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Concept

Economics is the basis for life. Every one of us is a practicing economist in himself/herself in life. The 

The economic principle says that wants are unlimited but the means to satisfy them are limited. This is 

requirements are limited. We have to allocate the resources among the competing alternatives, for which 
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bata,
on food, repair and maintenance charges and other incidental costs.

trip. The labourers will also be paid daily bata as a proportion of the gross revenue, which will be included in 

amount is equally shared among all the crew members including the owner. The imputed value of family 
labour should be computed based on the wages for hired labour. The wages for the family labour so derived 
should be added to the total wages while calculating the operating costs.

The fuel cost per trip should be calculated by multiplying the quantity of diesel/ kerosene consumed per trip 

included the maintenance charges of crafts, engines and gears, should be apportioned per trip. It is customary 
to consider the interest on working capital in agricultural enterprises as there will be a substantial time lag 

gross returns per season by multiplying gross returns per trip with the number of trips per season. Later this 
can be scaled up to annual value by adding the values of all the seasons.

The gross returns per trip can be calculated using the formula

  
Where,

th species, 
Xi is the quantity of the ith species caught and

The annual net return is worked out by subtracting the annual total cost from annual gross returns.

The calculation of cost and returns are given in the following table.  This is based on the work done in 
Ramanathapurpam district of Tamilnadu.
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a. Craft

b. Engine

d. Major accessories

e. Minor accessories

67,010 45.15

1,48,420 100

in Rupees)

(in Rupees)

(in Rupees)

2. Fuel 

5. Lubricating oil 

2. Annual operating cost 

7,07,168 100

5. Annual gross revenue 

Economics of Fishing Operations, Financial Feasibility and Sensitivity Analysis



ICAR-Central Marine Fisheries Research Institute

Methodological Tools for Socioeconomic and Policy Analysis in Marine Fisheries

4

.

2 5



Methodological Tools for Socioeconomic and Policy Analysis in Marine Fisheries

5

at a point of time by incorporating the time value of money.  The different criteria that were employed to 

1.

2.

3.

4.

5.

6.

 

Where,

n

Cn
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VT

In = Investment made in year n
d = Discount rate
n = Number of years of economic of investment
T = Terminal year 

BCR = ( ) ( ) ( )( )

average earning capacity are the compound rate of earning of the investment. The mathematical form of IRR 

          IRR = B (1 + r) C (1 + r) + V (1 + r) I (1 + r) = 0
Where, r = internal rate of return

The actual procedure to calculate IRR is by linear interpolation.IRR= Lower discount rates+ Difference between the two rates – NPW at lower discount rateAbsolute difference between the NPWat the two
required rate of return or opportunity cost.

n
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Year Investment 
Cash
out

Total 
cash out 

Discount
factor 

Discounted 
cash Cash Discount

factor 
Discounted Discounted 

Net cash 

2

5

277519 279778

discount
rate

rate

1.01

Sensitivity analysis is a simple technique to assess the effects of adverse changes on a project. It involves 

similar projects.

also be assessed.

Sensitivity analysis should be applied to project items that are numerically large or for which there is 
considerable uncertainty.

The results can be presented together with recommendations on what actions to take or which variables to 
monitor during implementation and operation.
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It forces management to identify the underlying variables and their relationships.

It shows how robust or vulnerable a project is to change in underlying variables.

to changes in some variables.

may not shed light on the characteristics of the project.

2. The study of impact of variation in one factor at a time, holds other factors constant, may not be very 

Sensitivity analysis can be done to ascertain the project feasibility at three different stages.

 Increasing cost of capital or interest rate increases

The increasing cost of capital or the interest rate increases can be accounted in the sensitivity analysis by 

  Escalation of cost of the project due to different risks involved

The cost of the projects gets escalated due to the various risk factors involved in the business which include 

stream keeping unchanged.

  Uncertainties resulting due to differences in the price receivables

in the market after the harvests. The uncertainties are basically due to the reason that the factors determining 
prices itself are subjected to changes. The other uncertainties include the yield uncertainty, technological 

the project cost unchanged.  

yield.
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Cost
12% 12% 12% 20% 20% 20% 25% 25% 25%    

2

5

discount rates. 

Cost
12% 12% 12%

Cost 

12% 12%

Cost 

12% 12%

2

5
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Cost
12% 12% 12%

of 10% of 20% of30%

2

5
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1.

Mandal /Taluk

Components

Wood/ Steel

2 Engine

Seasons Monsoon

No. of trips/Year

Fishing days / week

Voyage hours/ trip

Closed seasons

Note: SDF: Single Day Fishing; MDF: Multi Day Fishing
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Components

2.

Engine

Winch set 

5. Otter board

Ropes

Wireless sets

Eco sounders

Wire rope

Other accessories
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v Colin

v

v

v

v

study in Chennai.

v

ability Issues.

v

v

v

methods in India.

v

v Equity and economic implications 

v Economics of different Marine Fishing 

v

v

v

nomic implications.

v

v

v
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v Comparative economic 
Nadu.

v

Winter School on Impact of Climate Change on Indian Marine Fisheries held at CMFRI, Cochin 18.1.2008 to 
7.2.2008.

v

coastal zone development.

v

v

v Marine Fisheries in Indian Economy.

v

Change on Indian Marine Fisheries held at CMFRI, Cochin 18.1.2008 to 7.2.2008.

v Indian Cooper

v

v

coast.

v

v

Nadu.

v Fisheries in the Development of Indian Economy.

v Economic Importance of Man
groves, Afforestation and Reclamation.

v

products.

v Indian Fisheries: 

v

v
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v Economics of different 

v

Marine Fisheries Information Service, Technical 

v

v Marine

v Marine

v

bour.

v Marine Fish

v

v

tra.

v

special reference to costs and returns.

v Research note on economic performance of 'dol' at 

v

Andhra coast.

v Evaluation of Fishermen Economy in Maharash

v Economic evaluation 

v Economics of 

v Central Insti
tute of Fisheries Education, Mumbai

v
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