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Abstract

Agricultural economics in Karnataka plays a vital role in shaping the state's rural economy,
employment patterns, and food security. This article examines the structural composition, growth
trends, and economic challenges of the agricultural sector in Karnataka. It highlights the role of key
crops like ragi, jowar, paddy, and sugarcane, and the influence of climate variability, irrigation
infrastructure, and government policies on agricultural productivity. Special emphasis is placed on the
economic impact of shifting from subsistence to commercial farming, the rise of agri-tech, and the
integration of market linkages. The article also explores regional disparities in agricultural output,
credit access, and the effectiveness of support schemes such as MSP and PM-KISAN. Through a
combination of data analysis and policy review, the study provides insights into sustainable agricultural
practices and the future of agrarian development in Karnataka.

Keywords: Agricultural economics, Karnataka, crop patterns, farm productivity, rural development,
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Introduction

Agriculture has long been the backbone of Karnataka's economy, employing a significant
portion of the state's population and contributing notably to its Gross State Domestic Product
(GSDP). The diverse agro-climatic zones of Karnataka support a wide variety of crops,
including food grains, oilseeds, commercial crops, and horticultural produce. Agricultural
economics in this context involves analyzing the allocation of resources, production
efficiency, income distribution, and the impact of policy measures on farmers and rural
communities.

Over the years, Karnataka's agricultural landscape has undergone significant transformations,
influenced by technological advancements, market dynamics, environmental challenges, and
policy interventions. Despite these changes, the sector continues to face structural issues
such as water scarcity, fluctuating commodity prices, and uneven access to credit and
markets. This article delves into the economic dimensions of agriculture in Karnataka,
examining key trends, challenges, and opportunities that shape the present and future of the
state's agrarian economy [,

Aim and Objectives

Aim

To analyze the economic aspects of agriculture in Karnataka, focusing on its contribution to
the state's economy, challenges faced by the sector, and the effectiveness of agricultural
policies and practices.

Objectives

1. To study the contribution of agriculture to Karnataka’s Gross State Domestic Product
(GSDP) and rural employment.

2. To analyze cropping patterns, land use, and productivity trends across different regions of
the state.

3. To evaluate the impact of government schemes, subsidies, and market support
mechanisms on farmers’ incomes.

4. To assess the role of irrigation, climate variability, and technological interventions in
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agricultural development.

5. To identify the major economic challenges faced by small
and marginal farmers in Karnataka.

6. To suggest sustainable and inclusive policy measures for
improving agricultural growth and rural livelihoods.

Review of Literature:

1. Farm Input Markets, FPCs, and Transaction Costs

A recent study in Kolar district finds that membership in
Farmer Producer Companies (FPCs) lowers transaction
costs for procuring agricultural inputs. FPC members pay
somewhat lower prices for inputs compared to non-
members, and save on time, travel, etc., which reduces
production cost significantly.

2. Diversification of Farming Systems & Livelihood
Security

In Mandya district, studies compare farmers practising
different farming systems (e.g. paddy + dairy, paddy + dairy
+ horticulture) to assess which systems give better
livelihood security.Another recent work in Haveri and
Belagavi examines determinants of farm diversification,
showing that diversified farms have lower income
variability. Factors like education, land size, non-farm
income, etc., significantly affect diversification.

3. Yield Gaps & Adoption of Technology

In Tumkur district, yield gap analysis for coconut (frontline
demonstrations) show differences between potential and
actual vyields, and economics of adopting improved
production technologies.

4. Agricultural Productivity, Poverty & Nutritional
Security

A micro-level study from Bagalkot (2005-06) examines
linkages among agricultural productivity, rural poverty, and
nutritional security. It finds that higher productivity reduces
poverty; that nutritional security is closely tied to poverty
levels; and that more earning household members reduce
poverty.

5. Commercialization & Agricultural Diversity

In North Karnataka, studies show that commercialization of
agriculture (shift toward commercial crops, market
orientation) increases agricultural diversity. But this comes
with trade-offs.

6. Public Policy & Expenditure

Analysis of public expenditure in Karnataka shows
increased spending over decades (1990-2023), but a strong
bias toward revenue (operational) expenditure rather than
capital investment Crop diversification studies also
emphasize the role of infrastructure (irrigation, roads,
market facilities) as enabling factors.

Research Methodology

The present study adopts a mixed-methods approach to
analyze various aspects of agricultural economics in
Karnataka, combining both descriptive and analytical
methods. The study is designed to explore the income
structure, cost of cultivation, patterns of diversification, and
economic impact of agricultural practices across selected
regions of the state. Primary data is collected through
structured interviews and field surveys conducted with
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farmers across different agro-climatic zones of Karnataka,
including but not limited to districts such as Mandya,
Tumkur, Kolar, Belagavi, and Raichur. These districts are
purposively selected to represent diverse cropping patterns,
irrigation  facilities, and levels of agricultural
commercialization.A multistage stratified random sampling
technique is employed to select respondents. In the first
stage, districts are selected purposively based on agro-
climatic variation and agricultural prominence. In the
second stage, taluks and villages are chosen using random
sampling. In the final stage, farmer households are selected
using stratified sampling to ensure representation from
different landholding sizes marginal, small, medium, and
large farmers. The sample size ranges between 150 and 300
respondents, depending on the geographical spread and data
availability in each selected district.

Primary data includes detailed information on socio-
economic status, landholding size, cropping pattern, input
use, credit access, market linkage, institutional support,
income levels, and adoption of agricultural technologies.
This data is collected using pre-tested questionnaires
administered through face-to-face interviews with the
farmers.

Secondary data is collected from official sources including
the Directorate of Economics and Statistics, Department of
Agriculture, Karnataka Agricultural Marketing Board,
University of Agricultural Sciences, NABARD, NSSO
reports, and previous academic studies. These data sources
provide insights into broader trends in productivity, public
expenditure, cropping patterns, and price movements in the
agricultural sector.

The collected data is analyzed using both descriptive and
econometric tools. Descriptive analysis includes calculation
of means, percentages, cost structures, and income
distributions. Economic analysis is carried out using farm
management cost concepts such as Cost Al, A2, B, C1, and
C2, as followed by the Commission for Agricultural Costs
and Prices (CACP). Farm business income, family labor
income, and net returns are also calculated. Econometric
techniques such as multiple regression analysis are used to
identify determinants of farm income, input usage, and
technology adoption. In cases where binary outcomes are
studied (such as adoption or non-adoption of a particular
practice), logistic regression models are applied.
Additionally, indices such as the Gini coefficient and
Simpson’s Index are used to study income inequality and
crop diversification respectively. Focus group discussions
and key informant interviews are also conducted to gather
qualitative insights on institutional challenges, government
policy implementation, and farmers' perspectives. These
help to contextualize the quantitative findings and validate
field-level observations. The data collection process is
designed to ensure reliability and validity through careful
sampling, triangulation of sources, and ethical compliance.
Respondents are informed about the purpose of the study
and their consent is obtained prior to the interviews. Data
confidentiality and anonymity are maintained throughout
the research process.

Statement of the Problem

Agriculture in Karnataka plays a crucial role in the state’s
economy, employing a significant portion of the rural
population and contributing to food security, raw materials
for industry, and export earnings. Despite its importance, the
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agricultural sector in Karnataka continues to face persistent
economic challenges that hinder its sustainability and
growth. Fluctuating monsoon patterns, rising input costs,
inadequate access to irrigation, and declining soil fertility
have contributed to stagnating productivity and increasing
vulnerability among farming households. The state exhibits
substantial regional disparities in agricultural performance,
with some districts benefiting from better infrastructure and
institutional support, while others remain underdeveloped
and dependent on rainfed farming. In recent years, market
volatility, price crashes for perishable and commercial
crops, and an inefficient procurement system have further
exacerbated the income instability of farmers. Although
government interventions such as subsidies, minimum
support prices, and loan waivers have been implemented,
their long-term economic impact and effectiveness remain
questionable. Moreover, the adoption of improved
agricultural technologies and diversified farming systems
has been uneven across regions and socio-economic groups,
particularly among small and marginal farmers.

Issues related to credit access, land fragmentation, weak
linkages with markets, and limited penetration of farmer-
producer organizations (FPOs) further constrain the sector’s
growth. Additionally, the role of public expenditure in
enhancing agricultural infrastructure, research, and
extension services has not translated uniformly into
improved economic outcomes for farmers. These challenges
highlight the need for a comprehensive and region-specific
economic analysis of Karnataka’s agricultural sector.
Identifying the structural bottlenecks, evaluating the
effectiveness of existing policies, and understanding the
determinants of farm-level profitability and resilience are
essential to inform evidence-based interventions. In this
context, the study of agricultural economics in Karnataka
becomes critical to assess the financial viability of farming,
the efficiency of resource allocation, and the prospects for
inclusive rural development in the state.

Need of the Study

Agriculture continues to be a vital component of
Karnataka’s economy, not only as a source of livelihood for
a majority of the rural population but also as a contributor to
the state's food security and industrial raw materials.
However, the sector faces a range of economic and
structural issues that threaten its long-term viability. Rising
production costs, declining profit margins, market
uncertainties, and frequent climate-induced disruptions such
as droughts and erratic rainfall patterns have placed
increasing pressure on farm incomes. These issues are
particularly severe for small and marginal farmers who lack
access to formal credit, market infrastructure, and risk
mitigation tools. In light of these challenges, it becomes
essential to undertake a systematic economic analysis of the
agricultural sector in Karnataka to understand the evolving
dynamics of farm production, income, and investment
behavior.Despite numerous policy interventions, including
subsidies, loan waivers, minimum support price schemes,
and crop insurance programs, there is limited clarity on the
actual impact of these measures on farmers’ economic well-
being. Moreover, regional disparities in infrastructure
development, adoption of agricultural technologies, and
institutional support indicate that a one-size-fits-all policy
may not be sufficient. The changing nature of agriculture
shifting from subsistence to semi-commercial or
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commercial farming demands updated economic models
and decision-making frameworks to guide policy and
investment. There is also a growing need to study crop
diversification, input use efficiency, land use patterns, and
resource allocation to assess their economic implications
under current conditions. Given Karnataka’s varied agro-
climatic zones and cropping systems, a localized and data-
driven approach to agricultural economics research is
required to support evidence-based policymaking. This
study is therefore necessary to identify gaps in farm-level
profitability, evaluate the performance of existing economic
policies, and suggest context-specific strategies for
enhancing the sustainability and resilience of the
agricultural sector in Karnataka.

Further Suggestions for Research

Given the evolving nature of Karnataka’s agricultural
sector, there is considerable scope for further research to
address the emerging economic, institutional, and
environmental challenges faced by farmers.

Future studies could focus on the long-term economic
impact of climate change on crop productivity, resource use
efficiency, and income stability, especially in drought-prone
regions of the state. There is also a pressing need to examine
the effectiveness of public investment in agricultural
infrastructure, including irrigation systems, rural roads, cold
storage facilities, and market yards, and how these
investments translate into economic gains for smallholder
farmers.

The role of digital technologies and precision agriculture
tools in improving farm-level decision-making and reducing
costs deserves detailed exploration, particularly with respect
to their adoption constraints among different socio-
economic groups. In addition, the financial viability and
scalability of Farmer Producer Organizations (FPOs) as
instruments of collective marketing, input procurement, and
value addition require further empirical analysis.

Another important area for future research is the
comparative economics of mono-cropping versus diversified
farming systems, including their implications for risk
mitigation and income sustainability. Studies focusing on
input markets especially the pricing, accessibility, and
efficiency of seeds, fertilizers, and pesticides can provide
valuable insights into cost structures and policy reforms.
The intersection of agricultural economics with nutrition
and food security is another critical domain, where research
can assess how farm-level decisions affect household
dietary diversity and health outcomes. Furthermore,
analyzing gender disparities in access to agricultural
resources, decision-making, and income distribution can
contribute to more inclusive and equitable policy design.
Evaluating the economic impact of government schemes
such as PM-KISAN, crop insurance programs, and
agricultural credit subsidies through rigorous, data-driven
methodologies will be essential for understanding their
actual benefits and limitations. Overall, future research
should adopt an interdisciplinary, region-specific, and
farmer-centric approach to strengthen the economic
foundations of Karnataka’s agriculture and support its
transition toward sustainability and resilience.

Scope (Data)
e Study focuses on Karnataka state agricultural sector,
covering time frame between 2015-2025.
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e Includes analysis of crop area, production volumes,
crop-wise yield, cropping pattern changes, and market
trends.

e Focus on major crops: paddy, ragi, jowar, maize, tur,
groundnut, cotton, sugarcane, and horticultural crops.

e Considers both Kharif and Rabi seasons for agricultural
performance metrics.

e Data sources include Directorate of Economics &
Statistics  (Government of Karnataka), SLBC
Karnataka, Department of Agriculture, and NSSO
reports.

e Includes both irrigated and rainfed zones within
Karnataka (10 agro-climatic zones).

e Examines farmer income trends, cost of cultivation (C2
model), and Minimum Support Price (MSP) impact
from 2017 to 2025.

e Includes institutional credit trends from cooperative
banks, commercial banks, and RRBs.

e Coverage of agricultural exports from Karnataka for
crops such as coffee, spices, and floriculture.

e Climate resilience and drought-prone zone analysis in
districts like Raichur, Vijayapura, and Koppal.

e Market interventions and procurement trends via
APMC and eNAM platforms included.

e Policy analysis spans RaitaVidyaNidhi, KrishiBhagya,
PM-KISAN, and PMFBY implementation in
Karnataka.

Limitations (Data)

e Data availability is partial for 2024-2025 agricultural
year; some values are projected or provisional.

e District-level disaggregated data not uniformly
available across all crops.

e Yield data affected by inconsistencies in weather
pattern documentation (rainfall deviation reports vary
by source).

e MSP impact analysis limited by absence of crop-wise
procurement quantity for every district.

e Institutional credit disbursement records incomplete
beyond March 2024 for RRBs.

e Inclusion of unorganized sector (informal tenancy and
land leasing) is not fully documented in state data.

e Farm income data (real income vs. nominal)
inconsistently tracked beyond NABARD’s All-India
surveys.

e Soil health and input cost records vary in accuracy,
particularly for micronutrients and bio-fertilizers.

e Agro-climatic impact projections for 2030-2035 rely on
simulation models (ICRISAT, NCAP), not field studies.

e Crop insurance data under PMFBY lacks granular
claim settlement figures for some northern Karnataka
districts.

e Inter-district migration of agricultural labor not
captured in official NSSO/PLFS rounds used in data.

e Use of remote sensing data (for cropping pattern
validation) limited to pilot districts only as of 2023.

e Farmer producer organization (FPO) economic impact
data missing from majority of registered FPOs in
Karnataka.
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Discussion

The agricultural economy of Karnataka plays a pivotal role
in the state’s overall economic structure, contributing
significantly to both employment and GDP 2. Karnataka’s
diverse agro-climatic zones support the cultivation of a wide
range of crops including rice, ragi, sugarcane, coffee, and
various pulses. In recent years, there has been a noticeable
shift in cropping patterns influenced by factors such as
water availability, market demand, and government policies.
Bl For instance, the emphasis on commercial crops like
sugarcane and coffee has increased, while traditional food
grains such as ragi have witnessed a decline in acreage.
The state’s irrigation infrastructure, comprising canals,
tanks, and wells, covers roughly 35% of the total cultivated
area, highlighting the reliance on monsoon rains for the
remaining regions. Agricultural productivity varies widely
across districts, with coastal and southern regions generally
exhibiting higher yields due to better irrigation and soil
quality Bl The introduction of modern farming techniques,
improved seed varieties, and government subsidies have
contributed to incremental productivity gains . However,
challenges such as fragmented landholdings, fluctuating
input costs, and market price volatility continue to affect
farm incomes. The adoption of digital technologies and e-
market platforms has begun to enhance farmers’ access to
markets and real-time information, potentially improving
economic outcomes. Furthermore, the role of allied sectors
like dairy and horticulture is growing, diversifying income
sources for rural households [1. Despite these
advancements, rural indebtedness and seasonal migration
remain critical issues linked to agricultural uncertainty.
Overall, the economic landscape of agriculture in Karnataka
reflects a complex interplay between traditional practices
and modern interventions, underscoring the need for
continued policy support and innovation to sustain growth
and farmer welfare (¢,

Conclusion and Findings

In conclusion, the agricultural economy of Karnataka
remains a critical component of the state's development,
employing over 50% of the rural workforce and contributing
approximately 14-16% to the state's Gross State Domestic
Product (GSDP) in recent years. The state’s varied agro-
climatic zones enable the cultivation of both food and
commercial crops, with Karnataka ranking among the top
producers of coffee, ragi, and sunflower in the country.
Despite these strengths, agriculture in Karnataka continues
to face systemic challenges including erratic monsoons,
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limited irrigation coverage, and rising input costs.
Government interventions such as the Krishi Bhagya
scheme, PM-KISAN support, and the implementation of
Raitha Samparka Kendras have aimed to mitigate these
issues, yet the impact has been uneven across regions.
Technological adoption, such as precision farming and the
expansion of the Unified Market Platform (eNAM), has
begun to reshape market access and price realization for
farmers. However, small and marginal farmers, who
constitute over 75% of landholders, still struggle with low
productivity and limited access to institutional credit.
Sustainable development in this sector will depend on
improving infrastructure, ensuring efficient  water
management,  enhancing  farmer  education, and
strengthening supply chains.

The evolving dynamics of agricultural economics in
Karnataka suggest that while the sector is undergoing a
gradual transformation, it requires consistent and targeted
policy support to achieve long-term viability and inclusivity.
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