
OPINION

Indonesia Bolsters Global 
Reputation with Enhanced Drug 
and Food Monitoring

Indonesia wounded by deflation: 
What it means for the economy

Drug and food monitoring plays a 
vital role in maintaining public health 
and increasing national industry com-
petitiveness. In Indonesia, the Food 
and Drug Monitoring Agency (BPOM) 
assumes this major responsibility, as 
mandated by Presidential Regulation 
80/2017. The BPOM is not only tasked 
with ensuring protection to domestic 
consumers from risky products but 
also plays a strategic role in maintain-
ing Indonesia’s global reputation 
through strict monitoring of export 
products that represent the nation’s 
image.

Three Pillars of Monitoring: Business 
Actors, Government and Society

Drug and food supervision in Indo-
nesia is built on three main pillars: 
business actors, government and soci-
ety. They work together to ensure that 
products circulating in the public meet 
safety and quality standards.

The first pillar in drug and food 
monitoring is business actors, a cate-
gory that includes producers, distribu-
tors and retailers. They are responsible 
for ensuring the safety of the products 
they produce and distribute to con-
sumers. These businesses are required 
to implement an effective internal con-
trol system, such as international-
ly-recognized Good Manufacturing 
Practices (GMP), which includes proce-
dures and practices that must be fol-
lowed to ensure that their products are 
manufactured and controlled in a con-
sistent and high-quality manner.

A concrete example of GMP imple-
mentation in Indonesia can be seen in 
the pharmaceutical and food indus-
tries, where the BPOM has set strict 
standards. However, business actors in 
Indonesia still face a number of chal-
lenges. Several micro, small and medi-
um enterprises (MSMEs) frequently 
encounter difficulty in meeting the 
standards in costs and technical 

On September 2, 2024, Statistics 
Indonesia (BPS) released August infla-
tion data, the value of which was cal-
culated at 2.12 % year-on-year (YoY). 
However, this value is only -0.03 %, 
when viewed on a month-to-month 
(MtM) basis. When the inflation value 
is negative, for example -0.03 %, it 
signifies entry into what is called de-
flation, or a decline in the price level of 
goods and/or services during a cer-
tain period; it is thus the opposite of 
inflation.

Deflationary tendencies have been 
noted since May 2024; this is the 
same as August’s deflation on an MtM 
basis. This deflation figure increased 
to 0.08 % MtM in June, and skyrock-
eted quite significantly to 0.18 % MtM 
in July. In other words, Indonesia has 
experienced deflation for four consec-
utive months (May, June, July and 
August). 

So, what was the cause of defla-
tion in July and August 2024? Refer-
ring to the BPS’s Official Statistics 
News on August 1, 2024, the defla-
tion of 0.18 % MtM in July 2024 was 
driven by inflation in the food, bever-
age and tobacco expenditure group, 
with a value of -0.97% MtM, which 
contributed to inflation of -0.28% 
MtM. In general, food commodities 
contributed the largest deflation in 
July 2024, such as shallots (0.11% 
MtM), red chilies (0.09% MtM), toma-
toes (0.07% MtM) and broiler chick-
ens (0.04% MtM). Meanwhile, al-
though the price level in August 2024 
was better than in July, deflation in 
food commodities, such as shallots 
(0.08% MtM), chicken meat and to-
matoes, each at 0.03 % MtM, and 
chicken eggs (0.02% MtM) contribut-

knowledge. Thus, the BPOM provides 
support through technical guidance 
and licensing fee relief for MSMEs, so 
they can meet standards and increase 
their products’ competitiveness in the 
market.

The second pillar is the Govern-
ment as a regulator, which is repre-
sented by the BPOM. As the adminis-
trator of government affairs in drug 
and food monitoring, the BPOM has 
extensive and complex tasks. The 
BPOM operates 76 technical imple-
mentation units (UPT) throughout In-
donesia, including 42 POM Office 
(Balai Besar/Balai POM) in provincial 
capitals and 34 POM centers (Loka 
POM) in regencies/cities. The UPTs are 
equipped with sophisticated laborato-
ries capable of conducting accurate 
and valid product testing. The BPOM 
UPT network is the backbone in mon-
itoring and supervising products circu-
lating in Indonesia.

However, the Government cannot 
escape the intricate challenges in drug 
and food monitoring. Due to the vast 
geographical area in Indonesian archi-
pelago, some obstacles, such as  un-
even distribution of drug and food 
products and limited resources in sev-
eral regions, remain as obstacles. To 
overcome this, the BPOM utilizes infor-
mation technology to accelerate the 
process of monitoring and information 
dissemination. For example, if a prod-
uct does not meet the requirements, 
the test results will be immediately 
distributed to all BPOM UPTs in Indo-
nesia so that security measures can be 
taken promptly and effectively.

Furthermore, the Government pur-
sues innovation by utilizing the latest 
technology, including artificial intelli-
gence (AI). The BPOM is currently de-
veloping a system that exploits AI to 
optimize processed food registration 
and product supervision. This system 
is expected to expedite the product 

ed to deflation in August 2024.
In a statement on rri.co.id, BPS ex-

plained that the deflation occurring in 
August over the past five years was 
contributed by a decline in the price 
of volatile food commodities. A decline 
in the price level for shallots and to-
matoes was the result of excessive 
supply from the harvest, in produc-
tion centers. BPS also stated that de-
flation for shallots and chicken meat 
has periodically occurred every Au-
gust from 2022 to 2024, while shal-
lots, chicken meat and chicken eggs 
have been on a deflationary trend 
since June 2024. The conclusion of 
BPS’s presentation is that deflation 
that occurred in Indonesia was 
caused by oversupply, which drove 
down prices.

In economic theory, deflation 
caused by an increase in the supply 
side, either by increased productivity 
(such as that which occurs in food 
commodities) is referred to as “be-
nign” deflation, whereby the decline 
in the price of goods and/or services 
is the product of a growing economy, 
such as those  driven by technologi-
cal advances that reduce production 
costs or increase input factors, such 
as an increase in the supply of labor 
(Szczepanski, 2015).

Benign deflation can be explained 
by the inflation equation in Acemoglu 
et al. (2022), which states that infla-
tion is the difference between the 
growth rate of money supply and the 
growth rate of real Gross Domestic 
Product (GDP). In other words, when 
the growth rate of real output is high-
er than the growth rate of money sup-
ply (where the growth rate of money 
supply is not as fast as the growth 

evaluation process and provide more 
objective follow-up recommendations, 
which is an important step in increas-
ing the efficiency of supervision, espe-
cially considering the increasing num-
ber of products that must be 
supervised.

The third pillar is the community as 
consumers or end users of drug and 
food products. The community plays a 
pivotal role in monitoring, especially 
through increasing awareness and 
knowledge about product safety. The 
BPOM is establishing continuous Com-
munication, Information and Educa-
tion (KIE) efforts to create smart and 
empowered consumers. A community 
that is aware and understands the 
risks of unsafe products will exercise 
more caution in product selection and 
consumption.

One successful example of commu-
nity empowerment is the use of social 
and digital media by the BPOM to 
spread information about safe and un-
safe products. In addition, the Agency 
has developed the HALOBPOM plat-
form, which can be accessed by the pub-
lic to report suspicious products or ob-
tain information related to drug and food 
safety. This is part of the BPOM’s efforts 
to build a more active and involved com-
munity in monitoring products.

Strengthening the Monitoring 
System: Towards Stronger and 
More Efficient Regulation

To ensure the food and drug moni-
toring system remains relevant and 
effective in the future, the BPOM is 
striving to push the draft of Drug and 
Food Monitoring Bill into the National 
Legislation Program (Prolegnas). If this 
is passed into law, the BPOM will have 
a stronger legal basis to carry out its 
duties and provide improved protection 
for public health and ensure fair busi-
ness practices.

Not only does it strive to bolster the 

rate of real GDP caused by, for exam-
ple, contractionary monetary policy), 
then the Indonesian economy pro-
duces more goods and/or services, 
which leads to a decrease in the price 
of goods and/or services or “benign 
deflation”.

From the explanation above, at 
least two questions arise. First, is it 
true that the deflation that occurred 
in Indonesia in 2024 is a form of “be-
nign” and not “malign” deflation (de-
flation that occurs not due to growth 
in the supply side, but weak aggre-
gate demand)? Second, if what hap-
pens is malign deflation, what should 
the Government do to deal with it?

Answering the first question is no 
simple feat, because it must be prov-
en scientifically through relevant ap-
proaches and data. Meanwhile, the 
second question can perhaps be ex-
plained by assuming that what hap-
pens is malign deflation, which is 
deflation that arises due to weak de-
mand. Before discussing recommen-
dations for the Government, if what 
happens is indeed malign deflation, 
let us briefly discuss what that is.

Malign deflation is driven by con-
ditions of decreasing demand, which 
are indications of economic malaise 
or economic recession. When indica-
tions of economic decline emerge, 
such as when people no longer have 
money for shopping and other ex-
penses, so that the amount of money 
in circulation is gradually shrinking, 
entrepreneurs and business people 
will lower the prices of goods and/or 
services to attract public interest to 
ensure the wheels of the economy 
keep turning. Even though prices are 
lower, people are actually holding 

legal aspect, but the BPOM also tries to 
simplify and accelerate the licensing 
process without reducing monitoring 
accuracy. For instance, registration of 
medium-to-low-risk food, which previ-
ously took five working days, has now 
been reduced to only one working day. 
Cosmetic notification, which previous-
ly took 14 working days, now only 
takes a maximum of three working 
days. These acceleration is expected to 
attract more investment in the drug 
and food sector in Indonesia.

One of the biggest challenges facing 
Indonesia in the pharmaceutical in-
dustry is dependence on imported raw 
materials. To overcome this, the 
BPOM, the Government and related 
industries are encouraging indepen-
dence in drug raw materials through 
three main schemes: production of 
synthetic chemical raw materials, bio-
technology and natural materials.

The production of synthetic chemi-
cal raw materials is still a stumbling 
block, because Indonesia has yet to 
have a solid basic chemical industry. 
Therefore, the Government must prior-
itize the types of raw materials most 
needed domestically to be produced 
independently. One of the success cas-
es to learn from is the biosimilar raw 
material development program. Since 
2020, Indonesia has added four bio-
similar pharmaceutical industries. The 
country now has five biosimilar phar-
maceutical industries.

Raw materials from natural materi-
als have great potential for develop-
ment. Fractionation technology that 
has begun to be implemented by na-
tional private pharmaceutical compa-
nies can be used to extract active ingre-
dients from Indonesia’s abundant 
natural resources. The Government 
must show a serious commitment to 
support this development, through 
supportive regulations, fiscal incentives 
and international cooperation.
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back from shopping, because they ex-
pect the prices to drop even further. 
Without economic transactions, busi-
nesses will suffer losses, because 
their goods and/or services are not 
selling even at low prices, causing the 
economy to enter a “vicious circle”, 
such as increased unemployment due 
to layoffs to cut company costs. This 
will eventually result in a decrease in 
aggregate demand that leads to poor 
economic growth (Szczepanski, 2015).

Are there any indications of malign 
deflation in Indonesia? Perhaps it can 
be decided by a study of the decline in 
the Indonesian manufacturing Pur-
chasing Manager’s Index (PMI) in Au-
gust 2024, which is 48.9, or down 
from 49.3 in July 2024 (S&P Global, 
September 2, 2024). This PMI data 
can be used to assess economic and 
business conditions in Indonesia, 
whether they are contractionary (be-
low 50) or expansionary (above 50). It 
can be seen that Indonesia’s econom-
ic and business conditions in August 
2024 are in fact contractionary.

S&P Global (September 2, 2024) 
also states that the sharp decline in 
new demand and output over these 
three years has resulted in a decline 
in the manufacturing sector, with 
companies responding by laying off 
employees, although this contraction 
is believed to be temporary. Therefore, 
based on the data above, the indica-
tions of malign deflation may appear 
in Indonesia.

So, what can the Government do if 
the deflation that occurs is in fact ma-
lign deflation? In order to encourage 
economic turnover from the demand 
side, the Government, through Bank 
Indonesia (BI) and the Ministry of Fi-

Building BPOM’s Global 
Reputation

As a major drug and food regula-
tory agency, the BPOM must bolster 
its reputation on the global stage. 
One way to achieve this is to strength-
en collaboration with world-class reg-
ulatory agencies such as the USFDA, 
the European Union’s EMA, Japan’s 
PMDA and Australia’s TGA. This col-
laboration has become urgent as it 
can increase BPOM’s capacity and 
ensure that the regulatory and super-
visory system in Indonesia is recog-
nized and respected at the interna-
tional level.

Indonesia’s BPOM also needs to 
develop cooperation with local and in-
ternational higher education institu-
tions to develop world-class profes-
sional cadres. This human resource 
development is essential to ensure 
that BPOM can compete and innovate 
amid rapid global change. Education 
and training programs, including doc-
toral (Ph.D.) level, must be part of 
BPOM’s long-term strategy to build 
strong institutional capacity.

To strengthen drug and food mon-
itoring in Indonesia, the BPOM must 
keep innovating and adapting to tech-
nological developments. The use of AI 
and information technology must be 
optimized to increase the efficiency 
and accuracy of monitoring. Other top 
priorities include expanding the inter-
national collaboration network and 
developing independence in drug raw 
materials.

The Indonesian Government, busi-
ness actors and the community must 
collaborate to ensure that drug and 
food products circulating in Indonesia 
are safe, of high quality and trust-
worthy. Therefore, the BPOM is com-
mitted to protecting people’s health, 
increasing national industry competi-
tiveness and building a strong global 
reputation

nance, needs to implement expan-
sionary monetary and fiscal policies 
to stimulate the money supply. The 
expansionary monetary policy can be 
in the form of quantitative easing 
(QE) or lowering the benchmark in-
terest rate.

On the other hand, expansionary 
monetary policy can be in the form of 
a fiscal stimulus that targets govern-
ment spending to build facilities and 
infrastructure, such as office infra-
structure, manufacturing infrastruc-
ture, health infrastructure and edu-
cation infrastructure, as well as tax 
cut incentive programs for individu-
als – or even direct cash assistance 
(BLT). In principle, the Government 
must be able to keep deflation rates 
from being too low and inflation rates 
from being too high through a combi-
nation of monetary and fiscal instru-
ments that require collaboration 
among various parties.
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