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Abstract 

 

The objective of this research is to examine the factors that led to the cessation of imports of certain varieties after the crisis. This analysis 

proposes four alternative working hypotheses. Data from 100 products was taken. Several influencing factors reveal the impact of the 

economic crisis on imported varieties. More expensive varieties tend to experience an increased probability of stopping importation. This 

may be due to a decrease in purchasing power during the crisis, which makes expensive products less desirable. Geographic distance also 

plays an important role. More distant countries produce varieties with a higher probability of stopping imports, this could be due to higher 

transportation costs for varieties from distant countries. Varieties with a larger market share originating from countries with higher incomes 

tend to be more stable in the market during the crisis. Likewise, additional per capita income limits the probability of stopping imports to 

only 3.7%. This suggests that varieties from countries with high incomes or those with large market shares may have competitive 

advantages that make them more resilient to the impact of economic crises. Reducing imported varieties can hurt consumer welfare because 

it can reduce product choices and increase prices. Short-term estimates indicate a 9.5% decline in consumer welfare from imported goods. 
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1. Introduction 

One of the main advantages of international trade is that it opens up access to natural resources that are more diverse and in larger quantities. 

This advantage is important because having a wider reach allows countries to obtain resources that may be unavailable or limited 

domestically. Access includes the quantity, quality, and variety of resources. International trade allows countries to import a variety of 

natural resources that are unavailable for local production due to unfavorable geographical or climatic conditions. In contrast, tropical 

countries can import wheat, meat, or other products from temperate countries [1]. International trade allows access to a greater variety of 

natural resources. With the opening of international trade, countries can import natural resources of the best quality available on the global 

market. This is especially beneficial in the manufacturing and technology industries, where the quality of raw materials is critical. One of 

the positive impacts of having access to a wider range of natural resources is the ability to find varieties that best suit consumer preferences 

and needs. In the energy sector, importing various types of oil or natural gas can help countries meet their energy needs more efficiently. 

Greater access to natural resources can also drive sustainable economic growth [2]. Importing cheaper or higher-quality raw materials can 

reduce production costs, thereby lowering the price of finished products. This not only increases the competitiveness of domestic products 

in international markets but also expands market share and increases the country's income from exports. International trade offers benefits 

beyond its economic aspects. Greater access to diverse natural resources can also support a country's economic diversification, increase 

the likelihood of finding product variations that best suit market preferences, and have a positive impact on product quality and overall 

https://creativecommons.org/licenses/by/4.0/
file:///C:/Users/dahla/AppData/Local/Temp/MicrosoftEdgeDownloads/646c2463-be2e-4236-b89b-bd89657d9aec/muhammadrezaaulia@utu.ac.id


 

International Journal of Engineering, Science & Information Technology, 4 (2), 2024, pp.  6-10 7 

 

 

production efficiency [3]. All of this contributes to more inclusive and sustainable economic growth. Thus, international trade has a very 

important role for countries in optimizing the use of their natural resources and improving overall economic prosperity. By managing trade 

wisely, countries can gain maximum benefit from the potential of their natural resources while providing a positive impact on global 

economic growth [4]. 

The size of the world market and the size of the country influenced the number of varieties available in early theoretical models of 

international trade based on product differentiation and fixed costs. However, newer models introduce elements of heterogeneity between 

firms and costs of entry into export markets. In this context, companies decide whether to participate in a particular export market based 

on an analysis of profits and the fixed costs of exporting. For small economies, there are special challenges. Profit possibilities tend to be 

lower, and fixed entry costs become more difficult to cover. Small economy firms tend to generate smaller profits than their more efficient 

competitors due to their lower relative efficiency levels [5]. As a result, some companies may choose not to participate in export markets, 

especially if they produce differentiated goods. Because each company produces differentiated products, it is possible that some product 

varieties will not be available in smaller economies. This can have an impact on the availability of diverse products for consumers in small 

economies, which in turn can affect consumer welfare and the competitiveness of those economies. To overcome these challenges, small 

economies can take steps to improve the efficiency and competitiveness of local companies. This could be through investment in 

innovation, infrastructure improvements, or policies that support the growth of the export sector. Thus, governments and stakeholders can 

play an important role in creating a supportive environment for local companies to compete in the global market [6]. 

Analysis from a dynamic viewpoint considers that market size and aggregate demand fluctuate. Specifically, a macroeconomic crisis that 

reduces aggregate demand in an economy affects the costs and profits of firms. As a result, the number of product variations available 

decreases, resulting in a loss of consumer welfare. In conditions of macroeconomic crisis, decreasing aggregate demand causes company 

revenues to also decrease [7]. This can force companies to cut production costs, including reducing the number of product varieties offered. 

Companies that were previously able to cover the fixed costs of exporting and participating in international markets may no longer be able 

to do so, resulting in withdrawal from those markets. This has a direct impact on reducing product choices for consumers, both in the 

domestic and international markets. This reduced product variety has negative implications for consumer welfare. When consumers have 

fewer choices, they may not be able to find products that fully meet their preferences, leading to decreased consumer utility or satisfaction. 

On a larger scale, reduced product variety can also reduce competition in the market, which usually serves to reduce prices and encourage 

innovation [8]. Without sufficient competition, product prices may become higher, and product quality and innovation may decline, 

exacerbating the impact of the crisis on consumer welfare. Additionally, from a company's perspective, declines in aggregate demand and 

market fluctuations can increase business risks and uncertainty. Companies may become more reluctant to make long-term investments or 

product innovations, which could slow overall economic growth. It is therefore important for economic policy to consider ways to support 

aggregate demand and market stability during the crisis to minimize negative impacts on the variety of products available and consumer 

welfare [9]. 

This crisis resulted in a reduction in the number of imported varieties available, defined as combination varieties. Citizens no longer have 

access to a particular product, namely multiple varieties, and with it, the possibility of finding the variety that best suits their preferences. 

This reduction in diversity results in a loss of well-being. Initially, the goal of this work was to enhance price indices through the 

introduction of new products. Next, the aim was to gauge the advantages of the steady rise in imported varieties. In this model, consumer 

utility is based on access to a variety of different imported products, and the loss of that variety directly reduces consumer welfare. This 

approach allows measuring the economic impact of reduced import diversification more accurately compared to traditional methods that 

only consider price and quantity changes. The reduction in imported varieties not only impacts consumer choice but also the 

competitiveness and efficiency of the economy as a whole [10]. When access to a variety of imported products is limited, domestic 

industries may not have access to the raw materials or components they need for production, which can reduce productivity and increase 

production costs. This, in turn, can reduce the competitiveness of domestic products in international markets and slow economic growth. 

In this context, this analysis is important to understand how the economic crisis and the decline in imports impact consumer welfare and 

the economy as a whole. Even if the number of imported goods recovers in the medium term, some product categories will still experience 

welfare losses due to the inability of new varieties to replace those that have ceased imports. The significant change in the number of 

imported varieties during this period reflects the impact of economic policy changes and structural adjustments that occurred after the 

crisis. When examining the crisis' impact, keep in mind that a full restoration of consumer welfare does not necessarily follow an economic 

recovery. Due to differences in quality, consumer preferences, or limited market access, new varieties may not be able to replace some 

product varieties lost during a crisis. This underscores the significance of international trade diversification and stability in maintaining 

consumer welfare amidst turbulent economic conditions. This analysis highlights how global economic fluctuations and domestic policies 

can influence consumer welfare through changes in the variety of imported products. By understanding these dynamics, policymakers can 

design better strategies to maintain economic stability and improve consumer welfare in the long term [11]. 

As mentioned earlier, there are fixed costs for imports and exports, which become very noticeable when certain varieties disappear from 

the market. Due to a minimum import or export volume, trade is no longer profitable. Various factors, including price, the proportion of 

total imports, GDP, and distance from the country of origin, influence the probability that a variety will cease imports. We conduct analysis 

based on observations of each variety to understand how these factors impact the variety's market presence. Higher-priced varieties tend 

to cease imports on average [12]. However, this possibility decreases as the proportion of varieties in imports increases. In addition, higher 

GDP per capita in the home country also reduces the probability of import cessation. This analysis shows that factors such as price, distance, 

proportion of total imports, and GDP per capita in the country of origin greatly influence the decision to stop importing a particular variety 

during the crisis [13]. Varieties with higher prices and longer distances tend to be more vulnerable to import cessation, while varieties with 

a larger proportion of imports originating from countries with a higher GDP per capita tend to remain on the market. This highlights the 

complexity of maintaining the diversity of imported products during times of economic crisis and the importance of trade strategies that 

take these factors into account.  

2. Research Method 

This analysis proposes four alternative working hypotheses. Data from 100 products was taken. This suggests that the economic crisis and 

currency devaluation significantly affected consumers' ability to purchase imported products at high prices. The highest-priced varieties 

are more vulnerable to import cessation because consumers can no longer afford them, so traders choose not to import these varieties. 
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Currency devaluation causes the price of imported goods to increase, which reduces consumer purchasing power. In this situation, 

consumers tend to reduce purchases of more expensive products or switch to more affordable local products. This causes demand for 

imported varieties at high prices to decline drastically so that traders stop importing these varieties because they are no longer economical. 

The decrease in the number of imported varieties available has an impact on consumer welfare. With reduced product choice, consumers 

lose access to the variety that best suits their preferences, ultimately decreasing their satisfaction and well-being. We can measure this loss 

of product variety as a welfare loss. This analysis supports the hypothesis that the highest-priced varieties are the ones most likely to no 

longer be available on the market during an economic crisis. The impact of devaluation and increasing import prices on consumer 

purchasing power led to the cessation of imports of these varieties, which hurt consumer welfare. This understanding is important for 

policymakers and economic actors to develop strategies that can maintain product diversification and economic stability during times of 

crisis. 

3. Result and Discussions 

Currency devaluation causes the price of imported goods to increase, which reduces consumer purchasing power. In this situation, 

consumers tend to reduce purchases of more expensive products or switch to more affordable local products. This causes demand for 

imported varieties at high prices to decline drastically so that traders stop importing these varieties because they are no longer economical. 

The decrease in the number of imported varieties available has an impact on consumer welfare. With reduced product choice, consumers 

lose access to the variety that best suits their preferences, ultimately decreasing their satisfaction and well-being. We can measure this loss 

of product variety as a welfare loss. This analysis supports the hypothesis that the highest-priced varieties are the ones most likely to no 

longer be available on the market during an economic crisis. The impact of devaluation and increasing import prices on consumer 

purchasing power led to the cessation of imports of these varieties, which hurt consumer welfare. This understanding is important for 

policymakers and economic actors to develop strategies that can maintain product diversification and economic stability during times of 

crisis. Generally, an increase in a variety's price increases the likelihood of its discontinuation from imports. The results of the analysis 

show that the average price of varieties that are no longer imported tends to be higher than the price of varieties that are still imported. An 

increase in price increases the probability of a variety stopping imports by 3.5%, demonstrating the significant influence of the trend on 

this probability. However, interestingly, this probability loses significance when using the previous year's prices. This indicates that a 

variety's price from the previous year significantly influences the decision to re-import or not. This analysis provides important insights 

into the factors that influence product variety and import decisions. With a better understanding of these factors, stakeholders can make 

better decisions in managing product imports, optimizing product portfolios, and improving overall import efficiency. Thus, a better 

understanding of prices and other factors that influence import decisions can help improve a country's international trade strategy. 

The analysis reveals that after the crisis, the likelihood of not importing mineral products increased by 15.5% for every 1% price increase. 

This suggests that mineral prices had a significant impact on the decision to import these products after the crisis. Additionally, higher 

prices significantly impact other products, such as plastic and rubber products, machinery and electrical equipment, and transportation 

materials, potentially preventing their import after the crisis. This suggests that price is also an important factor in import decisions for 

these products after the crisis. This analysis provides important insights into how prices and other factors influence import decisions for 

different types of products after the crisis. With a better understanding of these factors, stakeholders can make better decisions in managing 

product imports, optimizing product portfolios, and improving overall import efficiency after the crisis. The analysis reveals that the ease 

of importing substitutes also influences the likelihood of a variety's discontinuation. Varieties with a greater elasticity of substitution tend 

to have a greater likelihood of discontinuing the market when faced with higher prices. However, the results of the analysis show some 

interesting findings that can provide deeper insight into import dynamics. Panel A reveals that varieties with prices above average are more 

likely to exit the market when their replacement becomes more challenging. This is somewhat contrary to expectations. 

According to the second hypothesis, varieties that account for a larger proportion of imports persist after the crisis. Assuming that 

preferences or technology exogenously determine market participation, a strong correlation between market share size and the viability of 

a variety aligns with the existence of fixed costs associated with importing a variety from a country. This indicates that fixed costs are the 

same across varieties in a country, or at least do not vary proportionally with market size. The greater the quantity of a particular variety 

imported, the more difficult it is to replace or eliminate without ceasing to provide benefits for importing into that country. This is the 

reason they persist in their importation practices. In other words, the size of the market that a variety represents can influence the 

sustainability of its imports. The greater the market share a variety has, the greater the tendency to continue importing that variety. This 

analysis illustrates the importance of market size in influencing the sustainability of imports. With a better understanding of these factors, 

stakeholders can make better decisions in managing product imports, optimizing product portfolios, and improving overall import 

efficiency. The results of the analysis show that, on average, the varieties that continued to be imported after the crisis represent a larger 

proportion of total imports. In other words, a 1 percent increase in market share in total imports leads to an almost 10 percent increase in 

the probability of the variation remaining imported. This shows that the higher the price and the increase in market share, the more important 

market participation is in explaining the continuity of imported product variations after the crisis. Factors such as prices and market trends 

play an important role in determining the sustainability of imports of a variety after the crisis. Therefore, stakeholders need to carefully 

consider these factors in managing product imports and deciding which varieties to continue to import after the crisis. By better 

understanding the relationship between market share, price, and import sustainability, stakeholders can make better decisions about 

optimizing product portfolios and improving overall import efficiency. 

Given that product prices are typically higher, the third hypothesis about the decline in the number of imported varieties after the crisis 

emphasizes that consumers are less likely to purchase varieties from high-income countries. Although the number of varieties imported 

from high-income countries is greater in absolute terms, the proportion is lower than that of varieties imported from low- and middle-

income countries. Varieties that ceased imports from low-, middle-, and high-income countries account for a larger percentage of the total 

varieties imported from these countries. Despite the introduction of new varieties, this is not enough to offset these differences between 

country types. As a result, the share of varieties imported from low-income countries in total imports is decreasing, while the share of 

varieties from middle-income countries is increasing. A reduction in the number of varieties imported from high-income countries can 

have a significant impact on a country's import structure. This can affect the diversification of products available in the domestic market 

and shows the importance of price in determining demand. Stakeholders need to pay attention to these trends in managing product imports, 
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taking into account pricing and product diversification, to ensure adequate availability and sustainability of supply. Understanding the 

factors influencing product variety imports can optimize import decisions, enhancing overall efficiency and sustainability. 

From the results of the analysis, it appears that varieties imported into middle- and high-income countries are equally likely compared to 

varieties imported from low-income countries. These results indicate that there is homogeneity in impact between varieties originating 

from middle- or high-income countries compared to those originating from low-income countries. This analysis also controls price levels 

and trends to ensure that the results are consistent. Thus, regardless of other factors, the same variables apply to a variety of countries with 

different income levels. These findings have important implications in the context of international trade and import policy. Although 

varieties imported from middle- and high-income countries have higher prices, they are equally likely to remain imported after the crisis. 

This suggests that factors other than price, such as quality, innovation, or sustainability of supply, may have more influence on the decision 

to continue importing the variety. Therefore, stakeholders need to consider these factors more comprehensively in planning import policies 

to ensure continuity of supply and adequate product diversification. In this study, while high-income countries import fewer varieties than 

other countries in absolute terms, middle- and low-income countries import a higher proportion of these varieties. From these results, we 

can see that factors other than price may have a greater role in the decision to continue importing a particular variety. Quality, innovation, 

sustainability of supply, or even political and regulatory factors may also be important considerations for importers when choosing to 

continue importing a variety. Therefore, stakeholders in middle- and low-income countries need to consider different import strategies to 

ensure continued supply and product diversification to suit the needs of their domestic markets. 

In this context, it is important to note that the difficulties in replacing varieties from countries with rich, generally differentiated products 

and using better technology are likely to be greater than those observed for varieties from countries with inferior products and may be less 

complex. Although varieties from high-income countries may command higher prices, their difficulty in substituting means they remain 

on the market after the crisis. This suggests that factors other than price, such as product complexity and technology, also play a role in the 

sustainability of imported varieties after the crisis. Varieties from high-income countries may find it more challenging to replace those 

from low- or middle-income countries due to higher product complexity and technology. This may be due to a higher degree of 

specialization, stricter quality standards, or more advanced production technology that competitors from countries with a lower level of 

economic development find difficult to match. Additionally, the brand reputation and quality associated with products from rich countries 

can also play a role in making consumers prefer those products, even at higher prices. Taking these factors into consideration, an effective 

import strategy for middle- and low-income countries could involve increasing domestic products and technological innovation to increase 

the competitiveness of local products. Diversifying import sources may also be a wise strategy to reduce dependence on products from 

high-income countries that may be difficult to replace. Thus, stakeholders in middle- and low-income countries need to consider these 

measures to improve the sustainability of supply and the competitiveness of their products in the global market. 

The latter hypothesis posits that varieties imported from more distant countries have higher transportation costs, which should decrease 

during the crisis, resulting in higher prices. Even after controlling for price, regression results indicate that a variety's likelihood of stopping 

imports increases with its distance from the country of origin. This implies that while higher prices typically suggest a decreased likelihood 

of continued imports, a greater distance could potentially boost the likelihood of continued imports. Since exporters pay part of the 

transportation costs, they may struggle to cover their fixed export costs during the crisis and continue to export at higher prices. These 

results indicate that distance not only influences distant countries with high GDP but also influences the level of output per capita among 

trading partners. This suggests that greater distance between the country of origin and destination of imports may be an important factor in 

the decision to continue importing, regardless of the level of GDP per capita of the trading partner country. In this context, import-receiving 

countries can adopt a strategy of enhancing logistics and transportation efficiency to lower import costs from distant countries. Investments 

in better transportation infrastructure, more efficient shipping contract negotiations, or improvements in supply chain management can 

help mitigate the negative impact of long distances on the decision to continue importing. Additionally, diversifying import sources to 

cover more geographically close countries can help reduce risk, depending on countries that may be more susceptible to price fluctuations 

or logistics problems. Thus, taking these factors into account can help countries make better decisions in their import management, increase 

supply resilience, and minimize the risks associated with dependence on imports from distant countries. 

This shows that the various factors analyzed still affect the probability of a variety being imported, with most only slightly higher than the 

total estimate. Despite the issue of nomenclature changes, the results remain consistent and do not significantly alter. This shows that, in 

the context of import decisions, factors such as price, product characteristics, and country of origin play a significant role in determining 

the viability of importing a variety. Despite changes in nomenclature or the definition of varieties, the impact of these factors remains 

consistent. This demonstrates that the conducted analysis possesses a robust foundation, enabling stakeholders to make more informed 

decisions regarding their import management. The importance of such analysis lies in its ability to provide deep insight into the dynamics 

of imports and the factors that influence them. With a better understanding of these factors, countries can develop more effective import 

strategies, reduce the risk of dependence on imports from specific countries, and increase the resilience of their supply. Thus, research of 

this kind has major practical implications in the context of international trade and overall economic management.  

4. Conclusion  

Several influencing factors reveal the impact of the economic crisis on imported varieties. More expensive varieties tend to have an 

increased probability of stopping importing. This may be due to a decrease in purchasing power during the crisis, which makes expensive 

products less desirable. Geographic distance also plays an important role. More distant countries produce varieties with a higher probability 

of stopping imports. This could be due to higher transportation costs for varieties from distant countries. Varieties with a larger market 

share originating from countries with higher incomes tend to be more stable in the market during the crisis. This suggests that varieties 

from countries with high incomes or those with large market shares may have competitive advantages that make them more resilient to the 

impact of economic crises. Reducing imported varieties can hurt consumer welfare because it can reduce product choices and increase 

prices. These welfare losses varied from product to product. 
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