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SUPPLY ANALYSIS OF JUTE WITH CONSIDERATION 

OF RISK 

Chowdhury Saleh Ahammed* 

ABSTRACT 
 

  Jute production has always been a risky venture in Bangladesh. A general methodology recently developed is used 
to estimate supply elasticities as well as to calculate impact of risk aversion on acreage planted. The traditional adaptive 
expectations model of Nerlove is extended for the purpose by way of adding the second moment of prices. 
Results testify both the acreage responsiveness and risk-aversion attitude of jute farmers. Furthermore, past memories 
of farmers are found to have significant influence on current planting decisions. 
 
 

I. INTRODUCTION 
 

         In the case of major agricultural commodities, the need for good estimates of supply 
elasticities is great. Developing outlook information, predicting changes in government 
policy, analyzing welfare implications of buffer stock policy and quantification of commo-
dity models are some of the research areas that require reliable estimates of supply 
elasticities. Supply estimation is however difficult for commodities subject to risk 
factors. These factors greatly complicate supply estimation because prices and structural 
parameters may change over time. 
 
        In Bangladesh, jute cultivation is a risky venture as farmgate prices continuously 
fiictuate. The risk factor assumes further significance as jute competes with rice for the 
farmer's plot of land and as the latter's price also fluctuates. A number of econometric 
studies exist on jute supply (Askari and Cummings 1976), however with the 
exceptions of few (Mujeri 1978; IBRD 1980) no attempts were made to incorporate 
farmer's responsiveness to changing risk. A risk analysis may seem helpful in generating 
reliable estimates of supply elasticities for jute. The present study seeks to quantify the 
impact of risk a version on acreage planted by farmers for jute. The study may prove 
helpful in formulation of policies designed for domestic stabilization of jute production 
and prices. 
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