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PREFACE

Ecanomics of Agricufture is a text for a foundation course applying
principles of economics to agricultural production, marketing, and
public policy. It begins with the basic concepts of economics and
agriculture, develops a broad view of the central economic prob-
lems of agriculture, and applies the concepts and principles to show
how these problems are solved. There are no prerequisites at the
college or university level.

This book presents a basic outline for studying the economic
organization of agriculture. It is an introduction to more advanced
courses in agricultural economics and may also be used by agricul-
tural students in the physical and biological sciences who require
an understanding of the major economic problems of agriculture.
Others may wish to read it to supplement their study of economics,
sociology, and other social sciences.

A general hypothesis underlying Economics of Agriculture is
that efficient learning requires orderly loss of unnecessary informa-
tion. The study emphasizes definitions and the generalizations of
economic theory, using only enough detail from the real world to
illustrate the given point. The objective is to build a broad, imagina-
tive vision of reality, and to begin to teach the rigor of economic
analysis that applies.

The economics of agriculture is a broad and expanding subject
that should be of interest to people almost everywhere. The great
advances in agricultural production and trade have been nearly
matched by growth of the world’s population. The greatly acceler-
ating need for more food to meet current and future nutritional
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goals is evident on every hand. The economic problems of agricul-
ture are large indeed, and growing in importance.

The history of scientific and social progress clearly reveals, how-
ever, that well-stated problems yield to appropriate solutions. It is
this thought that we carry with us as we proceed through the book.
Study of our subject—we may all hope—will whet our appetites for
more knowledge and accomplishment, to more nearly reach our
own personal goals, and help to improve the society in which we
live.
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#¥ The central idea of economics, even when
its Foundations alone are under discussion,
must be that of living force and movement.J#

Alfred Marshall (1842-1924), Cambridge Uni\"efsit s grem cyn mist at the
turn of this century, laid the foundation for a large part of current economic .
analysis. The central method in his work was partial analysis, involving
specific parts of an economic system, from which more general results

could be derived. His influence was so enormous that the first 25 years of

this century are sometimes called the "age of Marshqll.’f and his Prmc.iples

of Economics still provides the central core of analysis for modem.
textbooks on economics.




are the essence of our study. It is appropriate, therefore, to

start with a statement on the scope of our subject and the
methods that apply. We shall begin with three questions: What is
economics? What is agriculture? How is economics applied to
agriculture?

The principles of economics applied generally to agriculture

IN THIS CHAPTER

l. You will learn some of the basic concepts and uses of
economics.

2. You will be able to visualize the economic scope and organiza-
tion of agriculture.

3. You will see how economics is applied to agriculture.

WHAT IS ECONOMICS?

Definition: Economics is a scientific discipline concerned with the
allocation of limited resources to satisfy unlimited wants.

The study of economics deals with what shall be produced, how
it shall be produced, and for whom it shall be produced. Thus it
deals with the principles of production and allocation of resources,
the rules that producers must follow in organizing and managing
resources. It involves prices because prices allocate resources and
distribute incomes. If you want more of something, you offer a
higher price. If you raise the price of something high enough, people
will find a substitute for it.

Economics deals with marketing because things must get to
where they are wanted, when they are wanted, and in the form that
is desired before they can satisfy wants. The study of economics
involves questions of income distribution: Who shall get what, and
how much? It includes the influence of government on what shall
be produced, how, and for whom. In short, economics deals with
the human condition and how it can be improved. Economics is a
system of study showing how the efficiency of our economic system
can be improved, and how a person may find the best place in it.

Why study economics?

There are many reasons. Perhaps the most immediate is the idea of
personal interest. Everyone makes economic decisions, and few if
any of us can avoid making some important ones. How to allocate
our scarce resources of time, talent, and money is a crucial part of



Scope and method

economics. The study of economics helps us make more rational
decisions about earning a living, saving and spending money, the
costs and uses of our time, the allocation of our talents between
work and play, and the development of our talents for the life ahead.
In fact, the functioning of our entire economic system and society
depends on the degree to which we as citizens and responsible peo-
ple are economically literate, interested, and well informed.

Economic decision making

Economics, as has been noted, is concerned with the allocation of
scarce resources to maximize benefits, choosing among competing
wants. There are a few basic concepts, such as allocation, scarcity,
goals, and time.

ALLOCATION

Allocation comprises the idea of putting resources and products to
their best use. Economists tend to call anything that satisfies eco-
nomic wants a good. Free goods are things that do not command a
price. Economic goods are things that have value in exchange or
may be obtained for a price. Prices, then, allocate these goods.

SCARCITY

There simply are not enough resources or goods to satisfy all the
desires that people may have. The idea of scarcity enters into prac-
tically all economic decisions.

DELIBERATELY ESTABLISHED GOALS

Wants compete for the scarce resources. Economics provides tools
to help us decide what kinds of resources and how much to use,
even though the establishment of goals takes us beyond economics,
into value judgments of what we want to be and do.

TIME

All goods have a time dimension. Individuals must choose, and a
society must choose, between consumption and saving, and deter-
mine the investment of savings for future use. The more we save
now, the more we should have for later. What is “rational” is what
maximizes satisfaction over time.



