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Improving the profit efficiency in vegetable farm is a strategic pathway for increasing household income, improving 
livelihoods and nutrition security, and eventually reducing poverty for the smallholders, particularly in developing countries. 

This study measures the profit efficiency and explores factors affecting inefficiency in smallholder vegetable farms adopting 
Stochastic Tran slog Profit Function (STPF) with cross-section data collected in 2013. The results reveal that the higher level 
of inefficiency exist in vegetable farms resulting of the combined effects of technical, allocative and scale inefficiency. The 
profit efficiency differentials in vegetable farms is significantly explained by input variables accounted for labor, land, seeds, 
fertilizer, pesticides, and capital. We identified some major sources of profit inefficiency including types of seed varieties, 
farmers’ information and extension services, agricultural credit to the farmers, distance of farms to the markets, and gender 
of farm manager in vegetable farming. The profitability and the profit efficiency can be improved by adopting improved high 
yielding and stress tolerance seed varieties, providing effective information dissemination and extension programs, increasing 
accessibility of credit facilities to the farmers, developing market infrastructures and marketing linkages between farms to 
markets, and empowering women farmers in vegetable farming. Enhancing the profit efficiency would encourage farmers for 
further expanding towards commercialization in vegetable farming, improve food and nutrition security, enhance household 
income and eventually reduce poverty.
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