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ABSTRACT

The paper examines the nature and degree of instability in yields, prices and gross returns of different
crops in Jessore district. Considering the coefficient of variation around the trend (CV,) of prices and gross
returns, cereal crops were found to be relatively less risky compared to other crops. Price instability was
higher than vyield instability. The study emphasizes the need for price stabilization of agricultural
commodities. Crop yield instability was also high. This necessitates intensive training of farmers and
extension agents in matters of farm management and planning.

1. INTRODUCTION

A variety of risks and uncertainties adversely affects the optimization process of
investment and production decisions in agriculture (Saxena et al. 1978) Among different
types of risks and uncertainties yield, price, technological change and institutional factors
are the most important. Yield variability is caused by weather fluctuations and diseases.
The main factors responsible for price fluctuations are unstable national and international
commodity prices and shifts in government policies. In such conditions, producers do not
only aim to maximize income but also to reduce the risk. The measure of risk, affecting a
producer, is the variability of income (Singh and Zilberman,1984).

In this paper attempt has been made to examine the nature and degree of instability
in yields, prices and gross returns of different crops in Jessore District. Since these
instabilities are not the same for all crops, the farmers must decide which combination of
crops to choose in order to reduce his income instability. Such knowledge of stability will
also be of help to the farmers in making suitable production and investment decisions and
to the financing institutions in judging the repayment capacity and risk bearing ability of the
farmers (Ganqwar et. al. 1971).

The paper has been organized in four sections. The next section briefly discusses the
sources of data and the analytical procedures of the study. Some results pertaining to
yield,
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price and gross return instability are discussed in section III. The conclusions and policy
implications of the paper are presented in the final section.

II. DATA AND ANALYTICAL PROCEDURES

Sources of the Data

For the study, time series data of yields and prices of different crops for 17 years from
1973-74 to 1989-90 of Jessore district were used. Secondary yield data were collected from
various published sources (BBS 1985, 1987, 1989 and 1993; and Hamid, 1991) while
secondary price data were obtained from the office of District Marketing Officer, Department of
Agricultural Marketing, Jessore. The gross return figures were obtained by multiplying the
average yield per hectare with the prices of the respective crops.

Analytical Procedures

To examine the nature and degree of instability in yields, prices and gross returns of
different crops in Jessore district, various measures such as coefficient of variation (CV,) of
yields/prices / gross returns, probability of failure (PF) of crop yields, distribution of below
average yield obsevations, extent of deviation of actual crop yield from the mean and
correlation matrices were worked out.

An index of instability was computed for examining the nature and degree of instability in
crop production in Jessore district. The coefficient of variation (CV) of yields/prices/ gross
returns was used as the measure of variability. However, simple coefficient of variation does
not take note of the trend component inherent in the time-series data. As an alternative,
coefficient of variation around the trend (CV,) rather than coefficient of variation around the
mean (CV) was suggested by Cuddy and Della (1978) as a better measure of variability. A
linear trend, Y = a + bt, was fitted to the indices of yields/ prices/gross returns for the period
from 1973-74 to 1989-90 and trend coefficient "b" was tested for significance. Whenever the
trend coefficient was found significant, the index of instability was constructed as follows:

CV, =(CV) x4 1-R?

wliere, Ee Standard deviation % 100
Mean

In words, coefficient of variation around the mean was multiplied by the square root of the
proportion of the variation which was unexplained by the trend equation, Y = a + bt.

Probability of failure (PF) of crop yields was used with a view to understanding the
magnitude of instability associated with crop enterprises. Before computing the PF as a
measure of instability, the crop yields were subjected to the test of normality and once the
normal distribution of the yields was established, the yield falling 10 per cent below the
normal (mean) yield was treated as a failure. The probability of obtaining such yields was
treated as probability of failures and used as a measure of instzibility in crop yields.







