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mrmg the péx lod 1981 » 1991 Indonésian ’"’b@ pmduc: ion. mmam fmm‘ ‘7
3,27 to 44.32 millions tonnes, an increase of mnre than 35 pexf conl, dm to t}w
increase in px‘ndmﬁvity from 3493 kg}ha to Aasikg/ ha and me hnrvust areas
from 9.4 to 10.2 millions heetares. The yields of mungbmn and peanuts also
increased considerably by about 46 per cent and 10 per cent Mpecuvaly
(Department of Agriculture RI, 1992), |

The ciﬁmmi\d for rice, mungbean and peanuts expanded considerably,
primarily driven by an increase in human consumption, The &hmxg ing
soefoeconomic and demographic structure of the Indonesian population has
been an important determinant of changes in the pattern and composition of
food consumption, This change in the consumption patiern is observable in
hoth urban and rural areas. During the years 1981 » 1984 expenditure on food
- inereased from 61.5 per cent of total expenditure in 1981 to 63.2 per cent in 1984,
The data from Central Bureau of Statistics (CBS) show that there i a change in
the consumption pattern, This is nclicatred by a reduetion in proportion of mtal
- expenditure on stavchy foods from 85.5 per cent in 1981 to 32,6 per cent in 1984,

~ Consumption of all staple foods is expef*md to continue to rise as income
grows, but at a diminish hing rate. As income gmwm the consumer is s inereasingly
aware of the quality of products purchased, Awmdiug to traditional theory goods
are the dlmm object of utility and hn basie theory provides no guide to the effects
on demand of apaaif ad chanw n the qt,muy of goods. 1f analysis of the



:mpmmm mpiicmtfm f@r th& developmank:of effe;:tivx; :md amaimxt grad ngf |

standnrdq hﬂd mrkat mmmtmns i‘ib W!&l ;5; for the wglggm Qfmar}ge{»
pm?ﬁmpamﬁ in general, : B O

ECONOMIC BACKGROUND

Conventiondl competitive economie ¢ kemy begins with the hypmmw of
price taking firms and consumers, buymg and selling hommgammus
commodities in welldefined markets, The sl implifications of standard economic
theory may be too great when considering highly differentiated products and the
viriety of factors influencing the consumer's declsion proeesses. Product variety
rerdocts the seatch for & mateh between the quantity and nature of characteristics
which are imparted to products by firms and the quantity and mix of
characteristies demanded by consumers.

Hayenga ot.al (1985), Unnevelir (1986), Ladd and Suvannunt (1987), Quilkey
ehal (1988), and Favrila (1989) observed that the consumer's willingness to pay
for various prices for sub-sets of a product class are related to the presengo or
absence of certain attributes of the product. The theary underlying the modal
draws on the household production framework of Becker (1965) and Muth (1966),
and the produst characteristios nppmac;lz of Lancaster (1966),

Becker and Mmh prosent the idea that 11:@1.:_563111&1@1‘:5 are both consumers and
producers of goods. The Muth and Beeker model assumes non<joint Individual
production funetions,



whete *z; ﬂ\ﬂ qumxkit'y Qf* tlm Lt!!yr: ‘l‘“'x“tmad

| af th;z good Eisgﬂf; In mmamw‘ﬁ mmm ic Is nmmﬁd that em:ix m,,
possesses a vector of characteristics (or qualitis) that are nbjmtwely defi ined by Al
producers and onsumers, Consumers purehase and consume combin nations M‘
goods and the level of wtility altained is derived from the sum of characteristies
belonging to these goods. Amitdmg to Laneaster the household ;prmzi‘s:mtim :
function has the linear form: |

with Cyy being defined as the quantity of the ith characteristie contalned in one
unit of the jin market good. Laneaster writes the individual's ulility funetion as,

3 Uellan.....uz),

where 2; is the total amount of characlerisite | obtained by the consumer. The
consumer chooses qwmu ties of gonli mxmmy 'wsrmm mmmmﬁm trr maximise

(4) Max Utz)
BT, z2sCx

yabx

,'.wx;m;;%'t)if, |

where  #1g the ‘s:fmmz;;
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characteristics, such as 2% This is given by thie wmt

’-u

1 to the problem:
(5) Min  DPx
5T, Ox kzﬁ
x20
the gix;:u. af () is
Max p2*
8T, pCep

where p are the shadow prices of the characterfsties, For constraints which are
bmdmg n ‘he solution of above problem

(6) PrepCo
where Pis the solution subsvector of P
€2 {s the solution sub matrix of C.

 This resultis a linear specification of he hedonie price function,



A Iurlimr Kmimtian m lw Iﬁmmt&r mcsdel is that it is fmmulmcl ri mmw m‘-* S
ab}‘ecmreiy measurable r:h*xrm::twistim snc o-psycl hologieal aspects of s hmpp ngﬁ‘ .
environments, which sometimes have no ;iimc;& mimiml Wp with the phyﬁ tml; e

characteristics of goods, have ftctxt generally lmtm takery mm ageount.

Related to the hmmhc: Id production funetion are the mvml ﬂppmmﬂw
measuring the effects of gu tlity differences on warket hﬁhavimw mm,
differenges among marm goods have been of spme interest to egonomists ab
least since the work of Wﬁum (1928) on vegetablo prices, The hedonie prlw
function approach appears to have its b@gmntng in the simultaneons papers of
Houthakker (1952) and Theil (1952), where market pricas were specified as linear
functions of a sealar level of quality, which wag assumed to be available in the
market in a continuum, This assumptlon Is not "uwayzs sultable for analy& ng

Issues nbuut the changes in the mnge of quﬂl ties Ml‘emxj to & consumer,

DATA ANED FMWNQAL Mm?ﬁf«

M‘f‘?’"‘d ﬂg to Lugas (1975) a general form of the mdmnicz price function ¢an

!(':?{)f»f~~ O PREPC G ) el liand e tn,]

 where, Pyis the market price of the it commodity



sham m‘ grmm per«:\anmg@ mf bmkm gm :
- percentage of off-colour grains, paaxmmga of shrunkor g;rafm an& ﬁlmmwrmmsi |
whigh mtiz;fy subjective p:mp!im such as the shnppmg mwimnx‘mnb The
gonsumer is assumﬁc{ to attach & certain w:ﬂgm to gm:h lmu;: tzﬂskm‘ E

' The empirienl part m’ th pmlim \mrylrtudy 1& asm t:m the i?l’ﬁfi‘i*bnﬁlifmﬁl
data from wholesale and retall outlets i Jakarta 1992, The dafa on prmmm:
characteristics werg aequired from 5ma l samples of pmﬂum collacted from the
 sellers (wholesalers and retallers). Samples were taken of each grade of products
affered by randomly chosen sellers, Prices and a varety of eharactoristics of the
products were recorded for each sample,

The empitical form of ‘khu- Qsﬁl&lfﬂlf{m m»llm estimated may be written as:
®  Py= M}:m Cra NP2y ‘H%g
ht,,m, l“ is the price per ki wgrnm | |
¢ re mmwumbm Immmristmﬁ, suf;h o
1‘ 51 :m (mmz |

| R» 8l m;m (mt cs ngmth/widi
53, Spl k (%)

s’zmenmga qt‘ fmm gn mm er :mmmt, e
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o, :Iir are r.;:;gmsm. on mm;:mma: 5
iy are stoghastie ’&fmm

hyphm hosised that the prm;cmca of dnmm smh a8 broken grmnm et

'(Imzign matter), 5 aplit, offcolour, and shrunken gmi 18 mmtit i price di ecmmm, SR
Sinco consumers may be Infl uenced not onl y by pmc{uma eﬂmmemrisum but alsp

- by characteristies of the shopping envi ronmaent, vatiablos aczvmmumg for yp&; al“
retailer and packaging ware included in tiu:s model, -

A list of continuous and diehotomous (dummy) vatmlzzsf d‘éaigmg{ o
eapture the effeets of the process of consumers' valuation of selected foods and
the expected relationship of charasteristics to food price Is pravided in Table 1.

THE RESULT

Bstimates of Implicit prices of the quality characterlstics of selocted foods are
presonted in Table 2 » 4, The implicly price reprosent the change in the food price
for a one-unit thange in the characteristics,  The quality altribules Included
explain & large proportion of price variation in all three foods at wholesale and
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|5 Broken o
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hanicieratis
|9 Type of rotaller
m ermarket) | | .
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. = not applicable; P = peanus; M = mungbean; R = tic,

retall lovel, indieating that eharacteristic varlobles included in the mode) pmwﬁ@
good indicators of consumer proferonces. The signs and significance, particularly
for size and shape variables, of charactoristics vary among foods and among
market levels,

The rice data did not have enough samples which were offeolowr or with
foreign matter content fo derive with confidence an Implieit price for these
characteristies. Proferonce for gwm quality products have the expected sign in
wholesale and retall lovel, but proforences for size and shape atteibuies vary,
Porvign matier seoms 1o be o particularly significant determinant of price for
peaniis and mungheans at the wholesale level, but not at the retall level, At the
wholesale :l,mlf:r;-’v;z’z;i»um_mx In Jorelgn malter contont are rewarded signifleantly.
The Implicit prices of foreign matter content in the foods at the retall level are
ot statistically significant as they are at the wholesale ovel,
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dRomtl:

28hape )
asplit T O S I
1Offcolour +11.95 R «3L05 384

5.Jorelgn matter 16 +1.86 B R

7 0,18 |
a.8hrunken skl 3.79 134 5,63
7.8upermat ké% na it 175446 474
B.ackayed . L] 48,87 1,29

h ’;}»mﬂnﬁ(flnt Vs 1461'?0 }&«*‘2 vl 176‘}‘09 13'24

Fevalue 13.94 50.74

ma = not applicable
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2.8hape | 12688 1’}91 31;1!3 | ”1,6:% s
3.8pit 85 0% e
4.Qffscolour +4,55 2,06 Rl 232
5.Foreign matter +16.52 47 271 .65
o.8hrustken .34 0,19 4,33 «1.67
7.5upermarket na na 150.07 13.22
B.Packaged ma i 74,35 8.28

Q»C:‘Onsitﬂnkl AP oot i oo 1813’33 bl iy 10'79 e M 19&6‘%%»«09. mﬂwaihgg S

R? 048 0.95
Pavalup 379 169.01

naa = not applicable




3.Broken SYCR 091 08 210
4Chalky 4701 2@ e 504
§.8upermarkel na ma 18822 1123
b.Packaged na i T!;‘B.Béz 1128

R? 077 052
Fevalue 2141 10811

na = not applicable

clearly a refloction of the cleaning and sorting which take place at the wholesale
lavel,

The consumers pay pramis for bottor shopping environment (supermarket
stylo and packaging), Both types of retall style and packaging varinbles play a
signifieant role in consumer purchase decision and contitbute o the value of the




,hypothes 5 lIQ ; [36: wyk = O (whem wi mci k=) v
'hYthcsm Hi: ﬁc syke 0. '

zwed on &ha Fatest statistics tw null hypmhem umt Llw type of retai!éx *mcl
| pa;:knging variable have no mpact on the level of retall pmﬁe was rujec&md at the
§ per mant level of si gmfimnm (Table 5). These fi Hndi ngs nuggest that consimers
aseeibe significantly different values to simi hr products purchased at dl fmmnt
types of retatler, [t appears that consumers do differentiate among appnrmuy
similar commodities on the basia of type of retaller, This perception seems m be
relz;md to the belief that some retafler offer better qua Ity than others

CONCLUSION

~ The objective of this ﬁmdy was t mﬁavefcﬁpmem and testing of simple
' hypmme&e« about t}m cmmpc\mmts of w}mipsale and retail prices in Jakarta of
selected foods, (peanut, mun},b;emyand rice). To achieve this objective, hedonic
price functions were estimated which take into account characteristics of graing
size, shape, and per cent content of dirt ang damage; and (for the retail level only)
characteristies of the shopping environment, The resul of this analysis
strengthens the view that whaolesale ;md retail pﬂcm of foods are related to A
* range of c:hax*a::terigtms whicl are fiot nmssmly the same at each market level,



St W0MSNSS wrR 1 @ e
| fest e e e

Supermmkéc 28792631
test

1 B 18161

supermarkel 262007087 132028506 1 185 13342
test

~ The outeome of this preliminary and somewhat naive investigation Into
the implicit values of foods characteristies s consistent with the view that there
Is scope to improve food markets by looking at the specific improvement in
quality for which preria exist, Tt 1s | § interesting to note that there is a significant
reward for reducing forelgn matter ;;Qmunt In foodstuff at the wholesale level,
But at retail level no pay-off could be identified for reducing dirt content. It also
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