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Preface

Agriculture is front-page news. On any given day, we may read of
large grain or fiber sales, food shortages or surpluses, farm strikes,
meat boycotts, trade embargoes, tariffs and import quotas, or export
subsidies. Such events have significant impacts on human beings, both
domestically and internationally, and can be understood and pre-
dicted better with sound training in agricultural economics and agri-
business, especially when supplemented by a good background in
technical agriculture.

This book examines the structure and organization of the agricultural
industry, then discusses basic micro- and macroeconomics principles as
they apply to agriculture. Principles of economics are used to demon-
strate to the student that theory actually makes reality more understand-
able. Theory allows us to abstract from the workaday world in order to
simplify real-world problems so they can be examined, explained, and un-
derstood.

The material in this text is designed for a one-quarter or one-semester
class in an introductory agricultural economics or agribusiness course. If
all the applied chapters are covered with some outside reference work,
however, it can be used for a two-quarter sequence.

Two different routes can be taken in going through the material in this
book. For a freshman-level course, we recommend covering Chapters 1,
2, 3 (excluding indifference curve analysis), 4, 5 (excluding Chapter 5's
appendix), 6, 7, 8, 9, and then selecting preferred applied chapters. In a
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sophomore-level course, we recommend full coverage of all theory chap-
ters before dealing with the applied chapters.

We are interested in presenting the basic economic concepts appropri-
ate to the agricultural industry in a clear and understandable manner.
Many general economics textbooks have been able to accomplish this goal
with respect to other industries. Agriculture, however, is a unique area of
study with its own characteristics and opportunities. Moreover, we feel
that students interested in agriculture should have a textbook directly re-
lating to their profession. This book provides the necessary background
for more advanced agricultural economics, agribusiness, and economics
courses.

We have prepared the seventh edition with a number of special targets
in mind: to produce a book whose size alone neither overwhelms the stu-
dent nor inhibits the instructor making his or her own contribution to the
class; to make the necessary topical revisions; to update relevant agricul-
tural data; to clarify concepts that students have found to be especially
difficult; and to maintain the coverage of macroeconomics and its link-
ages to agriculture. The reader can readily identify specialized words and
terms, as each is set in boldface italics at its first mention. A section at the
end of each chapter lists again those same words and phrases as a re-
minder of their importance.

Recent changes in U.S. domestic agricultural policy and this nation’s
trade relations with other countries have been included here. The finan-
cial crisis in agriculture and its credit institutions has resulted in a num-
ber of changes throughout the credit delivery system. Although these are
likely not yet complete, legislated system changes as of mid-1996 have
been incorporated in this edition.

Much more difficult to identify are the recent developments in com-
mand economies. Major institutional changes are underway in the Soviet
Union and the People’s Republic of China, and we track these as best we
can where recent information permits.

Both the field and the literature of agricultural economics and agribusi-
ness have grown because of the significant contributions of a great many
people in the profession. At the end of each chapter, we give a brief bio-
graphical sketch of an individual who has made a major contribution to
the literature in agricultural economics and agribusiness.

An Instructor’s Manual accompanies this edition. For each chapter there
is (1) a brief summary of the chapter; (2) a suggested lecture outline; (3)
a list of economic terms that can serve both as key points for emphasis in
going through the chapter material and as a source of essay questions re-
quiring written answers; and (4) a core group of 15 true-false and 15
multiple-choice questions (all with correct answers provided) to help
speed the task of preparing quizzes and exams. We also include dupli-
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cate transparencies of all graphs in the text that can be used with an over-
head projector, as a lecture aid.

A Student’s Study Guide has also been prepared to accompany this edi-
tion. Each chapter in the Study Guide is keyed to the text, briefly summa-
rizing the basic economic concepts to expedite the student’s grasp of ag-
ricultural economics and agribusiness. As with the Instructor’s Manual, the
Study Guide also contains chapter outlines; lists of economic and special-
ized words and terms for written-answer testing; and a number of test
questions—fill-in, true—false, multiple choice, and problem exercise—to
aid the student in reviewing and preparing for exams, with an answer
key at the end of each chapter.

It is impossible to write a book without the help and contributions of
many people. We owe a large debt to our instructors and to the authors
of other textbooks. We cannot thank everyone who has been of help to
us, but we would like to single out a few people who have been of direct
assistance to us in the preparation of this book. Dr. John M. Marsh re-
viewed many of the original chapters, Dr. Dan Dunn gave freely of his
assistance in expanding and updating Chapter 10, and Larry Simmons re-
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