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Foreword to the Second Edition

. ized

evised edition of the book AGRICULTURAL ECQNQMICS 1.s wellhorg,te;?;zelt

Th:l i resented under seven sections and each section is divided 3nto chap di;es
?na bP;g voluminous one containing fifty eight chapters in all. bes(;des ;Ef:iir;y dué

: i i d recognition and po :
the book has received wide sprea . l
?Vfli th(iey;zfd generated by the students, teachers, resear;h;;s b;ll(;ngltnga I:;
P o i ia level and abroad. The students
i d applied economics at all India lev ! . e

econl?;éci?nSta‘ipAgricultural Universities, Horticultural Umversme.s :;(i
rfe:t(;rinary Universities besides traditional Universities in the cloqrtl}t,ryfazﬁee;;z:) k il:
i i i ds. The popularity o ¢

interest in the book for their academic nee . oular e book |
l«:jiec?e;r: f)l; its reprinting by the publishers annually since its first publication in

2004. ' . -

The first section of the book is devoted to present the basm's of ’II'I;:CIE] f:ccln';zrcr;ion
i s with macro economics. The

The second section of the book dea : : & i

provides the contents of agricultural production econor‘mcs. Thq.e kef)'l co;t;:le)}; e

farm management economics are furnished in fourth section. SeCtIOI.‘I 1V.e o

the subject of agricultural finance. The area of agricultural max:ketmg is Eed ey

in sixth section. Finally, the seventh section includes the topics concer

the role of agriculture in Indian economy.

The chief merits of the book lie in providing absolute clarity on the key cor;(}:le};tss
of agricultural economics, an outcome of the painstaking. eff.orts of tl}e auto (:hé
besides identifying the farmers" decision problems a.nd finding so ut.10ns =
Same at the field level. In the process they used sophistlca.ted progr ammmg:lnt 'leci
Production function techniques and time series analysis. Particularly a de étllble
account has been given for presenting price forecasting models. Another no ;
feature of the book is objective questions which are appended for each section.

All the four authors of the book have served the Ac.harya N. G.. Rang'a
"ﬁgﬁcl!lmral University at different places and cadres. Their vast experience 1;1
hld'ﬂng and research hag reflected in the preparation of such a quality book.

mugh there arc a number of books on Agricultural Economics, this book has its
OWn place among all.




A Pod mpog‘"

(A. Padma Raju)

Eg_reword to the First Edition

There are many known textbooks written by several authors dealing separately with
various branches of agricultural economics during the past. But, the contents of all
the branches of agricultural economics were not furnished in one book. As a result,
the students of agricullural economics might not have an easy access Lo them. The
present book by the authors is probably the first one that bridges this gap. The merit
of this book lies in presenting the major fields of agricultural economics that are
structured for academic use of undergraduates in various State Agricultural Univer-
sities for casy comprehension. The authors have made earnest efforts in publishing
this book by including all the latest and relevant information on different fields of
agricultural economics. Infact such a book is long pending and is very much required
by the user agencies, students, staff and researchers. The book is presented in seven
sections covering the various areas of agricultural economics, viz., MiCroecoNOMics,
macroeconomics, agricultural production economics, farm management, agricultural
finance, agricultural marketing, economic problems of indian agriculture and WTO.
For example, at the very outset the book commences with the field of microeconomics
followed by macroeconomics, which form the basis for any student studying agricul-
tural economics. These two sections provide a good foundation for the students before
they start learning the areas of production economics, farm management, finance,
marketing, etc. Agricultural production economics, which includes all the basic
economic relationships, is very lucidly presented in the book using geometric, algebraic
and mathematical approaches. Farm management principles are clearly elucidated
with related agricultural data. The complex Operations Resea rch techniques are clearly
explained with their applications to the decision problems in agriculture. The authors
highlighted the significant need of the credit for the farmers to generate income,
employment and required capital base in agriculture. The book provides adequate
Fnowl:?dge and study of various financial institutions in public and cooperative sectors
g&“ﬁr:ggugz t;—:s‘ts of farm c1:edit pm?osals. Studying and iclm)ti fying the elements of
their éPplicatE(i:r;t{ of fEl.‘JET‘llll'lg are given g()od account covering both thtj theory and
B oiitics and it: if;m.uiture. The exigency uf. all‘t‘.fflCIt‘ITl: marketing of farm
B«Bﬁcﬁltural markerj‘n]:'at(;d co‘ncepts are clearly h;ghhgi}ted. Ihe‘ subject rr}a.tter. of
B s, marketinb x;zc l](.'lleb t-l:r: topics on the m.at.'kcu.ng fs.mctmn:f, cla551f1c:at}0n
marketing ‘systems azr!,‘ du;lul‘lonmws, ‘marketmg efficiencies, defects in the existing
: 5 - their remedial measures, marketing channels, marketing
various aspects related to marketing risks. All these topics are

magmt_ions and the
well presente i i
presented with clarity. In the last section of the book the most pressing economic




I personal ook in the pre .
P ally congratulate the authors for their painstal}:in;e:;(iosr;lcere efforts i

bringin e
fideft tﬁa(tntll:; lkl'a];lf ‘Ef;n’llzrehens.l ve book on agricultural economics. I am very con-
u'c get wider acceptance by all State Agriculh'xral Unive};sities

Dr. N. Sreerama Reddy
Dean of Agriculture
Acharya N.G. Ranga Agricultural Uﬁiversity

Hyderabad

Preface to the Second Edition

We have great pleasure in presenting to the students, teachers and researchers this
second edition of the book. This edition provides a new look with the additional
feature of objective type ot questions. It takes care of recent data wherever it is
required. During the last decade, the students and the teachers in India and abroad
showed much interest and few of them offered suggestions to incorporate which have
been duly included in this revision. We earnestly express our heartfelt gratitude to all
patrons of the book and are confident that this revised edition will find even more
welcome reception. We all also express our gratitude to the Oxford & IBH Publishing
Co. New Delhi, for undertaking the reprinting of the book for the past 11 years and
also for bringing out the second edition of the book.
Suggestions for further improvement of the book are most welcome.

Tirupati S. Subba Reddy

1 June, 2015 P. Raghu Ram
T.V. Neelakanta Sastry

I. Bhavani Devi




Preface to the First Edition
_———-att 10 Lhe rirst

The basic purpose of this book is to assist the reader to develop a thorough
understanding of the subject of agricultural economics, To accomplish this objective
an attempt has been made to present the subject lucidly to suit the requirements of
undergraduates in Indian Agricultural Universities. The book presents a comprehensive
treatment of microeconomics; macroeconomics, agricultural production economics,
farm management, agricultural finance, agricultural marketin & and economic problems
of Indian agricuiture. For convenience the book is furnished in seven sections, In
section I, the field of microeconomics contains basic concepts of economic theory of
consumer behaviour, %I'mnr_v of production, of distribution, market structure elc.
adequate 1o provide a foundation for the graduates in the subject.

Section II includes key chapters on national income, money, public expenditure,
public revenue, unemployment, business cycles and inflation to provide requisite
insights on fundamental macroeconomic aspects.

Sectior: IIT describes simple input-output relationshi ps viz., including factor-product,
factor-factor and product-product relationships and their implications to farming,

Section IV focuses on the role of management in the organization of the farm
business. The topics that appear in this section are economic principle, types of farming,
types of farm business organization, planning, techniques of planning, farm records
and accounts, acquisition and management of farm resources and risk and uncertainty.

There is no denying the fact that farm finance strengthens farm business and helps
to increase the productivity of scarce resources, Therefore an attem pt is made to
present the most important topics of agricultural finance, These are problems of
agricultural finance, classification of credit, institutional agencies supplying credit,
tests of farm credit proposals, tools of farm financial analysis and agricultural project
analysis.

agricultural marketing from all dimensions, The topics that figure here are the processes
of agricultural marketing, problems in agricultural marketing, suggestions to improve
agricultural marketing, marketing channels, agricultural marketing efficiency,
agricultural prices and role of Government in agricultural marketing. y

In section VII, economic problems of Indian agriculture are highlighted including
a brief note on agricultural price policy.

X1

y = g y p us L
I\Aall C()l ues D ar t an S1
| lea mn the ep mellt d UIll‘/eI t haVe llel ed mn |hlS
eIldeaV our. We W Ol.lld llke to eXpI‘eSS our gratltude t() theIIl IIldIV ldually . A]ly errors
S 1 y .
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suggestions from the readers for the improvement of the boo

. S. Subba Reddy
Tirupat12015 P. Raghu Ram
1 June,

T.V. Neelakanta Sastry
[. Bhavani Devi
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INTRODUCTION

Agricultural Economics

The word agriculture comes from the Latin words ager, referrir}g todthe sto}? anc}tc.u;t:itz;
i ivati i in its widest sense can be defined as the cultiv

s cultivation. Agriculture, in i : ‘ "
to ét /or production of crop plants or livestock products. It is synonymous w1_‘ch1 farmlnigC
ztil?e field or field—dependent production of food, fodder and industrial organ

rials. o ]
maltgaving known the meaning of agriculture, let us know what economics ;s E;ic‘c,)e

i i le choose to use scarce produc

ics is the science that studies as to how. peop .
nor:;(;sces to produce various goods and to distribute these goods to«arious mgmbers
I(':;Ssocie’ty for their consumption. Now having defined agriculture and economics, we

Jook into the field of agricultural economics.

Definitions o R ——
Agricultural economics is an applied field of economlllcsa ;I}avrrglcﬁ b’c0 srng\;i tI;I .
choice are applied in the use (?f scarce resources suc A, r;mi . /that help the
management in farming and allied activities. It deal.s wi e pr Pd g
i icient use of land, labour and capital. Its role is evi ent in of g
:;':?;z;ll:lethsiﬁf’figns in using scarce resources of the farmers for maximization of
mcgrrr:;: Gray has defined agricultural economics as “Tfle science in whlchl thedprlgal;loles
and methods of economics are applied to the special cordzflons of agrzcu'lturfz IT; lus ! ryi«:::n
According to Prof. Hibbard “Agricultural m:mrjfmcs .rs_fhe ?:”ig:g: :t’r’fr.'rmns tips arising
rom the wealth-getting and wealth-using activity of man in ag iculture”. - _
1 Jouzier defirid thﬁt “Agricultural economics is that branch of ngmuf r u 'mf s?iem’e whi-f;
treats that manner of regulating the relations of different elements comprising H{‘ ::.saur :
of the farmer, whether it be the relations of each other, or to human beings in order to secur
the greatest dogree of prosperity to the enterprise”. ) _
ég:()dgras aﬁ'td Véa;l]aci defined agriculfural economics as “an applied phase. of sar:i.-if
seience of economics in which attention is given to all aspects of proP!ems_ rm'atgd to agricultu re j.
Accordingly to Goodwin “Agricultural economics as a social science is concu’rmjd with
h“m” behaviour during the process of producing, processing, distributing and consuming
the products on farms and ranches”,
_ Agricultural economics is an applied social science dealing with how humans choose to use
fitical knowledge and the scarce productive resources such as land, labour, capital and
“ment to produce food and fibre and to distribute it for consumption to various members
'€ Society over time (Cramer and Jensen).
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Farm Enterprise Budget, 250
Farm inventory, 333
Farm Labour, 356, 357
Farm Labour Efficiency, 358
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Farm mechanization, 628
Farm Planning, 248
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Fixed Costs, 46
Fixed Ratio, 344
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Human wants, 17
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Indirect Costs, 472
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Individual Enterprise, 75
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Interest, 120
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