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ABSTRACT 

 

       The key concern of this research is to assess the growth, fluctuation and price flexibility of Aus, Aman, 
Boro, wheat and jute crops during the last two decades of the twentieth century. Real prices of all the crops have 
been falling significantly during the study period. The price instability was higher than area and yield instability 
for all these crops studied. The extent of real price fluctuations was higher relative to area, production and yield 
fluctuation of all the crops. It was observed that supply of Aus, wheat and jute production played insignificant 
role to determine their own post-harvest prices, but Boro, Aman and Aus production had significant role on 
the prices of crops of Aus, wheat and jute through significant cross effects. On the other hand, Aman and 
Boro production had significant influence on post-harvest price determination of these rice varieties as 
revealed by price flexibility co-efficients. So price policy measures cannot be taken on a single crop basis in 
Bangladesh.  
 

I. INTRODUCTION 
 
      This paper has attempted to assess the changes of prices of crops along with their 
growth in area, yield and production over the years, and tried to quantify the extent of annual 
price fluctuation as well as measured the degree of instability for identifying riskiness of 
selected crops in relation to other crops. The generated information may help farmers to 
take decision to allocate their limited resources among suitable less risky crops. Many 
researchers worked with supply response (price-supply relationship) analyses, i.e. real price 
changes and relationship in corresponding areas, but work on price flexibility was not 
done before to understand how much the present quantity harvested influences the post-
harvest prices in the markets. Price flexibility concept is particularly important for agricultural 
products. It is because, most of agricultural products are perishable, and thus current supply 
of commodity determines the current market prices. Current supply of agricultural products is 
very important in determining market prices and the profitability of the crops produced. 
Besides this, Government determines procurement prices of rice after the current production 
to help farmers in the face of falling prices. By the price flexibility estimates of different 
crops, and their cross effects, policy measures on price fixation and amount to be procured 
for price stabilization may be decided by policy makers taking help of supply price 
relationship (flexibility) and assessing extent of price instabilities. In Bangladesh, so far, 
none has estimated price flexibility co-efficient of crops to see how much the current supply 
of any crop influences its 
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market prices (thus the extent of procurement drive needed can be predicted to raise the target 
price level). Besides these introductory comments, the methodology followed in analyzing 
the data is presented in section II. Results obtained and their interpretations are presented in 
the penultimate section. Specific policy conclusions are derived from the analytical 
results in section IV. 
 

II. METHODOLOGY OF THE STUDY 
 
Selection of Crops 
 
      The leading crops, Aus, Aman, Boro rice, wheat and jute have been selected for the study 
due to their dominancy (in terms of area covered) in crops sub-sector. These crops occupy the 
largest cultivated area (82.12 %) together out of total cultivated area in Bangladesh (BBS, 
2001, p. 33) while jute is important cash crop. After all, food deficit/surplus condition depends 
on the production performance of the cereal crops. 
 
Selection of Prices 
 
       In the present study harvest prices of selected crops have been taken for analysis. Harvest 
prices are farm gate prices selling by the farmers during harvest time which have been 
taken into consideration for the reason that wholesale and retail prices may not reflect 
what the farmers actually receive, because they are set at a considerably higher level 
(covering cost of storage and risk) than what the farmers get. Moreover, bulk of the 
agricultural products is marketed during the harvest or immediately post harvest period. So, 
harvest pieces are thought to be the most relevant prices for the producer farmers. 
 
Selection of Period of the Study 
 
      The study covers the period of 19 years from 1980/81 to 1998/99, as the recent data 
available. This period indicates apparently the last two decades of the twentieth century 
covering the period of intensified liberalized economy than any other time before. 
 
Sources of Data 
 
      The research was based on secondary data that were gathered from various publications 
of the Ministry of Planning (i.e BBS, Yearbook of Agricultural Statistics of Bangladesh, 
Handbook of Agricultural Statistics, Economic Review of Bangladesh). Harvest prices of 
respective crops have been deflated by agricultural raw materials prices index to get the 
prices in real terms (disentangling inflationary price increases). 
 
Analytical Techniques: 
 
Compound growth rate estimation 
 
      To know the growth rate of price, area, production and yield of selected crops in 
Bangladesh for the period from 1980/81 to 1998/99, following formula was used (Gujarati 
1998 p. 169): 
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Price Flexibility and Cross Price Flexibility 
 

       In agriculture, producers do not know what prices they will get for the commodity to be 
harvested when they plan to produce or decide area allocation for any particular crop. So, 
either they were moved by some sort of desired future price for the commodity in their minds 
(price expectations at work) or based their plans only on the last period's realized prices 
(pertinence of static price expectations). However, the truth is that the level of current supply 
largely determines the current price of agricultural products supplied in the markets. That is, 
crop supply influences price determination rather than demand. Though, demand for 
agricultural commodities remain more or less stable and the demand nature is usually inelastic 
for which supply variation creates price fluctuations in agriculture. For this, year to year high 
production variations create volatility in agricultural prices. Any crop supply, creates how 
much price fluctuation for that commodity can be seen by the estimates of price 
flexibility. Price flexibility analysis revealed that harvested amount and the post-harvest 
price has negative relationship for all the crops studied in general (Table 4). Aman supply 
(production) reduces current year's Aman price drastically (flexibility co-efficient elastic). A 
hundred per cent increase in Aman production reduces price 116 per cent in the same 
production season (Table 4). If any crop is produced over larger production of cultivable 
area, flexibility coefficient usually show elastic magnitudes (conversely, price response 
elasticity will be inelastic) which has become true in case of Aman. If Boro production 
increases a one hundred per cent in any year, Boro price in that year will go down by 55 
per cent (Table 4). So, by assessing the level of current supply, one would be able to say 
on average, how much price will go down in that year. For all other crops, viz, Aus, wheat 
and jute, current production has little impact on current prices. This become so when, 
proportion of area under the crop is low or product has close substitute (s) or the domestic 
prices is determined by the export demand. Aus has a close substitute with closeness in 
seasonal production with Boro. So, its own price is not much influenced by its own supply, 
rather production level of Boro determines current price of Aus significantly. A one 
hundred per cent increase in Boro production (cross price flexibility for a substitute) 
reduces Aus price 50 per cent (Table 4). This is practical when Boro rice in general is 
preferred than Aus rice for consumption. Cross price flexibility of Aman with Aus, and jute 
with Aus has shown positive flexibility relationship, meaning the two products are 
competitive in production for using the same resources. A good Aus production increases 
Aman price, meaning in the year Aus area is inversely related to Aman area under 
cultivation. That means, increase in transplanted Aus area reduces Aman area and as a result 
this decreases total production of Aman and price tends to get increased. Increased Aus 
quantity (meaning less jute area under cultivation) by one hundred per cent increases jute 
price 71 per cent (due to lower total jute production). So, one of the way to give higher price 
benefit to the jute producers (if so wished by the policy makers) would be encouraging 
more area allocation to Aus crop and thus reducing jute area. Therefore, there is 
interrelationship of production of one crop and price increase/decrease of 
 
 
 
 
 
 
 
 
 



 



 



 



 



 



 



 


