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ABSTRACT : In this paper we studied Bayesian aspect of small area estimation using Area level
model.  We proposed and evaluated new prior distribution for the area level model, for the variance
component rather than uniform  prior. The proposed model is implemented using the MCMC method
for fully Bayesian inference. Laplace approximation is used to obtain accurate approximations to the
posterior moments. We apply the proposed model to the analysis of horticultural data and results from
the model are compared with frequestist approach and with Bayesian model of uniform prior in terms
of average relative bias, average squared relative bias and average absolute bias. The numerical
results obtained highlighted the superiority of using the proposed prior over the uniform prior.
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