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The coefficient of elasticity of production [Qr] on the use of land production factors, seeds,
fertilisers, and labour utilisation respectively 0.65543 for HA, 0.05431 for seeds, 0.16539 for
fertiliser and 0.35432 for labour according to theoretical expectations.

Partially all observed variables were significant at level . = 1% with the degree of confidence
99%, except for seed variable not significant which can be seen from t statistics or P-Value.
Similarly, simultaneous factors of production are determined by the four factors, namely
harvest area or land, seeds, fertilisers, and labour, which is shown by the value of Test F.

The coefficient determinant of 0, 9752 indicates that the rice production variables can be
explained by land, seed, fertiliser, and labour factors of 97.52 percent while the rest of 2.48
percent is explained by other factors that are not applied into the analysis model.

Thus the equation for the rice production function can be formed as follows:

LNQR =2519+0.6554LNHA + 0.0543LNS + 0.1 654LNF
or

+0.3543LNL
QR — exp[25,.19]HA0'6554 SO.0543IF0.1653L{).35432

The total production cost model of rice farming [Rp] (Crg) is determined by the average price
of production factors, such as the total cost of land, seeds, fertiliser, and medicines divided by
3 (PFB) and the price or average wage of labour ie the number of labour costs divided by labor
[Rp / hours] (W) formulated in Cobb Douglas type. Partially, all coefficient of total production
cost (Cr) that is PFB and W significant at level o = 1.

Globally also all coefficients are significant at the rate of oo = 1 percent because the coefficient
of determination [R?] is quite high. Results of Data Processing using Eview programs shown
in the following table:

Table 5: Results of Cost Functiodistimation

Dependent Variable: LNCr
Method: Least Squares

Variable Coefficient Std. Error t-Statistic Prob.

LNPFB 3.35490 0.1015 33.0532 0.0000

LNW 0.45562 0.0354 12.87062 0.6580

LNQr 0.68335 0.0236 28.95551 0.0000
.| R-squared 0.99101 F-statistic 8532.243
Durbin-Watson stat 1.322922 Prob(F-statistic) 0.000000

Source: Results of Data processing with Eviews
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The coefficient elasticity of production cost [Cr] to the average price factor of production
factors, namely the total cost of land, seeds, fertiliser, and medicine divided by 3 (PFB) of
3.3549 and the price or wage of the average worker, labour cost divided by labour [Rp /hours]
(WAG) equal to 0.45562 and factor of production equal to 0,99101 according to theoretical
expectation. Partially, all observed variables were significant at level o = 1% with a degree of
confidence 99% which can be seen from t-test or P-Value. Similarly, simultaneously the factor
of production cost is significantly determined by the three factors shown by the value of Test
F.

The coefficient determinant of 0, 9901 indicates that the variable cost of rice production can
be explained by the factor of the total cost of land, seeds, fertiliser, and medicine divided by 3
(PFB) and the price or wage of the average labour, ie the amount of labour costs divided by
labor [Rp / hours] (W) and production factor (Qr) 0f 99,01 percent while the rest of 0,99 percent
is explained by other factors not included in the model. Thus the equation for the production
cost function of rice can be formed as follows:

[LNCB =3.355LNPFB +0.A55LNW + 0.683LNQ, +e,]

or

Cr = PFB 3355 W 04550, 0683

Analysis of the Economic Efficiency of Rice Farming

An analysis of the economic efficiency of rice farming is achieved under conditions of marginal
cost less than or equal to the selling price of rice. In this case, the assumed rice commodity
market is the competition market, so maximum profit from rice farming is obtained at condition
P == MC. From the opportunity cost model of rice production obtained marginal cost, that is:

MCr =9CB / 8Qr
= (0.683 PFB 3355 w 0.455 QRS 0.317

From the calculation of the marginal cost of rice production in the Karo Regency are:

MCB = 0.683 PFB 3355 W 0455 (pg 0.317
=0.683 [11.088]-3355 [9.5033]0455 |8.2345] 0317
= Rp 11.887,57 per kilogram

The calculation results explain that the marginal cost of rice production [Rp 11.887,57 per
kilogram] is much lower than the selling price of rice [Rp lZ.@ per kilogram]. In other words,
rice farming in the Karo Regency is efficient. The marginal cost of production lower than the
selling price of rice explains that the potential of economies of scale can still be exploited.
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Conclusions

Analysis of the economic efficiency of rice farming in the Karo Regency, the results of research
are the characteristics of the production model, the use of production factors and the production
opportunistic cost is decreasing returns to scale or decreasing cost industries, which contributes
to the costs of production factors, such as land, and fertiliser and labour to the production
opportunity cost respectively 35,55 percent and 45,50 percent. While the production
contribution to production opportunity cost is 99,20 percent. The economic scale of rice
farming explains that the average cost per unit of rice production tends to decrease as rice
production increases.

The analysis of the economic efficiency of rice farming is shown by the marginal cost condition
of production is less than the selling price of rice, where the marginal cost of rice production
per kilogram is Rp 11.887.57 with the selling price of rice production of Rp 12.000 per
kilogram.

Recommendations of this research are:

(1) fml the contribution of land, seed and fertiliser and labour to rice production, it is explained
that the increase of rice production can be done by increasing the use of land, seeds, fertiliser,
and labour;

(2) increased land use, seedlings, fertilisers, and labour will result in increased production or
higher revenues from increased production opportunity costs, so that the profitability of rice
farmers increases; and,

(3) increasing the variety of rice production factors will also result in increased production or
higher revenue from increased production opportunity costs, resulting in higher rice profit or
profit.
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