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ABSTRACT  

The purpose of this paper is to examine the interrelationships among the extracted constructs of Farmers’ Decision Behavior (FB), Farmers’ 

Attitude (FA), and Farmers’ Objective (FO), Economic Freedom (EF), Market Orientation (MO). The conceptual framework is developed based 

on previous studies and behavioral theories. To address a lack of comprehensive evaluation of farmers' decision behavior, this study extracted 

the dimensions of decision behavior and used them in the structural model. The conceptual model is tested using a structural equation modeling 

approach using the maximum likelihood estimation technique. A sample of 409 cotton farmers' from Telangana state, India was used to test the 

hypothesized relationships among the constructs. The key findings of this study reveal that FA has the most important construct on FB 

(FB→FA). The next important construct was found to be the EF (FB→EF). The relationship between FO, MO, and FB and FB, MO was 

revealed to be significant (FA→ FO) (FA→ MO) (FA→ EF) (FO→EF) (FB→FO) (FB→MO) (FO→MO) (MO→EF). This study reveals the 

fact that the (FO→EF) was not significant and the research enables the design of new methods and concentrated areas to achieve higher adoption 

rates in risk management practices by farmers. 
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Introduction 
 

Agriculture is the backbone for most counties; however, the 

agriculture sector often faces many challenges. The risk and 

uncertainty in financial gain variations play an imperative 

role in farming. The foremost of the developing countries 

like India weren't properly introduced the organized risk 

management tools and techniques to cut back the financial 

gain variations.  

Risk is an indispensable however manageable component in 

farming. Incomes and earnings from Agriculture will differ 

widely from year to year because of unpredicted climate, 

diseases, and different marketplace circumstances. Once the 

unfavorable deviations happen in agriculture it considerably 

cut back financial gain within the short-run, therefore may 

be severe repercussions within the nonattendance of viable 

danger administration apparatuses. Particularly just in the 

event of creating nations that have remained thing 

subordinate with an oversized extent of ward populace it 

gets to be critical to overseeing backend and value risk. The 

farm decisions in agriculture are typically taken by 

individual persons solely. The choices primarily rely on 2 

styles of factors; internal factors and external factors. the 

internal factors were divided into 2 sorts 1st farmers 

perspective connected variables and second farmers 

objective connected variables, wherever because the 

external issue conjointly divided into 2 sorts 1st 

Infrastructural variables and Government/legislative 

connected variables, most of the studies targeted on farmers 

behavior, their investigator targeted one divisor that's 

economic variable. 

Decision-making beneath uncertainty, markedly in 

agriculture is predicted to vary across regions, nations, 

farming systems and people supported their expectations 

and risk-bearing ability, attitudes, (Hazell and Norton, 

1986). Additionally, farmers’ decisions towards risks and 

uncertainty, and their response could vary from farmer to 

farmer due to distinction in preference and perception of 

risks.  

 

Components 
 

Farmers Decision Behavior 

 

The studies related to farmer’s behavior and the motives for 

farmer’s behavior are not new (Ashby, 1926) (Gasson, 

1973). A series of psychological concepts and social 

constructs together linked with the behavior of a human 

being (Fishbein&Manfredo, 1975). However, there is 

several studies have been considered the farmers' behavior 

and attitude towards their decision making (Westmacott& 

Worthington, 1984) (MacDonald, 1984). “The other studies 

like Theory Reasoned Action (TRA) and Theory Planned 

Behavior (TPR) to investigate the farmer's behavior”. (Gunn 

et al, 2008) (Ellis-lversen et al., 2010). These theories help 

to predict individual behavior means intention and engage 

the behavior. The intention represents the individual 

orientation behavior and it reflects the motivations towards 

the individual behavior. “In the agriculture sector,r some 

studies have been proved that the attitude was the important 

predictor of farmers behavior” (Thompson & 

Panayiotopoulos, 1999) (Garforth et al., 2004) (Wolff, 

2012). 
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Risk Attitude 

 

The general characteristics of farmers are attitude and 

motivation directly affects the decision making of the 

farmers and farmers more influenced by practice and 

implemented for what they familiar with (Casal et al., 2007). 

The general farmers' attitudes identify risk-averse, 

innovative, diversification, and satisfaction towards farming, 

but most of the studies outcome on attitude studies are 

maximizing the profits. A person's intention/decision is 

based essentially based on two factors the attitude towards a 

particular behavior and the person's perception of the social 

pressure on him. The social pressure motivates for a 

particular behavior whereas the attitude is a belief about the 

outcome of the behavior (Ajzen, 1981) “Attitude towards 

risk is an important and major element in the decision-

making process related to the farm. It is suggested by many 

economic analysts despite in an uncertain environment but 

most of the farmers are risk disinclined and slow to adjust 

the unproved ideas” (Guerin, 1994). “The risk aversion 

includes loathing of debt; this may be a drawback of 

innovation and adoption of new technology in the farms”. 

(Driver & Onwana, 1956). “It is the result that participating 

in risk management tools like taking insurance, hedging, 

enterprise diversification, contract selling, and off-farm 

work. The descriptive studies of farmer's attitude towards 

risk have been recognized that succession of farming, the 

attitude of sustainability, and off-farm employment is the 

vital facts about risk aversion (Salamon& Davis-Brown, 

1986). 

 

Farming Objective 

 

The Farmers objective or farming objectives studies in 

different viewpoints; job satisfaction, financial 

requirements, quality of life, and social status in society, 

etc., but most of the researchers concentrated on 

management objectives and goals. It is assumed by different 

researchers’ peoples are having the ability to think about the 

future it means goal-oriented and people self-motivated 

(Locke & Bryan, 1969) (Bingswanger, 1980). The values 

are classified into four types Economic Values, Social 

Values, Expressive Values, and Intrinsic values, and the 

farm values are classified into two types economic factor 

related and job satisfaction (Gasson, 1973). The highest-

rated objective of farmers was making sufficient profits, and 

the second-rated objective was being a good farmer 

(Robinson, 1983). “There are some researchers who focus 

on why farmers participating in farming. They ranked 

intrinsic values on top, job satisfaction is important for most 

of the farmers whereas the successful farmers rated to 

economic outcomes and economic values”. (Casebow, 

1951)(Gasson, 1973)(Gilmor, 1956)(1llbery, 1955 a & b).  

“The job satisfaction reflects on farm business, but some 

commercial farmers were concentrated on economic values, 

most of the small and medium farmers prefer for intrinsic 

values that is job satisfaction”. (Casebow, 1951) (Gasson, 

1973)(Gilmor, 1986)(lllbery, 1955a). 

 

 

 

 

Market Orientation 

 

Most of the researchers study the market orientation and 

performance relationship (Cano et al., 2004) (Ahmet et al., 

2005). Identify the emerging markets institutional subsystem 

and compare this subsystem with the high-income markets, 

according to him the socio-economic, regulative, and 

cultural factors influence the market orientation. However, 

the government and legislative experts are having less 

influence on markets it creates several institutional gaps 

(Rivera-Santos&Rufin, 2012). The market participant 

develops and maintains by using their network relationships 

and experiences, the nonprofit organizations and non-profit 

government institutions generally try to fill these gaps. 

Some of the cultural institutions also acted as the regulatory 

institutions, these institutions may fill the regulatory gaps 

(De Soto, 2000).  

 

Economic Freedom 

 

“Generally the economic freedom index measures the 

individuals free to engaging voluntary transactions and the 

rightly acquired properties. Economic freedom is not an 

easy task to measure because it involved quality as well as 

quantity elements”. (Chris Doucouliagos, Mehmet Ali 

Ulubasoglu, 2006). Consequently, subjective and 

imprecision are inevitable in measuring economic freedom. 

In economic freedom, there are many variables were 

included; the rule of law, regulations, and low taxes and 

government interference, etc, these variables positively 

influence the total productivity. The growth is related to 

economic freedom variables. 

 

Research Methodology 
 

Research Objectives 

 

1. To develop a theoretical model by identifying the 

variables and factors which measure the farmer's decision 

behavior (FB). 

2. To confirm and test the identified variables and 

factors by developing a measurement model. 

3. To examine the direct and indirect relationships 

between Farmers' decision behavior (FB), farmers’ Attitude 

(FA), farmers’ objective (FO), Economic Freedom (EF), and 

Market Orientation (MO).  

 

Theoretical Framework and Hypothesis 

 

The study focuses on identifying the key characteristics that 

might influence the farmer's risk-related decision behavior 

of using risk management tools. In most hedging theories 

Risk Attitude plays an important role in decisions to engage 

risk management techniques. (Ashby, 1926) (Gasson, 1973). 

“The concept of Farming objectives concentrated from an 

assortment of perspectives, ranging from examinations of 

estimations of job satisfaction, status and, quality of life 

issues to more concrete management goals and specific 

objectives”. (Bingswanger, 1980) (Locke & Bryan, 1969) 

Locke et al., 1981). The farmer's efforts to obtain 

information about price and volume traded in the market are 

a central element of their Market Orientation about the 
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market. If the farmers are more aware of market conditions, 

it has expected them to use risk management tools. “The 

recent finding in many studies shows there is an increase in 

the degree of freedom of action when participants have 

Economic Freedom”. (Joost M.E. Pennings, 2001) 

 
H1: Farmers’ Decision Behavior (FB) has a significant 

relationship with Economic Freedom (EF) 

H2: Farmers’ Decision Behavior (FB) has a significant 

relationship with Farming Objectives (FO) 

H3: Farmers’ Decision Behavior (FB) has a significant 

relationship with Farmer’s Attitude (FA) 

H4: Farmers’ Decision Behavior (FB) has a significant 

relationship with Market Orientation (MO) 

H5: Farmers’ Decision Attitude (FA) has a significant 

relationship with Farming Objectives (FO) 

H6: Farmers’ Attitude (FA) has a significant relationship 

with Market Orientation (MO) 

H7: Farmers’ Attitude (FA) has a significant relationship 

with Economic Freedom (EF) 

H8: Farming Objectives (FO) has a significant relationship 

with Economic Freedom (EF) 

H9: Economic Freedom (EF) has a significant relationship 

with Market Orientation (MO) 

H10: Economic Freedom (EF) has a significant relationship 

with Perceived Risk Exposure (MO) 

 

Data Analysis 
 

Sample 

 

A total of 409 farmer's responses were collected for the 

survey from Telangana State, India. The sample consists of 

37.2 percent marginal, 26.2 small, 23.7, semi medium, 10.3 

medium, and 2.7 large farmers. 

Analysis 

 

EFA for the theoretical factor structure 

 

 EFA was used for the farmer's decision behavior 

measures to extract the dimensions of a farmer’s decision 

behavior (FB).  

 PCA with VR method was used in the analysis.  

 Four factors were extracted based on an eigenvalue 

greater than 1. 

 KMO measure of 0.806. 

 Bartlett’s test showing significant. 

 Reliability 0.827 as shown by Cronbach’s α.  

 

CFA for Farmers Decision Behavior measurement 

model 

 CFA was conducted using AMOS 20. 

 Four extracted FDB dimensions, Farmers’ Attitude 

(FA), Farmers’ objectives (FO), Market Orientation (MO), 

Economic Freedom (EF), and Farmers’ behavior measure 

with multi-items scales using AMOS 20. 

  

Structural Equation Modeling (SEM) 

 

“The estimation of the model was carried out in two stages, 

as recommended by Anderson & Gerbing (1988) and Hair et 

al., (2008). In the first stage, the measurement model is 

estimated, and in the second this same model is fixed, to 

estimate the structural model. The logic behind this 

reasoning, according to the mentioned authors, is that the 

reliability of the indicators is better represented in two 

stages, avoiding interaction between the measurement and 

structural models”. (Alves&Raposo 2007). 

 The model identified five factors. 

 Each item has a non-zero loading. 

 The five factors are correlated. 

 The error terms associated with each item 

measurements are uncorrelated 

 

Structure Equation Modeling for Farmers’ Decision 

Behavior 

 

 
 

Results of Hypotheses Testing 
 

Ten hypotheses framed from the above basic model. The 

model fuses all the hypothesized relationships among the 

latent constructs.  
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Testing of these hypotheses  

 

Hypothesis C.R. P Results 

H1: Farmers’ Behavior 

(FB) has a significant 

relationship with 

Economic Freedom (EF) 

4.826 *** Accepted 

H2:Farmers’ Behavior 

(FB) has a significant 

relationship with Farming 

Objectives (OB) 

4.231 *** Accepted 

H3: Farmers’ Behavior 

(FB) has a significant 

relationship with Farmer's 

Attitude (FA) 

3.838 *** Accepted 

H4: Farmers’ Behavior 

(FB) has a significant 

relationship with Market 

Orientation (MO) 

4.735 *** Accepted 

H5: Farmers’ Attitude 

(FA) has a significant 

relationship with Farming 

Objectives (OB) 

3.161 0.002 Accepted 

H6: Farmers’ Attitude 

(FA) has a significant 

relationship with Market 

Orientation (MO) 

4.153 *** Accepted 

H7: Farmers’ Attitude 

(FA) has a significant 

relationship with 

Economic Freedom (EF) 

4.052 *** Accepted 

H8: Farming Objectives 

(OB) has a significant 

relationship with 

Economic Freedom (EF) 

2.243 0.025 Rejected 

H9: Economic Freedom 

(OB) has a significant 

relationship with Market 

Orientation (MO) 

4.766 *** Accepted 

H10: Economic Freedom 

(EF) has a significant 

relationship with 

Perceived Risk Exposure 

(MO) 

3.792 *** Accepted 

 

Findings  

 
Theoretical implications 

 

1. From a hypothetical perspective, this examination 

makes a significant commitment to the growing body of 

literature. This investigation shows the impact of every 

individual FDB measurement on other relevant variables, 

i.e. on Farmers' Attitude, Farmers' Objective, Market 

Orientation, Economic Freedom, and their interrelationships 

among themselves along with their influence on decision 

behavior. Less previous studies have focused on individual 

dimensions of Farmers Decision Behavior and their effects 

on other variables.  

2. A very little amount of research has been 

investigated the relationships between Farmers’ decision 

behavior, farmers' attitude, farmers' objective, market 

orientation, and economic freedom. However, these studies 

did not examine the individual effects of each farmer’s 

decision behavior dimension on other variables such as 

economic freedom, market orientation. The previous studies 

did not examine which FB dimension is the most important 

factor in influencing other variables. Also, the previous 

literature did not address priority levels and importance in 

farmers in price risk management participation. 

3. The relative importance of farmer’s decision 

behavior measurement in combination with other variables 

such as farmers' attitude, farmers' objective, market 

orientation, and economic freedom can differ among 

dissimilar circumstances due to social and ecological 

variances and hence undertakes importance in the Indian 

situation since a very few studies have been done in the 

Indian context.   

4. The significance of behavior and attitude has been 

broadly examined and explored in literature; examination 

has proposed the coordinated basic model that researches 

the forerunners and result variables of farmer’s decision 

behavior. This examination proposed a coordinated basic 

model that explores the synchronous impacts of farmers’ 

decision behavior dimensions on farmers' attitude, farmers' 

objective, market orientation, and economic freedom to 

completely understand the related effects simultaneously. 

 

Managerial implications 

 

There is a need to increase the farmer’s participation level in 

price risk management. The study highlighted influenced 

dimensions of farmers’ decision behavior. These findings 

confirm and expand existing knowledge for farmers’ 

decision behavior. The conceptualization of decision 

behavior suggests that the overall farmers’ decision behavior 

will increase by improving these dimensions. The results 

help policymakers to better recognize the factors 

contributing to decision behavior, s that they can provide 

better policies that enhance the participation of farmers in 

price risk management. This study has identified four 

farmers’ risk behavior dimensions.  

 

Conclusion 
 

The motivation behind this paper is to examine the 

interrelationships among the constructs of farmer’s attitude, 

farmer's objective, market orientation, and economic 

freedom and its effects on farmers’ decision behavior in 

Telangana State, India. A sum of 409 complete usable 

responses obtained for the final data analysis.  

The applied system showed an excellent fit to the real data 

and a reasonable degree of variance is explained by the 

constructs used in the structural model thus, exhibiting high 

practical significance.  

This investigation further adds to the body of literature by 

considering important variables such as Farmer’s Attitude 

and farmer’s objective and its effects on farmers’ decision 

behavior in the integrated model thus raises the predictive 

power of the model.  

Although a set number of writing is accessible on farmer’s 

attitude, farmers’ behavior, market orientation, and 

economic freedom, no other studies have focused on 
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individual dimensions of farmer’s decision behavior and 

their simultaneous effects on participation proportion.  

This examination adds to the body of knowledge by 

providing a conceptual framework which gives an 

experimental knowledge into the interrelationship among 

the constructs of farmers’ attitude, farmers' objective, 

market orientation, and economic freedom and its effects on 

farmers’ decision behavior. The theoretical model created 

and tried in this paper will go about as a kind of perspective 

in framing policies for farmers’ participating in price risk 

management. 

 

Limitations and scope for future research work 

 

The current research adds to the current body of knowledge, 

it has a few restrictions. First, relates to the generalization of 

the findings. The study utilized only a 409 sample size for 

this study this is limited to describe the full decision 

behavior of farmers in the Indian context. 

The current examination might be extended to different 

states in India and different contexts. Second, the theoretical 

structure created in this paper can also be tried in different 

sectors which can be the scope or additional future 

examination work. Third, the impact of FB measurements 

could change between various classes of farmers like large 

landholders, Medium landholders, semi medium, and small 

and holders. The impact of various classes of farmers has 

been neglected. Therefore, future research work could also 

consider taking these aspects into considerations. Fourth, FB 

measurements embraced in this examination work 

considered just a predetermined number of things future 

exploration could consider receiving more number of things 

in the farmers’ decision behavior dimensions. In conclusion, 

future exploration work may need to consolidate the impact 

of directing factors in the proposed conceptual model. The 

distending farmers’ differential behaviors in the impact of 

moderating variables can also be the area of future research 

work. 
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Appendix
Table I: Exploratory Factor Analysis Results 

Factor Factor items 
Factor 

loading 
Eigenvalue 

Cumulative 

% of 

variance 

explained  

Cronbach’s  

α 

  

FO1: I carry on farming 

because the tradition is 

important to me 

0.845 
  

  

Farmers' 

Objective 

(FO) 

FO2: would like to leave the 

land in a better condition than 

I found it 

0.847 4.349 26.358 0.832 

  

FO3: Making money isn’t 

everything. Farming has 

advantages far beyond the 

profit to be made from the 

sale of produce. 

0.877 
  

  

  

 
     

  

EF1: I would like to update 

the farm but feel I can’t 

because of financial pressures. 

0.919 
  

  

Economic 

Freedom 

(EF) 

EF2: I think owning a farm 

must be seen as a long term 

investment. 

0.871 2.456 45.703 0.900 

  

EF3: I don't like to make high-

risk decisions about the farm. 0.918 
    

  

 
     

  

MO1: I rely on my knowledge 

and experience to make farm 

decisions. 

0.909 
  

  

Market 

Orientation 

(MO) 

MO2: I have been farming for 

a long time and there is not 

much I don’t know about 

farming. 

0.865 2.142 64.827 0.895 

  

MO3: Increasing the asset 

value or net worth of the farm 

is very important to me. 

0.906 
  

  

  

 
     

  

FA1: A marketing pool nets 

me a higher price than I can 

get myself. 

0.941 
  

  

Farmers' 

Attitude 

(FA) 

FA2: I prefer to use other 

means of risk management 

rather than hedging 

0.905 1.744 82.328 0.945 

  

FA3: I believe that market 

timing strategies can increase 

revenues. 

0.889 
  

  

  

FA4: This may not be the best 

farm around but there is no 

real need to change. 

0.93     
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Table II: KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .806 

Bartlett's Test of Sphericity Approx. Chi-Square 3734.125 

df 78 

Sig. 0.000 

 

Table III: Confirmatory factor analysis results for Farmers’ Decision Behavior constructs 

Factor 
Factor 

items 
Standardized loadings Estimates 

CR (t-

value) 

p-

value 

 

FO1 0.78 0.780 14.821 *** 

Farmers' Objective 

(FO) FO2 0.79 0.791 14.922 *** 

 

FO3 0.80 0.803 

  

 

EF1 0.91 0.907 24.256 *** 

Economic Freedom 

(EF) EF2 0.80 0.796 20.365 *** 

 

EF3 0.90 0.900 

  

 

MO1 0.88 0.881 23.150 *** 

Market Orientation 

(MO) MO2 0.79 0.794 20.110 *** 

 

MO3 0.90 0.910 

  

 

FA1 0.95 0.950 36.454 *** 

Farmers' Attitude (FA) FA2 0.87 0.871 28.204 *** 

 

FA3 0.85 0.852 26.669 *** 

 

FA4 0.93 0.930 

   

Note: χ2=148.99, p<.0000, df=94), other GOF indices were in the acceptable range. 

Goodness of fit index (GFI)=0.958, adjusted goodness of fit index (AGFI)=0.939, root mean square error 

of approximation (RMSEA)=0.038, Tucker-Lewis index (TLI)=0.983, comparative fit index (CFI)=0.987 

and normed fit index (NFI)=0.965. ***Indicates all p-values are highly significant p<0.000 

 

 


