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An investigation of production structure and budget constraint in the production of wheat and
potato in Ardebil province

Abstract

Ardebil province is one of the agricultural hubs of Iran in the production of wheat and potatoes.
Considering the importance of these two products, the present study has investigated the production
structure and budget constraints on wheat and potato production in this province. To this end, the indirect
production function has been estimated using time series data of 1994-2015. The results showed that
producers are faced with budget constraint and the intensity of this problem in potato is more than wheat.
In the production of wheat, the intermediate inputs are complement to the water and machine labour
inputs, and the rest of the inputs are substitute to each other, whereas, there is a substitution relationship
between all the inputs using In production of potato. Estimated elasticity of cost showed that cost is elastic
in machine labour and inelastic in the other inputs for both products. Based on the results, reducing
production costs through substituting inputs regarding to the estimated elasticity of substitution, and
providing low price loans could resolve budget constraint, increase production of these two products, and
enhance farmer's incomes.

JEL Classification: E23, M11, L11.

Keywords: Production structure, budget constraints, wheat, potato, Ardebil.
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