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Analysis of Production Cost in Large Scale
Mechanized Rice Cultivation

Je Cheon Chae*, Chun Sur Koo* and Young Chul Gweon*

ABSTRACT : In order to estimate production cost of rice per ha of large farm, a detail survey

of 104ha farm was made in 1994. Amount of labor input and labor cost per ha was calculated as
270,000won and 108hours. Direct production cost of the farm was 1,092,000won(100) and was
lower than that of average farms 2,067,000won(189) in Korea, But it still was higher than that of
Saclamento farms 717,000won(66) and that of Buter Area’s, 845,000won(77). It seems feasible to
cut down the cost about 10~15% provided the labor and machinery may be used more ef-

ficiently, Some cost down may also be possible on marketing and processing sectors. Therefore

it may not be pessimistic in competing with U.S. rice farms if we establish 100ha size well

managed and arranged farms in Korea.

Key words : Rice, Production cost, Direct production cost, Large scale mechanized cultivation,
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Table 1. Calculation of rice production cost : Land services

Land services(per ha) (A: 20,000Won /Pyong, B: 15,000Won /Pyong)
A: 104ha % 3,025Pyong = 314,600Pyong X 20,000Won = 6,292,000,000Won--104ha = 60,500,000Won
60,500,000Won x0.05 = 3,025,000Won /ha
B: 104ha x3,025Pyong = 314,600Pyong %X 15,000Won = 4,719,000,000Won < 104ha = 45,375,000Won
45,375,000Won X 0.05 = 2,268,000Won /ha

Table 2. Calculation of rice production cost : Capital service

Capital service = [ (Large machine* 11,363,676 Won+Facilities for farming* 24,312,704 Won+
Irrigation facilities* 396,880Won) +104ha J+Circulating capital (invested cost)

42,292Won

C ; 346,858 Won—+42,292Won = 389,150Won /ha
D ; 113,082Won-+42,292Won = 155,374Won /ha

*calculated as, present value, of the year.

Table 3. Changes in rice production (Unit : unhulled :; 60kg bag, hulled ; 80kg bag)

1988 1980 1992 1993 1994 1995 1996 1997 1998 1999
Unhulled rice (bag) 3913 5885 5166 6,651 6,814 7,516 (8290) (9144) (10,086) (11,124)
- (kg /ha) 2,258 3,395 2,980 3,837 3,931 4,336 (4,782) (5275) (5,819) (6,418)
” (IR, %) - 226 —-63 287 2.5 103 (10.3) (10.3) (10.3) (10.3)
Hulled rice  (bag) 1,996 3,001 2,635 3,392 3,475 3,833 (4,228) (4,663) (5,144) (5,673)
”, (kg /ha) 1,635 2,309 2,027 2,609 2,673 2,949 (3,252) (3,587) (3,956) (4,364)

*IR : Increase rate per year,

() : as projected,

Hulled rate calculation is ;
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Table 4. Calculation of rice production cost in Seosan farm and comparison with Korean and

USA farms {Unit : won /ha)
Item Seosan? Average(Korea)s® Saclament(USA)® Buter(USA)®
Seed and seedling 52,413 60,550 37,920 37,840
Fertilizer 127,885 156,020 63,440 122,880
Pesticides 176,442 124,950 148,440 159,200
Other materials - 18,710 7,520 -
Fuel and electric? 160,802 1,340 64,080 128,240
Agr. implement® 202,261 530,350 69,120 103,680
Animal - 6,310 - -
Commission for farming - 10,580 107,200 143,920
Buildings 44,281 10,410 16,240 14,640
Irrigation 57,972 28,200 101,920 40,960
Labor 270,318 1,108,370 101,440 94,000
Direct prod. cost 1,092,374 2,066,760 717,280 845,360
Direct prod. cost index (100) (189) (66) (77)
Other - - 104,880 82,240
Land services A 3,025,000 1,713,760 158,160 296,560
B 2,268,000
Capital service C 389,150 192,240 55,920 58,880
D 155,374
Indirect prod. cost (A+C) 3,414,150 1,906,290 318,960 437,680
(B+D) 2,423,374
Production cost? (A+4C) 4,506,524 3,972,960 1,036,240 1,283,040
(B+D) 3,515,748
Unhulled rice yield ('94) 3,931.2kg /ha 6,400kg /ha 8,414kg /ha 8,795kg /ha
(°99) 6,418.0kg /ha
Production cost ('94) (A+C) 1,146Won 620Won 123Won 143Won
per kg of (B+D) 894Won
unhulled rice (’99) (A+C) 702Won
(B+D) 548Won

1) : Include fuel and reparing expenses in USA

2) : Exclude drying, storage and post harvest expenses in USA,

3) : Include fuel and reparing expenses

4) : 1994 basis for Seosan farm

5) : 1992 statistics for Korean farm

6) : Study on the competitiveness of rice industry, KRAI, 1994

A : 20,000Won /Pyong B: 15,000Won /Pyong

C : Include drying, storage and attatched buildings D: Exclude drying, storage and attatched buildings
Foreign exchange rate : US 1.00$ = 800Won
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