 2005, when the
annualized figure reached 16.06 percent. Inflation figures from 2006 to 2009 tended to fluctuate
with the lowest figure (2.34%) registered in 2009.

Figure 18. Inflation Rate, DKI Jakarta, 2005-2009 (in %)
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Source of data: Badan Pusat Statistik (BPS), Indonesia, various years

The decrease in inflation rate seems to induce a decrease in the number of poor people in
this province. By 2009, the percentage of poor people in DKI Jakarta stood at 3.80 percent, lower
than the 3.86 percent in 2008. However, the percentage of poor people fluctuated during 2005—
2009, with the highest rate occurring in 2006 (4.57%).
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Figure 19. Percentage (%) and Number (‘000) of Poor People, DKI Jakarta, 2005-2009
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Source of data: Badan Pusat Statistik (BPS), Indonesia, various years

Based on our previous research, it was evident that the urban poor in DKI Jakarta had
some specific characteristics: most of them lived on ‘illegal’ land (squatters), had no permanent
houses, most of them worked in the informal sector, and experienced high food insecurity,
especially food vulnerability.

5.1.2 Profile of Respondents from DKI Jakarta
A survey of 102 households was conducted in DKI Jakarta. Survey results indicated that almost 30
percent of respondents are employed in the private sector such as in factories, private offices,
stores, and other private corporations. Around 15 percent are employed in the informal sector,
working as street vendors, housemaids, drivers of motorbike for hire, and others. Most
respondents (around 60%) are employed in the category referred to as “others,” informal sector
workers who can take on any job on offer. This means that such respondents experience high job
uncertainty as there is no guarantee of employment, hence, no guarantee of regular income.
Figure 20. Profile of Respondents’ Occupation, DKI Jakarta
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Most of the respondents have large family members. Aside from husband and wife,
households have 3—4 other family members (38.2%) and 4-5 dependent family members (25.5%).
Since most of the urban poor are immigrants, they also have extended families, which is outside
their family nucleus. The number of children varied from 2—3, plus other relatives.

Table 10. Dependent Family Members of Respondents, DKI Jakarta
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Source of data: Authors’ survey

If we take a look at the number of dependent family members and monthly income, most of
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the respondents have an average monthly income of more than IDR2,000,000 (41.2%) or
approximately US$235. If we use the poverty indicators from the World Bank, it means that most of
them earn US$7.80 per day per family. With an average of six family members, it means that each
person earns US$1.30 per day. This is still below the poverty line if we refer to the World Bank
indicators. Thus, the percentage of households earning monthly incomes of below IDR2,000,000 is
still high among respondents in Gunung Kidul. This is apparent in Table 11, which shows that 28.4
percent of the families have a monthly income that falls within the range of IDR1,000,000—
IDR2,000,000, while 30.4 percent of the households have a monthly income of IDR500,000—
IDR1,000,000. This condition indicates that despite the good economic performance in DKI

Jakarta, the number of people living in poverty is still considerable.

Table 11. Monthly Income of Respondents

Frequency Percent Valid Cumulative
Percent Percent

Valid 31 304 30.4 30.4
IDR 500,000—
1,000,000
IDR 1,000,000— 29 28.4 28.4 58.8
2,000,000
> IDR 2,000,000 42 41.2 41.2 100
Total 102 100 100

Source of data: Authors’ survey

5.1.3 The Impact of Soaring Food Prices in DKI Jakarta
Based on study findings, determinants of household food availability (proxy for food security) in
DKI Jakarta, which represents urban Indonesia, include willingness to eat various foodstuffs
besides rice (alternative food variable), age, occupation, and storage. An individual’s occupation
negatively influences perception about food availability during period of high food prices, while age
increases food availability. As to the impact of rising food prices on food security, it is apparent that
most respondents consider rising food prices as inimical to food availability, with older household
members perceiving the effect more than the young ones for obvious reasons. However, findings
show that contrary to expectations, rising food prices have not adversely affected food quality,
perhaps due to the importation of high-quality rice. However, perhaps driven by the need to reduce
food expenditure, episodes of rising food prices had induced willingness to eat various staples
besides rice. As expected, perception about the importance of food storage is associated positively

with food availability during times of rising food prices.
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Table 12. Model Summary®

Model

3

4

.965%
.965°
.965°

.964°

R R Square

931
931
931

.929

Adjusted
R Square

.923
.923
924

.923

Std. Error of
the Estimate

Change Statistics

.13586

13511

.13480

.13559

R Square
Change

931
.000
.000

-.002

F
Change

110.460
.001
0.58

2.092

dfl

11

1

1

1

df2

90

90

91

92

Sig. F
Change

.000
.982
450

151

Durbin
Watson

1.736

a. Predictors: (Constant), Food_exp, Dependent_fam, Storing, Alternative_food, Initiative, Occupation, Age, Eat_freq_after,
Food_intake_after, How_much_affect, Food_quality_after
b. Predictors: (Constant), Food_exp, Storing, Alternative_food, Initiative, Occupation, Age, Eat_freq_after, Food_intake_after,
How_much_affect, Food_quality_after
c. Predictors: (Constant), Food_exp, Storing, Alternative_food, Initiative, Occupation, Age, Eat_freq_after, How_much_affect,
Food_quality_after

d. Predictors: (Constant), Storing, Alternative_food, Initiative, Occupation, Age, Eat_freq_after, How_much_affect, Food_quality_after
e. Dependent Variable: Food_after

Source of data: Authors’ survey

Table 13. Coefficients

Unstandardized Coefficients

Standardized
Coefficients

Model B Std. Error Beta t Sig.
(Constant) 1.203 .263 4.573 .000
Age 102 .028 .166 3.598 .001
Occupation -.192 .017 -.507 -11.407 .000
How_much_affect -.366 .076 -.267 -4.826 .000
Initiative -.058 .021 -117 -2.727 .008
Eat_freq_after .468 .056 429 8.413 .000
Storing .206 .060 .158 3.453 .001
Alternative_food .967 .046 .723 20.900 .000
Food_quality_after .138 .052 141 2.647 .010

a. Dependent Variable: Food_after

Source of data: Authors’ survey

5. 2. Rural Area

5.2.1 Overview of the Economy of DI Yogyakarta

Daerah Istimewa Yogyakarta (DI Yogyakarta) is located in the southern part of Java Island. It is

bounded in the south by the Indian Ocean, and by Central Java Province in the north, east, and

west. DI Yogyakarta is the smallest province in Indonesia. It has a total area of only 0.17 percent of

Indonesia, covering 3,185.80 square km. Although DI Yogyakarta is the smallest province in

Indonesia, it is one of the most favorite destinations of both domestic and foreign tourists.

Moreover, Yogyakarta city is also well known as an “education city,” which makes it a major
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destination for in-migration from areas within the province, neighboring provinces, and other
islands in Indonesia. Factors that pull people to DI Yogyakarta include the unique place it has in
Indonesia due to its richness in history, culture, and environment, and the coastal area in the south
and the Merapi volcanic Mountain in the north, which make DI Yogyakarta a tourist paradise.
However, the province is prone to natural disasters emanating from Mount Merapi, which erupts
virtually once in every four years, and disasters such as earthquakes. DI Yogyakarta recently
experienced a big earthquake in 2006 and a major volcanic eruption by Merapi in 2010.

In terms of economy, DI Yogyakarta has a slower economic growth trajectory. DI
Yogyakarta has shown a persistently lower performance than national level during the period
2006-2010. Although it enjoyed a higher economic growth of 4.39 percent than in the previous
year (2009), compared with other provinces in Indonesia, DI Yogyakarta registered the lowest
growth of 4.87 percent in 2010. This low growth in 2010 is attributable to the eruption of Merapi,

which occurred toward the end of the year.

Figure 21. Economic Growth, Comparison of DI Yogyakarta and Indonesia, 2006—2010, (in %)
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Source of data: Badan Pusat Statistik (BPS), Indonesia, various years

On pillars of DI Yogyakarta economy, trade, hotels, and restaurants make the largest
contribution to the province’s gross regional product. Based on the economic structure data in
2009, this sector contributed 19.88 percent. This is understandable because DI Yogyakarta is also
known as the second largest tourist destination in Indonesia after Bali. The services sector comes
in second with 19.58 percent contribution. The services sector is complementary to trade, hotels,
and restaurant services. The agricultural sector comes third with a contribution of 15.34 percent to
the gross regional product. The remainders come from mining (0.76% ); electricity, gas, and water

(1.35% ); and financial services (1.77%).
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Figure 22. Economic Structure, DI Yogyakarta, 2009 (in %)
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Inflation rate in DI Yogyakarta has fluctuated from year to year. Based on data during 2001—
2009, the highest inflation rate in DI Yogyakarta occurred in 2005, at 14.98 percent. This is
understandable given the fact that inflation at the national level also hit the highest level at 17.11
percent.™® However, in 2009, the inflation rate in DI Yogyakarta reached 2.93 percent, which was
higher than national average of 2.78 percent in the same year.

Figure 23. Inflation Rate, DI Yogyakarta, 2001-2009 (in %)
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Source of data: Badan Pusat Statistik (BPS), Indonesia, various years

Inflation rate increased dramatically from 6.95 percent in 2004 to 14.98 percent in 2005,
which was largely attributed to the substantial increase in petroleum prices effected by the central
government in 2005. However, 2006 data showed a decrease in inflation rate (10.4%) in DI

Yogyakarta, but sill higher than the national average of 6.6 percent in the same year. Nonetheless,

15 The government increased petroleum prices significantly that sent the general price level soaring.
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in 2007 and 2008, the inflation rate both in DI Yogyakarta and at the national level rose, this time
due most likely due to rising food prices. Rice, being the principal staple food in Indonesia and DI
Yogyakarta special administrative region, contributed significantly to inflation. Hence, the rise in
inflation from 6.59 percent in 2007 to 11.06 percent in 2008 at the national level and from 7.99
percent in 2007 to 9.88 percent in 2008 in DI Yogyakarta, is largely due to rising food prices. High
inflation reduces the purchasing power of people who earn income that is not indexed to inflation,
which is the case for heads of households who are not civil servants, members of the military and
the police force, and retirees. Most respondents were categorized as working on jobs that varied
from time to time, meaning that their incomes were uncertain.

Another interesting development that can be gleaned from secondary data (Table 14) is the
fact that between 2009 and 2010, the Yogyakarta special administrative province registered a
decrease in the production of most of the nine essential food crops with the exception of corn,
green peas, and cassava, due to a decrease in productivity. Rice production dropped by 14,043
tons (from 837,930 tons in 2009 to 823,887 tons in 2010). There is little doubt that a drop in the
production of rice, being the main staple food in DI Yogyakarta Province, and given the same level
of demand for rice, contributes to higher inflation. The inflation rate for DI Yogyakarta in 2010 rose
to 7.38 percent from 2.93 percent in 2009, which is linked to the increase in food prices along with
prices of other commodities, attributable to the drop in supply of essential foodstuffs, including rice.
It is worth noting that the likely cause of the reduction in food production in 2010 was unpredictable
weather condition that characterized 2010. Farmers suffered huge losses in harvests due to heavy

rainfall that occurred during what was often a dry season, which some point to signs of climate

change.
Table 14. Area, Productivity, and Production of 9 Essential Food Crops, DI Yogyakarta, 2009—
2010
No. Commodity Area(Ha) Productivity (Ku/Ha) Production(Tons)
2009 2010 2009 2010 2009 2010

1 Wetland rice 105,613 106,907 62.72 61.85 662,368 646,816
2. Rainfed rice 39,811 40,141 44.10 44.10 175,562 177,071
Total rice 145,424 147,058 57.62 56.02 837,930 823,887
3. Corn 74,563 86,837 42.24 39.80 314,937 345,576
4. Soybean 31,666 33,572 12.72 11.39 40,278 38,244
5. Groundnuts 62,539 58,780 10.54 10.02 65,893 58,918
6. Green peas 745,745 1,024 6.35 5.96 473 610
7. Cassava 63,275 62,563 165.58 178.17 1,047,684 1,114,665
8. Sweet potatoes 574 599 116.50 108.25 6,687 6,484
9. Sorghum 945 724 3.15 3.15 298 228

Source: The DI Yogyakarta Governor Accountability Report, 2010 (P-1-13)

Based on the poverty data, the number of poor people in DI Yogyakarta during 2001-2010
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showed a downward trend. In 2010, the total number of poor people in this province reached
577,300 from the previous number of 585,780 (Figure 24). It can be inferred from the above figures
that from the macro perspective, there is no indication that rising prices have led to an increase in
the number of people categorized as poor in DI Yogyakarta special administrative region, in
general. However, one has to note that the number of poor people in rural areas in DI Yogyakarta
special administrative region increased from 202,120 in 2008 to 274,310 in 2009 and decreased
slightly to 268,940 in 2010. This underscores the importance of not only looking at the total sum
but also at the components that constitute the sum. If the increase in poor people in rural areas in
DI Yogyakarta is linked to the rise in food prices and inflation level, the phenomenon highlights the
urban bias that has characterized Indonesia’s development to this day. Rising food prices should
benefit farmers who live in rural areas, on condition that the increase reaches people directly
involved in tilling or managing the land, and the increase in output should not go hand in hand with
an increase in input prices. This is not the case because the government to this day sets minimum
prices for unhusked rice, which farmers receive, leaving the maximum price to the forces of the
market.'® Most farmers in DI Yogyakarta have small plots of land, while some rural dwellers do not
have lands of their own. Rather, they earn a living by tilling the land of other people in return for
payment either in cash or in kind. This might explain why any increase in food prices in DI
Yogyakarta and other regions in Indonesia, impacts on rural households more adversely than those

located in urban areas.

Figure 24. Number of Poor People, DI Yogyakarta, 2001-2010 (’°000)

1400
1200 6258 S4B 633,5
616,28 585,78 577,3
1000
800
—={ =302y
600 Bl=e=—yS it rareeill 255 04
400
=390 3345 =335SRl ity 308,36
200
2005 2006 2007 2008 2009 2010
—— City City poor(,000) —ll— Rural Rural poor(,000)
Total (DIY) Total poor(,000)

Source of data: Badan Pusat Statistik (BPS) Indonesia, various years

On human development index, it is evident that Gunung Kidul has the lowest HDI ranking
among all the districts and municipally of DI Yogyakarta special administrative Province. Gunung
Kidul ranks 285 on national HDI, which is attributable to low expenditure per capita, low duration at

school, and relatively high illiteracy rate. If compared with other districts in DI Yogyakarta special

16 Market intervention is indirect, not through setting maximum prices but selling buffer stocks , increased selling of heavily subsidized rice for the
poor , and importing rice whenever price levels reach certain levels.
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administrative region, Gunung Kidul has the lowest expenditure per capita (IDR623,000 per
month), low duration of school (7.61 years), the lowest literacy rate (84.52%), and the lowest life
expectancy at birth (70.88 years). Poor performance on HDI is also an indicator of the high poverty
incidence in Gunung Kidul in comparison with other districts in DI Yogyakarta special administrative
region. High poverty incidence increases vulnerability to changes in the elements and to increase
in food prices.

Table 15. HDI by Components and Districts/Municipalities in DI Yogyakarta Province, 2009

Life Literacy Rate | Duration at Real HDI HDI Ranking

Expectancy (%) School Expenditure per (National
(years) (years) Capita (‘000 level)
IDR)
Kulonprogo 74.09 89.52 7.89 629.5 73.77 106
Bantul 71.21 89.14 8.64 643.89 73.75 107
Gunung Kidul 70.88 84.52 7.61 623.09 70.18 285
Sleman 74.74 92.19 10.18 646.08 77.7 14
Yogyakarta City 73.35 97.94 11.48 647.59 79.29 1
DI Yogyakarta 73.16 90.18 8.78 644.67 75.23 4
(Province)

Source: DI Yogyakarta Provincial Governor Accountability Report, 2010
5.2.2 Profile of Respondents from Gunung Kidul

For the DI Yogyakarta area, a survey was conducted in Gunung Kidul (specifically in Wonosatri, the
headquarter or district capital town of Gunung Kidul), Playen Municipality, Panggang Municipality,
and Ngawen Municipality. Gunung Kidul was chosen as the location of the research for some
reasons. As mentioned earlier, Gunung Kidul has a limited number of people with productive age,
as many of its productive residents tend to migrate to Jakarta. However, we were fortunate to find
some respondents at productive age of between 20 and 45 years still living in Gunung Kidul. The
total number of respondents drawn was 85 households, of which 30.6 percent were within the 26—
35 age range, 42.4 percent within the 36—45 years old range, and 27.1 percent above the 45 years

old category.

Table 16. Age of Respondents, Gunung Kidul, DI Yogyakarta

Frequency Percent Valid Cumulative
Percent Percent
Valid 26 30.6 30.6 30.6
26-35 years
36-45 years 36 42.4 42.4 72.9
> 45 years 23 271 271 100
Total 85 100 100

Source of data: Authors’ survey
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In terms of occupation, respondents consisted of farmers (9.4%), government officials
(4.7%), menial laborers (21.2%), informal sector workers (29.4%), and other occupations (35.3%).
Most respondents fell within the ‘Other occupation’ job category. As in DKI Jakarta, respondents in
DI Yogyakarta mostly live below the poverty line and earn a living by taking on jobs that are
available to them due to extremely limited options. Most of them are employed on a seasonal basis
in construction projects, non-specific order jobs, and other seasonal jobs. It is important to note
that Gunung Kidul is well known for its dry land; some of it fall under the karst category. It suffers
from water deficiency, and generally “poor” in terms of natural resources. Although some areas are
covered by forest land, most of its terrain are infertile due mainly to insufficient water supply
throughout the year. During dry season, Gunung Kidul always experiences of water scarcity. Water
scarcity underlies the poor performance of the agricultural sector in the district. This fact was
reflected in the the respondents’ type of employment with only 9.4 percent of them relying on the
agricultural sector. With water scarcity being a perennial problem in the district, very few people are

interested in earning a living in the agricultural sector.

Table 17. Occupation of Respondents, Gunung Kidul, DI Yogyakarta

Source of data: Authors’ survey

Respondents in Gunung Kidul have similar characteristics in terms of number of family

members or dependents. Most of them have at least 4 dependents, with 95.3 percent households
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having more than 5 persons, while only 4.7 percent have dependent family members that fall within

the 4-5 persons range.

f Valid Percent Cumulative
€ Percent
i
C
€
i
4 4.7 4.7
¢ 95.3 100
!
100

Table 18. Number of Dependent Family Memberrs, Gunung Kidul, DI Yogyakarta

Source of data: Authors’ survey

Besides having large family members, respondents in Gunung Kidul are characterized by

having mostly middle education achievement, with 63.5 percent of them having high school

education and 36.5 percent with elementary school education. Elementary school education in

Indonesia takes 6 years of schooling, while high school consists of junior high school (3 years) and

senior high school (3 years). No respondent has a university degree.

Table 19. Education of Respondents, Gunung Kidul, DI Yogyakarta

f Percent Valid Cumulative
r Percent Percent
€

(

L

€

(

)

1 36.5 36.5 36.5

j 63.5 63.5 100

; 100 100

Source of data: Authors' survey

Unlike respondents from DKI Jakarta, respondents from DI Yogyakarta are not regular

wage income earners. Their monthly income ranges are IDR500,000-IDR1,000,000 (44.7%);
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IDR1,000,000-IDR2,000,000 (34.1%); below IDR500,000 (14.1%); and above IDR2,000,000

(7.1%). As to income earned, respondents from Gunung Kidul Regency, DI Yogyakarta’s special

administrative region, earn lower incomes than those in DKI Jakarta. Other factors considered

constant, DI Yogyakarta (rural setting) on average has a lower wealth level than DKI Jakarta (urban

setting).

Table 20. Monthly Income of Respondents: Gunung Kidul, DI Yogyakarta
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100

Cumulati
ve
Percent

141

58.8

92.9

100

Source of data: Authors’ survey

5. 2. 4. Impact of Soaring Food Prices on DI Yogyakarta

Meanwhile, for the Gunung Kidul model, occupation negatively influences perception about food

availability, as is the number of dependents, expenditure on food, and food intake. As is the case in

urban setting, households have tried to reduce the impact of rising prices on their well-being by

changing their purchasing habits, and by their willingness to eat foodstuffs alternative to rice.

Table 21. Coefficients?®

Unstandardized Standardized 95,0% Confidence
Coefficients Coefficients Interval for B

Lower Upper

Model B Std. Error Beta t Sig. Bound Bound
(Constant) 9.725 1.079 9.016 .000 7.577 11.874]
Age -.217 .079 -.202 -2.752 .007 -.373 -.060
Occupation -.114 .039 -.174 -2.888 .005 -.192 -.035
Dependent_fam -1.219 .233 -.318 -5.235 .000 -1.683 -0.76
Food_exp -4.388E-7 .000 -.145 -2.253 .027 .000 .000
Eat_freq_after .378 .145 215 2.603 .011 .089 .666
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Where_buying_after -1.381 132 -.592 -10.486 .000 -1.643 -1.118

Alternative_food 499 .155 .265 3.213 .002 .190 .809
Food_quality_after .881 156 540 5.644 .000 570 1.192
Food_intake_after -.761 .189 -.437 -4.026 .000 -1.138 -.385

a. Dependent Variable: Food_after

Source of data: Authors’ survey

5.3 “Local Ways” of Alleviating Soaring Food Prices

5.3.1 Urban Area: DKI Jakarta
Based on research findings, urban society, which is represented by poor urban community, has
some peculiar characteristics and use strategies in meeting basic needs (particularly food) in the
aftermath of rising food prices. DKI Jakarta, which represents an urban area, provides a good
example of ways an urban society in Indonesia tries to fulfill basic needs in times of soaring
foodstuffs. In this analysis respondents with balanced food intake, in the wake of rising food prices,
accounted for 38.2 percent in the urban area. The rest of the respondents (61.8%) said they were
merely able to fulfill their basic food needs on carbohydrates (rice), vegetables, and protein. In
other words, what is important is having something to eat and not what one eats (i.e., filling an
empty stomach). This implies that most Indonesians, especially the poor, eat whatever food is
available to stave off hunger, paying less consideration to the quality of food. Such a practice has
become more frequent in the aftermath of rising prices of essential food items such as rice,
vegetables, and proteins.

Table 22. Balanced-Food Intake after Increase in Food Prices, DKI Jakarta

Frequency Percent Valid Percent Cumulative Percent
Valid Rice, vegetables, protein 63 61.8 61.8 61.8
Balanced diet epitomized (4 39 38.2 38.2 100.0
healthy, 5 perfect)
Total 102 100.0 100.0

Source of data: Authors’ survey

The findings closely mirror those reported in Wardani et al. (2009), which showed an
apparent lack of synergy in various government policies. Ketahanan pangan is the Indonesian
translation of food security. Literally, these two words are not strange to the ears of common
people. However, when it comes to government food policy, this is not something that everybody
can digest easily, particularly those with low education. Many respondents had difficulties
comprehending the concept of food security and, hence, did not really understand the problems
relating to it. When prices rose, it was not easy for them to understand what had gone wrong.
Those in urban areas were mostly supporting their families living in their home villages. Many of

them did not understand at all what food security means and, for some, food security simply means
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the ability to provide sufficient food for their families in the city and families/relatives in their home
towns/villages at certain periods of time, without worrying about available food stocks that would
last before the next food stock becomes available. However, it should be noted that, in their point
of view, “sufficient” generally means averting hunger, often disregarding the nutrition value in the
food they consume. It does not mean that they were not aware that the government has been
promoting for years the importance of consuming a balanced diet epitomized in the slogan
makanan empat sehat lima sempurnal7 (eating four types of foodstuffs is healthy, but eating five
food types —proteins, carbohydrates, fats, vitamins, and minerals — is perfect).
Figure 25. Empat Sehat Lima Sempurna Slogan (Balanced Food Slogan)

Source of picture: http://www.google.com/#sclient

Nonetheless, although more than 38 percent of the respondents said they had a “balanced
food diet,” they exactly did not have sufficient knowledge of sources of nutrition in food materials.
Again, research findings confirm our findings in the Wardani et al. 2009 research on the same topic
but covering a very different sample of respondents. The finding is that some urban poor cannot
afford and, hence, cannot eat nutritious food. The government’s awareness program focused on
consuming nutritious foods (vegetables, eggs, chickens, soybeans tempe and tofu, and a glass of
milk) was represented in a circular picture showing rice as the main staple. For the urban poor who
often consume rice with vegetables and tempe or tofu, the image of nutritious food that had been
introduced to them since they were in elementary school means nothing but a dream that has
never come true. Hence, drinking milk (which is portrayed as the perfect food) is, to many, an
illusion that has yet to happen in their lives. One should also note that drinking milk has never
been a norm in Indonesia. This explains why many respondents consider milk as only good for
children less than five years old and not for adults. To many Indonesians, drinking milk takes on

colonial undertones; as a nation colonized by the Dutch for more than three centuries, the practice,

17 Empat sehat lima sempurna is a slogan promoted by the government to introduce a concept of consuming nutritious food. It literally means “four
is healthy, five is perfect”, with four referring to food containing carbohydrate, protein, vitamin and mineral and those four will be made perfect
by the consumption of milk.
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if done by an adult, is often viewed either cynically or jokingly as being “very Dutch.” In any case,
the price of milk is beyond the reach of the poor. Pure fresh milk from the dairy farm costs about
Rp6,000/liter, while one liter of packed milk costs Rp10,500 to Rp13,000 (Wardani et. al 2009).
From the data presented, it is evident that the urban poor do not pay attention to the quality of
food, as it is a luxury to them; rather, they simply consider the quantity of food that they eat.
Because of soaring food prices, it is hard (a formidable task) to get sufficient quantities of any
foodstuffs and it is even harder to get quality foodstuffs.

Most of the respondents (48%) get their food by cooking (rice) and buying (side dishes like
vegetables and proteins). This finding too is interesting if compared with our previous research
findings in 2009. In 2009, most urban poor bought “ready-to-eat food” for their daily needs. We
assume that the shift in behavior from buying all prepared/cooked food to cooking was a response
to rising food prices. In other words, cooking, being cheaper especially for those with many family
members, has become a coping strategy by the poor to reduce the impact of rising food prices on
their well-being. Spending more time to cook what they eat, despite losing some additional income

in the process, is considered worthwhile due to rising food prices.

Table 23. How to Get Food after Increase in Prices, DKI Jakarta

Frequency | Percent | Valid Percent | Cumulative Percent
Valid  All cooking 49 48.0 48.0 48.0
Combine: cook rice and buy 49 48.0 48.0 96.1
others
Others 4 3.9 3.9 100.0
Total 102 100.0 100.0

Source of data: Authors’ survey

Table 24. Where to Buy Foodstuffs after Increase in Prices, DKI Jakarta

Frequency Percent Valid Percent Cumulative Percent
Valid Groceries 30 294 294 294
Traditional market 64 62.7 62.7 92.2
Modern supermarket 8 7.8 7.8 100.0
Total 102 100.0 100

Source of data: Authors’ survey

The changing behavior is also reflected in the pattern of where respondents bought
foodstuffs in the wake of rising food prices (see Tables 23 and 24). Most of the respondents
bought their foodstuffs from traditional market (62.7%). Besides traditional market, respondents
also bought foodstuffs from groceries (29.4%) and only a few bought these in supermarkets

(7.8%). Reasons for these behavior are found to be related to one another. For respondents who
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bought their foodstuffs from traditional markets do so because food is relatively cheaper there
compared to other places where food is sold. However, 29.4 percent of the respondents said they
preferred to buy foodstuffs from nearby groceries because credit is offered to loyal customers and
because of proximity to their houses.

Besides changing shopping behavior, respondents also described how to fulfill their food
needs based on alternative food, especially for staple food. As we write this report, Indonesia is
celebrating Ramadhan and Moslem holiday. As usual, before and during the Ramadhan, the
country experiences increased demand for basic needs, including foodstuffs. During this period,
Indonesia experiences the double the impact of soaring food prices. Recently, rice prices (as staple
food for Indonesians) are increasing by 10-30 percent. That is a big amount, especially for the
poor. Based on in-depth interviews and observations during fieldwork, we found that most
respondents use different strategies to face this problem. Some of them reduced the amount of
rice they usually eat, and most tried to look for other kinds of food to “replace” rice. In households
in urban areas, eating instant food or local bread to replace rice is very common. For them, this
“alternative staple food” sometimes could replace not only rice but also standard balanced-food
intake for daily consumption. In suburban areas, like Tangerang and Depok, some respondents

also eat local cassava to fulfill their hunger and carbohydrate needs.

Table 25. Alternative Food, DKI Jakarta

Frequency Percent Valid Percent Cumulative Percent
Valid Yes, we have 86 84.3 84.3 84.3
No, we have not 16 15.7 15.7 100.0
Total 102 100.0 100.0

Source of data: Authors’ survey

5.3.2 Rural Area: Gunung Kidul
Rural areas used different strategies in countering the impact of soaring food prices. In terms of
balanced-food intake, only 3.5 percent of the respondents in the rural area were able to maintain it.
Most of them (72.9%) eat rice, vegetables, and protein for their food intake. 17.6 percent of them

eat only rice and proteins, while 5.9 percent of them eat only eat rice and vegetables.

Table 26. Balanced-Food Intake after Increase in Food Prices, Gunung Kidul,
DI Yogyakarta

87

Frequency Percent Valid Percent Cumulative Percent
Valid Balanced food (4 healthy, 5 3 3.5 3.5 3.5
perfect)
Rice, vegetables, protein 62 72.9 72.9 76.5




Rice, vegetables 5 5.9 5.9 82.4
Rice, protein 15 17.6 17.6 100.0
Total 85 100.0 100.0

Source of data: Authors’ survey

Based on observations and interviews, it was noted that respondents from the rural areas
obtain their carbohydrate and protein requirements largely from their own fields or from their own
farming activities. One interesting phenomenon in the rural area is that most of the respondents
have several jobs as source of livelihood. Most of them have a plot of land that produce agricultural
commodities such as local cassava. However, the shift in eating behavior is also discernible in the
rural areas, as manifested in the consumption of instant noodles and junk foods as snacks for
children.

Another important feature in the rural area, in contrast to the urban area (DKI Jakarta), is
the preference of respondents to cook their own meals. This is probably due to the fact that most
rural households have a large number of family members, which makes it very costly to buy ready-
to-eat foodstuffs. By cooking their own meals, rural respondents save the money they would have
spent on buying ready-to-eat food to serve other purposes such as education, health, and social
occasions (marriage event, customs, etc.).

The variety of local foodstuffs in rural areas is also very different from that available in
urban areas. Rural respondents have local knowledge, which has been passed on from one
generation to another, to produce carbohydrates other than rice. Historically, Gunung Kidul is well
known for producing local cassava or tiwul, to use the local term. Tiwul used to be the main staple
food for Gunung Kidul prior to the relentless efforts of the Suharto regime to popularize the eating
of rice as a ‘national’ foodstuff. During the New Order era, tiwul virtually disappeared as a local
food staple and has been relegated as a second-class food for second-class society. However,
history has it that during the hunger periods in the 1970s, tiwul appeared again as the food that
saved many people in Gunung Kidul from starvation. Since then, despite government efforts to
increase rice consumption, given local conditions, tiwul is still considered an alternative to rice as
staple food. Table 27 summarizes the local strategies adopted by respondents in urban and rural

areas to cope with rising food prices.

Table 27. Local Strategy during Food Crisis, Urban Area (DKI Jakarta) vs. Rural Area
(Gunung Kidul, DI Yogyakarta)

Balanced Food Get Food Where Buying Alternative Food
Urban Balanced-food, 4 Healthy | Cook and Traditional market Yes: instant food
5 perfect Cook-buy
Rural Rice-protein-vegetable All cook Traditional market, Yes: local food, instant food
own produce

Source of data: Authors’ survey
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Based on fieldwork and discussion with respondents at the household level, it was revealed
that whenever households face food shortages, family members reduce the quantity/size of food
that they eat. Thus, households try to maintain the habit of eating rice twice a day, although with
varying portion/quantity and type of vegetables. On the social strategies that households adopt in
response to soaring food prices, most households in the rural area often share and borrow food in
turns, depending on who is in dire need. This mechanism occurs within family groups and within
neighborhoods. However, this practice is no longer as common as in the past. Today, households
in Gunung Kidul tend to rely much more on family members who have migrated to bigger cities
where they stay and work. In effect, city dwellers serve as “safety nets” for their relatives still living
in rural areas. Nonetheless, the practice of sharing, ‘lending and borrowing’ ingredients of foods
(for example small portions of salt, sugar, and pepper, among others) are still pervasive. Family
members come in for help whenever needs for foodstuffs such as rice, sugar (in large portions)
and large gquantities of other basic necessities arise.

CHAPTER VI. CONCLUSION AND RECOMMENDATION

6.1 Conclusion

This research unveiled some interesting findings on the impact of soaring food prices on food
security and poverty in Indonesia. Some contrasts were found between urban and rural
communities. At the macro level, factors that influence poverty both in rural and urban areas are
education, calories per capita consumption, and protein consumption. Research findings show that
respondents with higher education are able to mitigate the impact of soaring food prices on their
economic well-being better than those with lower education. It is apparent that urban respondents
who have high educational attainment were able to maintain their protein and calories
consumptions at the normal level even after the increase in food prices. Meanwhile, in the rural
areas, educational attainment does not have the same mitigating effect on people’s economic well-
being to reduce the impact of soaring food prices as it does in urban areas. The impact of rising
prices affects poor households in rural areas in the same way, irrespective of their educational
attainment. Hence, as can be inferred from the research findings, in urban communities, poor
households can mitigate the impact of soaring food prices on their incomes and well-being,
generally, if they have high educational attainment. This has much to do with high incomes
associated with high educational attainment in urban areas, which serves as a cushion to mitigate
the impact of rising food prices on disposable incomes. It must also be noted that efforts by the
government to stabilize food prices are more intensive in urban areas than in rural areas as the
former serves as political barometers for other areas of the country. Urban dwellers, even the poor,
do not face the full force of the rising prices as the government, through Bulog, continues to carry

out market operations (selling cheaper rice and other basic commaodities), importing rice when
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prices rise beyond predetermined levels, and implementing rice-for-the-poor program. Households
with high education, having higher disposable incomes to start with, derive much from food price
intervention carried out by the government compared to the poor, many of whom find it hard to buy
much cheaper rice under the rice-for-the-poor program. Meanwhile, in the rural areas, increasing
food prices is found to aggravate poverty in virtually all households. This is because of the
relatively low education attainment and unstable occupation (most of the respondents do not have
permanent jobs, are rather footloose, and go for whatever job is available), which increases the
severity and certainty of the impact of rising food prices on their incomes, which are uncertain to
start with. Moreover, most residents in rural areas have low incomes, and spend a high proportion
of it on food items. This implies that any increase in food prices hits the poor rural households
harder compared with their urban counterparts. One would expect farmers in rural areas to fare
better than other rural dwellers. However, this is not the case because despite high prices of the
commodities that they grow, the price they get on selling their produce is just a small fraction of the
retail price in traditional and modern foodstuffs markets. The government still implements the policy
of minimum price for essential commodities such as rice, which is aimed at stabilizing prices in
urban areas where unionized labor, economic and political elites, civil servants, the military, and
the police live. Such policies keep farmers’ prices lower than spot market prices. This is why rising
food prices translate into high poverty incidence in rural areas.

At the micro level, some interesting findings also came to light in this research. The
analysis is classified into two categories: urban and rural communities. In urban communities,
despite rising food prices, households maintain their food security by carrying out some strategies.
These include (i) eating alternative staple foodstuffs besides rice; (ii) reducing the quantity of food
eaten at meals and giving preference to younger members of the households (in this case, children
become top priority); (iii) doing more than one job to earn additional income; and (iv) storing food
during times of rising food prices. In the rural areas, the strategies that households adopt to
maintain their food security during times of rising food prices include changing their purchasing
habits for foodstuffs and eating alternative traditional food and instant foods to replace rice as the
main staple food. The practice of sharing hardship is also more frequent whereby households in
dire food needs borrow food items from those that are relatively better off. Collective spirit among
households in rural areas is still strong and helps in mitigating the impact of rising food prices on
the well-being of household members. However, it is interesting to note that many households in
Gunung Kidul (rural area) also rely on their relatives who work in urban areas for supplementary
income. The young and productive still maintain their contacts with relatives in rural areas as they
are sure that without their assistance, especially during times of adversity, their relatives will
certainly be in peril. In that regard, relatives who work in urban areas serve as providers of off-farm
income to those left behind in rural areas.

Our findings confirm results of a previous research that found an association between
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policies implemented by the government and the aggravation of food security status and poverty
level in both urban and rural areas. Economic liberalization is found to contribute to high prices
and, hence, positively influences expenditure on food for households in both rural and urban areas.
The reduction of subsidies in the agricultural sector has had a positive effect on food prices as
farmers have to pay market prices for all their inputs. However, farmers cannot sell at market
prices their commodities such as rice, sugar, maize, soybeans, and six others that are categorized
by the government as essential; instead, they have to receive predetermined prices, which are set
based on other considerations such as food stability for salary earners, national food security, and
political stability, rather than on the well-being of farmers. There is little doubt, based on our
research findings, that dependency on rice is still one of the major causes of vulnerability of many
households to food insecurity. This is the case in urban areas as well as in rural areas. Rising food
prices, especially rice prices, have forced many to seek alternative foodstuffs (which are often of
poor quality in terms of nutrients, to reduce the quantity of food eaten per meal) and to change
their purchasing habits.

Overall, the research has found that households in both rural and urban areas have been
affected by rising food prices as they had to dig deeper in their pockets to pay for foodstuffs. For
those who are already poor, rising food prices have aggravated poverty in both rural and urban
areas. Government policies implemented since 1998 (which liberalized agriculture and reduced the
role Bulog plays in stabilizing food prices) have increased the likelihood that whenever food prices
occur, many people will suffer since the policy of maintaining buffer stocks, although still in place,
no longer has the backing of the national budget as was the case in the period before 1998 when
farmers faced difficulties in selling their crops during bumper harvests because Bulog either does
not have the funds required to buy all these or it is not profitable for Bulog to do so. That leaves
farmers with only one option: to sell their harvests to tengulaks (or middlemen) at give-away prices,
as they have to pay loans for the increasingly expensive agricultural inputs.

There is another problem with respect to policy, which is the potential danger of the
government not acting as quickly as it should to reduce the impact of climate change. The year
2010 is a good example of how climate change can undermine food security. The production of
rice, soybeans, and maize fell short of expectations in 2010 as a result of unpredictable weather.
Such events could seriously undermine efforts at maintaining food security in Yogyakarta either
through diversifying the variety of foodstuffs that people consume; increasing the acreage of land
on which these are grown; or increasing the production of horticultural commodities, food crops,

and livestock, or preferably all of these, simultaneously.

6.2 Recommendations
Considering the adverse effect of full-fledged liberalization of agriculture on ensuring sustainable

food security, there is a need for the central and local governments to use food security as an entry
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point to revitalize the role of Bulog in ensuring stable food prices. In times of price uncertainty,
opting for a food security policy that leaves everything to the forces of the markets is no longer
tenable. Food buffer stocks should be revitalized and decentralized in regional centers, with stocks
of various food staples rather than storing only rice. If the government is serious in promoting
diversity of food consumption, it should allow rice prices to gradually rise while, at the same time,
encourage the production, distribution, storage, and consumption of alternative food crops.

However, farmers should be the cornerstone of the new food policy as, without them,
increasing output and quality of horticultural commodities, food crops, and livestock products will
be difficult to achieve. Food price stability should not be at the expense of farmers who are
predominantly small-plot holders/owners, low-income rural dwellers. Both farmers and consumers
need subsidies, if their incomes are to rise to levels that are strong enough to serve as an engine
of sustainable economic development.

Food security has been a practice that most people used to take for granted. This is
because old generations used to teach young generations the secrets of storing food in barns for
long periods, using the fallowing method to disrupt the pest life cycle, and intercropping to reduce
the exposure of soil to wind and downpours that take away the most fertile parts of the soil. To
enhance food security and mitigate the effects of climate change, there is a need to revisit current
methods of farming to ensure that sustainability of land, water resources, and biodiversity are
taken into consideration.

There is little doubt that government efforts to increase the diversity of food consumed
(from heavy dependency on rice and even imports—such as wheat—to roots, tubers, and maize—
which are easy to grow in various parts of the country) should be enhanced. Otherwise, such plans
remain on paper, and strategic action plans as programs on the ground do not show evidence that
actions to support diversification is underway.

Additionally, food security should be integrated into a multisector rural development
strategy that brings the agricultural sector, processing and manufacturing sector, trade, research
and technology, and public works together in program planning, implementation, monitoring and
evaluation. The overriding goal should be to increase off-farm activities in rural areas as a
prerequisite to increase land productivity, and land reform to increase returns for those tilling the

land, hence, stimulate their interest in making investments that improve land productivity.
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