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Abstract. The purpose of this research was to examine why the cartel is still growing in
Indonesia, through using an institutional political economy analysis approach, namely
rational choice institutionalism. This approach was used so as to investigate how
institutional rules and arrangements regulate individual actions and how individual
actors try to change rules and regulations that cause institutional problems. This study
focused on two cases that depicted the interactions of three actors (entrepreneurs,
bureaucrats, and politicians) which helped perpetuate the cartel. Findings indicated
that actors can be motivated by the rewards and costs incurred for their actions and
pursue their interests rationally. Also, according to the results, the import quota policy
which aims to protect domestic producers is vulnerable to misuse and corruption due
to the lack of transparency in granting quotas to importers.
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1. Introduction

The birth of government institutions and the issuance of government policies aimed
at anticipating and preventing cartel practices, but practically these cartels still exist in
commodity trading. In 2014, the Business Competition Supervision Commission (KPPU)
stated that 19 garlic importers were guilty of committing cartels. In this case, the
judge declared the Minister of Trade, the Director-General of Foreign Trade, and the
Quarantine Agency of the Ministry of Agriculture to be guilty of conspiring. (Decision
Case Number 05 / KPPU-I / 2013 pronounced on March 20, 2014). Furthermore, in
August 2019, I Nyoman Dhamantra, a politician from the Indonesian Democratic Party
of Struggle (PDIP), was arrested by the Corruption Eradication Commission (KPK) for
alleged bribery from a garlic importer and was found guilty by decision Number 119 /
Pid.Sus-TPK / 2019 /PN.Jkt.PSt.

During this time, neoclassical economists consider those market mechanisms (market
economy) as the driving wheels of the economy and denying the institution. They
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insisted that all economic problems can be solved by the market economy. This model
does not question the motivation of the actors involved in the process or a specific
event. Motivational assumed ceteris paribus and the economists do not want to be
involved with the analysis actor’s motivation.

Neoclassical economists are reluctant to get involved to discuss the issues related
to the institutional. Criticism (1), stated that the theories of classical and neoclassical are
equally biased and overly simplified economic phenomena and ignore the role of the
non-economic aspects such as institutional and environmental. Many institutions and
environments influence in shaping of economic behavior patterns of society. Political
and social structures that do not support will distort any process of economic.

(2), who also criticized the view of neoclassical economists said that the role of
institutions, both formal (eg. the constitution, laws, and property rights outlined in the
lawmade by the government), and informal (eg. customs, mores, behavior in society) are
very important in economic development. Without good institutions, transaction costs
in economic activity will be high. Therefore we need the institution’s presence as a tool
to regulate and control the economic actors in the market to create fair and dynamic
competition. (3) distinguishes between institutions and organizations; institutions are
the rules of the game, while organizations are players.

The cartel in this research is referred to as an illegal commercial agreement, planned
and regulated, which involves several players and several complex factors (4). In industry
and trade, many cartel groups of their objectives and actions are categorized as illegal
in a country, especially in the term of price-fixing (5, 6). George Stigler first put forward
the theory of modern cartels in a classic article in 1964 called ”A Theory of Oligopoly”.
Stigler’s theory was built on the assumption that the oligopolist wanted to collude to
maximize mutual benefits but the asymmetric information leads the problems in this
collusive agreement. Stigler argued that the collusive agreement takes place due to
several factors while collusion is not fIn a competitive business environment, companies
will each act not only to get the maximum economic returns but also risks that follow. If
there is an opportunity to do with cooperation between companies (collusion) to obtain
maximum economic returns but also divide the risks are minimal. According to (7), the
collusive behavior of the company is to facilitate competition rather than an attempt to
maximize the mutual benefit.

In international trade, government involvement in protectionism brought its own
problems. The policy made by the government to set production outputs and quotas
could have an impact on cartelization. Import restrictions (quota) by implementing trade
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policies will affect prosperity. The impact of quotas in a partial balance analysis can be
explained by illustrating a country’s supply and demand as shown in Figure 1.
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Figure 1: Impact of Quota Towards Welfare. (Sources: Wall (1999)).

From Figure 1, if free trade occurs the goods are imported will be at world prices,
namely Pw. The country will consume as much as QD0 and produce as much as QS0.
The amount to be imported from other countries is QD0-QS0. When there is import
protection, the price will increase to PM. As the result, the country will produce as much
as QS1 and the number of imports will be reduced to QD1-QS1. Consumers will suffer
losses because they bear higher prices and producers will benefit from the increasing
production at higher prices. Consumer surplus will decrease by area A + B + C + D. A
is a consumer surplus that is transferred to producers. B and D are loss of welfare or
Dead Weight Loss (DWL) which is the economic loss. C does not represent government
revenue from tariffs, because import restrictions do not originate from tariff policies but
non-tariff policies. This area is theoretically measured as a quota rent. If there is no
increase in government revenue derived from this quota rent, the quota rent will be
obtained by producers of other countries, so that C is represented as net welfare loss
to economy. Government revenue can only increase through the sale of quota licenses.
By using θ that reflects the share of quota rent, the total net welfare loss from import
restrictions is B + D + (1- θ) C.

The potential existence of DWL is what economically causes inefficiency because
of the welfare loss. Import quota policy has the potential to cause harm to consumers.
For consumers, the import quota policy will reduce the consumer surplus, which is the
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difference between the satisfaction a person receives in consuming a number of goods
and the payment that must be made to obtain the goods. As a result, the level of
consumer satisfaction will be depressed and reduce social welfare. If the import quota
is limited by volume far below the deficit between supply and demand for food products
produced in the country, then the price food commodities will increase. Increased prices
can be unnatural and this condition makes consumers disadvantaged. The loss of well-
being is suffered not only by consumers but it could be by the government. The quota
rent which is supposed to be government revenue is vulnerable to being mocked and
cannot become as state income.

In the United States, cartel behavior has been followed since the adoption of the
Sherman Act in 1890, and in the last decade, some countries also do the same thing (8,9).
While in Indonesia, cartel enforcement occurs with the birth of the Business Competition
Supervisory Commission (KPPU)[? ] with authority supported by Law No. 5 of 1999 on
Prohibition of Monopolistic Practices and Unfair Competition.

Several studies showed that the institutions must prevent cartels by applying anti-
trust, leniency programs, and supervision by institutions set up by the authorities (10,
11, 12, 13). Other studies mentioned that their policies and institutions created by the
authority have not been effective in suppressing cartels. Leniency program oversees
ineffective to suppress the cartel (15,16). The application of anti-trust policies has an
ambiguous effect, so an inclusive cartel being not inclusive (17). Collusion may occur
without government intervention, evenwith the existence of the competition supervision
authority (18).

Empirical studies using a social approach to cartel sustainability are rarely conducted,
but we can find an explanation for informal cooperative behavior in studies of business
law behavior referred to as ’the shadow of the law’ (19). Business relationships are
socially embedded and capable of generating social norms that make legal sanctions
unnecessary and even considered excessive (20, 21, 22, 23, 24, 25).

This research may explain why cartels still exist using the rational choice institution-
alism approach. How the rules and institutional arrangements govern the actors’ action
in the garlic import, and how actors can change the relevant institution’s garlic import
policy for the actors’ benefit. This study is also expected to contribute to enriching
the development of literature studies in management studies and public policy, and
specifically to the study of the political economy of institutional linked to cartels and
import policy food commodities.

Based on the background and explanation of the problems described above, the
fundamental question that can be formulated in this study is ”How do the roles and
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bargaining power of the actors influence each other institutionally to maximize their
preferences in the garlic import?”

The author’s argument is based on the fact that actors (bureaucrats and politicians),
based on their rationality, build relationships with business actors to influence food
import policies in perpetuating garlic cartel practices. The main objective of this study
was to conduct a review of why it is still growing and the persistence of cartel prac-
tices imported food commodities (in the case of imported garlic) in Indonesia with the
institutional political economy analysis approach that is rational choice institutionalism.

For this reason, this study tries to answer a gap that has not been found from
research cartels food commodities from the perspective of institutionalism that the
dynamics of the mutual interaction between the actors (entrepreneurs, bureaucrats, and
politicians) to achieve the expectations of each (26) and institutional arrangements with
the approach Rational Choice Institutionalism. This approach is to see how institutional
rules and arrangements regulate individual actions and how individual actors try to
change the rules (27).

The author believes that cartel practices also occur due to the rationality of actors in
choosing the most desirable action within the institutional framework to maximize their
preferences with import policies that open up opportunities for cartel operations. The
import policy includes determining quotas, import periods, and importer regulations.
This is a research gap that the authors found in various studies related to cartels.

Rational Choice Institutionalism in Institutional Studies

The study of institutionalism by academics defines institutions in many meanings.
However, academics prefer to use this term to refer to rules, norms, and strategies that
are accepted or adopted by individuals in or across organizations (28,2). Meanwhile,
(29) defines an institution ”as a diverse and long-lasting social structure, consisting of
symbolic elements, social activities, and having material resources”. Three pillars make
up the institution, namely: 1) The Regulative Pillar 2) The Normative Pillar and 3) The
Cultural-Cognitive Pillar.

Rational choice theory is a framework to gain understanding and modeling economic
behavior and social behavior. The theory was popularized by (51) is built on the premise
that the aggregate social behaviors are the result of the behavior of individual actors,
where each individual makes an individual decision (30). (31) states: ”The essence
of rational choice explanation embodies a conception of how preferences, beliefs,
resources, and action stand with another.” An action is called rational if it can show
links to preferences, beliefs, and resources. An action is said to be rational if (1) it can
be proven (ex-ante rather than ex-post) as the best course of action that might be
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taken to meet the preferences of an agent under his belief, (2) the belief that rational
according to the evidence available, (3) process and the quality of evidence can be
justified according to the analysis of cost versus benefit.

Rational choice theory adopts a methodology of individual positions and efforts to
explain all social phenomena created by individuals for the benefit of the individual.
This theory sees social interaction as a social exchange modeled in economic action.
People will be motivated by the rewards and costs incurred for their actions and the
benefits they get (29).

In the book of (32), Public Policy Theories, Models and Concepts: An Anthology,
he described the thought economist (33) to the field of political science, who began
to embrace the rational choice theory (32). Previously (34) developed the theory and
framework of (33) and stated that public choice theory is ”a combination of economics
and politics for the practical study of public problems” (32, 34). The rational choice theory
emphasizes that individuals are selfish, rational, utility-maximizing, self-interested, and
autonomous (35, 32, 36, 33).

Meanwhile, (37) tried to unify and balance Old Institutionalism theory with atomistic
rational choice theory. From the efforts of (37), they created New Institutionalism (35, 37).
This New Institutionalism does not emphasize top-down, old institutionalism, or bottom-
up, individual, atomistic approach, but institutions and individuals produce endogenous
results in describing and explaining political science phenomena (35, 37).

The basic idea put forward by the Rational Choice Theory of institutionalism paradigm
is that the institution is the result of agents that aim to address existential issues, forge
alliances, and pursue rational interests. Although initially, rational choice is not relevant
to institutions, it eventually results in theoretical developments in the role of institutions.
In this sense, some writers use the term ”actor-centered institutionalism” which indicates
the important role given to individuals (35). James Coleman (1990) is an expert on this
approach in the book Foundations of Social Theory, treating institutions and norms as
patterns of individual behavior that are coordinated and mutually reinforcing.

Rational Choice Institutionalism which is rooted in economics and organizational
theory discusses institutions as a system of rules and incentives. Rules are debated so
that one group of actors can be impacted by another actor’s actions. Decision making
is explained from modeling assumptions and game theory in which one party is the
challenger and the other party is the power holder facing each other (38).

Rational Choice Institutionalism considers organizations as voluntary cooperative
structures that solve collective problems and benefit all parties. Therefore the way to
solve these collective problems through cooperation is found in either formal institutions
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or informal institutions, and this allows opportunistic individuals to seek personal gain
in realizing mutual benefits. Individuals observe that institutional rules also limit com-
petitors’ choices and that rules will benefit entire groups of individuals. Rational actors,
in the aggregate, can choose to malfunction institutions even when, as individuals,
they understand what they are doing. Indeed, the most basic results in rational choice
provide us with sufficient reason to expect dysfunctional results from rational individual
choices (39).

In Rational Choice Institutionalism, institutional arrangements are illustrated as amor-
phous but they all consist of a collection of ”rules and incentives that set parameters
on individual behavior” (35). It establishes a political space in which individuals act
rationally (40, 41, 42, 35). These rules offend and determine who the actors are in insti-
tutional settings. Individual actors work to influence the behavior of others in institutional
settings to maximize self-interest, profits, and also actors work to influence the rules of
institutional arrangements; concurrently, institutional rules work to control the behavior
of actors (35).

The rational choice institutionalism highlights the role of institutions in the strategic
interaction between the actors and the determination of the result (43). However, this
institution does not explain the details of how institutions are created, although it
does acknowledge the possibility that the creation of institutions is a rational act of
actors interested in the same creation. This approach has functionalist content (Peters,
1999) and deduces the ”goodness” of institutions (44). (45) distinguishes between
institutions as exogenous and institutions as endogenous. Exogenous, namely the rules
and practices of fixed and external institutions for individuals operating in them, while
endogenous sees rules and practices as the intentions and actions of the individual
itself. In the second view (endogenous), it is open to individuals in an activity to try to
change the rules; considering that one set of rules will probably have better results for
one purpose than another.

Two separate levels of analysis can be distinguished in Rational Choice Institutional-
ism (46), namely; a) by considering institutions as fixed and exogenous, i.e. by analyzing
and studying the effects of institutions, and b) analyzing institutions as endogenous
variables, i.e. why institutions take certain forms. The first is a study of the effects of
institutions, a theoretical choice of the institution requires that the individual have any
expectations about the effects of institutions. At this level, the institution consists of the
actors, the strategies and the order in which they were chosen, the information they
had when making their choices, and the results of the combination of those choices.
This approach treats institutions as exogenous. The first level of analysis is antecedent
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to the second level of analysis. In the language of game theory, Nash Equilibrium at this
level is that the actors will both offer the ideal strategy for them, and one of the actors
will randomly be selected as the winner. (47) calls it the structure-induced equilibrium
of institutional games.

Meanwhile, at the second level of analysis, the study of institutions is more in-
depth to analyze the effects of institutions along with social and political interactions.
Understanding the long-term evolution and survival, and the shape of the institution.
The study of institutions as endogenous produces particular theories regarding stability,
form, and viability. In contrast to the approach that is ”institution as given”, this approach
allows a study of how actors influence institutions when conditions change. The rules
in this second analysis are determined by the actors themselves as they wish, but often
the results are not as intended.

In connection with (46) second-level analysis, questions arise such as why institutions
take one form differently from another, and why institutions are changed in some
circumstances but not in others. Rules of the game are made by the players themselves,
and these tend to be simple rules. Institutional arrangements are focused and can
encourage coordination in the vicinity (45). The model of institutional stability also
enables the institution transformed by a certain actor but there are also these actors
who do not get incentives when doing so as occurs in non-governmental organizations
(46).

This theory considers the organization as a voluntary cooperation structure to solve
the problem of collective and beneficial to all parties, and also allows individual oppor-
tunists seeking personal gain. It is used in this research design to investigate the
relationships and influences between actors. Research framework can be seen in Figure
2.
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Figure 2: Research Framework.

An arrow with a dotted line connecting the actors depicts the interaction between the
actors. At this stage, it can be used to analyze, predict, and explain individual behavior
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in institutions and can describe individual interaction patterns. Whereas the line with
two arrows at each end of the line illustrates how institutional rules and arrangements
govern individual actions and how individual actors attempt to change the rules.

2. Research Method and Case Selection

To understand cartel behavior from an institutional economics perspective, this study
analyzed two cases of imported garlic cartel. In this study, there were 2 cases of cartel-
related imports of garlic (a) The case of 19 importers cartel in 2014 and (b) Case I Nyoman
Dhamantra 2019. In both cases the actors are motivated for rewards and cost incurred
for their actions and benefits they get (29) and there is “actor-centered institutionalism”
which indicates the important role assigned to the individual (Peters, 1999).

This study explores the process of cartel occurrence and analyzes the key actors
involved in the policy change process, their access channels, strategies, interests, and
influences. This research undertakes extensive documentary research on published
policy documents, memos, court decisions, media reports, and academic papers. It is
worth mentioning that the two cases in this study are high profile cases and have been
published by many media. Thus, this study mainly relied on documentary research to
collect data. In-depth interviews are an additional tool for data collection.

Both cases have the same aspect. However, there is a significant difference, namely
that there are striking variations in the involvement of actors in cartels. For example,
the case of I Nyoman Dhamantra in 2019 involved political actors in influencing existing
policies. Accordingly, the similarities and differences between the two cases form the
basis for a comparative study.

Finally, given the availability of data, these cases are well known to the public. The
media have conducted some reports and interviews on policy issues, and several
studies have revealed the inside story of the garlic import policy process. All of these
important resources contribute to a better understanding of the policy change process
and make this dual case study can be carried out.

Garlic Import Cartel : Institutional Analysis Perspective

The price of garlic rises every year to a price of IDR 50,000 per kilogram. During
the grace period 2012-2018, the domestic garlic production stands at around 17-40
thousand tons per year are imported from China’s main producers of garlic. Whereas
in China, it is not more than IDR 10,000 per kilogram. Domestic consumption of garlic
continues to increase from 465 thousand tons to 622 thousand tons and for the next
year, it is estimated to continue to increase. As a result, there is a huge deficit in the
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availability of garlic. This figure of course is an interesting picture for the perpetrators
of garlic that was imported in addition to sub-tropical plants that are difficult to grow in
the tropical climate of Indonesia and not a self-serving product category.

Table 1: Percentage of Domestic Production on Availability of Garlic (ton)

Year 2012 2013 2014 2015 2016 2017 2018

Domestic
Production

17.638 15.766 16.894 20.293 21.150 19.510 39.302

Imported 448.098 442.762 494.631 479.941 448.881 556.060 582.995

Amount 465.736 458.528 511.525 500.234 470.031 575.570 622.297

Percentage 3,79 3,44 3,30 4,06 4,50 3,39 6,32

Source : Directorate General of Horticulture, Ministry of Agriculture 2019

Socio-economically, the garlic import cartel tends to rarely appear in public attention
because garlic is considered less strategic when compared to other commodities such
as rice, shallots, or beef. The change in the garlic import trade system is one of the
causes of the cartel. The change in the import trade system in question is the existence
of a mechanism for issuing a Horticultural Product Import Recommendation (RIPH) from
theMinistry of Agriculture which is then used as a reference to obtain an Import Approval
Letter (SPI) from the Ministry of Trade.

Ministry of Agriculture  Ministry of Trade 
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Figure 3: Garlic Import Flow. ( Source : Author’s Compilation of Ministry of Agriculture Regulation No. 38 of
2017 concerning RIPH).

Two Cases of Garlic Import Cartel
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The Cartel Case of 19 importers in 2013

In 2014, in the trial of the verdict on alleged violations of Law No. 5 of 1999, the KPPU
found 19 affiliated garlic importers[? ] guilty of committing cartels. Cooperation among
affiliated companies by coordinating prices, regulating imports, and marketing garlic
in the country to obtain higher profits. The panel of judges fined importers ranging
from 10 of millions of rupiah to 921 million rupiahs, totaling 13.3 billion rupiahs. In this
case, the Director-General of Foreign Trade of the Ministry of Trade and the Quarantine
Agency of the Ministry of Agriculture was involved in the conspiracy. (Decision on case
Number: 05 / KPPU-I / 2013 was read out on March 20, 2014).

In that period the Ministry of Agriculture issued Regulation of the Minister of Agricul-
ture Number 60 / Permentan / OT.140 / 9/2012 concerning Import Recommendations
for Horticultural Products. Meanwhile, the Ministry of Trade issued Regulation of the
Minister of TradeNumber 30 /M-DAG / PER / 5/2012 concerning Provisions on the Import
of Horticultural Products as the basis for issuing SPI. Nineteen importing companies
affiliated with the 3 groups can extend SPI without having a RIPH. Meanwhile in the
provisions of the Regulation of the Minister of Trade Number 30 / M-DAG / PER / 5/2012
concerning Provisions for the Import of Horticultural Products Article 11 paragraph 4
reads ”import approval as referred to in paragraph (2) letter a applies in accordance
with the recommendations of the relevant agencies as of the date of issuance.”

In the case of this cartel, there was an interaction between fellow entrepreneurs and
interactions in building mutually beneficial relationships between entrepreneurs and
bureaucrats. Importers choose to cooperate where they should compete in the garlic
trade by forming affiliates, processing SPI documents by the same party. Importers
arrange supplies according to affiliation by not carrying out their obligation to import
garlic according to the quota within the stipulated grace period. In Cournot Competition
Theory, the determination of the sales volume is carried out by (a) determining the
quantity of supply carried out sequentially, namely the first company sets the price
which is then followed by other companies (b) the determination of the quantity of
supply is carried out simultaneously, namely the company determines the volume of
goods sold simultaneously (Thigh, 2013).

There is also a conspiracy between entrepreneurs and bureaucrats in this garlic
import cartel. Director-General of Foreign Trade provides SPI extension beyond the
period RIPH which has no legal basis. One of the reasons the Ministry of Trade to
do an extension of SPI without RIPH is that by December 2012 monthly calculation of
garlic into Indonesia was only around 35% of the total import quota of garlic given by
the government, so there are still about 65% not signed in.
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The Ministry of Trade believes that if an extension is not carried out, the price will
be increasingly out of control (Court Decision Number: 05 / KPPU-I / 2013, p. 234).
The policy for extending the validity period of the SPI is also non-transparent and
discriminatory. The Directorate General of Foreign Trade of the Ministry of Trade did
not officially announce the policy of extending the SPI period and was discriminatory by
rejecting one of the business actors, PT Indobaru Utama Sejahtera, who would extend
SPI who was not affiliated with 3 importers groups. Also, the Quarantine Agency of the
Ministry of Agriculture still provides quarantine services for imported garlic even though
there is a mismatch between the RIPH validity period and the SPI validity period.

The Case of I Nyoman Dhamantra in 2019

Furthermore, in the second case, in August 2019, I Nyoman Dhamantra, a politician
from the Indonesian Democratic Party of Struggle (PDIP), was arrested by the Corruption
Eradication Commission (KPK) for alleged bribery related to garlic imports and has been
convicted with verdict No. 119 /Pid.Sus-TPK / 2019 / PN.Jkt.Pst. Previously, in this case,
the KPPU had suspected unfair competition among importers.

I Nyoman Dhamantra received a bribe of two billion rupiahs from the owner of PT
Cahaya Sakti Agro Chandry Suanda and Doddy Wahyudi, the owner of PT Sampico
Adhi Abattoir. With the bribe, Doddy Wahyudi asked I Nyoman Dhamantra to influence
the Ministry of Agriculture to issue RIPH and the Ministry of Trade to issue SPI for
garlic to a company owned by Chandry Suanda. I Nyoman Dhamantra has the position
of a member of Commission VI, a member of the DPR RI from the PDIP faction for
the 2014-2019 period. Commission VI of the DPR RI has the task and authority in the
functions of legislation, budgeting, and supervision in the fields of investment, industry,
and trade where one of the defendants’ partners in Commission VI of the DPR RI is
the Ministry of Trade, the agency authorized to issue SPI.

In early 2019, Chandry Suanda attempted again to apply for an import quota permit
of 20,000 tons of garlic. He proposed cooperation with PT Pertani (Persero) through 4
newly founded companies, namely PT Perkasa Teo Agro, PT Citra Sejahtera Antarasia,
PT Cipta Sentosa Aryaguna, and PT Abelux Kawan Sejahtera to fulfill the mandatory five
percent planting obligation as a condition for the issuance of RIPH from the Ministry
of Agriculture. Even though it was known that in 2018 PT Cahaya Sakti Agro had
not completed the payment obligation to PT Pertani (Persero) for compulsory planting
that had been implemented by PT Pertani (Persero) in 2018[? ]. Of the four newly
established companies, only PT Perkasa Teo Agro has been approved by RIPH with
an import volume of 7.5 million kilograms.
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In 2019, the Ministry of Agriculture noted half importers of 75 companies failed to
meet the obligations required of planting five percent. For that fail, the Ministry of
Agriculture blacklists the list of candidates for next year’s quota. However, importers
can trick the sanctions by changing names or establishing new companies. Corruption
and weak surveillance make this strategy as if it can not be detected.

Through Mirawati, the confidant of I Nyoman Dhamantra, Chandry Suanda asked
I Nyoman Dhamantra for help in arranging a garlic import permit. Chandry Suanda
gave two billion rupiahs and a promise of one billion five hundred million rupiahs
through Mirawati. The gift had something to do with I Nyoman Dhamantra’s position
as a member House of Representatives the Republic of Indonesia Commission VI in
taking care of the administration of SPI garlic at the Ministry of Trade of the Republic
of Indonesia and RIPH at the Ministry of Agriculture of the Republic of Indonesia.

The role of I Nyoman Dhamantra, in this case, was to contact the Minister of Trade to
administer SPI for the amount of garlic import quota, and he did it from the party line[? ].
In this case, there is an interaction between entrepreneurs and politicians.. Entrepreneur
actors try to build relationships, then influence the politicians in institutional settings
to maximize personal interests and profits. The actors also influence the rules of
institutional arrangements (35).

There is an inappropriate garlic import policy with the quota regime by limited permits
to importers because import quotas are very vulnerable and misused for corruption
due to the lack of transparency in granting quotas to importers. Besides the effect of
the quota policy, it limits the number of items that exist then the domestic price will be
higher than the world price. The importer can deliberately withhold supply by deferring
part of its import obligations to take advantage. As a result, consumers buy at a higher
price, where the profits are enjoyed by licensees who buy at world prices but sell at
domestic prices. There is an entry point to commit a cartel, which is caused by the
imposition of cartels, and even cartels are easier to carry out in a quota regime than
in a tariff[? ].

Consistently with Rational Expectation Theory, where every economic agent will
form expectations based on related information and act based on their expectation
that they form (48, 49). For self-interest and sufficient reasons, rational actors who
represent strong interest groups can negotiate inefficient regulatory solutions that will
become a problem for the institution itself (50).
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3. Discussion and Conclusion

This study uses two cases in the imported garlic cartel, namely (a) The Case of 19
importers cartel in 2014 and (b) The Case of I Nyoman Dhamantra in 2019. In case (a), the
Director-General of Foreign Trade of the Ministry of Trade and the Quarantine Agency
of the Ministry of Agriculture participated in the conspiracy. There is an interaction
among entrepreneurs and interaction among entrepreneur actors and bureaucratic
actors that are mutually beneficial. The coordination among affiliated companies did
by managing import documents with the same party, coordinating prices, regulating
imports, and marketing garlic to obtain higher profit. Entrepreneurs and bureaucrats
also conspire. The Director-General of Foreign Trade provides an extension of the SPI
beyond the RIPH period for which there is no legal basis. The Quarantine Agency of
the Ministry of Agriculture continues to present quarantine services for imported garlic
even though there is a mismatch between the RIPH validity period and the SPI validity
period.

Case (b), entrepreneur actors will influence politicians and politicians because their
positions will influence bureaucrats for garlic import quota policy. Chandry Suanda
influenced politician I Nyoman Dhamantra for the amount of the import quota of his
affiliated companies. Furthermore, I Nyoman Dhamantra as a parliament member in
partnership with the Ministry of Trade will affect the Secretary of Commerce for Import
permits pass-owned companies Chandry Suanda.

In both cases, there is a role for institutions in strategic interactions among actors to
determine outcomes (43) that indicates the significant role assigned to individuals (35).
Rules were debated, the action of another actor impacted one group of actors (38).
Rational actors in the aggregate can choose to malfunction institutions even when,
as individuals, they understand what they are doing. Indeed, the most fundamental
results in rational choice have given us enough reasons to expect the results of a
dysfunctional individual Rational Choice (39) and must be a problem for the institution.

This import quota policy itself aims to protect domestic producers from imports.
Policy import quotas are very vulnerable and can misuse for corruption because of the
lack of transparency in awarding quotas to importers. Formal procedures such as laws,
social norms, and government bureaucracies that are manipulated by individuals and
private companies aim to influence policy and state law for their favor (state capture).
State capture intends to influence policy and law to protect influential personal interests
(52, 53).
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The quota policy limits the number of items that existed so that the domestic
prices will be higher than the world price. But for their garlic products, domestic
manufacturers can only provide less than 10 percent of the national requirement since
garlic is a subtropical plant that is hard to grow in the tropical climate of Indonesia. While
the World Trade Organization of which Indonesia is a member encourages countries
to change the policy from import quotas to tariff policy.

This import tariff policy is adaptable to implement as an alternative to import policy
for various reasons. First, we would know the price of food commodities abroad and
domestically with certainty at any time. With this convenience, the government only
has to determine how much the tariff to apply. Second, the tariff policy will benefit the
government because there is a precise revenue from the import tariff. Revenue from
this tariff can be an additional source of government funding for various purposes,
such as incentives to increase domestic food production. Third, for Indonesia as a food
importing country that cannot influence world food prices, this tariff policy protects
domestic producers. The import tariff policy causes the price of imported goods to
increase in the domestic market. This condition has made domestic producers still
receive incentives to increase their production.

The study was limited in two imported garlic cases. Future research can enrich the
literature to overcome this limitation. These two cases are typical for the type, context,
and a limited but necessary prerequisite, and we got the right information about the
cartel process. Future research may include more cases and use quantitative methods
(surveys), which yield more information. Further studies may broaden the interview
sample. The data comes from several years ago and ideally should follow with the
most recent developments that cover future research efforts.
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4. Appendix 1

Table 2: Garlic Importer Affiliations and Supply Quantity

Affiliation Companies Supply
Percentage

Quantity (kg)

1 a) CV Bintang
b) CV Karya Pratama
c) CV Mahkota Baru
d) CV Mekar Jaya
e) PT Dakai Impex
f) PT Dwi Tunggal Buana
g) PT Global Sarana Perkasa
h) PT Lika Dayatama
i) PT Mulya Agung Dirgantara
j) PT Sumber Alam Jaya Perkasa
k) PT Sumber Roso Agromakmur
l) PT Tritunggal Sukses
m) PT Tunas Sumber Rezeki

56,68 23.518.018

2 a) CV Agro Nusa Permai
b) CV Kuda Mas
c) CV Mulia Agro Lestari

14,03 5.515.000

3 a) PT Lintas Buana Unggul
b) PT Prima Nusa Lentera Agung
c) PT Tunas Utama Sari Perkasa

10,67 3.217.000
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