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CHAPTER I
INTRODUCTION
Agricultural marketing is an important economic
activity. Besides contributing to higher productivity and
production, it influences the income of growers and

contributes to the development of an agricultural economyv.
It opens up an efficient market system, making agriculture a
reliable source of income. Simultaneously, agricultural
marketing ensures the availability of produce at reasonable
prices to consumers. However, the perishable nature of
certain agricultural commodities like fruits and vegetables
introduces an element of 1risk and wuncertainty in the
economy. Here, growers have no option but to bring the

produce to the market as soon as it is harvested. As a

consequence, seasonal glut and corresponding low prices are
a common phenomenon during the immediate post-harvest
period.

The production and supply of fruits and vegetables is
differently linked to soil, climate and season. The produce
is, therefore, localized. Since the areas of consumption are
largely concentrated in cities and towns, the goods have to

be transported over long and short distances. Further, due
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to defective methods of picking, packing and transportation,
a large proportion of fruits and vegetables deteriorate in
transit. The extent of spoilage is sometimes as high as 5 to
50 per <cent (Agricultural Marketing Series No.149, 1965).
All these aspects introduce certain special elements in the
marketing of fruits and vegetables. This makes the studv of

fruits and vegetables specially in relation to its efficiency,

a pertinent one.

Marketing Efficiency - Theoretical Framework

The concept of efficiency is reflected in the input-output
ratio, which ©provides a measure of productivity. Here,
optimum allocation of resources 1is indicated. And since
prices are the allocators of resources and products in a
market economy, due consideration should be given to the
pricing aspect of efficiency along with the production

itself.

In fact, market efficiency has two components: pricing
efficiency and technical efficiency. The theoretical
construct pertaining to pricing efficiency is drawn from the
theory of the perfect competitive market. The price
differential over space, time and form essentially reflect

the costs incurred towards transportation, storage and
2
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processing. Technical efficiency, on the other hsand,

reflects the maximum efficiency attainable in the production
of marketing services. 1t refers to

input-output

relationship in the task of producing utilities. Technical

efficiency has basically two aspects. One is the extent to

which the producer-firm utilizes the available facilities to
the fullest extent possible, i.e., "the load factor". The
other is the extent to which producers are organized to take
full advantage of the economics of scale, i.e., the "scale
factor”. Together, these factors influence cost and

efficiency and thus indicate the ’conduct’ and ’performance’

aspect of industry.

Graphically, pricing efficiency is defined as the ratio
between OR and 0Q (Bressler and King). Technical efficiency
is represented by the ratio of the length 0Q to the length
of OP, where SS’ is the ’efficient unit isoquent’ and the

slope AA’' represents the relative prices of factors used.

Rate of use of factor 1 (Fy1/X)
NI
a)

0 Rate of use of factor 2 (F2/X)
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1.2 Conditions of Market Efficiency

Empirically, the market is price efficient when it

transmits price changes from one sub-market to the

other. That is, price change at the farm level should be
transmitted to both the wholesale and retail

levels,

and, when retail prices rise, wholesale and farm price
must also rise proportionately. Thus one measure of
market efficiency in price transmission is the vertical
integration of markets. And the conditions under which

the price changes are transmitted to various markets are

those associated with the concept of perfect competitive

market.

The price in different markets must correctly reflect
the cost of services rendered in such markets. Any
addition or reduction in the margins of marketing
functionaries must conform with changes in the costs of
their services. This means there should be no surplus
income generated by these market agents. Thus, this

situation also presumes a perfect market situation and

the absence of monopolistic tendencies.

The costs incurred in rendering market services should

be minimal, i.e., it should be technically efficient.
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The price spread - from farm to wholesale to retail and
back - must also reflect marketing cost. This calls for,

again, an absence of monopolistic tendencies in the

market.

The e;tent and nature of price spread can also be a
measure of market efficiency (Agarwal 1989). The market
share and farm share of the consumer’s rupee should be
in conformity with the production function of the
respective production line. The growers proauce
utilities by transforming input into output; the market
functionaries also produce utilities by transporting,
i.e. ©place utility, by storing, i.e., time utility and
finally by processing, i.e., form utility. Efficient
marketing enables +the price spread +to reflect the

differences in the utilities created.

Further, the market is considered efficient in terms of
spread when low cost market channels are observed and
the growers’ share in the consumers’ rupee is large.
er, percentage share of the growers’ in the consumers’
is an indicator of market inefficiency only in a
ive sense, i.e., if different shares of the consumers’

occurs for the same product in the same or similar

location. The market 1is considered inefficient when

mmarketing margins accentuate, while the produce changes

“r,

Ny

&
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hands in static or deteriorating form, whereby high marketing

costs are due to wastes, spoilage and excessive profits

(Jasdanwala 1966, p.9).

6. The efficiency of the market is also judged in terms of
market structure. This has two features: institutional
and organisational. The institutional aspect indicates
the number of functionaries involved in the process of
marketing. Do larger channels and large number of
functionaries indicate market inefficiency? In developed
market economies, this indicates more functions and more
services that enhance the operational efficiency of the
system. However, in underdeveloped countries such as
India, +this need not be the case. The discussion thus
hacks back to issues relating to market functionaries in

terms of creation of different types of utilities.

The organizational aspect of market structure is judged
in terms of the competitiveness or otherwise of the market.
Theoretically the market is considered competitive when MR =
MC = AR. In other words, a monopolistic situation is

indicated when
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Here, the greater the difference between AR and MC, the
greater the surplus value generated and greater the degree
of monopoly. The effectiveness of the competitive market

system is judged from the following (Downey 1961, p.142-51):

i. Large number of buyers and sellers
ii. Absence of collusion
iii. Free entry and exit
iv. Free access of buyers with sellers and absence of

substantial preferential +treatment of any particular

trader or group

v, Perfect knowledge about market condition
vi. Free mobility of factors, etc.
7. Another criterion that can be evolved to measure the

market efficiency is to study whether the system is
favouraﬁie to the produce grower. Here, the system is

considered unsound if market practices reflected in

terms of storage, weighing, grading, place of sale
(village, primary wholesale and terminal wholesale
market), method of sale (auctioning or open sale), and

agency of sale (village merchant, wholesaler, commission
agent or broker), are detrimental to the interest of the

growers.
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Perfect knowledge regarding market conditions on the
part of buyer and seller and how best this knowledge is
utilized by them also contributes to efficiency. Growers
must respond to ©price changes as signalled by the
demand-supply forces in the market. A fall or rise in
price either due to quantum of supply and demand or due
to seasonality of the crop, should result in increase or
decrease in the arrivals to the market. If this does not
happen, it means information pertaining to price changes

is not being disseminated to the advantage of growers.
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A number of studies have been made on the marketing of fruits
and vegetables in general and on individual commodities in
different <cities 1like Calcutta, Delhi, Madras, Ahmedabad,
Poona, Nagpur, and so on. However, there is no comprehensive
study on the marketing of fruits and vegetables in Bangalore
city, one of the major assembling, distributing and consuming
centres of southern India. Neither do these studies provide
insight into the efficiency of the market. It is hard to find
a comprehensive study that has analysed the process of
marketing from the growers' level to the retailers’ level
vis-a-vis efficiency in terms of market system, market
structure and price spread with reference +to fruits and
vegetables. Nevertheless, it would be worthwhile to review

the existing literature on these aspects.

Market System

The literature on market system explains it in terms of
physical functions like transformation and price
determination and the policies of the government and private
agencies involved in the process of marketing. The market
system involves all functions that result in place, time and

form utility. Hence, it can be defined in terms of

. functions, and practices like grading, storage, method of
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sale, nature of sale, agency of sale, etc. on fhe part of
growers and traders in a given market situation. Literature
on this subject, with reference to the marketing of fruits
and vegetables, exists: Dwivedi and Mishra, 1969; Baleroa
and Kalicharan, 1967; Dhaliwal, 1969; the Reports by the
Directorate of Marketing and Inspection, Ministry of Food
and Agriculture, Govt. of India, Marketing Series No.149,

85, 156, 179, 155, 162, etc.

(a) Grading: Grading refers to the sorting of products into
various categories based on the standards for quality.
In a complex marketing machinery, the possibilities of
waste, confusion, and downright chicanery are great.
Keeping such practices to a minimum is one of the
purposes of an adequate and workable system of standards
and grades (Downey 1967, p.266). The other advantages of
grading‘ are that it enhances operational efficiency by
eliminating time and expense in the bargaining process
and by increasing specialization (Shepard et al. 1969,
p.197). Grading intensifies price competition due to
accuracy of pricing, enables systematic allocation of
available supplies among various demands, and helps
achieving a measure of standardization and quality
control (Shepard, p.199). Further, it has a direct

bearing upon pricing efficiency as it provides a more

10



(b)
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accurate language for price quotation. If thé product is
accurately graded, the superior variety can be disposed
of in distant markets and the inferior variety in
closeby markets. This system, besides making it
competitive for +the producers, helps reduce cost in
transit, as it costs the same to transport high quality
lower valued products (Downey, 1967, p.277).

In spite of all these advantages, growers rarely grade
their fruits and vegetables. A study by Negi et al.
(1989, P.25 and p.27) pertaining to the economies of
citrus and stone fruit clearly indicates +that the
returns to farmers increased by 30 per cent following
grading. But the absence of trained graders and the high
wages demanded by them has discouraged the practice.
Even in city wholesale markets, not much grading is done
by othgr market functionaries. However, there is some
kind of sorting out based mainly on size, of vegetables
like tomato, potato, onion etc. Fruits are sorted out
according to variety or place of origin and also
sometimes on the basis of size, stage of maturity and

colour (Marketing Series No.149, 1965, p.71).

Storage: Fruits and vegetables, except onion and potato,
are not stored for long, either by the growers or by the

merchants due to their perishable nature. Studies
"

-3




indicate that storage by growers results in higher
economic returns although it involves some expense in
the form of storage cost and spoilage.

A study by Nandal and Karwasra on onion price spread in
Haryana (IJAE, 1979, p.211) indicates that storage by
growers 1increased their share in the consumer’s rupee
from 50-52 per cent to 59 to 60 per cent. Hence, the

study recommends the ©provision of adequate storage

facilities, besides credit, minimum support price and
institutional procurement for efficient marketing of
onion.

Another study on the impact of staying and storage power
on price spread relating to small onion growers by
Nagarjan and Lalitha indicates that a longer period of
storage decreases price spread and increases the
producer’s share in the consumers’ rupee. The producers’
share is 66.17 per cent in the case of non-storers, and
76.92 per cent in the case of those who store for a
maximum period of 10 - 14 weeks. In fact, even the net
income increased by Rs. 42.05 per quintal due to higher
price obtained although it involved higher storage cost.
Another study by Harjeet Singh and Joginder Singh
pertaining to the marketing of potato in Punjab says
that '"the price spread caused by storage for different

time periods varied from Rs. 21.82 to Rs. 29.65 per

12




(d)

quintal whereas the average monthly price of potato
varied more widely than the storage cost which indicated
the potentials of cold storage in the state." (IJAE,
1979, p.209-210)

Gupta and Ram, in their study on behaviour of marketing
margins and costs of vegetables like tomato, cabbage,
brinjal, cauliflower and green peas in Delhi, have
pointed out that the facilities of cold storage, besides

processing and cooperative endeavour, would improve the

marketing performance.

Place of Sale: This involves selection of an
appropriate market for sale of the produce. A study on
price spread band major marketing decision for potato
growers in Punjab by Harjeet Singh and Joginder Singh
{209-210, 1IJAE) has pointed out that sale in field is
more economical than sale in the local market and sale
in the big consuming markets, especially Bombay and

Madras, still more advantageous to producers.

Method of Sale: Studies indicate that open auction and

the ’hatta’* method are commonly used for the sale of
fruits and vegetables in major cities 1like Calcutta,
Delhi, Madras, Ahmedabad, Poona and Nagpur (Marketing

Series No.149, 1965, pp.71). In Calcutta, both systems

13




are adopted for vegetables in the wholesale markets. All
fruits except those like mango and pineapple are sold by
the ‘’'hatta’ system, while grapes are auctioned. 1In
Delhi, the open auction method is common in the disposal
of fruits and vegetables, but the ’'hatta’' system is
followed in the case of big consignments of fruits 1like
orange, banana and mango. In Ahmedabad, which happens to
be the only regulated market for fruits and vegetables,
the market committee has prescribed what is known as the
"hatta~-cum-open auction" system for the sale of
vegetables. In Nagpur, the open auction system is
followed for both fruits and vegetables. The adoption of
any particular method seems to be conditioned more by
habit than by its relative advantage. The literature
makes no mention of the advantages or disadvantages of

the methods of sale.

Agency of Sale: The fruits and vegetables are assembled

by a number of agencies like growers, pre-harvest
contractors, itinerant merchants, commission agents and
wholesalers. The extent of participation of these
agencies in the assembling, however, varies considerably
from one region to the other. By and large, it has been
observed that the participation of the growers in the

assembling of vegetables and the pre-harvest contractor

14
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in that of fruits is high (Marketing Series No.149,
1965, p.63). For instance, in Calcutta, the share of
growers in the assembling is estimated at 30 per cent in
the case of vegetables and only about 5 per cent in the
case of fruits. In Delhi, growers have a larger share,
about 85 per cent, in the assembling of vegetables and a
small share of 10 per cent in the case of fruits. In
Pune, the share of growers amounts to 95 per cent 1in
respect of vegetables and 50 per cent with regard to
fruits. In Madras, however, the share of growers amounts
to only 5 per cent in the case of vegetables. Similarly,
for other assembling agents, the share varies from city
to city.

However, i1n the case of apples in Himachal Pradesh, only
18 per cent of the orchards were leased out to pre-
harvest contractors. The growers themselves harvested
and marketed the rest. This was revealed by a study
conducted on marketing channels and price spread of
perishable commodities with reference to apple by Malik
(1979, P.212)

However, there is very 1little literature on what
proportion of the fruits and vegetables are channelised
through the various agencies after wholesaling e.g., the
wholesaler, re-wholesaler, retailer and hawker in

different cities.

i
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(f) Nature of Sale: It is reported that after wholesaling,

purchasers 1like the re-wholesaler and retailer receive
their supplies either on a "cash-and-carry" basis or on
a "pay-as-you-sell" basis. The latter is more popular in
almost all the majo? cities of the country (Agricultural
Marketing Series No.149). But no study or report has
pointed out the relative advantages or disadvantages

regarding nature of sale in terms of market efficiency.

1.3.2 Market Structure

In the 1literature of agricultural marketing, market
structure 1is generally examined with reference to the
organisational aspect, i.e., competitiveness of the market.

In fact, competition is regarded as a function of the market
structure (Moore et al., 1973, p.169). The important elements
are considered to be the number of buyers and sellers, the
obstacles to entry into the trade, market awareness, degree
of product differentiation on the part of the buyers and
sellers, etc. (Wayne Purcell, 1979, p.64; Khusro et al.,
1973, p.169; Dubor, 1968, p.64; Doney 1961, P. 142-51;
etc.). However, this kind of study seems incomplete for the

institutional aspect has a strong bearing on organisation. To

quote, "The first step in a programme to improve marketing
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organisation or establish a new marketing enterprise 1is to
obta%n a clear picture of the channels already established.
Information on the volume they handle and the business
relationships between the various enterprises concerned is

also required for a reliable understanding of market

structure”" (Abbott, 1970, p.82).

There are very few studies that have discussed the
marketing channels (institutional aspect) of market structure
with regard to fruits and vegetables .(Abbott, 1970; Wong,

1974, p.9).

It 1is reported that the sequence of markets and
enterprises through which fruits and vegetables pass between

grower and consumer can vary greatly (Abbott, 1970, p.82).

This study indicates that there are various marketing
channels for fruits in India (~ , P.83). The pre-harvest
contractor plays an important part. Vegetables are also

marketed through various channels. (Wong, 1974, p.8, Fig.3)
Although we do find discussion on the agents involved in the
process of assembling as well on the post-wholesale pattern
in general, there are no discussions explicitly on the

important channels through which the produce reaches the

consumer from the point of production with respect to each of
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the fruits and vegetables.

About the organisational aspect of market structure, most of
the studies relate to marketing of foodgrains.

Lele (1973), in her study on private trade performance and
government policies pertaining to foodgrain marketing showed
that the market structure was competitive as it fulfilled
certain well established criteria of competitive marketing
system. The study reveals that there are too many
intermediaries to permit monopolistic practices. Inter and
intra-market competition, further reduces the markets of

traders; although they have relatively better bargaining

power and collusion is uncommon. D

Agarwal in his study on seven major foodgrains of
Rajasthan concludes that the market appears to be efficient
and competitive, although "pockets of imperfections and
inefficiency do exist. This study further advocates
regulation for certain crops, practicing grading at farm

level and improvement in physical marketing infrastructure.

Subba Rao examined the effects of compulsory levies on
the rice marketing system in West Godavari district of Andhra
Pradesh. The study points out imperfections in the pricing
system and attributes losses on the part of small farmers,

although not very significant, to lack of infrastructural
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facilities. And the compulsory levies on rice millers led to

malpractices by them and hence more profits.

Hariss (who studied the paddy-rice marketing system in
northern Tamil Nadu) attributes the imperfections in the

marketing system to both faulty free +trade mechanism and

government interaction system.

Cummings in_his study of pricing efficiency of wheat markets
in Punjab, did not find any inefficiency in the existing
market structure as the primary, secondry and terminal
markets were integrated.

Jasdanwalla, in her study on groundnut and cotton markets in
Maharashtra, observed that +the markets functioned quite

efficiently.

Kumar and Singh have examined market efficiency in terms
of market integration by adopting correlation analysis for
paddy (p.217, IJAE). The study examines the consistency of
price difference over space and time with that of transport
and storage cost and concludes that undue profits are being
made by some of the market intermediaries. Hoarding by
market functionaries is indicated and the market is found to

be inefficient.
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George and Siongh analysed the structure, conduct

and
performanceof wholesale vegetables markets in Punjab. They
observed that although the sellers were large, the market
structure for buyers was similiar to oligopsory with a few
buyers handling large proportion of the business. Price
discriminatiion was observed. Entry and exit was also not

smooth. In short, the market was not competitive and was not

favourable to his procedures.

Price Spread

There are a number of studies on the marketing of fruits and
vegetables where we do find discussions on the price spread
(Shukla, 1968; Bhalerao and et al, 1967; Swivedi and et al
1969; Thakur et al, 1971; Singh et al, 1978; Harjeet Singh
and Joginder Singh, 1979, IS Chatha and J.L. Kaul, 1979;
A.K. Gupta and G.S. Ram, 1979; BGR Prasad, 1979; D.S. Nandal
and JC Karwasra, 1979; RPS Malik, 1979; D.K. Das, 1979; Y.S.
Negi and R. Swarup, 1979; Agricultural Marketing Series
No.149, 156, 162). Price spread is measured in terms of

magnitude of share of growers in the consumers’ rupee (i.e.,
the difference between the price received by the grower and
the price paid by the consumer). It is observed that the
share 1is low due to the large presence of intermediaries in

the marketing process. For instance, in the case of onion,
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the study conducted at Ludhiana and Panipat reveales that
the percentage share is only 32, and 68 per cent comprising
the payments for moving the produce to the final consumer
through various market functionaries. Here the profits of
the wholesaler and retailer alone account for 30 per cent

(Thakur et al, 1971). Similarly with regard to potato, the

growers' share at Varanasi is only 24 per cent (Swedi et
al, 1969). However, in the marketing of tomato in Varanasi,
the growers’ share in the consumers’ rupee is 65.06 per
cent, which is mainly due to the smaller number of
functionaries. {Bhalerao et al, 1967) The net return to
growers is 40.59 per cent in Madras, 62.9 per cent in
Bangalore, 42.1 per <cent in Delhi and 58.3 per cent in

Madurai. The high return to growers in Bangalore is ascribed
to the sale of produce by growers themselves through
commission agents. (Marketing Series No.156) In the case of
oranges, the ¢growers'’ share amounted to 40.8 per cent for
malta oranges sent from Ganganagar to Delhi, 54.6 per cent
for mandarin oranges sent from Nagpur to Madras, 60.6 per
cent for Sathgudi oranges sent from Cuddapah to Madras, and
71.5 per cent for Coorg oranges sent from Pollibetta to
Bangalore. {Marketing Series 155) It is reported that the
high percentage return to growers of Pollibetta is due to
the fact that they sell directly to the growers’ co-

operative society at Bangalore. On the other hand, growers’
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share at Ganganagar is the lowest as the produce is sold to
wholesalers, who in turn sell it to retailers in Delhi.
Another study pertaining to the marketing of grapes in
Punjab revealed that growers’ share was as high as 71.5 per
cent when produce was sold directly by growers at the
wholesale market and it was only about 54 per cent when sold

to the contractor at the village (Singh et al., 1978).

Another study pertaining to pétatoes in Jalandhar
market, which handles more than 45 per cent of the produce
in Punjab, estimates growers’ share to be about 55 per cent
of the consumers’ rupee. It observes that the wide price
spread can be reduced by cutting down market fee and
commission of agents (Chatha and Kaul, p.231, 1979). Another
study pertaining to vegetables 1like Beans, Brinjal and
Cabbage at Bangalore market (BGR Prasad, p.211, 1979) puts
that wide ©price spread down as an indicator of market
imperfections. It points out, that due to wide price spread,
the producers’ net share ranged between 55.2 to 58.9 per
cent. This situation is attributed to the huge profits
accruing to commission agents. The study recommends that
commission fee be reduced in order to narrow down the price

spread.
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Marketing infrastructural facilities like transport and
storage also influence ©price spread. A study conducted by
Hardlal et al. in Kurukshetra and Karnal districts of
Haryana, the main onion-growing regions of the state,
indicates that traders earn more profits by building up
stocks during peak period and releasing them during lean
periods. It suggests that farmers be provided with adequate
storage and credit facilities, besides minimum support price

and instal procurement of produce for efficient marketing of

onions,

A study conducted by Negi and Swarup pertaining to the
marketing of stone fruits like plums and peaches in Himachal
Pradesh indicates that growers’ share was 36 per cent and 40
per cent respectively. It recommends the implementation of
policy measures such as suitable packing materials,
providing cheaper transportation facilities and market

regulations for rendering better market services.

Das's study on the marketing of vegetables and fruits
in Papua New Guinea attributes the price spread to high
transport cost and spoilage besides large margins at the

retail level (p.212, 1979).
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Growers' share in the consumers’ rupee in the case of
foodgrains and commercial crops seems to be higher compared
to the fruits and vegetables. For instance, a study
pertaining to foodgrains conducted at Bihar indicates that
growers’ share is as high as 76 per cent, 82 per cent and 76
per cent in the case of wheat, rice and maize respectively
(Pandey 1979). Another study conducted at Bihar pertaining
to rice, wheat and maize, indicates that growers’ share is
over 86 per cent, 76 per cent and 76 per cent respectively

(Sinha et al., 1979, p.139).

Yet another study on price spread of rice covering the
important rice-growing states of the country divides the
agricultural year into four quarters. Quarterly figures
range between 76 to 85 per cent in Andhra Pradesh and Bihar,
76 to 86 per cent in Karnataka, 80 to 86 per cent in Orissa,
78 to 86 per cent in Tamil Nadu, and 70 to 73 per cent in

West Bensgal (Joshi and Sharma, 1979, p.133).

Certain studies also point out that the growers’ low
share in the consumers’ rupee is an indication of market
inefficiency (Desai 1979, p.55; Negi et al., 1989, p.24).
Further, the net price spread defined as total price spread
minus marketing cost is also considered to reflect the

degree of market efficiency (Joshi and Sharma, 1979, p.130).
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By and large, the literature on price spread of
agricultural commodities reveals that the growers’ share for
perishab}e items like fruits and vegetables is low - between
one-third and half - while for less perishable items like
foodgrains and commercial crops it is four-fifth of the
consumers’ price. Secondly, it is clear that price spread
depends on the number of functionaries involved in the
process of marketing. Thirdly, the low share of growers is

believed to be an indication of market inefficiency.

Review of Methodology Measuring Market Efficiency

An analysis of existing literature indicates that there are
basically three approaches to the study of market
efficiency. Firstly, there is the market structure, conduct

and performance approach. Here, the criteria for a perfect

market, i.e., sellers’ and buyers’ concentration, free entry
and exit, market awareness, absence of collusion, product
differentiation, etc., are examined. Then, market, market
integration analysis is done. The market 1is considered

efficient if price differences over space, time and form are
equal to cost incurred towards transportation, storage and
processing respectively. The studies of Cummings, Hariss,

Faminow et al., Lele, Jasdanwala, Subba Rao, Agarwal, etc.



have adopted this approach. Price relationships are
established with the correlation method. However,
establishing market integration with simple correlation
coefficient is found to be unsatisfactory by various authors
(Ravallion, 1986, pp.102-108; Blyn, 1973, pp.56-59; Rudra,
1982, ©pp.40-41). They have established that it is possible
to get a coefficient of significant order with two different
sets of prices. Therefore, obtaining the coefficient of even

one does not necessarily mean that the markets are

integrated over space, time and form.

Secondly, there 1s the price spread approach wherein
market efficiency is analysed by growers’ share in
consumer’s rupee and the magnitude of margins at different

stages of marketing, viz., assembling, wholesaling and

retailing.

The existence of intermediaries 1is an 1inevitable
feature 1in any marketing process, but the extent of profit
margins retained by them in relation to the services

performed is a debatable issue.

In developed market economies, the lower share of
growers in the consumers’ price may, in fact, reflect a

higher degree of market efficiency. This is because services
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such as ©processing, packing, grading and so on lead to
higher technical efficiency. Therefore, the consumers are
prepared to pay more. But in undeveloped countries like
India,\ agricultural commodities are usually sold at the
place of production, mostly 1in an unprocessed form under
conditions of distress sale. The question 1is whether the
percentage share of growers’ itself speaks of the efficiency
or otherwise of the market. It should be noted here that the
percentage share of the grower is in the «consumer’s ruppee
may not be the +true indicator of the worse off of the
growers. What is more important is to see whether the grower
is getting a price over and above the combined cost of
production and marketing. Even if the share of the grower is
high, but lower or just equal to these costs, the grower is
better off. This is a situation arising usually on account of
a glut in the market. On the other hand, if the percentage
share of growers is low, but if prices obtained are above the
cost of production and marketing, then, the growers are not

worse off, as generally believed.

When the growers manage not only to meet their costs, but
also obtain an 1income over costs, it 1is definitely an
indication that the consumers are worse-off, even 1if the

growers’ share in the consumer’s rupee is low. The wider the

price spread, the larger the margins accruing to



functionaries involved in the process of marketing and higher
the price consumers have to pay. However, this «contention
holds good only if the marketing cost in terms of processing,
packiné, transport, etc., does not form a larger share of the

price spread as compared to the profits of the market

functionaries.

To quote, framers share tells very little about the welfare
of the farmers. Producers will be better off, regardless of
what happens to the farmers share statistic, if farm costs
decline relative to prices, nor does it decline in the share
of the consumers dollar going to farmers necessary mean
marketing firms are performing poorly. The decline may simply
reflect the increased costs of marketing inputs, such as
labour. Price spreads provide only a4 starting point in an
attempt to evaluate the performance the food industry.
Measure of efficiency and profits earned by marketing firms
also must be examined to determine wheter or not margins are
excessive {Hammond, 1967; national Commission on Food
Marketing, 1966, p. 19 in Tomeck, et al, 1977, p.117-18).
However, the percentage share of growers reflects market
ineffficiency on when different shares of the consumers
ruppee occur for the same or similar form and location. for
instance, produce sold through private traders and co-

operative societies, gives two different shares for the same



produce at the same place. Then the marketing system which

offers a higher percentage share to the <rowers can be

regarded as a more efficient system.

Lastly, there is the price analysis approach wherein the
price transmission between growers and retailers in a market
is examined ( Bislaih et al. 1984,p.273-290, H.W. Kinnucau,
1987; p.285-291, R.W. Ward, 1982, pp.205-211, ; George, 1984,

pp'265_271, )o

The adoption of any one approach cannot provide
sufficient insight. It is essential to adopt a combination of
approaches to gain comprehensive knowledge. For example, a
market may satisfy all the existing criteria of a competitive
market situation, but if the growers are not gsetting
sufficient remuneration to meet the costs incurred, the
market is not efficient for them. Further, it is difficult to
distinguish between normal and abnormal profits of market
intermediaries. According to Lele, unstable market
conditions 1in India provide a numbér of opportunities for a
skilful trader to make profits. He is better informed about

price and demand conditions.

. Further, as regards the condition of "free entry" Rudra

points out that there are two markets. The first one lasts
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over the first harvest period and the immediate post-harvest
period. The second prevails over the period preceding the
next harvest period. The sellers in the first market are
usuall& poor farmers and traders. The sellers in the second
market are rich farmers, and the buyers are traders and poor
peasants, who enter the market as consumers, often
purchasing at double the price of the first market. The poor
farmer is a victim of distress sale in the first instance.
Further, even if a market situation satisfies all the
criteria of perfect competition and even 1if market
integration over space, time and place is established, there
is every possibility that practices like weighment, payment,
method of sale, and credit from non-institutioned agencies
on the part of growers, may not be conducive enough to
protect the interest of the growers (see Rudra, pp.45-46).
To quote Jasdanwala '"Cultivators themselves must be free
from restrictive 1influences. They must not be heavily
indebted to private agencies. Their decision as regards

time, place, agency and method of sale must be unfettered"”.

Even if the growers’ share is large, it does not necessarily
mean that they are getting remunerative prices because it 1is
the net 1income of the growers that gives their actual

position. Further, the magnitude of the margins themselves
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does not indicate the efficiency or otherwise of the market.
The distribution of margins between cost and profits should

be analysed keeping in view the risk factor and the

opportunity cost involved.

Rudra points out that it 1is necessary to fulfill
competitive conditions but these are not sufficient. If the
analysis of competitiveness of the market in terms of the
existing criteria of perfect market and spatial and temporal
pricing integration are necessary conditions, a study of the
existing market system in terms of its practices may be

considered sufficient conditions for an analysis of market

efficiency.

Objectives

Given the shortcomings stated so far, this study is an
attempt at taking a more comprehensive approach to the study
of marketing efficiency with regard to fruits and
vegetables., Specifically, this study examines the economics
of the fruit and vegetable, market system, market structure,
price spread, price transmission and comparitive deficincies

of private traders and co-operative marketing societies.

31



does not indicate the efficiency or otherwise of the market.
The distribution of margins between cost and profits should

be analysed Kkeeping in view the risk factor and the

opportunity cost involved.

Rudra points out that it is necessary to fulfill
competitive conditions but these are not sufficient. If the
analysis of competitiveness of the market in terms of the
existing criteria of perfect market and spatial and temporal
pricing integration are necessary conditions, a study of the
existing market system in terms of its practices may be

considered sufficient conditions for an analysis of market

efficiency.

Objectives

Given the shortcomings stated so far, this study is an
attempt at taking a more comprehensive approach to the study
of marketing efficiency with regard to fruits and
vegetables. Specifically, this study examines the economics
of the fruit and vegetable, market system, market structure,
price spread, price transmission and comparitive deficincies

of private traders and co-operative marketing societies.

31



1.5.1

Market System

Generally, the marketing system is considered inefficient or
unsound if the existing marketing practices reflected in terms
of storage, weighing, grading, place of sale, method of sale,
agency of sale, etc., are not favourable to growers. Hence, an
attempt is made to study the nature of the existing marketing
practices with regard to fruits and vegetables. Further it is
examined whether the existing marketing system helps reduce the
elements of risk and uncertainty. In this context, the issues
that are examined are: Is familiarity on the part of growers the
sole criteria determining agency of sale? If so, will it affect
market efficiency? Does the practice of non-grading and non-
weighing by growers affect their interests and hence market
efficiency adversely? Does sale through credit on the part of
the mediating agency result in poorer bargaining capacity on the

part of the grower, thus affecting market efficiency?
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1.5.2

1.5.3

Market Structure

In the present study, market structure is examined in terms of
both the institutional and organisational aspects. The
institutional aspect covers the channels through which
commodities reach the final consumer and the type of market
functionaries involved. The organisational aspect comprises
the nature of the market reflected in terms of competitiveness
or otherwise. The competitiveness of the market is analysed
in view of existing criteria like seller's concentration,
market awareness, free entry, absence of discriminatory
practices, etc., However, temporal and spatial price
integration are not dealt with due to non-availability of

required data.

Price Spread

Here, growers' share in the consumers' rupee under different
market channels for each of the selected fruits and vegetables
will be examined. The types of market costs incurred and the
extent of profit margins accuring to the various market

functionaries involved are also examined.
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Specifically, the issues examined are:

(i) Does larger number of functionaries involved
result in lower share of ¢growers’ in the
consumers’ rupee?

(ii) Does l;rger share mean higher income to the
growers?

(iii)Are margins accruing to different market
functionaries are in accordance with services

rendered, measured mainly in terms of cost incurred

by them.
(iv) Does large number of functionaries involved result

in larger price spread and market inefficiency?

Price transmission

An

attempt 1is also made to study price transmission from

retailer to farmer. The main issues examined are:

ii.

iiti.

There exists a close link between the retail and the farm
price.

Market system is such that changes in the retail price are
communicated to the farm sector in the same proportion.
Fluctuation in the retail price are dreater as compared to
the farm price and hence the benefits of the price

increase are not transmitted to farming sector

effectively.
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Specifically, the issues examined are:

(i) Does larger number of functionaries involved
result in lower share of ¢growers’ in the
consumers’ rupee?

(ii) Does l;rger share mean higher income to the
growers?

(iii)Are margins accruing to different market
functionaries are in accordance with services

rendered, measured mainly in terms of cost incurred

by thenmn.

(iv) Does large number of functionaries involved result

in larger price spread and market inefficiency?

Price transmission

An attempt 1is also made to study price transmission from
retailer to farmer. The main issues examined are:
i. There exists a close link between the retail and the farm
price.
ii. Market system is such that changes in the retail price are
communicated to the farm sector in the same proportion.
iii. Fluctuation in the retail price are ¢greater as compared to
the farm price and hence the benefits of the price
+ lncrease are not transmitted to farming sector

effectively.
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Here the main objective is to establish whether marketing

through cooperatives 1is a better system from the growers'’

point of view. Efficiency of an alternative market system is

7
analysed in terms of growers share in the consumers
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the farm prices by the

ruppee,

co-operative
societies and ©privarte traders to the growers and finally

relative stability of the two markets..

Methodology

The required data hawe been obtained through $urveys and
structured questionnaires developed for the purpose. The
survey was conducted in the year 1980-81. However, in order
to studa the price transmission and the relative importance
of the co-operative societies vis.a.vis private traders,
secondary data are used.And this data are collected for years
1985 to 1990 as they were not available for the earlier

period for all the selected commodities.

Study Design

AR

The study is carried out at three different levels of

marketing, i.e.,
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(ii) Commission agents and/or traders’ level

(iii) Retailers’ level

At the Growers’ level, information has been collected
regarding farm size, yield per acre, total produce, timing
of crop ¢grown, cost of production, storage, financing
agency, mode of packing, mode of transport, grading, price
received, place of sale, agency of sale, cost of marketing,
etc. Similarly, information collected at the commission
agent and/or traders’ level <covers nature of business
(single commodity or multiple), trade experience (number of
yvears in the trade), agency of supply, source of arrivals,
seasons of arrivals, contact with the supplier, grading the
produce on their part, nature of sale, storing on their
part, market charges, cost of marketing, method of sale,
etc. At the retailers’ level, the information collected is
about nature of business {single or multiple), trade

experience, agency of purchase, nature of purchase, source

of purchase, cost of marketing, purchased price and selling

price, etc.

Selection of the Markets

5

Bangzalore city . chosen for the present study as it

is one of the major trading centres of fruits and vegetables
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in southern 1India in general and the state of Karnataka in

particular. There are three wholesale markets for non-
regulated commodities Bangalore <city, namely the Krishna
Rajendra Market (KR Market), the Russel Market and the

Malleswaram Market and one for regulated commodities, i.e.,
Yeshwantpur Market. Yeshwantpur Market is meant exclusively
for regulated commodities 1like onion, potato and other
foodgrains which come wunder purview of the Agricultural
Produce Marketing Committee. Here it should be noted that
the first three wholesale markets deal only with non-
regulated fruits and vegetables although re-wholesaling and
retailing of both regulated and non-regulated commodities is
also carried on in these markets. Hence the KR Market (for
non-regulated vegetables) and Yeshwantpur Market (for
regulated vegetables) have been <chosen for the study of
commission agents and/or traders. The KR Market is situated
in the centre of the «c¢ity and is the oldest and largest
market both from the point of view of number of traders
i.e., commission agents, re-wholesalers and retailers, as

well as quantum of arrivals.

At the third and final stagde of marketing, namely,
retailing, ten (10) important retail markets have been
chosen which are registered under the Bangalore Corporation.

The selected retail markets are Russel Market, KR Market,
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the markets of Malleswaram, Jayanagar, Gandhi

Bazar,
Seshadripuram, Ulsoor, Munireddvpalvam, Cox Town and Gandhi
Nagar. These markets are located in some of the important
localities of Bangalore city (See Map 1.1 page ..). The

retailers get their requirements especially of non-regulated
commodities mainly from the KR Market with the exception of
Malleswaram and Russel Markets which have vegetable

wholesale markets attached to thenmn.

Selection of Fruits and Vegetables

In the present study, two fruits (orange and grape i.e., the
Bangalore Blue variety) and three vegetables (onion, potato

and tomato) have been selected on the follow:ng grounds

(i) There is demand for these commodities

throughout the vear.

{i1) These commodities constitute a bigdger
share in the consumers’ basket.

(iii) The five selected commodities are not
only produced in the state in a large way but
supply of these commodities to the Bangalore
wholesale market is also large.

. {iv) From the point of view of ¢growers, traders

and consumers, there seems to exist an

38 e



Selection

organised relationship in the transfer and

final disposal of these selected commodities.

of the Areas of Production in respect of Selected

Commodities

The selection of the areas of production of each of the

five commodities has been based on two criteria. They are:

The

(i)

The concentration of area under the
respective commodities i.e., percentage of
area under cultivation to~total area under
cultivation of particular selected commodity
in the state, district and taluk, and hobli%*
respective in the year 1979-80.

The relative contribution of the respective
places of production to the Bangalore
wholesale market on the basis of general
observation and discussion with the concerned
authorities of the Department of

Horticulture, Government of Karnataka.

selected areas of production are shown in the Map

1.2 (See pageﬂ&.%
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Selection of study area for Onion

Accordingly, although Dharwad district had the highest area
under onion (i.e. 38 per cent), the district of Chitradurga
(22.6 per cent) was selected, because discussions with
horticulture authorities revealed that the contribution of
the latter to the Bangalore wholesale market is higher as
compared to that of the former. Similarly, the Jagalur taluk

of Chitradurga district and a Hobli of Jagalur taluk was

selected. Five villages were taken based on the area under

Onion as revealed by the Rvenue Officer. In tota, 135 growers
were interviewed. The number of sample households from each
of the selected houeholds is given in table 1.1, keeping the

sample fraction constant.

TABLE 1.1 : Number of total households and the corresponding number

of sample household taken in the selected villages

Name of the No. of Sample
sample villages Households Households
Jagalur Kasba 257 38
Maranna Halli 138 20
Maranna Pura 346 51
Chickamarannahalli 131 19
Bomannahalli 46 7
918 1356 (14.7%)
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Selection of the Study area for Potato

Hassan district has the highest percentage of area under
Potato (51.9 per cent) in the state and its contribution to
Bangalore market is large. Therefore it was chosen for the
study. Similarly Hassan taluk of the district was selected as
it has the highest percentage of area (87.6 per cent) under
potato cultivation compared to other taluks in the district.
Five wvillages with concentration of a;eas under potato were
selected from the chosen Hobli and the required iﬁformation

collected from 135 growers selected randomly keeping the

sampling fraction at 10.97% (see table 1.2)

TABLE 1.2 : Number of total households and the corresponding number
of sample households taken in the selected villages

Name of the No. of Sample
sample villages Households Households
Chickakondagulle 210 23
Tajur 175 19
Hurlahalli 244 217
Buwamanahalli 134 15
Daulepura 168 51
1231 135 (10.97%)

Selection of the Study area for Tomato

Unlike the other commodities under study, the area wunder
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tomato changes tremendously from one district to the other
each vear. Hence, an average of three years 1977, 1978 and
1979 has been taken into account. Accordingly, Kolar district
has been selected although Tumkur district had the highest
area under tomato for the year 1979-80. At the second stage
of selection, Malur taluk of Kolar district is selected as it
has highest percentage of area under tomato compared to other

taluks of the district. From the selected Hobli of Malur

taluk, five villages were selected on the basis of
concentration of area under tomato and the required data were
collected from 135 growers of these villages, keeping the

sampling fraction at 22.2%, (see Table 1.3)

TABLE 1.3 :  Number of total households and the corresponding number
of sample households taken in the selected villages

Name of the No. of Sample
sample villages Households Households
Doddakadtur 60 13
Dodshivara 196 14
Araleri 206 16
Santohalli 73 16
Boppanahalli 73 16
608 135 (22.2%)
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Selection of the Study area for Orange

For orange, Kodagu district was selected as it has 91.7 per
cent of the total area under orange cultivation in the state.
Similarly, Virajpet taluk of Kodagu district was selected as
it has the highest percentage (69 per cent) of area under
orange cultivation as compared to other taluks. A Hobli of
Virajpet taluk and five villages were selected keeping in
view the concentration of area under orange cultivation and
the required data were collected from 135 growers of these

villages, selected randomly. and the sample fraction is 5.19%

{ See Table 1.4)

TABLE 1.4 :  Number of total households and thg corresponding
nunber of sample households taken in the selected

villages
Name of the No. of Sample
sample villages Households Households
Attor 350 18
Nettor 548 28
Balele 691 36
Mayamudi 229 12
Hebbali ' 782 11

2600 135 ( 5.19%)
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Selection of the Study area for Grapes

As far as the area of production of grapes 1is concerned,
Bangalore district was selected as it has the highest
percentage (61 per cent) of area under grape. At the taluk
level, Hoskote taluk (35.3 per cent) of Bangalore district

was selected. From the chosen taluk, a Hobli and five

villages were selected and the required data were collected
from the 135 growers of these villages. The sample fraction
in this case is 28.72% ( See table 1.5).

TABLE 1.5 : Number of total households and the corresponding number
of sample households taken in the selected villages

Name of the No. of Sample
sample villages Households Households
Hoskotakasba 18 5
Lokkondahalli 164 17
Opparahalli 79 23
Wabsandra 85 241
Allapanhahalli 124 36
170 135 (28.72%)
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Selection of Growers

While selecting the growers, the usual method of
categorizing the growers and then selecting them according
to stratified random sampling was not followed. On the other
hand, 135 growers were selected randomly from the respective
selected villages for each of the selected commodities and
then categorised. For this purpose, the selected growers
were arranged in ascending order as per size of holding.
Three categories are formed, with 45 growers 1in each
category, i.e., small, medium and large. Here, as the size
of holding of the growers was not the same for all five
selected commodities, wuniform categorization of growers in

terms of size of holding was not possible (see Table 1.1L).

Table 1.L Categorization of growers as per size of

holding for the selected commodities (Acres)

Category Onion Potato Tomato Oransge Grape
of

growers

Small 3 2 2 20 5
Medium 3-8 2-4 2-5 20-50 5-15
Large 8+ 4+ 5+ 50+ 15+
Source : Field Observation, 1980-81.
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1.6.6

Selection of Commission agents and/or traders

In order to select the commission agents, a pilot study was
conducted in the month of November, 1979, and information
collected with regard to the nature of business, number of
vears in the business, proportion of the commodity traded
directly from the growers and other market functionaries,
and quantity dealt with in the previous year and its value.
During the preliminary study, almost all the 81 available
commission agents were interviewed personally, comprising
specifically of 15 agents for onion, 19 for potato, 24 for

tomato, 13 for orange and 10 for grapes.

On the basis of turnover, three categories of
commission agents, namely, small, medium and large were
obtained. Accordingly two commission agents in each category
were selected for the five selected commodities. In all, 30

commlission agents were interviewed.

~
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Table 1.% : Categorisation of commission agents on t

&

basis of turnover (qtls)

fategory of Vegetables Fruits
COMMISSIiON ——— - oo e e e
agents Onion Potato Tomato Orange Grape
Small Less Less Less Less Less
than than than than than
5,000 10,000 1,000 5,000 400
fedium 5,000 10,000 1,000 5,000 400
to to to to to
40,000 20,000 2,000 10,000 2,000
large 40,000+ 20,000+ 2,000+ 20,000+ 2,000+

)

Source : Field Observation, 1979-80.

Selection of retail markets and retailers

From the ten chosen retail outlets of Bangalore city, it was
possible to interview 80 retailers for all five commodities
with a structured questionnaire. Of the eighty retailers, 50
dealt with the selected vegetables and 30 with the selected
fruits. The number of retailers interviewed from each of the
selected retail outlets for the fruits and vegetables under

consideration are presented in Table 1.%.

-
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Table 1. 8 : Number of retailers interviewed from the

selected retail outlets

Sl. Name of Vegetable Fruit
No. Market retailers retailers
1. KR Market 10 5
2. Russel Market 8 4
3. Malleswaram Market 8 4
4. Jayanagar Market 8 4
5. Gandhi Bazar Market 4 3
6. Seshadripuram Market 2 2
7. Ulsoor Market 3 1
8. Cox Town Market 2 1
9. Munireddypalyam Market 2 4
10. Gandhinagar 2 4
Total 50 30

1.7 Field Work

Field work was carried out from October 1980 to April 1981.
To began with, growers and village level functionaries like
the village merchant and pre-harvest contractors were
interviewed. Subsequently commission agents and/or traders

at the. wholesale 1level and retailers at different retail
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1.8

outlets were interviewed during and/or after the harvesting
period of the respective commodities. For example, the
growers and village merchants of onion and potato were
interviewed during October-November, 1980. This was

immediately followed by <collection of information at the

commission agents’ and/or traders’ level and that of the
retailers. As far as tomato is concerned, the growers were
interviewed in March 1981, and information obtained from

commission agents and retailers subsequently. With regard to
orange, information at the field level was collected from
growers and pre-harvest contractors during December 1980.
Thi; was immediately followed by data collection at

wholesale level from commission agents and/or traders and

retailers. For grapes, the required information from
growers, village merchants and commission agents-cum-
contractors was collected 1in February 1981. This was
followed by data collection from commission agents,

commission agents-cum-wholesalers, and retailers.

Concepts Used in the Study

Market Syvstem

This refers to the existing marketing practices on the part

.

of the growers and traders in terms of place/nature of sale
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(a)

(b)

and source of arrival as well as period of arrival of

commodities to the Bangalore wholesale market.

Place of Sale

Place of sale refers to both the growers’ as well as
traders' point of view. In connection with growers it
implies whether +the growers sell in the field or at the
primary wholesale market at the taluk 1level, or at the

Bangalore wholesale market, or market centres outside the

State.

The traders’ point of view, it refers to whether the
produce 1is sold by the traders in Bangalore city, consuming

centres within the State and/or outside the State.

Agency of S

o

This also refers to both from growers and traders. From the
growers’' point of view, it refers to the functionaries to
whom growers dispose of the produce, like village merchants,
pre-harvest contractors, commission agents at the primary

market, or the Bangalore wholesale market.



(c)

(d)

The agency of sale from the traders’ point of view

refers to the forwarding agencies to whom the produce is
sold, i.e., re-wholesalers, retailers, hawkers,

etc.

'ime of Sale

'his refers exclusively to the grower. It refers to whether
.he growers sell 1in the immediate post-harvest period or
thether they store the produce and- sell according to the

rice situation in the market, especially with regard to

ess perishable items like onion and potato.

ethod of Sale

his indicates whether transaction takes place through open
ale or auctioning. Under open sale, the produce is
isplayed for inspection and sale takes place after mutual
argaining and with the <consent of the selling and
urchasing party. Under auctioning, the bidding for produce
akes place. In both systems of sale, the middleman, pamely,
he commission agent, gets his fee in the form of fixed

srcentage of the sales.



(e)

8.2

. 8.3

Nature of Sale

This denotes whether transaction takes place on the basis of
credit or immediate payment. Here the forwarding agency is
the commission agent-cum-wholesaler. He is the creditor. The

purchasing agency, the debtor, is the retailer.

Market Structure

This refers to the institutional and organisational aspects
of the market. The 1institutional aspect refers to the
marketing channels through which the produce is passed from
one market functionary to the other right from the growers
to the consumer. Marketing channels also explain the

function of different agencies involved in the process of

marketing.

The organisational aspect refers to the nature of the

market, i.e., its competitive nature or otherwise.

Price Spread

In the present study, the term price-spread indicates the

difference between the price received by the growers and the

price paid by the consumers. [t involves both the costs



incurred and the profit margins realized by the

functionaries. The term cost as incorporated in price spread
can be classified into cost incurred by village-merchants,
pre-harvest contractors, and/or commission agents-cum-
contractors, commission agents, retailers etc. Cost incurred
by the village merchant includes <costs on packing,
t?ansport, commission charges and personal expenses involved
during marketing. The costs incurred by the pre-harvest
contractor and commission agent-cum-contractor are watch and
ward, harvesting, packing, transport, commission charges,
etc. The market cost of commission agents include rent,

electricity charges, license fees, phone and labour charges.

Cost incurred by retailers are 1in the form of cess
charges, transport, labour charsges, rent, electricity

charges and spoilage till disposal of the produce.

Market functionaries denote the intermediaries involved
like the village merchant, pre-harvest contractor,

commission agent-cum-wholesaler, re-wholesaler and retailer.

The Village merchant functions at the primary level. He
purchases from the growers and assembles the produce to

transport to wholesale markets,
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The pre-harvest contractor undertakes the contract

whenever the growers lease out their produce, about one to

four months prior to the actual harvest period. The
functions performed by him include watch and ward,
harvesting, transporting and final disposal of the produce

usually at the wholesale markets.

The commission agent is the middleman between the

supplier (grower, the wvillage merchant and pre-harvest
contractor) and the buyer (re-wholesaler and retailer). He
mediates the trade, and does not own the produce. On the

other hand, he gets commission for his services.

The commission agent-cum-wholesaler functions not only
as a middleman and obtains commission, he also purchases the
produce from the seller and sells it at his convenience
depending on the market price. This practice is very common

in Bangalore city with resard to fruits.

The re-wholesaler purchases through the commission
agent either from the grower himself or the village merchant
and sells it on a re-wholesale basis, i.e., minimum quantity
sold is two-and-a half kg. This functionary 1is quite

predominant at the KR Market. The purchasers are usually

petty retailers, hotels, hostels and other bulk consumers.

55






