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Let’s distinguish between policies that 

 

(a)  raise the mean of domestic rice prices relative to world prices – 

protection 

 

and those that  

 

(b) lower the variance of domestic prices relative to world prices –         

stabilization 

 

 

We are going to look at Indonesian rice prices with this distinction in 

mind. 



3 

 

 Figure 1. Real Rupiah rice prices 
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Figure 2. Real US dollar rice prices 
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Poverty incidence: Indonesia 
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Percentages of households  
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Conclusions 

 

1. Since 2004 Indonesian price policy on rice has 

shifted away from stabilization and towards 

protection. 

 

1. In the short-run at least, this shift in policy has 

reduced food security and increased poverty, 

relative to what would otherwise have happened.  

 


