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Determinants of Technical Efficiency of Agriculture-
Related Businesses in Japan: A Distance Function Approach

Akira KUNIKATA

Abstract

Using Japanese prefecture-level data, this article estimates the technical effi-
ciency of agriculture-related activities, namely agriculture product processing and
direct sales to consumers. We adopt a stochastic input distance function to analyze
multi-input multi-output production frontier. We also examine the determinants of
technical efficiency using a Tobit regression model approach. Our results indicate
that average efficiency is estimated to be about 86 percent, a higher level of effi-
ciency than is found in previous studies. The scores of technical efficiencies are
positively related to the number of entities which have engaged in agricultural
production-related businesses and the number of women-headed farm businesses.
While we find scale efficiency in the direct selling, we do not find that in the

product processing.
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