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Abstract:
The Indonesian Agro-Economic Survey was appointed to carry out a survey on the availability of
sugarcane supply for the factory to process in each individual working area of the factories proposed by
the International Development Association for rehabilitation in Java, Indonesia.

The author took some of the data collected in the survey with him to Montana State University in
support of this dissertation.

The main objectives of this study are: (1) to derive a normative land-rent supply schedule faced by the
Sragi factory in its working area, and (2) to derive a normative sugarcane supply function and to
determine an optimum land-rental plan for the Sragi sugar factory.

The technique of variable price linear programming is employed to generate the relationship between
the minimum rental prices paid by the sugar factory and the corresponding maximum amounts of land
the farmers would be willing to rent to the sugar factory. The technique of variable resource
programming is employed to generate the relationship of various levels of sugarcane produced in the
field and their associated marginal and average total costs of producing sugarcane in the field, and the
optimum land-rental plan for the Sragi factory for various levels of sugarcane production.

The land-rental supply schedule generated from the solution to the first linear programming model
suggests that on the average, the land-rent rate paid by,the factory should be at least twice the land rent
paid in the 1972/73 crop season.

The solutions to the second linear programming model suggest that the Sragi sugar factory does not
have to expand its current working area to get enough land to grow sugarcane to meet its cane needs for
producing up to 70,000 tons of refined sugar.

The total cost of producing sugar at the factory door for the 1972/73 crop season is approximately Rp
65.5/Kg. Under the proposed rental plan total cost could increase to Rp 69.8/Kg., and 22.3 percent or
about Rp 15.6/Kg., would be attributed to the cost of renting land from farmers.

If it were the goal to hold down the price of sugar at the factory door, then farming costs to the mill,
factory costs, and other mill costs such as management costs could be reduced and the proposed rents
could be paid. If these costs could not be reduced, the government could increase the wholesale price of
sugar. Either alternative would probably be more desirable than coercing the farmers into accepting
rental payments that are less than their opportunity costs. 
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