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Abstract

This study aims to analyze the cost of production and investigate the economic scale in the production of
major medicinal plants in Khorasan Razavi Province using the translog cost function. The information used in
the study was collected using a simple random sampling method through interviews and questionnaire
completion from 217 selected medicinal plant producers in the 2018-2019 year from the three major cities where
these products are grown in Khorasan Razavi Province. The results of estimating the translog cost function in
this study indicate a high share of cost explanation by specifying this function. Also, Allen's partial substitution
elasticity and input price elasticity were estimated to be negative as expected and according to economic theory.
In examining the economies of scale, it was determined that the cost elasticity for borage production farms is
0.15 and its scale elasticity is 6.67, which indicates that by increasing the production of this plant by one percent,
its cost increases by 15%. Therefore, by increasing the production, the average cost of production is reduced,
which makes the production process more economical. Similarly, the cost elasticity for cumin and rosemary was
3.41 and 2.17, and their scale elasticity was 0.29 and 0.46, respectively, which indicates the lack of economies of
scale in the production of these plants. Given the high price sensitivity of chemical fertilizer inputs in cumin
production, and pesticides and labor in rosemary production, an excessive increase in the price of these inputs
will lead to losses for production units. Therefore, it is important to pay attention to this issue in policy-making
for input pricing. In this regard, it is also important and recommended to pay attention to extension services to
increase the efficiency of using inputs and reduce production costs.
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