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ABSTRACT

This study focuses on technical efficiency of groundnut production in main
production areas of Myanmar. The specific objectives of this study are as follows: (1)
to characterize the groundnut production systems in central region of Myanmar, (2) to
estimate stochastic frontier production for technical efficiency of groundnut
production in central region of Myanmar, and (3) to identify factors affecting
technical inefficiency in groundnut production for growers in central region of
Myanmar. Mandalay and Magway divisions were selected as the study areas because
they were the largest groundnut production areas of Myanmar. Farm-level survey for
the 2006-2007 crop year with 269 samples in total, 118 samples from Mandalay and
151 samples from Magway, was carried out for this study.

The analysis was divided into 2 parts, descriptive analysis using a basic
statistical approach to describe the groundnut production system and socio-economic
characteristics of farm households and quantitative analysis using stochastic frontier
production method to examine technical efficiency of groundnut production. The
stochastic frontier analysis was performed separately for two divisions; Mandalay and
Magway, as technology used for groundnut production in these two divisions were
different.
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The results of the maximum likelihood parameter estimates of the stochastic
production frontier from Cobb-Douglas frontier functions for both Mandalay and
Magway divisions indicate that quality of soil was the significant factor that affected
the yield per hectare in both regions. Good quality of soil for groundnut production
can increase groundnut yield in both areas. In Magway division, production area
showed positive effect on the yield per hectare at the 0.01 significant level.

The results also indicate that there was significant variation in production
efficiency among sample households in two divisions. The average technical
efficiency level was 89 % with the range from 45% to 97% in Mandalay and was 73%
with the range from 16% to 94% in Magway. These results indicate that under
existing resources and technology, farmers could increase their technical efficiency or
output by 11% for Mandalay and 27% for Magway through better use of available

resources.

The findings from technical inefficiency equation showed that in Magway, the
level of education of household heads as the main decision-makers at family level and
access to credit each has a positive impact on technical efficiency of groundnut
production at 0.01 level of significant whereas age of household head and availability
of labor force has a negative impact on technical efficiency at 0.1 and 0.05 level of

significant, respectively.

The policy implication for increasing groundnut production yield based on this
study results should be a program to improve the soil quality and encourage farmers
to improve their soil quality. Also, an investment in education in rural areas should be
performed because increase in human capital will increase the potential of future
farmers as education is expected to increase their capability in resource allocation and
selection of appropriate inputs. In addition, government should establish the rural
credit program with extension service for groundnut farmers to improve better access

to external inputs.



