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Price Spread of Agricultural Commodities ®

by
I, SRIBAMAN !

Synopsist An attempt has boon made in this paper to analyse
‘Price spread” and the factors nesociated with them for important
agricultural commodities based on tho date collected during 10063-"64
marketing seazon. The profil margin of wholesalers and rotailers,
the producer's share on consumer’s prico and the rolo played by the
Regulated Markots in increasing producor's share of consumer's
price are also discussod for crops like paddy, banapa, onion and
groundnut.

Introduction : The difference between the price paid by the consumer and
the price received by the producer of an agricultural commodity, is termed as
the * Price Spread’. This price spread usually represents the cost of marketing
and includes charges incurred for handling, transport and assembling besides the
profits appropriated by the middlemen, Price spread studies enable ascertaining
the marketing costs, with a view to find out ways and means of lessening
the same for the benefit of both the growers and the consumers. Even in
advanced countries like TUnited States of America and England, where the
farmers are more enlightened, the share of the consumer’s price received by the
producer is only about 50 per cent at times. To encourage the agrioulturists
to produce more, it is imperative that we should create conditions wherein
the producer may be able to get a larger share of the consumer's rupee,
Hence, these price spread studies are important and necessary, so that the
bottlenecks in marketing may be eschewed and a scientific assessment of the
need . and efficiency of the various agencies employed in marketing may
be made.

Agricultural produce, whose production is scattered over wide areas and
18 grown under diversified conditions, is not standardised and is bulky, sometimes
perishable. IL arrives in small lots and bence pose a number of problems in
marketing unlike manufactured goods, It is, therefore, accepted thut marketing
of agricultural produce is more expensive than that of manufactured goods.
Thero are numerous middlemen employed in the marketing of agricultural
produce, ss village werchants, itinerant - merchants, commission agents,
wholesalers, processors and retailers. Il is commonly felt that {he margins
appropriated by these middiemen is responsible for the wide priece spread of
commodities. Such general statements are likely to mislead o scientific study
of the price spread, and may bog attempts to trace out the actual pitfalls in the
existing marketing system. An attempt has been made in this paper, to study
the price spread of diversified agriculturul commodities like paddy, groundnut,
banana, onion and vegetables like brinjal and tomato.
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Methodology : The costs and margins were computed by 'f‘.rli'ill.":'lt:i;";'J
particular consignment from the producer to the consumer at d:Harent -places of
galo and storage. The difficulty in this method is that some of the middlémon
may not diselose their actunl profits, As the marketing costs vary under diﬁereut-'
gonditions, truly representative samples have to be studied. Theso errors Thave
been minimised by asking the Marketing Officers, who have specialised knowledge.
of such enguiries, to send the data from the various important growing ereas of
Madras State and the same have been carefully checked before making use of
the material for this study. The data were collected during the 1963—64
marketing season from the normal important trade chennels and the inferences
are only indicalive, as any study of such vast dimensions. necessarily should be.
The analysis of margins for different items are given below for the different crops.

Results: _ |
- A, Pappy: Price spread of paddy converled into machine milled
parboiled rice, (Percentage figures)

Tiruverur e Ammapet
(Thanjavur ~ Kumbakonam ~ (Thanjavar
district)  (Thanjavar dt.) - district)

Particulars to Cochin ~ toIollengode * to Quilon
(Kerala (Kerala State) (Kerala
State) State)
(1) (2) (3) S O

1. Producer's share of the con-
sumer’s price as received at
the village we 7850 7998 80-61

2. Parboiling and milling charges ...  4:61 349 378

3. DPBrokerage and commission
to village merchants, itin

erant merchants, etc. e 0978 078 186

4, Transport.charges e 668 663 638

5. Cost of gunnies we 210 2:00 1-93

6, Wholesaler's margin v 1:08 117 1-45

7. Miller's margin we 18T 177 1-89
8. Miscellaneous | including

Sales Tax) we . 2:110 1:91 0-07

0. Retailer's margin e 280 . 234 1-93

10. Consumer’s price . 100:00 100-00 100-00

In paddy, which is converted into parboiled rice and sold (as is the case
mostly }, nearly 80 per cent of the consumer’s price is passed on to the prudur:rer
which is a fair share indeed., The mtermedmr:es take away only about six
per cent of the consumer’s price, while the transpcr# chargau account for nearly
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six per cent and processing charges four per cent, The cost of containers
talies' away two percent, This shows the efficicnoy of marketing of paddy in
Thanjavur distriet.

B. GrouxDxUT:

Cuddalore (S. Arcot
distriet), Crushed into

Fartiontars oil and enke in the
expeller machine
1. Producer’s share at the Farm 81-06
2. Brokerage and commission charges yet —
3.. Transport charges ine 3:26
4. Cost of gunnies 1-47
5. Processing charges 359
6. Wholesaler's margin 302
7. Miscellaneous (including Sales Tax) 2-67
8, Retailer's margin - 4-03
0. Consumer’s price : 100-00

Groundnut is largely grown in South Arcot distriet and the price spread
study in Cnddalore is representative of the South Arcot conditions. The
Marketing legislation for groundnut in South Arcot district is functioning very
well with large arrivals of groundnut kernels to the various Regulated Markets,
funetioning there. No commission or brokerage is incurred as the groundnut
kernels are purchased in the Regulated Market at Coddalore and only cess is
paid by the purchaser to the Market Committee, Nearly 82 per cent of the
consnmer’s Tupee is passed on to the grower of groundnut in South Arcot district,
thus showing the efficiency of marketing as effected by Regulated Markets in
Madras State.

(. Baxaxa: (Poovan variely)

a Nanguneri
Tha:éuvur (Kanyakumari
Madras distriet)
to Tirunelvelli
1. Producer’s share of the consumer’s rupee

as sold at the plantation we 06042 7159
9,  Brokerage or commission 1:51 173
3. Transport we 1363 8:27
4, Wholesaler's' margin 003 890
5. Discellancous-(including Sales tax) 1'51 3:33
6. Retailer's share e 13400 612
7. Consumer’s price e 100-00 100:00
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Poovan variety of banana is largely grown -in the districts of, Tﬁﬁi’ijﬂfﬁ'uf
and Kanyaskomari. Here, only about two thirds of the nmlsumcra rupea i8
passed on to the grower, The wholesalet’s and retsiler’s margin. are. faul}' hlj,ll‘_
varying from 15 to 23 per cent Lo cover. the risks of loss by spoilage being o
perishable commodity. The transport charges nlso are more, ag the commodity
las to be transported withont getting damaged,

D.. Oxrox;
Tiruppur to Avanashi
{mthm Coimbatore
d:atnut]
1. Producer’s share of the consumer’s priee at the farm ... 75 (ki
2. Brokerage or Commission 1-58'
3.  Transport charges 4-40
4. Cost of gunnies 092
9. Wholesaler's margin " ad 4-68
6. Miscellaneons (including Sales tax) o 1-38
7. Retailer’s margin 11-27
8. Consumer's price ' v 100-00

In the case of onion, which is not highly perishable like vegetables, nearly
three fourth of the consumer’s rupee is passed on -to the grower. The .retailer's
margin is unduly high, as he takes the risk of the onion getting spoilt.

E. VEGETABRLES:

Brinjals from Tomatoes from

Kulathur Dindignl
(Salem district) = (Madurai distriet)

to Madras - to Madras
1. Producer’s price at the farm s 52-62 66-68
2. Commission at Madras 4-19 450
3. Transport charges 12568 6:27
4. Cost of gunnies 2:13 1-62.
6. Spoilage vesr 568 . 488
6. Miscellaneous (including Sales tax) . ... 479 273
7. Retailer’s share i 18-11 13:02
8, Consumer's price . ' 100+00 . o000

Vegetables, find a market in places even 200 to 300 miles away and hence,
the transport charges take away a big slice.. The: growers or- their agents usually
bring the produce to Madras and sell it through commission agents. If the.
growers employ brokers or sell it to village merchants, the price obtained by the
grower would be still lower. From 'the commission agents, it is j.‘]_lﬂ_i‘-l‘lbll_‘tﬂd to
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rétailers in Madras City. The commission of fonr per cent and more is fairly high
considering the volume of transactions and the risks taken. It is seen that the
retailer’s share accounts for nearly 15 per cent even after allowing for actual
spoiloge. . In marketing of vegetables, transport and retailers are mainly
responsible for the higher prices. Spoilage to the tune of five per cent which is
the normal loss, is allowed and there may be cases, when the spoilage may be
more due to some adverse conditions.

Discussion and Conclusion: The Royal Commission on Agriculture
in their report (1928) stressed that bad communieations and chaolic conditions
of marketing encourago a superfluity of middlemen and the more effective means
of removing unnecessary middlemen arc the provision of good roads and the
establishment of a sufficient number of well regulated markets, easy of nccess to
the oultivators. While dealing with groundnut, it has been shown conclusively
as how the price spread is narrowed down considerably, due to the existence of the
Regulated Markets. It is imperative that the entire state is covered by Regulated
Markets, so as to provide marketing facilities io the agriculturists, within ten miles
racius, 50 as to enahble them to market their produce for the best price without the
intervention of unnecessary middlemen, InMadrasstate, seven distriets are covered
by the Madras Agricultural Produce Markets Act, 1959 and the remaining districts
would be brought under regulation shortly. There are already 81 Regulated
Markets and it is expected to have 150 more by the end of the Fourth Iive Year
Plan, so that all the assembling centres of agricultural produce may have fair
marketing facilities. A survey of the existence of proper roads from the interior,
undeveloped pockets of production to the marketing centres is being made and
with this information, it should be poessible to provide all road facilities for
transport of agricultural produce from nndeveloped pockets of production to the
assembling centres for remunerative marketing.

Regulation of marketing conditions in the entire notified area, like fixing
the maximum brokerage, commission and weighing charges, prohibitien of
unauthorised deductions like eharity, ** Mahimai” sample ete, ensuring correct
weighments and adherence to the proper unit weights as provided for in the
Madras Agricultural Produce Markets Act enahle the agriculturists to market
their produee in n fair manner. While regulated wmarkets may afford the
marketing facilities; some of the functions performed by the middlemen like
financing, long term storage nnd transport, may bave to be undertaken by some
agencies. The Co-operalive institutions are the besk substitutes for the middlemen,
The functions of the village merchants and the itinerant merchant ean be
accomplished by the village credit or multipurpose eo-operative socicties.
Co-operative Societics of agricultural producers in the primary markets can
easily displace the commission agents. At the consumer’s end, the retailer can
be substituted by Consumer’s Co-operalive Societies like the Triplicane Urban
Co-operative Sociely in Madrs, Thus, o chain of Co-operatives linking the
producers and consumers can cflectively replace the middlemen, Coordinated
work with the Werehousing Corporations for additional finsncing and long term
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storage and with the Regulated Markets for fuir marketing oon{htmnﬂ, shm:l-:il
certainly bring in an cra of prosperity to fhe producers and- the. cﬂnaumerﬁ inf
agricultural produce by narcowing down the price spread, '

Finaneing the agrienlturist, both for erop growth and marketing of produee,
which has largely remained in.the hands of the middlemen,  should be replaced
by cheaper and proper financing by the co-operatives and the banks through the
bonded warchouses. Storage facilities on scientific lines, whieh is badly lacking,
is Lo be provided by the co-operative societies in the villages and the wu.rehuuser-i
in the big assembling centres., Sale of pmdu&a by the ngrmu!tnrmta after
standardisation and grading, always brings in good returns. Scientific’ weading
facilities should be afforded to the agriculturists to pool their ‘produce and have
them sold accordiog to grades. Such grading facilitics do exist in the regulated
markets of the State for groundnut and paddy. Grading should be enforoed in the
co-operatives so that the produce can be purchased and sold on the basis of
quality only and the agriculturists may be benefited by the same. Pooling of
produce is possible in the co-operatives and large bulks of specific crades can be
offered for sale ab better prices, so that the producer can reap the benefits of
grading.  As it is, the traders grade the produce after purchase from the growers
and reap the benefits of grading thewselves. 1t should be possible, in due counrse
to transact business according to specific grades, preferably ** Agmark * grades and
to announce on the All India Radio the prices of commodities according to grades,

In the case of perishables like fraits and vegetables, the cost of marketing
is high due to the risks. Efforts are needed to reduce the wastage in transport
and this can be ensured by making available suitable wagon facilities with quick
transport.  Air conditioned wagons may be introduced wherever necessary.
Cold storage facilities in the exporting and importing centres of perishables
besides providing cold storage vans from the production centres to the leading
points and from the terminal points to the storage places, should go a long way in
accomplishing proper marketing. Such facility at reasonable cost is lacking in
Madras state. The Agricultural Department is taking steps to grow vegetables
around the consuming centres so that the tmuapnrt and the storage losses may
be minimised. : .

The retail prices of perishables show thet the retailer of vegetables takes a
larger share of the consumer’s rupee. In Madras City, fair price shops for
vegetables have, in a way, kept down the prices of vegetables for the benefit of
the consumer. A regulated market for vegetables at Mudras would be beneficial
both to the growers and.consumers, as Madras is a very big consuming centre
and also since vegetables are imported from places even 300 miles away,
Consumer’s Go-operative Societies for vegetables with cold storage facilities will
enable the agriculturist to realise better profits for his perishable produce and the
consumer to get fresh vegetables ab fair prices. Co-operatives can nlso undertake
transport of vegetables and other produce to pool them in the assembling centres,



