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Abstract

In the past two decades, global rubber consumption and prices tend to rise
continuously. Due to suitable land planted rubber and low production costs, government had
launched a project to expand areas for growing rubber trees in the Northeast region. However,
yield per area of rubber is lower than other regions. This study employs a stochastic production
frontier model to measure technical efficiency on natural rubber production in the Northeast
region. Cross-section data of 450 rubber tree farms in 2010 are used in this study. Data cover
farms located in the upper, middle and lower parts of the Northeast region and all ranges of the
age of rubber trees. The findings show that the average technical efficiency score is 0.667
implying that the rubber farms in this study, on average, could possibly increase output by 33%
given the same level of inputs. Farms located in the upper part of the region and old rubber
trees indicate high technical efficiency scores. The findings also indicate that there are large
differences in terms of technical efficiency scores in different regions and the age of rubber
trees. Hence, common policy cannot be applied to improve technical efficiency in the Northeast

region.
Keyword: production frontier, technical efficiency, rubber, northeast region
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