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COMPETITIVENESS AND MININMUM REGIONAL FRICE O W—
(Case Study OF Small Palm Sugsr Industries In Rejang Lebong oY, Hﬂﬁwﬁﬁﬁhm

OBy Sesuai Dengas, 1

vegen
Sk i
| FE

L

Ketut Sukiyona, Bambang Sumantri, Nusril 'i';.lg‘.@‘ g

Deparmment of agricultural socio — cﬁm&miuﬁﬁﬂl .ﬂ: v ilial
The University uchngL‘l,li[g;':-_-‘.'. o

I:Hukiynnn@:«rahnﬂ.cnn} ]

ABSTRACT

B
i

This Resgarch is aimed o delenmine the comperiitvenesy and estimic the aunimmam regiona price
af pafin swgar in Refang Lebong Regency. Thiy rescarch iy condicted im Agnee 200 far Afr Afeles
Aras i Subdistrict af Selupy Rajang and Sindinn Jaya in Subdistrict Sindmg Kelingi in Rajang
Lebong Regency. Respondeniy i this resgarch are 88 palm sugar producors selecred wsing simple
rertom somoling cnd who are imteviewed to colfect primony deva, Anelsiys seethod wsed ane cost
it approach to measwrecampetitiveness level as propased by Coochurn and Sigeel (1998} and
Minfmim Regional Price as supgested by Danis (2004} ie detenime mivimmm reglond peige of
paim supar. The research shows the enverage of unit cost ratio gf palm sugar iy less thaw i, thin is,
A1 This indicores that palm sugar in Rejang Lebong bos ligh compeiiineness dagree. | The
researcly alvo find that with current price, the palm sugarprodvcers still gel prafits even if fheir
produciion decrease 10 %, or the production cost Ircreose 20 %, With the current production, their
dnisinesses are anill profiialle Eva i these ihree simudations aocour simuffchecusly, e ol siger
inclustries are sl profiahle. With these conditions, governmicnis ara unnecessary to imervene. The
MRP of pafim sugar tn Rejang febong is Rp. 8,176 87 with oxsenpiion of 30 % profit fevel. Since the
MERP 5 firr bedawe ifae ctivreny amnvel price, It is emnecessary goversment to-imivrvene. i iy betir
tfuat price i formed wnder morked mechanism,

ey Waoralss Avenga, Palm Sugan, Compesiovencss, Minfmui reglona Price.

INTRODUCTION

Arenga pefn sugar (puls aren) Ding been known for long tme and has o good prospecras an
export commodity. The development of this commadity is potentinl not only in domestic markel
bt also in forcign markets due to incressing food manofaciuring industrics. Arenge palm sugar
wula aren) is one of e main commodilics in Rejang Lebong. The exislance af his conmemdiiy not
only can he seen the eres under arenga palm trees, but also from the numbers of heoseliolds involve
in this smaal industries. Recognizing this commodity significances, the local government has been
implemented variouns policies to improve palm sugar productvity and guality.  However, this
commodity is stiil unable to exploit its open marked opporiunity and tend to expericnce decelérate
prowth.  This problem could be detemined by many factors, one of which is its competitivencss
degree

For (his reason, study on measuring the competiliveness Tevel of paim sugar is significant.
T Tine with this study, determining minimuem regionsl prce 15 also important W condust in order (o
supply information to local government for better policy design. Departing from this discussion, this
study is intended to mewsurs commmpolitiveness level of palm sugar and detecmine minimum
regional price of palm sugiac.

Proceedings of the Intemationg Seminar, Palembang 20-22 Ociober 2011 @1

e

I.J’ Ir



LR T

ISBN 913-9&93931;57

RESEARCH METHOD ]

This research use survey approach intended to collect as much as possible information
related to small palm sugar industries management including their cost, benefit and marketing,
Research area is determined using two-stage cluster ares sampling, First stage is sclecting two
subsdistricts purposively based on the munbers of small palm sugar enterprises. Two subdistricts
sclected are Sindang Felingi and Selupu Rejung.  From each subdisiric, then, one vilage is selpcted
purposively based on: similar criteria.  Two villages sected are Sindang Jaya and Adr Meles stas in
Sidang Keling and Sclupn Rejang subdisticts repectively. Population of this research are small
palm sugar incdustries, and  using Simple Random Sampling,86 sl paln sugar enterpricet are
selected as vespondents. Interview is conducted in Augost 2011

Cost Unit approach peoposed by Cockburn and Siegpel {1998) iz applicd to quantify t’a!m

. sugay Competitivencss, Cost Unit formula can be writton as follows:

G T

L=
VD, OxP,

where TC, i total prodoction cost at domestic price, Py is domestic price of palm gugar
{prive reseived by smatl indusmies), © total palm suger produced and sold. Tf UC less than 1 f:liJC <
1}, pmduction cast is less than production value, this implies that pam sugar hag a [high
crmpel i veness Jepree,

Determmming mimmuzm regionzl poce (MBEP) of palm sugar begm with caleulating

production cost per unit of production following closely to Dareds (20113

X P)+FC
0

HC=

where PC is production cost per unit of production, Xi is i input prodiction, Pi is price of input +;
and FC iz fixed cost,

After calculating production cost per unit production, MRP is determined by mul]l!f[l.‘ing
sensitivity analysis. This sensitivity analysis include (a} decreasing in production 10 percent (B}
paim sugar price decrease 20 percent, and (¢) preduction cost increase 10 percent. If with) this
simnulation, the small ndustries still get profit, MEP price is not necessary to set.  Conversely, if
wilh this simusltions, small palm sugar industrics experinceshortfall, then MRP has 1o set up. To sel
up MEP, sclling price of palm suparis assumed to be particular percents above its production cost
per wnit, for instance, 20 percent. Therefore, MRP is calculated by AdRP =120 P . This i¢ the
miinimu price receive by small palm sugar industees.

RESULT AND DISCUSION
Haqmﬁd'ﬂr'r Characteristics

From survey, it is found that palm sugar producers’ age is 44.74 years on average with fang
of 27 — 80 years ald, With this average, it is suprisingly that they have long experinces in produping
palm sugar, thatis, 18.81 years. However, looking at educational background, mere than 93 percent
of palm sugar producers haye low formal education backpround. This condition could hul:-a:lrnlk an
obstacle in introducing a new technology to them. This js indicated by processing technology
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applied by majority of palm sugar producers that is un change for long time. Marsigil (2005} also
found that palm suger producers stll vsed simple procsssing technolegyto produce palm gizgas
reflected by the use of firewood to cook sugar. Looking at the numbers of palm trees, 13 palm|troes
are harvested for their Nira.

Table [, Respondent Charaoteristics

i Iiem Frequoency Percentage Mean Range
| Ame{vesrs) 44 T4 27 -80
=38 1z 1395
35—35 Gl T0:93
=34 13 1512
2 Formai Eduacation [years) (.63 G-12
=12 4] 000
10— 12 3 3.49
T—u 24 2750
<I={y 559 8 G0
1 Bisniz Experience {years) 1581 6 -4
==]T 12 I5.12
12—26 57 66,28
==11 16 18.60
7 Mumber of trees harvested (reesTiari) 1238 4-30
==18" " L5 744
T=1I7 58 0744
<=hH - 13 ; 1512

Ranirce : .I"'?‘f.'i‘]n'.'.‘?-j-' elenter LA ngusy 200 1)
Corpetifiveness Analysis

Cosit of palm sugar production can be cateparized mtovariable and fixed costs.  Variable
cost comsist of expenses for Nirm, ingredient, firewood, and labor while ficed |cost
includesdepreciation, Averuge variable cost paid by palm sugar 15 Ep. 64,506,060 per produagtion
nrocess {1035 kg palm sugar on average) or Bp.6,968.05 per kg palm sugar, Palm sugar proditcas
spend their cost of production mostly on kebor and firewood which'is approximately 84 percent of
toea] produgtion cosl. Meanwhile e fived cost have to he paid by producer per produaction ]'Jrr!;Lzs-.tS
jeonly Bp 79588 aclp 90.06,- per ke of pal sugar productian. Henee. todal cost of production paic
to produce 1035 kg (per production proesss) of palin sugar 15 Rp. 63, 100.48,--or the 1oal wnil
production cost is Bp. 705811 per kg of pahn segar {See Tuble 2 for dewnil), -

Fram vescarch also found (it average production per production process 1s 10.35 ke and
price recieved by palm segar Rp. 11,524.13,- This informs that total revenue of palm shpar.
producer camed is  RKp 122,718 14 per process of production With this revenusg, pabm spgar
producers get a profit of Rp. 57,617.66. This means that firm efficiency denoted by revenue and
cost retio is 1,69, Thus, it can be conclude that palm sugar production conducted by producefs in
Rejane Lebong is cfficient. This ratio also informns that every Rp. L~ spent by producers to prodice
palm sugar will create Bp. L6%,- revenue.
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Tofrle 2 Cost, Reverue, Profii And Competitivens=cs Level Off Small Palm Sugar Enterprises

I Rejang Leboug Repency, 2011
No Item Per Process Per kg
1 Produstion (kg 10,55 1
2 P LR
T  Rewvenme P2 TiE 14
4 Varable Cost
Mirn 9.793,26 LT 48 :
Ingredient 114 44 12,23 |
Firewaood 30 2T7. 96 3. 23283 |
Labour 24.120,93 272752 |
Totul Varable Cost G4 506,60 G968 0S5
5  Fixed Co# (depreciarion) 793 88 ), 0
G Total Cost G5 10048 TO58.11
T Profits L) 4. 836 07
& - Eficiency
BT ratyo 1,69
O ratio 065
o - 0.41
Sozrree Primcry oot (200 1§

p=im sneer cotreprises in Rejang Lcbong regency.  Economic cost unit 15 defined as ratio between
total prodoction cost divided by total prodacrion.  As presented by Table 2, the cost unit matio is
.41, Tins ratio indicates that palm sugar competitiveness Jeved is rolative high  Siegel, oo al (1998)
=il thet 3f produection cost per omit i@ more then ons, & mephecs thar this prodoct hes a (kigh
competitiveness degree, The reason is (et palm supsr peoducer is able 10 produce a kg of palm
mgnrmnmmlmﬂmmwpumnnfm Thas findmyg 18 relatlf [high
compare to Asti (2009) Gnding. Asni (2009) foond that competitivencss degree of palm in
Roesz Lebong i5 8.5 I average.  Arpument ihs an be poposad o enplain these dissimilority
findings is that the pulm sugar price in 2011 incrosse twice those of in 2009, meanwhile prige of
imputs iz relatively stable

Asin fuerems Bamioma! Pring Assessment 1

Prce is one of the main mcentive for peim seser prodocers to maintain s business or (o
alier 70 cther businesses. I the pwice is bow, prodocer will not modvate to sustain his business, and
comversely.  Genaally, price csn be formed whon the sopply and demand wre in equiibnum
condinon. This pice is formed in compotitive marker  Howeewer, pmhummrm‘hﬂnuﬂﬁd}rm
compctitive mEmes.  Limsted numbor of buyors =t villazs level and upper level tend o cfeale
ﬂmym&iﬁﬂﬂmﬁmﬂpﬂtﬂﬁ““ﬁﬁﬂmﬁiﬂﬂhlmg
Tnyos 5 & rosub of HSmited buyors st village lovwc! =5l o Iowcl Price distoriion can be
cansed by asymetric information given by wholsbmyers That is why the establishing 15
important to give palm sugar information the minimum lovel of palm sugar price with the intention
that they are shle to pet profits,

A% discussed in research method, the estinafing MRP is began with the calculation of
production cost per umit, Tqbl:E:hwﬂmmnunhufpuinmimwhi:hi::ﬂnuhmdﬁ'nmqlnlll
production cost divided by total prodoction par process. Total production cost required o proguce
10.35 kg palm supgar is Bp. 65,100.48. This mcans that cost unit of production is Rp. 6,289.90 per
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kg of pulm sugar. - Cost unit of production itself informs that selling price of palm sugar is in break
even point. It mesns that i the price i the unit cost level, producers do not gain profits bi thes
also do nol experience lossess, This price level, actually, can be used as an indicatgr for
government to interveng of nol. IF the market price @5 similar or befow cost unit of prodegtion,
government should intervene so the palm sugar producers still have incentives to produce,
creersely.

i
Tahle 3 Total Preduction Cost, Totup Production per Process ard Cost anii of Predaciion of
Patm sugar inRefang Lebong Repency, 2001

g petion [ R
- - — mmﬁfg’mdl.mn Cost p]z;}_ =

1 Wanable Cast

Nika 0. 793.26 1,007.48

Ingredient 11446 1223

Frrewood 3027784 3,220.83

Labour 2412093 TI2T52

Tatal WVariahle Cose &4 3660 i3, GR35

2 Fixed Cost (depreciation) T3 88 Sk

3 Totad Cost (Bp.} (3, 10048 705811

4 Droduction{hefwocess) 10.33

5 Teoduetion Coct i (Roclko ) o 6,285, H]

Nemirces Drimicnry dhater Cduiaese 2040 1)

After celimading cost umit of production, Toflowed stage @5 measwing WMRP by conduced several
sinilations,  In this research, 3 simusfations are performed, pamely. producion decrepse 10 paoenl,
palm sugar price decresss 20 percent, and produciion cost increase 10 percent. The simulation
resulls dreshowed by Table 4 &5 follows,

Talle & Seasiroviny Analysiv

Pruofii

Mo Gimulation I.m;,::::n" Production Cox Rp. pérﬁnm
| Existing Condition 122,718 14 635, 000.48 37,617.66 B8 51
2  Production decrense 191 % _ 11078434 5, 100045 45, 653 55 T0 9
3 Price decreases 2009 Of A83.86 &5, 10048 3338338 SHAR
Ceed of Production inercase 10 : 7137
4 12271814 7161053 3L, 10761
5 Cﬂl‘l‘lt:‘i_l'ﬂ‘_l-.l?.l.l .1.:1['2_3_:?11_[1_5! o BB 63547 T, 61053 1702495 23T

Sowrce: Frinare Data {2011)

From Table 4, it can he concluded tat even he palm sugar production decrease 10 percent palm
sugar price decrease 20 pereent, and production cost increase 10 percent as well as combinatian of
those three simulations, paim sugar producers sill gel profils or eir husinesses ane st profitybie.
Far this reason and as long us profits are positive, it is unnecessary {or government to intervese in
oeder 1o stabilize palm sugar price. It is reasonable to let palm sugar price formed under market
mechanism Tlie question is thar when the povernment should intervene palm sugar macker?,  This
question can be responded by conducting other stmmlations,  For instance, the price of palm sigir
decrease 50 % of palm supar production decreases 50 %, This problem will cause palm sugar
peoducer expericncing lossess, |f the palm sugar price decrenses 50 percent, producers will lossess
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as much as Bp. 3,548.07. if this happen, the MRP should be set up. Then if producers wanl o get
30 pecent profite, the MRP should be- '
MRP =130x P
=1 30x 6289.90
=Rp_ B I176.87 perkg
This MRP is far below actual market price of pabm wagar. This ingplies that as far a5 market e is
above MRP, it is needless for government o intervene cven if the market price is similar 1o !

Wih (s meiliod, several sinwdation can be conducted 10 determine MRFP based on level of wlilg
wished by pioducers as follows.

Table 4 Profft Sinmclarion and ME P

b |

o Simulation MR Production Value Prodocties Cost Profit

1 Profit J0% B 176,87 84,630 62 €5, 100.48 19,530 14

2 Profit 20 % 7,547 88 7,120,548 65,100 48 13,020.1p
—3 Profit 10% 6,914 49 ____T1,6103) B AL, — LY -

Sowurce: Primary dota (2011}

With this information, govomments know when they have to mwarvene 1o stabilize plam sugar price.
Darwis (201 1) noted that tns method & simple and casy to apply for determining minimum nt
regional level.  She also said thar this method can be applisd for any commodity, ially
agricultugsl commodities and MRP can be applicd for several crog seasons as long as the pmduim‘::n
oSt per undt canges insignificant,

CONCLUSION AND RECOMENDATION

Two conclusions can be drawn from this study s follows:

L Pulm sugar compelitivenss  messured by unit production cost is 041, [Thia
eompetitivencss degree is quite high. To produce a kg of palm sugar, it is only required
41 percent of price received by palm sugar producers.

2 With curvent price of palm sugar, palm sugsr producer still pet profits even theis production
decrense 10 %45, production cost incrocate. 20 % and palm sugar price decremic 10 % The
minimum cegronal prce v Rp. 8,176 87 per kg This MRP & (e below cursent market price
R, it s utnecessary for povernmsnt o intorvene

Depanting fiom these findings, 1 s recommended that the goveunent intervention shoud be
divcted 1o providing price mformatisn to palin sugar producers.  This s intended to eli nate
asymaine informancn due to oligosopoitic market of palm sugsr Government should also
supported producers in smproving quality continously so that they will got maximum price
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