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1- Introduction

Odisha, a state of India is an agrarian state with agriculture and animal husbandry sector

contributing more than 21.11% of the Net State Domestic Product and providing employment direct

or indirect to 70% of the population as per 2001 census. Gross State Domestic product from

agriculture during 2007-2008 at constant prices 1999-2000 is 19.51%. Since, 34% of the cultivated

area is irrigated, crop production in the state much depends on the occurrence of the favorable

monsoon. Increase in population leading to the increasing demand for food grain requires the food

production to increase. In one hand, demand for food grain goes on increasing due to growing

population, on the other hand, growing industrialization and urbanization, fragmentation of land

holding has lead to the rapid decline in the area under cultivation. Hence, increase in food grain

production is an urgent requirement for the state to meet the fiiture growing demand. In this context,

the role ofHuman Capital- Skills and Knowledge- of the farm household in improving the efficiency

and productivity in farm production is of paramount importance. Various forms of human capital

such as formal schooling, experience, extension services and innovation etc., have high

complementary effect with the access to new information; decoding the relevant information; the use-

of new inputs; adoption ofnew methods ofproduction and thereby reaping maximum profit out of it.

In Transforming Traditional Agriculture, T. W. Schultz (1964) made it clear that to improve the lot

of the poor people in low income developing countries are not space energy and cropland; the

determining factor is improvement iii the Human quality.

This paper focused on empirical analysis of the joint estimation of the stochastic frontier profit

function and the factors of inefficiency leading to less profit of 200 High Yielding Variety (HYV)

paddy farm households of the study area ( Goleipur Panchayat) of the Korei Block, Jajpur, Odisha.

The Battese and Coelli extended model (1995) is used to find out the individual profit efficiency

score and the lower profit efficiency score is reflected in terms of both technical and allocative

inefficiency. This paper is based on the following justifications. First, Even though many empirical

investigations on education and farm production efficiency have been conducted with the help of
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panel data and secondary data on India level, to the author's knowledge, no such similar studies with

respect to the effect ofeducation on efficiency in farm production (paddy) using Primary data in the
state of Odisha have been made.(Battese and Coelli, 1992; Kalirajan, 1981,1991). Second the
frontier function approach provides farm specific efficiency measures and the linear factors of

inefficiency (Aigner, Lovel Schemidt, 1977; Meeusen and Van den Broeck, 1977). Third, since
stochastic production function may not be appropriate (Yotopolous et. al, 1973), when farmers face
different prices and have different endowments, application of stochastic profit function model is
more appropriate (Ali and Flinn, 1989;Kumbhakar and Bhattacharya, 1992; Ali et. a/., 1994; Wang
et. al., 1996). Lastly, the study uses the education of the effective head as a main variable as well as

dummy variable to know the impact ofeducation at different levels ofschooling.

Owing to the cost- push and food inflation, the costs ofagricultural input prices have been rising at a
higher rate. On the other hand food grain prices are increasing due to supply demand gap. Hence,
achieving profit efficiency comparative to productive efficiency seems to be more important.
Henceforth, the followmg hypotheses are framed to examine the role ofeducation family education,
education dummy onprofit efficiency

2-Materials and Methods

2.1-Education in Production

The productive value ofeducation has its root in tw^O distinct phenomena such as worker effect and

allocative effect. Increased education simply may permit a worker to accomplish more with
resomces at hand. This ''Worker effecf is the marginal product of education as it is normally
defmed, that is the increased output per unit change in education holding other factor quantities
constant. On the other hand, increased education may enhance the worker's ability to acquire and
decode information and cost and productive characteristics of other inputs. As such a change in
education results in a change in other inputs including perhaps the use of some new factors that

otherwise would not have used. This is called allocative effect. In a pioneering study exploring the
economic effects of education, Z. Grilliches (1964) used production function analysis to highlight
the contribution of education in agricultural productivity. However, following Welch (1970), the
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cropped area, and net shown area, expenditure on the attached farm servants, wages paid, rent
paid and received by the farm household in hiring in or out the labor and land, crop-wise area
under cultivation, total volume of production of each crop, yield rate on different fragments of
holding, stock of capital equipments and drought animals; crop-wise input requirement on
different fragments ofholdings; particulars ofthe livestock; expenses on the drought animals for
fodder maintenance; running and maintenance on farm machinery. The six villages have been
purposively selected for the purpose of collection of primary data for the study. The farm
^households producing High Yielding Variety (HYV) Paddy are randomly chosen irrespective of
the caste, class creed and religion, farm sizeandeconomic status.

3-Empirlcal Model Specification:

The profit function approach combines the concepts of technical and allocative efficiency in the
profit relationship and any lower profits or revenue for the producer is reflected in the form of

decision-making errors. Profit efficiency, therefore, is defined as the ability ofa farm to achieve
highest possible profit given the prices-and levels of fixed factors of that farm and profit
inefficiency is defmed as the loss of profit for not operating on the frontier (Ali and Byrelee,
1991). Battese and Coelli (1995) extended the stochastic production frontier model by suggesting
that the inefficiency effects can be expressed as a linear function of explanatory variables
reflecting farm specific characteristicsi The advantage of this model is that it allows the

estimation of farm specific efficiency scores and the factors explaining the efficiency
differentials among farmers in single stage estimation. Following Rahaman (2002), this section
utilizes the Battese and Coelli (1995) model, by postulating aprofit function, which is assumed to
behave in amanner consistent with the stochastic frontier concept.

Profit efficiency in this study is defined as profit gain from operating on the profit frontier, taking
into consideration farm specific prices and factors ofproduction. Considering a farm maximizes
profit subject to perfectly competitive input and output markets and asingular output technology that
is quasi-concave in the (n x 1) vector ofvariable inputs and the (m x 1) vector of fixed inputs, Z.

2 The Paddy ispopularly known as SWARNA. This canbecultivated both inKharif andRabi season.
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