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‘Marketing and Market Structure for Grapes in Dindigul
Division - Madurai District

A, PALANISWAMY' and A, KANDASWARMY?

A study was conducted to find out the existing market structure and marketing

praclices for grapes.

It was revesled that 72 per cent of the farmers were selling grapes

by the contract sale. Marketing margin of the whole salers was 15.52 oul of 46.67 per
cent of marketing cost exclusive of all other charges met, The whole salers were able

to exploit hoth producers and retailers.

. With the extension of area under
grapes economic importance, particularly
the market facilities are assuming greater
importance. The market system preva-
lent for grape is weak and more condu-
cive for the intermediaries 1o play major
toles. In the present study an attempt
is made to study the market structure
and price spread in the marketing of

grapes.
MATERIAL AND METHODS

Dindigul _D,Evistn was purposively
selected for the study. A list of grape
growing villages in each of the three
selected blocks .was prepared and a
" total of B0 farmers was selected from
10 villages by random sampling method.
For studying the market structure all the
wholesalers and 10 per cent of the re-
tailers were interviewed. The study was
conducted in the year 1974-75.

REULTS AND DISCUSSION

Broducer farmets sell their produce
sither directly to the wholesalers at

Dindigul or through commission agents
at Madurai. The wholesalers themseives
do commission business also. Entire
process of assembling, grading and pac-
kaging is done by them. They arrangs
the supply to distant places through lomry
and rajl services, Kodai Road, Vellodu
and Dindigul are the imporiant assembly
markets doing whole sale business.

The wholesalers in Dindigul enter
into contract with producers io buy
grapes with field iiself at negotiatec
prices and sell the same 1o outsids
agents. In principle, they should buy
outright and have to sell at their risk. But
however, when the price o7 grapes ia!!
below the negotiated price, the wholz-
salers charge a commission as a percen-
tage upto ten percent of the value ol
produce sold by tnem from the producer:.
If the prices rule nigher, they ds
not share the same with produca-:
who are paid only the cfoniraciez
price. So the name "Commission agant’
it a rmis-nomer in respect of thaze
wholesalers. -
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Producers are in large numbers each
«upplying 2 small lol and so are retailers
azch selling small quantities. Therefore,
hoth zssembling market and retail trade
zppears 1o be competitive. Produce, by
suglity, is more or less homogereous.
However, produce differentiation by
guantity, the immobility of buyers and
zellers creates locational differentiation
in retail trade.  Therefore, in shandies
=nd at retail level, the market is a mono
polistically competitive one, This fact
iz supported by the performance of mar-
ket at these level as judged from the
variations in price, Estimated at the
same place and at the same time, varia-
tion in farm harvest prices is presented
in the Tabie L

TABLE I. Difference in prices paid by the
wholgsale agents 1o producersfkg.

Average price poid by the

Mame of Village  whale whole whole

saler salar salet

Mol No.2 Mo.3
Ambathural . 2.00 2.25 2.00
Kelakonai 2.3% 2.26 2.25
nMunnilakottai  2.50 2.2% 2.25
Panjampatty 2.50 2,76 2.50
Veerakkal 2.25 2.25 2.25
Adiyangothy 2,00 2.580 2,25
Thottanocothy 2,50 2.50 2,60
Pallapatti 2.75 2.50 2.50
A Vellodu 2,50 2,76 .25
Deramathupatly 2.50 2.50 2.50
Average 2.3B 2.40 2.30

The Table reveals that in the same vill-
zge, there exists different prices for the
came quantity of grapes purchased from
the grape growers.
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Therefore this price discrimination
makes both primary and terminal (retail)
markets monopolistically cormpetitive,
As the price noted is for the same variety,
viz, 'Pannir drakshai’ more or less of
similar guality, difference is mainly due
to other forms of differentiation - earlier.
cited.

MARKET STRUCTURE.

Wholesale market in grapes is more
important for its structure. The fruit
trade in the wholesale market was highly
concentrated in the hands of few Jargs
buyers who set the tone of market
Since the short term supply was highly
price in-elastic for perishables, it of fered
a scope for taking oligopsony gains. For
the Dindigul centre, which records a
transaction of about 1,300 tonnes on an
average, per annum, there are only three
wholesalers to buy the produce. This
concentration of trade in a.few hands
makes the market imperfect and offers a
good ground for exploition to flourish.
Therefore the performance of this mar-
ket was studied in detail to know the
basic structure of it.

First, the price spread was studied
to know the share of producers, in the
consumer rupee for Sale "through these
wholesale market. Then it was compared
with that for, sale directly to the com-
mission agents at Madurai who cater to
the needs of the retailers. The study
indicated that 66.67 per cent of total
produce in the area of the study was
received by the wholesalers at Dindigul,
the balance sent to Kodai Road or Madu-
rai directly. The estimates are furnished
below (Table 11).
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TABLE. Il.  Sales estimate
' Particulars Volume Percentage to
(tonnes) 1otal sales
Sal'le's through
wholesalers at -
Dindigul 1.300.00 66.67
Sales elsewhare G49.86 33.33
Totol sales 1949 BG 100.00
Total sales and share of different

‘agencies were projected from the sam-
ple data to the whole universe consis-
ting of the whole universe consisting
of three sample blocks on the assump-

tion that the trend in the sample jsa

true estimate of that for the whole
universe. The above Table indicates
that the farmers prefer to sell through
ihe wholesale merchants at Dindigul.
This preference may be due to the
proximity and convenience at Dindigul,
o farmers indifferent to other sources
resulting from his ignorance of availa-
bility of better sources outside or
inertia or it may be due to induce-
ments provided by the traders at
Dindigul. A careful analysis of percen-
tage of bound-sales where sale to a
particular merchant is a binding condi-
tion for the advances received by the
producers to the total sales, it was
observed that more than 72 per cent
of the farmers are under contract sale.
‘Others sell to these merchents for
reasons of conveniance, long associa-
tion and friendship and others. There-
fore cultivation credit appears to bea
binding force and a handy tool for the
wholesalers to explojt the producers,
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When the existence of a favour-
able market structure for exploitation
was revealed by the study, attention
was paid to measure the extent of
exploitation atleast indirectly. The
price spread estimated for sale through
the wholesalers at Dindigul to the retail
market at Madurai and for sales direc-
tly at Madurai revealed the following.
Table il

TABLE Il Sales at Dindigul and Madurai -
Type of sale Producers’ share  Market cost
of consumers”’ {Per cent)
rupea (Per cent)
1. From sale through
wholesalers at
Dindigul £3.33 4G6.67
2. From sale direc-
tiy 1o traders
at Madurai 69.59 30.41

Since both the estimates represent
all the costs that are involved between
producer and the consumer, difference
between them is only additional cost
of wholesalers service at Dindigul. The
market cost has increased by 16 per
cent -for this. Even after making rea-
sonable allowance of - say 10 per cent
of cost for all the services made by
them and the trade risk, their share
of profit is high. Therefore one con-
clusion that can be drawn is that the
market is not competitive. It is oligop-
sony with three buyers only against
innumerable sellers. But further analysis
is necessary to determine the type of
oligopsony. For the purpose, the weigh-
ted average price per unit of produce
bought and sold by each of the mer-
chants was studied, Details are presen-
ted in the Table IV.
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TABLE i"'-"-d Volume of wholesale transaciions It may be observed Ih1ﬂtl Ih,E'I total
and prices paid by wholesalers sales b'f Samp}E farmets ie. 3943{}

e . - tonnes is more or less equally shared by
w Y E:; E"ﬁ g'f’? the three wholesalers at Dindigul. The
= E_.E it o 2 . . ' . .
2 235 g8 g S g prices paid by them per kilogram of
= T - o . * ¥ o P

3 ek i = e s grapes do not differ from the mean price

1 145.60 36.80 2.2 102.41 ; '
. 12620 3171 2.0 89.62 level p:.-er kI|DgrEm- of grapes by more
3 124,00 31,41  2.00 96.62 than five per cent in any case. Thers-
Mean = — 2.07 10000 fore, it may be concluded that . there is

TABLE V. Price spread for one guintal of Pannir Drakshai Grapat produced
around Dindigul and marketed at Madurai - Distance of 45 K
For sale through For direct sale
Particulars ' whoresaler at v lhmujh Commission
Dindigu! " Agent ‘a1 Madurai

Rs. Percentage Rs. Percen-:
tage
Producers selling price 200.00 53.33 300.00 80.00
Cost of packages —_— —_ 1.25 0.33
Cost of leading and unloading — — . 7.25 1.83
Transport charges - - 055 0.15
Commission charges — — . 30.00 2.00

Purchasing price of wholesaler|
Commission ageni or price 200,00 53.03 260.00 62.59
obtained by producer

Cost of handling 18,50 4.93 — -
Cost of packages 7.25 1.83 - —
Cost of loading and unloading 0.80 0.22 - _—

Other charges like stall rent
establishment charges 16.25 4.07 —_ —

Wholesalers/Commission agents .
margin 58.20 15.52 38.05 10.41

Retailer margin 75.00 20.00 75.00 20.00
Consumers price 375.00 100,00 376.00 100.00

Different belween producars

net selling price and consumars 1756.00 46,67 114.05 30.41
purchase price '
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tacit collusioe-formal or informal-among
- the whﬂlesalars in market-sharing and
pricing. Since there is no . apprecicable
qualitative difference in produce sold,
absence of market difference makes the
market undifferentiated oligopsony.

Summlng up, it may be stated that
market-structure for grapes in the case
of farm producer to wholesalers in as-
sembling market in Dindigul is undiffer-
entiated oligopsony while it is differen-
tiated monoplistic competition in the
dispensing market from wholesalers to
consumers.

The pricespread : In this study
to estimate the price spread of grapes
60 farmers, 3 wholesale agents and 10
retailers were contacted. The lagged
margin was followed to calculate the
marketing cost.
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The Table V reveals that the farmer
who sold the grape in the wholesals
market at Dindigul received 53.33 per
cent of consumers rupee and the marke1-
ing cost was estimated at 46.57 per
cent. Of the 46.67 per cent of market-
ing cost, the wholesalers margin alone
amounted to 15.52 per cent, exclusive
of all other charges met.

Another farmer who sold the pre-
duce at Madurai directly to the whole-

sale trader received 69.59 per cent of

consumers rupee and the marketing cosi
was 30,41 per cant of the consumers
money. The retailers margins are com-
paratively very high in the two consign-
ment studied. This may be due io thz
fact that among middieman inveolved in
the trade, the retailer have io bear thz
risk, spoilage and detetioration of quality
and hence they usually fix high prices.



