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Shallots are a strategic horticultural commodity given their function as
a staple food for Indonesians. Most of the domestic demand for shallots
is met by domestic production. North Lampung is not a major shallot-
producing region in Indonesia, but the area under shallot cultivation is
expanding, thereby supporting domestic demand. As a newly introduced
commodity in North Lampung, shallots require analysis to evaluate
their financial and economic viability, reflecting their competitiveness.
Government plays a crucial role in shallot production within the district.
The purpose of this study was to analyze the competitiveness of shallots
in terms of comparative advantage and competitive advantage and to
analyze the impact of government policies on the competitiveness of
shallots in North Lampung Regency. The analysis tool used is the Policy
Analysis Matrix (PAM) method. Shallot farming in North Lampung has
both comparative and competitive advantages based on PAM analysis,
with PCR=0.56 and DRCR=0.39, indicating potential for sustainable
development supported by government input subsidies. However, there
needs to be an output policy that supports shallot farming in North
Lampung Regency, such as ensuring market certainty and stable prices
for shallots. Increasing farmer knowledge about shallot farming is
needed in order to be able to produce quality shallot commodities.
Product diversification of shallot commodities can be one effort to ensure
the shallot commodity market.
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INTRODUCTION

Shallots are a strategic horticultural commodity
given their function as a staple food for
Indonesians. The shallot commodity is
intrinsically linked to Indonesian household
food requirements. Nearly all processed meals
use shallots as the main seasoning.  Shallots
have beneficial nutritional properties that
influence the body’s immunity and the human
immune system (Hartoyo, 2020). The substantial
importance of shallots in households leads to
consistent year-round demand. However,
supply is not always available throughout the
year due to seasonal harvests, which is not a
yearly event (Taufiq et al., 2021).  Consumption
affects the quantity of shallot imports (Dewi
and Sutrisna, 2016), but recently most of the
domestic demand for shallots is met by
domestic production. From 2019 to 2023, there
are six provinces that are the centres of shallot
production, with a cumulative contribution of
90.22 percent to Indonesia’s total shallot
production, namely East Java Province, Central
Java, West Sumatra, West Nusa Tenggara,
South Sulawesi, and West Java (Agricultural
Data and Information Center, Agricultural Data
and Information Center, Secretariat General,
Ministry of Agriculture, 2023). Research by
Saptana et al. (2021) suggests that it is more
beneficial for Indonesia to increase domestic
shallot production rather than import it.

Lampung is not a major shallot-producing
region in Indonesia, but the area under shallot
cultivation is expanding. In Lampung Province,

not all areas produce shallots, necessitating
government intervention to meet the demand
for this commodity. Particularly in areas or
regions that do not cultivate shallots. According
Food Distribution and Reserves at the National
Food Agency, Lampung Province meets over
90 percent of its shallot requirements by
sourcing shallots from outside the province
(Jaya and Ika, 2023). In 2022, shallot consumption
in Lampung Province was projected to be
30,079 tons, while production was only 2.193
tons (BPS, 2023). Multiple districts in Lampung
Province have commenced shallot production,
including Central Lampung Regency, Pringsewu
Regency, South Lampung Regency, West
Lampung Regency, and North Lampung Regency.
North Lampung Regency will commence shallot
production in 2022, with a total output of 426
quintals (BPS Provinsi Lampung, 2023a).
Fajarika et al.’s (2018) research concluded that
shallot farming is feasible for farmers in Central
Lampung, with a Net B/C value above 1, namely
1.45, a Payback Period of 3.58, and several
other criteria indicating financial feasibility.

North Lampung Government plays a crucial
role in shallot production within the district.
South Abung District is the sole sub-district
that cultivates shallots in North Lampung
Regency (BPS Lampung Utara, 2023). The
local government supports farmers in Abung
Jayo Village through a program by North
Lampung Food Crops and Horticulture Service,
which supplies 5 tons of shallot seeds, 500 kg
of NPK fertilizer, 25 rolls of mulch, 15 liters of
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POC, and 15 liters of liquid biofertilizer
(Efriantoni, 2023). The initiative seeks to
diminish the importation of shallots from
external regions of the province. The shallot
development initiative by the Regency
administration aims to enhance the welfare
of vegetable producers and satisfy local
shallot demand. The local government’s
initiative to of fer complimentary seeds and
additional input support serves as an incentive
to shift from cultivating leafy greens to shallots.

The development of a commodity is influenced
by input and output prices, which determine
farmer’s profits. Government policy affects
these factors, influencing farmer’s decision
making. An analysis of shallots as a new
commodity in North Lampung is necessary to
determine their financial and economic
viability, which will elucidate the competitiveness
of shallot commodities in the region. The
competitiveness of a commodity will determine
its viability for development or the preference
for sourcing it from other locations (Putri et
al., 2020; Saragih et al., 2022).

The necessity for study on shallot cultivation
in North Lampung Regency is recent, despite
the fact that various districts in Lampung
Province have engaged in shallot farming (BPS
Provinsi Lampung, 2023b). This study examines
the initiatives undertaken by the local
government to cultivate shallots in North
Lampung Regency, prompting the researcher
to investigate the potential for advancing
shallot agriculture in the region through the

PAM method. This study analyzes the
influence of governmental policy on the inputs
and outputs of shallot cultivation. This research
aims to evaluate the competitiveness of shallots
farming in North Lampung Regency using The
PAM method, by analyzing both comparative
and competitive advantages and assessing the
impact of government policy.

METHODS

Study area

The study was conducted in South Abung
District, particularly in Abung Jayo Village, the
epicenter of shallot cultivation in North
Lampung Regency. The selection of the
research location was purposively selected,
given the advancement of shallot cultivation
is concentrated in South Abung District. The
study was conducted from May to August 2024
via a survey methodology.

Sampling methods

The types of data used were primary and
secondary data.  Primary data was collected
through direct interviews using structured
questionnaires. Secondary data was acquired
from pertinent agencies and institutions. Given
the small population (24 shallot farmers) a
census method was applied, in accordance with
the research of Handayani, et al., (2023).  The
data collected pertains to the inaugural planting
season of 2023.

Methods of analysis

The Policy Analysis Matrix (PAM) approach
was used to asses the competitiveness of



94

AGRIC Vol. 37, No. 1, July 2025: 91- 106

shallot farming, considering the input and
output policies relevant to the examined
commodities (Nursan, 2015). Tradable and
non-tradable inputs are two categories utilized
in the PAM approach. Tradable inputs refer to
inputs that are exchanged on an international
scale such as chemical fertilizers, whereas
non-tradable inputs pertain to those that are
not subject to international trade for example
is compost.

The PAM approach employed two categories
of prices: private prices and social prices.
Social prices represent market values under
perfect competition, unaffected by government
interventions. The private price is the actual
price, namely the price paid by farmers in real
terms. Free on Board (FOB) pricing for exported
items are utilized to ascertain societal prices.
The social price of imported commodities is
determined using the Cost Insurance Freight
(CIF) methodology (Lestari et al., 2020).  Financial
profits (derived from private pricing) and
economic profits (derived from societal prices)
served as indices of the competitiveness of
shallots in the South Abung District. The PAM
method calculation employs a matrix segmented

into three rows. The values in the initial row
are derived from private pricing calculations.
The second row presents the figures computed
utilizing social prices. The third row represents
the disparity between private prices and
societal prices, referred to as the divergence
effect. Table 1 presents the structure of the
Policy Analysis Matrix (PAM) used to analyze
competitiveness (Pearson et al., 2005).

Employing the Private Cost Ratio (PCR) for
shallot cultivation to conduct a competitive
advantage study. If the PCR value is less than
1 and continues to rise, the shallot farming
production system can finance its domestic
factors at private pricing and possesses a
competitive advantage. If the PCR value
exceeds 1 and continues to rise, the shallot
farming production system cannot sustain its
domestic inputs at private pricing. The
production system lacks a competitive
advantage (Situmorang, 2022). The Domestic
Resources Cost Ratio (DRCR) is utilized to
assess comparative advantage. If the DRCR
value is less than 1 and subsequently increases,
the shallot farming production system is
competitive in the worldwide market,

North Lampung 

Figure 1. Lampung Province and North Lampung Map
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indicating substantial export potential. The
shallot farming production system possesses
a comparative advantage. If the DRCR value
exceeds 1, the shallot farming production
system must be imported, as it is uncompetitive
and cannot sustain itself without governmental
support.

The influence of input policy on shallot
competitiveness may be assessed using the
input transfer (IT) value, nominal protection
coefficient on input (NPCI), and transfer factor
(FT). The influence of government output
policy on shallot competitiveness may be
assessed using the output transfer (OT) value
and the nominal protection coefficient on
output (NPCO). The influence of input and

  
Revenue 

Cost Profit 
Tradable Input Non-Tradable Input 

Privat A B C D 
Sosial E F G H 
Divergence Effect I J K L 

Source: (Pearson et al., 2005) 
Information : 
Income at the private price level   =  A 
Tradable input costs at the private price level =  B 
Domestic factor costs at the private price level =  C 
Profits at the private price level  (D) =  A – (B + C)  
Income at the social price level  =  E 
Tradable input costs at the social price level =  F 
Domestic factor costs at the social price level =  G 
Profit at the social price level   (H) =  E – (F + G)  
Output Transfer (OT)    (I) =  A – E 
Input Transfer (IT)     (J) =  B – F 
Faktor Transfer (FT)     (K) =  C – G 
Net Transfer (NT)     (L) =  D – H  atau   
     (L) =  I – (J + K) 
Private Benefit-Cost Ratio (PBCR)  =  A/(B + C) 
Social Benefit-Cost Ratio (SBCR)  =  E/(F + G) 
Nominal Protection Coefficient on Output (NPCO) =  A/E 
Nominal Protection Coefficient on Input (NPCI) =  B/F 
Profitability Coefficient (PC)   =  D/H 
Effective Protection Coefficient (EPC)  =  [(A-B)/(E-F)] 
Subsidy Ratio to Producers (SRP)  =  L/E 
Private Cost Ratio (PCR)    =  C/(A-B) 
Domestic Resources Cost Ratio (DRCR)  =  G/(E-F) 

 

Table 1. PAM (Policy Analysis Matrix)

output policies on shallot competitiveness
may be assessed by the effective protection
coefficient (EPC), net transfer (NT), profitability
coefficient (PC), and subsidy ratio to producer
(SRP).

Research and Analysis Stages

The analysis stages using the PAM method
include a competitiveness analysis, calculating
the level of social benefits generated by a
farming business by assessing output and
costs at the efficient price level (social
opportunity cost), and calculating the transfer
effects resulting from a policy (Monke and
Pearson, 1995). The research and analysis
stages are shown in Figure 1.
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Figure 2.  Flowchart of Research Activities

RESULTS AND DISCUSSIONS

Analysis of Input Utilization

Table 2 presents the input utilization in shallot
farming in North Lampung Regency. According
to Table 2, the application of shallot seeds at
the research site aligns with the recommended
dosage of 1,000–1,200 kg/hectare, as with
actual usage reaching 1,244.09 kilograms per
hectare. Farmers obtain complimentary seed
support from the North Lampung Regency
Food Crops and Horticulture Service to ensure
seed requirements are fulfilled in accordance

with the prescribed dosage. The application of
manure deviates from the recommended
dosage, as only 7,055.12 kilograms per hectare
is applied, compared to the advised range from
15,000 to 20,000 kilograms per hectare. The
application of minimal manure quantities is
attributed to farmers’ lack of understanding
regarding the advantages of manure in
replenishing soil nutrients.  Elizabet Pakpahan
et al., (2020) asserted that the utilization of
manure and biochar influences the leaf count
and the wet weight of shallot bulbs.

Production Facilities Unit Usage per farm 
(0.11 ha) 

Usage  
per hectare 

Recommended dose per 
hectare *) 

Seeds Kg 131.70        1,244.09  1,000-1,200  

Urea Kg 110.00        1,039.37  150-200 

Manure Kg 746.67        7,055.12  15,000-20,000 

NPK Mutiara Kg 9.67             91.34  600 

ZA Kg Not used Not used 300-500 

SP-36 Kg Not used Not used 250 
 

Table 2. Information regarding the utilization of shallot cultivation production facilities
in North Lampung Regency

Source: Processed data, 2024
          *) Recommended dosage refers to guidelines issued by the Lampung Province Food Crops and Horticulture Service

(Rohayana et al., 2019)
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(Manurung & Sirait, 2022; Saptorini et al., 2019).
The application of Urea fertilizer at the research
site deviates from the prescribed dosage. The
application of Urea fertilizer is excessively high
at 1,039.37 kg/hectare, although the optimum
dosage is 150-200 kg/hectare. The overutilization
of Urea fertilizer is attributable to farmers’
access to subsidized Urea, enabling their
procurement of this fertilizer. This results in the
application of alternative fertilizers at
suboptimal dosages. The application of NPK
Mutiara fertilizer is 91.34 kg per hectare, but
the advised dosage is 600 kg per hectare. The
limited utilization of NPK Mutiara fertilizer is
attributable to its elevated cost. The cost of
NPK Mutiara at the research site is IDR 20,000
per kilogram. In addition, many types of
fertilizers, specifically ZA and SP-36, are
recommended for use, although farmers do not
utilize them. The utilization of these two fertilizer
types is limited due to farmers’ inadequate
knowledge of shallot cultivation. ZA and SP-36
fertilizers influence shallot growth because to
their nitrogen concentration, which promotes
accelerated plant growth and larger tubers
(Manurung & Sirait, 2022; Saptorini et al., 2019).
Enhancing input utilization can augment
agricultural output (Ariska et al., 2023;
Handayani, Lestari, Nirmagustina, et al., 2023;
Lailandra et al., 2024; Lestari et al., 2023).

Competitiveness of Shallot Cultivation

Macroeconomic Assumptions

The nominal interest rate included in macro-
economic assumptions is the People’s

Business Credit (KUR) interest rate for 2023,
set at 6 percent per year, equivalent to 3
percent  per planting season. The rationale is
that KUR serves as a loan mechanism designed
for agricultural enterprises. The social interest
rate is derived from the nominal interest rate
combined with the average inflation rate for
Bandar Lampung City in 2023, which is 3.74
percent , equating to 9.47 percent  annually
or 4.74 percent  every planting season (BPS,
2023). The exchange rate of the Rupiah
utilized in this study is the average rate for
2023, amounting to IDR 15,416.00 (Bank
Indonesia, 2023).

Social Valuation of Inputs and Outputs

The social price in the shallot farming system
were established using the following steps:
1. The methodology employed to ascertain

the social price of output involves utilizing
the CIF (Cost, Insurance, and Freight)
pricing model for imported goods. In 2023,
the average CIF price of shallots was $1,565
per ton (BPS, 2024b). This value is multiplied
by the social exchange rate. Next, unloading
charges at the port and transportation
expenses to the destination province are
added. Finally, the farmer’s distribution
expenses are subtracted to obtain the
social price of shallots at the farmer level.

2. Establishment of social prices for fertilizer
producing facilities utilizing the CIF price
methodology for imported goods and FOB
(Freight on Board) prices for exported goods
(Nursan, 2015).  The fertilizers employed
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in shallot cultivation are Urea, NPK Mutiara,
and NPK Phonska. Urea fertilizer is an
export commodity, while NPK Mutiara and
NPK Phonska fertilizers are imported
commodities. The average FOB price of
Urea fertilizer in 2023, according to
statistics from the BPS (2024a) is US$
354,80/ton. The FOB value of Indonesian
urea fertilizer is multiplied by the social
exchange rate, then transportation and
handling charges from the port are
subtracted, followed by the addition of
distribution costs to farmers. The social
price for NPK Mutiara and NPK Phonska
fertilizers is determined using the average
CIF price for NPK fertilizer in Indonesia,
which is based on the price of fertilizers
containing two or three elements—
nitrogen, phosphorus, and potassium—
amounting to US$ 614.81 per ton in 2023
(BPS, 2024b).  The Indonesian CIF value of
NPK fertilizer is multiplied by the social
exchange rate, thereafter augmented by
transportation and handling expenses from
the port, and further increased by
distribution costs to farmers.

3. The social price of dolomite is determined
by the average CIF Indonesia price for
dolomite commodities (HS code: 25181000),
which is US$ 222.66 per ton (BPS, 2024b).
The Indonesian CIF value for dolomite is
multiplied by the social exchange rate,
followed by the addition of transportation
and handling charges from the port, and

subsequently, distribution costs to farmers
are included.

4. The social price of fertilizers, excluding
internationally stored fertilizers, is
established based on the prevailing
average price of fertilizers at the research
site. The current price is liable to a 5 percent
import tariff, as stipulated by the Regulation
of the Minister of Finance of the Republic
of Indonesia No. 26/PMK.010/2022
regarding the classification of goods and
the imposition of import duty tariffs on
imported items, in addition to a 10% value-
added tax.

5. The social price of pesticides is calculated
using the prevailing average price at the
research site, subsequently decreased by
a 10 percent  import tariff (as per the
Regulation of the Minister of Finance of
the Republic of Indonesia No. 26/PMK.010/
2022 regarding the establishment of a
Goods Classification and Import Duty Tariff
on Imported Goods) and a 10 percent
value-added tax.

6. The social price of shallot seeds was
calculated based on the prevailing market
prices adjusted using the conversion factor.

7. The social price of manure utilizes the
prevailing price of dung in the research
region, as manure is a local product.

8. Social costs of agricultural machinery,
utilizing the private cost of equipment
depreciation over one season (Nursan,
2015).
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9. The social price of labor uses the private
price, because the labor policies implemented
by the government do not affect the price
of labor in small farming activities.
(Lestari et al., 2020).

10. The social price of the exchange rate is
calculated using the subsequent formula:

SER =

Information:
SER = Shadow Exchange Rate
OER = Official Exchange Rate
SCF = Standar Conversion Factor

The equation for calculating the standard
conversion factor (SCF) is as follows (Rosegrant,
1987 in Nursan, 2015):

SCF =

Information:
M    = Import value (IDR)
X     = Export value (IDR)
Tm  = Import tax (IDR)
Tx   = Export tax (IDR)

This formula adjusts the official exchange rate
into a shadow rate to reflect social valuation.
The official Rupiah exchange rate is used in
macroeconomic assumptions.

Analysis of the Competitiveness of Shallot
Farming in North Lampung Regency

The competitiveness analysis use the Policy
Analysis Matrix (PAM) approach, as illustrated
in Table 3.

𝑂𝐸𝑅

𝑆𝐶𝐹
 

𝑀 + 𝑋

(𝑀 + 𝑇𝑚) + (𝑋 − 𝑇𝑥)
 

Description Revenue 
Cost 

Profit 
Tradable Input Domestic Factor  

Private 101,796,998 35,108,543 37,170,987 29,517,467 

Social 150,501,471 52,192,728 38,380,288 59,928,455 

Divergence Effect -48,704,473 -17,084,185 -1,209,301 -30,410,988 
 

Table 3. Table of PAM for shallot cultivation in North Lampung Regency (in IDR)

 Source: Processed data, 2024

According to Table 3, the revenue from shallot
growing at private prices is IDR 101,796,998.00
per hectare, whereas the revenue at social
prices is IDR 150,501,471.00 per hectare. The
profit at the private price is IDR 29,517,467.00
per hectare, whereas the profit at the social
price is IDR 59,928,455.00 per hectare. This
indicates that shallot cultivation in North
Lampung Regency is financially and economically
advantageous and merits pursuit. This aligns
with the research conducted by  (Lestari et al.,
2024). The divergence in revenue presented in
Table 3 indicates that acceptance at social
pricing exceeds acceptance at private prices
(Hidayat et al., 2014; Lestari et al., 2024). The
output price received by farmers is lower than
the corresponding social price, indicating
market imperfections or price suppression at
the farm level. The mean output price obtained
by farmers is IDR 16,125.00 per kilogram,
whereas the social price is IDR 23,839.69 per
kilogram.  A similar finding regarding low shallot
process at the farmer level was also reported
by Sipahutar et al., (2022).

According to Table 4, the PCR value for shallot
cultivation in North Lampung Regency is 0.56. A
lower PCR value indicates a greater competitive
edge. This indicates that shallot cultivation in
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North Lampung Regency possesses a
competitive advantage, as the PCR value is less
than 1. The DRCR score for shallot cultivation
in North Lampung Regency is 0.39, indicating
that the DRCR is less than 1. The DRCR value
of 0.39 indicates that shallot cultivation in
North Lampung regency has a comparative
advantages. This means that for every
US$1.00 of value generated, only US$0.39 of
domestic resources are required, resulting in
a cost efficiency of US$ 0.61per dollar. This
confirms that producing shallots locally is more
economically viable than relying in imports.
(Natsir and Mardiyati, 2024).  This is in
accordance with the research of Saragih et
al., (2022), regarding the competitiveness of
shallot farming in Bima Regency, namely the
PCR value of 0.61 and the DRCR value of 0.46.

Government Policy Impact

The effects of government policy can be
assessed based on its influence on inputs,
outputs, and the interaction between the two,
as illustrated in Table 5.

Indicator Value Competitiveness 

Private Cost Ratio (PCR) 0.56 Farming has a competitive advantage 

Domestic Resources Cost Ratio (DRCR) 0.39 Farming has a omparative advantage 
 

Table 4.  PCR and DRCR metrics for shallot cultivation in North Lampung Regency

Source: Processed Data, 2024
Input Transfer (IT)  reflects the differenece
between tradable input costs at private and
social prices, while NPCI is the ratio of these
costs. A negative IT value of IDR -17,084,184.58
indicates that farmers spend significantly less
than the social cost due to subsidies. The
Nominal Protection Coefficient on Input (NPCI)
is the ratio of tradable input expenses at
private prices to those at social prices. The IT
and NPCI values for shallot cultivation in North
Lampung Regency amount to IDR -17,084,184.58.
A negative IT value signifies that shallot
producers can reduce farming expenses by IDR
17,084,184.58. The NPCI value is 0.67. An NPCI
score of less than 1 signifies that the cost of
tradable inputs at private pricing is inferior
than that at social prices. This indicates that
farmers incur only 67 percent of the cost for
tradable inputs compared to a scenario
without the policy (Noviandika et al., 2024).
The reduced cost of marketable inputs at
private prices results from the enactment of
fertilizer subsidy policies. According to these
two metrics, government action through

Table 5. The government’s policy influences the inputs utilised in shallot cultivation
in North Lampung Regency

Source: Processed Data, 2024

Indicator             Value 

Input Transfer (IT) – (Rp)           -17,084,184.58 

Nominal Protection Coefficient on Input (NPCI)                            0.67  

Faktor Transfer (FT) – (Rp)             -1,209,300.76 
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fertilizer subsidies can incentivize farmers
(Lestari et al., 2022).

Transfer Factor (FT) represents the disparity
between domestic factor input costs at private
pricing and those at social prices. The FT value
of IDR -1,209,300.76, indicates that private
domestic factor costs are lower than social
costs, largely due to low interest rates set by
the government. This signifies that domestic
factor input costs at private prices are inferior
to tradable input costs at social prices. The
minimal input costs of domestic components
in private prices result from the government’s
policy of maintaining low interest rates. In
summary, government input policies, particularly
through subsidies and low-interest credit,
have favorably supported shallot cultivation,
as reflected in IT, NPCI, and FT values.

Impact of Government Policy on Output

Government output policy in assessed using
Output Transfer (OT) and Nominal Protection
Coefiicient on Output (NPCO), as shown in
Table 6.

Output Transfer (OT) represents the disparity
between revenue at private prices and
revenue at social prices. The Nominal
Protection Coefficient on Output (NPCO) is
the ratio of revenue at private prices to revenue

at social prices. The OT value of IDR -48.7
million and NPCO of 0.68 indicate that farmers
receive lower revenues under private prices
compared to the ideal social pricing scenario.
This reflects the lower farm-gate prices of
shallots compared to their social value. . This
is due to the fact that the price of shallots at
the agricultural level is inferior to the social
price. This phenomenon also occurs in
research (Putri et al., 2020) . The low market
price is partly due to poor bulb quality, making
the product less attractive to buyers.
Additionally, the lack of market certainty
forces farmers to rely on local consumers and
informal traders. Support from agricultural
extension services is needed to improve
production quality. Furthermore, product
diversification, such as processing shallots
into fried shallots, can increase value-added
and boost farmers’ income. For instance, by
transforming shallots into fried onions.

Impact of Government Policy on Input-
Output

The impact of government policy on both input
and output is analyzed using four indicators:
Effective Protection Coefficient (EPC), Net
Transfer (NT), Profitability Coefficient (PC), and
Subsidy Ratio to Producer (SRP), as presented
in Table 7.

Source: Processed Data, 2024

Indicator Value 

Output Transfer (OT)-(Rp) -48,704,472.91 

Nominal Protection Coefficient on Output (NPCO) 0.68 
 

Table 6.  The impact of government policy on output in shallot cultivation in North Lampung Regency
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The Effective Protection Coefficient (EPC)
compares value added at private prices with
that at social prices. Net transfer (NT) reflects
the gap between private and social net profits.
Profitability Coeeficient (PC) is the ratio of
private to social profit, and Subsidy Ratio to
Producers) SRP indicates the share of net
transfer in social revenue.

An EPC value of 0.68 (less than 1) suggests
that government policy provides only partial
protection for shallot farming in North
Lampung Regency. Farmers earn approximately
68 percent of the true value (social price),
allowing the government to enact policies that
enhance incentives for farmers. The NT value
The NT value is negative (IDR -30,410,987.57),
and the PC value is 0.49, indicating that social
profit exceeds the actual profit earned by
farmers. This shows that farmers have not yet
received optimal benefits from current policies.
Although input subsidies reduce production
costs, they have not fully translated into
increased farmer profitability. Policies must
be established to assist farmers in obtaining
optimal output pricing and facilitating market
access (Rahmadona et al., 2018).  An SRP
score of less than 0, specifically -0.20, signifies
that government policy has failed to enhance

the revenue of shallot farmers. Although input
subsidies reduce production costs, they have
not fully translated into increased farmer
profitability Price stabilization policies are
recommended to ensure farmers receive fair
returns, especially since shallots are
considered a staple commodity in Indonesia.
Stable prices will increase farmers’ motivation
to cultivate shallots, because the fertilizer
subsidy policy only supports shallot farming
from the cost side. Since farm profits depend
on output prices, subsidies should be
complemented by market price interventions.

CONCLUSIONS AND RECOMMENDATION

Shallot cultivation in North Lampung Regency
exhibits both competitive and comparative
advantages. Based on PCR and DRCR values,
shallot cultivation in North Lampung Regency
has both competitive and comparative
advantages Therefore, shallot farming in the
region should be further developed and
supported. Government policy, namely through
input subsidies such as fertilizer subsidies,
effectively incentivizes farmers by lowering
the production costs associated with shallot
cultivation. It is recommended that output-
oriented policies be introduced to ensure
market access and price stability. Additionally,

Indicator                  Value 

Effective Protection Coefficient (EPC)                            0.68  

Net Transfer (NT)           -30,410,987.57 

Profitability Coefficient (PC)                            0.49  

Subsidy Ratio to Producer (SRP)                           -0.20 

Table 7.  The impact of government policy on input-output in shallot cultivation
in North Lampung Regency

Source: Processed Data, 2024
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producers require expertise and direction on
shallot cultivation to create high-quality shallot
commodities. Diversifying products derived
from shallot commodities can serve to secure
market stability for shallot commodities.
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