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Economic Efficiency and Paybacks Period of Longan Growing

in Chiang Mai Province
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Abstract

This Research aimed to study the general economic profile, the production
efficiency and the payback period of longan growing including challenges and obstacles
of longan orchard farmers in Chiang Mai province. Questionnaires were used to gather
data from stratified-random-sampling 400 households as the subject population. Longan
production efficiency was analyzed by the stochastic production frontier analysis using
maximum likelihood for value estimation by equation form of Cobb-Douglas production
function. Payback period of longan was estimated based on net present value (NPV),
internal rate of return (IRR), benefit-cost ratio (B/C ratio), and payback period.

Results from the longan farmers’ general economic information showed that
most of the farmers had 11-20 years of experience in longan farming, owned less than
10 rais of longan farm, were doing a seasonal longan farming, were using Edow longan
in their farming, were using loans from the Bank for Agriculture and Agricultural
Cooperatives as their investment fund, and were getting gathered to form groups of

longan farmers from the same farming areas.
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Studies on production efficiency showed the relations between the ages of
longan trees, growing area, and production labor used to be in the same direction with
an amount of longan produce at statistical significant level 0.01. As for technical efficiency
on longan productivity of sample population was 0.6956, with the maximum value and
the minimum value of 0.9645 and 0.0465, respectively. The majority 60.50 percent of
the sample group expressed medium level of technical production efficiency, with values
between 0.50 — 0.80. The study result on factors affecting the technical production
inefficiency of longan suggested that GAP certificate acquisition and longan production
training enrollment have an impact on the technical production inefficiency of longan in
Chiang Mai with the statistical significant level 0.01.

The Research result on the payback period has shown 10.43 percent on the
internal rate on return (IRR), with benefit-cost ratio 1.11, and payback period at 7.31
years on approximate. According to the financial analysis made, it is reasonably to
conclude that the longan production in Chiang Mai is worthy for investments. On challenges
and obstacles in longan production were found to be longan’s pest insects and plant
pathogens (56.00%), high price on chemical nutrients (72.50%) and insecticides (69.25%),
low price on longan produce (65.00%), and middle man’s hard bargain (57.50%).

Keywords: Efficiency, Paybacks Period, Longan
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