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eoNCsyr or hawcetiw:  mix

Th* of open far iiArk^ttns declalonc 9X t v lrtu idly
Tor  •XAffiple ihould the coop, d t i r y  d lilrlb u t*  milk through 

I t i  cvn booth* or »hould I t  own (conBtrxjct booth*) but g i v e  iheo to an 
iie»nt7 fbouli I t  price I t t  ®11> h l ^ r  tht!n coDpetJtor* or lover?
The only v*ky to reduce this tMk lo g lc illy , i t  to tJulyee what are the 
declalona to be fcaie, and If iocae of the constralntB operate then hcv 
do they Influcnc* th li r o ;^  of decialona.

The f l r a t  thing to contend vith in deallr^ v ith  narkctir^g declslona,
!•  the f a c t  that »cv*ral of the factors aff^ctlnfi: these declslona are 
exVroncouBi and outside the control of the mana^i&ont* teut of the 
l(ind| a o c ia l, p o litica l and tconocic conditions provide tuch txanplcs
0 , g ,  ris ljv ; coBts of traneportction. There Is  very l i t t l e  that the 
fc^j^a^eoent can do about th is, and at the aazae time i t  does Influence 
several managerial and norkotLnc decisions*

Sim ilarly the orf^anliation itse lf  nay a t a point face ccnatraints In 
ieroB of funrte/finanee, svoilabl? technology, c t c .  These co n striin ta , 
too , influence the iiarketinf decisions*

Inapltc of these eonetraiiits and Influences, the choice of various 
fd tern etiv cs open to the marketL’V oana^isr and within his control, are 
Innunerablc, E arlier studies on various altern atives sug^sted t ^ t  
there waE no rig h t way to choot.- aoong the alterruitivos. I t  also 
focussed cn the feci that the varlaus elenents of these decisions can 
be gc‘nerallic?d to a fev far tors. These wvre -

1 . product -  vhst to ti2>.c, including packaging
2, pricing - at vhat price to sell
3« Promotion and advertlBlnc
4* BlEtxibutlon (place)

These broad elencnts of a "marketing plan” are called  the elements of 
the m&rketing latx. I t  gives a broad flrtiDewcvrk £or a marketing manager
while fonnuictln^ hi* plan -  and a elementary l i s t  which enables him
to see whether the strattgy  is  internally con sisten t.

To lllu B tra tc  tho application of this coricept, l e t  u* consider certa in  
situntioos* Suppose the dairy has a sachet nochijv'* This inposes the 
followlAi; r t -s tr ic tio n s .

^  - i r  J - -  -  -  - - I  _ _ _ _ _  _ _  _ _ , II

Prepared by H. Bhargava of tK' Institute of Rural Kanageoent, Anand*



1, the Billk DUEt bt of ilDndftrdl“td or fu31 crero vcu-icly oth.'r-
vlac the ooBt of vouli be Dort §JT>t.nslve thar. o'.hcr

-  Icpopin^ b conotxoinl on the pruduct,

2, th€ loglceJ «xtonBlon of th lt  laipoBeB the condition th^t th 
dletrlbutlon 1e •elective rothor thtn e>rtvn6ive, .vici tn tho 
upper, middle IncoD.- colonies Ir.poolr^ a conBtralnt on 
d ls^ lbu llon*

WM-Xtting Tilx, tK .Tcfore, txlso ^-ivcs troa^ d u c t  about thv cwl\.cticn 
o f  o th e r  c l te r r * a t iv o e  c f  the n i x ,  o n es  ont o f  th e s e  h a s  been f in & l iz t C  
I n  o th e r  v crd r i f  th e  d a iry  has decldcd to  m anufacture ch cc& e, (produc 
I t  a u to o a t ic r d ly  tn f lu tn c c B  o th e r  p r r te  c f  the p la n  (p r ic in C i  
d i s t r i b u t i o n  c t c * ) «

In sh ort, the n a r k c t ^  a l x  gives a ready check us to the o jr c t s  v lth ir  
a narketin^ *aaj;fi^crs con tro l, vh il- cttcciptijv; to solve ix-'w-kv.'tlnj 
problcDB.
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CohFUBsfr Buyer Behaviour - An I n t r o d u c t o r y  Note 

I n t f o d u c t I o n

T h e  m a r k e t i n g  nix concept develops the idea of ftarketing a a n a g e -  
ment by defining the four P'a, producti pricei p r o m o t i o n  and 
place, that ;i8. diatribution of p r o d u c t  <ar servicea. T h e r e  are 
a u b  e l e n e n l a  under each of theae P'a auch as p r o d u c t  attributes, 
d i f f e r e n t  ways of pricing, deciding the c o m n u n i c a t i o n  nix and the 
l e v e l s  and nanAgeaent of d i a t r i b u t i o n  function. In a d d i t i o n  to 
the four P's, the marketing manager is c o n c e r n e d  w i t h  the c o n s u m ­
e r  b u y e r  behaviour, changes in the technology, trade b e h a v i o u r  
and the statutory lava impinfing on hia m a r k e t i n g  d e c ialons.  
M a r k e t i n g  is considered both as a science and art, for the 
m a r k e t i n g  manager' has to take de c i s i o n s  based on intuitions, 
t r u ths, half truths and calculated risks. In taking the 
d e c i s i o n s  he is always guided by the increase in m a r k e t  share, 
s a l e s  and growth and profit, this introd u c t o r y  note is mai n l y  
i n t e n d e d  to explore the consumer b u y e r  b e h a v i o u r  (CBB).

D e f i n i t i o n  of CBB

C B B  is defined as the mental and physical a c t i v i t i e s  a c o n sumer 
u n d e r g o e s  before purchasing a product, brand, service or idea. 
11 also includes the post pvirchase activities of learning and its 
e f f e c t  in future purchase of the same brand or switching over to 
a n e w  brand.

C B B  and Marketing

It js essential to understand the buyer beh a v i o u r  to formulate 
the marketing strategy in terms of product, price, pro m o t i o n  and 
p l a c e . The manager raises such q u e stions like who, what, 
w h e r e ,  w h y ,  when, what f r e q u e n c y  a n d  how much is bought to know 
the ne e d s  of the customer; and to s a t i s f y  the sane by  adjusting 
h i s  m a r k e t i n g  mix c o n t i n u o u s l y  as and when required. At the same 
t i m e  he does not lose sight of the economic a n d  social r e s p o n s i ­
b i l i t i e s  of the business organisation he .serves.

Vp^-iables affecting the CBB

T h e  m a i n  variables which affect the CBB are culture, society, 
i n d i V i d u a ]/personal and psychological disposition. Culture can 
f u r t h e r  subdivided into subculture and social claaa. Society 
a f f e c t s  the CBB through its subsets of reference groups, family, 
r o l e s  of the individuals and the status attained in o n e’s life. 
P e r s o n a l  factors include age, the lifecycle state, occupation, 
e c o n o m i c  circumstances, lifestyle, p e r s o n a l i t y  and the life
c o n c e p t .  The psychological variables consist of motivation, 
p e r c e p t i o n ,  learning/experience, opinions, beliefs, a t t itudes and 
values- of the individuals. It is w o r t h w h i l e  to apply these 
v a r i a b l e s  to understand the CBB for liquid milk marketing. It is 
r e a l l y  a mystery why some consumers will not buy dairy milk, come 
v h a t  may. The challenge lies in con v e r t i n g  these sticky
c u s t o m e r s  to switch over to dairy p r o ducts and sustain their

P r e p a r e d  by Prof S Subram’aniam, July 1994.



l o y a l t y .  In one of the u n S o n e  the cutloaert b o u g h t  the raw 
c h i l l e d  m i l k  supplied by the un i o n  from the p r i v a t e  vendorsi 
t h o u g h  it w a s  being a d u l t e r a t e d  by equal voluae of wa t e r  by the 
p r i v a t e  vendors. W h y  d o e s  this happen? How d o e s  a p r i v a t e  
v e n d o r  g e n e r a t e  a br a n d  l o y a l t y  of the custoners, e v e n t h o u g h  the 
d a i r y  c a n  supply p a s t r u r i s e d i  standard, unadulterated quality and 
q u a n t i t y  in sachets?

I ,

O t h e r  a c t o r s  in CBB

S e v e r a l  o t h e r s  way a l s o  p l a y  a role in the b u y i n g  process, 
e s p e c i a l l y  when the risk is high and the price is also r e latively 
more. T h e s e  actors are c l a s s i f i e d  as initiators, influencers, 
d e c i d e r ( s ) ,  buyer and u s e r  of the product/service. In dire c t
m i l k  c o n s u m p t i o n  ( d r inking of milk) the initiator may be the 
g r a n d m o t h e r  in t he house r e c o m m e n d i n g  that milk must ; be given to 
the c h i l d r e n  as a part of their nutritional food. The *ramily 
d o c t o r  or the local v a i d h  may Influence and reinforce the t h i n k ­
ing that m i l k  is good for children. Now, the decider, father or 
m o t h e r  w i l l  have to e x p l o r e  v a r ious alternative types of milk 
a v a i l a b l e  - dairy, cow milk, m o t h e r’s breast m i l k , b u f f a l o  milk. 
I nf a n t  feeds, vendors" milk, the price, the age of the children, 
availability, convenience, effort needed to procure milk at the 
house-, timing, usage o c c a s i o n s  etc. have to be analysed before 
tliis or that milk can be dccided. The actual buyer is the one 
who pn>s foT the pioduct. This may be either the mother or the 
father in this situation. Of course'the child is the user. Now 
the q ue s ti o n is if all these members are taking some interest or
othei- in buying the milk, then to whom we should promote the
buying of milk so that we can assure the growth of the sales.
Tl)us researching the buying process will help us in dtriding our
p ro m otional strategy in terms of our objectives, the target
segment, their reading habits, media to be used, distribution
o utle t s etc.

T y pe s  of CBB

C o mp l ex  buying b e h a v i o u r  c o n sist" of high involvement of the
buyer. This ir esi'ecisHy trui when ♦ he customer has no i n f o r m a ­
t i o n  fabout the product/ technology, the use needs additional 
s kills such as comj-uters, numerical machine tools, when the
product is relaiively high pric e d  like all consumer durables and
the p u r c h a s e  is one time purchase in ones' life like house. the
steps in complex buying ’.behaviour includes several stages such
as p r o b l e m  recognition, i n f ormation search, evaluation of facts, 
p u r c h a s e  decision and post p u r c h a s e  decisions. A farmer buying a 
t r a c t o r  for the fist time will recognise the need for a tractor 
w h e n  he faces several o p e r a t i o n a l  problems like mis s e d  sowing due 
to n o n  availability of manual labour, increase acreage and or
i m p r o v e d  productivity due to a tractor. Since this ia risky and
h i g h  p r i c e  decision he w o u l d  search for information from friends,
d e a l e r s  of tractors, o t h e r  users of tractors. He will be
t y p i c a l l y  interested in k n o wing the price, running costs, af t e r 
sales services, a v a i l a b i l i t y  of spare parts and the dist-ance to 
t r a v e l  in case of b r e a k d o w n  of the tractor.



Routine bviying b e h aviour results out ot e x p e r i e n c e  w i t h  the using 
the product, encounters in the retail outlet, q u a l i t y  price 
re l a t i o n s h i p  as e v a luated by the individual and thr general image 
of the company. Also, every individual would havj an idealised 
image of the product and the marketing n a n ager should be able to 
be as near to this i d e alised product as p o s s i b l e  to v i n  over the 
loyalty of the customer. Once the brand l o y a l t y  els developed 
even a complex buying b e h a v i o u r  reduces to a rout i n e  buying, 
since the customer d o e s  not want to spend so n u c h  of aental 
energy in evaluating the alternatives and end u p  in siaplifying 
his procedure by s p e c i f y i n g  a particular p r o d u c t  by its brand 
name which results in brand loyalty and repeat purchase.

S t a g e s  in complex buyi n g  behaviour

T y p i c a l l y  a consumer b u y s  a p rod u c t  to sati s f y  a felt need. If 
several alternatives are available he would choose a set of 
b r a n d s  and evaluate w i t h  criteria formed t h r o u g h  his learning, 
e xperience, social status, timing, a v a i l a b i l i t y  of finance, 
u r g e n c y  and other host of internalised and e x t ernal variables, 
this set of brands under consideration is k n o w n  as evoked set. 
A n o t h e r  way to look at the CBB is to d i f f e r e n t i a t e  the stages of 
c o n s u m e r  buying process. These stages include p r o b l e m  recogni- 
tiori, informalion search, evaluation of al t e r n a t i v e s ,  purchase 
d e c i s i o n  and post purchase decision. For a m a r k e t i n g  manager 
explicit recognition of the various stages in C B B  helps to formu­
late the communication mix and the strategy and the tactical 
dec i s i o n s .

Liqu.d Milk Marketing and CBB variables

C u l t u r e  may inhibit the purchase of milk. In e x t r e m e  cases milk 
may b e  a taboo for some vegetari ans that it is cons i d e r e d  as an 
animal protein and hence a non vegetarian food. For a person 
residing in a slum area belonging to the l o w e r - l o w e r  social class 
m i l k  is a luxury and the individual may not c o n s i d e r  that nilk as 
a necessity. But an individual belonging to the upper-upper 
social class residing in a posh locality of the town, milk may be 
c o n s i d e r e d  as a want and he may specify the fat content and SNF 
b e c a u s e  of his knowledge; and in certain cases he may become 
Bource loyal or brand loyal. Similar CBB can be o b s erved in milk 
p r o d u c t s  like AMULYA, the milk whitener.

R e f e r e n c e  groups imply that individuals craive to belong to a 
h i g h e r  status group than to which they belong. they show this by 
imitating the higher social class in using the products. For 
e x a m p l e  by this concept an individual from the chawl may also 
d er i v e  Batiefaction to imitate and buy a branded, pasteurised 
m i l k  in sachets as the " s t a t u s’ people do p r o v i d e d  he really 
feels BO. The up p e r  class may get interested in new innovations 
like tetrapack, i n c reased shelf life, and h y g i e n i c  quality of the 
milk. Economic factors alao do play an I m p ortant role in CBB. 
T h e  LL class will be interested in credit and subsidy, whereas, 
the UU may be Interested in the product f e a t u r e s  and will be 
w i l l i n g  to pay the higher prices. The p e r s o n a l i t y  of these



i n d i v i d u A l t  would vftry c o n s i d e r a b l y  b « B e d  on to w h i c h  c I a b b  they 
b elo n g .  It it \ipto thr m a r k e t i n g  m a n a g e r  to identify these
I n t r i a i n i c  lifferences in CBB and use the same.

S e v e n  ideas of CBB

B a s e d  on o u r ‘idiscussion above we can identify the f o l l o w i n g  seven 
i n r o r t a n t  ideas regarding CBB.
1. All consuner behaviour both physical and aental a c t i v i t i e s

are motivated resulting from the felt need or r e c o g n i s i n g
the problen(s) on hand.

2. The CBB cannot be stereo typed. It includes m a n y  types of
a c t i v i t i e s  ranging from se a r c h i n g  for i n f o r m a t i o n i v i s i t i n g  
the stores, arranging for the finance, e v a l u a t i n g  the a l t e r ­
natives, using the c r i t e r i a  for evalu a t i o n ,  a v a i l a b i l i t y  of 
the product/service and boat of m a n y  other , a c t i v i t i e s  d e ­
p e n d i n g  on the i n d i v i d u a l’s d i s p o s i t i o n  and the urgency.

3. C B B  is a process and involves stag e s  s t a r t i n g  from the prob
lem recognition to the post p u r c h a s e  activities.

4. C B B  varies in timing and activities. H o w  much t i m e  a person
w o u l d  need to make a d e c ision to buy varies from one person
to another and in the same person at d i f f e r e n t  times. Also,
w h e n  does the individual makes a d e c i s i o n  d e p e n d s  u p o n  host 
of extraneous and interna] factors. The c o m p l e x i t y  and the 
number of activities depend on the risk taking a b i l i t y  of 
the individual. Usually co n s u m e r s  simplify the p r o c e d u r e  by 
taking a overall satisfying d e c i s i o n  by trading off the 
conflicting claims, r e c o m m e n d a t i o n s  and forces acti n g  on 
him. This is solved by brand loya l t y  and re v e r t i n g  to a 
routine buying behaviour.

6. C B B  involves different roles like influencer, p u r c h a s e r  and
user or combinations thereof. The buying d e c i s i o n s  are 
m o d i f i e d  by social interactions and t h e refore there is a 
need to identify the influencers and ot h e r  d e c i s i o n  makers 
in the CBB and s e p a r a t e l y  c o m m u n i c a t e  to them.

6. Ay repeatedly mentioned earlier C B P  is i n f luenced by e x t e r ­
nal factors like culture, subculture, family, occupation, 
social class, the communi c a t i o n  mix used, op i n i o n s ,  beliefs, 
attitudes, values and m a n i p u l a t i v e /  c o e r c i v e  a d v e r t i s e m e n t s  
for and against the product.

7,. All of us are consumers in way or other. C B B  is a basic
p r o c e s s  and differs for di f f e r e n t  types of people. t h e r e ­
fore it is not prudent to say that one has u n d e r s t o o d  the 
C B B  completely or fully. One c a n n o t  e x p l a i n  e v e r y t h i n g  in 
C B B  since it is a complex subject. Ba s e d  on e x p e r i e n c e s  
t h e o r i e s  are built, tested on the ground, m o d i f i e d  and 
tes t e d  again. This process continues.



One model of 4he factors that influence preferences in food

Personal Factors
Level of expectation 
Priority — familiarity 

Influence of other 
persons 

Individual personality 
Appetites 

Moods and emotions 
fvleanings attached 

to foods

Biological, 
Physiological and 

Psychological 
Factors

Age — sex 
Physiological changes 

Psychological 
• influences 

Biological aspects

Socio-economic
Factors

Family income 
Food costs 

Symbolic meanings 
Social status 

Security 
Society

/

Food 
Preferences

Educational
Factors

Educational status 
of individual — 
Family nutrition 

education

Cultural, Religious 
and Regional 

Factors
Cultural origins 

Religious background 
Beliefs and traditions 

Culture — race 
Geographical regions

Intrinsic Factors

Extrinsic Food appearance
Factors Food odour

Environment — Food temperature

situational Food flavour

Advertisement and Food texture

merchandising 
Time and seasonal ^ ^

Food quality 
Food quantity

variations Food preparation
Methods and 
presentation

Source: M.A. Khan, ‘Evaluation of food selection patterns and preferences’. CHC Critirol 
Reviews: Food Science and Nutrition, 15, 1981, pp. 129-53.
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Managing a marketing enterprise

The broad principles of management hold good for agricultural mar­
keting enterprises in the developing countries as for other business 
enterprises. Adaptation will be needed to take account of varying 
conditions of resource availability and infrastructure. These principles 
also hold good for different types of marketing enterprises -  whether 
individually owned and operated, transnational, co-operr Mve or 
parastatal.

1 he approach followed in this chapter will be to introduce the main 
principles of marketing management and point to illustrations and 
discussion in the case studies. The great advantage of cases from 
real-life experience is to bridge the gap between statements of principle 
and precept and application in practice.

The cases also provide information on the application of marketing 
management techniques to various products and activity combina­
tions. For a more systematic coverage of the marketing of agricultural 
products and inputs in the developing countries reference should be 
made to the series of Marketing Guides published by F.A.O., Rome 
and other specialized texts.

Planning operations
The essential starting point for any marketing enterprise is a clear idea 
of the market to be served and a plan of action for serving it. Kallu in 
Sierra Leone knew the market for his own produce. When he was 
drawn into acting as a wholesaler for his neighbours he did not 
appreciate the implications of their irregular supply. He then found 
himself worse off because he was doing more work yet receiving a 
lower net income.

A reconnaissance visit to appraise the market, ascertain conditions 
of entry and identify potential buyers is recommended for all new 
znarketing operations. With the results of such an enquiry in hand, a



marketing manager is in a position to acquire, select and present 
produce to meet these requirements, and to formulate a sales plan. 
Mary Jane of Dominica recognized that there was a surplus of agricul­
tural produce on her own island. She had heard that prices were much 
higher on Guadeloupe. That she did so well was lucky, since we are not 
informed that she had made a prior investigation.

Market research
The larger the marketing enterprise, and the more it has at stake in 
terms of owner or client commitment, the more important it is that 
systematic research on the markets open to it be undertaken as a guide 
to policy. Market research can serve both to plan a new sales pro­
gramme and to maintain or develop an existing market share. It can 
serve the interests of private firms, co-operatives, parastatals and those 
of agricultural regions or countries as a whole.

A research programme for agricultural products, for accessible 
domestic or export markets, should include:
a) official regulations and market preferences relating to sanitary 

requirements, quality standards, containers, inspection, etc.;
b) quota regulations and levies affecting volume, cost, and timing of 

sales in particular markets;
c) supply and price trends, overall and for different qualities and 

forms of presentation, by year and by season, also covering possible 
substitutes;

d) sales methods and agencies, and their respective cost;
c) } rospi'ctive consumer demand, the shnre thnt couKl be obt.iliu'd, 

and ways of increasing this.
Enquiry along these lines is designed to answer the following 

quesHo^?- What is the size of the market? What are the predominant 
consumer preferences? What is the scope for market segmentation, i.e. 
for separating consumer groups likely to pay different prices for 
basically the same product? What are potential bases for such segmen­
tation -  quality, packaging, branding, form of presentation, type of 
retail outlet? Is demand seasonally limited? How would it respond to 
measures to extend product availability by storage, selection of vari­
eties, modification of planting time? Is demand likely to grow? What 
are the determining factors? Is demand seasonal or year-round? What 
financing would be required to cover shipping costs, delays in obtain­
ing settlement, sales promotion, etc.?

Consumer preference surveys arc used increasingly as a guide in the



presentat on and processing of produce, or to reveal reasons why sales 
of long-established items are falling off. The services of independent 
agencies specialized in this field can be used to advantage in develop­
ing new markets.

Determination by market research of the buyer structure can provide 
valuable guidance for policy on sales methods, packaging and presen­
tation. In the U.K. where grapefruit are eaten widely at breakfast, the 
Israel Citrus Board sells them at a low price unwrapped simply 
stamping the word Jaffa on the skin. In Italy, where grapefruit are 
appreciated mainly by upper income consumer groups who have 
travelled, they are sold in units of three, with a brand on a plastic 
wrapper -  at a price double that in the U.K.

Private enterprise and transnational marketing managers are gener­
ally free to adapt their operations to match market demands. Managers 
of farmer co-operatives and parastatals may be subject to specific 
constraints such as a commitmenHo buy all the produce that is offered 
to them. This can mean that secondary outlets have to be found for 
produce that does not match the requirements of the most favourable 
markets, or is in excess of the demand of certain large buyers who 
would accept supply contracts for specific quantities. It is still open to 
them, however, through the prices they pay to growers, to_direct 
production towards market requirements.

Access to capital
If a marketing enterprise is to buy produce, transport or store it and 
resell, it must have sufficient funds to cover payment for the produce, 
transport, storage and handling costs until the proceeds of sale come 
in. This can be a matter of weeks as in the case of Mary Jane. It can be 
much longer if produce purchased at the harvest season is held for sale 
to consumers later in the year. Overhead costs of facilities, equipment^ 
and staff must also be met.

Most private marketing enterprises begin with some own capital, 
however small, add to this by borrowing from relatives, and then go to 
a bank or other credit source for a short-term loan to make up what is 
needed to begin operations. If the enterprise is successful and can 
provide adequate collateral such as a house, land, or business property, 
it can expect further bank finance in subsequent years, possibly on 
easier terms. For the future market kings of Sudan, the take-off point 
was when they had accumulated enough of their own capital by 
parsimonious living, opportunism and good fortur.e Lo become really
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creditworthy with the commercial banks. Soex, the bean exporter in 
Senegal, found his operations restricted by lack of capital. The commer­
cial banks saw his enterprise as too risky to justify larg ?r advances.

Selection and management o f sta ff
Working partners who can be trusted are crucial in the development of 
a marketing enterprise in its early stages. Often it is a husband and wife 
team, a father with working sons, or partners who are already friends 
of mutual confidence that constitute the operational nucleus. Small 
private enterprises then take on additional labour as and when they 
need it.

The terms on which continuing staff are engaged should provide a 
clear incentive for performance. Salaries and prospects should be 
attractive so that employees are keen to hold on to their jobs: otherwise 
they should be paid by results. An employee will demonstrate strong 
evidence of self-motivation if:
1. he is properly trained in the work and know^s what to do;
2. the desirable results of whatever he is asked to do have been

defined;
3. guidelines or limits in terms of policy, expenditure, and time have

been established;
4. he is left alone to do the job;
5. he knows he can go to his boss at any time for guidance or support

when he reaches an impasse;
6. he knows he will not be berated if things do not work out exactly as

the boss wanted;
7. he is immediately praised for the things he does well.

A1 Haji, the marketing board assembly agent in North Camemun 
paid his buyers 24 cents per sack purchased. He provided them with a 
motorbike to scour the countryside. Clearly, he was aware of the 
importance of delegating responsibility. By defining the requirements 
of the job and the rules to be followed, offering a recompense directly 
related to achievement and furnishing the means for it, he mobilized 
their natural abilities, local knowledge and experience.

Choice o f  site
Desirable attributes in a site for a marketing business are: convenient 
access to supplies of the producc to be handled, access to a good market 
for it, directly or via reliable transport means and agents, and prospects 
of growth. Bulungu was advantageous for Mafandala in Zaire because



it was a critical access point for transport to Kinshasa, his main market 
centre and source of consumer goods. Matlhaku wisely opened a shop 
in Gaborone when he heard that it would become a capital city. In 
lllushi, Enebor was located in an area where rice production was 
expanding, but his business was handicapped by poor infrastructure. 
Surfacing of the highway and provision of electricity and piped water 
would be a great boon to him; but would it come during his lifetime?

Business management
Pricing

The initiative that a marketing manager can take in setting prices for 
the products he ^ells is determined by his market position. This can 
range from that of an irregular seller of small lots on a public market to 
a monopolist who feeds products on to the market at a rate designed to 
maintain a target price. '

Illustrating the first extreme is the peasant woman oi New Guinea (T. 
Scarlett Epstein, Urban Food Marketing and Third World Rural Develop­
ment, Croom Helm, London 1982). She sets off to market wuth a mixed 
lot of vegetables and no clear idea as to what they are worth. She asks 
about prices from people she meets on the way. She starts to sell at the 
price most often mentioned. If there are no buyers she reduces the 
price. If she seems likely to dispose of her produce before midday she 
raises it. In the afternoon, with the prospect of carrying some produce 
home or giving it away, she cuts her price. Step-by-step she seeks the 
best set of prices consistent with disposal of her stock in hand.

The monopoly seller sets his sales price to maximize profits. He can 
supplement his personal knowledge of the market with in-depth 
studies to estimate the elasticity of consumer demand with respect to 
price. This information would tell him how much more consumers 
would buy if the price were reduced, and how' far sales would drop if 
the price were raised. Using estimates based on these studies, he can 
then decide what quantity to put on the market in order to maximize 
returns to his enterprise and the prices at w'hich this would be achieved. 
Thus the manager of the Cyprus Potato Marketing Board can tell his 
panel of buyers in England that he will sell them 50 tons each at a price 
of $40.00 per ton. He will allow them two weeks in which to sell this 
supply before he puts more supplies on the market. They are likely to 
accept this because they have his protection against a competitor 
selling the same kind of potatoes acquired at a lower price.

196 Managing a marketing enterprise



Between these two extremes there is a range of intermediate posi­
tions. Enterprises offering quantities too small to affect the market in 
which they sell must generally follow it. They can, however, try to sell 
part of their supply to special customers at a premium on the basis of 
freshness or some other attribute of quality or convenierice. This is the 
position of farmers who sell part of their output retail, with the rest 
going to a wholesaler at whatever price it will fetch.

For many enterprises, the published price on some established 
wholesale market will be their main guide in pricing. Competition 
between buyers will have determined a margin reflecting transport, 
handling and transaction costs between the price at this market and at 
their own location. Sales proceed on the basis of the central market 
price less this margin (made up of these costs). Thus in Paraguay in 
1983 farmers could make advance contracts v^th soybean wholesalers 
on the basis of a margin of $80.00 per ton below the price on the Chicago 
Exchange, even though their soybeans went mainly to Rotterdam. 
Some farmer co-operatives offered their members a choice of the 
current price at Chicago or the quoted forward price for the following 
month, or for the month after that, always less the margin.

Parastatal exporters of standard products such as cocoa, coffee and 
groundnuts tend to follow the established intemaHonal markets. To 
enable them to clear their warehouses for incoming supplies, and 
reduce their bank borrowings, they sell a large part of their total supply 
at the current spot price. The rest is sold forw^ard over the months when 
they can cxpcct conveniently to ship it. For such products the spot and 
forward prices on the London and New York markets reflect the best 
expert opinion.

Purchasing
Marketing begins with the production or acquisition of products for 
sale. In planning production or purchasing, the marketing manager 
will take the following into account.
1. Characteristics o f  the product Does he know it sufficiently well to

assess its quality and value? Can he pack, handle, transport and 
hold it for future sale without incurring substantial waste and 
deterioration?

2. Ability to finance Does he have sufficient of his own capital available
or will he have to go to a bank for credit? Will he be able to get 
enough credit and at what cost?



3, Pricc likely to be obtained on sale Is this a sure price? If it depends
on free market determination, is the current trend up or down?

4. Prospective profit Most marketing managers incorporate this into a
target operating margin which they use in deciding when, and at 
what price, to buy.

This operating margin is made up of
• Direct costs -  payments for handling, transport, market

charges, sales, etc.
• Overhead costs -  office expenses, salaries and social con­

tributions for continuing staff, bank 
charges, depreciation of equipment and 
facilities. These are estimated per unit of 
quantity on the basis of recent records.

• Remuneration for -  thenetincom eof the opera tor or his enter-
management and risk prise.

For convenience, marketing enterprises adopt a standai 1 mark up for 
their operating margin. This may be 5 to 10 per cent of the purchase 
price for a wholesaler selling large lots fairly quickly; 25 to 30 per cent 
for a retailer of perishable produce taking longer to sell, dealing in small 
lots and carrying the risk of physical wastage and produce remaining 
unsold; 18 per cent for a supermarket handling a mix of products 
including many consumer essentials with ample shelf>life.

So a manager will buy produce that he thinks he can handle, that he 
can finance, and that he believes he can sell with an adequate mark-up. 
This will be his standard analysis. If he foresees some risk over the 
resale price he may reduce the quantity purchased; or he may decide to 
carry the risk in order to please a regular supplier and to be sure of 
satisfying regular bviyers.

For processing enterprises, particularly, it is convenient to secure 
supplies via advance contracts with producers. See the Tabasco case 
and Jamaica Broilers. This enables the processor to specify in advance, 
variety, quality, maturity and standards for his raw material, and time 
of delivery. He can then operate his plant more efficiently and be sure 
of satisfying his customers' requirements.

Sales
Selling is at the heart of marketing. The owner of a small private 
marketing enterprise is likely to undertake sales directly. He will draw 
on his know'ledge of the products in which he deals, of the market and 
of his experience of human attitudes in bargaining. Illustration of
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various pragmatic approaches to sales can be found among the private 
enterprise cases.

The owner would first delegate responsibility for sales decisions to 
family members that he could trust. In the Ogbomosho Co-operative 
Society in Nigeria several of the founding members shared responsi­
bility for sales.

Establishment of a sales department headed by a sales manager 
becomes advisable as an enterprise increases in size and complexity of 
operations. Selection of a suitable person for this key post is crucial. He 
should have experience of selling in the markets envisaged: organizing 
ability and imagination will also be important. He should be open to 
new ideas and on the lookout for new opportunities.

Appointment of agents to sell for a firm at distant locations is a 
further phase of delegation and specialization. They may want exclu­
sive rights in a defined market area as well as an attractive margin or 
commission if they are to put their full weight into selling for the firm. 
The system developed by the Ha-ee village group, whereby a group of 
wholesalers in markets in the same big city are kept under continuing 
pressure in selling for it, reflects a very strong market position.

Density of demand determines the number of distributors sought for 
Cyprus potatoes. A panel of 26 was used in the U.K. Over the whole 
Arab market one buyer was given exclusive rights for a six-monthly 
period.

Sales methods should take careful account of buvers' requirements. 
The Kenya Tea Development Authority offers tea at daily auctions so 
that its clients can inspect it before purchase. In contrast, cocoa and 
coffee are sold by description.

Ability to offer short-term credit can be very effective in facilitating 
sales. How far an enterprise should go in this direction depends on its 
cash flow position and its competition. Many wholesalers finance meat 
and vegetable retailers for a few days: 30 days' credit is common for 
more durable products, 60 days for fertilizer exports. In a strong sales 
position, Cadbury in India could require that its wholesale distributors 
pay cash for their supplies.

Advertising
How best to promote sales and how much to spend on this are 
continuing issues for the marketing manager. It has always been 
difficult to assess response to advertising; yet few marketing firms 
have felt they could do without it.



Some promotion is essential to make j otential buyers aware of an 
enterprise and of what it sells. For products that can be branded a much 
larger outlay is justified. Differentiated by brand promotion from 
others basically similar they can be set in a continuing higher priced 
category. Great here are the returns to scale. A heavy outlay on 
advertising can be afforded because the unit cost is low if the volume of 
sales is large. In Turkey, Unilever-Is spent about 1.5 per cent of sales on 
advertising. (See the case study for details of its allocation between 
media and for designs appealing to family use of its products.)

Consumer-directed advertising can be very effective and also very 
expensive. For large-volume brands such as Jaffa oranges and Chiquita 
bananas it has paid off. On a national scale, 'Best Dressed Chicken' has 
done well for Jamaica Broilers. The manager of the Cyprus Potato 
Marketing Board preferred, however, to advertise in U.K. trade jour­
nals and maintain personal contact with his buyers. A spot on national' 
televi'^ion in the U.K. in the early 1980s cost over $1000 per second.

Co-ordination of enterprise promotional efforts with other related 
agencies and services is important. Thus mobile promotional vans 
sponsored by a fertilizer distributor should operate in conjunction with 
government extension staff in organizing field days and on-farm 
demonstrations. They should co-arrange that retailers in the area 
concerned have stocks conveniently ready at promotional prices 
together with explanatory materials and point-of-sale ann 'uncements.

Packaging
The art of packaging is to combine protection of the product with a 
presentation that helps to sell it, at an acceptable cost. In developing 
country markets where consumers are accustomed to accepting pro- 
iliu r Un>si' in thrir t)\vn coiitiiiiuMH and <iie [»ilin»uily ctuiccmed to buy 
at the lowest unit price, expenditure on elaborate packaging would be 
wasted.

In sharp contrast is the outlay incurred by Soex on containers for 
green beans for transport to Europe by air. Light-w^eight protection of 
the product, and appeal on wholesale markets in Europe was critical 
for this operation.

Transport
Timely movement of produce from where it is in surplus to where it is 
wanted is at the heart of marketing. The main concern of the manager 
in developing countries is to secure a reliable low-cost service with
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maintenance readily available. To justify investment in a self-owned 
motor truck a marketing programme that will maximize its use should 
be in clear view. There should be pay loads in both directions. Mafan- 
dala's trucks brought beer and consumer goods from Kinshasa to 
Bulungu. When they w'ent out into the country from Bulungu they 
carried consumer goods and brought back agricultural produce which 
was then made up into full loads for the longer journey to Kinshasa.

Refrigerated vehicles offer technical advantages in marketing perish­
ables. They are expensive, however, and the risk of losses due to 
breakdown is high. Until it is clear that their use is justified by the 
markeHng advantage, other ways can be used to control product 
deterioration in transport. For many years Unilever-Is distributed 
margarine in Turkey covered with mats soaked in water in ordinary 
trucks. Evaporation of the water had a cooling effect. Drivers were 
instructed alw^ays to park a loaded vehicle in the shade. The main 
supplier of meat from the Sierra to Guayaquil on the coast of Ecuador 
in the 1980s used an insulated van travelling by night, so avoiding the 
capital outlay on a refrigerated truck.

Arrangements for shipping produce by sea are illustrated in the case 
on cassava exports from Thailand.

Storage
How long to hold produce during marketing depends on the increase 
in price that will be obtained by selling it later, and the cost of holding 
it. Siorage costs are made up of three main components:
• the rent of the storage facility;
• physical losses and deterioration of the product while in storage;
• interest on the capital represept^d by the va1” f» of the produce in 

storage.
The inter-relationship of these three factors is illustrated in the follow­
ing example of the storage of apples under refrigeration in a near-east­
ern country (Table 8.1.) Thus while the difference in price between the 
harvest and low supply season was $60.00 per ton, the profit margin in 
storing until that time was only $4.70 per ton.

Losses on grain can be brought down to very low levels by drying 
before storage, use of insecticides, etc. Nevertheless, for storage of 
grain over eight or nine months to be economic a seasonal price 
increase of 17 to 20 per cent on the initial value is generally needed, 
depending on the conditions and interest rates applicable.

A1 Haji used his house as a store. Establishment of specialized



Table 8.1. Illustrative costs and margins in the storage o f apples.

$ per ton

Estimated increase in price over six m onths 60.00
Storage costs

Rent (or overhead cost for owned facility) 21.00
Storage losses (weight and quality) 23.80
Rent of crates 4.30
Interest (10%) on initial value of stocks 6.20

Total costs 55.30
Net margin 4.70
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Storage is a long-term investment project calling for a careful demand 
assessment. Convenience in location is all-important. Proximity to a 
mill has the advantage that the mill can be supplied as needed, with no 
further expenditure on transport. Convenient also for storage are 
places where a change of transport is obligatory, e.g. at a port or where 
feeder roads link with a rail line serving a distant market. Parastatals 
concentrating storage at central points sometimes forget that this can 
mean transporting grain back in the direction from which it came 
earlier in the year.

Ability to offer credit on produce in store is a great advantage. For 
this a bank is a good partner, also in financing the long-term investment 
in a storage structure. The two major grain stores in Ecuador undertak­
ing storage for farmer or traders on a fee basis are both run by 
companies in which commercial banks are partners.

Extending the range o f activities
From time to time most managers see convenient opportunities to add 
to their marketing business. These can be supplementing an existing 
marketing line with complementary products, undertaking additional 
functions, e.g. processing or retailing, strengthening existing opera­
tions by setting up branches or agencies to sell in new domestic or 
export markets. The decision should be based on the marginal return: 
that is to say profits on the new achvity, after covering all costs directly 
attributable to it, are calculated as a contribution to meeting the general 
overhead costs of the enterprise, not after a proportion of these 
overheads have been allocated to the new activity. Use of a work sheet 
as illustrated in Table 8.2 can be helpful in making estimates. The



Table 8.2. Estimating the advantages o f taking on a new activity.

Yearl Year 2 Year 3 Year 4 Year 5

New activity 
Gross additional income 
Less Variable costs 

Labour 
Transport 
Sales 

Sub-total 
Less Fixed costs relating to activity 

Financing of new equipment 
Depreciation of new equipment 
Continuing salaries 
Promotional outlays 

Sub-total 
Total costs of new activity 
Net contribution to general overheads



contribution of a new activity may be small or even negative in the first 
yiMrs; by tho thirJ or fourth yt\ir it should incrcnsc subst.uili.illy if it is 
well suited to the enterprise and within the capacity of the personnel 
available.

Scope for additional activities in conjunction with agricultural mar­
keting is considerable because of the seasonal concentration of many of 
the major operations and the need to maintain purchasing and supply 
services in rural areas with a low density of demand.
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Business controls

M aintaining accounts
While enterprises extending over several countries have been built up 
by men who were illiterate, it helps to keep some accounts. KalJu found 
this out to his cost. At a minimum, a marketing manager should \ low 
lu)w M)uoh he owns in relntioi\ to what he owes, and what heiseauiing 
in relation to whnt he spends. For these purposes he should have 
prepared annually a balance sheet showing his assets and his liabilities 
at a particular time, and an income and expenditure statement setting 
out clearly whether he has made a profit or a loss over a defined period.

Family enterprises will find such accounts useful as a guide to the 
progress of their business and to possible financial dangers ahead. 
They will be needed in approaching a bank for credit and making 
statements of income to tax authorities. Enterprises that are partner­
ships, joint stock companies, co-operatives and parastatals are gener­
ally under obligation to produce such accounts for shareholders, 
co-operative members and responsible departments of government. 
Balance sheets for marketingenterprisesare presented asTables3.6,4.4, 
5.7, 6.4 and 6.10. Figures for the preceding year are normally provided 
to facilitate comparison and evaluation of changes between years.

Adequate provision for depreciation of fixed assets is essential if a 
financial balance is to be realistic. Depreciation allowances for various 
types of assets are illustrated in the Cyprus Potato Marketing Board 
study.

Useful indicators of the financial state of an enterprise are its net 
worth, i.e. owner's capital after deduction of indebtedness, and the 
current ratio, which is

current assets
c u r r e n t  lu ib i l i 'k 'S
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A current ratio of 1.6 to 2.0 is generally acceptable. This is an indicator 
of adequate working capital, though trading enterprises can work with 
lower ratios provided the level of debtors is low, stocks are wtII 
controlled, turnover is rapid and prices cover short-term financing 
cost®:. Some of these considerations are reviewed in the case of the West 
Cameroun Co-operative Union.

Tables 3.1, 3.3, 3.4, 3.5, 4.7, 4.9, 5.3, 5.6, 6.5, 6.9and 6.11 are income 
and oxpendiluro statements showing the not profit (̂ f tin enterprise for 
a year. Comparison of the component figures with previous years can 
help explain why profits have declined or increased. To bring more 
precision into operating plans, managers can be asked to prepare 
income and expenditure budgets for a coming year. If the actual figures 
differ markedly from those budgeted an explanation should be sought.

One critical ratio is the rate of earnings on the capital invested. If, for 
some time, this is lower than that available elsewhere the owners of the 
capital will be dissatisfied and be inclined to v^nthdraw it.

A strong cash flow' position gives a manager scope for initiative and 
movement. A commonly used indicator of this is the ratio

net income to shareholders + depreciation allowances
_________________________________________-f- other income net of taxes
capital expenditures + changes in inventories

-I- d iv idend or interest  c o m m itm e n ts  on capital

A ratio of more than 1.0 indicates a strong cash flow and high capacity 
to 'nke on new activities and make new investments.

Keep watch on costs
The low operating costs of many family marketing enterprises stem 
from the direct relationship between outlays on services and the 
owners' pocket. The more use he can make of family labour and of own 
resources such as his house, outbuildings and a vehicle perhaps, the 
more he keeps for himself.

Under the pressure of handling a seasonal product, however, a 
larger-scale operator will have to engage whatever services are neces­
sary to carry out the operation. Preferably such needs should be 
foreseen in advance, and the costs of using alternative suppliers 
appraised against their quality, reliability and timeliness. When the 
marketing season is ov êr, the manager can do his cost iiccounting, 
setting out the supplies and services purchased and analysing their



imp.ui on tlu* profitnbilily of his op?ration. In Table 3.2 the various 
costs involved in getting green beans from farmy on to a plane nt Dakar 
airport arc set out in dollars per kilo. In Table 4.7, major costs incurred 
by Unilever-Is in Turkey are comparedf as a percentage of sales. Such 
analyses bring out the relative magnitude of various costs and changes 
between years, so pointing to those meriting special attention in a 
subsequent season.

This type of cost control is just as relevant to parastatal marketing 
operations as to private firms and co-operatives. Comparison of the 
current cost of standard operations per ton of produce handled v^th 
those of previous years is one of the efficiency measures available to a 
monopoly enterprise. Thus the ocean freight loss has been a strategic 
indicator for the Sierra Leone export marketing board. A rise above the 
normal meant pilferage of cargo during port loading. A rise in the 
average turn-around time of vessels in port signified poor organization 
of transport or handling equipment and crews. A rise in admi listration 
and other overhead costs per ton could reflect reduccd handlings 
because of a poor harvest; otherwise it would point to a need to 
simplify procedures, combine personnel responsibilities and reduce 
total staff employed. To permit such analyses, expenditures on major 
operating functions -  transport, packaging, storage, port handling -  
should be accounted for separately, not lumped together under such 
headings as labour, services; etc.
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Currency risks
Sudden changes in exchange rates can affect dramatically a marketing 
enterprise engaged in the export of agricultural products or distribution 
of supplies that are imported. If a change in rates is anticipated, the 
operator will do well to budget his outlays on replacemcnls at the rate 
foreseen for the future.

High rates of inflation are common in many countries. The manager 
of a marketing enterprise must be aware of their implications. Selling 
on the basis of a 10 per cent margin to cover costs and profit will leave 
him in deficit if the currency has devalued 10 per cent in the meantime. 
To maintain his income in real terms his margin must be costs plus 
target income plus an allowance to cover the expected degree of 
inflation! An enterprise distributing fertilizer in Brazil in 1983 added a 
10 per cent margin to its procurement prices to cover its own costs and 
profit, then a further 50 per cent to cover expected inflation. De­



predation allowances should also be based on the cost of replacement 
at current prices, not past costs of purchase or construction.

Insurance
Enterprises engaged in the marketing of agricultural products face^a 
wide spectrum of risk. It ranges from price changes in response to 
events fully external to the enterprise to losses of produce in storage or 
transit and misuse of funds by responsible officers.

Protection against losses on forward contracts or stocks due to price 
changcs can be obtained by hedging on a future market where one is 
available for the commodity concerned. In many developing countries 
access to such markets is limited by govemmertt policy and foreign 
exchange controls. However, sales agreements can be related to prices 
reported on recognized forward markets, as illustrated for soybeans in 
Paraguay.

Protection against many other risks can be obtained via insurance on 
a national basis. A co-operative can insure against the disappearance of 
a manager with its funds by requiring that he take out a bond for $5000 
or $50000 according to an estimate of the amounts at risk. A firm 
undertaking storage of produce for other enterprises can be required to 
obtain insurance against loss due to fire, its own negligence, etc. 
Insurance can be obtained against losses of produce shipped on 
consignment due to delays in transit and mishandling by the trans­
porter or consignee. Where the risks of accidents, illness, etc. sustained 
by employees or users of marketing enterprise facilities are substantial, 
ins irance against them should be obtained annually as a matter of 
course.

Use ofconifiuters
Computer technology opens the way to convenient access to data, 
speedy processing and analysis of accounts, and easy- correction, 
reproduction and issuance of standard typed materials. Common uses 
of computers by marketing enterprises and support services are to:
a) maintain and provide easy access to inventories and expected 

arrivals at a number of depots or branches. Thus pressing a button 
will present on a screen an up-to-date summary of stocks at all its 
depots for the Director General of BULOG;

b) analyse sales records, programme sales forward and provide finan­
cial management information that will help marketing managers to 
maintain efficiency;



c) maintain records of salaries and social contributions of enterprise 
staff, prepare snhnry chocjucs, and mnko tax and other standard 
deductions where applicable;

d) prepare and address standard letters to potential customers:
e) maintain price and other information for a large number of markets 

and make it available on request;
f) calculate optimum solutions to problems involving simultaneous 

equations of input and price variables, and present alternative 
supply options. Thus least cost combinations of various feed ingre­
dients to meet a required nutritional formula can be determined. 
Use of cassava chips for livestock feed in Europe has been favoured 
by access to this technology. Lowest-cost locations of fertilizer 
distribution depots can also be determined on the basis of demand 
patterns and transport costs.

Computer use commonly has three phases:
• programnung the computer to cany out existing tasks more 

efficiently;
• finding new ways of increasing its effectiveness in carrying out these 

tasks;
• devising, on the basis of experience, new' tasks for the compu ter that 

might not have been foreseen initially.
Effective use of computers is feasible where:
• electricity services are reliable;
• spare parts, maintenance, staff training and technical support ser­

vices are easily available;
• staff can be counted upon to operate computer systems. This implies 

not only capacity to prepare prograrp.rp.es, also timely insertion into 
the computer of current data and elimination of what is out of date. 
There remains the cost-benefit calculation. Where clerical staff are

available at-low cost, computer support services are unreliable, and 
where there is a risk that strategic information held in the computer 
may be inaccessible when needed, the benefits should be very clear 
before expensive equipment is purchased. For periodic problem­
solving, computer services can be hired.
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Assessing performance
Commonly accepted indicators of performance are: 

profitability
return on capital employed



market standing 
quality of service 
innovativenes 
social responsibility.

Profitability
Profitability means that at the end of the year the marketing enterprise 
achieves a net positive balance after allowing for all costs. How big that 
net balance, should be will depend on the attitude of the owner. A 
private operator will expect a profit at least equal to what he could earn 
in alternative occupations open to him. If he lives in an environment of 
low wages and high unemployment he may accept a very low net 
income for lack of an alternative.

The transnational with other sources of income may be prepared to 
take a long-run view on profitability. This has been the attitude of 
Cadbury in India, for example, interested in maintaining a presence in 
expectation of future opportunities. Mbre characteristic, probably, is 
the attitude of Gulf and Western Inc. It sold its holdings in the 
Dominican Republic in 1984 when low sugar prices and high taxes 
meant that they contributed less to its earnings than its investments 
elsew'here.

A marketing or input supply co-operative may be satisfied with a 
very small profit. Its primary concern is to serve its members by 
providing a favourable outlet for their produce and/or supplying 
inputs conveniently at low prices. An income sufficient to cover its 
cosis will in these circumstances be judged sufficient.

For a parastatal enterprise, profitability may have still lower priority. 
Clfbilizing the rr.arket for producers and consumers, earning foreign 
exchange for the national economy, and redistributing income in 
accordance with concepts of equity, can be prior considerations. 
Unless, however, the government concerned is in a position to sub­
sidize it, a parastatal, like a co-operative, must cover its costs.

Return on capital employed
An adequate return on the capital employed in a marketing enterprise 
is important where the sums involved are substantial and have either 
been borrowed by private owners or could be used by them in some 
other income-earning investment. The criterion for such investors is 
that the return is at least as high as could be obtained from other 
available investment opportunities.



The risk of losing the investment must also be taken into account. If 
a safe government bond pays 5 per cent interest net of inflation then a 
private business investment should pay substantially more. For a 
transnational investing in a country where it faces political, exchange 
rate and other risks additional to those of a familiar marketing business, 
a return of 20 per cent on external capital invested could be a normal 
target rate.

In 1980, A1 Haji earned only $340 on his investment of over $2000 in 
equipment for his enterprise as buying agent for the North Cameroun 
Marketing Board. His rate of return was 17 per cent; 1980 was a bad year
-  he could expect to earn more. Matlhaku's 1982 profit, $11500, was a 
return of about 29 per cent on his equity. For these operators the return 
on capital includes remuneration of their own labour and management 
skills. Enterprises employing a manager would charge his salary as a 
cost and arrive at a net return on capital invested. The return on 
Unilever's investment in Turkey was over 20 per cent in recent years; 
in 1965 it was only 9 per cent (see Table 4.7).

Returns on capital employed receive less attention in paraslatals. 
Their original capital may have been provided from public sources 
without obligation to pay interest. Some governments charge interest 
on fresh capital at a concessional rate and expect the parastatal to obtain 
bank finance for its purchases and stocks; they help in this by providing 
a guarantee. While a marketing parastatal may well be justified on 
service and social grounds it is appropriate, nevertheless, that it should 
account at market rates for the capital it employs. The advantages it 
offers may then be set against its full cost.

Market standing
Market standing or market share is another objective measure of an 
enterprise's performance. If it has a 20 per cent share of total sales of a 
certain product or products as against 12 per cent some years ago, then 
it has performed well in this regard. A declining share would imply the 
reverse.
' This measure can be applied to most marketing enterprises including 
parastatal monopolies where they compete on export markets. The 
Cyprus Potato Marketing Board, for example, was selling more 
potatoes in the U.K. and at a higher price in 1984 than ten years earlier. 
The manager was aware, however, that competing exports from Egypt 
were gaining ground. For Cyprus to retain its market share it might 
have either to accept a lower price, or spend considerably more on 
promotion.
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The market standing of a firm is high if its share of the market is at the 
higher income end, and if it has a reputation for quality produce and 
for reliability in its dealings. It is unwise, however, to rest on such a 
reputation for long. An economic recession or other adverse shift in the 
market may find it unable to match more innovative or cost-conscious 
rivals.

Quality o f  service
This is not easily measured, but is well understood by the clients of a 
marketing enterprise. AI Haji was liked by farmers because he paid 
them promptly, used correct measures, did not keep them waiting and 
was always polite. A fertilizer distributor would be providing good 
service if he could have ready for farmers the types and quantities of 
fertilizer they wanted at the time they wanted them, if he could explain 
clearly how they should be used and could arrange for purchases on 
credit.

Wimalejeewa, the commission agent, operates purely on service. 
His clients trust him to receive their produce, arrange for its presenta­
tion and sale at the best possible price, and to transmit the proceeds 
back to them. They have to trust his judgment in selling and his 
honesty over the price and deductions for expenses. Provision of credit 
to be set against the proceeds of subsequent sales was also part of his 
service.

Innovativeness
Thi i means readiness and capacity to introduce new techniques, adopt 
new forms of organization, develop new markets. It is important if 
there is to be progress in marketing in a particular sector of agriculture.

New techniques are quickly taken up aflcr ihey have been 
demonstrated as effective under the prevailing conditions. It is the role 
of the innovator to identify them and try them out. For Soex and the 
other exporters of green beans from Senegal, the use of air transport 
and special cartons designed to minimize its cost was a great inno­
vation. Cassava chips became the main foreign exchange earner of 
Thailand within a decade of the development of new technologies and 
markets by European transnationals and their local partners.

Social responsibility
Consideration for the welfare of the people with which a marketing 
enterprise is in contact is an intangible, but also very important 
criterion of its performance. To a considerable degree there is a



coincidence of longer-run interests. An enterprise that buys produce 
must treat its suppliers fairly well if it is to expect to have their business 
the following year. One selling supplies cannot overcharge for long or 
else farmers will look for another source or change their production 
pattern. Too soft an attitude, however, over quality control for 
example, is not in the interests of the growers concerned. It can mean 
that the eventual buyer is dissatisfied and that his business is lost. 
Co-operatives often have difficulties in grading. They find it hard to 
reject their own members' produce. The outstanding success of the 
Ha-ee village group in Korea reflects its leader's insistence on doing 
just that in order to build up a unique reputation for quality.

While they may vary prices according to quality, market conditions 
and terms of payment, most marketing enterprises find it advisable to 
offer their customers much the same terms, particularly those custom­
ers whose business constitutes the mainstay of the enterprise. They are 
concerned to avoid a reputation for unfair treatment, favouril sm o r ' 
unreliability.

A co-operative or parastatal may go further in demonstrating equity 
of pricing and service. It may absorb extra transport costs on produce 
collected from distant growers, for example. The management should 
recognize that this involves extra costs, however, and, in consequence, 
a poorer service to those producers who are more conveniently placed 
for the market. Thus, against a high performance rating on social 
responsibility, a lower rating for service, and for cost may have to be 
set. A good marketing manager has to be able to strike a balance 
between competing criteria of performance.
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Issues for discussion
1. In what ways can marketing managers of co-operatives and para- 

statals provide effective signals to producers on market require­
ments? Give some illustrations.

2. Prepare, as manager of a marketing enterprise, sales plans for three 
agricultural products of your country (a) on domestic markets, (b) 
on export markets. Appraise the scope for promotion by various 
methods.

3. Some marketing enterprises commit up to 10 per cent of sales 
income to promotion of new products. Comment in this light on the 
sales policies of the enterprises featured in this text.

4. Propose an additional activity for one of the enterprises for which



the case study includes an income and expenditure account. Con­
s t r u c t  a set of figures for Table 8.2 demonstrating estimation of its 
contribution to the general overhead costs of the enterprise.

5. Derive from the data provided in the case studies some significant 
ratios. What do they tell you regarding the financial efficiency of the 
enterprise concerned?

6. Construct a probable income and expenditure statement for Kallu's 
enterprise (a) as a producer selling only his own produce and (b) as 
producer and wholesaler, on the basis of the information provided 
in the case study. VVhat improvements are needed in your figures 
for situation (b) to make the enterprise profitable; how could they be 
attained?

7. On the basis of its success with potatoes the manager of the Cyprus 
Potato Marketing Board was asked to consider handling carrois and 
table grapes. Prepare an action plan for each of these products and 
a tentative budget along the lines of the income and expenditure 
statements for potatoes.

8. Assess the performance of some of the enterprises for which there 
are case studies; of some other enterprises with which you are 
familiar.
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6. Managerial Problems of 

Agricultural Cooperatives

Gene A. German*

INTRODUCTION

The roots o f many of the managerial marketing problems o f agricultural 
cooperatives stem from the fact that agricultural cooperatives are formed to 
deal with market failures and. therefore, stan their existence with a defen­
sive posture (i.e ., to protect or save the resources o f a failing market). This 
is in contrast with other marketing firms that start with an offensive moiive 
(i.e .. to make money).

Market failures express themselves in four ways:
i) prices arc unjustifiably low;
ii) cost arc unjustifiable high;
iii) poor quality products and services; and
iv) 'ack o f appropnatgjparkcts.
Although the specific market problems and failures that cooperatives arc 

forced to rectify may vary from organization to organization, they fall under 
the following general categories: ’

i) to achieve economies o r scale;
ii) to promote the adoption o f m od^ijiiechnology;
iii) to reduce destructive excess_j:apacity;
iv) to increase the efficiencies o f transportation;
v) lo reduce transaction costs;
vi) to reduce unnecessary risk and uncertainty associated with rparket

outlets and sourcci_of_impuis;
vii) to reduce unnecessary risk and uncertainty associated with_prices 

and costs;

 ̂ Professor o f Markeunc. Cornell Univcniity. Ithaca. New York. U. S. A.
Anderson. B.L. ■‘The Ea>nomics of Group Action in Ajiricullurc". Kimpcranve AnhuL 

9̂86. (Stockholm. Sweden: Foreningen Kixtperativu Studier. 1986).
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viii) to improve grades and standards:
ix) to assure accurate weights,  measures  and qualities;
X) to provide services  not available through traditional market chan­

nels;  and 
xi) to com bat  market  power .

HISTORY AND GROWTH OF 
COOPERATIVE MARKETING

Agricultural cooperatives decreased in number from *4.822 in 1974 to 
3 ,514 in 1984. During this same period cooperatives increased their share 
of farm products’ brought to market from 23 percent to 31 percent (Table
1). The number of milk and livestock marketing cooperatives decreased by 
about one-third during that period, while egg and poultry cooperatives decreas­
ed almost two-thirds. The number of grain and soybean and fruit and vegetable 
cooperatives decreased approximately one-tenth. Other types o f cooperatives 
experienced only slight decreases in numbers.’

In 1985, 11 cooperatives were listed among F on u m  's 500 top industrial 
companies according to sales rank. During the same year. 21 cooperatives 
appeared on F o o d  P rocessin g  ’v list o f the 1(K) largest food companies (Table
2). Most o f these companies have established respected brand names and 
rather well-known to consumers throughout the United States.

Table 1. Market Share of Cooperatives, 1984

hem
Number of 

Cooperatives
Market Share 

(Percent)

Dair> products 418 78%
Gram and soybeans 2.275 41
Cotton 487 35
Fruits and vegetables 394 17
Dr> beans and peas 52 18
Livestock and wool 583 8
Poultn,' and eggs 63 8
All farm products 3.514 31

Sourcc: U.S. Department of Agriculture. Farmer Cooperative Stalistics I984.S ct\\cc Report 
15. (Washington. D .C.; U.S. Department of Agricuhure, Agricultural Cooperative 
Service. November 1985).

.—   — - ________________________________________________________ 1________________________________________________

 ̂ Kotlcr. Philip. Markctiii}: Manafiemcni. 4ih Ed. (EnglewiMxl Cliffs. New Jersey; Prentice- 
Hall. Inc.. 1980).
Ann Gizela Stem. An Analysis of Cooperatives With Successful Marketing Strategies. Cort^II3

University. A Thesis. 1986.
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Table 2. Major Brand Names Used in Marketing Products of
Agricultural Cooperatives

m a n a g e r i a l  p r o b l e m s

Dairy- Products 
Challenge 
Crown 
Darigold 

. Dairylea 
Flav-O-Rich 
Hood
Land O’Lakes 
Lake to Lake 
Morning Glory 
Prairie Farms

Drinks 
Cranapple 
Donald Duck 
Guild
Ocean Spray 
Tree Top 
Welch's

Fruits 
Glorietta 
Libby 
Sunkist 
Sun Maid 
Sun Sweet 
Thank You 
Welch’s

Nuts
Blue Diamond 
Diamond

Swteteners 
Blue Ribbon 
Crysul Sugar 
Sue Bee 
Valley Honey

Other
Lindsay
Snyder’s

Vegetables
Brooks
Calavo
Comstock
Great Lakes
McKenzie’s
Redpack
Sacramento
SAW

Poultry (4 Red Meats
Farmland
Gold Kist
Land O’Lakes
Fresh Long Island
Norbest

Crain Products 
Blue Ribbon 
Hinod Rice 
Riceland 
3-Minute

Source: U.S. Dq»rtmcnt of Agnculturc. Cooperattve Brands o f  Processed Foods. Scrvicc Rcpon 
14. (Washington. D C.: U.S. Department of Agriculture. Agricultural Cooperative 
Service, June 1985).

Managerial Marketing Problems Facing U.S. Cooperatives
Although many of the marketing problems facing agricultural 

cooperatives in the United Stales are no different from those facing other 
types o f food distribution companies, some o f the most critical were iden­
tified by Stem in a M aster’s Thesis al Cornell University. "A n  Analysis of 
Cooperatives With Successful Marketing Strategies"* which are as follows:

1. Sm all size and less cg^ ijja ljhan  c o ^ e t i i o r s  is a problem facing many
agricultural cooperatives. Their small size does not allow for a specializa­
tion o f management functions such as marketing and finance. The lack of 
^pital is most noticeable in consumer advertising and marketing program- 
|Ties. Also, research and development is hampered or abandoned when work­
ing capital is scarce. a-
2. Entering inin projects without thorniigh and carefid analysis can be a symp­
tom of either too few management resources devoted to this area or incx-

* Ibid.



perience on ihe pan of the cooperatives’ management team.
3. F ocu s on sa le  o f  c om m o d in  an d  not a  con sum er brand. This problem 
can force a cooperative to be vulnerable to price competition from other pro­
ducers when products are indistinguishable as commodities. It was found that 
one of the most important factors in the success of an agricultural commodi- 
t\ was the development o f a recognizable consumer brand.^
4. D evelop  a  nwrkeiing p lan  f o r  the ' ma ss  m a rk e t '' a nd not specific-'-Uarget 
m qrkets ' Most  marketing managers in the United States agree that the mass 
market for consumer products no longer exists. Target markets that identify 
nxarket segments by geography and demographics (such as age, sex. income, 
occupation and education) are the most common segment variables. Con­
sumers arc also grouped by lifestyle and attiiudjgs Jhrough psychographic 
segmentation. A cooperative will often establish target markets for institu­
tional customers as well as final consumers.
5. F ailu re to consider com petitive position in g  o f  products. Very feu' con­
sumer products are offered in the marketplace without competition. Com­
petitive positioning is the development o f a marketing strategy that takes in­
to consideration the market position o f the competitive product. Factors .such 
as the competitive products’ price, quality and dependability are considered 
when developing this aspect o f a marketing strategy.
6. Focu.^ on production an d  fa ilu r e  to d ev e lop  a  markctinf; system. A 
production-oriented cooperative depends on the continuation of consumer de­
mand for products that are available and affordable. These organizations see 
their task as improving production and di.stribution efficiency. Agricultural 
cooperatives must develop a marketing orientation that will enable the firm 
to understand the needs and wants o f the target markets and .serve them bet­
ter than competitors. It is important to note that a marketing depanment does 
nQl.eosu_r£JbaLth6 cooperative wjH be m arketing-oriented. To be a successful 
marketing-oriented firm requires support from top management. This requires 
that leadership and direction to ensure marketing considerations are woven 
into every function of the business.
7. Failure to develop ajUfirketinfi plan. Without a marketing plan it is unlikely 
that the cooperative will enjoy long term success. This plan is a written report 
that establishes long term goals_and^trai[egies that the cooperative will use 
in positioning its products in the market and describe the results it expects 
to achieve.

FACTORS CONTRIBUTIIMG TO 
STRONG MARKETING PROGRAMME

In her research. Stem asked the management o f J4 successful agricultural

■' Ibid.
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cooperatives in the United Slates the question: “ What do you consider the 
major reason why your cooperative has a strong marketing programme?’** 
The most frequently mentioned factor was “ A quality brand franchise" by 
86 perccnt o f the respondents (Table 3).

The value o f the brand franchise allowed these firms access to customers 
and gave them a degree o f control o f their products throughout the market 
channel. According to Stern.

"In  addition to contributing lo product recognition and image, 
the brand franchise guaranteed consumers a consistent and 
superior quality. There was a significant emphasis on the
qualitative aspect of the brand franchise.......Consequently, the
brand franchise was viewed as closely linked to the second most 
common response (71 perccnt): The cooperative’s reputation for 
high quality products, reliable service, especially to retailers and 
outstanding and reliable performance” . ’

DISTRIBUTION CHANNELS

Agricultural cixipcratives reported.that they used primarily food brokers 
to market their products to retail and wholesale customers. Ail but two of 
the 14 responding cooperatives in the Stern study cited earlier used food 
brokers exclusively or in combination with their own sales force (Table 4).

Food brokers provide agricultural cooperatives with a fixed, measurable.

Table 3. Factors Contributing to a Strong Marketing 
Programme. 14 Successful Cooperatives

(Umt: Pcrccmi

m a n a g e r i a l  PROBLtMS

Response

A quality brand franchise 

Reputation for quality and service 

Concentrate on niches and what we 
know best 

Customer orientation 

Stress innovation and research and 

development 
<J00d people

Analyze all opportunities 
Effecrive advertising 
^iHingness to take risk

‘ Ibid.
’  n>id.. pp 74 3 ^  75

Specificallv
Mentioned

Overall
Evaluation

86 100
71 100

28 100
28 100

28 78
21 100
21 100
21 86
14 78



78 100
57 57
28 28
14 14

14 43

Table 4. Characteristics of Distribution Strategies, 
14 Successful Cooperatives

(Unit: Percent)

Specifically Overall
cpsonse Mentioned Evaluation

MAR KETING FARM PRODUCTS IN ASIA A N D  T H E  PACIFIC

Explore possible distribution 
channels 

Use brokers and own sales force 
Use brokers exclusively 
Use own sales force exclusively 
Very selective in choosing brokers and 

distribution chanels

selling cost and one that is usually less than the cost o f maintaining an inter­
nal sales force. Food brokers charge a fee only when products are sold. The 
fee is a percentage o f the selling price and ranges from a low o f about 1.5 
percent on non-perishable well-known brand names to about 10 percent for 
slow selling perishable products.

Marketing Advantages and Disadvantages
When asked to identify marketing strengths, 64 pcrccnt of the respondents 

mentioned their brand name, reputation and quality image as their prime 
marketing advantage (Table 5).

It is iiitcresting to note that this response is consistent with the response 
to the previous question “ What do you consider the major reason why your 
cooperative has a strong marketing program m e?" Eighty-six percent said 
it was due to “ A Quanty brand franchise”  (Table 3). The development of 
a successful consumer brand is given credit by a high percentage of 
agricultural cooperatives for the success o f their marketing programme or 
as a major strength of their firm.

When asked to identify the markeiing^sa^dvantages o f the cooperatives, 
43 percent responded that their firm was small ^ mpared with comfjetitors. 
A second concern was the limited,source o f equity capital. Stem points out 
that:*

“ Compared to the large food corporations most marketing 
cooperatives are small organizations. Land 0 ‘Lakes food sales 
were S I ,  103 million in 1984. It competes in the spreads market 
with R. J . Reynolds and Dart & K raft, which had food sales o f

* Ibid. p. 107.
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M ANA GERIA L PROBLEMS

Table 5. Marketing Advantages, 14 Successful Cooperatives
(Unit; Percent)

Responses Specifically
Mentioned

Overall
Evaluation

Brand name, reputation and quality
image 64 100

Assured supply 21 100
Unique technology and products 21 36
Full product line and diverse products

or markets 14 86
Good marketing people 14 71
Lean staff 14 50
Split boards of directors 7 50
Quantity control 7 28
Rigorous quality control 7 100

$10,951 million and $6 ,8 0 0  million, respectively, in the same 
year” .'»

It should be noted that both the advantages and disadvantages mention­
ed by the management o f these agricultural cooperatives were a comparison 
w ith jll .competitors and not ju s t  other cooperati ves.

r/IARKETlNG PERSONNEL

Where do agricultural cooperatives find marketing people with the talent 
needed to develop a strong brand franchise? According to Stem . 71 percent 
of the successful poonernfjves surveyed said that marketing personnel came 
“ from cornpanies with strong marketing programmes'* (Table 6). The most 
frequently mentioned firms were: General Foods. Pillsbury. Procter & Gam­
ble and American Home Foods. Also mentioned were the cooperatives dircct 
competitors and their advertising agencies.'®

PROBLEMS IN DEVELOPING 
STRONG MARKETING PROGRAMMES

When the management o f nine successful U .S. agricultural cooperatives 
'''ere asked “ Why so few cooperatives have strong marketing programmes” .

response once again focused on the importance o f a strong brand fran- 
'TTT
10 Annual Report; Top 100 Food Companies". Food PriHcssin ,̂ Dccembcr. 1985. pp. 26-30.

p. 112.



Table 6. Recruiting Sources for Marketing Personnel, 
14 Successful Cooperatives*

(Unit: Percent)

Responses
Mentioned

From companies with strong marketing 
programs 71

Internally 36
Executive scarch firms 28
Universities _  - 2 1

* An overall evaluation of this issue was not done.

chise. Seventy-seven percent said lhai the lack  o f  a brand franchise was an 
important factor inhibiting the adoption o f a strong marketing programme 
(Table 7).

Another deterrent to a strong marketing programme was the unwillingness 
o f cooperatjvcii to investjn_markc_ling. In summarizing this problem area, 
Stern observed:

“ There was a general consensus that to be successful in the market, a 
cooperative needs a ipng-tciro jb^iness orientation and to invest for the future
through m arketjresearch, product developm ent, plarus. people and brand
ad v ertisin g .*'"

MAR KE TING FARM PRO DUCTS IN ASIA AND TH E  P A C m C

Table 7. Factors Inhibiting the Adoption of Strong Cooperative 
Marketing Programmes, 9 Successful Cooperatives*

(Unit: Pcrcent)

_ Spcciricaiiy
Responses .

Mentioneo

Lack of a brand franchise 77
Unwillingness to invest in marketing 66
A focus on members and quantity rather than on the

market and consumers 44
Do not pay competitive salaries 44
A poor understanding of marketing among the board

and managen>em 22
Lack of strength in the market place 22

* An overall evaluation of this issue was not dontf.

"  Ibid.. p. 124.

1 1 2



Agriculture is still the mainstay o f  Indian econom y. T h e  ransfor-  ̂
motion o f conventional farming system, after introdi^tion o f 
modern farming package by using H Y V s, chcm ical fe rtili^ rs , pes­
ticides and mechanised operations, has given boost to the produc- 
t^ n  o f  foodgrain and oilseed crops. The post-green revolution im ­
pact has marked increa.scd productivity, and output o f different 
crops on one hand and the marketing com plexities on the other. The 
dom estic rhnrket for foodgrains and oilseeds has becom e multi- 
channeled ivilh different functional charecteristic$. T h e regional 

.variations in procurement and disbursement patterns have also been 
affccted  to a large extent due to increasing supply potential o f 
various agricultural crops. Thus, different marketing practices have 
been adopted in Indian agricultural marketing system in non-in- 
stitutional sector. This sector is largely dominated by the private 
tr.iders, middlemen and processors.

> However, lo reduce the influence o f this .segment o f traders, an 
inform al agricultural marketing pattern has been attempted through 
regulated features o f  trading by enactment o f an A ct authorised by 
British resident in Hyderabad district first in 1897. Later, the cotton 
trade was regulated in Bom bay province, promulgating Cotton 
M arkets A ct in 1927. The Royal Com m ission on A griculture 
recommended in 1928 thcestablishm cntofrcgulatedm arkctsw ide- 
ly in the country which was given considerable im portance. In post­
independence period, regulated markets have shown positive 
growth and their number riaised to 5 ,5 7 9  in 1 9 8 3 -8 4 .‘

Though the regulated markets have a network in the country as 
an alternative channel o f marketing, the number o f villages served 
per m arket is found very high. In 1983-84 , one m arket served 198 
villages. In other words, the number o f available regulated markets 
isvery  low. Thus, cooperative societies with an ob jective o f m arket­
ing agricultural products have emerged as an alternative channel 
during llic Sccond Five Y ear Flan, with a wider network. In all,

♦R ajagopal/ "Indian Rural M arketing", Rawat Publlcatiah|s/ 
Ja ip u r  and New D elhi, 1993







there are four principal marketing channels for agricultural 
products existing in the country— private traders, processers, regu­
lated markets and cooperatives. However, the fifth channel— Food 
Ojrporation of India— functions as a state agency and indirectly af­
fects the open market.

IVf *1 keting Clianiicbi

The agricultural produce markets may be classified into three 
c^iegories:(i) primary, (ii) secondary, and (iii) terminal markets. 
The function of each ty le of market is different and so the channel 
impact also. Diagram 3.1 exhibits category-wise channel distribu­
tion in fooitgrains marketing. ITie primary, secondary and terminal

Diagram 3.1 
Tjfpea o f Markets and Marketing Channels
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markets are interlinked and the common channel which operates in 
all the markets is commission agents or middlemen. The coopera­
tive marketing and proce-ssinp, st>cieties function in primary markets 
where the produce is a •semhleil. The procciwingsocieties are linked 
wi(h <he government t' iroueh public distribution system (PDS). The 
sot'ielies »l.so .sell (he or̂ KT'̂ st‘l1 grains in op̂ »> market besides the



wholesalers. The procurement functions of societies are limited to 
the bonafide members. It is an intermediary free channel for 
marketing of agricultural produce. The regulated markets arc large­
ly locatcd in towns and categorised under secondary markets where 
anivals of produce is large and the transactions which take place arc 
through auctions. Here too, the commission agents, wholesalers 
and proces.sors operate as the core group buyers. The terminal 
markets are the place where th« produce is transacted for export or 
for distribution to ultimate consumers. The diagram further ex­
plains the functional linkage among the channels in different ty ^ s  
of markets. In regulated markets, generally auction method is q)I> 
lowed to avoid the interference o f middleman. However, there irc 
many other methods, which are being explained here under.

Systems o f Sale

There are different systems of sale of agricultural produce practised 
in various agricultural marketing committees.^

Even in the same market, different systems may be applicable 
to different comnuxlities. Every system of sale has its merits and it 
would be dcjfiirable to briefly review the different method^. These 
are: (i) open, auction system, (ii) hatta (sale under cover) system, 
(iii) /latra-ctim-open auction system, (iv) fardi system, ^v) open 
agreement system, (vi) tender system, and (vii) forward or moghum 
sales syste^n.

(i) Open auction system: The ideal method of conducting open 
auctions is to a>nduct commoditywi.se sale by properly arranging 
the arrivals coming to market in open lots in front of the shop of the 
conm) ission agent, wherever he is functioning, to provide necessary 
cementpj or paved platforms, preferably covered, for the purpose. 
It is the duty of the commission agent to protect the stocks from 
damage by sun or rain or otherwise. An improvement over this is the 
exhibition of lots on the platforms specially provided by the market 
committee for this purpose. Whenever grading prior to sale is taken 
up, lots are arranged gradewise which further reduces the time in­
volved in the conduct o f sales as the traders do not waste much time 
in as.sessing the quality of the produce. The sellers also becomc 
quality minded in such a case and prepare the produce in a better



way for the market. Grading of the produce also helps the producer 
in correctly exercising the option given in regulated markets as to 
whether to part with the produce or not at the maximum price of­
fered in the open auction. It i.s a common experience that when the 
auctions commence for the day, the participating buyers are not 
many. Their number increases as the auction progresses. Towards 
the close o f the day again, the number of buyers may decrease. In 
order to even out the e f feet of th is phe nomenon over a II the comm is- 
sion agents in the market, common practice is to commence the 
day’s auction from the shops of different commission agents by 
rotation. For the benefit of both sellers and buyers, some market 
conunittees announce on the notice board the name of the commis­
sion agent from whose premises the open auction would start oo a 
particular day. Some other market committees hoist a flag in ad­
vance at a particular spot so that all intending buyers may assemble 
at that spot at the stipulated hour. The unit for which prices arc to be 
quoted is fixed in the bye-laws of the market committee. It is 
generally the practice to conduct the auction of a particular com­
modity at only one S|X>t at a time and not at many spots 
•simulataneouiily so that all the intending buyers o f that commodity 
can participate. This ensures the most competitive price to the 
seller. Otherwise, the intending buyers would get di.srupted and the 
most competitive or maximum price for a particular lot at a par­
ticular time and place would not be possible.

I'he time factor usually comes on tlie way of this system of sale 
being adopted in all n arkets, particularly in multi-commodity 
markets where the lots th.U arrive in a day are more than three to four 
hundred in respect of a single commodity. To tide over this difficul­
ty and complete U >e sales as expeditiously as possible and at the 
san,- time to ensure the most competitive price to the seller, dif­
ferent devices like appointment of auctioneers for the conduct of 
.sale by the market comm Htee, fixation of a time limit for each com­
mission agent’s premises depending on the number of lots put up for 
sale on any particu!»rd<i>, making the lots uniform in certain quality 
(actors by evening ihem out by pre-cleaning, drying, etc., introduc­
tion of grading, ai «< stipulation of a minimum unit by which the 
buyers have to inocasc the bid during the auctions, are resorted to
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by various market committees. Besides a competitive price to the 
seller, psychological satisfaction to the seller, buyer and commis­
sion agent, possibility of purchasing one’s requirements to fulfil 
one’s immediate commitments, and open indications of the trends 
in prices, which will be of guidance to small traders and owners of 
small processing units who have practically no facilities to b^ in 
close touch with the trends in terminal and atnsuming markets, We 
some of the points in favour of conducting open auctions. |

(ii) Sample system: In open auction, in certain markets, |he 
method of bidding on the basis of samples is adopted. The commis­
sion agent draws a representative sample which indicates details of 
the quantity, name of the seller, etc., by putting a slip in the sample 
and exhibits the same as representative o f the bulk. After the estab­
lishment of warehouses in some of the regulated markets by the 
Central andjStaie Warehousing Corporations, notified agricultural 
produce is xyarehoused by pro<lucers as well as traders. When such 
depositors \yish to sell their stocks, representative samples issued 
from .such stocks are taken to the regulated market and open auc­
tions are conducted on the basis of samples so exhibited. The 
sample issued by the warehouseman invariably indicates the grade 
designation which reduces the soope for disputes arising from 
variation in quality between the sample and the bulk.

(iii) Hatta system: In a few markets, (he price is still being set­
tled literally under cover by what is commonly known a$ the hatta 
system. Under this system of sale, the commission agent covers his 
hand with a kerchief and invites offers individually from each uft he 
buyers present, which the buyers make by pressing his fingers and 
finger joints, a language of signs easily uudersÛ k̂od both by the 
buyer and the commission agent. H ie highest offer thus made is in­
timated to the seller and after he agrees, the bid is clo.sed and the sale 
is coi^firmeil. The sale under this system is open to a variety of 
malpractices as the seller all the time remains in the dark and it is 
only the commission agent and the ultimate buyer who really know 
the price negotiated. The commission agents, however, disown any 
malpraaice in this sy.stem of sale and on the a>ntrary assert that 
under this system, the buyer, not knowing the offer of his rival, is 
obliged tt>give a higher bid. While I'lore may He substancc in
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it, there is no guarantee that the benefit of this higher price always 
goes to the producer, because he is unaware of the precise offer. The 
fact, however, remains that the hatta system of sale, wherever 
operated, is to the detriment of the producer and to the advantage of 
the trader and the commission agent, whatever may be the argu­
ments put forth in its favour or against it.

(iv) Hatta-cum-auction system: A compromise is sometimes 
made between the haua system and the open auction system and the 
price which is fixed under cover is declared openly and subsequent 
offers are invited before the bargain is nnaily closed. This system is 
followed in the cotton market of Amraoti and the vegetable market 
of Ahmedabad, both of which have been regulated. In practice, this 
system hardly has any advantage to be claimed, because the mutual 
understanding betweer the traders is so strong that in the open auc- 
tion that follows none .xtmes forward to outbid his colleague.

(v) fardi system: In some of the important markets of Marath- 
wada in Maharashtra, commodities other than cotton are sold by 
open auction in heaps or carts. But, the sale of cotton is made in a 
different manner. The auction, under this system, is conducted 
without Ute commodtly being physically present. The arhatias are 
divided into six fardis or groups. Everyday, the total arrivals o f the 
one group fixed for the day is put to auction as a single lot and is pur­
chased by the buyer who offers the highest bid. The arhatias of the 
other live groups could then sell the cotton of their clients to ^ny 
buyer of their choice at the rate bid for the day. If, however, the ar- 
hqtias of the other groups feel that they are not likely to have any 
buyers, they are requiied to offer their names to be entered in the 
fardi before the auctioi. starts and the highest bidder of that day has 
lo purchase the entire sirrivals of the other groups as well. Tliis sys­
tem of sale is d< trimeaxal to the interests of the sellers as the value 
paid is notbase<lon quality factors of individual lots and often is a 
source of dispui es.

(vi) Open nffreement system: This system of sale allows for 
direct negotiations between the sellers or their commission agents 
on the one hand and the buyers on the other. The produce, in this 
case, is supposed lo be sold at the highest possible price of the day. 
In a larjie number of markets, where the day's arrivals cannot be
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auctioned on the same day, the market committees have pennitted 
sales by op«n agreement. This system is not to the advantage of th^ 
seller in that the price arrived at by such mutual negotiation may noi 
be the most competitive rate in a large number of cases. ;

(vii) Tender system: In this system, at an appointed hour, a bell 
is rung and thereafter no tender slips are allowed to be deposited. 
The tender box is then opened tuid the tender slips are compared lot 
by lot by the Market Superintendent and the highest quotation for 
that lot is recon^ed in the bid declaration slip. The maximum price 
quoted is announced through the loudspeaker for the benefit of the 
sellers and the; buyers. If any seller is not willing to part with his 
produce at the price announced, he has to inform the market com­
mittee within the time limit fixed for the purpose. In the absence of 
such intimation, it is as.sumed that the seller is agreeable to part with 
the produce at the rate announced, in this system of sale, the physi­
cal labour involved is the least for the different parties concerned 
and there is certainty of completing the sale of all the lots by the 
stipulated hour irrespective of their number.

It has been further observed from the case studies conducted, 
that the difference in prices offered by the declared highest bidder 
and the next one in many cases amounts to as much as a few rupees. 
This clearly indicates that the price quoted arc based more on in­
dividual calculations of profit margin than by simply working out 
the parity price ba.sed on the terminal prices. This tender system of 
sale has one definite advantage over the open auction that it is time 
saving.Thle intending buyers visit the commission agent’s shop and 
record their quotation in thebid slip supplied by the market commit­
tee and deposit these in boxes ^boxes of different colours are 
provided tor different commodities) placed at convenient centres of 
the yard. The bid l>oxe.s arc opened at the pre.scribed time and the 
name.s o f the highest bidders for various lots announced on mike 
and later confirmed in writing by the aimmittee and the buyers.

(viii) Forward or moghum sales system'. Forward sales, 
moghums»\cs or nominal .sales are the different names of a method 
of sale wherein transactions arc made only on the basis of an oral 
understanding between the buyer and the seller without mention ing 
the rates. It is understood that the buyer will pay the price prevailing
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on a particular date. This system is usually adopted where the 
agriculturist borrov's money from traders or where the place o f his 
residence is far awry from the market.

Channel Efficiency
In a multi-channel market economy, the business moves around 
comparative advantages. There are many factors that affect the 
marketing efficiency of a channel. However, the seller’s decision 
ultimately determines th<! selection of the trade channel based on 
socio-economic perceptions and comparative gains. The price- 
spread in produce marketing, middleman's margin and seasonal 
deviation in prices are the important indicators in measuring the 
economic efficiency in a multi-channelled marketing system. 
These indicators are correlated and affect the marketing efficiency 
of the channel as pooled factors. Table 3.1 shows the variables as­
sociated with the er'ficiency indicators in different marketing chan­
nels. Of these,the devi.ition in prices has greater impact on 
economic efficiency as compared to other indicators. The high 
deviation in prices with particular channel, does not stimulate the 
producer to prefer for transactions therein. However, the price 
spread in marketing and the producers’ share in final product also

Table 3.1

P r o J u c t r 't  Shttrt C o t l  o fM m r k e t m g P r ic e  Devim tiott

1. P ro A tc e n ' P ric r 1. T r t u p o r u i iu i i 1. L>eaaSeaaoii

2. P f ice o f  Food |{ra iiix 2. W e ighm g 2. PeakSeaaon

3. H rtc e o fb y -p to d u c i i .  Labou r 3 . R iak C oe rnc iem

4. W e igh icd  Price 4. C o m m iu io n

5. M w k e iC e u  

Pr«tceMing Cost

7. D ik fiosa l C4>sl 

H. S u ie  Taxes 

9. M  iK c lla n e u u s  

U). M id d lc m in 's  M a rg in

determine the efficiency of marketing in a channel. There are few 
studies coniWctcd in regard to the measurement of economic ef-



fidency of marketing channels for agricultural trade. It is observed 
that the efficient marketing channel enabiei» the producer to op­
timise his share as well a& provide scope for the trader to liberalise 
the Uansaction and gain more profli. In the following section, a case 
mudy Kmh hcen diacuaaed fur clear undemtanding about ihe 
economic dflicicncy of marketing system in Madhya Pradesh with 
specilic reference to paddy.

Economic EfTldicacy «T Puddy Marketing Syatcm^
One o f the characteristics o f agricultural production in a vast 
country like India, with varying faiin economic conditions, fs the 
regional specialisation. Thus, some states like Punjab, Haryana, 
Andhra Pradesh, Madhya Pradesh and some regions within the 
states have a comparative advantage over other in the production of 
cereals. Under free market economy, such regional specialisation 
would result in an optimum use of land and other resources through 
the operation of an effective pricing system and an efficient, un­
restricted flow of goods from the prixiucer to the consumer through 
channels of marketing. It is in this context that the farmers’ response 
which influences the structure and organisation of the economic ac­
tivities in various marketing channels assumes critical importance.^ 

Marketing is a controversial Issue with producer, proce.ssors, 
wholesaler, and retailer alike. At this stage, it is essential to define 
the BonnpfK nf markriin* ehahniln «<»
The channels of marketing involved in paddy trade can be identi ficd
(a) in terms of a pipeline for transaction of goods from the producer 
to the consumer through cooperatives, (b) as a combination of agen­
cies iHitween producer and proces.sor, (c) hh intermediary sellers be­
tween producer and ultimate consumers, and (d) as regulated 
markets.-' I l jc  pre.scnt study explores the efficient marketing system 
prevailing in Raipur di.strict of Chhattisgarh region of Madhya 
Pradesh in paddy marketing.

The Problem
The specific objectives o f the study are; (a) to identify some in­
dicators of economic performance of marketing channei.s, (b) to 
ct)mpute the measures of overall performance n' i-uldy marketing
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ci>»Anels, and (c) to identify the efficient marketing channel. In the 
context of paddv markeiing system, the participants have some 
choice to operate in different channels. The marketing efficiency 
might vary rtccoi ding to the marketing channel and the participants. 
In marketing teimino'ugy, operational efficiency refers to all ad> 
justmenls that niay b« made by the individual firms to reduce the 
unit cost.*  ̂ NevfrUirltis, the variable Mow’ or ‘high’ producers’ 
share in the value uf final product gives an idea to some extent 
whether there are any interactions or agreements or not. In this 
study, the marke ing margin of middlemen has been used as a proxy 
to the criterion r or unrestricted mobility o f large transactions be­
tween hu y ers and sel lus. The variable representing the variations in 
prices has also been u ied to identify the spatial and temporal price 
variations and market integration.^

Raipur district in Chhattisgarh region of Madhya Pradesh, 
being the highest paddy producing area, was selected for the study. 
Paddy is the staple crop and it occupies % .8 8  per cent area out of the 
cereals grown. The production of paddy per hectare is 908 
kilogram.s on an average*

M ethodology
The six perform ince indicators in four marketing channels reflect­
ing economic etficiency can be stated as follows: (i) producers’ 
mHNN. (li) MUHUI, (IK) HtNrKdti (iV)
deviation, (v) peak period .seasonal price variability, and (vi) lean 
pericMi sea.sonal price variability. Four channels o f marketing 
studied are: (i) farmers selling paddy through agents/brokers to the 
traders in village markets, (ii) farmers selling paddy through agents/ 
brokers to the rice millers, (iii) fanners selling paddy to marketing 
ctK)peratives, and (iv) farmers selling paddy in regulated markets.

The producers’ share isdcrive<<by the ratio o f net average price 
received by the priKlucers to the weighted average price of rice and 
bran. It was caiculaleJ with the following formula;

„ . n.W r + 'Phi.Wh 
Wr-^Wh

where Pi = average |>rice of rice in each channel,
Pbi s: average price of bran in each channel,
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I
Wr » I weight for rice,
Wb z : weight for bran, ano 
i s  number of chijinels.

Weights are derived on the basis of average input-output ratios 
of rice and bran in each channel. The cost of marketing is calculated 
per rupee and the lowest marketing cost channel was ranked I vis- 
a-vM IV. The same approach has been followed in ranking the mar­
gin of Middlemen in each channel. The deviation (3) between the 
highest and lowest prices in each month in the respective channels 
hasheencomputed.The price equalisation among all (he categories 
of farmers denotes 3=0. The sca.^nal movonent of prices has been 
studied by applying the simple standard deviation (c) formula in­
stead of a>mputing time-serics data. The formula used in the study 
is as follows:

a -  Wt(Pt~pf 
where o  = sea.sonal price variability index,

P = average price of paddy of the season in each 
channel,

Pt = average farm price for the agricultural year,
T  = total months in the season, and

__________ ditrinjs Ih* mmuk in m cJunu—l (Si)___________
Sum of the mUt dttnng tkt month m all chtmutti (Ei Kl Sit)

The term ‘.season’ implies peak and lean periods. The peak 
period repre.sents transactions from November to January and lean 
period from February to April in each agricultural year. The estima­
tion of ‘a' was carried out .separately for each period. A lower value 
of ‘a ’ shows that the farmers’ prices were not affected by the 
.sea.sonal variations and vice versa. The final ranking of all the six in­
dicators for the four channels was computed hy the composite index 
formula;

Nt
where Ri = total value of ranks of all indicaUvrs (l|...U) 

all channei.s, and 
Ni = number of indicators.



The discussion, «s slated earlier, is mainly confined to the 
paddy marketing system in Raipur district of Chhattisgarh region in 
Madhya Pradesh. Four markets, namely Sigma, Raipur, Bhatapara 
and Rajim were chasen purposely based on the criteria of highest 
agricultural population and significant marketed surplus. Forty 
fanners were selncied on the basis of random sampling method 
from each of the f< »ur villa jes in each market (Table 3.2). But due to 
non-availability of cinta, 35 fanners were excluded from the 
analysis.

Table 3.2
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M t r k M  . V .llm g e

___ c _ ___o _
C Im M * U

- T o u l

1 I I I I I I V

Sugar 1 10 8 18 4 4 0

2 6 12 14 8 4 0

3 12 — 20 — 32

R *ip « r 1 t( 12 7 13 4 0

2 5 12 8 4 2 37

3 10 13 — 10 33

H lu n « p *ra 1 ft 12 8 10 S H

I 10 6 12 12 4 0

3 7 — 10 10 27

H a jim 1 10 14 10 4 38

2 8 10 12 10 4 0

3 5 8 20 7 4 0

•> ''la l W 107 137 100 445

In addition, the data regarding marketing costs, purchase, sale 
prices, turnover and quantitative information from 12 cooperative 
marketing societies, four regulated markets (mandii), 24 traders, 12 
brokers and eight proces.sors were a)llected through the .short and 
purposeful schedules and personal interviews. The study was con­
ducted in two phase.s— 1980-81 to 1981-82 and 1982-83 to 1984- 
85—  to keep the accuracy in personal interviews and primary infor­
mation of farmers. Tlie data have been updated to 1986-87, with 
more number of indicators for extended study. The data of alternate 
years were taken for .tnalysis on the assumption that these reflect
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more specific change in the values o f selected indicators.

Results Mwl Dkicugi«k>iaft

The producers’ share in the Tinal product price in different market­
ing channels (Table 3.3) is highe.Hl in channel 111, followed by chan­
nel IV nnd channel II and is lowest in clianncl I.

Table 3.3
Producers' Sham in th* Final Product Price in Dfffereitt 

Marketing Chattntla
(Rsiper quintal)

Fmrtitulart CkaHiuU
I

P ro d u c e n ' P rk «  ( !> )  148.00

P rice  o f  R ice  (P i) 295.00

P rice  o M if M  (Pk) 101.00
W eigK led  A v e c tg a  P rice  o f  r ice  237.00
aad hjrae (P w rti)

P receM ege o f  P to d itc e rt’ Share 62.44

(^j.,00,
lUekOiJ

J i m _____

755.15 

2«6.(K) 

105 00  

2JH.90

64.04

III IV

161.06

2«0.00
40.0U

2 2 3 .1 *

72.16

I.59.R7

2K2.00

221 .40

71.62

W e ic li lK  ta p u l-o a lp M  > m io. 100 kg. pMk>y>08 K g . r ic e  *  2«  kg . brea.

T h e  b a lu c e  la each id e a liiy  ia «Haalage.

The re.sults disclosc that the farmers get the highest benefit if 
they .sell their produce through the cooperative marketing and 
processing units. The ox»perative marketing and processing units 
in (he disirict have the credit-marketing ban king scheme. Under thi.s 
.scheme, they cvtllect paddy through their linking centres, set u|> ut 
the village market level and the mcmber-farmer is paid one rupee 
more than the mandi price of tlie day. l l i c  sale value of the member- 
fanner i.s adjusted in the outstanding of the previous crop loan taken 
by the farmer and the balance amount, (if any), is paid to the farmer. 
Thus, by the repayment of the loan, the farmer bccomcs eligible for 
the crop loan from the society for the nex» cropping ,sea.son.

The private iradera, along with (heir kochiasw ho  purcha.se the 
paddy in the village market, give the lowest share to <hc priklucrrs 
in the (Inal prc>duc( price.
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The cost of marketing of paddy and the margin of middlemen in 
various channels ("rable 3.4) show that the cooperative marketing 
and processing units (channel ill) have to incur the highest market­
ing costs whereas the same is lowest in regulated markets common­
ly known as maruli (chimnel IV). The study depicts that the co­
operative marketing ami processing units incur more marketing 
costs due to lack of proper infrastructure available at the village 
procurement outlets. Be itdes this factor, the cost of milling is also 
high in the cooperative channel (channel III) as compared to the cost 
met by channel 1 and II. The co.si of marketing is low in channel I 
compared to the channcl II due to milling and taxation fa'.'tors.

Table 3.4
Costa o f Marketing and Margin to the Middlemen in Different 

Marketing Channels
(inRs.)

Chaimeb
r m m c m a r t

/ 11 m / V

T ra a tp o rU lio ii 0 .019 O .O II 0 .018 0 .014

W e ig h i> g 0.013 0.010 0 0 1 7 0.012
I j ib u u r O O lV 0 .018 0.017 0.010
C o m m i(iiio « 0.005 0.005 . 0 0 0 5 0.000
M * fk «  C m u 0.010 0(110 0.010 0.010
M ill in g  C iM l 0 .2.^6 0J 68 0.272 —

D ik p u u l Cost 0.015 0.017 0.010 0.010
1 0.0  IV 0 .138 0  121 0.131

O ih « r C o m O J54 O J IO 0 3 5 0 0 J 7 2

T o o l  ('OKl O.KIZ 0.7R7 0.R3K 0.76H

(2) (3 ) (< ) ( 1)

M a rg in  lo  M id d le n irn 0 IKH 0.213 0.162 0 ,232

( I t ) 0 ) (3 ) ( 1) (4 )

T o w l 1 1.000 1.000
K ig u re i t> pa rcn ihcM a  iad ica ie  raaks.

The deviation between the minimum and prices (Table 3.5) is 
lowest in channel I and highest in channel IV. The possibility of 
such re.sult in chnnnc! fV may be due to the demand and .supply con- 
itisions in the vil laves. The number of buyers in the village markets
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is less and the sellers are more, thus, the private buyers (traders) 
make quality difrerentiation and price discrimination.

Tabic 3JI
Deviations betwmm M M mum mm!Maximum PricsB im Difftrent __________ MaHutinji Channala

Ytsr ChmAmtU
U III IV

1980

1984-85

1 7 J

•jO
13J
1A.V

0
«jO

14.0

16.0 

N T  

N T  

N T

0
2 6 j0

273
N T

N T

N T

1S9J

12
13.275

4

1 8 .*

10.*
1«jO
3.9

0

0

IO jO

5jO

0
N T

0
N T

*X )

23,0

iA
5 .0

N T

0
108.7

15

7 .2 4 *

2

2S
6.0

4 J

0

0
2J

1.4

2 H J )

0
N T

N T

10.6

10.6

3J5

2.8

N T

N T

82.5

14

5.890

1

28.0

7.7

4.2

22J
0.7

0.7

85
10,7

17.6

N T

N T

N T

14.9

31.5

2.12

3 J
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Tlie seasonal variations is priccsof paddy for the peak season in 
different channels (Table 3 .6) elucidate tliat the lowest variation in 
prices is found in channel I and the highest io channel rv . The 
produce Is disposed of in the regulated market (mandi) by open auc­
tion and so price variation* may be high in the peak season, l l ie  
variation in channel I is higher than that in channel II, because the 
private rice millers association formulates the procurement price
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Structure according to the trends in other active marketing channels 
in *he peak season.

Table 3.6
ChanntltviM S^asatnl Pricm Variability factors for the Peak

Staaom

Mtmth C h m m m U
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In the lean season, transactions of paddy in all the marketing 
Channels are n eagre. But, the availability data (Table 3.7) on the 
channelwise st asonal price variability factor for lean season indi­
cate that the price variation is the highest in channel IV and the 
lowest in channel 111, followed by channel II. No rank has been al­
lotted to channel I due to insignificant data.

Further, re.sulis in Table 3.8 regarding the efficiency of market­
ing channels drawn on the basis of the ranks of different perfor­
mance indicators in differentchannels describe that channel III pos- 
se&ses the high s&t marketing efficiency, followed by channel II and 
channel IV. Tl>c performance indicators make it clear that channel 
I Ls not efficient in the agricultural marketing sector in the paddy 
producing regions. It may be due to low prices received by the 
farmers in this channel compared to other channels. The farmer’s 
response to the marketing channels is found signiflaint In the 
cooperative sei tor compared to other channels of paddy marketing.
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Tabic 3.7
Channtltviat Smwoma/ Pric* Vmriability Factor for th  ̂Ltan
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TabkSJ 
Efficitmof o fM atl^ting Chamntla

M s r iu t u ig

C h m n n e U

Ptrfemumculmiie
C o m p o

fi/Ni
FiiuU

Mmttktmg

I

I t

I f l

IV

3 .60

2.16
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R i a  T o ta l v t lu «  o f  ik a  n a lu  o f  p e r fa m ie o e  ia<tkah>r».

N i  »  To»«l « m » b o  o f

Relative 1bi|mciii o« FarmUBg

The marketing efficiciicy also affecU the economic oonditioqs of 
the fa m , which have <lir«ct beaMAg on decision making. Tbe Ipffi- 
cient mnrlceting channel builds the relationahip between m ifket 
sinicture and farm deciaJona. The effkJency in marketiM<* t^anncls 
determineK the cm t of cultivation, f&iuM nteclMnisntion,«• in­



tensity, and extension ser/ices to a large extent. The following case, 
explaining these (acts, ij, an extended study of paddy fanning in 
Chattisgarh region of Madhya Pradesh detailed in pretext.

One (if the characteristics of agricultural production in 
heterogeneous agro-climatic /.ones with varying economic condi­
tions is ijie regional specialLsation, determined by various economic 
factors, such as cost of production on crops, relative efficiency of 
marketing channels, price spread, and the like. Under free market 
economy, such regional specialisation would result in an optimum 
use of land and other resources through an effective pricing system 
and mobility o f goods and services. It is in this context that the 
fanners’ response which influences the structure and organisation 
of farm economy in various marketing channel assumes critical im­
portance.’

Marketing is a complex i.vsue and with the inetervention of 
various marketing channels in the procurement of farm products, 
the traditional agricultural marketing sector has started experienc­
ing graiM-root changes in the market structure. The multi-channel 
stnicture of agricultural markets in the country has provided the 
farmers, the choice of marketing channel to strike a profitable bar­
gain through opening up new dimensions of buyer-seller relation­
ship which influences several farm input-output decisions.*® The 
farm decisions determining the farm economy, subject to influence 
of nliernative channels, may range from the usage of scientific 
agricultural packages lor crop production to adoption of farm 
mei hani.saiion practices.

This .study expUtres the relationship between market structure 
and farm decision in paddy cultivation in Raipur district of Chattis- 
garh regiiin in Madhya Pradesh. More specifically, ihe study seeks 
(o assess the impact of marketing channels on the farm decisions 
towards input use and farm mixlemisation. Further, the study 
analy.ses the economic efficiency of alternative channelsof market­
ing through selected indicaturti. ITie study also examines the impact 
of these decisions on thr levels of productivity, marketed surplus 
and famt ictums.’ *

Some studies*^ on farrn management have revealed that the 
farm cconomy of thr reji'icm becomes unstable if the cropping pat­
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tern mismatches with the market economy. So, there would be shift 
in the cropping pattern and also in farming technology in the region. 
Hence, it can be slated that the farm practices and marketing 
economy vis-a-vis are interrelaled concepts. In the marketing ter­
minology the operational efficiency refers to all adjustments that 
may be madci ^y the firms to reduce the unit a>st and optimise the 
production, TTie choice of appropriate trade channel, therefore, 
helps in protecting the producers from getting the low prices for the 
produce, stagnation in farm production and other attributing fac­
tors. In the context of paddy aHÛ kMing in the study region, the 
farmers have a limited choice o f  duilflei as the niral markets are 
held periodically, and are dominated by the commission agents of 
wholesalers and processors. This<is one of the reasons for agricul­
tural development not being in tune with the economic efficiency in 
the marketing channels. However, in town markets, the option on 
selection of channels is wide but has limited impact on farm 
economy. Therefore, there is a need to find out an economically ef­
ficient channel whidi has impact on farm economy, to draw more 
appropriate strategies for development thereof.

Results andDiscussioits , ^

The results regarding the efficiency of marketing channels drawn 
on the basis of the ranks of different performance in d ic a te  in 
various channels are exhibited in Table 3.^. It shows that channel III 
has the highest marketing efficiency, followed by channel 1̂  and 
channel IV. The performance indicators also reveal that chanricl I is 
not efficient in the agricultural marketing sector i(i the [ addy 
production regions. It may be du« to low prices received I y the 
farmers in this channel as compared to other channels. The peak 
season for Paddy marketing is betwcea November andJanuai y and 
the lean season is from Petmuiry to April ia each agriculturailyear. 
In the lean .season, there are no wgnifi4EMit transactions in channel I. 
The farmers’ response is found aigniflcant as compared to the other 
marketing channels because of credit-marketing linkage facility.

The impact of marketing channels on farm decisions in iemi.sof 
input u&c'and farm modemisaliun is displayed in 'I'able 3.10. The
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Me
Table 3.9

nemt ofMarkmtittg Efficiency in AlteniaHve C/umtul
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(able explains that the production costs of most of the fanns in­
creased with a shift from channel I to channel IV except in case of 
small farms which showed an increase in the cost of production in 
shift of marketing channel I to channel III. The major components 
of cost o f production in paddy are H YV seeds, fertilisers, pesticides, 
human labour in intermediate operations, i.e., between pre-sowing 
and harvc)»ting, harvesting costs including threshing and winnow­
ing and land rent payable to the state. Unking up with the results of 
the earlier study in Table 3.9, it is observed that the farmers who 
have realised higher prices in a channel, incur more farm cost to in­
crease the productivity as well as the marketable surplus. It is 
moreover observed that higher farm costs are associated with chan­
nel, III fur small fanaers and channel IV for large farmers.

The concept of farm modernisation, as perceived in the study 
region, may be defined a i an altitude towards the use of HYV seeds, 
feitili.sers, pesticides and aj/ricultural implements for threshing and 
winnowing. 1110 u.se of i r»cU)n5 is very much limited to a few large
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farmers due to fragmented landholdings. Bullock power is com­
monly used and also hired. The percentage of farm modernisation is 
more with regard to large farma in channel IV and small farms in 
channel Illbecauseofcreditfacilities foi agricultural tn|>utsand im­
plements in channel III.

Table 3.10____ Impact ofMarkmt ChamutU om Farm DtCMioma____
------- i-/i— ^  Chaiu—lii

Fmrmt Dmcitoiu / 11 III IV

C o « of Cullivaiion 
(H». pw • «• ) (Fii)

SF 107S.7# im jo o 1168.46 1078.78

MF tl2SX)6 11.^ J2 11W 32 ir n X Q

LF 1330;00 153«JI6 1330XK) 14W S I

A I IF m t r * i n t j a 1X11.68 12U.43 1309.*2

(4) (2) (3) (0
ParcMMag* of Farm 
m odai«kaliM(Fi])

SF 12.4 12.4 14.6
i

l i *

MF 13.1 13.6 14.0 J4.2

LF \lJk .) 1S2 13jO 1' 3

Alt Faraaar* 12.71 13M 14.43 1< 37

AS..... (3) _ 0 . . . (1 1

The marketing efficiency of alternative channels affects 
another setof farm decisions comprising <;ropping intensity, contact 
with extension workers and the dê pnee of risk averse with regard to 
adoption of farm modernisation techniques. Table 3.11 describes 
that the channel III is more enoouragiitg for making favourable farm 
decisions on the above factors to augment production followed by 
channel IV and channel II. Channel I is found to be the weakest 
marketinj^ channel that affects the fiuin decisions. It may be be­
cause, the farmers who sell their produce through middlemen in vil­
lage markets are cither indebted to the traders or get low marketable 
surplus and so find it difficu!t to at'opf farm modernisation techni­
ques.
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Table 3.11
DtciaUmB on Farm MoJemiaation Factors
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The an«lysisof shi t in price and markeUible surplus of paddy in 
alternative marketing c i>anneLs, exhibited in Table 3.12, reveals that 
the price shifts have sh< iwn upward trend in channel IV and channel 
III and promoted the m irket arrivals. The price trend was very poor 
in channel!.

Tabic 3.12
Shifts in Pric* and M arlatabl* Surplus in Marketing Chatmtls

Chuutets
iH d icm lort

1 II III I V
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M *rkM *l> l«  S u rp lu *  u  a P ropon ioa  lu 9 6 3 7 98.91 99.S2
PnMhictioa (Pi?) (3) (2) (0
P ig u fM  ia  p u M i l iM M  ia d ic a i*  raaks.

l l ie  overall impact of marketing channels on farm decisions 
with reference to paddy is shown in Table 3.13. To conclude the as- 
.sessment of the impact c n Agricultural marketing structure on farm 
decisions, the study r.;ve ils that though the marketing cooperatives 
(channel III) are the cfiicieni marketing channel (Table 3.9) as 
referred in an earlier .sludy conducted by the author, it was found 
that it ranks second in tletermining the farm deci.sioas for higher 
productivity. The regulated markets (channel IV) have shown more 
significant impact on the farm decisions of paddy cultivation and 
marketing as the channr'iIV stands first among the alternative chan­
nels liui. ii has to he n< (eid lhai the channel IV is popular among
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large fanners while chanoel III is the popular media for transactions 
among small farmers. The cooperatives in the region provide credit 
marketing linkage facility. They advance crop loan to farmers and 
adjust the repayment with the marketed surplus.

Tab !* 3.13___ Impact ofMjtrkstbtg Chmnnela on Farm Decisions___
FmrmD^cuum
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Thus, the Study finds that both the channels UI and IV ace eff i- 
ciwit either in marketing or promotipg farm decisions. Thus,J keep­
ing in view the agro-economic development of small farms, the 
cooperative institutions also need to be toned up in the region to co­
exist with regulated markets. The regulated markets should also be 
made more popular by opening sufficient sub-market yards and 
procureiy^ent centrea as they also act as an effective change agents 
for making farm decisions to aufment productivity. The study, 
therefore, suggests the need for expansion of regulated marketing 
and enforcement of regulatioos in primary markets as a prerequisite 
for the economic development o f f«nn community.

Cooperative Marketing
■ . I

The above stated comparative studies on marketing channels with 
reference to paddy crop reveal tk&t from the farmers point o f view 
the regulated market and cooperatives are the efficient channels. 
Cooperative marketing has a long standing in India, It has been 
reformed time and again, under dif ferent social and administrative



i,ct-ups. However, t ley could not yet come up as a strong alternative 
channel for marlciting of agricultural crops. The cooperative 
mariceting stmcture comprises 5,923 primary marketing societies, 
of which 2,633 belong to general cstcgory of mandi or regulated 
market level and 3,290 exclusively deal with specific commodity 
marketing. The NA functions as «n *apex’ marketiog organisa> 
tion. The total value of agricultural produce marketfDd in 1987-88 
WHS worth Rs. 3,9( 2 crorcs as against Rs. 175 crores in 1S>61>62. 
This picture shows the intra-organisational growth trend but docs 
not rxplain the comparative growth of cooperatives along with 
other channels o f marketing. It is reported in some studies*^ that the 
coopera ti ve sector transacts with 24 per cent o f the total marketable 
surplus on an average. The major problem which bogged down the 
marketing cooperatives is the inadequate financial status. This 
situation is largely exploited by the private traders in foodgrain 
marketing. The itinerant traders procure the foodgrains at the vil­
lage at relatively low prices and chaimelise it through onward 
linkages. Such conditions have been found responsible for ‘distress 
sales’ during the early post-harvest period.

The production activities in farm and non-farm sectors are lar­
gely concentrated in rural areas in India and are being regarded as a 
feeder source for the processing industries and markets located in 
urban areas. But, the majority of farmers and entrepreneurs are un­
organised and individually powerless against the market forces. 
The people’s participation was encouraged by political groups 
during pre-indepentience period to claim their econMnic rights. 
Later, various organisations, with a view to protect their interest, 
have been initiated during post-independence pieriod by govern­
ment and non-government organisations (NGOs). These organisa­
tions were regulated under Cooperative Societies Act in subsequent 
years after independence. By and large, the organisation o f 
cooperative institutions in various sectors for production, process­
ing and marketing b is been considered as a major attempt against 
the exploitation by private traders and in developing an efficient al­
ternative marketing channel. However, the origin of the marketing 
cooperatives in Inditi datesback to 1915 when the activities o f credit 
cooperative societies were extended towards marketing o f agricul­
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tural produce. The strength o f cooperative marketing societies in 
India during 1985 was 5 ,942 as against 9,778 in 1955-56, Many 
societies were dosed down du© to infrastructura!, financis! anc! 
!ega! prc^lems.

Tbe cooperative prooentng and marketing societies, serving 
farmers and rural entrepreneurs, present diversity in their perfor­
mance, It has betn  found both at inter>regional and intra-regiona!! 
levels. The cooperative raar!ce!iag societies can be clMsif^ed into 
two groups:(i) cotmnodity oooporative niarkeUng societies, and ( ii) 
cooperative prt>oe«siB£*cum>martoting societies. The cooperative 
societies may be dealing in prodnctkMi, processing or market’̂ ĝ 
depend significantly on the socia! stractura, the group managemipnt 
approiich and the economic envotMunenl. These factors determine 
the magnitude and direction o f the cooperative movement lead^g 
to success or failure. The sucoeM the primary cooperatives 
depends on a congenia! socio-economic environment for the 
growth and development. The cTcpcrience of cooperative marlceting 
provides considerable opportuiiity to b«i!d up a strong alternative 
channel against private ks^yitng. Itvhows group dynamics woven 
around oommoB interest asd rasc^tfes flEiwrtng. The limited oppor­
tunities for small farm m  lA b o m o e m ^ tio n
and poIitidUinterference in t!M»mar)c«tcemniitte«, traders lobbying 
and semi-pofmeability o f sodal stradw e have all brought io focus 
the need for community partidpation. In due course o f time, it has 
stimulated the social dynamism for ceoperativisation in many sec­
tors 10 draw better monetary benefits within the existing rural 
econoinic systems. The discussioa on these issues has been or- 
ganLscd into four sections. The following section deals with social 
dynamics in cooperative movement, particular'y for common 
economic benefit through organised efforts in marketing farm and 
non-lanp products. This is followed by two sections analysing the 
economic dynamics and the direction o f growth of marketing 
cooperatives In India respectively. The !ast section deals wi?h tJsc 
magnitude o f differtat sets o f problems faced in the cooperative 
marketing system. The data for snalysis have been used from the 
siatisiica! statements related to cooperative movement in India, 
nubli^Ncd *>y Reserve Bank o f India -) and S'ASARD for the
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respective periods.

SocUi! Dynamics
In economical context, the rural society can be classified into two 
categories: (i) benefited class, and (ii) supreased class. It has been a 
social phenomenon since the participatory dynamics in the country, 
as exhibited in Table 3.14. The cooperative marketing socteties in 
the Third Five Year Plan period were reorganised and a large num­
ber of societies were iiqu idated. It has caused steep fallin number of

Table 3.14
Growth o fM em bm hip  in Primary CooptraHvt NUtrktting 

Societies (1955-85)

MARKETING PRACTICES 75

N o . o f M a r h a m g S o c u t i m M m m h t n k i p  ( i m L M u )
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K igu res  \m p a rM ith « M  WMmal oom pound  g ro w lli  n u m f o r m  p a r

c«at.

■societies and the membership thereof. The societies provide back­
ward and forward linl'Agca to the members. Credit is one of the im­
portant linkagejs whicii has a greater social acceptance in rural areas 

any other fa :i' ity. However, the credit management and estab­
lishing its linka^ »  with marketing facilities is a difficult task. The 
unsuccessful soc ietie.s often !ail to take up marketing activities due 
u> paucity of fun<is.'^ 'Phe frequent interference of local politics and 
the domination of socrally rich group in the societies often tempt the 
members to identify *J leir cooperatives wiUi social status. However, 
ihc growers participation has always been strong. It can be 
evidenced fro m 'a b 'e  3 .’ 5. But, unfortunately, thesocio-economic



Table 3.15
G m w ers'Participation in M arkttittg C ooperative .

(in lakh)
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conditions in Indian villages are o f caste and class cleavages^ in- 
equitous income distiibotlon and itliteracy. In numy a situation^'the 
societies hooome the platforms for social and political coaflic^.^*^ 
In fact, the values of leaders in developing social integrity and par- 
lidpaiory behaviour are important in rural areas where the coopera­
tives need a path and directioo. A  study^  ̂on orientation o f  social 
va!ues of village leaden reveals thft the association between social 
values and personality showed oer^in trends o f high self-orienta­
tion with less conunitmoat to the public life. However, it iiad 
reflected in moderate concern for economic equality. This is one of 
the dimensions related to sodal'perception that affects the 
dynamism o f people’s partidpatipo under effective leadership in 
rural cooperatives. Obviously, the primary cooperative nuirketing 
societies would be successful where there is positive social percep­
tion and lesssocio-poUtica! polarisa^po. Besides, economic aspects 
like capita! formation, profit optimisation etc., the leadership plays 
an iinportanl role in stimulating social consciousness and making 
the particular society the successful one.^* However, under the so­
cial dynamics in rural marketing cooperatives, there is a need to as­
sess the following parameters:

(i) What arc the basic values of marketing cooperatives in rural 
areas?

(ii)Is it a must to advocate a cooperative group/society in every
situation?

(iii)W hat is the existing social and rural power structure?
(iv)What should be leadership characteristics to promote group 

participation?



Economic DynamicK
The financial and professional growth of marketing cooperatives is 
one of the major components of cooperative economics. Apart from 
mcmlsrship, the growth in paid-up share capital, working capital, 
reserve funds, assets, tx>tal sales, profit, ctc., arc the major indicators 
of success or othervise. As regards the professional growth of 
marketing cooperat vrs, the geographical coverage, volume of 
business, linkage of .a-edit with marketing of goods, equality in op­
portunities for incrcjising productivity and marketable surplus, and 
selecting sound economica! projects are the factors that determine 
the positive economicdynamics and growth. However, thehorizon- 
Ul and vertical integration of the above determinants is another im­
portant factor to be j-!anncd thereof. Table 3 .16 presents the finan­
cial indicators since he inception of plan period and their respective 
growth. In all, the ei^ht indicators as under have been selected for 
temporal analysis;

(i) Index of market ottg societies.
(ii)Percentage of in.irketing societies undertaking distribution of 

agricultural re^juisites.
(iii)Percentage of societies dealing with consumer goods.
(iv)Average sales of agricultural goods,
(v)Average sales of agricultural requisites. .

(vi)Average sales o!' consumer goods.
(vii)Average commission earned per society.

(viii)The percentage of societies earning profit.
These indicators were selected to asses the economical 

progress of the cooperative marketing societies across the states.
The index of number of marketing societies during the period 

1970-S0 depicted a g rea ter dynamism in union territories in or­
ganising primary coofMjrative marketing societies as compound to 
other states in the country. TTie steep decline in the number of 
societies was found in Tamilnadu, followed by Assam, Meghalaya 
and Orissa. However, the overall response in the country was posi­
tive and the increase in the number of cooperative marketing 
societieswasfound tobc 12.79 percenlduring 1979-80. As regards 
the marketing of agricultural produce, the societies in Haryana
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topped the list of states, followed by Maharashtra and Tamilaadu, 
whereas Manipur was at the bottooj. However, the all-India average 
for the same period shows that the marketing o f agricultural 
produce in the cooperative marketing societies b  ead) is carried out 
for Rs. 757.98 thousands. The primary marketing sodeties in Pun­
jab marketed the aj ricultural requisites o f the highest value during 
1970-80. Howevei, the percentage of earning iwofit was found 
highest in Haryana and lowest in Andhra Phutesh. Astudy on per­
formance o f the primary marketing cooperatives in India has ob­
served more scienti Qc results, through taxnomtc analysis referring 
above indicators. T ' le results o f the study revealed that the coopera- 
live marketing socif t i» in Punjab and Haryana showed high perfor­
mance, while it waN l >und low in Assam and Meghalaya. *nie rest 
o f the states and un on territories where the cooperative mafketing 
societies were functioning found under medium performance, in 
the three-way classification.^’

By and large, the volume of business determines significantly 
the viability o f a society and in some situations diversified activities 
like sale o f other farm inputs and rural industries products may be 
required to make it a luccess. Above all, enough .has already been 
said about the social dynamics which stimulate the sense o f pitf- 
ticipatory approach for common economic interest.

Direction of Growth
The cooperatives stra tegy may be advocated for sustainability o f 
farmers or entrepreneurs against the economic exploitation in 
private markets, but at the same time, there is need to develop or- 
ganisational dynamiun for the sustainability and viability o f 
cooperative institutions established. Theoretically, an apprMich to 
people’s participation is not a momenwry stimulus. It is a con­
tinuous process o f organisational building, working through 
various dimensions.^® The Cooperative Review Committee 
reported that a large number of societies were found defective due 
to leadership inefficiency, unloyal members o f the organisation, 
and misappropriation of funds. These are the main rea.sons for the 
declining trend of cooperative societies in the country. Table 3 .17, 
which exhibits the direction of growth of primary cooperative
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marketing societies in the oouatry, reveals that the sustainability 
and viability o f (vimary cooperative societies depend oo var ous 
factors o f physical and business dimenaions. Looking to the sdow 
progress o f marketing cooperatives, there have been repea tectex- 
hortions to strengths and revitalise the societies through reor* 
ganisation but it oottld not be done through using only the 
governmental instrument However, the deriving prindpal seemed 
to be “the ̂ tate can do if people will not do iL "^  ̂ ut, the depressive 
tendency^f people’s i^ c ip a t io n , ineffective management:and 
climbing tosses,' would certainly muiy. some societies unreviv- 
ablc.^^

Tabl«W7
Growth ofPriHuny Cooperative MrnkftbigSocistism in India

I # . fmrcmUAMUitUComfOHi%4
1 Growth Jtmf DmringPrrfarwmmctMicmttn
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J9M-6J k> 1970-71 U> 

l<Hf>~70 1097-80

h NMbcr *f M«taii« SaeMM.' -3J 7 [ 5.98
JO.59
1

U NimIw  *f Mwtueiiic 
Acric«liaralRM|»W(« .

MjOO*

I) NuaNr of VUrfcM  ̂SmM m 
CWwMrGood*

18.92*

U Sale of A(ric>illwr«t 73A6 SM
Is Saleof Africvhwal 2836 9.40
U SaU of CoMMMT Oood* 28.95 036*
It Commieioe Eanwd 50.94 • 2.58*
I« N'uabcr of SociatiM Earaiag Profit 1.85 ' 1.40

•  1974-75.

♦  Base year 1964-65.

When progress o f selected performance indicators of the 
marketing cooperative societies across the states for the period 
1970-80 is observed, the daU reveal that the growth in number of 
marketing societies was highest in Manipur but there has been a 
Sleep decline in the total number o f sodetics bringing down the 
number to 14 in 1989. Besides this, many of these societies have be­
come defunct due to reorganisation of Primary Agricultural Credit 
Societies (PACS). The reorganised PACS have taken up the



marketing of agricultural products in the suite but their area o f 
opcr?*ion was very liitiited due to paucity of funds. The PACS are 
mainly credit organisations and have taken up marketing as an ad­
ditional activity.^ In fact, the reorganisation o f the societies should 
be within thebusiness discipline and at no cost an additional respon* 
sibiliiy should be generated on the revived until till it crosses the 
break-even point and st*stains at our resources to a large extent

Magnitude of Problems
The failure and success are the consequent phenomena o f any ac­
tion; it.may be individual or group action. Surely, nothing succeeds 
like success, so the saying goes and it has many reasons. However, 
the failure also give lessons for getting success by,amending the ac­
tion. To understand the cause and effect thereof, the magnitude o f 
problems needs to be asf’essed. So, as in ca.se o f cooperative market­
ing societies, there arc nlways many rcHSons cited.

The major cause that has affected the management and or­
ganisation efficiency is I he behavioural dimensions of the people—  
members and non-members. This can be seen in various fields like 
responsibility sharing, participatory dynamics, leadership,sense o f 
autonomy, and buildingAjp of common goals. Tliis resulted the per­
petual problem of vesteji interest in the path of progress.^ The ab­
sence of adequate rural infrastructure and institutional support af­
fected substantially the growth of marketing cooperatives. The in­
frastructure may cov er the physical components, such as feeder 
roads, input supply sc rvices, staffing pattern, etc., while the institu­
tional support mainly consists of financial sources and the govern­
ment patronage for organisational survival. The marketing,storage 
and distribution activities of the cooperatives have been preoc­
cupied with pumping adequate finances during post-green revolu­
tion period. Ithasstimulatcdgreaterdep)cndencc on thegovernment 
which has affected 1 irgely the autonomy of the cooperative or­
ganisations. As a nsult, the number of cooperatives can be 
visualised now as a functionary wholly owned by the government 
with an officer as Managing Director. The marketing cooperatives 
have not been uniformely developed in all the parts o f the country at 
par with the northern ind western regions.
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The social impact of rural c<K^p(^tivesi$ o f two types: (i) direct 
impact reflected in improved i|i£C!fpciS4UiUi better seivtces, ar^ Hi) 
the strategic impact arising ot)X o f countervailing the maricet force in 
the arca.^f But, these impacts t^ve bc;^  loqnd miniraum due tp im­
proper t r ^  reguiatioB which ^^yo(Min^es traders* lobbying on 
price and other marketing been extensively observed
in many stales' agricultural produce c^ k e tin g  cooperatives. The 
amalgamation of activitio^ of coopentives has often been used for 
viability of organisation but this ouiyBot work in all eosidltions. The 
reorganisation of PAC^has Unjtod036dit and marketing activities 
in order to revive the defunct coo;>prattves» but it could not ;^ovide 
anticipated siiccess in many states i i ie  Bihar, Orissa and Manipur. 
However, it was a sheer success tiji Punjab.^ Besides, less a t^ tio n  
has been paid to .the diversirtcation o f activities within the 
framework as a major instrameat ̂ grow th . It also calls for a busi­
ness strategy with built-in quality oootrol and service area ap­
proach . However, it has been experupeated in dairy cooperatives in 
India

The (Cooperatives have been regarded as a democratic weapon 
for the p^ p le whacaanot withsMa|dthe oppressive capitalism. The 
basic question that strikes t h i s , A e th e r  the cooperative 
marketing sector can slide fihead of the corporate sector? The ef­
forts o f NDDB are B o d o t^  laudd>lein this regard to push through 
the dairy cooperatives from the private trade jaws.* However, the 
Rural Credit Review Cooimittee obaerves that the cooperation can 
succeed only if  the dii^parilies between the forces o f cooperation on 
the one hand and opposing forces of private credit and trade on the 
other, do not exceed certain reasonable bounds.^^

Since the studies in this area have so far been the mainstay of 
sociologists and organisationai theorists, wide gaps have been 
found in education, awareness.of and perceptioos. These 
problem^ directly affect the pajF^petitM behaviour and generate 
misconceptions aad illusions about the organisational goals.

To sum up, itcaa be stated that the cooperative movement came 
into concrete shape in 1904 and cowards made progress in.a variety 
of fields. Marketing and processing are among them. However, the 
progress of primary cooperative marketing so d e li^  over the years
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was not harmonious across the states in India due to different social 
and economical gaps. The magnitude o f problems are more par­
ticipatory in nature th in sectoral. These faaors have affected in 
paving thedirection of ,'rowth of cooperative marketing societies at 
various levels, which created the regional imbalances. Thus, the 
cooperative movement is not only an economic movement but also 
a sociological movement towards sel&reliance and for building up 
an alternative system, free from exploitation. The cooperative 
marketing societies can succeed in their objective provided they 
overcome the major pr>jb!ems therein.

Regulated Marketing
As discussed earlier, )he inception of regulated marketing dates 
back to 1897 in colonial period. It has emerged as an efHcient alter­
native channel for marketing of foodgrain and other crops in post- 
indcpendence period. The regulated markets have local administra­
tion with a representati\ e body. The trade pattern varies locally for 
specific commodities 1 lowever, the Agricultural Produce Market­
ing Act has some uni form features applicable to all the regulated 
markets. The differeni. systems of sales in these markets have been 
discussed earlier in tliis chapter, o f which the open auction and 
sample systems o f trade are conmion. The regulated markets have 
been proved as an effective channel for bulk of marketable surplus 
and thus have largely benefited big farmers. Besides, these markets 
are confined to selected towns or blocks which are commonly inac- 
ce-ssible to the margin il and Small farmers. In strict sense, the regu­
lated markets do not cii ter to adequate number o f villages. The com­
parative growth of regulated agricultural markets with reference to 
some important variables is shown in Table 3.19 which reveals that 
an average 120.98 villages were being served by a regulated market 
during 1985. It was fo jnd that in absense o f an accessible channel, 
there would always be a scope for bu.siness invasion by other chan­
nels which are not eco lomically efficient.

By and large, the regulated markets have helped in stand­
ardising the foodgrain and other crops trading and providing better 
remunerative prices. This channel has broken the monopoly o f 
private traders to some extent. The organisation of regulated
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markets has been activated in the post-green revolution period. Let 
us now discuss a ease on regulated market specialised in chillies 
marketing.

ChillitHi MMrketing In Tamil Nadu
The flow of commodities in agricultural markets is a seasonal 
phenomenon. By and large, the structure of commodity markets in 
agriculture is unorgai; ised and oligopolistic in nature. They are 
dominated by the priv.ite traders to a large extent. However, after 
the set up o f various commodity boards such as. Spices Board, Rub­
ber Board, Tobacco Beard etc., at regional level and the Directorate 
o f Marketing and Inspection at the central level, the transactions 
have been regulated and brought under the state laws, to some ex­
tent. In this connection, the role of regulated markets is important in 
dealing with notified commodities.

This case discusses the marketing pattern o f chillies in a regu­
lated market and also through private trade channels in open market 
in Tamil Nadu. The organisation qf regulated markets dates bade to 
the thirties and it has received further fillip in the recent p a st.T h m  
arc 246 regulated markets in the state with 13 market oonunittees. 
However, alt o f them are functioningsucccMifully.The main objec­
tives o f the study were as below:

1.To study the operational aspects of the regulated markets 
specialised in chilly marketing.

2 .T o  identify the constraints for efficient marketing system.
3 .To suggest policy measures for improving its functional ef­

ficiency.

Methodology
The sample region has been selected on the basis o f the highest area 
and production among all the districts in Tamil Nadu, for chillies. 
The data for above indicators with districtwise break- up were avail­
able latest for the year 1984-85 which show ihatTirunelvellidistrict 
rimks first in the state.^’  The comparison o f (lata for area and 
production o f chillies can be seen from Table 3 .19  given below:
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Table 3.19 .
Share o f TirunelvelU District i f f A ^  ttud Production o fC hillits  

in th e S ta t* ,im -8 S

86 MARKErnNGPRACnCCS

K e/poH A r^ (H m ) F rodu cH ott (T on n es)

T » ra il N adu 42,4«0

T iru n e .'v s ilt 1 « .7 » 12,120

.. . : . .  ' ......... • .......  .
F ig u re s  IB p v u . t i « M (  ia ^ ic M *  d M  p c ic e M  d M  lU le .

The data reveal that the ̂ a re  o f  area and production o f chillies 
in TirunelvelH district was 2 7 ^ tuid 28J54 per cent respectively 
when compared to iota! area and production for the whole state. The 
regulated market in Tirunelvelli was purposively selected for the
siudy.

Coverage
\

TbeTirunelvelli regulated maricet was established in the year 1952, 
but it started functioning actively £rom the year 1962. It was dor­
mant for nearly a de<»de. After its setup, the traders filed writ peti­
tions against the market QMamiUee.llcaters to the population in ap­
proximate 16 km radius in tbti hialBria^cl. There arc 19 regulated 
markets and one sotvregulated msrtoet under the purview of the 
Tirunelvelli regulated market. Dry chiUies is the hiajor commodity 
transacted in this market. However, among the other crops, cotton, 
groundnut, paddy, blackgram and coriander are notified for transac- 
lions. The peak season for chillies is between middle o f August and 
November whereas lean months iar nurketing are April and May.

M ain Findings
The performance o f the ma rket was studied in terms o f (i) m ar ket ar­
rivals, (ii) trade practices, (iii) price structure, and (iv) responses of 
buyers and sellen  oa general social and economic i ^ e s .  The com­
parative picture of arrivals of chtUi«s in regulated and open market, 
presentcd»in Table 3  J f i ,  indicatesXhatthe arrival o f chillies is more 
in open market as compared to regulated market due to many 
reasons. O f these, i^emain problan faced by the farmers in regu­
lated market was the time takoi for disposing of their prodoce. It 
was observed that by and large to get remunerative price, i.e., higher



bid in auction, a fan acr had to stay back for more than 36 hours. In 
an open market, iht fnrmcrs had the choice o f purchasing outlets 
and the price was fixe 1 by negotiations u> a great extent. However 
thedala in subsequent years from 1 9 8 l42sh o w an  increasing trend 
of marketarrivais in regulated markets as comjMU’ed to open market. 
But, by and large, to p.ovide higher benefits to the farmers through 
regulated market, the infrastructure facilities are to be strengthened 
at the market place and procedural complexities need to be relaxed 
to some extent.

T ab le 3.20
Arrivals o f  Chillies in Regulated and Open M arkets

(quantity in tonnes)
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Year RtgulsledMmrkei Of€»Mmrktt

1981-«2 185.96 18541.98
(1.05)

1982-83 477.54 10784.75

(4.43)

1983-S4 101.06 8162.16

(8.66)

1984-85 102030 11468.12

(8.90)

1985-86 834.40 7280
(11.46)

1986-87 7146J1 8914.10
(80.17)

F ig u re s  in  p a ra a ltM M * m d ic iiM  p a rcaauge  to  open « w t M .

Source.- Tirunelvelli Market Commiilae.

The transactions take place in the regulated market through the 
secret tender system. The commodity is arranged in lots, each 
having a separate lot number. The lots arc examined by the traders 
and the price is quoted in the bid slips against the lot numbers, in the 
tender forms. These tender forms are examined and compared by 
the market committee authorities and the highest bidder o f the par* 
ticular lot gets it declared. The successful bidder, after paying the 
price to the seller, Ls permitted to 11 ft ̂ he produce. It is observed that, 
lime and again, the traders pay through drafts, bills, cheques,



which creates complexities for the Ctnners in realisation. It is, there­
fore, suggested that cash tnnsactioos need to be encouraged by the 
market corainittee.' .

The method o f transaction jQ îUies outside the regulated 
market, i.e., in the open market ;m0|culative nature. The com­
modity is kept in heaps acom liag lo local grades. While executing 
the deal between the Diimer and the commission agent plays
9 crucial role. The coini^i«uo8 ^eaVluid purchaser ^>udt each 
other’s fingers by ccvqring.t^ir with a piece o f cloth ̂ nd the 
price o f the produce is s e t t i^  • »ystem, though everything 
happens in front o f the farmer, it’jpcmld oot be possible for him to 
ma ke out the result, out o f the si^i^luig that takes place. The traders 
who operate outside regulated market are also given licenses by the 
market committee but it does not have any direct control over the 
traders and their deals. The liceoo^ fee charged from the traders 
operating in the hinterland o f th^ Tiruaelvelli regulated market is 
Rs. 25 for one crop, Rs. SQ for dealbg with up to three a o p s, and Rs. 
75 for transactions in more than three crops per year. The licenses 
are issued to the traders compulsorily. However, no brokerage and 
labour charges are collected 9t-di6 regulated market.

There are also storage facilities available in the regulated 
market exclusively for the farmers. H ie farmers, with intention of 
selling their produce through the r e la t e d  marked are permitted to 
store free o f cost their commodity for sixty days. The traders are no t 
allowed to keep their cofnmodities in the market godowns.

An indepth ^ a ly sis  o f decisi<^ making by farmers revealed 
that convenience rather than e c t m o ^  rationale was the prime fac­
tor to select the marketing chann^. Though there is a jwevalent 
practice that buyer goes to village and procures the producc from 
the farmers, they aie attracted to o j «  markets because they could 
get the comparative advantage o f pHoe u d  also the choice of chan­
nel. The major reas<m observed for ixMttiDg to regulated market Was 
the better Weighments. Some other reasons in favour o f regulated 
markets observed were low marketing costs, better grading 
faci! itics, fair trading and better price. However, the main reason 
not going to regulated market was the problem o f the delay in dis­
posal o f produce as stated by some farmers who prefer to sell jin
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open market. The > raders give preference to attend regulated market 
due to the advantage of bulksupply at once and correct weighments.

As regards the price trend of chillics in theTirunelvelli market, 
no significant chnnge was found since 1981>82 to 1986-87. The 
price was on an ayerage Rs. 800 per quintal of chillies and it was 
higher ihan the fat n  harvest prices. Table 3.21 shows the compara­
tive picture of mai ket and farm harvest prices. The data reveal that 
there was a sudden hike in the price during 1984-85, 172.73 per
ccnt with reference to the three years' average price o f Rs. 733.33 
per quintal. It was probably due to short supply o f the comdiodity 
during the year.

Table 3.ai
Comparative Price Trends in Chilli MaHfets

(Rs.per quintal̂
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Farm HarvtMl Prices Mmrkt! Price PenxntPiffenHee

1981-82 768 700 (-)9.70
1082-83 585 700 16.43
1983-84 507 800 36.62
1984-85 1016 2000 4950
1985-86 — 700 —

1986-87 — 700 —
Stmrc*; Tiniaclvelli. MwIim Cominitiee and liUimm Agricmltiif* im Brief, 19M.

Thus, the results of the study disclose that the real problems are 
operational rather than structural. Neccs.sary arrangements need to 
be made for the quick disposal of the farmers* produce, and pay­
ment o f the disposed produce may be encouraged in terms o f cash. 
Apart from these approaches, infrastructural facilities, such as 
drying platforms, resting places, calllc shed, ctc., also need to be 
looked upon to encourage the arrivals in the regulated markets. It is 
also suggested that the market committee should open a market in­
formation cell at central villages to disseminate information on the 
current price level. Thismay be helpful to the farmers to make quick 
decisions regarding the choice of a trade channel for disposing o f 
their produce.
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Marketing in North-Eastera States
Although the regulated markets are regarded as an efficient Market­
ing channel, ithas not so far been able to uniformly develop Uiem all 
over the country. The response tp|tjc regulated markets is mainly 
conccrned with two dcterminents: (1)  marketable surplus, and
(ii) accessibility. In some of the states like Punjab, Haryana, 
Wcsiem Vttar PradesK, Western Gujarat, North-Western Madhya 
Pradesh, Tamil Nadu, Karjiiata)^ C o ita l Andhra Pradesh, the 
response'to regulat4x! o ^ r v e d  considerably high
wiib regal’d tomarkctarriva!s.T^eaereigion»havealsowell-knitied 
infrastruaure which facilitates CQob îty of goods and services to the 
markets uninterrupted. In other parts, the regulated markets coujd 
not make headway due to poor administrative control and in- 
f  rastructure. Besides these problems, some of the markets had func­
tional setbacks due to litigations between the traders and market 
committees. It has been found of h i^ e r  ordw in Bihar and North- 
Eastern Stales. The delay on decisions of filed cases in courts have 
been abstained from the farmers to Ae regulated markets. In the 
Nonh-Eastem States such, c o n ^ it i^  have l ^ n  documented in a 
study conducted some time a g o .,T ^  state o f the agricultural 
marketing system has been discussed in detail in this study.

Agricultural FroductioH and Marketing in North-Eastern
Region
Since the economy o f the North-Easlcm Region is essentially agro­
based, having 77 pcf cent o f thp vi^widng peculation eagaged in 
agricultural operations, the dcv^Jopffi^t o f agricultural marketing 
system bears considerable importajvq^^Thfl total foodgrain produc­
tion in the region amounted to 43Q .^  1.4|db tonnes in 1985-86, but a 
very small quantity of the markc^ibje;iurplus was sold in the r<^u- 
la ted ma rkets. According to an abou 128 per pent arriv^ of
paddy was^recorded during th.p 1987-88. Among ceri4ls, 
paddy is the prindpaJ crop fi^own in'th^ states o f this region, which 
occupics 63.34 per cent share o f the total area under foodgrains in 
the region. Maize is the next important cr<^ grown in this region, 
except Tripura. However, the puUes arc cultivated in small quan ­
tities in all the states, except Arunacha! Pradesh. It shows that a



major share o f marketable surplus finds its outlet in the poorly 
equipped markets held periodically in the villages. Most o f the 
irua&actions in the rural markets involve small quantity o f agricul­
tural produce to purchase the commodities o f daily requirements. 
These markets are dominated by the private traders, middlemen, 
petty retailersand moneylenders locally known as *M ahajans.'The 
bargaining power o f the farmers is very weak and, therefore, the 
price is dictated by the traders. One o f the main- reasons for 
prominence of the traders in theagricultural produce markets in vil> 
iages is the heavy indebtedness of the farmers to traders, conunis- 
sion agents and middlemen. Besides, the organisational and func­
tional dimensions of the marketing system, the flow o f commodities 
in the North-Easicm Region is restricted and localised to certain 
specific areas due to geo-physical conditions as well as lack o f in­
frastructural facili'ies. Consequently, the factors o f marketing, such 
H!> pricing, backw. jd  and forward linkages, demand and supply of 
commodities are ^;reatly affected to the disadvantage o f both the 
producers and consumers. The basic infrastructure facilities include 
storage and warehousing, road links, transportation and com­
munication aids. O f these, storage and transportation network per­
form significant role.s in stocking and mobilisation o f goods respec­
tively. The storag.'. facilities in North-Eastern Region are located 
mainly at district headquarters and state capitals. Till recently, there 
were practically no rural godowns in the region. The National 
Cooperative Development Corporation (N C D Q  has, however, 
pioneered the construction of rural godowns in the region and Ull 
March 1 9 8 9 ,5 1 7  rural godowns and 92 marketing godowns were 
constructed in the states o f North-Eastern Region. In respect o f the 
cold storage, there are only three in the entire region, one each lo­
cated in As.sam, Nagaland and Tripura. Topographically, the region 
is criss-crossed by a large number of rivers artd rivulets and nearly 
70 per cejit o f the total area is mountainous. Under such conditions, 
the road transport network is the main mode of conveyance to link 
inter-state and intra-state movements of goods and services. But, 
road transport is also hampered due to lack of all-weather road links 
in the region.

Though the impact o f green revolution in this region is com­
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parably low, the volvme o f mariceuible surplus o f agricultural 
produce has increased sjubstaatially duriog the last few years. The 
existing marketing system is three-tier as in other parts o f the 

■ country. The primary markets are held pfcriodically at village level, 
wholesale assembling markets at block level and terminal markets 
are located at towns and at the places from where the good* qould be 
transported. The trade, however, is not r^ulated due to the absence 
of enforcement o f market rq^ulatioas in the primary and whplesale 
produce assembling marlie&^.A9 C«ig aU<lhe Nofth-EaateraiStates, 
Assam and Tripura haive, to •ofoe extopit,0oooeeded in ttw enact­
ment o f market legislatioos to eBsareeffldent marketing o f i gricul- 
tural products.

The distribution o f  differeat marketing wganisatioa^ in the 
North-Eastern States is given in ‘Hible 3.22. ^

Table 3:231
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The analysis of the e x itin g  atatwi cf-agrteultural m aiki^ng f n
the region, as presented ia the fonegotagaectiwi, rfrows that iit is o ie
o f  the weakest links in the agrioltdfal economy o f the region. In 
view  of th^, the specific objectives o f the study are; <i) toHdentify 
the problems in the exiotlsgagricQitutiit product maarbeting^ysteati 
and assess the developmeatal needs for improving the rtartceting 
system within the s p a ^ t framework in Notth-Eastera Reglo«; (ii) 
to  study the extent o f iaiervenU<ms ia agricultuml marketing by the 
state govcmrjienis, cooperative orgaaisattons and other govern-
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meat agcncies and their effectiveness; (iii) to analyse the issues 
relating to the planning and implementation of nuirlcet regulation 
with regard to foodgrains and horticulture produce marketing; and
(iv) to evolve suitable policy perspectives for the trade regulation, 
development o f infrastructure and other factors o f market ad> 
ministration in the North-Eastern Region.

Marketing System
Marketing o f agricultural commodities in the North-Eastern States, 
by and large, is dominated by the private traders due to the absence 
of proper implemenUtion ot the Market Regulation Act by the State 
Agricultural Marketing Boards. Among the sevm  states in the 
region, Assam, Meghalaya and THpura have such Acts and o f these 
only in Tripura, it has been enacted and implemented to some extent 
for non-foodgratn crops like jute and mesta. In Assam, the im­
plementation process is hampered due to various litigations put up 
by the traders. The Agricultural Produce Marketing A d  in 
Meghalaya has be :n enacted, but it is yet to bo implemented; while 
in Manipur, it is in the process. A brief description o f the trade praC' 
lices related to agricultural commodities in different states o f the 
region is given below.

Regulation o f  M arket in Assam

Assam is basically an agricultural state. The rural population is 
about 89 per cent living in 21,995 villages. Out o f the total rural 
population, about 80 per cent depend directly on agriculture. The 
overall economy i<f the staui depends on the agricuUura! develop* 
mcni and hence, agricultural sector has been receiving considerable 
attention in the plimning process. Assam grows a large number o f 
agricultural a o p s  like paddy, pulses, oilseed, spicQS, fibre c n ^  
(like jute, iTiesta s nd cotton) and fruits and vegetables in a total 
cropped area o f 32 .73 lakh hectares.

Existing M arket i  y^em  
U ndcr the existing system of agricultural marketing in Assam, farm 
produces change many han<;ls before reaching the consumer. The 
middlemen, in the prod ss , extracts a large share o f the consumer’s



rupee w hik the fanner only a small share. Taking acivaotage ot
the farmer'spoor condition aad weak bargaining power in the trsns- 
aoion, a set o f middlemra at different stages have emerged as a 
powerful channel for the procsi«inent o f foodgrains. The price is, 
by and large, dictated by them. Thus, the farmer needs protection 
from such exploitation and alao assistance in many respects, more 
so in a state like,A;ssam where the agriculturists, facc natural 
calami lies and various other constraints much more.

There arc 755 markieta ia Assam, o f which 650  are village 
markets and about 75  are prinoary wholesale markets. The rest are 
secondary and terminal markets.ThefarnsetMlsosell their producc 
at the farm itself to itinerant merphants and such sales constitute 
about 60 per cent o f the tota 1 marketable surplus. O f the remain ings, 
a certain percentage is also ^ Id  by' the growers, to village 
moneylenders at their business premises.The Dadan system is still 
prevalent in rural areas. Ooder this system, the village 
moneylenders advance k>ans to'the iraltivators at the time o f need, 
making it obligatory on the pMt o ( the farmer to deliver their 
producc after harvest, at a prioe offeied by the moneylender. Thej 
price is much lower than the market prioe. T !^  credit offetied under 
this system is not less than 25 per cent the total annual credit- 
needs of the farmers in the state. , , . ,  j

*

Beginning o f  a N et^Syttem  i
Though considerable progress has been made in the field o^regula' 
tion of markets in the country, Assam iaiti^ed regulation of
markets only in 1972. The Assam Agtlowituia^ Prodooe Market A ct, * 
1972 has beenimpiemealod with eCfMi 1977'.'

Up to the end of 1987-SS, 15 been declared
and 13princip9lmarketyard»ii^tjR^iltN93W ]tt^y«i’<bibave’̂ n  
constituted. T<^ more sob-raMrlcel w>(iried under ^
five exjsting market co«nautUx*i<A*iiei|IPfi^^ U> dopJare three 
more yartls as jwcfadpal m a rk ^
the year l98S-^9. f<x the purpoM of ff|Utb!i8hm<iit r e f la te d  
markets throoj^oet the sM^eiaR^p^MWimiAiteroverack^te time 
period, the State OoverwneBt a project under which
27  principal markets asd 145 sab-nuirkfsts have b ^ n  planned to be

'H  MARKETING PRACnOiS



established throughout the state.
The Agricultural Marketing Board is also aimed «t develop- 

meni of a few important fruits and vegetable markets io the major 
producing areas in the state. Provisionally, Howly, Mangaldoi, 
Ohing and Tinsukhia have been selected for the purpose.

Organisational Set-up
There is no separate independent Directorate o f Agricultural 
Marketing in Assam. The agricu I tura I marketing schemes arc being 
.supervised directly by the JointOirector o f Agricultural Marketing, 
Assam, and four other schemes, namely. Development o f Market 
inielligence, Development of Marketing o f Fruits and Vegetables, 
Development of Jute Grading and Bailing and Development o f 
Quality Cpniro! and Agmark Grading are implemented in the plain 
di.stricts by the Deputy Director of Agriculture (Marketing) with 
headquarters at Guwahati.

The scheme for Development of Regulated Market is directly 
implemented by the Assam State Agricultural Marketing Board, a 
statutory body constituted under Seaion  3  (1) o f the Assam 
Agricultural Producc Market Act, 1972 (Assam A ct X X II o f 1974 
wiih amendment in 1983).

The Assam State Agricultural Marketing Board, with head­
quarters at Guwahati, is an apex body established in 1976 for exer­
cising superintendence and control over the market committees for 
systematic development of markets and for better regulatioa of 
buying and selling of notified agricultural commodities in notified 
market areas.

Constitution o f  Agricultural M arkttingB ow d  
As per the provision o f the Act, the State Government may, for ex­
ercising the powers conf< ̂ rred on and duties assigned to the Board, 
constitute (^e S tate Agriv:ultural Marketing Board consisting o f a 
chairman and i2  other members to be nominated by the State 
Government as follows:

(a)One non-official as chairman.
(b )0 fn d 8 l8  of the Government of Assam as members: (i) pirec- 

tor of Agriculture, (ii) Director of Veterinary and A a ig fl
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Husbandary, (iii) Director o f Panchayat, (iv) Director of 
Municipal Admioistratioo, (v) Registrar o f Cooperative 
Societies, and (vi) SccreUryny\^cuIture Department.

. (c)Non-officials asnaembera: (i)ooe agriculturist member o f the 
market committees, (ii) one rq>resentaUve from Agricultural 
Farming Corporation formed under the Assam Agricultural 
Farming COrporatloo Act, 1973, (iii) two progressive 
producers, (iv) one Ucencc trader, and (v) one from amongst 
the members o f the pooperative nuurlceting societies repre­
sented in the markft 

The term of the Qf09e pf th e^ ou ^  is three years frwn the date 
o f its fust meeting or till its reconstitution, whichever is earlier.

Functions !
The Board is responsible for superv^ion, control and monitoring 
aaiviiies o f the market committees. These cofnmittees are guided 
by the Board for iipprweoaent o f classification o f mai^ei
committees, grad ii^ jita^ ^ n ^ itrd ^ ^  agricultural produUs
for other purposes to marketing committ ses
as and when neoeis^iy/|^ 0 e  Board m ake; a
uniform policy for dev«l0fn e B t,0iCj^^kets in the state.

M arket Com m ute* ;>
In each market area, thm  is one prindpa! market yard and one or 
more sub-market yard*. The nunborof sub-market yard* aaiay be 
more in a m ^ket area as whea|fe^NS«ry. for the display o f In­
coming pro<^uce. The State Ooveroment eatabiishes a market co b - 
mittce for eyery marki^ of tijp ^ c t. T>e
duties and reqxMisibilitief; of 6 e m j|^ tc o a ^ tt^  are dearly laid 
down in the provisions w u t e f t h e ^ f t ^ n ^  which mainly pertain 
to the collcction of revep\\^gn^|ii^^ci^ auitiori and
price control and farmers* w e lf j^  providing all amenities in the
m arketp la«. ‘ ’’ • ,

ft
Constitution o f  MaHcstCommittM . |
A  market committee is constitated by the following membensi '
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A e r ia l  l iu r iu s  7

'I'f (ulnn* 3
C o o p e rx iv e  M a rk c lia g S o c ie liM  1

C uo p e ra iive  B ank  1

R «pre<en ia iive  o f  M u n ic ip a l B o a rd /T o w n  C om m iu e e A JM n  1
P »nch»y iil W « re ho u « un  C o rp o ra lio n

T o u l  15

At present, the chairman and the vice-Chairmin o f market oom- 
mittees is nominated by the State Government, The term o f office o f 
the market committee is three years.

The market committee is beaded by a seaetary and sometimes 
an assistant secretary. There are five to seven marketing inspectors 
and other staff in junior cadres who assist the secretary in the execu­
tion of different functions.

Infrastructural FacUUies
According to a survey conducted by the State Agricultural Market* 
ing Board, the producer-farmers are losing at least 10 per cent o f the 
market price due to lack of proper sale arrangements in the markets, 
in addition, they do not undertake proper cleaning and grading o f 
the produce before sales which is also one of the reasons for low 
price. Regulated markets take up such quality improvement 
measures to increase the value of the produces in the m arket 
Properly cleaned and graded produce normally fetches a minimum 
premium of 5 per cent in the price as estimated. In Assam, minimum 
infrastructural facilitie:. are provided In another three principal 
market yards and seven sub-market yuidn.

Adoption of the me;usures as envisaged in the regulated market 
scheme is expected to benefit the produccr-farmers by about 20 per 
cent of the total value of the produce according toa survey report o f 
the Agricultural Marketing Boards Infrastructural facilities tike 
godowns, auction platforms, assortmentshed and jute bailing press 
have already been creati d in all the four major regulated markets in 
the jute producing districts.

Constraints

The major constraints experienced in the implementation o f the A ct



cffcctivcIy and the devetopment of regulated markets In Assam are 
the unsciped court cases fiied by the traders o f different notified 
marScei areas. T1»c markets in Assam are still functioning under the 
management and control o f the municipalities, town committees 
and Mahakuma Parishads and as a rMult, operation o f  transactions 
and enforcement of regulatofy.provlsi<ms have not become effec­
tive. The State Government has taken steps for the transfer o f the 
markets to the market'OMnmittees. However, til! this happens, ef­
fective functioning o f the market omanutteea will be hindered.

To make the regulation o f markds.sttcceasful, active participja' 
lion by producer farmers, traders, local bodies, public sector or­
ganisations including the cooperalive^«ad Food Corporation o f 
India are necessary. Further, proper and able guidance and superin­
tendence by the Agricultural Marketing Board, under the control t>f 
and assistance from the Su te G o v e r ^ a it , can only make the irti- 
plementation of market regulation successful. 5

With the development of phyacai facilities in the market y a r^  
and eradication o f the malpractices prevailing in the trade, tl ê 
farmers will be benefited by of rerauflmtive price, sound sys­
tem o f sale, eliminaticm of'middifnieB» c<»Tect weighte and 
measures, price accordmg to ({ualit^fieedom  from unauthorised 
deductions, storage, jwompt payment, r^st house,'drinking water, a 
voice in the njianageraent o f the marketi, etc. A t the same time, the 
traders will also be benefited as they will obtain the required quan­
tity and quality of the-produce, traoaport and communication 
facilities, payment counters, temporary storage, drying yards, rest 
house facilities, etc. These are gradually being provided by all 
market committees.

Existing Marketing Practloe fai M « i^«r
Marketing of agricultural produoe in Manipur has not been sys­
tematically organised. The share o f  the-oonsumers' rupee goes in 
the pocket§ o f innunoerable middlemen working between the 
producer and the ultimate consttm m The agriculturists o f Manipar 
arc generally the persons o f small means. Their holdings are small 
and scattered. As such, they have got very little quantity o f agricul­
tural produce available individually as a marketable surplus to be
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disposed of. Obvioi s!y, iibecomcs uneconomical to carry the small 
quhniiiy of produc-: to ihe assembling markets located at distant 
piaces where middlemen operate at different stages. Under the 
prevailing practice in the state, farm produce is collected from the 
producers in the interior villages and is brought to a central point, 
which is the assembling centre, by the womenfolk. Sometimes 
agriculturists sell theirproducetothe itinerant merchants. Ifromthe 
village markets, it is procured by the itinerant merchants and agents 
of wl»o!esalers be! >nging to towns, such as Imphal, Singjamei, 
Thoubal, Kakching, Bishenpur, Moirang, Churanchandpur and the 
like.

The transport which gives “place'utility" to a farm product is 
one o f the main problems in Manipur. As most o f the production 
areas are not prope/ly connected by motorable roads, the farmers 
find it difficult to bring their produce to the primary and terminal 
markets for sale and thus deprive themselves o f remunerative 
prices. In some interior areas, there is no road at all and even bul- 
lock-carts as a means o f transport for bringing farm products to the 
assembling centres cannot be used. Consequently, the farmers have 
to sell their commodities at a lower and uneconomical price to the 
itinerant traders at the farm itself. Regarding market charges, it 
!iceiTi.s U>ai the prevailLig system in Manipur is different from that 
prevalent in the unregulated markets in other parts o f the country. In 
Manipur, the sellers have the advantage of not paying any charges 
like gosala  (cattlecess), dharmoda (charity), and dalali (conamis- 
sion). There is no regulated market in the state. However, there are 
about thirty assembling markets and 103 primary markets.

Constraints
Road transport is the o ily means of transport for farm products to 
distant places as there isnorailiinkinihestate. During the rainyand 
post-monsoon season, water transport by boat is also used in some 
places. In the monsoon season, due to bad road conditions and fear 
o f landslides, the transport charges are very high. Again, the cost o f 
transport by road is noi uniform as it varies according to the condi­
tions o f the roads. Inaiiequnte transport facility causes glut in the 
prot'ucing area and scarcity in consuming centres at times afTecting

MAKKEIING p r a c t ic e s  99



\ i
boih the producer for reoeiyiog in tower pricc and the consumer due 
to irregular supply and h ij^  reUii prtoe.

So far, there is neither any private nor corporate body to dis­
seminate m arlxt information for the benefit o f the producers as well 
as consumers. A s such the farm en are in the villages have no 
chance to Icnow the prevailing pirices at district and stai;e level 

. mafitets; The daily prices are a)»o not broadcast through the All 
India Radio, Imphal. |

There is a general shortage o f itpfAgo facilities in both the u^an 
and rural areas o f the state. The provaiUng systems of storage ii| the 
rural and urban areas are quite primitive and cannot be reg a rd s  as 
saiisfaclory. There are no warehousing and cold storage facilities. 
A s a result, the bulk of the agricultural produce is sold in the village 
itself. The itinerant traders and merchants purchase the 
producc immediately after harvest, in ^ y  either store it in the shops
o f thebigmcrchants or $cU to the wliot^lers or consumers. Thebig
merchant^ store it in their own god^f«^ UU better prices prevail,and 
reap the t ^ e f i t s  o f escaiap^ Pftî enlv the farmers do not have 
their own storage fadliti(;s«A<l^|M}^^^A&nce to meet the require­
ments, they ar^ dejmved o f their|Mpiiiif^ ^  ̂
volume o f potatoes prodooed in cpuW meet the demand if
cold storage facilities are made and there would be no
need to import potatoes at a higher price during the off-season,

A gricaltu rai M arkettas  fai

Agriculture is the main occupatioa in Meghalaya in spite o f the fact 
that only about 10 per cent o f the total land is available for cultiva­
tion in the hilly terrain o f the state. About 8 2  per cent o f the total in­
habitants population o f the state live in rural areas and are mainly 
dependant on agriculture for thejy livelihood. Paddy is the main 
foodcrop grown in the state. Besid<s8,n;uii2e, wheat, millets and pul­
ses, potato, ju te and mesta, cQttOQ, mustard, ginger, turmeric, 
arecanut and betal leaf are some o l  the important cash crops 
produced in the Among the horticultural crops, banana, 
pineapple, and citrus freits, mainly «*® ges are grown in abundance
in medium and lower altitude regions and fniits lilce plum, pears and

peaches are grown in A c high altitude temperate region.Though the
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S la te  is loo small in terms of foodgrain production, there are surplus 
cash crops and horticuitural crops. The agricultural market pronie 
including the estimated level o f production and marketable surplus 
o f the produce is shown in Table 3.23

Table 3.23
ExtimaUJ NUt rkatabls Surplus o f Variout Agricultural and ____ M inor F o w t Products in Mejjhalaya (2988S9)____

Ltvtl ofProJuclion (M. T.) MmrktlahUSurplus (M.T.)

Pouio
Juie ana Mm i*
C o llo n

G in g e r

P iliM p p Ic

Vegeiablo

Ban«n*

O range

T e z p a lia

Graaa B ro w n

Turmeric

Wild Pepper

Tapioca

Jackfrvi<

M ia c . F r u i l i

1.45,000 
64,000 Bla

5.100 

28,000

55.000
45.000

45.000

35.000 

8,000 
5,000 

U OO

1.100 
23,625

5,300

21.000

1,00,000
60,000

5.000 

20,000
30.000
25.000
20.000 

15,000

5.000

3.000 

U O O  

1,100
10.000 
2.000

BtaOaOkci)
BU(180k(t)

Soun:*: DlnctofM* of A|;ficwl(vre, Ooverament of M«(k*Uyis ShiUonf.

Lack of proper n arketing outlets in the state is a deterrent to in­
creasing productivity and production. The production function is 
complete when marketing is so arranged that the producer is as­
sured of a fair return for the labour and other inputs investment 
made by him for pr<>ducing a commodity. Unless a fanner gets 
remunerative price for the produce, he will not go for increasing 
production.

Meghalaya so fa r does not have the i'equired base and the in­
frastructural facilitiss for organiicd iigricultural marketing. 
Mariceling of surplus agricultural produce HS well as the procurc- 
mcni o f the necessary agricultural inputs and the daily requirements 
of the people in the state, is a problem to be tackl^i. ll ie re  are a 
number of constraints, such as transport, communication, suitable



organised marketing set-up, weak cooperative organisation, 
(Jeplorable conditions o f the primary markets in the rural areas o t 
the sutc. These problems are very t^Hch pronounced in the soi^th- 
westem part of the state bordering Bangladesh. Free trade which^x- 
isied with the people o f East B e a ^ t was dislocated and cl<^ed 
down with the partition of the country. ' |

A s in other states of region, the i^vate traders have, by ind 
large, monopolised the trade and commerce is Meghalaya. Mufltet- 
ing o f surplus agricultural pi<oduoe and'other minor fcN’est produce, 
supply of essential food stuffs, ag^rioUtairal inputs etc. are mostly 
handled by the private traders.Thetnujersare well-organised and in 
an advantageous position to dictate their terms as far as the procure­
ment of the^urplus agricultural produce is condemed. Farmers, in 
general, bring their surplus, produ^ from <Jistant villages to the 
market for disposal and at times, not being aware o f the prevailing 
market trends resort to distress sales. Aa such the price situation of 
the surplusagricultura! produce is very mud) fluctuating particular­
ly for the perishable produce }|ke potato, ginger, fruits and 
vegetables. The middleman iii th^,process takes advantage o f the 
siiuatiofl at the co^  of the producer the consumer as well.

%
Condition o f the Primary M a rk ^
There arc three principal markets located in the urban centres, 
namely, Shillong, Jowai and Tura, o f which Shillong market 
(Barabaza/) in East Khasi Hills district is the biggest one and is 
owned and managed by the Syiem o f Mylliem (Syiem means king 
and Myllicm isthesm allprincclystate).TheJow aim arketin Jaintia 
Hills district is under the Jaintia Hills District Council while the 
Tura market is managed by the TVira Town Committee. There are, 
at present, 114 primary markets in the state located in the rural areas 
and held periodically. On the basis o f the total geographical area and 
population o f the state, each primary market is serving around 
16,000 people covering a land surface area o f about 261 sq. km. on 
an average. There is no umform pattern of organisational and 
management set-up o f these markets. The local autonomous ad­
ministrative bodies are the controlling authorities o f these markets 
including collection o f tools and levies without having any control
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on the price o f quality o f the produce sold in the market. The 
primary markets in the rural areas do not have required facilities o f 
a regular and economic transport. Besides, the market stalls are not 
properly laid down and are mostly temporary structures made o f 
(.hatch and bamboo. Basic amenities like godowns or storage 
facilities, drainage and pavement, parking facilities and supply of 
drinkit^g water are generally not available in these markets.

Therefore, establishment of an efficient agricultural marketing 
system where the growers may obtain a remunerative price for their 
produce is most essential for the accelerated development and com­
mercialisation of agriculture in the state. Increasing demand of 
urban population for I oodgrainsand increasing agricultural produc­
tion and marketable surplus simultaneously calls for a rapid im­
provement in the existing agricultural marketing system. Som e o f 
the key issues to be considered for development o f an agricultural 
market in Meghalaya are as follows:

(i) A  constant vigilance on market intelligence network 
throughout the state is most vital and essential to ascettain the price 
situation o f the agriarltural produce. The work under the market in­
telligence throughout the state should be strengthened and 
revitalised to have a proper perspective of the price situation, col­
lection of farm produce and other related aspects. Out o f the five 
districts, there are, at present, only three district units, namely, Jain- 
tia ILills district, E ast Khasi Hills district and West Garo Hills dis­
trict, having one Assistant Agricultural Marketing Officer, assisted 
by iwo Agricultural Marketing Supervisors for the purpose. In the 
newly created disirit ts, namely. West Khasi Hills and East Garo 
Hills, the agricultural marketing activities are being supervised by 
an Agricultural Marketing Inspector. Therefore, it is felt that the 
district level agrii ultural marketing wing needs to be created for 
these two newly c eaied districts.

(ii) The marketing of the surplus fruits produced in the border 
areas of the state needs to be tied up with fruit processing units under 
the Department of Agriculture, Meghalaya Cooperative Federation 
(M ECOFED)and other marketing organisations in the state as well 
as outside thestatc for the benefit o f thegrowersby utilising thebor- 
(.ter trucks as trans x>rt links.
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<iii) The fruits and vegetables growers o f the state used to (acc 
a number o f problems, particulariy in the rural areas, for the d is­
posal o f their surplus produce and are deprived of a reasonable 
profit margija which consequently reflects as the disincentive for 
cultivation of theseorops. As such, it is felt that marketing of these 
commodities may be organised through cooperative organisa­
tions/growers organisations in the urban areas by giving transport 
subsidy. This.will help the grower* in (Staining a reasonable price 
for their prpduce and the coosumere will also b« benefited by get­
ting fresh fjuiis and vegetables at reMonable rates as well.

(iv) The farm produce is generally sold without any grading. 
Tlie traders and the middlemen xiscd to take advantage of^the situa­
tion by paying lower price for good quality of produce. As such, the 
farmers need to be trained for grading of the produce and maintain 
quality to fetch a better price.

(v) Introduction o f regulatory n^easares by establishing regu­
lated markets in the state is to be brought into force. Keemng the 
idea in view for better regulation of buying and selling o f^ rta in  
commodities and establishment o f r e la t e d  market thereof, the 
Meghalaya Agricultural Produce, Market Act, 1980 was exacted. 
The government of Megh^aya haa.dedded to establish thrM prin­
cipal regulated markets initially at Shillong, Tura and Jowai and 
also eventually to bring the other primary markets under regulation 
gradually inaphasedmanno’.Tostart with, action has already been 
initiated for the establishment o f jMincipal regulated market at 
Shillong and at Garobadha.

(vi) Quality control and Agmark grading, though voluntary in 
nature at present for internal consumption, is compulsory for export 
commodities. Agmark is a symbol of purity guaranteed by the 
Central Government. This is likely to be made obligatory for the 
conunodities consumed within the state soon. In a welfare state, 
quality control is absolutely necessary and should be enforced 
strictly.

»

Regulated Markets THpora
Out of S4 wholesale assembling m a rk ^  as identified in the State o f 
Tripura, 21 markets have so b t  been brought under the orbit of



regulation as per provisions of the Tripura Agricultural Produce 
Mnrkcts Act, 1980 in a phased manner. The Tripura Agricultural 
Produce Markets (Amendment) Act, 1983 has been enacted for the 
establishment of the Tripura Agricultural Produce Marketing 
Board and subsequent amendment was proposed for the constitu- 
lion of market committee of regulated markets to increase the num* 
ber o f members. The Tripura Agricultural Produce Markets (Ad­
ministration) Rules, ]985 was framed to allocate powers to the 
Marketing Board and iX)mmittees. In the regulated markets, paddy 
and banana are notifietl as transactionable commodities. The paddy 
is admissible in the regulated markets in husked or unhusked condi­
tions for transaction. The transactions arc made by open regulations 
between the buyers and the sellers.

The Tripura Agric ultural Produce Marketing Board consists o f 
the ten members: (i) C hairman, (ii) V ice- chairman, (iii) non-offi- 
cial membersrtwo; and (iv) official members; (a) Director o f 
Agriculture, (b) Joint Secretary (Revenue Department), (c) 
Registrar of Cooperative Societies, (d) Director o f Animal Husban- 
dary, (e) Regional Manager of Commercial Bank, (f) General 
Manager o f the Board (an official from the Department o f Agricul­
ture).

The term of the me mbers is three years from the date o f appoint­
ment. The market con.mittee is constituted under Section 7  o f the 
Markets Act, 1980 consisting of the twelve members: (a) agricul- 
turists-6, (b) one member each from trader and cooperative 
societies located ii the area-2, (c) members from local authority-2, 
(d) member to rejvresent each agriculture and animal husbandry 
departmentSrZ.

The term of of fice of market committees (nominated commit- 
lee) is initially for a period of one year with extension for a further 
period o f one year and a subsequent committee for a period o f three
yciu^.

In respect of the infrastructure available in the regulated 
marxets in the stati;, some of the markets have been provided with 
minimum required amcnitieswhile the remaining markets have yet
10 be covered. The minimum basic facilities provided at the regu­
lated market are: (a) sale hail (auction platform), (b) sale stall, (c)



market commiue«’s office, ((i).g<x!t9wn, (e) internal pathways, in­
cluding ^>proach road, (f) providing drinicing water facilities, and 
(g) s a n i t ^  block with draiaage syjlcm .

The (instruction of market godowns is in progress in most of 
the regulated markets ia the state.

Problems

There are no major p|r(^lems faced ^  regulated markets in Tripura 
except theavailability of^u(jeq[)^ Ĵ[af)(  ̂for development of primary 
markets. The transport pfevaient in the stale 9nd is
being tackled by the local pandiaya^ by constructing link roads. As 
per the existing systorn, markets are developed by the Department 
of Agriculture, which are handed over to the statutory market com- 
miilces for management and oCMnlro). Central assistance is also 
availed of from Directorate ol̂  Marketing and Inspection and 
Department o f Rural Dovelf^jroeot, Government of India both for 
the regu lated markets and rural markets. ,

Agricultnnil Marketfs^ bi Anraadia! Pradesh
In Arunachal Pradesh, there ar« paregulated markets and the whole 
trade moves around the pnvate merchants who mostly procure the 
commodities at local markets b  villages held periodically. Tlie 
traders lake the contract of standing crops particularly paddy and 
fruits and harvest it at their cost paying less price than prevailing 
market price. The cooperatives are mainly the distributing agencies 
for consumer goods and do not eater into the product market for 
procurement o f foodgrains, fhiits or vegetables. The itinerant 
traders vLsil the villages all the six days in a week and collect the 
produce directly from the farmers. The conditions of the state do 
not allow for free and uninterrupted transportation.

Cooperative M arketiag

In the 'North-Eastern States, the cooperatives dealing with 
foodgratn marketing arc weak in terms of organisational set-up and 
financial condition. The cooperative marketing societies in the 
region, though established extensively, are defective due to lack of 
marketable surplus o f agricultural commodity and pricc manipula­
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tion by the priva e traders. The salient features o f marketing 
cooperatives in thu N )rth-Eastem States can be seen from Table 
3.24. It reveals that, I>y and large, in cach slate, majority o f the 
societies are incurring losses due to the reasons explained above.

Table 3.24
Primary Cooperative Marketing Societies itt North- Eastern

States
(amount in lakhs)
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.. Typt of fj A t€mh«r- Workiiig Grant im Procure- Dislribit- Pmcurm
* Societies ^ ship Ctpilal Aid mmtt liom mmdLou

Tripur* PACMS 14 2 40 8  2 09 .62  1 3 3 5  4jOO 3 48 .75  - S jOS

McKhiUya HPCMS 5 256 9.09 4 .13  31.81 5 j01 -3 .46

M»nipuf PACMS 14 m v  4.15 —  —  —  —

PACMS - Primary Aj(ricu!lttr. Cooperative Markeling SocidiM.

HKTMS - Horticultural Prodg-» Cooperative Markeiiiig Socidy.
Source: Kegiatrar, Cooperi.i ive Societtea of ReKpectiv* SlalM, 1989.

Statewise description o f the primary marketing societies deal­
ing with foodgrains, fruits and vegetables is given below:

Assam
In Assam, a large number of cooperative marketing societies are 
functioning. The State Cooperative Marketing Federation procures 
paddy from the societies affiliated to it and redistributes under 
public distribution system, after processmg at cooperative sector 
rice mills. Since the regulated markets are not active in the state, 
paddy is mostly procured by the cooperatives, next to private 
traders. The Food Corporation of India is also procuring rice under 
levy from processors.

M anipur
It hits already been discussed earlier that the marketing o f agricul­
tural commodities in the state is very feeble. In the absence of regu­
lated markets for the agricultural commodities, the private traders 
have dominated the foodgrains market. The idea to establish a 
parallel marketing institution through cooperatives has also 
received a set-back due to reorganisation of societies. There are 14 
l>riiiiary cooperaiivc marketing societies in the state but these are



not active. Most o f these societiffll»|ive become defunct due to reor­
ganisation o f Primary Agricultural Credit Societies (PACS). These 
reorganised PACS has taken op niarjceting o f agricultural 
products buttheir area o f operation i^very limited due to paucity of 
finances. The main comfflodily procured by these societies is 
paddy. T h o u ^  PACS are mainly tto  credit agencies in cooperative 
scctor, Stome of them'have also tjJcen up marketing as an additional 
activity.

Meghalaya

The cooperative marketing network in the state has be^t setup for 
the horticultural production, spodfjcally for fruits like pineapple 
and orange. There are five Horticultural Produce Cooperative 
Marketing Societies located withis Phnursla block. The members 
of these societies are engaged hipfocureirient o f horticultural and 
minor forest products and distribiition o f consumer goods. The 
commodity procured in these societies is sold in the open market 
through its own outlets, and private traders engaged in wholesale 
and retail trade o f fruits and vegetables. These societies have 
procured the fruits worth Rs. 39.81 |akh during 1988 and distributed 
the consumer goods'worth o f Rs! 5.01 lakhs. The horticultural 
cooperative marketing societies alM the producc procured from
their members in the international b(tfd^ng markets o f Bangladesh 
and Burma under Open General lic cn ce  (OGL) policy of the 
government. Despite functioning cemtinuously, the societies have 
not been able to achieve 6»e required level o f performance. The 
total loss incurred by these societies during 1987-88 was Rs. 3.46 
lakhs.

Tripura
In Tripura, 14 prinuuy cooperative marketing societies, located in 
the block headquarters with one apex marketing society at the state 
level, arejunctioning. The membership of the primary marketing 
societies was 2,408 as on 30th June, 1988. These societies fjiainly 
procure jute, mesta and seeds (paddy and oilseeds) growt£by the
tribes throughy/mm cultivation, from the members, as sub-aj^nts of 
Tripura Apex Cooperative Marketing Society Umiied (APCM S),
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under price support scheme. Paddy is the main crop among 
foodgrains but the societies are unable to procure it as the open 
market price of paddy is higher than the support price and the 
mariccts are dominate ! by the private traders. Paddy and other 
foodgrains have not l>een procured by the primary marketing 
.socieiicK for the past eU-.ven years. The societies are also engaged in 
distribution o f essential commodities through retail outlets and fair 
price shops under lead link scheme o f National Cooperative 
Development Corporation (NCDC). Besides, these also supply 
diclary consumables t(. hospitals and other government and semi- 
government institutions within their area of operation. O f Uie 14 
societies in the state, 11 have earned profit v^orth Rs. 3 .96  lakhs and 
the remaining societieH have incurred a total toss o f Rs. 4 J 1  lakhs. 
Thus, the overall performance of the societies in the state shows a 
lass of Rs. 0.35 lakh, which is lowest among the states in the North- 
Eastern Region, having network o f marketing cooperatives.

Apart from the Primary Agricultural Produce Cooperative 
Marketing Societies, there arc also 55 Large-Scale Multipurpose 
Cooperative Marketing Societies (LA M PS), mainly dealing with 
the jute procurement. The LAM PS are controlled by the Board o f 
Directors constituted under the guidelines o f the government 
separately. There is one vegetable growers cooperative society also' 
which is functioning with a membership of 530 growers and one 
nominee o f NCDC.,The apex cooperative marketing society in the 
state has 131 members with Rs. 1468.33 lakhs as working capital 
and is engaged in procurement of jute and mesta from affiliated 
primary societies. It has procured the commodities worth Rs. 
235.12 lakhs and earned a profit of Rs. 1.06 lakhs during 1986-87.

Governm ent Agency in Foodgrains Procurem ent

The Food Corporation of India (FCI) is the only government agency 
which procures paddy on behalf of the government. So  far, the F O  
has extended its operation in Assam only among other states in the 
North-Eastern Region, though recently, it has set up a depot at 
Banderdcura in Arunacha! Pradesh. Table 3.25 shows details about 
the procurement of paddy by the FCI during 1987-88 under levy 
ricc schcmc.
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Table 34S  
ProcurrnHmtofPadi^ hjf'PCHu Asaetm

(in tonties)
COMMUM Fins SuptrFUe Xot0l

loiitu
G u w a ka ti

N«Kaoa

N - L u k h tra p u r 

K o lc n jb v

S ilc fc tf  I

D ib r u { * r t i

GoB̂ «ig»twi

1232:465 

ISSlOM 
1 3 1 5 .W  

S13JOOO 

AllJBOO 
174JOOO 

S 2 3 .M 5  . 

2 2 j6 5 0

M l . 000  

14^35

1 3 2 0 4 0

0.100

1 2 3 2 .4 M

2 20 3 .0 0 0

1 3 3 0 5 3 0

813 .000

5 4 W 7 5

174 .100

532 .015

22MSO

60m3«0 4 *1 .0 0 0 2«7 .875 684V.253

S oitn x : Rcgioul Offio*. K 3 , A m m

From Table 32S , it can fitfthcr be seen that the FCI has 
procured largest quantity o f p«ddy firom the districts o f Guwahati 
and Nagaon of Amtm. lb other woiy!S( these tyvo districts have the 
h ighest concentration o f rioe m i l l s w h i c h  the F Q  has procured 
the levy rice. The PCX has 3 9  <Sq>oti> in Assam and one in Arunacha i 
Pradesh. During 1987-^W, the FCS^had i»rooured 6 8 4 9 J3 5  mts of 
paddy, of which 287.875 mts was o f super fine quality, 4^1.(XX) mts 
fine, and the remaining 6080.360 mts o f common quality. Till mid­
dle of May, 1989 the total quantity o f paddy o f aU varieties procured 
by the FCI was 4380.20 mts from the six districts o f Assam.

Private Chaanel
The commodity transactions are done in many ways in the North- 
Eastern Region. A  sid>stantial part o f the total produce is sold by 
fanners to the local traders and moneylttuleni who offer lower price 
as compared to the market price. One o f t^e major bottlenecks of the 
marketing system at the yillage level h  that the loc^  traders and 
fanners undergo an agreement for tiral standing crop before harvest 
at a relatively lower price. The l^umefs sell large part o f their 
produce in the periodic markets which is p u rd ias^  in bulk by the 
local traders, while a lesser portion o f farm produce is parted with 
the growers' societies^ The local traders, In tom, sell the assembled 
produce to the wholesalers, and it is redl^ 'buted to processors and



a portion o f it to the consumers through retailers. The following 
diagram exhibits tlic flt>w of commodities in rural areas.
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Ctnnmodity jrlow in Rural M orketf

The itinerant traders move around the villages, collecting 
produce from farmers and bring them to the nearest markets. B e ­
cause of lack o f transport facilities, storage capacity and fear o f 
being cheated in th< market, the small peasants offer their produce 
to the itinerant traders at a relatively cheap price. Sometimes the 
moneylenders provide them with loans on the condition that they 
wil I sell their produce to them on ly. It is a Iso observed that the shop­
keepers and the traders in the rural market centres sell on credit es­
sential consumer commodities to the peasants during natural 
catamities or at tin'cs o f dire necessity. In the next harvest, 
fanner realises thei' loans with high rates o f interest in terms o f 
agricultural produce at low prices. Often the moneylenders act as 
commission agents o f the wholesale traders.

Transaction o f agricultural produce also takes place once or 
twice a week. Besides, fairs arc held once in a year or so in important 
villages and towns. The farmers often sell a part o f their produce in 
ih c^  fairs. It is worth noting here that in these fair markets, the folk 
sellers of a particular commodity usually sit together in rows facing 
each oU\cr in a particular quarter specially set aside for them. The 
women o f the hilly areas also carry their produce to the market. 
Sometimes they have to travel long distance o f about 5  to 10 km 
with a head load along narrow footpaths made of rough .stones 
which connect one village with another. These footpaths are often



Steep and slippery in tlio niny leMKW. The weekly markets in the 
hills are monopolised by the agents o f wholesale merchants, who 
may decide collectively not to offer the usual price on one pretext or 
another. Most o f these markets are very poorly equipped, un- 
covcrc(|, and lack facilities o f borage, sullage, drainage, and so on. 
In addition, the roads linking most o f these markets, to towns and 
wholesale markets are in poor condition. Some fnarkets particularly 
in hilly areas, are without road. It is pertinent to note that only small 
and marginal farmers sell their jModuce. in such markets. The big 
farmers, with large surplus, geaenlly  go to wholesale markets.

Thus, the agricttltural maiicetisg ia a complex phenomenon. In­
volvement o f a number o f trade channels in the procurement of 
agricultural produce, the attitude o f farmers towards the sejUing of 
their produce and getting immediate realms are the main factors 
governing the entire market operaiiona. The/e are different types of 
problems in the martetiflg o f agricultural and allied products which 
can be categorised into three aspccts such as (i) the oiganisational 
aspects, (ii) functiooal aiq)ects,'and (iii) physical infrastructural 
aspects. The organisatiooal aspects are mostly concerned with the 
state intervention in a g ricu ltt^  lOarketing by implementing the 
market regulation as an instrumeat to offer better price to the 
fanners and feeblise the lobby of private traders. In this task, there 
are many problems faced by different states pertaining to constitu­
tion formation, overccMnifig Iittgati(ms filedl by trading community 
and taking over m a rk ^  fran  private ‘ownerships. The functional 
aspects are concerned with the bottlenecks found in transaction 
during grading, weighing, pridag, payment and other marketing 
operations. Besides, there are some defects in the functioning of 
regulated market committees as they are unable to'control prices, 
conduct auctions, fair licensing etc., which had ultimately affected 
the entire system of marketing of agricultural products. The physi­
cal aspects are mainly related to tafhwtructural issues, such as 
transport and communication, storage and warehousing, marketing 
yards and general amenities and the like.

Private T r » d l« f

It is one o f the popular diannels of marketing o f agricultural
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produce. Tbc private tniders, venture into agricultural products 
markeling, have social and economic dim easiont.Tbis cbanael is 
informal and. facilitates the fanners in diRposing o f the marketable 
surplus atvillage without makingthem bear high trainsporUtionand 
incidental charges for carrying it out of the village. The private 
traders who operate i i the village are of two categories: (i) itinerant 
traders, and (it) petty traders who are stationed in cenUal villages 
and also act as commission agents o f either processors or 
wholesalers. These private traders mostly include big farmers.

This channel is more popular among the marginal and small 
farmers who have low marketable surplus and low risk taking 
potential. However, many disadvantages of this channel have been 
highlighted in many ;tudies^ which largely describe the economic 
loss faced by the fam lers by way of pay ing low price irrespective o f 
crop grading. The problems faced by the farmen in dealing with 
private trader channel as shown in Table 3.26, explain that the 
private trade channel considers the social and personal problems o f 
t'urmers on one hand while on the other, exploits them economical* 
ly. Since the margi.ial and small farmers have higher concern 
towards the social system, they often prefer to select the private 
trade channel,besides other technical and economic considerations. 
The case study^* on llaseed nwrkeiing in Durg, Rajnandgaon and 
Bastar districts of Madhya Pradesh evidences the marketing system 
in private channel.

Table 3.26

h 'm d o f s F o r A ft iit s l

S ocia l 1. la f o n n i l  d e s tin g i I .  S o c ia lo b li i 'M io M

2 . S o c U l p u l ic ip a l io i i 2 . Boaded labour

3 . C o u n u ll in K  in  socia l and f im i ly  m »ncr> 3 . S o c ia l e x p lo iU iio B

4. V i t ia t e  dev« lopn iien lA »ncem s

U conom ic I .  T im e ly  m o M U c y  help I .  L o w  p ric e  per prodMO*

'I .  P roduce d iiiposa l lo c a lly

3 . C re d it lis k e d  m a rkc iin g 3 . I r r « t l i r  p a ym e a u

4 . In fo rm a l boirow in f>s



CluiniieSs of Miurketbis

The linseed is purchased by the private traders as well as the 
cooperative marketing societies. It w&r found during the study that 
the small farmers (up to 5 .0  ha.) lold ®«ir a o p  in the village itself 
to the private traders at lower rates as compared to the cooperatives 
so as to meet their inunediate cash requirements. On theother hand, 
big farmers (above 5 ha.) aold their produce to the cooperatives ac­
cording to the prevailed pride trend,They had storage facilities, al­
though traditional, at theiread.Thesm all farmers falling in the size 
group up to five hectares sell 86.68 per cent o f their produce on an 
average whereas the big fu m en  having more than five hectares o f 
land dispose of only 7 9 3 5  per CMt o f their produce. This trend 
points to immediate qeed for c iih  <j>f small farmjers as also lack of 
storage facilities. 1̂  fiact, the small farmers sold their produce in the 
village iLself to meet a number o f socio-economic obligations. It 
was also found during the study that 67  per cent o f small farmers 
disposed of their jvoduce in the village to the private traders 
w h^eas 21 per cent to the ofX^wretive marlceting societies. On the 
c o n u ^ ,  86.31 per cent o f the big fanners preferred to sell their 
crop to the marketing societies aa<{ M ly 13.69 per cent to the private 
traders. \ :

Obviously when a major proportion o f marketed surplus .̂ s dis­
posed of within the village, farmers would naturally get power 
prices than those prevailing outside theviilage market. The hi^h in­
cidence o f indebtedness o f the sample farmers (63.9  per cent of 
small farmers and 19.8 po-cent o f the big farmers) is clear which is 
inversely related with the quantum o f  output marketed by farmers 
of different size groups. The lack o f pr<jper transportation and com­
munication facilities constituted second important factor resj^n- 
sible for local sales. About 54 > ll per cent of small farmers and 
42 .17  peii cent of big farmers pointed out this fact responsibii^ for 
local disposal.

Cost of .Mjurtceting
The marketing cost o f linseed in rural areas is relatively low as^t is 
sold in unprocessed form and labour Is relatively cheap. The details
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which reveals that the total marketing costs are high for the small 
farmers and low for the big farmers. It can, therefore, be inferred 
that the total marketing costs and the farm size arc inversely related.

Table 3.27
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- - - -  Ai » - > -n

O i s l n c t

D urg K m iim n d g a o m S s M a r

T ra n s p o rU tio a 1.89 2 jOS

(1 .0 0 ) (1 .0 0 ) (1 .7 2 )

W eigh in |> 0 3 0 0 .5 0 OSS

(0 .5 0 ) (0 .5 0 ) ( 0 5 5 )

C o m n iiu io n 1.00 1.00 1 3 5

(0 .5 5 ) (0 .5 5 ) (0 .9 0 )

la b o u r 0 .9 0 0JJ7 0 .7 0

( 0 3 0 ) (0 .3 0 ) (OJO)

T o u lC o « 4 .7 9 4 .7 6 5A 7

(2.OT) (2 .9 9 ) (3 .9 8 )

Figuras in |wr«atiMMa iadical« iMrke(ia|{ ootUofbig fanaers.

The data further show that total marketing cost is higher in case 
of small fanners by about Rs. 1.69 per bag of 75 kg. that the costs in­
curred by big farmers. Bastar district, being the tribal populated 
area, possesses poor infrastructural facilities resulted in the high 
marketing costs.

Price Structure

Table 3.28

Y e a r

u  LSI net
J 9 7 0  7 1 J 9 7 4 - 7 S 197S.76 1976-77

D u rjf 135.0 218.56 156.45 299.80

Riijn*ad]{ao* 134.10 217.67 157.«S 304.12
likHlitr 132.m5 2ia08 151.21 262.67

M « a iiy >  P rw U ik 14l.i‘.6 219J5 158.02 305.67

The price o f linseed varied year to year according to the rate o f 
production. It was hi; '.hest in 1976-77 when the production was in-
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crease in productitm. The w ei^ ted  price o f the produce is shown in 
T a b l e s ^ .  , ■

Since moM o f the farmers are^elling their produce Inunedia tel y 
after the harvest, hence they get lowest price.

MarketinslBtemgcMe
The socio-cultunr^>ad(groimd o f the sample Te^pondents indicates 
that most o f margijBA! small finrmers folliog in the small farm 
s is :  (up to 5  ha.) group belong to scheduled caste, scheduled tribe 
and other baclcward clau es ^ U e  the big farmers (above 5 ha.) 
belong to forward castes. Obviously, A e tndiv idual indicat<^ of the 
socio-economic factors and awareness would be significan!tly high 
fof the forward caste fanners. The respondents, having rural back­
ground, used to get the commuaicatioti through commissloi^agents, 
newspapers and A IR. This study jreveals that excepting Baitar dis­
trict, 71 per ceaMarmers respond to p r ic «  on radio, whil^' 58  per 
cent respond to newspapers occ^<M ally. About 4^ per cent small 
farmers and 8 2  per cent big get the price news f<om the
commission agentiL Further, indicatesan inverse relation­
ship between fhe spm o f influence o f cominission
agents in decision muddng.  ̂ • '

' Thus, the m tire systeim o ^ n fq lo ^ g  requires organisation of 
sale and purdiase o f linseed s ^  a way that producer could 
sccure fjair price. The practice o f sale in the village itself should be 
discouraged and the cooperative oil mills and cooperative market­
ing societies should be io stru < ^  to come forward to purchase the 
produce through their representatives.

M arketing  Ib  T rib a l A resa

In absence of alternative channels in backward areas, due to li ck of 
market arrivals and in&astructiixe, the influence of private trade 
channels is observed u  prominent The cooperative networks with 
specialfcsed objectivps like LAM J^» FLC3S, etc., exists in thelribal 
and b a c k w ^  regiM s, but due tcr weak leadership, enough aware­
ness on instituti(»ui! marketing ooald not be generated. 'Hiis is one 
o f the reasons o f low preference far’either cooperative marketing 
socicUcs or regulated markets. Tbe private traders procure the



agricultural products like foodgrains,oilseeds, fruitsandvegeUbles 
in the ]>criodic markets in a conventional manner and channelise it 
to higher order markets. The periodic markets, by and large, serve 
as assembling centres for the products where no grading is carried 
but. TTiercfore, there may be no price, disaimtnation for higher 
grades of products. Under such circumstances, the producers get a 
flat price for the product without making any quaiitatiye considera­
tions. The cost o f marketing in backward areas is higher in terms o f 
imputed value of labour as family labour is generally used in 
transportation. The storage facilities have been generated in the 
recent past in backward regions through central and state assistance. . 
The Nbtional'Cooperative Development Corporation has also made 
considerable efforts jn  financing construction o f rural and market­
ing godowns. However, in structured godown^, lot o f administra* 
tive problems havejumbled updue to lack o f appropriate user pack­
age, and policy. All these factors encouraged the private trade chan­
nels to ground their business in backward areas where little control 
over the trade exists. A study^  ̂conducted in Bastar district o f Mad­
hya Pradesh, which i.s the largest district with tribal population, ex­
amined the impact of private trade channel on agricultural market­
ing.

T rad e P ractices In T riba l A reas

The survey o f the 5  ̂sample fam il ie.s revea led that 10 per cent o f the 
disposal o f paddy v.'as made for cash and 15 per cent represented 
bartar in the village weekly market with essential commodities 
among iheir castcmen.

Majority of the marginal and small farmers of 0-5 acres group 
sell ihcir produce in their own village at the.available price to the 
petty „"aders, whert as contrarily, the majority o f medium and big 
farmers of 5-10 a a c s  group sell their produce to the cooperative 
marketing societies On studying the sample households, it was ob­
served that 65 per cont of the paddy is marketed immediately a ft« ‘ 
the harvest. The price of this commodity is, however, determined by 
the demand and supply factors of the market, but it remains lo w b ^  
tween November an i January. The price tends to rise from February 
onward.s. Tl\e benefit of high rates indiscriminately goes to the big



fanners who have facilities and potentiality to store the produce. 
TTic marginal and small farmers sell pr<^uce at the lower price 

.soon after the harvest is over to meet their requirements.
The cooperative marlcetiog has yet tp diversify its activities in 

the district. TTie M.P. State Coopenttve Marketing Federation has 
limited expansion in the.district and has not entered the market for 
purchase and sale o f agriculture produce significantly. The Food 
Corporation of India operates in district through its office at the
district headquarters. Till rec^ tly , their purchasing operations 
were limited to rice and, that too| under levy system to instil con­
fidence in the minds o f the grower^’Tli.e purchasers o f paddy and 
maize were also affected under pri(» support scheme.

Further, in order to prrtect the interests o f the tribals, especially 
of small and marginal farmers, the Tribal Cooj>erative Dcvelop- 
meni Corporation and the Food Department of the State Govern­
ment also entered the field o f marketing. The district authorities fix 
minimum price of various coouaodities and give wide publicity to 
them among the villagcn ai\d, i f  c e o c ^ r y , they purchase at these 
prtees directly from tfcc fanners. Tl^esc measures have proved hel p- 
fu! in controlling the untimely and ̂ ^ijle fluctuations in the prices of 
agriculturecanmoditiea.

Storage and Processing F a c ilftk t !
r

The warehousing and storage facijities are not sufficient in the dis­
trict The Tribal We^iarc Department established community 
grainarics in 6.5 per cent o f the.vijlagea to serve a safe storage as 
well as ‘grain banks’ fr<Mn where the poor families can draw in I^nd 
at reasonable terms to meet their conunitments o f seeds and c|on- 
sumpiion. The Madhya Pradesh State Cpoperative Marketing 
Federation hasaslorage facility o f approximately 30,000 bags iri its 
hired godowns throughout the district.'The primary cooperative 
societies have also their owned as w^U as hired godowns which 
have poteoti?! to stw c 4.6 per cent o f thi  ̂total arrivals o f ccreals in 
the district. Besides, the warehousing fadlUies o f the Food Cor­
poration o f ifndia cover 24.9 percent storage capacity o f the tola! ar­
rivals in the godowns studied at important p]aces in the district T^ie 
storage potential o f the FC! warehouses is approximately 4 lakh
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l>ags. li further intend.s U) construct capsulc godbwn in each growth 
centre.

In fact, the tribals are coming forward to adopt better practices 
Cor cu Iti vation due to i Jie persuasive and convincing propaganda by 
the d (Strict agricu Itura 1 authorities. It is desirable to take on hand the 
construction o f godowns, so that the agriculture may not continue to 
suffer for want o f adequate warehousing facilities.

The district has Imited facilities for processing the surplus 
agricu!lo/e produce, '’addy is the main crop o f the district and 
throws open wide sco >e for installing rice mills. Production o f pul> 
scs and oilseeds in the district also needs establishment of units fpr 
processing these commodities. There are in all 75 rice miljs 
Cunciioning on small scale. Thus, their production is negligible.The 
PCI in tends to set up two rice m ills at a cost o f Rs. 25 lakhs in the dis- 
irict. The use of HYV seeds and increasing irrigation facilities have 
boosted up the agriculture production and it is estimated to increase' 
considerably in the forthcoming five years. Keeping.this in View, 
the cooperative sector will do well to take initiative to instal some 
rice, dai, and rice bran oil mills, based on modem technology. The 
processed products provide good market in and outside the district, 
as well as give scope for inter-state trade, as Orissa an(i Andhra 
Pradesh are the neighbouring states of the district. The nee bran oil 
mills i;an also be profitably functioned for processing sa l seeds 
which are abundantly available in the district.

Thus, the agriculture marketing is not well-developed, and 
there arc only eight regulated markets in the di.strict. These markets 
attract agriculture produce from the respective nearby areas but a 
large number o f far-flung villages are devoid of advantage o f these 
markets uiuiiily due to lack of transportation facilities.To some ex­
tent, it may be said that the tribal cultivator’s standard o f living, 
being very simple and their requirements being limited, their nature 
is to feel satisfied with whatever they could get at their own place of 
living cither on bartar or on cash. Agriculture produce b ro u ^ t by 
the villagers is purchase Jby the petty traders who also deal in goods 
needed by the villagers lo meet their daily requirements.

'Hk  development of agriculture and ensuring better prices to 
the tribal peasants is one of the main aspecLsnf the Integrated Tribal
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O ev elo p ^ n t Programme. The o f the agriculture marketing 
conditions reveals tbal yet effid M t marketing system has not been 
established in the district.

Summing-ap '

The whole discussion on agricultural marketing presents a diver­
sified scenario o f trading systems ia different regions and com­
modities. It can be synthesized ^  results o f various case dis­
cussions that the «gent&are widespread
in transaction and found ia pr9C«$|»^|uid regolted markets
channel. The ofganjisation ^ooperativea has been
thought o f in I n d ^  pian$ as a ‘s!)!Pfig aUere«tive in a^icultural 
produce marketing with view to^ineducs tlje influeaoe o f inter­
mediaries. The cooperatives h>ve|a primary objective o f providing 
better remunerative prices to t ^  member farmers at the village it­
self. But, it has been largdy <4»wivod in most o f the referred  ̂case 
studies that the soci^M» QOî k\iK>t make any headway in agricul­
tural marketing due ruu^ncialoonstraint^. The
regulated o f marginal and ^mall
farmers as they have lit^.i;(;art$|^ffi)^#Vip!u^ Besides^ the soatia! 
asp em  o f m artets, mi<A k>o ĵ)pf9, Infrastructuxe flo4 dLst^ce, 
also limit the marginal and pnall C ^ c r a  to m?ke use o£t)b» services 
at regulated marlcel^ T V  markets have ben^ited
medium and large Carmen to extent who have enough
markeuble surplus fta  dispoo^^Ljl^is been o l^ rv ed  tlu|t; larger the 
market arrivals, b e ^  ^ e . jftu^pnal pattern o f secondary 
nniarkets. Howevdr, m these ml^lEc^partic»l];vly in the North-East­
ern Region, litigations b ^ e e n  t^ ip ariw t corpmittees and traders 
have als9 pecn noticed. R e v ie w in g ^  whoie discussion, presented 
in this chjjpter, itcM  be inferred agricultural n^nrketing sys­
tem in the c o u try  j s  complesc ^  i^sense o f strong alternative
marketijig diannel, most the tn f^  is domiiuited by the private 
trade channels.
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A G R IB U S IN E S S  IN IND IA  : LE S S O N S  A N D  V IS IO N S

R ajago p al*

Agricultural production of selected food crqps has been increased in the 
subsequent years since the fall of Seventh Five Year Plan in India. There has 
b een  a significant increase in the production of foodgrains in the p ost­
independence period from 1949-50 to 1992-93 which accounted for 1250 ,9  
lakh tonnes. The pioduction of foodgrains was 549 .2  lakh tonnes in 1949-50  
which increased to 1800.1 lakh tonnes in 1992-93  with an annual growth of 
2.71 percent. During the post-green revolution period the growth of foodgrains 
w as assessed  at 2 .8 4  percent per annum  which accounts for increase of 
production from 95 0 .5  lakh tonnes to 1800.1 lakh tonnes in 1 9 9 2 -9 3 . The , 
index of agricultural production marked an increase of 3 percent over the 
increase of 21 .7  percent registered during 1988-89. This increase resulted due 
to significant production of rice, w heat, pulses,, o ilseed , jute, and m esta, 
sugarcane and other commercial crops.

P erform ance

It has b een  observed  that in the p o s t-in d ep en d e n c e  perio d  the  
G overnm ent of India considerably em ph as ised  the im plem entation  of 
Agricultural Produce Marketing Act through the sta te G overnm ents. In all 
there w ere 6 ,752 regulated markets functioning in the country as on the end 
of Ivlarch 1993, However, due to increasing disputes in the regulated markets 
and lack of infrastructure, the intervention of private traders in procurement 
of foodgrains and sales to term inal and retail m arkets  has significantly  
increased. The private traders Intervention In the transactions of commercial 
crops like bidi tobacco, sugarcane, o ilseed, pulses and spices w as found 
dom inant. T he  liberalisation policy introduced in 1991 in the country has 
further m ade easy the entry of private traders into the domestic and export 
markets of agricultural commodities.

M arke t A rriva ls

The w holesale price index for the cereal crops has shown an increase of 
9.3  percent at 260 .6  during 1993-94 as com pared to 238 .5  during 1992-93. 
The m arket arrivals of w heat during the above referred period m arked an 
increase of 2 1 .5  percent as com pared to the rice , w hich had shown an 

. upward trend by 13.4 percent. However, the market arrivals of Sorghum during 
1993-94 registered a fall of 23 .9 percent with the volum e of arrivals of 3 .14  
lakh bonnes as against the volume of 4 .13  tonnes during 1992-93. Similarly 
the m arket arrival of m aize also decreased by 13.9 percent as com pared to 
the arrivals of 1992-93 in the selected 394 markets in the country. The Table 
I exhibits the status of market arrivals of major foodgrain crops for the above 
period._____________

•  FacuKy M em ber, Institu te  o f Rura l Managemertt. A nand, G u jara t.
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Tab le  I : M a rke t A r r iv a ls  o f  S e le c te d  C e re a ls

(Thousand Tonnes)

Ctop No of Markets 1992-93 1993-94 Peicent Change

Wheat 515
Rce - 591
Sorghum S2i
Bjyra 524.
Maize 394

4230.8
3946.9 
413.0 
326.2 
294.8

5136.8
4476.1
314.2
298.1
253.7

21.5
13.4

-23.9
-80.6
-13.9

Source : Agricultural Situation in India, August 1994
It has been observed that the market arrivals of foodgrains and 

commercial crops are closely associated with the price structure. It consists 
of the support price announced by the government and the open market trend. 
However, as a protection measure the designated agricultural produces like 
rice, wheat, cotton, jute-, coffee, tobacco (FCV) etc are procured by the 
respective Government agencies under the support price patronage in case 
of fall in the open market price. The policy of announcing the support prices 
for foodgrains and commercial crops on the one hand protects the interests 
of the farmers and on the other hand of consumers by making available the 
supplies at reasonable prices. Table II exhibits the trend of support prices 
announced by the government since 1992-93 for different foodgrains and 
pulses.

Tab le  I I ; M lnm u m  S u p p o r t P r ic e s  fo r  A g r ic u ltu ra l P roduce

(Rs per 100 Kg)

Commodity Variety 1992-93 1993-94 1994-95
Foodgrain
Paddy Common 270 310 340
Wheat FAQ# 275 330 350
Coarse Cereals* FAQ 240 260 280
Maize FAQ 245 265 290
Gram FAQ 500 600 640
Red Gram
Black Gram FAQ 640 700 760
Green Gram
Oilseed
Groundnut FAQ 750 800 860
Soyabean Black 475 525 570
Soyabean Yellow • 525 580 650
Sunflower FAQ 800 850 900
Rapeseed/Mustard FAQ 670 760 810
Safflower FAQ 640 720 760
Copra Milling . . . 2150 2350

FAQ : Fair Average Quality
Source ; Direclorats of Economics and Stafistics. GOI.



The data reveal that there has been a continuous Increase in the support 
price lor all the foodcrops and pulses. However, it has been observed that yet 
the farmers are getting marginal profit. The major reason for the low support 
price structure is that the cost escalations of inputs and intrastructural 
overheads are not taken into consideration at the current prices of an 
agricultural season.

There has been a marginal hike of Rs per 30 quintal of paddy in 1994- 
95 as compared to the support price of 1993-94. However, cost of production 
of paddy increased in the above referred period by Rs 48 on an average'. The 
increase in the support price for the coarse variety of foodgrains iite sorghum, 
bajra and maize in 1994-95 was Rs 20 against the announced price of 
previous year. The Statutory l^inimum Price (SMP) of sugarcane was also 
raised by the Government of India from Rs 31 per quintal in 1992-93 to Rs 
34.50 for 1993-94 and Rs.37 per quintal for 1994-95 linking to a basis of 
recovery of 8.5 percent. The minimum support prices (MSP) for oilseed is 
being fixed by the Government on the basis of the recommendatkjns of the 
Commission for Agricultural Costs and Prices. It has been observed that 
support prices for various oilseeds varied substan^alty during 1993-94 as 
compared to the preceding year. The MSP for oilseeds in 1994-95 increased 
marginally over the preceding year. However, tor copra of milling variety an 
increase of Rs 200 per quintal is observed during 1994-95 over the MSP of 
1993-94.

P r o c u r e m e n t

The purchase operation in foodgrain is launched in view of two major 
objectives : meeting the requirements of Public Distribution System (PDS) and 
maintaining the buffer stocks. The cooperatives and public agencies like" Food 
Corporation of India and other commodity cooperatives have been engaged 
in performing this task. It has been observed that the procurement of rfce and 
wheat was higher during 1993-94 than the preceding year. The'quantity of rice 
procured during 1993-94 was 142.13 lakh tonnes as against 129.98 lakh 
tonnes in 1992-93.. Similarly, the procurement of wl^eat during 1993-94 
marketing season was higher at 128.35 lakh tonne^ as against 63.80 lakh 
tonnes procured in 1992-93 season. However, i{/+ias been estimated that 
about 69.87 percent of the foodgrain had been transacted through private 
channel comprising commission agents, processors and wholesalers. The 
cooperatives procured the foodgrain to the tune of 18.45 percent of the total 
.marketed surplus during the above reference period. The margin of 
commission agents was ranging between 2 to 7 percent depending upon the 
quality of produce and volume under transaction. The National Cooperative 
Marketing Federation (NAFED) was designated as the central nodal agency 
to procure oilseeds under the MSP operations. NAFED had purchased a 
sizable volume of edible oilseeds in some of the states during 1993-94 to 
arrest the fall of the prices of oilseeds in the markets. NAFED procured 21.8 
thousand tonnes o1 safflower seeds during 1993-94 from Madhya Pradesh and
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Karnataka while during the same period 5.05 thousand tonnes of groundnut 
Irom Orissa, Andhra Pradesh, Karnatake and Tamil Nadu. It has also procured 
substantial quantity of satftower worth 15.7 thousand tonnes from Maharahtra, 
Madhya Pradesh and Karnataka during the year.

Market Control Mechanism in Commercial Crops

Cotlon is one of the major commercial crops in the country. The 
production of cotton is localised in some parts of Gujarat, Maharashtra, 
Western Madhya Pradesh and Western Rajashtan. It has been observed that 
the price of cotton had increased in the wholesate markets due to loss of the 
crop during the fall of 1993 which continued till the first quarter of 1994. The 
prices of cotton rose abnormally during the period and Government had 
taken-up various corrective measures in'order fo arrest the spurt in the prices 
of cotton in the domestic markets. Some of the major measures undertook by 
the Government in controlling the prfce hike in cotton markets are as under:
1. cotton exports are restrlctod and at a point of time all the contracts were

kept in abeyance, • I
I

2. duty free imports to the extent of 5 lakh bales of raw cotton during 1993- 
94 were permitted. Such exemption was made available to all units 
having their own licensed spinning capacity in the country.

3. cotton hoarders were punished under the Essential Commodities Act and 
advances against the cotton stocks were banned on the 
recommendation of the Reserve Bank of India, and

4. the Government had te-introduced the Selective Credit Control 
measures on cotton.

The productton of jute is largely contributed by the states of Assam. 
Orissa, Bihar and West ^n g a l. It has been observed that the area under jute 
crop declined in 1993-94 by 17.62 percent in Assam, 33.97 percent in Orissa 
and 3.6 percent in West Bengal as compared to the areas under production 
during 1992^93. However, there had been an Increase of 12.75 percent of net 
cultivated areas under the jute crop in B9>ar in 1993-93 as compared to the 
preceding year. The wholesale prices of raw jute during 1993-94 had shown 
mixed trend. In absolute terms there bad been temporal and spa^al variatwns 
in prices in the period. As a measure of price support and commercial 
operation the Jute Corporatkjn of India (X T )  had attempted to purchase the 
jute bales but couW not perform efficiently due to the paucity of funds. In 1993- 
94 the JCl could purchase only’  thousand bales of 180 kgs each as against 
9.16 lakh bales purchased during 1992-93.

Market»intervention in Virginia Flue Cured (VFC) tobacco has been 
initiated through the Tobacco Board whfch ciOows the sale of VFC tobacco only 
through auctions to provide better remunerato»e prices to the farmers under 
competitive bWding conditions. The Tobacco Board arranged the sale of VFC 
tobacco worth 31.15 million tonnes in. 1992-93 and 32.84 millfon tonnes in the 
subsequent year in Karnataka. In Andhra Pradesh during 1992-93, 125.6
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million tonnes of VFC tobacco had been purchased at the unit price of Rs. 
20.75 per kg while the price followed in the same year in Karnataica was Rs. 
27.14 per kg. The price had declined in the follov/ing year In Karnataka by 
23.43 percent while a marginal increase of 0.96 percent was observed in 
Andhra Pradesh. Exports tobacco is promoted by the Government under 
Open General Licensing Policy under quality control of AGMARK. The VFC 
tobacco had been exported worth Rs 366.97 crores and 324.60 croras during 
1992-93 and 1993-94 respectively.

Policy Interventions
In the post-independence period Government of India has taken-up 

various measures to streamline the agricultural marketing activities through 
intervention of DMI at central level. The basic thrust in the process has been 
to safeguard the economic interests of the producers against exptoitatton by 
large number of intermediaries. However, inadequacy of infrastructure and 
administrative arrangements at the level of various state governments some 
deficiencies are reflected In the existing state of affairs in the state marketing 
boards in particular reference to enforcement of market regulation legislation. 
The Ministry of Rural Development at the Centre, therefore had s«t-up-a high 
power committee on agricultural marketing (HPC) in 1992 to review the 
present State Marketing Acts and recommend appropriate measures for 
streamlining and strengthening the regulated markets In the country. Some of 
the major recommendations made by the HPC are as detailed betow*:

To make the legal framework adoptable and to effectively manage the 
regulated markets, the HPC recommended that

[I] the agricultural produce markets including rural primary markets
called haats, shandies should be brought under th« ambit of 
Agricultural Produce Market Regulation. (APMR) Act of the 
respective states, to widen the scope of agricultural marketing,

[ii] the state governnhents may simplify its procedures of marketing 
regulation and infrastructure management,

[iii] effective coordination need to be established antong APMCs,
railway board, forward markets commission, posts aiKj .telegraphs 
department, AIR, Doordarshan and State Planning Commission or 
Board, i

[iv] each state shoulc  ̂set-up an independent cell for implementatfon of 
marketing policie^ of the government time and again,

[v] the constitution of the marketing committee should be brought a
standard of 11 members representing minimum 6 farmers of which 
one member should invariably betong to the scheduled'caste/tribe 
commnity. The tenure of the committee should be for a period of 
five years, , j

[vi] no marketing committe^ should be left superseded and

E.A.-96-II-S
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administered in an undemocratic process, the regional agricultural 
marl^eting cooperatives should also elect their representatives to 
work oh the marketing committee, and

[vii] it is strongly recommended that the state agricultural marketing 
tribunal may be set up in each state to handle the disputes arising 
from Implementation of the state agricultural produce marketing act.

I The DMI has been providing financial assistance to agricultural produce 
! marketing committee through the state agricultural marketing boards for
■ developing marketing Infrastruture as a part of the central assistance. The 
i HPC has recommended some ot the vital approaches in reference to the 
; central assistance scheme for the development of regulated markets. These 
; are as under:
\
' [i] the central scheme for provkJing grant in aid to the state marketing

board should continue and remain with DMI.

[ii] Jhe central sector scheme lor development of regulated markets
may be revised to permit classification of the cattle markets as 
secondary markets and proyWe entitlement of grants up to Rs 20 
lakhs,

[iii] the scheme of grant in akJ may be suitably tailored in view of land
norms, perishable produce, haiats etc to enable them to have 
assistance of central government, and

[iv] master plans for agricultural markets may be prepared by each 
state on priority basis.

Apart from DMI there are many agencies helping the regulated markets 
in performing business. The marketing institutions like National Agricultural 
Cooperative Marketing Federation (NAFED), Food Corporatton of India (FCI) 
and Tribal Cooperative Marketing Federatton (TRIFED) have been emending 
their support in procurement of foodgrains and perishable produce. It is 
observed that their intervention in the regulated markets had not only made 
the flow of commodities smooth but also struck the balance between the 
demand and supply. The HPC has recommended the following points in 
reference to the pubfic purchase agencies in agricultural marketing ;

[i] It is recommended that the benefits of public purchase agencies 
shouk) be extended to the tribal areas also,

[ii] the publk: purchase agencies should buy the produce from the 
farmers directly and not through the commission agents,

[iii] required infrasti'ucture need to be provided to all the principal and 
subrmarket yards of the public purchase agencies for conducting 
business, and
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[iv] . the Farmers Service Societies, suitably tailored group sction 
oriented ones may be provided to infrastructure at the marke: place 
(or their shop-cum godowns.

With a view to catering the needs of marketing credit to the fartr.«iTs at 
the place of marketing the HPC recommended that the pledge finance sc?>eme 
for providing short terms credit against the unsold produce should be unaarmly 
adopted. However, a scheme for insurance against tne price depression Tuay 
also be considered by the Government of India. The HPC feR that there s  an 
urgent need to set up a National Agricultural fylarketing Bank with its brarches 
in all regulated markets to provide marketing finance of short and meciium 
terms to the various levels of functionaries including farmers.

It has been observed that scientific storage sheds and pre-cooiing 
chambers for fruits and vegetables are not available in most of the regu^ted 
markets in the country which obstruct the delayed trarisactions in the mariiats. 
The HPC recommends that the APMCs handling fruits and vegetables and 
flowers shouU be provided with such infrastructure so that they can faciiCate 
farmers tor using the pre-cooling chambers and related packages. However, 
it would be in the interest of the APMCs ttiat they shouU play active rote in 
guiding the farmers periodically on various aspects of the post-harvest care 
in perishable products.

It has been observed that the regulated markets are lass popu^r  
because of the farmers' ignorance of their advantages over the local mark«s. 
Thus, the HPC envisages that the farmers need to be trained in .the sa.te  
agricultural marketing colleges as is being done in Karnatake. The OMI may 
expand its extensbn service network for timely and meaningful support to Sie 
marketing boards on the above cited farmers' educational matters. A.n 
Agricultural Marketing Extension Unit needs to be set'up in each regulatad 
market to disseminate the market related information and other educatiooal 
literature, audto-visual programmes and group meetings.

Retrospects and Prospects
The socio-economic change in rural areas and devetopmentof agrk:ultur9 

in India are synonymous to a large extent as agricultural economy forms tha 
development of millions of people living in the villages. W« have sperit 
enormous time, energy, resources and promotional inputs In an attempt so 
make agriculture a commercial proposition. Yet, the success is not largeJy 
visible. The reasons thereof have been debated at length in forms of different 
kinds since the new economic policy has emerged in ttio country. There ara 
some scientific considerations listed below to enlighten further debate on 
commercialisatcn of agreultyre.

1. agricultural marketing may not be k>oked upon only as an exchange 
function of.farm produce, on the contrary it needs to be considered as 
a resource bed for better ways of investment in farms tor augmenting 
the production.
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2. therg Is .a need to develop agroindustrial avenues in the country to 
absotb fta  agricultural produce as raw material and pay a value added 
price to the fanners to ipculcate the business oriented atUtude among 
them,

3. better marlcsting opportunities an^ practices determine cropping.patlern
■ and develop lo^tics of agribusiness at grassroots level, and

4. innovation approaches in marketing need to be generated by evolving 
better marketing practicBS and providing infrastructural support, credit- 
marketing linkage, marketing extension network and effective public 
interventton poScies.

The history of agricultural marketing since the medieval perfod to the end 
of colonial era in India reveals the dominance of intremediaries in the trade. 
After setting up of IDkoctorate of Marketing and Inspection, the regulated 
marketing pracfce was introduced formally in the country. As of now there are . 
about 6730 regulated markets operating all through the country. However, rt 
couW not make any significant Qonti'ibution in changing the agricultural 
marketing scenario in the country except in some notable states like Punjab, 
Haryana, Western Uttar Pradesh arvd Rajasthan and of late in Karnataka. The 
regulated markets la rg ^  suffered from setback of tow participation. This issue 
in a broad sense may viewed in macro perspective of 'performance trap" 
in agriculture*. The prontinent factors whfch contribute to this concept are as • 
listed below:

* tow'nmrke^le surplus,
* poor performance of institutional channels,
* lack of farmers participatton. .
* low bargaining power of farmers,

* lack of institutkjnal support. •
* high marketing costs or prtee spread,
* poor market management,
* high rate of ftigaUon in regulated markets,
* compleocities tn procedures, and
* lack d  value addffions in pricing.
In the post-independence period substantial efforfe were made to 

organise the farmers to protect their economic interest in agribusiness. 
However, barring a few agribusiness cooperatives a large, number of such 
institutions have become liabilities either on Government or the members 
themselves. The dissecfon of many sick cooperatives revealed that they failed 
to find k>gk^ answers for some of the moot questions of a marginal farmer, 
hypotheticsJly the strongest member of the cooperative, who is in agricultural 
occupation to fulfil his bare need of two square meals a day. Thos^'moot 
questions are :
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i. why farmers are unorgainsed ? . .
ii. winat is tine gulf between the myth and reality of giving agriculture th« 

status of an industry ?
iii. how far is the rural power structure from agricultural martoting ? ■
Iv. how the factors of time and distance affect the farmar's decisiott In

order to bypass the conventional channel of marketing-at)d loolt to tha 
regulated marl^ets ?

V. is it possible'to eliminate the Intermediaries from agricultural trade for
building-up an Institutional image ?

Vi. how far the farmers are responsible for sticking to their conventbnai -
marketing practices ? And ;

vii. where we are missing a link in the entire process of commeiclallsing
agriculture ?

It is essential to evolve a macro framework for promoting agrS>uslnass in 
the county where the socio-cultural factors are more dominating than the 
commercial conskJerations In agricultural occupation. Besides, the ratto of 
labour intensive methods and capital intensive investments in agriculture 
shows a serious imbalance for the known face of high population pressure on 
agriculture. It is very difficult to substantially put an argument for capital' 
intensive agriculture development because so far we could not develop a 
strong alternative sector in rural areas where the disguised population 
employed in agriculture could be absorbed. However, our policiee largely run 
into trade-offs-of the various options for developing business in agriculture. The 
issues for debate for and against are exhibited in Table III. "

Tabla III: Issues for the Debats
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Economic gains Vs Social costs
Blueprint approaches Vs CotocBve dsciskm
Formal Vs Inbrmal control
lnstitiitk>nallslng trade Vs Privattsalion
Minimising risks Vs MaxMsing profits

' Regulated markets Vs SodaHsed markets
Value based consldoraBons Vs Memtw controlled.'
in cooperatives perspecttvftt
Multiagency approach In Vs Slngiewindow
agribusiness system
Top down approach Vs Rapkf market survey
Capital subsidies Vs priM  Incentives
Credit-marketing linkage Vs Profit Snkages

It has been observed in many research studies conducted on analysis 
of the factor affecting the agricultural marketing over the post*lndependence 
period that the dominance of private traders in the agribusiness Is very high 
in general and to the extent of 95 percent in particular to the trade of fruits 
and vegetables, one of the perishable commodities. The fruits and 
vegetables are sold through contractors to the tune of 3 percent and only 2 
percent directly to the consumers. The value addition at intermediate ieve^.is
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veiy low and so about 68 percent of fruits and vegetables are sold in raw 
form only.The crux of marketing is lack of infrastructure facilities like pre­
cooling units, cold storages, roads, transport, finance, forward marketing 
linkages and managerial support.for achieving commercial propositions in the 
farming occupation.

The dynamrcs bf cooperathrisation in agriculture had begun since the 
Second Five Year Plan period to build up an effective alternative marketing 
channel for the large number of.farmers engaged in growing food crops, 
commercial'crops, plantation crops and the like. However, the cooperative 
established with an Intervention of. Government such as Large Scale Multi 
Purpose Societies, Forest Labourers Cooperative Societies. Agro-industrial 
Cooperative Societies etc could not be successful due to lack of vertical and 
horizontal linkages referring to administrative decisions and members stake 
respectively.These societies had very kw  expertise in marketing management 
with respect to performing declsfons on marketing-mix components, developing 
professtonalism in sales and maintenance of business relationships. However, 
one of the major bottlenecks from the business point of view could be the lack 
of operational flexibility which a.prlvate marketeer enjoyed to postioR his 
markets. Further, the non-productive investment in these agencies was found 
to be very high which was borne by the state by Issuing subsidies. Besides lack 
of autonomy, growth of vested interests and ^litical intervention damage the 
image of agricultural non-credit cooperatives having state patronage.

The new oconomfc polfcy emerged in 1991, has invited gfobal attention 
and promoted the concept of high technology oriented projects in agriculture. 
It has become evident in fkjriculture where the cultivation of flowers made a 
dent In contributing to the export markets. Similarly, In production of fruits and 
vegetables also, such high technology projects have been Initiated. These 
projects are high capital oriented and require high managerial skills. Some of 
the potential areas in export processing zone of hortfculture and floriculture are 
as designated below:
Vegeubles
Tomato
Pea
Cabbage
Caulif tower
Carrot
Capstoum
Flowers
Rose
OrchkJs
Carruition

These projects are considered under consortium financing by a group of 
tinaijcing fewtitutions. However, an entrepreneur has to obtain clearances from 
a number of organlsatforjs. These projects have an impact on WTO agreement 
as the entrepreneur has to import mother plants wery three yeas but cannot 
multiply in the green house. If he could obtain permission for further 
multiplicatton of plants he has to impart royalty to the company as stipulated. 
The agro-high-technotogy projects require suitable land, water, uninterrupted 
power supply, clearance from the Reserve Bank of India, controller of exports 
and from the state government. Besides, it is essential that the unit is



reglstered/With Agricultural Produce Export Development Authority (APEDA). 
The project can only be launched with valid technical collaboration agreement 
with a foreign firm specifying'the buy-back agreement of at least two years. 
These projects may be helptui in developing villages w%htn 60 kilometers radius 
of prominent airports. Besides, the potential export procassing zones (EPZ) are 
the commercial crops like tobacco, cotton, spices, tea and coffee while in the 
allied agricultural sectorlare the processed dairy products speciflcal^ cheese. 
Agribusiness, thus, m a/see the vision of international marketing by 2000 AD.-
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Table 3 : Per hectare cost and return from suintaer groundnut cufUvatlon at
different locations
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Parameters Chuadanga - Narsingdl Al
areas

Total variable cost
(Tk/ha) ; Cash cost basis 3214 3925 .2763 3391

; Full cost basis 7591 9525 0409 •690
Total cost (Tk/ha) 8291 10325 10209 9340
Cost of production
(Tk/kg) ; Cash cost basis 4.00 7.71 6.10 6.12

: Full cost'basis 9.44 18.71 17.42 1̂ 96
: Total cost basis 10.31 2058 18.91 14.11

Grain yleld'(Kg/ha) 737 509 540 629
Grain price (TWKg) 13.15 18.5 V 17.76 16.25
Return from grain (Tk/ha) ■ 9692 9422 9690 . 9692
By-product yield (Kg/ha) 503 536 680 631
By-product prtee (Tk/Kg) 0.54 0.32 0.28 0.41
Return from By-pofduet
(Tk/ha) 272 172 166 218
Gross return (TWtia) 9964 9594 9766 9810
Gross margin (Tk/ha)

: Cash cost basis 6750 ^ 9 7002 6419
; FuH cost basis 2373 69 346 1220

Net return 1673 -731 •464 470
Benefit cost ratio 1.20 0.93 0.96 1.06
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Introduction

Horticulture, typically 
contrihutcs major share in employment 
and income generation in rural 
economy of developing countries. It 
has a long history of development in 
Indian context, fhxn the stage of total 
domestic consumption to 
commercialisation. In die post-grccn 
/evolutioD period considerable 
attentioQ has bec.a . given on 
technological Advancement o f 
horticultursd crops with a view to 
augment production and improve 
quality. The importance o f 
horticultural activities has been 
experienced more comprehensively 
during the drought years which 
resluted into steep decline of food 
grains and commercial c r c ^  Thus, 
horticulture has been accefied as an 
insolatwn over the ridcand uncertainty 
of staple crops. Horticulture includes 
cultivation of fruits and vegetables 
(F&V), flowers, foliage, trees and 
shrubs etc. Of these, the cultivation of 
F&V is popular and area to the grass 
cropped area in the country, as 
compared to other crops. The induction 
new technology in hoiticulture has led 
to manifold increase in production 
and marketable surplus. It has been 
found that ataost entire production of 
commcrcial crops and 92.64 percent 
of the F & V harvest is marketable 
surplus for disposaL (1) In the recent 
past more attentiai has been given to 
the markelingofFAV in tropical afeas 
in the light o f increasing and 
urbanisation and awareness on the 
fon-iurnQtion of F & V h e a l t h  
protector, th e populatJOTTwonging 
to semi-subsistence communities, 
medium and higher income brackets 
consume an increasingly large number 
of vegetables. A range o f leafy 
vegetable, stalks and tubers are
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available in tropics and. semi arid 
tropical (SAT) regions.

The se<iucnce of markets and 
entcnmse through which F&V. pass 
between grower and consumer vary 
largely according to traditions and 
reponal socio-economic ccwditions. 
The numerous stadicss conducted on 
F&V production and marketing 
activities reveal that k is mainly an 
enterprise of the large number of 
marginal and small farmers on an 
average 43.28 percent of land owned. 
(2) The fanners gel fringe share in 
consumers rupee as a major portion of 
profit is distributed among different 
levels of in lermediaries. It is. therefore,- 
found that the basic intention of the 
farmers would be towards minimising • 
the losses due to perishability of F&V 
than niaximising the profit. The F&V 
markets in rural areas are unorganised 
and the take home earning is very less. 
Under such circumstances the main 
question that arises is whether the 
marketing system existing in the rural 
areas is absolutely unfair to fanner? 
The role of public intervention for 
F&V marketing has been a debatable 
issue since long as which form of 
organisational structure wouldbe more 
fcasibleto provide better remunerative 
prices to the farmers as well as to 
reduce the influence of intermediaries 
and private traders. There has been a 
felt need for an alternative marketing 
channel fV^H&V as fanners had no 
choice for Setter pice. The scqje for 
participatory decision making and 
serving for commcxi interest are the 
major consickralions in cooperative 
setup. Some studies reveal that 
marketing coc^ratives have higher
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economic efficiency among the 
existing channels in foodgrains and 
oilseeds to some extent In receni past. 
F&V marketing cooperatives have 
emerged as a new competitor in the 
market. These cooperatives have 
broken the intermedianes influence in 
procurement and distnbudon of F& V 
and eiAanced the scope of backward 
and forward linkages. As such, apart 
from the procurement and marketing 
Operation the cooperatives have also 
launched nm y acJviiies for
growers. (3) The marketing activity of 
the F&V in cooperative sector has 
shown considerable devek îmcnt in 
the states. It is being promoted by 
NDDB. S u te  Feds., NCDC and 
government under different 
programme. However, the 
organisational expansion has been 
observed slow in the rural areas due lo 
motivational and infrastructural 
constraints. (4) There are number of 
problems faced in organising an 
alternative channel like cooperative 
among theexistingmarketcompetition 
during embryonic stage.

The level of conflicts may be 
relatively less in mature stage of a 
cooperative setup, however this 
conflict may go up again in the stage 
of ageing where the products need to 
be relaunched with innovation, and 
new approaches o f marketing 
communication lo be sought.

Keqjing these issues in view, 
the present study analyses a 
cooperative society passing through 
pre-mature stage of its growth, to 
unc’.erstand its management practices 
and approaches to withstand the 
market competilion. The fresh F&V 
Cooperative Marketing Society 
(FRESH) in Andhra Pradesh has 
crossed theembcyonic stageof growth 
and passing through stage of pre­
mature.

The Stauts; The FRESH Fruit

and Vegeuble Cooperative Marketing 
Society functionilig in the state of 
Andhra Pradesh has been purposi vcly 
selected for the study. The society has 
operational area in all the districts of 
uie State, however, currently it is 
functioning in the Ranga Reddy (RR) 
district catering the need of F&V in 
jhe twin cities of Hyderabad and 
Secundcrbad. The society has come 
into existence in 1986 and started the 
pilot experiment in twin cities of the 
Siafci..  ̂ith procurc«i<'&i»4 oiK.<i iH the RR 
district The major activities of the 
society are procurement and retailing.

The third order marketing 
activity in agricultural markedng may 
be defined as retailing. In business 
activities the first order will be 
assembling or primary procurement 
The wholesaling, grading and 
processing activities comprise the 
second order. (1) The product is moved 
to ultimate consumers through 
retailing, which form the third order 
linkage in agri-business acdviiies. This 
activicy has considerable importance 
in marketing of perishable products 
like fhiits and vegetables. The retail 
outlets are the main source of feedback 
of consuracr demand for the prodtxts 
on which ibe acuvities of first and 
second orders art scheduled. U is 
observed that about63.92 of fruits and 
vegetables are-sold through retailing 
lo the consumers. The Fresh Marketing 
CooperaUve society perform the 
business mainly through retailing. 
However little quantity of selected 
fruitslikc mango.grapes etc. are being 
exported to metros. The consumer 
awareness and feed back mainly 
consist o f the forward linkages. As 
such, retailing is a composite activity 
of the various factors F&V in the 
Fresh Society.

Procurement: The Society has 
a network of Field Work Procurement 
Centres (EPCs) for farm procurement 
and some identified wholesale

regulated markets for supplementary 
purchases of fruits and vegetables. In 
RR district the fruits and vegetables 
are procured from both sourccs. The 
peak season for vegetable supply is 
Autumn. In this season the water 
(Oct-Dec) and the lean seasons are 
summer and the early rainy tabk; also 
recedes from 11 metres to 19 metres 
on an average. It is one of ihe reasons 
that cropping intensity is as low as 
111% and the extent of dry land 
farming is 81% in the SAT region.

The major FPC is Dcvar 
Yamajal which provides largest 
quantity of farm supplies and have 
whole coverage in termers of farm 
households as well as the number of 
villagers. The vegetables except leaves 
are procured at the former two FPCs 
while only leafy vegetables arc 
procured at Manneguda FPC, which 
operates in the morning. The 
procurement in Yam jol and 
Godumjuts FPCs are in the early night 
hours. The society also enlertains 
direct transactions with farmers who 
supply produce at the processing plant 
of the Society. Such supplies are fron 
large land holding size farmers who 
use their own transport to the 
processing plant

The fluandty of procurement at 
FPCs and open tnaikels total ly depends 
upon the quantity indented by the 
outleti The managers of outlets give 
daily requirement to the Society and 
accordingly theprocuxementassistants 
are given the upper limits o f 
procurement The data shows that the 
FPCs contribute 35.74 pcrcentofthe 
total procurement per day. In all 45.03 
percent and 54.97 percent produce is 
procured fit>m fanners and wholesale 
markets re^pet^vely per day. It is 
found that the overall demand for fruits 
and vegetables in the twin cities, is 
300Tonnes per day. The contribution 
of the society to the total requirement 
is «ily 3.59 pcrcent To meet the
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demand the society also procures 
onion, potato, ginger etc. from the 
regulatedmaAetsbesidesFPCs. These 
commodities arc purchased fro n the 
wholesale maAets. The anions and 
potatoes arc quick rolling 
commodities in retail outlets. T lj^  
the frequency of procurement is a l»  
relatively high. The fruits procured at 
FPCs are grown typically in the 
watershed areas in SAT region. Tlie 
variedes art prescribed by CRIDA 
and IC3USAT for the rainfed and red 
sandy soils in SAT r^ o n .

Infr-astnictqre: The trut^Kxt. 
distribotion and oetwork of retail 
outlets constitute the major 
components of infrastructure. The 
society pDvides transport to FPCs 
and has set distribution routes to the 
retail outlets. The society has one truck 
of own and hire 3 more transport 
carriers per day for distribution of 
F& V  to outlets from FPCs and 
regulated markets.

(i) Transportatron: The FPCs are 
linked with society’s transport 
netwoiic. Every evening the society’s 
vehicles move to the Procurement 
centres where the fanners bring their 
freshly harvested produce. The 
produce is directly weighed and 
payment is effected immediately. By 
this, the farmer is benefited by saving 
the commission, T ra n ^ n  expenses, 
and time which he can ofterwise spend 
on productive efforts. The graded and 
packed vegetables according to the 
indents by the ontlrt managers are 
sent for distnbution. The fruits and 
vegetables are distributed twice a day 
in the Mandies and in evenings in 
kiosks.

0 0  Nfarketing Outlets :• As staled 
in the pertext the society'has main 
business of retailing. There is a wide 
netwoilc of retail outlets in the twin 
cities. As stated earlier, there are two 
types of retail outlets namely Mandi 
and Kisok functioning in these lines.

’The Mandi is an outlet for lose 
vegetables and fruits. The fransctise 
to sort the vegetables is revoked 
recently. The choice of sorting 
vegetables was provided in "Farms" 
organised by the society as an early 
experimenL The quantity of rejected 
vegetables was fouitd more in such 
practice. The packed vegetables which 
are of A grade are sold through K io ^  
There are some open outlets or the to 
called stnttegk poinis for the sale ctf 
Injected vesetri>Ies. These are mostly 
located at the low iiKome areas. 'The 
detail characteristics of the outlets are 
discassed in the frxi^oing text.

Packed Vegetables: Pieseatly 
Society has 10 outlets aeSlng packed 
vegetables of superior quality. Hence 
most of the vegetables are soU in 
polytftcoe sachets o i 100% Gms. to 
IX) Kg. weight depco(Sn{ open the 
item, price of the vegetable and 
suitability for packing. These outlets 
are located in high income residential 
localities.

M andi: In this type of outlets 
vegetables are sdd in loose and the 
farms opened earlier by the society in 
which the customer has the choice of 
pick and choose have been withdrawn 
and farms merged with the Mandies. 
A wide range of fresh vegetaWes and 
fhiits are sold in Mandi. They are 
manned by supervisor and 4-8 
salesman depending on the turnover.

Mobile Retailing r Apart from 
fhJe had a new
concqrt called “VEGETABLES on 
WHEELS" (VOW). For 
society had purchased buses from State 
Road Transport Corpcaaticai, which 
are modified as per the requirement 
and fitted with display system for fhiits 
and vegetables. The buses used to be 
parked in the busy markets during the 
evening hours, and in the mornings at 
residential complexes. These mobile 
sale units start«] functioning from

December 1990. These vehicles were 
damaged in some agitative 
circumstances. The above menUoned 
strategiei offer the following 
advantages to the consunser.

- Wide range of-freslr^hiits 
and vegeubles at very 
reasonable prices

• Coirea wei^Bnent

> Oood castomer aervice is 
k y g i» ic  surroundings tt

‘ Iherdoor-steps

(iO) A v a r e s m  ,i
rvma/iss b m  essoitiia factor Sor 
success la leiaffing. ItecCTapetiiioo 
in F4V  is very high it largely affects 
the prices. Since the co n su lt^  we 
price and quality sensitiYe ii is 
necessary to weSa substantia] efforts 
for pablkAy. "nieSocie^akpS IfSfiffia 
approach and level publicity for 
generating awareness, cm the fredi 
outlet and &e products of retailing. 
The opening of new outlets are given 
considerable advertisenjem locally by 
distributing of pamphlets and Iwal 
announcements. However the news 
paper advertisement givoi on the day 
of isaogisatiaa. Is the sulsequent 
period awaretiess is foui»l qireading 
throogh inter-personal
commaaicatioa. The consumer 
interest tt developed more thn:>ugh 
informal manner rather than capital 
oriented p(4>iidity.

V^-agement ia Retaning :
The retailing of perishable products 
lita  %-egetabIes e a r n e r ? ^
risk and uncertainty, h  is, therefore, 
essential U) ensure eh'ective marketing 
management system. The society 
manages the retail outlets on 
commission basis and through 
salesmen of the society. The 40% 
percent outlets are managed staff and 
60% percent private agents. The 
management practices of both kinds
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are discussed in detail in the following 
text.

(i) Privat* Agents : The retail
outJets managed by the private agents 
are mainly Kiosk where ihe packed 
vegetables arc sold. The agents get 11 
percent commission on total value of 
sales and 3 percent discount toward 
handling charges. In all they get 14 
perceni dividend cm the value of sales. 
The society does not accept any retnms 
Ic . F& &om the r ”T ''S~r
of Kiosk. $0 the commission is 
admissible on ‘no-rctum’ basis. The 
infrastructure such as transport for 
F& V, Kiosk, electricity, di^lay trays 
etc are provided by the society. The 
agent has to concentrate only on sales, 
consumer welfare, relationship 
building, business promotional 
strategies, maintaining proper 
accounts and indenting stocks for the 
following day.

(ii) Mandi; These outlets deals with 
unpacked fruits and vegetables and 
are largely managed by the staTf. In 
case of an agent managing “Fresh 
Maadi* 12 percent commission is 
penaissible, which covers 3 percent 
discount towards handling. The 
commission is lesser in Fresh Mandi 
as compared to Kiosk becausc the 
society accepts maximum 7 percent 
returns of vegetables on account of 
spoilage or rejections. The society 
provides tn&astructure facili tics at par 
v ilt  Kiosks also in this system. The 
rejections are sold in qpen retail points

(jf jf.j. case pf
noQ-sealeability, it is auctioned to 
sorae extent. However the remaining 
stocks is taken in wastage account U 
has been found that on an average S to 
10 percent {M-oduce goes waste or as 
spoilage. In value terms it would be 
about Rs 30,000 p^ mcaith.

Turnover : A high turnover of 
F& V with cost-effective management 
is the key for success. Since there

would be frequent variations in 
demand and price level, it may not be 
possible to project scientifically the 
trend of turnover in F&V retail 
iusincss. However an approximation 
states that on an average there is a area 
of ihe society. TTie ratio of consumers 
attending Mimdi is higher than kiosk, 
though the average purchases arc less. 
Mandies are more popular outlets for 
the consumer oflower middle to upper 
middle income group. The kiosks are 

■ popular among the consumers of high 
income group.

The r t̂io of attendance in Mandi 
as compared to Kiosk is 1:4.4 
consumers. However, there is a 
difference betweea the attendance and 
aaual buyers. In fixn that it was found 
during the study on an average 18.32 
percent non-buyers also attend the 
outltt. The statistics oo .attendance 
include also such cases. The average 
purchases per consumer per Mandi is 
found 15  kg whereas it is found 0.2 
kg. more among consumers buying in 
Kiosk. The society has performed an 
increasingachievementinoverall sales 
of fruits and vegetables since its 
inception. The sales has86.84 percent 
compound growth rate during the four 
year period 1986-90. The roajcs- area 
of sales ofFAV procured by the society 
is retail outlets. A small qusniity erf 
fniits were exported to New Delhi 
during the period 1987-90. Theexport 
of fruits contributed only 3.77 percent 
in the overall turnover of the society.

Mango has higher expcal value. 
The seasonility in production and 
supplies is also hi gher in case of frui ts. 
The handling cost, packaging and 
transport costs are higher as compared 
to the vegetables. The risk involved in 
marketing of fruits is also higher in 
exports. Thus the Fresh society has 
taken up the marketing of seasonal 
fruits locally through retail counters 
in large scale.

Farm Supply : The supply of 
fruits and vegetables to the FPCs from 
farmstea'lsconsuttitcthe major source 
of procuiement. The fanners supply 
different varieties of F&V and realise 
the value on sales. The farmers are 
paid imme£at£ly after procurement 
of their produce. In case of short of 
finance, the farmers arc p»id the value 
on the following da .̂ 68.34 percent of 
the farmers do the business o f 
vegetables with the society per year. 
The marginal farmers who have 
seasonal crop sell the produce to the 
society for ^ limited period. Such 
farmers contribute 16.60 percent to 
the total sample size who transact the 
produce the value Rs. 1000-2000 
per year. However 15 percent medium 
and large bud holding size f ^ e r §  
sell vegetables to a maximum of 
Rs. 8000 and a minimum of Rs. 4000 
per annum to the society. The fanners 
also sell their produce to non- 
institutionaJ channel. It is found during 
the study that a large number of farmers 
prefeiTcd to sell their produce to the 
socicty for the main reason that the 
procurement is held at the door step 
instead of taking out much of their 
time in town and regulated markets.

96.66 percent farmers 
preference indicated first priority for 
supplies to cooperative marketing 
society whereas (»ily 3.34 percent 
farmew preferred to sell their produce 
to private traders as first preference. 
In case of unfavourable negotiations 
wilh Fredi marketing society over the 
issues of quantity, weighment and 
price 60 percent farmers preferred to 
deal with private traders while 35 
percent had second cation to transact 
direct with the consumers. By and 
large, the study observed that the 
farmers jppreciated the cooperative 
intervention in F&V marketing and 
desired its expansion in term of 
augmenting procurementthrough new 
FCPs.

466 T he C oopera tok



Prid nf ; The society atopts 
two steps in pricing of fruits and 
vegetables (0 procurement price and
(ii) retail price. The procurement price 
is fixed on the basis of the regubted 
market price followed in the nooming 
auctions/sales. Such prices are 
collected by the procurement managtoi 
and given to the procurement assistants 
of FPCs, who buy the v^etaUes in 
evenings. ”n»e quantity of procuremeot 
is also iixed based on the indents 
received fixTm the Fresh Mandies and 
Kiosks. There are two main parameteis 
followed in retail pidng - (i) 30 
pcrceat marpo oo procuremem cost 
and ccxnpedtive prices in open 
market. The retail pnces for packed 
F&V ccmtain the packaging charges 
of 7 percenl.

At the start of maturing season, 
most o f the vegetables would be 
available in the market in small 
quantities, which increase gradually 
during the course of time shifting the 
price. There is a supply and price 
calendar for F&V in wholesale and 
retail business. It is found during the 
study that the private traders retailing 
in F<tV earn a margin of 48 to 55 
percenl over the investment on slock 
or procurements. It was observed 
during the study that during 1990-91 
the deviation in prices is higher in the 
m'^nths during January-March and 
stabilised at higher price for loogcr 
^>an during May-July. In society's 
retail outlets, the price is less 
fluctuating and stable for a longer 
period during Oct-March of the 
calendar year. However during the 
study it is found that there is a 
difference in the procurement prices 
between the cooperative and private 
trade channels.

In cooperative society the price 
is 22.12percent tovw than the private 
channel. However the real cost of 
marketing is higher in cooperative 
channel comprising savings on

transportation, time, distance and 
wages. It is bccause the Fresh society 
procures at th i  villages through FPCs. 
Thus, a large number of marginal, 
small and medium land holding size 
f ^ e r s  prefer to sell their produce to 
fresh society than private channels.

The Constraints : The 
problems in retailing have been 
observed in both the types of outlets 
towards iafrastructure, managetnent 
fmance, padcaging and related issues. 
These aspects are dealt in detail in 
following sections.

(i) Oufiet Network :• It 
was envisaged in the institutional 
objective that the society will have its 
own retail network of weD designed 
mandi and kiosks to horizontally 
integrate by marketing other consumer 
products. However, this could not 
h^Tpen as. the stxietgja pilot stage 
could not ^ e  off arid le ^  to focus 
due to the delays in vd ved in sanctions, 
approvals and releases, of funds. The 
society in its anxiety to undertake 
marketing has designed small kiosks 
measuring 6 ’ x 6 ‘. These were 
subsequently proved to be total^ 
inadequate.

Theprimary aspect thatemog;^ 
fiom the experience of functioning 
since inception is the need to provide 
large shq» having the area of 600 to 
1000 Sq. ft. for displaying large 
quantitities and varieties of fruits and 
vegetables. This is adequately proved 
by the “FARMS" outlet established 
by the soci ety. However, ihe vegetable 
retailing involves very much problems 
like perishing, leftovers, weight loss 
due to evaporation etc... These losses 
may be ranging from 5 to 20%. These 
losses arc very high as compared to 
the commission of 15 to 2S paise per 
kg. the retailer recovers from the 
society. The vegetable vending has 
one distinct advantage of attracting 
the most number of consumers in a

week than any business except milk. 
As such, there is a strong need to 
horizontally int^rate the shop selling 
with all other commodities required 
by the housewife for use in kitchen 
and dinning hall. The money earned 
on the other items may be an incentive 
to the retailer. It is observed that 
obtaining municipal sites and getting 
permission apart from the problem of 
finance is highly time consuming and 
there is bo certainty about 
implementing a time bound action 
pfam. As such the society proposes to 
hire bailt-Bp shops r«ady for 
occ<Kpation aed act cp the 'FARM* 
outlet in The tarmoaflett
1̂  a mintmiuD space of aboot 300 
sq. f t  The hired places can be graded 
as i>er the area available and the 
location of the place.

0 0  PackasisgiOoeofihe 
societies objectives of the society Is to 
introduce the concept of standardised 
& branded horticultural produce. In 
pursuance of this objective of the 
society hasestablished standards and 
launched the marketing of packed 
vegetables. There has been a good 
response from the consumers for the 
convenience concept However, there 
are very many problems invcdved in 
marketing packed vegetables as 
discussed in foregoing text

(a) Standard Packs:

The consumers unusoally prefer 
smaller quantities of packed F&V as 
they may have the option of taking 
more, but would not like to take larger 
quahulies when they do not r e q i^  
Th e Consumers desire a standarapacl: 
in terms of either a rounded value or 
weight Thesociety is facing proWeras 
in making such packets, without 
computerized grading machines. 
However, the society has developed a 
microprocessor printers to be 
interfaced with the weighing scale. 
The system woriced well for some
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time, however, the printer could not 
work as an on line production unit 
Presently the only solution is to make 

jjiandard crates and fill the material in 
a specified numba- of bags of varying 
size, and dispatch the standard cratcs 
with specified, number of bags to the 
retailers. The retailer weighs it on an 
electronic weighing scale and records 
the same in the registered, which 
computes the value payaWe. This 
support is provided by the society.

(b) "Lack of Adeqnate
Technology:

Packed vegetables are not 
marketed any where in any tropical 
country. The society has made a 
maiden and poineering venture for 
marketing packed vegetables. As such 
there is no R&D faciL'ties available 
for packing vegetables in tropical 
regions. The society does not have 
automatic packing machines in the 
absence of which manual packing has 
to be done.

(c) Labour:

The maja- cperation is done only 
in the night, as the Vegetables are 
harvested in the evening and brought 
to the plant in the night These 
vegetables are to be cleaned, graded, 
wash ed, and packed overnight and are 
desparched eariy morning. All these 
operations involve adequate labour. 
Labour is not exclusivdy available 
for the n ight shift alone.

(d) Est.vblishing tbe R etail
Nell rork :

Tbere <re two ways i  retail 
network, can be establid)e<L One is by 
building own srructunes in leased land 
from mmicipa'lities Cir to hire built-np 
complex in commercial areas. The 
former is highly tim e consuming and 
expensive, apart fr orn the fact, ate 
may not be availabl';  at the exact place.

where it would be ideal, whereas it 
would be faster and easier to hire 
commercial places to up retail out­
lets. For hired commercial ptoces, a 
detailed design should be made with 
budget allocation for integrals 
decoration along with layout and 
display systems. The space required 
for setting up an ideal shop is about 
1000 Sq. f t  However, the shop can 
also be established in 300 to600 Sq. ft 
The expend! ture on each shop depends 
on the location as such there will be 6 
types of shop 1000 A, 1000 B, 600 A, 
600 B, 300 A, 300 B. The turnover is 
expected per day are Rs. 20,000, 
15,000, 15,000, 7,000 4.000 3,000, 
respectively for the above mentioned 
categories.

(iii) Horizontal Integration :

Vegetable retailing is high risk 
oriented and does not incorporate 
subst^tial trade margin as a risk cover. 
There is a perishability factor ^art 
from the varied demand. More often 
these losses vary from 2 to 20% based 
on the material supplied wrong indents. 
As such the petty vendors and retailers 
are making np the losses mostly by 
restoring to uniform practices like 
inflated prices to some consumers, 
slight ofhand on scales, adding weight 
to vegetables by sprinkling water etc.

It is found that some of tbe 
existing retailers have refused to 
market the societies vegetables on 
above grounds. There is a silver lining 
to the bleak side of pkrture. Since the 
F&V shops have high frequency of 
consoniers the commodities displayed 
and marketed are comparable to any 
super market for the ^ i f i e d  range. 
However care should be taken in 
identifying the commodities for selling 
through these shops. The broad range 
of commodities proposed sell through 
Mandi along with F&V are (1) Bread
(2) Milk & Milk Products (3) Eggs (4) 
Flowers (5) Sauces (6) Janas ̂  Pickles

Papads (9) Ready to serve Curry & 
Sdups (10) Baked buns and cakes ctc. 
The profits generated by selling these 
products will be additional and make 
the shop an ideal one for the consumer 
and retailers. (2)

(iv) Franchising :

Good Kknagemem of the retail 
outlets is the most important factor. 
This is more so when handling del ica tc 
perishables like Fruits & Vegetables. 
Displaying, resorting, arranging and 
constant spraying to retain surface 
moisture and humidity are few 
important factors. However the factor 
that is most important is interacting 
with the consumers and uying to 
identify their needs and indenting the 
right quantitities to ensure that no 
excess material being left The ability 
to sell (he excess material kft unsold 
will also be very important

(v) Time and Distance ;

The other important factor in 
retailing is the timings. The shops 
need to be kept open from 7 A.M. to 9 
P.M. While the closing ume'alters 
from place to place. However, it 
becomes very essential to have the 
shop, open for more than 10 hours to 
12 hours. High incentives need to be 
provided for people to wcmIc hard. It 
bccomes very, difficult to closely 
monitor the retail operations, when 
the retail outlets are in large numbers. 
As sue h it is proposed by the society to 
establish the retail network and 
handover these shops lo individuals 
and 10 women or other welfare 
associations on management contract 
The contractors will have to pay the 
rent to the society as stipulated by the 
society from time to time. The society 
would be at liberty to resume the 
business from the contractor without 
giving any notice in cases where the 
contractor has failed to fulfil the 
contract. Itisenvisaged that on average
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the Society would make a profit of 
more than Rs. 2,000 per shop, in case 
the society established 50 shops the 
current overheads. This will enable 
the Society to pay higher margins to 
the farmers. The preliminary enquiries 
have indicated a overwhelming 
response from individuals and 
associations from taking up such 
ventures.

Emerging Issues

The cooperative movement has 
got bogged down because of the many 
handicaps that are constraining the 
eCTjciency of credit, processing and 
marketing societies. To a large extent. 
The F& V cooperative instead ofbeing 
run by their members, are controlled 
and managed by ofTicials. By and large, 
it remains under managed due to lack 
of farmers participation at grass naots 
level. This is despite the fact that the 
F&V cooperatives have emerged as 
the third prominent sector to the 
reckoned with and has been 
encompassing diverse sectors in the 
economy, such as production, 
processing and marketing. It will be 
found that professional effectiveness 
of the managers in the cooperative 
will be only a fraction of that business 
enterprise with the same turnover. (3)

Organizational

The F&V cooperative in the 
study region is yet to make a headway 
in the existing competitive cohditicais. 
The basic problems faced by the 
farmers is that the FRESH cooperative 
society is unable to procure the whole 
stock of the fanners brought for sales. 
In all 42.38 percent farmers reported 
that they have to take back their 
products as the FPCs do not procure 
the whole stock. On an average 287 
kgs of vegetables are returned by 
FPCs.

It is found during the study that 
the farmers participation in General 
Body is very poor. In fact an attitude 
of indiffcrcnce is being developed in 
the farmers for lack of participation 
opportunity in general body meetings. 
The Fresh^4y maiketing society in 
1987-88 had suppUed HYV seeds for 
Fruits and Vegetables to the farmers 
later such effofts were not made. The 
farmers are using local vmety in seeds 
of different fruits and vegetables. 
However 36.66 percent farmers 
expressed the problems in increasing 
production in the absence of HYV and 
technical assistance reodered by the 
society. The 85 pciceni farmers have 
expressed that the society is not 
planning to extend credit for short 
term to fadlitate the members and 
non-members to buy required 
fertilisers and pesticides.

The present style of managing 
the societies leans heavily on the 
financial and managerial assistanceof 
the government. However the Fresh 
society cooperatives had gone on 
increasing their membership and 
turnover in the fields of marketing, 
processing and distribution, etc., the 
process of struggle to attain necessaiy 
cfTiciency to acquit itself well from 
the dcpcndency syndrome on the state 
is still a far cry.

Autonomy

The cooperative movement in 
all its aspea has been built-up on the 
basis of freedom and democracy. The 
vthoie St j'wWi4JU V wf its organisation 
speaks the determination of the 
movement to conserve the rights of 
every member to an equal voice in the 
destinies of the societies. Any attempt 
to sap the democratic foundations of 
the movement would hamper the 
progress. (4) Given the widespread 
illiteracy of the members need to be

improved, it was inescapable (even 
essentiaO that the government should 
play a very prominent pan in 
promoting cooperaUves. For F&V in 
regions like SAT but invariable 
dependency on government funds is 
increased. Ithas affected the autonomy 
to large extent. The F&V cooperative 
movement is largely controlled by the 
k)cal institutions (Municipality) at one 
end and the cooperative authorities at 
the other seem to be animated by the 
formal spirit of cooperation and will 
really be functioning as a department 
of the govemmeoL

Viability

The base of the cooperative 
pyramid in India is provided by the 
primary societies catering to the 
fanners, who, in turn, often depend 
for their livelihood on the succcss of a 
single crop. Their malfunctioning can 
also be uaced to the unccrtaint>' of the 
major activity they support namely 
agriculture. Most of the evils with tlic 
cooperative movement is basct have 
been due to a too with the cooperative 
movement is beset have been due to a 
too rapid development of societies of 
all kinds, wi ihout a genuine base at the 
grass roots level. Even when public 
authorities are prepared to assist 
cooperatives to grow, their actual 
growth depends on iheirowTi capacity 
for planning, organisation and 
management of iheir own growth. The 
primary investigation on the viability 
of the F&V marketing society most of 
the farmers expressed that the Fresh 
F&Vcooperative in thcrcgion is viable 
and beneficial for them.
1. R x jjg o p * ] - : R u ral M it tc l in g  in In d ia ;

R en n u san cc , D e lh i 1989

2. O f l id a l  d o c a m o it o f  (he Fresh F & V
M arlce ting  C oope ra tive  S o d c ty , 1991.

3. C t t o f t  P T , M o h a n tn  J and R ija g o p a l;
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Rural Marketing : Some Emei^ing Patterns 

Dr. Rajagopal*

The marketing of rural products either rural to rural or rural to urban in developing 

countries like India is being performed under unstructured conditions and do not assume 

any organised functioning pattern. The status of rural marketing need to be understood 

in view of social dynamics and various economic and operational gaps therein. Thus, 

appropriate planning for rural products marketing in terms o f trade channels, 

infrastructure, technology and behavioural dimensions need greater emphasis for 

achieving better economic efficiency. However, prior to discussing the process of rural 

products marketing, it is essential to identify the existing gaps in the system. The 

product marketing in rural areas have various conflicts at primary and secondary levels.

Conditions at Primary Level

The primary level conflicts in marketing o f rural products are related with the 

characteristics o f economic environment and production. The lack o f effective 

coordination at local level with the available resources, production process and the 

outlets is often found responsible for unfavourable interactions of market forces. The 

following factors explain such conditions at primary level

(i) mis-match of consumer demand and product characteristics;

(ii) lack of quality and innovative concept;

(iii) absence of product recognition, packaging, branding and consumer awareness;

(iv) inadequate raw material, infrastructure, product promotional prospects;

(v) competitive threat, higher dependency on private trade channel and lack of 
adequate institution^ arrangements for production and marketing support.

*  Faculty, Institute of Rural Management, Anand - 388 001



Besides, the rural products are not competitive market oriented and they are sold in 

isolation. The products of their rural entrepreneurial firms (REFs) commonly emerge as 

a by product of their main occupation. As such, most o f the products o f REFs do not 

aptly match with the consumer demand and quality. It is one of the reasons, that REFs 

largely depend on the private traders who procure these products at comparably low 

price and market in dense transaction places taking higher degree of risk. Since the 

R E F s do hot have any choice o f channel in absence o f trade alternatives like 

cooperatives, the dependency on private trade channel is seen high. The innovative 

characteristic is also lacking in rural products as they use conventional techniques of 

production and face the threat of contemporary products with better quality, finish and 

designs in the market. Besides, there is no constant watch on the market trend by REFs 

to assess the existing demand and consumer perceptions towards their products to 

improve them. Many market research studies have shown that the lack of direct and 

proper exposure to the market and potential consumers as the major obstruction to the 

product mobility from rural to urban areas.

Rural Products and Targeted Market Segments

It has been observed in some rural marketing studies , that the rural products do not 

acquire considerable acceptance in the society due to their product characteristics to a 

large extent. However, the aesthetic value may exists in them but that ranks less in 

consumers' priority from the point of optimum usage. Besides, dynamic markets 

commonly accept innovatory products and draw more attraction of buyers. The lack of 

contemporary design and style o f product presentation in the market are another 

important aspects which determine the overall product recognition. There are short run 

and long run product recognition concepts in the markets, which are largely governed by 

the conceived perceptions, attitude and behaviour of the prevailing and existing buyers.



The Table I exhibits behavioural dimension of product recognition at different social 

hierarchies. The characteristics depicted in the Table explain that the product

Table I :Behavioural Diaensions of Product Recognition
in Social Hierarchy

Levels of 
Society

Behavioural 

Short run

Structure

Long run

Lower

Middle

High

Quantitative considerations, 
low price, easy access, 
substantial supply, instant 
consumption.

Innovative, change in packag­

ing, buying incentives, con­
sumable, attractive FAds, 
impulsive bargain.

Conspicuous taste, 
impressive FAds, 
ease in handling, easy 
accessible.

Quantitative and 
monetary gains over 
other competitive 
products.

Quality differentia­
tion, durability, re­
sale value, addi­
tional gains over 
existing products.

Aesthetic value, 
durability, status 
mark, resale value, 
rennovable.

recognition at the lower stratum of society takes into consideration the price and 

quantitative aspects of the product both in short and long run. The innovation in 

prevailing products or series of products with attractive fashion advertisements (FAds) 

and special bargain offers are the parameters to accept the products in the short run by 

the consumers of middle stratum of the society. However, in the long run the quality 

differentiation, durability, disposability and value component and other common 

advantages over the similar products are the parameters which guide the consumer's 

decision. There are different dimensions for accepting the product at the high stratum of 

the society. The price factor aff&ts less the buying decisions at this level. The factors 

related to conspicuous taste, aesthetic value, market presentation and durability account 

at higher levels of society. However most of the rural products are targeted at lower 

societal status of consumers and are positioned largely as products of low value for



money. There may be a few products which may provide high yalue for the price paid by 

rural consumers like transistors, TV sets, etc.

Limitations of Conventional Techniques
c .

By and large, risk is a behavioural factor. Though it can be .measured in terms of 

money, considerable human factor is involved in the form o f 'h u n ch '. It carries 

considerable value when combined with the statistical values. Theoretically, the 

following t^hniques are used to analyse the risk in business:

* standard deviation analysis
* probability
* simulation and model building
* liner programming
* queuing tfieory
* exponential forecasting and
*  decision tree analysis

However, the real life situation is somewhat different. The collective decisions and 

logistics on the qualitative parametres often lead to prolific results to avoid risk in 

business. More reliable method of risk assessment involves the use of judgment and the 

combined wisdom of experienced people - taking full account o f the available 

information. This method is known as 'Brainstorming' which make use of accumulated 

wisdom and experience of a homogeneous group of people. This method explore :

* what can go wrong in the business ?
* How will the market react to the strategy and
■“ what will be the reaction of th end users on the product ?

It is essential that the problems to be solved must be clearly stated and understood 

before any sensible decision can be made using the judgment based techniques like the 

discussed 'Brainstorming' method. The insurance companies which are most concerned 

with the risk assessment largely depend on the judgment based techniques on the quali­

tative parametres.



The rural markets are conventional and in developing economic conditions, which 

concentrated around marketing and product movement, face many threats. In fact a rural 

market is an assortment of different variables within the subsistence economic system 

from the point of view of grower-seller. They are not capital oriented and unable to shift 

their product designs at par with the urban markets.

Eknerging Pattern in Product Promotion

One of the important factors in marketing-mix is promotion, which determines the 

opportunities of marketing expansion in an competitive environment. There has been 

several methods of marketing promotion experimented time and again by the MNCs with 

different focus groups. The mass communication by placing advertisements to the 

consumers through the audio-visual media including print media has been the principal 

tool till recently. The advertisements launched through the mass media have a wide 

spatial reach but could not generate considerable influence on the consumers towards 

the message.

The most enigmatic development in the field of marketing of consumer products and 

durable is expanding consumerism in the rural areas. The concept of rural marketing has 

been well received by the multi-national companies (MNCs) to promote their product. 

The MNCs might not have visualised the rural marketing in the developing country in

the true sense of selling their products in the village - at grassroots, but not at the district
\

headquarter. However,v in general MNCs consider a district town as rural and justify the 

use of words like rural marketing. Indeed village markets called as haat o r  shandi are 

yet beyond their reach. The major component in putting such effort centrallised towards 

educating the rural consumers by emphasising the quality of life parametres. The MNCs 

have come forward to use the community platforms to publicise their merchandise in 

villages using the urban jife indices. On the contrary the marketing communication pat­

tern is changing from high cost media oriented advertising to low cost direct marketing



advertising in urban areas. Such approaches include Ifiessages delivered through the folk 

culture and entertainment in public. The two different strategies are observed as the 

prominent ways of brand positioning in rural and urban areas.

a) Going Rural -  Panchayats

The most powerful place in a village is its Panchayat which is not only a centre of sur­

face politics but also a patron of the society and its culture. Behaviorally, comparative 

lifestyle and quality of life attracts the human mind. The objective of rural marketing a 

MNC may have is to inculcate product awareness among the rural consumers in order to 

develop long term consumerism. However, some of the MNCs may use 'driving ap­

proaches' to reach rural consumers. A strategy devised by Optima (India) of Bangalore 

based MAA group, plans to take the help of village panchayats in selling the products of 

MNCs in rural areas [ The Economic Times, October 22, 1995]. The rural advertising 

media is commonly reflected on wall paintings, hoardings at the highways and cross­

roads and bus shelters. The media agency plans to seek approval o f the village 

panchayats in launching advertising campaigns on household level, festivals and fairs, 

social and cultural events like bullock cart race, etc. It is likely that panchayats may 

agree to such a proposal with a view to augmenting their revenue. The 73rd 

constitutional amendment has empowered panchayats to enhance their income by 

indigenous sources and develop rural markets. However, it is not very clear whether the 

panchayats should allow the MNCs to operate in rural markets or help in positioning the 

rural indigenous products manufactured by the small enterprise in urban markets or 

should it be empowered to adopt both the strategies at the same time.

It has also been a strategy under consideration to launch rural marketing campaigns by 

mail involving the Posts and Telegraph department in delivering the mail vis-a-vis 

collecting the orders. Since in India it is a conti'olled channel, unlike in United Kingdom



where Post-sh<^ are privatised, mail-marketing has a long way to go and especially in 

rujral areas where education need to be brought to minimum acceptable standards. 

However, Optima(India) Ltd in a strategic alliance with UK based CIA group -  the 

second largest advertising agency o f the world, draws plans to meet the advertising 

requirements of rural marketers (MNCs)on the above lines. Undoubtedly, success might 

come but it is not yet transparent.

b) Street Campaigns

Till date, high cost media advertising has been one of the tools of reaching out to an 

urban consumer. Many MNCs have attempted driving efforts in mass advertising with 

long run growth projections. However, increasing problems of time management of 

common public who bags the largest share of buyers, the media impact is gradually 

reducing for product promotion. Hence, the leisure time advertising has been introduced 

in thickly populated towns. Such efforts are more entertaining at low cost. The street 

play, snake charmer's show, the m adari (monkey and his master), folk dance and the 

like are such platforms which can be used as the open media for advertising. One of the 

MNCs, Peppsi Foods Ltd. had engaged a professional theatre group in Delhi during 

September 25-October 31 as a media of advertising for its products. The theatre group 

performed at 150 shopping centres over the period. The company had also used this 

media for brand positioning of its new product Lehar Namkeen. Such pattern of brand 

positioning and product advertising may be defined as direct marketing advertisement 

wherein the syndrome of" look, touch , feel and pick " can be changed. Incidentally, 

many MNCs are coining this doncept for brand positioning as compared to the mass 

advertisement. A report highlights that a large cosmetics company Revlon which had 

launched its products recently in the country converted a light commercial vehicle 

(Canter) into a colourful mobile and toured many educational institutions in the capital 

during October 18-23, 1995. However, in no sense, the mass advertisement is fading 

away but there is a growth of another concept of direct marketing advertising



simultaneously [Business World,January 10-23, 1996, pp 92-93]. The Phillips India and 

Usha International have shown more inclination towards the latter system and attempt to 

cut their expenditure on mass advertising.

c) Rural M otif for Mass Advertisements

Besides, the "down street" (central business location) performances, the changing 

scenario in advertising also includes intervention in the social and cultural affairs of 

public. This may be observed in sponsoring art exhibitions, theatres and cultural evening 

and the like by MNCs to promote their product. Some companies may also find suitable 

to weave their marketing strategy around specific events taking place. The dairy giant in 

the cooperative sector - AMUL, which is dedicated to rural people, always takes the 

welfare objectives to advertise its products taking the consumers close to the rural 

culture. However, to promote products through direct advertising, some more 

approaches may be thought of as under :

*  Puppet shows on the selected business objective,
*  Sponsoring inter-school tournaments
* Organising health clubs by the companies of interest
* Using welfare and development concepts in villages.

These methods may be helpful in launching direct advertising campaigns in rural areas as 

well as to position a brand across consumer segments.

Looking Ahead

To look ahead, it is required to aim the business targets high and attempt to reach closer 

to it by creative applications in marketing. The direct marketing advertising is a recent 

phenomena and has received significant response in the metros. However, moving to 

village markets and launching advertising through panchayats may not reveal any instant 

results but would certainly inculcate the brand percq)tions among the target group in the 

long run* The challenge at the grassroots is to penetrate brands through the conventions 

and habits o f rural consumers. It calls for a gradual socio-cultural transformation.
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Despite the above style of brand positioning, the mass advertising still occupies a high 

share in business advertising budgets. The present trend o f product promotion may set 

off the popular strategies of price-offs and cross-promotion. However, slow and steady 

wins the race.



S e l l i n g  i s  an a r t  l a r g e l y  a s s o c i a t e d  w i t h  t h e  b e h a v i o r a l  
s k i l l s  o f  t h e  s a l e  p e r s o n n e l  o f  a s a l e s  o r g a n i s a t i o n .  In  
r e c e n t  days s e l l i n g  i s  performed using  s c i e n t i f i c  methods of  
p r o d u c t  p r e s e n t a t i o n ' )  a d v e r t i s i n g  and v a r i o u s  a p p r o a c h e s  
drawn t o  ta k e  t h e  consumer i n t o  c o n f i d e n c e .  The e f f i c i e n c y  of  
s a l e s  depends on t h e  type  of  s a l e s  person and t h e  te ch n iq u e s  
u t i l i s e d  in s e l l i n g  goods o r  s e r v i c e s .  The consumers a r e  th e  
d e c i s i o n  makers in  buying th e  goods and s e r v i c e s  proposed f o r  
s a l e s  and hence p la y  th e  key r o l e  the  p r o c e s s  o f  s a l e s .  There  
a r e  f o u r  d i s t i n g u i s h e d  c a t e g o r i e s  o f  s a l e s  which i n c l u d e  
e v e ry  type  o f  s a l e s  p o s i t i o n .  These t y p e s  o f  s e l l i n g  a r e  ;

* c o n s u l t a t i v e  s a l e s ,
* t e c h n i c a l  s a l e s ,
* commercial  s a l e s ,  and
* d i r e c t  s a l e s

These s e l l i n g  c a t e g o r i e s  r e q u i r e  s p e c i f i c  management approach  
f o r  c o n d u c t i n g  t h e  t a s k  in  t h e  m a r k e t .  The d e t a i l s  o f  
management app roach es  a r e  d iscu sse d  in t h e  f o r e g o in g  t e x t .

C o n s u l t a t i v e  S a l e s

C o n s u l t a t i v e  s a l e s  may be d e f in e d  as  an a p p ro a c h  o f  s e l l i n g  
s p e c i f i c  goods o r  s e r v i c e s  t o  th e  t e c h n i c a l  o r g a n i s a t i o n s .  
The c o n s u l t a t i v e  t y p e  companies keep t h e  a c c o u n t  o f  t h e i r  
c l i e n t s  and a s s i g n  t h e  s a l e s f o r c e  t o  a t t e n d  on t h e  s p e c i f i c  
c l i e n t  a c c o u n t s .  Examples o f  com puter  s y s t e m s  management,  
s t r u c t u r a l  p lan ning  of  f a c t o r i e s ,  human x e s o u r c e  management, 
c a p i t a l  m arket  s e r v i c e s  and th e  l i k e  may be l i s t e d  in  t h e  
c a t e g o r y  o f  c o n s u l t a t i v e  s a l e s .  S in ce  p e r f o r m in g  s a l e s  f o r  
t h e  goods and s e r v i c e s  o f  t h i s  c a t e g o r y  a r e  o f  high s k i l l s ,  
t h e y  r e q u i r e  l o w - k e y ,  l o w - p r e s s u r e  a p p r o a c h  f o r  t h e  s a l e  
p e r s o n n e l .  I t  r e q u i r e s  c o m p r e h e n s iv e  k n o w le d g e  o f  t h e  
p r o d u c t  o r  s e r v i c e s  and t h e  u s e r  o r i e n t a t i o n .  A s u c c e s s f u l  
s a l e s p e r s o n  i n  t h i s  f i e l d  o f  s a l e s  n e e d  t o  h a v e  s t r o n g  
c o n f id e n c e  and an e x p e r ie n c e  o f  few l a r g e  s u c c e s s e s  achieved  
p e r i o d i c a l l y .  Of a l l  s a l e s  t y p e s ,  t h e  c o n s u l t a t i v e  s a l e s  i s  
p r o b a b l y  t h e  m o s t  p r o f e s s i o n a l  a n d  d e m a n d s  h i g h e s t  
c o m p e n s a t i o n  f o r  t h e  s k i l l s  and  a b i l i t i e s  o f  t h e  
s a l e s p e r s o n s .

T e c h n i c a l  S a l e s

The p r o d u c t  k n o w l e d g e ,  i t s  a p p l i c a t i o n ,  r e l e v a n c e  t o  
contemporary te c h n o lo g y  development and s a l e s  s k i l l s  a r e  the  
e s s e n t i a l  c h a r a c t e r i s t i c s  need  t o  be  p r e s e n t  i n  t h e  
s a l e s p e o p l e  e n g a g e d  i n  s a l e s  o f  g o o d s  and s e r v i c e s  o f  
t e c h n i c a l  p r o d u c t s .  The dominant i n d u s t r i e s  in  t h i s  f i e l d  a r e  
e l e c t r o n i c s ,  e n g i n e e r i n g  p r o d u c ts  o f  a l l  b r a n c h e s ,  m e d ica l  
equipments and t h e  l i k e .  The buying i n f l u e n c e  i s  g e n e r a l l y  
drawn from a p r o f e s s i o n a l  manager. The p e r s o n a l  s a l e s  in t h i s  
c a t e g o r y  i s  l i m i t e d  h o w e v e r ,  o r g a n i s a t i o n a l  s a l e s  o f

* D r .  Rajagopal# F a c u l t y  Member, I n s t i t u t e  o f  R ural  Management, 
Anand.

S a l e s  M a n a g e m e n t ,  R e t a i l i n g  a n d  W h o l e s a l i n g  '



t e c h n i c a l  g o o d s  and s e r v i c e s  a r e  h i g h e r  a s  c o m p a re d  t o  
p e r s o n a l  s a l e s .  The com pensation  t o  t h e  s a l e s f o r c e  o f  t h i s  
c a t e g o r y  i s  o f t e n  l i n k e d  w i t h  p e r f o r m a n c e  b e s i d e s  a low  
s a l a r y .

Commercial Sales and Direct Sales
A l a r g e  s a l e s f o r c e  i s  e n g a g e d  i n  t h e  p e r f o r m i n g  t h e  
com m ercial  s a l e s  o f  goods and s e r v i c e s  of  consumption n a t u r e .  
These s a l e s  a r e  v e ry  much i n d i v i d u a l  consumer o r i e n t e d .  The 
s a l e s  p e r s o n n e l  o p e r a t e  a s  s a l e s  r e p r e s e n t a t i v e s  o f  t h e  
company o r  a s  f a c i l i t a t o r s  of  an in -hou se  r e t a i l  s t o r e s .  The 
m ajo r  t a s k  o f  th e  s a l e s  r e p r e s e n t a t i v e s  w i l l  be t o  c o l l e c t  
o r d e r s  from t h e  consumers o r  o r g a n i s a t i o n s .  In perform ing t h e  
d i r e c t  s a l e s  t h e  r e p r e s e n t a t i v e s  a t t e m p t s  t o  g e n e r a t e  an 
e m o t i o n a l  a p p e a l  and m o t i v a t e  t h e  b u y e r .  I t  h a s  b e e n  
o bserved  t h a t  th e  tu rn o v e r  r a t e  in  t h e  d i r e c t  s a l e s  i s  h ig h e r  
a s  com pared t o  o t h e r  t h r e e  c a t e g o r i e s  o f  s a l e s .  The s a l e s  
p e r s o n a l  engaged in  d i r e c t  s a l e s  r e q u i r e - s t r o n g  p e r s u a s i v e  
a b i l i t y  and s k i l l s  t o  i d e n t i f y  a p r o s p e c t ' s  buying m o t iv e s .  
The d i r e c t  s a l e s p e o p le  r e c e i v e  t h e  compensation in  term s o f  
commission on th e  volume of  s a l e s .

O rg a n is in g  S a l e s f o r c e

S a l e s f o r c e  c a n  be o r g a n i s e d  in  many ways s u b j e c t  t o  t h e  
p r o d u c t  t y p e ,  c o v e r a g e  and b u y e rs  p r o s p e c t s .  The d i f f e r e n t  
ways o f  o r g a n i s i n g  th e  s a l e s  f o r c e  i s  s t a t e d  as  below:

* r e g io n  based s a l e s f o r c e  ( t e r r i t o r i a l )
* product  based
* market based

The r e g i o n  based s a l e s f o r c e s  may be o r g a n is e d  f o r  v e r t i c a l  
and h o r i z o n t a l  c o v erag e  o f  d i f f e r e n t  a r e a s  spread a c r o s s  th e  
o p e r a t i o n a l  a r e a .  The v e r t i c a l  h i e r a r c h y  of  s a l e s f o r c e  may be 
c e n t r a l  l e v e l ,  z o n a l  l e v e l ,  a r e a  l e v e l  and down t o  t h e  
m a r k e t s  l o c a t e d  in  v a r i o u s  to w n s .  The h o r i z o n t a l  a r e a  o f  
o p e r a t i o n  may be i n  a g i v e n  a r e a  a c r o s s  t h e  t o w n s  o r  
v i l l a g e s .  The s i z e  o f  t h e  s a l e s f o r c e  d e p e n d s  on t h e  
g e o g r a p h i c a l  sp read ,  volume of  s a l e s  and d e n s i ty  o f  b u y e rs .

The p r o d u c t  b a s e d  s a l e s f o r c e  a r e  g e n e r a l l y  b e l o n g  t o  a 
company and f u n c t i o n  a s  a team t o  promote t h e  s a l e s  o f  t h e  
p r o d u c t  i n  t h e  g i v e n  a r e a .  E xam ple  may be c i t e d  o f  any  
a u t o m o b i l e  company. The s a l e s f o r c e  need t o  be d i s t i n c t l y  
o r g a n i s e d  f o r  t h e  p r o d u c t  i n  t u n e  t o  t h e  f u n c t i o n a l  
r e q u i r e m e n t s  o f  t h e  m a r k e t .  E xam ple  may be c i t e d  o f  t h e  
s e r v i c e  m arketing  f o r  t h e  computer i n d u s t r i e s  p ro d u ct  in t h e  
m ark et .  To market such s e r v i c e  a group of  p r o f e s s i o n a l  s a l e s  
and s e r v i c e '  e n g in e e rs  a r e  r e q u ir e d  t o  boost-up t h e  market  o f  
p r i n c i p l e  p r o d u c t  a s  w e l l  t h e  s e r v i c e  p a c k a g e s  o f  t h e  
a n c i l l a r y  u n i t .  The major s t e p s  f o r  e f f e c t i v e  s e l l i n g  in  any 
c a t e g o r y  o f  s a l e s  o r g a n i s a t i o n  a r e  l i s t e d  as  below :

P r o s p e c t i n g  and q u a l i f y i n g  : C o l l e c t i n g  b a s i c
i n f o r m a t i o n  a b o u t  c o n s u m e r s ,  r e f e r e n c e s ,  j o i n i n g  
p r o s p e c t ' s  o r g a n i s a t i o n ,  i n i t i a t i n g  communication.



N e g o t i a t i o n  : About th e  o r d e r s ,  d e l i v e r y ,  p r e  and p o s t  
s a l e s  s e r v i c e ,  o r g a n i s a t i o n a l  b e n e f i t s  and t h e  l i k e .  ‘

Approach ; The s a l e s  package

P r e s e n t a t i o n  and Demonstration : C onvincing t h e  buyer.

Problem s o l v i n g  : Resolving  c o n f l i c t s  p e r t a i n i n g  t o  a l l  
Ps and As.

D e l iv e r in g  : C losin g  th e  d e a l  by s a t i s f y i n g  t h e  consum­
e r .

Follow -u p : P o s t - s a l e s  s e r v i c e  and m a i n t a i n i n g  r e l a ­
t i o n s h i p .

R e t a i l i n g

R e t a i l i n g  i s  a s e t  o f  a c t i v i t i e s  p e r f o r m e d  in  s e l l i n g  t h e  
goods an s e r v i c e s  d i r e c t l y  t o  t h e  end u s e r s .  The goods and 
s e r v i c e s  s o ld  t o  t h e  consumers a r e  meant f o r  t h e i r  p e r s o n a l  
use  and n o t  f o r  r e s a l e  o r  b u s i n e s s  a c t i v i t y .  R e t a i l i n g  t h e  
l a s t  a c t i v i t y  conducted in th e  ch ain  o f  p r o d u c t  d i s t r i b u t i o n  
down t o  t h e  co nsum ers .  In p r i n c i p l e  r e t a i l i n g  i s  a b u s i n e s s  
a c t i v i t y  which in v o l v e s  s a l e s  of  goods and s e r v i c e s  t o  l a r g e  
number of  consumers spread in a l a r g e  a r e a .  The r e t a i l e r  or  
a r e t a i l  s t o r e  i s  a l i k e  any bu si i tess  e n t r e p r i s e  whose s a l e s  
volume comes p r i m a r i l y  from r e t a i l i n g .  T h e re  a r e  d i f f e r e n t  
forms of  r e t a i l i n g .  Many of th e  forms keep emerging a c c o r d in g  
t o  t h e  convenience  of  th e  buyers  and r e t a i l e r s .

In  l a r g e  towns r e t a i l i n g  i s  o r g a n is e d  and m o s t l y  perform ed  
through s t o r e s  and a u to m a tic  vending machines!  However in th e  
r u r a l  a r e a s  th e  r e t a i l i n g  of  goods and s e r v i c e s  a r e  conducted  
t h r o u g h  a t r a d i t i o n a l  p a t t e r n  by d i s p l a y i n g  t h e  goods in  
m ob ile  vans , c a r t s  and on f o o t p a t h s .  F o r  u n d e r s t a n d i n g  t h e  
t y p e s  o f  r e t a i l e r s  and t h e i r  f u n c t i o n s  , we c a n  b r o a d l y  
c l a s s i f y  t h e  r e t a i l i n g  network i n t o  two b ro a d  c a t e g o r i e s  -
( i )  s t o r e  r e t a i l i n g  and ( i i )  non s t o r e  r e t a i l i n g .  A l i k e  
growth c y c l e  o f  b u s i n e s s  f i r m s  t h e  r e t a i l i n g  a c t i v i t y  a l s o  
p a s s e s  through t h e  s t a g e s  of  embryonic, grow th,  m a t u r i t y  and 
d e c l i n e .  A r e t a i l  s t o r e  o b s e r v e s  t h e  p e r i o d  o f  a c c e l e r a t e d  
g ro w th ,  r e a c h e s  t h e  s t a g e  o f  m a t u r i t y  and s t a r t  d e c l i n i n g .  
I t  h a s  been o b s e rv e d  t h a t  t h e  r e t a i l  s t o r e  o f  o l d e r  f a s h i o n  
took more than f i v e  decades t o  re a ch  th e  s t a g e  o f  m a t u r i t y  in  
term s o f  volume o f  s a l e s ,  coverage  of  consumers and expansion  
o f  c h a i n  o f  r e t a i l  s t o r e s .  However, in  t h e  modern e r a  t h e  
s t o r e  r e t a i l  t y p e s  r e a c h  t h e i r  m a t u r i t y  v e r y  f a s ' t  due t h e  
o r g a n i s e d  r e t a i l i n g  management.  Some o f  t h e  m a j o r  s t o r e  
r e t a i l e r s  a r e  b r i e f l y  d e s c r ib e d  here  :

* department s t o r e
* e x c l u s i v e  r e t a i l  s t o r e  o r  s p e c i a l i t y  s t o r e
* super m arkets

, * convenience s t o r e
* s u p e r s t o r e ,  hyper markets
* d is co u n t  s t o r e
* n o n - f r a n c h i s e  o r  c a t a l o g  s t o r e



Department Store
A d e p a r t m e n t  s t o r e s  o f f e r s  w ide  r a n g e  o f  p r o d u c t s  i n  an  
o r g a n is e d  fa sh io n  and a r e  e a s i l y  a c c e s s i b l e  t o  t h e  consum ers.  
The p r o d u c t  l i n e  o f  t h e  d e p a rtm e n t  s t o r e s  a r e  s u b s t a n t i a l l y  
l o n g .  The department s t o r e s  provided b e t t e r  a m e n i t i e s  t o  th e  
consumers f o r  shopping by developing adequate  i n f r a s t r u c t u r e  
f o r  p a r k i n g ,  l e i s u r e  and h o b b i e s ,  t h e  d e p a rtm e n t  s t o r e  f a c e  
c l o s e  c o m p e t i t i o n  from t h e  d i s c o u n t  s h o p s  and dow n-tow n  
r e t a i l e r s  o f  p o o r  q u a l i t y  g o o d s .  The d e p a r t m e n t  s t o r e s  
p r o v id e  cohsumer s e r v i c e s  o f  honoring th e  p ro d u ct  g u a r a n t e e ,  
w a r r a n t y ,  p o s t  s a l e  s e r v i c e s  and l a t e s t  t e c h n i c a l  
i n f o r m a t i o n .  Th& department s t o r e s  a l s o  o r g a n i s e  e d u c a t i o n a l  
programmes f o r  .tj^e b e n e f i t  o f  consumer on t h e  v a r i o u s  a s p e c t s  
o f  p ro d u ct  usBj^hd r e l a t e d  m a t t e r s .

E x c l u s i v e  R e t a i l  S t o r e s

E x c l u s i v e  o r  s p e c i a l i t y  r e t a i l  s t o r e s  a r e  u n l ik e  departm ent  
s t o r e s  and do not c a r r y  a long product  l i n e .  These s t o r e s  a r e  
narrow  in  p r o d u c t  l i n e  and l a r g e l y  c o n f in e d  t o  t h e  p r o d u c t  
l i n e  o f  a s p e c i f i c  c o m p a n y .  Thus t h e y  p r e s e n t  a d e e p  
a s s o r t m e n t  w i th in  t h a t  p r o d u c t  l i n e .  Examples can  be drawn 
from many consumer goods companies promoting e x c l u s i v e  r e t a i l  
s t o r e s  l i k e  P h i l l i p s  f o r  a r a n g e  o f  e l e c t r i c a l ,  a u d i o  and 
v i d e o  h o u se h o ld  g a d g e t s ;  Raymond's  f o r  t e x t i l e s ;  B a t a  f o r  
s h o e s  and l e a t h e r  goods and so  on. The e x c l u s i v e  s t o r e s  can  
a l s o  be f u r t h e r  c l a s s i f i e d  w ith  narrow d i s t i n c t i o n  a s  s t a t e d  
below : .

* S in g le  l i n e  s t o r e s
* Lim ited l i n e  s t o r e s
* Super s p e c i a l i t y  s t o r e s

The s i n g l e  l i n e  s t o r e s  may be i d e n t i f i e d  a s  t h e  r e t a i l  s t o r e s  
s e l l i n g  o n l y  one p r o d u c t  l i k e  t e x t i l e s .  The l i m i t e d  l i n e  
s t o r e s  may be d e f i n e d  a s  t h e  s h o p s  h a v i n g  m i c r o  
s p e c i a l i s a t i o n  based on t h e  goods and s e r v i c e s ,  g e n d e r  and 
age  l i k e  e x c l u s i v e  Men's Wear r e t a i l  s t o r e s .  Kids Shoppe f o r  
g a rm e n ts  e t c .  The r e t a i l  s t o r e s  engaged in  s e l l i n g  p r o d u c t s  
s c i e n t i f i c a l l y  d e s i g n e d  f o r  a p a r t i c u l a r  p u r p o s e  may be  
c a t a g o r i s e d  a s  s u p e r  s p e c i a l i t y  s t o r e s  e . g .  s u r g i c a l  
e q u i p m e n t s  s t o r e s ,  s p o r t s  a c c e s s o r i e s ,  f a s h i o n  g a r m e n t s  
s t o r e s  and th e  l i k e .  The c l a s s i f i c a t i o n  o f  r e t a i l  s t o r e s  and 
t h e i r  f u n c t i o n s  may be w e l l  u n d e r s t o o d  t h r o u g h  t h e  r e t a i l  
p o s i t i o n  map plot^ted in~diagram 4 . 1 .



Broad

Pro d u ct
l i n e

Narrow

Department
s t o r e s

E x c l u s i v e
s t o r e s

Supermarkets

Low p r i c e d  
r e t a i l  s t o r e s

High-
P r i c i n g  & Value A ddition

-Low

Diagram 4 . 1  C a t e g o r i c a l  Map o f  R e t a i l  S t o r e s  

Super Markets

The super  m arkets  a r e  a l s o  a type  o f  o r g a n is e d  r e t a i l  s t o r e s  
which handle r e l a t i v e l y  l a r g e  volume o f  goods and s e r v i c e s  a t  
low c o s t  -  high margin p r i n c i p l e  o f  r e t a i l i n g .  The consumers  
a r e  p r o v id e d  f r a n c h i s e  in  t h e  su per  m a r k e ts  and a r e  l a r g e l y  
o r g a n is e d  a s  s e l f - s e r v i c e  o u t l e t s .  The su p er  m arkets  e x h i b i t  
a long r a n g e  o f  p r o d u c t  l i n e  o f  v a r i o u s  consumer needs l i k e  
g r o c e r y ,  household a p p l ia n c e s ,  e n t e r t a i n m e n t ,  t o y s ,  garments  
e t c .  I t  ha been observed t h a t  super m ark ets  e a rn  an o p e r a t i n g  
p r o f i t  o f  1-2% on t h e i r  s a l e s  and 10-15% on t h e i r  n e t  woirth. 
The super m arkets  a l s o  provide  consumer co n v e n ie n c e s  l i k e  in  
shop e n t e r t a i n m e n t ,  p a n t r y ,  home d e l i v e r y  s e r v i c e ,  o p in io n  
su rvey  and consumer e d u c a t io n .  The super  m arkets  have ch a in  
r e t a i l i n g  in many c o u n t r i e s  l i k e  Woolworth in  UK and Europe.

There  i s  a m a rg in a l  d i f f e r e n c e  between t h e  s u p e r  s t o r e s  and 
h y p e r - s t o r e s .  The l a t t e r  c a t e g o r y  o f  s t o r e s  o p e r a t e s  a t  a 
l a r g e r  a r e a ( a p p ro x im a te ly  1 -2  lakh s q u a r e  f e e t )  w ith  wide 
r a n g e  o f  p r o d u c t s .  These m a rk e ts  h a v e  c o m b i n a t i o n  o f  a l l  
r e t a i l  f u n c t i o n s  l i k e  c r e d i t  s e r v i c e s ,  d i s c o u n t s ,  f i n a n c e  and 
r e l a t e d  s e r v i c e s .  The b a s i c  a p p r o a c h  o f  h y p e r - s t o r e s  i s  
e x h i b i t i n g  a wide range of  a s s o r t e d  p r o d u c t s  f o r  a l l  ty p e  of  
consumers and d i s p l a y i n g  them in  b u lk .  The p r o d u c t  h a n d l in g  
c o s t s  in  such s t o r e s  would be minimum and th e y  a l s o  f u n c t i o n  
as  s o l e  d i s t r i b u t o r s  t o  th e  convenience  s t o r e s .

Convenience S t o t e s

T h ese  s t o r e s  a r e  o f  s m a l l  r e t a i l  o u t l e t s  l o c a t e d  n e a r  t h e  
r e s i d e n t i a l  a r e a s  f o r  t h e  c o n v e n ie n c e  o f  t h e  c o n s u m e rs . They 
a r e  open f o r  lo n g  h o u r s  f o r  a l l  t h r o u g h  t h e  w eek.  T h e s e  
c a t e g o r y  o f  s t o r e s  c a r r y  l i m i t e d  l i n e  o f  consumer p r o d u c t s .  
The co nvenience  s t o r e s  o p e r a te  a t  high t u r n o v e r  and r e l a t i v e  
h i g h e r  p r o f i t  b a s i s  a s  compared t o  any o f  t h e  o t h e r  r e t a i l  
s t o r e s .  The consum ers  seem t o  be w i l l i n g  t o  pay a h i g h e r  
p r i c e  t o  t h e  r e t a i l e r s  f o r  t h e  c o n v e n ie n c e  p r o v id e d  t o  them 
a t  t h e i r  door s t e p s .



Discount Stores
I n  p r i n c i p l e  a d i s c o u n t  s t o r e  s h o u l d  s e l l  a l l  t y p e s  o f  
m e rc h a n d is e  o f f e r i n g  l a r g e l y  re p u te d  b ra n d s  a t  lower p r i c e s  
b u t  n o t  i n f e r i o r  g o o d s .  In  t h e  r e c e n t  d a y s  some o f  t h e  
c o n s u m e r  p r o d u c t s  m a n u f a c t u r i n g  c o m p a n i e s  own d i s c o u n t  
r e t a i l  s t o r e s  t o  s e l l  t h e i r  s e c o n d  g r a d e  p r o d u c t s  a s  
e a r m a r k e d  by t h e i r  q u a l i t y  c o n t r o l  d i v i s i o n .  Hence t h e  
d i s c o u n t  r e t a i l  s t o r e s  have moved from g e n e r a l  s t o r e s  down t o  
s p e c i a l i t y  merchandise  s t o r e s  such a s  d i s c o u n t  s p o r t i n g  goods  
s t o r e s ,  garm ents ,  sh oes ,  e l e c t r o n i c ,  books and t h e  l i k e .

C a t a lo g  Showroom

The c a t a l o g  s t o r e s  i s  a new g e n e r a t i o n  s u p e r  s t o r e s  which  
d e a l  w i th  v a r i e t y  o f  goods and s e r v i c e s  o f  wide r a n g e .  Such 
s t o r e s  c o n d u c t  r e t a i l i n g  o p e r a t i o n  o f  a l l  t y p e s  o f  goods  
i n c l u d i n g  i n t e r i o r s ,  c o n s t r u c t i o n  m a t e r i a l ,  m e c h a n i c a l  
g a d g e t s ,  e l e c t r o n i c s ,  and many more.  The co n s u m e rs  buying  
go o ds  from c a t a l o g  shops have t o  i n d e n t  f o r  t h e  s p e c i f i c  
goods a s  per  t h e  inventory  s p e c i f i c a t i o n  in  t h e  c a t a l o g .  The 
consum ers w a i t  in  t h e  d e s ig n a te d  p l a c e  f o r  t h e  d e l i v e r y  o f  
goods and some t im e th e  s t o r e s  a r ra n g e  home d e l i v e r y  o f  heavy  
p r o d u c t s .  The c a t a l o g  s t o r e s  provide  a r e t u r n  f a c i l i t y  t o  th e  
consumers w ith in  a s t i p u l a t e d  p e r io d .  The
goods can  be r e t u r n e d  t o  t h e  s t o r e s  w i t h o u t  any r e a s o n s  i f  
t h e  consumers a r e  n o t  s a t i s f i e d .

N o n -s to r e  R e t a i l i n g

B e s id e s  t h e  on s t o r e  r e t a i l i n g ,  th e  d i r e c t  s e l l i n g  approaches  
h a v e  been  e m erg ed  in  r e c e n t  p a s t  a s  an e f f e c t i v e  s a l e s  
i n s t r u m e n t .  The d i r e c t  s e l l i n g  i s  one o f  t h e  p o p u la r  non­
s t o r e  r e t a i l i n g  a c t i v i t y ,  l a r g e l y  f o r  t h e  consumer goods.  The 
s a l e s  r e p r e s e n t a t i v e s  of  th e  c o m p a n y /d i s t r ib u t o r  c a n v a s s  t h e  
p r o d u c t  on d o o r  t o  door b a s i s  and c o n t r i b u t e  in  augmenting  
t h e  s a l e s .  The a u to m a tic  vending machines f o r  s e l l i n g  some of  
consumer p r o d u c t s  l i k e  c h i l l e d  beverages  e t c  a r e  a l s o  o f  non­
s t o r e  r e t a i l i n g  approaches .  The s p e c i f i c  n o n - s t o r e  r e t a i l i n g  
t y p e s  a r e  a s  under:

* D i r e c t  Marketing
* A utom atic  Vending Machines
* B u sin e s s  by Mail Order
* Tele-shopp_ing or  Net-shopping
* Mobile R e t a i l i n g

The m u l t i - l e v e l  r e t a i l i n g  s t o r e s ,  c h a i n - r e t a i l i n g  s t o r e s  , 
c o o p e r a t i v e s  network and merchandise co n g lo m e ra te  a r e  t h e  new 
forms o f  r e t a i l i n g  emerged in r e c e n t  p a s t .

D e c is io n  Making in  R e t a i l i n g

R e t a i l i n g  i s  c o n s id e re d  as  one of  s c i e n t i f i c  g r a s s r o o t s  l e v e l  
s e l l i n g  a p p r o a c h e s  in th e  modern e r a .  Hence,  a r e t a i l e - r  has  
t o  make r i g h t  d e c i s i o n  a t  r i g h t  t im e t o  promote h i s  r e t a i l  
b u s i n e s s .  The s p e c i f i c  a r e a s  which n e e d s  t o  be p l a n n e d  
p r o p e r l y  a r e  ( i )  c h o i c e  of  p l a c e  ( i i )  c h o i c e  o f  p r o d u c t s  -  
a s s o r t e d  o r  e x c l u s i v e  ( i i i )  p r i c e  l e v e l  ( i v )  t o o l s  o f



r e t a i l i n g  and (v)  consumer s e r v i c e s .  The d e c i s i o n  r e g a r d i n g  
t h e  c h o i c e  o f  p l a c e  and p r o d u c t s  a r e  i n t e r - r e l a t e d  e . g .  in  
t h e  h ig h  income l o c a l i t y  a r e t a i l e r  s h o u l d  p l a n  f o r  h ig h  
p r i c e  a s s o r t e d  p r o d u c t  s t o r e s  v i s - a - v i s  in  low income  
consumer l o c a l i t y .

•
T o o ls  o f  R e t a i l i n g

R e t a i l i n g  i s  an a r t .  The r e t a i l  s t o r e s  v i t a l  r o l e  in p ro d u ct  
promotion a s  t h e y  a r e  d i r e c t l y  a s s o c i a t e d  w ith  th e  consumers.  
A s u c c e s s f u l  r e t a i l e r  t r i e s  t o  g e t  t h e  consumers involved in  
t h e  t r a d e  by p r o v id in g  good r e c e p t i o n ,  f a c i l i t i e s  and r e s p e c t  
t o  them. However, a r e t a i l e r  fo l lo w s v a r i e t y  o f  approaches t o  
make h i s  r e t a i l i n g  a s u c c e s s .  Some o f  t h e  t o o l s  used by t h e  
r e t a i l e r s  f o r  promoting t h e i r  b u sin e ss  a r e  l i s t e d  a s  below:

( i )  r e t a i l e r s  d e a l i n g  with s i m i l a r  p r o d u c t s  form an a s s o c i ­
a t i o n  t o  c a r r y  j o i n t l y  t h e  p ro m o tio n  a c t i v i t i e s  l i k e  
a d v e r t i s i n g ,  p r i c i n g  and o t h e r  r e l a t e d  m a t t e r s ;

( i i )  r e t a i l e r s  do p r e t i c k e t i n g  by p l a c i n g  p r i c e  t a g s  on th e  
p r o d u c t s  i n d i c a t i n g  a l l  r e q u i r e d  i n f o r m a t i o n  o f  t h e  
pro d u ct  l i k e ,  d a t e  of  m anu factu r in g ,  s i z e ,  volume, name 
of  th e  m a n u fa c tu r e r ,  d a te  of  e x p i r y ,  p r o d u c t  code of  
m a n u fa ctu re r  a s  w ell  as  r e t a i l e r  f o r  any c o m p la in ts  or  
r e o r d e r i n g ;

( i i i )  r e t a i l e r  a l s o  help  th e  consumers in  r e - i n d e n t i n g  t h e  
p r o d u c t s  by s e n d i n g  them r e m i n d e r s  and c a t a l o g  o f  
p r o d u c t s ;

( i v )  r e t a i l e r s  a l s o  i n t r o d u c e  d u r i n g  t h e  p e a k  s e a s o n s  
s p e c i a l  p r i c e s  f o r  storew ide prom otion ;

(v) c o n s u m e r s  e n j o y  t h e  p r i v i l e g e  o f  r e t u r n i n g  o r  
exchanging t h e  damaged goods with paying any a d d i t i o n a l  
p r i c e ;  and

( v i )  d i s t r i b u t o r s  and company r e p r e s e n t a t i v e s  g e t  t h e  
s p o n s o r s h i p  o f  r e t a i l e r  f o r  d e m o n s t r a t i n g  t h e i r  
p r o d u c ts  ' in  t h e  s t o r e s .

B e s i d e s  t h e s e  s e r v i c e s  t h e  r e t a i l  s t o r e s  p r o v i d e  many p r e -  
and p o s t  p u r c h a s e  s e r v i c e s  t o  s a t i s f y  t h e  c o n s u m e r s .  The 
p r e - p u r c h a s e  s e r v i c e s  i n c l u d e ,  a c c e p t i n g  o r d e r  on t e le p h o n e  
and by m a i l ,  i n - s t o r e  and o u t s i d e  t h e  s t o r e  a d v e r t i s i n g ,  
i n t e r i o r  and window d i s p l a y ,  consumer c o n v e n i e n c e s ,  f i t t i n g  
rooms, shopping h o u rs ,  organsing  consumer e n t e r t a i n m e n t  l i k e  
i n t e g r a t e d  c a b l e  TV, f a s h i o n  shows, r e c i p e  c o n t e s t ,  baby  
shows e t c .  The r e t a i l e r s  p r o v i d e  s e l e c t e d  p o s t  p u r c h a s e  
s e r v i c e s  t o  t h e  consum ers  such a s  home d e l i v e r y  o f  g o o d s ,  
g i f t  p a c k a g i n g ,  r e t u r n s  and e x c h a n g e s ,  t a i l o r i n g ,  i n s t a l l a ­
t i o n s ,  d e m o n s t r a t i o n s ,  a c c e p t i n g  c r e d i t  t r a n s a c t i o n s  and 
c h e q u e s .  In a d d i t i o n  t o  t h e  l i s t e d  s e r v i c e s  l a r g e  and c h a in  
r e t a i l  s t o r e s  p r o v i d e  l e i s u r e  and g e n e r a l  a m e n i t i e s  t o  t h e  
co n s u m e rs  l i k e  r e s t  rooms f o r  c o n s u m e r s ,  baby s i t t i n g s ,  
r e s t a u r a n t s  e t c .



Wholesaling
Wholesaling is an activity which supplies goods and services 
to the agencies for reselling. In other words wholesaling 
includes all such activities involved in selling the goods 
and services to the retailers or any intermediate channel 
between consumer and wholesaler. They perform key functions 
in selling the goods and services to the retailers. The major 
functions of wholesalers are as listed below :

s a l e s  and product  promotion
co u n sel in g  r e t a i l e r s  f o r  a sso r tm e n t  b u i ld in g
bulk breaking and small  packaging
t r a n s p o r t a t i o n
warehousing
f in a n cin g
r i s k  bearing  and
providing market in fo rm a tio n .

The w h o l e s a l e r s  on one hand supply f i n i s h e d  goods and s e r v ­
i c e s  t o  t h e  r e t a i l e r s  and on t h e  o t h e r  a l s o  engage them­
s e l v e s  in p ro c u r in g  raw pro d u cts  f o r  p r o c e s s o r s .  Thus i t  can  
be s t a t e d  t h a t  a l a r g e  c a t e g o r y  o f  w h o l e s a l e r s  p l a y  d u a l  
r o l e  in  procurem ent  and d i s t r i b u t i o n .  The v a r i o u s  t y p e s  of  
w h o l e s a l e r s  may be c l a s s i f i e d  as  under :

* e x c l u s i v e  w holesale  d i s t r i b u t o r s
* wholesale  procurement and d i s t r i b u t o r s
* i n d u s t r i a l  d i s t r i b u t o r s
* m a i l -o r d e r  w h o le s a le r s
* commission a g e n ts

The r o l e  o f  w h o le s a le rs  in procurement and p h y s i c a l  d i s t r i ­
b u t io n  i s  e x h i b i t e d  in Diagram 4 . 2 .

-Procurement

—Raw material^-----P r o c e s s o r -
WHOLESALER-

manufactured goods

—P h y s i c a l  D i s t r i b u t i o n - ---- - R e t a i l e r

Diagram 4 . 2  Role o f  w h o le s a le r s

I t  h a s  been observed t h a t  most o f  t h e  w h o l e s a l e r s  u s e  t h e i r  
p r o p r i e t a r y  brands t o  g e t  r e c o g n i t i o n  o f  t h e  r e t a i l e r s  f o r  
t h e  goods and s e r v i c e s  provided by them. In th e  modern days  
t h e  w h o l e s a l e r s  provide v alu e  added s e r v i c e s  t o  t h e i r  c l i e n t s  
such a s  u p - d a t e d  market i n f o r m a t i o n ,  c o m p u te r is e d  i n d e n t i n g  
and b i l l i n g ,  and f o r w a r d  and b a c k w a r d  i n t e g r a t i o n  o f  
s e r v i c e s .  •
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Dairy Industry under the Liberlised Environment 
- Analysing the Competition in Marketing

Dr. Rajagopal*

Dairying has emerged as a dynamic instrument to uplift the socio-economic status of 
rural people through employment and income generation. The dairy farmers are not only 
benefited by marketing the milk and milk products but also from harnessing the growing 
livestock wealth and a range of animal by-products. Dairying has become an integral 
sub-system of agriculture. Efforts are being made to organise it as an industry through 
cooperative and private entreprises. Despite the decrease in the share of agriculture in 
the Gross Domestic Product (GDP), the value of output from the livestock has shown an 
increasing trend, at present contributing 24 percent of GDP from agriculture. The 
progress is impressive by any yardstick.

Dairying has been a traditional rural household occupation. But it could not be made 
commercially viable for long and remained unorganised. With the success of AMUL, 
and attempts at organising dairy cooperatives in many states during Operation Flood I 
and II, people's participation for common economic emerged in the dairy sector. Since 
1971, the collection of milk through the cooperatives has been over 85 percent of the 
total milk collection of organised sector in the country. The number of milk 
cooperatives in the country during 1988 was 58830 which is now increased to about 
70,000 societies. For long time, prevented private entreprises from the government 
setting up dairy units and competing with the cooperatives. However, sector was 
delicensed in 1991, paving the path for private sector competition. A large number of 
small dairies have come up in major cities.

* Faculty Member, Institute of Rural Management, Anand 388 001



The National Scenario

India is the second largest milk producing country, producing 64 million tonnes in 1994- 
95. In India the milk utilisation pattern is as follows; liquid milk (45% ), ghee (28%), 
butter (7%), paneer (7%) and Milk Powder (4%). Cheese is yet to emerge as an impor­
tant milk product. The demand for milk is income elastic. The increase in the income, 
literacy level and quality of life would create markets for more value added products. 
The socio-cultural disparities across regions limit the markets of dairy products.

The private dairies rationalise their product line and specialise the product line expansion 
in the cooperative sector has been slow and not in tune with the local demand. Their 
product line need to be related to their consumers, distributors and above all their 
organisational capabilities. The emerging competition in both is at domestic and 
international levels. Existing companies are introducing new brands stretching their 
product line and new regional players are emerging. Besides, MNC brands have 
recently entered in all the categories of milk products.

Focus

This study analyses the relative public advantages of cooperative and private dairy 
sectors. The crux is designing sustainable marketing strategies for cooperatives. This 
study would discuss the existing status, threats and factors relevant for the same. 
Specifically, the study would discuss the following issues;

1. functional disabilities and the extent of market absorption;
2. business proliferation and developing prognostic behaviour in marketing;
3. reforming the organisational structure of dairy cooperatives
4. redesigning consumer relationships for marketing in competition with the

private sector.

Study Design

The study was conducted in four co-operative dairies in Gujarat, Maharashtra, Andhra 
Pradesh, and Karnataka. Their close competitors in the private sector were also stud­
ied. Their identities are being kept confidential. Various issues p>ertaining to product 
policy, procurement, pricing strategy, distribution and promotion of milk and milk 
products were pursued through a questionnaire, followed by discussions at various 
levels of management. In addition, data has been collected from the distributors and 
retailers from the areas under study. In all, 120 retailers and 100 consumers were 
covered.

The analysis and discussion is done state-wise in the following section. The conclusions 
and recommendations are in the last section.



Andhra Pradesh

The cooperative network in the state is currently made up of 13 milk unions, 7000 
primary milk societies, and 300 all women cooperatives, with a total membership of 
8.57 lakh. The cooperatives, in all had procured 7.5 lakh litres per day (LLPD) of 
liquid milk and marketed 6.51 LLPD in the state during 1994-95. The cooperative 
under study is procuring 38,000 liters (38 TLPD) every day. In addition, the milk 
products factory at Hyderabad contributes 2.71 LLPD for the demand of the twin cities
- Hyderabad and Secunderabad. The range of products include Ultra High Tempera­
ture (UHT) milk in tetrapacks, ghee and table butter. These products are marketed 
under an umbrella brand name of VIJAYA - a household name for the people of 
Andhra Pradesh. These products are marketed in the major cities of Maharashtra, 
West Bengal and Rajasthan.

Since the implementation of the Milk and Milk Products Order (MMPO) in 1992, nine 
private dairies have come up in the twin cities with capacities varying from 25 TLPD 
to 1.25 LLPD. Of these, two have considerable share in the liquid milk market. These 
private dairies focus more on sales targets than satisfying farmers and consumers. One 
dairy which has substantial political backing is rendering veterinary services like 
artificial insemination and prevention against diseases on a small scale. By and large, 
the private dairies are procuring milk from the farmers using a single strong incentive 
of paying a higher price, 18.37% more than the cooperatives. The cooperative sector, 
on the contrary, offers better services to dairy farmers.

Product Planning

New products are test marketed by the private dairies. They ain\ at smaller market 
segments. The cooperatives launch the products on a large scale and often encounters 
uncertainties in supply and distribution. The sales managers of the private dairy seek 
the consumers' opinion on the product and report to the regional managers. The 
product is generally launched if consumer response is above 70 percent. The 'Desert 
Magic' and 'Merri Milk' were launched by the cooperative dairy in late 1993. The 
product was introduced in a scientific manner following consumer survey and a com­
prehensive advertising campaign. Similarly, slim milk and sterilised cream took off 
well in early 1994 but the repurchase rate was not satisfactory. Perhaps the consumer 
perceptions and changes in the behaviour was not anticipated properly. The advertising 
campaign did not synchronise with product launching. By and large ensuring supply 
was the main problem.

The consumer opinion is obtained through structured questionnaire from a random 
sample of the targeted segment by the private dairies while it is largely assumed in the 
case 6f the cooperative dairy. Product planning is done as per the desire of the leader
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of the co-operative organisation. A survey was done only for cheese and the product 
was relaunched in view of the favorable results. The management has assessed the 
demand and proposed to introduce ice creams for local market consumption. 
However,there is need to adopt innovative marketing approaches to penetrate this 
market as many private dairies are already op)erating.

Product Line

The principal product of the cooperative dairy is Ghee in terms of value and Milk in 
terms o f volume. Ghee contributes 80% o f the total product turnover and is 
manufactured at seven units of Federation. Besides, Table Butter, UHT milk, cheese, 
milk powder and a range of by-products are manufactured by the federation. The 
detailed product line information is in Table I.

Table I : Product Line of Principal Market Players

Sector Ghee Butter Cheese Milk Milk Products

Cooperative Cow Ghee Table Butter ChecWar, UHT Milk, SMP, Milk

Cooking Butter Spread Slim Milk powder,DW

White Butter Merri Mi Ik,St.Cream

Dessert Magic,Ice­

cream mix powder, 

curd,yogurt,flavo- 

red mi Ik, paneer and 

Sweetened Milk Dish 

(Peda)

Private Sector

Dai rv-A

Cow Ghee Cooking Butter T oned Milk

Dai rv-B

Toned Mi Ik, 

Full cream 

mi Ik

SMP - Skinned Milk Powder, DU - Dairy Uhitener, St.Cream - Sterilised Cream.



The private dairies do not have a long product line but are making dent in the liquid milk 
markets. Dairy A has penetrated by supplying only toned milk but round the clock. It has a 
marginal share in the Ghee market in the state. Dairy B is selling only toned (3% fat, 8.5% 
SNF) and full cream milk (4.5% fat and 8.5% SNF) in the twin cities, and has emerged as a 
major competitor to the cooperative dairy. A slim product line may be unviable against an 
established brand in the long run.

In the federation, the product planning decisions are taken at the Apex level and the processing 
units functioning under the unions are given production targets. These targets many times do 
not match the market requirement. On the contrary, the private dairies launch any new product 
only when the consumer demand is generated and a suitable environment prevails. The 
product policies of the private dairies are thus not supply oriented but are demand led. Hence 
the new products survive.

The following problems remain despite debates at various levels.

i) low procurement syndrome, associated with pricing and infrastructure;
ii)lack of long term planning in production and marketing;
iii)absence of professionalism
iv)lack of accountability.

Marketing

The procurement and sale of liquid milk by the cooperative dairy is continuously in­
creasing since 1990-91. However, a supply gap for liquid milk remains as about 60 
percent of the liquid milk is used for manufacturing milk products. Table II gives the 
status of milk marketing by cooperative and private dairies.

The business target of dairy-B is the maximum coverage of liquid milk market, while 
dairy-A is converting its surplus cow milk into ghee and cooking butter as premium 
products. The share of Ghee is 80 percent. Table Butter 8%, Processed Cheese 5% and 
Skimmed Milk Powder 5% in the total sales of the cooperative dairy. The UHT milk 
products which are of cow's milk contribute 60% of market in the region. The coopera­
tive dairy enjoys the credibility of being largest organisation with a good brand image in 
the market. Interestingly, the demand for UHT milk and Cheese is increasing despite 
their high price. Discussion with the Dairy Managers reveal that the major problem is 
ensuring the availability of the products on time. Procedural delays, long distribution 
network, lack of promotional efforts, high overhead expenditure and also inadequate 
quantity of milk are the major reasons. The private dairies do not encourage multi­
channel distribution unless the identified market is far away. The cooperative dairies 
also do not have multi-channel distribution for liquid milk. Private dairy-A has



appointed C«&F agents outside the state for marketing its premium product, Ghee which 
is packed in 50, 100, 200 and 500 gm packs.

Table II : Milk Marketing in Federation

( in  M ill io n  L i t e r s )

Year

P rodu cts

Dairy Procurement S a le s S a le s  of  
M ilk

1 9 9 0 -9 1 C 2 8 8 .8 2 0 8 .2 2 . 1 3 3 * *
D-A 102 .2 87 . 6 14 . 6*
D-B 1 6 4 .2 5 1 6 4 .2 5

1 9 9 1-92 C 306 .  6 227 .  1 2 . 780**
D-A 1 0 2 .2 8 4 . 7 1 7 . 5 *
D-B 1 8 9 .8 0 1 8 9 .8 0

1 9 9 2-93 C 3 5 4 .8 2 4 3 . 9 5 . 3 2 4 * *
D-A 1 1 6 .8 1 0 2 .8 1 4 .0 *
D-B 196.  3 196 .  3

1 99 3 -9 4 C 3 4 6 .8 2 3 4 . 8 6 . 2 6 3 * *
D-A 1 2 0 .4 103 . 9 1 6 . 5 *
D-B 219 . 0 2 1 9 . 0

1 9 9 4 -9 5 C 3 5 5 .8 2 5 4 .9 6 . 8 9 4 * *
D-A 1 2 8 .6 106 .  5 2 1 .9
D-B 2 6 2 . 8 2 6 2 . 8

C =C ooperative , D-A= P r i v a t e  Dairy A, D-B= P r i v a t e  Dairy B
* Surplus milk co nv ersio n  t o  Ghee and cooking b u t t e r  
**  UHT Milk

However, liquid milk market is localised and it functions only through the retailers. The 
dairy-A supplies the retail outlets directly through contract transporters once a day in 
the morning. Dairy-B has liquid milk markets in Karnataka as well and operates through 
C&F agents. However, in Andhra Pradesh, the retailers have direct access. The price 
spread of milk and milk products handled by the dairies in both the sectors is exhibited in 
Table III.



Table I I I : Price Spread in Marketing of Milk and Milk Products 
in the Selected Co-operative Dairy and Private Dairies

(in percent)

Products

Packa- Trans-

ging portation

Marketing Cost

Storage Labour Commi- Other

ssion

Total

(a) Cooperative Dairy

Liquid M ilk 

Refrigerated milk 

products*

Non-refrigerated milk 

products**

(b) Private Dairy

22 .4  28.6

27 .7  21.6

32 .9  19.0

21.4

23.6

16.3

9.9

2.5

8.3

15.0

22.0

16.0

2 .7

2.6

6.2

100
100

100

Dairy ;  A 

Liquid milk 

D airy ;  B 

Liquid milk 

Ghee

21.5  18.5

22.5

19.9

18.5

18.6

29.3

28.0

16.7

4.3

4.3

16.1

24 .0

24 .0

22.0

0 .4

2.7

6 .7

100

100

100

*  Include butter, cheese, ice cream etc.

* *  Include SMP/W MP/UHT milk



The private dairies paid a retailer's commission of Rs 0.22 per litre for the toned milk 
and Rs 0 .2 8  for the whole milk against Rs 0 .15  and 0 .18  respectively by the 
cooperative.

Table III reveals that packaging,transport and storage constitute a major share of the price 
spread. But the commission parted with the distribution channels is higher in private 
dairies. This is an aspect in milk marketing through retail outlets. The commission is 
negotiable with the private dairies and it increases in proportion to the volume of busi­
ness. Such flexibility is not found in the cooperative. The overall turnover of the coop­
erative and private dairies covered is in Table IV.

Table IV ; Turnover of Milk & Milk 
selected Dairies

Products of

Year Liquid Milk (TLPD) Value 
milk p ro du cts  

(Rs in lakh)C ooperative P r i v a t e *

Coop. P r i v a t e *

1 9 9 1 -9 2  289
1 9 9 2 -9 3  281
1 9 9 3 -9 4  278

34 3 8 .1 8  
45 5 2 .2 7  
76 7 7 . 7 6

8 6 .3 1  
12 7 .3 3  
1 6 2 .6 4

* Average of both the  d a i r i e s  in p r i v a t e  s e c t o r .

The share of the cooperatives in liquid milk market has decreased during early 90's. 
The coop>erative union has not developed any market for its products in its area but had 
largely supplied Ghee to the Federation. A private dairy had also found Ghee as a fast 
moving milk product and specialised on this,with a Rs.5 crore per annum turnover in 
A.P., Karnataka and Maharashtra. The salient characteristics of marketing of milk and 
milk products by the private and cooperative dairies are in Box I.



Cooperative Dairy

* Inadequate  
milk supply .

Low commission to  
d i s t r i b u t o r s / A g e n t s  
R egulated p r i c i n g  
Long p rodu ct  l in e  
Weak promotion.
No marketing f a c i ­
l i t i e s  t o  agents

Private Dairy

Supply a t  one p o in t  
but r e t a i l i n g  a l l  
through th e  day.  
Higher commission 
t o  d i s t r i b u t o r s .  
Open p r i c i n g  
Short  product  l i n e .  
R e t a i l  a d v e r t i s i n g  
P ro v id es  i n f r a s t r u ­
c t u r e ,  c r e d i t  t o  
r e t a i l e r s

Box I: Marketing Practices of Milk and Milk Products 
in Cooperative and Private Dairies

The private brand milk is available throughout the day while the milk of the cooperative 
dairy runs short in the morning itself. Private dairies follow open pricing and the retailer 
discriminate in price according to time and place. The higher charges in the odd hours is 
collected by the retailers on the plea of refrigeration and handling. The survey of 36 
retailers showed that they prefer to sell liquid milk of the private dairies for the following 
reasons (figures in brackets indicate percentage of respondents citing the reason):

(i) One day credit facility (91 %)
(ii) Higher margin as compared to cooperative milk(83%)
(iii) No cut in the supply of indented quantity(80%)
(iv) Guaranteed supply of milk (69%)
(v) Low deposit amount (61 %)
(vi) Higher consumer demand and brand image(61 %)
(vii) Lx)w transit loss and good quality of crates (55%)

The poly packs of private dairies are more attractive containing all information except 
the price. The private dairies also provide point of purchase publicity material. The 
cooperative dairy lacks in all these and thus operates only on its long established brand 
image and loyalty. The private dairies concentrated on Ghee as one of the principal milk 
products.The major market out side the state was Bombay for all the dairies. In Ghee, 
one regional competitor emerged in Vijayawada and sustained its business. Table V 
shows the status of marketing of Ghee during 1995-96 by the competing brands.



The polypack ghee marketed by the cooperative dairy has larger sales than its higher 
priced aluminum foil packs. Discussions with the managers of the private dairies 
revealed that they operate at a low basic price which includes production cost, 
infrastructure expenditure involved in marketing and a profit of 7.84 percent. The 
margins to the distributors is 3% of the retail price and to the retailers 5.5% The

Table V; Turnover of Ghee in the Dairy Products Market

S e c to r /T y p e  of Dairy Pack Type Quantity  Value
(in  Tonnes) ( in  lakh)

C ooperative  Dairy Poly pack 5 4 7 .5 1 5 9 0 .3 1

P r i v a t e  Dairy
Tins 7 5 7 .7 9 9 4 5 .5 6

Dairy-A Aluminum f o i l 3 3 0 .9 6 5 6 2 .6 4
Dairy-B Aluminum f o i l 2 0 0 .4 8 3 4 0 .8 3

margins to the distributors is found to be lower by 12.66% per kg of ghee by the 
cooperative dairy.

The cooperative dairy union markets its milk products through the federation which has 
around 4(X) outlets within and outside the state, consisting of authorised dealers and re­
tailers apart from federation's own selling units. Though there has been considerable 
growth in sales of dairy products, there was a a depression in sales during 1993-94. The 
management is looking for ways to change the product mix towards high demand items 
like UHT milk powder, condensed milk, 'dessert magic' and a range of ice creams. 
However, the following problems are feared:

1. The procurement is emerging as a challenging problem as the producers demand
procurement price at par with the open market.

2. Seven units produce 113 MT of powder per day. In all, 11 units produce 82 
MT ghee per day. The 3 MT Cheese is produced by one unit per day while 18 
MT butter is processed in 3 units. The crux of the product planning is how 
product priority should be decided.

3. Some of the milk products like ice creams, buttermilk, yogurt, merry milk etc. 
have seasonal demand and limited to selected towns of Andhra Pradesh. The bulk 
sales of these products will be during January-June which is about 75% of the 
total production.
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4. There is keen competition from popular brands which restrict the market for the 
federation for cheese spread, table butter and ice creams. There is a need for 
product improvement and innovative presentation.

5. The state of art of marketing as practiced by private companies needs to be 
inculcated in the cooperative dairy.

These problems are being investigated by the federation through opinion surveys on 
specific products. These reports have been reviewed and a framework is being de­
veloped below:

1. Ice-cream, cheese and butter market to be segmented;
2. Production of above products to be geared-up;
3. UHT milk products to be planned for larger markets; and
4. New products like condensed milk,dessert, etc to be tested on pilot basis in

identified markets. This will also help in segmenting the markets.

There is a need to develop appropriate marketing strategies in reference to the above 
observations for attaining effectiveness in business under competitive marketing envi­
ronment.

Karnataka

In Karnataka, two cooperative dairies and the centralised marketing approach through the 
federation has been studied. There is an informal sector comprising many small dairies 
and some prominent brands. In all, 40 retail outlets of the 6 major players in the market­
ing of liquid milk in the private sector have been studied.

Marketing of Liquid Milk

The cooperative dairies sell milk and milk products under one brand name, through a 
centralised marketing system.

The private dairies operating at the local level, have short distribution channel. They 
operate directly through the retail outlets. However, some dairies, have appointed 
wholesale dealers for supplying milk to distant places. The regional players largely 
operate on low margin high turnover basis, except one dairy which has established its 
brand image ever since 1905 AD.

The cooperative sector pays a commission of Rs 0.18 for the tonned milk and Rs 0.35 
for of full cream per litre to the agents. The private sector dairies allow a margin 
ranging from Rs 0.20 to 0.40 per litre. However, the retail price of private dairies is 15 
percent higher than the cooperative dairy. In all, the private dairies sell about 0.93 TLPD
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in Bangalore city as against 7.2 LLPD of the cooperative dairy. Poly packs of 5 and 10 
liters have also been introduced by the cooperative for promoting bulk sa'es. The sale of 
liquid milk by the cooperative in the Bangalore city has shown continuous increase since 
1990. The District milk unions are directly responsible for marketing liquid milk in their 
respective regions and the federation is marketing only the surplus milk- The month- 
wise daily average milk sales by the cooperative is in Table VI.

The estimated order for milk in Bangalore city is 12.3 LLPD. The cooperative sector 
meets 58.53% and private sector 7.56%. The private sector is attempting to increase its 
sales further by about 14 percent in near future. However, the supply gap of 34% yet 
remains. The performance of the private sector dairies is shown in Table VII.

Table VI; Growth of Milk Sales in the Bangalore City 
under Cooperative Umbrella

( l i t e r s  per  day)

Year* Quantity  of  
milk s a l e s

1990 321519
1991 317321
1992 324384
1993 360272
1994 382308

* Calender y ear  (January-December)

Source : Karnataka Milk F e d e r a t io n ,  Bangalore .

Table VII: Liquid Milk Sales by the Private Sector Dairies

Dairy Procurement
Area

Average Daily  
S a le s  of milk 

(TLPD)

Commission
paid
( R s / l t r )

Consumer
p r i c e
( R s / l t r )

A B ' lo re -R u r a l 35000 0 , 3 0 10.  00
B C h it to o r 10000 0 .4 0 1 0 .0 0
C Erode 35000 0 . 3 0 1 1 .0 0
D B ' lo re -R u r a l 3000 0 . 2 0 10.  00
E Erode 10000 0 . 3 0 10.  00
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The liquid milk is procured by the private dairies operating in Bangalore mostly from the 
neighboring states of Andhra Pradesh and Tamilnadu. They procure buffalo milk from 
the villages in the range of Rs 7.20 to 8.50 per liter while the cooperative dairies pay for 
same milk Rs.5.60 to R s .7 .14 per liter depending on the fat content. Thus, the private 
dairies pay more. However, brand image, consumer satisfaction on availability and 
higher margin to the retailers anchor their business. The milk cooperatives enjoy the 
institutional market. The Federation has a wholesale dealer and retailer network through 
out the state. The market outside the state has been created only for Ghee. The per­
formance of milk products marketed by KMF is exhibited in Table VIII.

Table VIII: Milk Products Sold through 
Karnataka Milk Federation

(April -M arch,  Sales  in tonnes)

Period 1980-81 1985-86 1 9 9 0 -9 1 199 4 -9 5

Table and 89 291 341 1192
White b u t t e r

Ghee 847 1696 2102 2960
SMP - 09 1895 2064
WMP 01 555 245

Source : Karnataka Milk F e d e r a t io n ,  Bangalore

Ghee sales has shown an increasing trend since 1980. The sale of SMP also shot up 
during 1990s. The private dairies A and C have dairy products like Ghee and butter. 
Dairy A has its production centres in Maharashtra and Delhi and markets its milk 
products (SMP) through out the country. However, its emphasis is more on liquid milk 
in the study area. Dairy-C is an old player in the market with limited operational area. 
The dairy is operating since 1905 and has a long product line of all whole milk products. 
It has a chain of showrooms in Bangalore and major towns in the state and has earned 
high consumer credibility. Hence it has adopted high profit-limited turnover policy. The 
details of marketing pattern of private dairies is in Table IX.
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Table IX: Marketing Pattern Followed by the Private Sector Dairies 
in Karnataka in Marketing Milk and Milk Products

Dairy A Dairy B Dairy C Dairy D Cooperative

Location o f  Plant BTM  Layout 

Bangalore

Chitur, A .P . Bommasandra (Sub­

urban o f  Bangalore)

Bangalore B 'lo re , Yelhanka 

Mandya, Tumkur & 

Kolar

Types o f  milk sold 

TM :Toned  milk 

SM : Standardised milk 

T M (b); Toned milk 

in bulk

TM (both half liter 

&  one liter Sachet

TM (Both Half liter 

& one liter sachet 

T M (B ): In Cans

TM (Both  half liter 

&  one liter sachet) 

T M (B ) (In Pouches 

o f  5 ,1 0 ,1 5 ,2 0  Its.

TM (Both  half Itr &  

one hr sachet

T M : In 1/2 & 1 Itr 

Sachet

Std .M ilk: In 1/2 Itr 

sachet

FC M : In 1/2 Itr sachet 

T M : Thru AV Bs & F R P s*

Price TM :R s.7 .50/ ltr 

TM (B)Rs.7/ltr 

Cowmilk Rs. 10/ltr

TM  Rs.8/ltr 

TM (B )R s.7 .75/ ltr

TM ;R s.9 .50/ ltr T M :R s .7 .5 0  Itr 

TM (B)Rs.7/ltr

TM  in Sach: Rs.7.50/1 

St.M ilk  in Sach;Rs.8.50/l 

FCM  in Sach:Rs.lO.OO/l 

TM  thru AVB &  FR P R s .7 .0 0

Approximate Quantity 

Sold TM : 13000 LPD  

T M (B) 5000  LPD

T M : 16000 LPD 

T M (B ) 40 0 0  LPD

T M :3 2 0 0  LPD  

T M (B ) 6 0 0 0  LPD

T M : 4000  LPD 

T M (B ) 50 0 0  LPD

TM  in Sach : 4 .65  LLPD  

ST D  in Sach: 7100 LPD 

FCM  in Sach: 6800  LPD 

TM  in AVB + FRP: 1.01 LLPD

Commission per Itr. 30 paise 40  paise 20 paise 40  paise 15 paise for TM  in Sachet 

12 paise for TM  thru AVB 

10 paise for TM  thru FR P 

35 paise for FC M  i». Gachet



Table IX Contd...

Parameters Dairy A Dairy B Dairy C Dairy D Cooperative

A p prox.N o.of Agents 

operating in 

Bangalore

16 78 132 68 1322

No. o f  Dairy Owned 

Outlets

Nil Nil 12 Nil 16 Parlours

M ilk Procurement Karnataka Chittur Erode Nyamagal &  Chittur Karnataka

Mode o f  payment by 

Agents (Periodicity)

Cash Cash Cash Cash Cheque against Bank 

guaranty, also cash

Facilities given 

to the Agent

Fridge/Telephone Point o f  purchase 

Depending on sales advertising

Point o f  purchase 

advertising

Nil Nil

Term s &  Conditions 

for Granting Agency

Deposit R s.2000 Deposit Rs. 1000 No deposits No deposits Cash deposit M in .R s.2000  

or for bank guaranty M in. 

Rs. 10000/



The private dairies procure milk from rural areas spread over different states and operate 
through their retailers giving higher margins. However, the terms of transaction is 
mostly cash in all dairies. No deposit is taken by some of the dairies for appointing 
agents. The prominent features are in Box II.

* Private dairies offer at higher margin.
* Private brand milk is available during 

odd hours but at higher price.
* Retailers charge discriminating prices 

for milk of private brands.
* Large number of unauthorised persons are 

involved in selling of cooperative milk.
* Transit loss in marketing is higher in 

cooperatives.

Box I I  : S a l i e n t  F e a tu r e s  of  
Liquid Milk Marketing in Bangalore

Retailers selling milk of private brands, were observed charging discriminate prices at 
different times. It has been observed that the retailers usually charge prescribed price for 
the milk during 4 am to 9 am. The prices vary in day time from 9-36% over the pre­
scribed price. However in late evenings the increase in price to even goes to 50% over 
the normal price. The advantage of such price discrimination is taken by the retailer of 
private brands for the three main reasons (i) no MRP is printed on sachets (ii) crop dairy 
milk is not available usually through out day time and (iii) there is no monitoring and 
control either from the government or the dairy on price. Besides it has also been ob­
served that the agents of cooperative dairy sublet their agencies unauthorisedly to other 
petty vendors and they supply milk in bulk quantities to private institutions like hotels 
depriving the regular consumers. They are also encouraged by the private dairies as 
their brand gets popular due to short supply of cooperative dairy;s milk.

Market Promotion

There is a need to adopt a more consumer friendly approach. It was suggested by the 
consumers that stamping of date of packing on the sachets will prevent sale of stale milk. 
The communication between the consumer and the dairies will be further strengthened 
by quick disposal of the complaints over phone. The printing of telephone number on the
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sachets would improve access of consumers to the dairies. The promotional measures 
also include providing PoP advertisements, incentives to the retailers etc besides provid­
ing competitive margins to the retailers.

Maharashtra

The Pune Milk Union supplying cow's milk to the consumers of Pune city from the 
Katraj Dairy, and a long standing private dairy selling buffalo milk in the same area have 
been studied. The demand for cow’s milk in the city is continuously declining since 
1991-92. Hence 79.85% of milk procured by the Katraj Dairy is sold to other coopera­
tive dairies and only 20.15% is supplied in Pune city. The performance of Katraj Dairy 
in terms of procurement and sales is given in Table X.

Table X: Performance of Katraj Dairy

( ' 0 0 0  l i t r e s )

Year Procurement  
per  annum

Sales  per

In
Pune City

annum

To Other  
D a ir ie s

Milk D i s t ­
r i b u t i o n  
in Pune 
c i t y  per  day 

(LLPD)

1984-85 6 8 2 .8 8 1 7 8 .5 7 5 0 4 .3 1 0 .4 8
1990-91 1 2 8 5 .2 7 4 4 7 .3 4 8 3 7 .9 3 1 .2 2
1 99 4 -9 5 1 3 5 1 .8 1 2 7 1 .4 5 1 0 8 0 .3 6 0 .7 4

Source : Pune Milk Union, Pune.

Only 5.05 percent milk is processed by the dairy, after selling liquid milk in the city and 
to other dairies. 69.15% of revenues from milk products is from Cream. Other products 
are butter, srikhand and flavoured milk. The private dairy under study concentrates large­
ly on marketing of liquid milk (buffalo) within the city limits and few milk products like 
cream and srikhand. It has very clearly identified its product line and area of operation. 
This dairy is operative since 40 years. It has its milkshed, chilling plant and dairy estab­
lishment in Bhilowdi with a plant capacity of 60 TLPD. Table XI shows the comparative 
performance of the private and cooperative dairies during 1994-95.
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Table XI Business Performance : Cooperative Vs Private Dairy
(1994-95)

Product Cooperative Dairy P r i v a t e  Dairy

S a le s  of
Liquid Milk (TLPD) 7 4 .3 6

B u t t e r  (Rs. in lakh) 2 4 .2 8
Cream (Rs. in lakh) 6 7 .6 6
Shrikhand ( R s . i n  lakh) 4 .4 8
Flavoured M ilk (R s . in  l a k h ) 1 .1 7

75 .  00 
8 . 69

1 .8 3

The cooperative dairy has neck to neck competition with the private dairy. The buffalo 
milk is preferred by the consumers.

Marketing Pattern

The Katraj dairy has two close competitors - private dairy and government milk scheme. 
The government milk scheme procures cow milk in small quantity from its own sources 
and also through Katraj dairy and sells at a lower price than the cooperative. The Katraj 
dairy supplied 229.26 lakh liters of milk to the government scheme during 1994-95. The 
milk distribution network of the three organisations is shown in diagram II.

Cooperative Dairy Government 
Milk Scheme

Private Dairy

Agents (500) Agents(300) Agents(17 5)
Morning and Evening |—  Only morning i—  Only morn-

I milk supply ing supply
I—  No Door delivery I—  Booth sales

|—  Deposit of Rs 5000/- [—  Deposit of Rs 5000 |—  Deposit of
I 1 I Rs 3000/-

|—  Advance payment

I milk supply 
I—  Door delivery

Cash and Carry

j—  No replacement|—  No replacement of 
I of leaked sachets {
[— Low commission to agent)—  Low commission
' I I  I I  I M I I I I I M I I  I I I I I I I I I ' I I M I I M I I I I I  I I I I I M ' I I  I I I  I I !  I M I I I

C O N S U M E R S

I—  One day credit 
I to agents 
I—  Replacement 
I partially 
I—  High commission

Diagram II: Liquid Milk Marketing Pattern in Pune
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The commission to the agents by the private dairy is Rs 0.25 per liter while the other two
dairies pay of Rs 0.16 per liter. The private dairy does not provide home delivery. But,
the agents of the cooperative dairy provide door delivery by taking service charges. The 
milk is supplied once in the morning by the private dairy but is made available to the 
consumers through out the day. The price of the private dairy milk is highest. The price 
structure is as below :

Private dairy Rs. 16.00 per liter
Katraj Dairy Rs. 10.50 per liter
Government Dairy Rs.08.00 per liter

Linkages

Alike other cooperative dairies the Katraj dairy also provides a variety of services to the 
members and inputs for improving the milk yield. This includes all veterinary services, 
training to the secretaries of the milk societies, mini kits, fodder demonstration plots and 
cooperative development programmes for the men and women members of the societies. 
However, the services provided by the private dairy is more linked with the performance 
and, to some extent, development of the dairy farmer. One of the most popular services 
provided by the private dairy is "own your buffalo scheme". The milch buffaloes are 
made available to the farmers on easy credit by the private dairy either through banks or 
through their own resources. The dairy stands guarantee for the farmers. The dairy has 
of late also made available milch buffaloes under IRDP to few farmers. This support to 
the farmers has led to loyalty towards the dairy. The dairy in turn procures milk from all 
the farmers to whom milch buffaloes have been provided. The dairy pays a flat price of 
Rs 9.25 per liter while the Katraj dairy pays Rs 7.70 for the cow's milk containing 4 
percent fat and 8.5 percent of SNF. The private dairy has established credibility among 
the farmers by way of providing such linkage.

Gujarat

Ahmedabad city has been studied to understand the marketing pattern of liquid milk. In 
all, 24 retail outlets have been covered, besides 50 consumers spread over the municipal 
limits. It has been observed that liquid milk market is highly competitive and price 
sensitive in Ahmedabad. There are 23 brands of pouch milk operating the city with a 
sales o f 9 .5  LLPD. The population in 1995 was about 38 lakhs, with about 6 lakh 
households. Out of the 9.5 LLPD sales, loose milk accounts for 4.5 LLPD. The rest 
constitutes the pouch milk market. Out of this 3.1 lakhs is by the organised co-operative 
sector and the balance is served by the private sector.

There are about 23 brands in the private sector and many new ones are coming up. The 
private brands together account for about 32% of total pouch milk sale, while cooperative 
brands meet the rest of market. The main brands have a market share o f 2-3 percent
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while the others are having 1 percent or less market share. Amul is the market leader 
followed by Uttam dairy. Previously, ABAD dairy was the only dairy in the organised 
sector and had a market of 3 LLPD which is now reduced to 50000 LPD. Uttam milk 
was introduced in 1985. The capacity of the Dairy is 100000 LPD and it sells 74,000 
LPD. Amul milk was introduced in 1986.

Another notable feature of the liquid milk market in Ahmedabad is that there is no exclu­
sive agency for any brand. After the delicensing in 1992, many private dairies came up. 
Before delicensing also, some private dairies like Shreshth were present. Many of these 
were previously in the loose milk business. So they had some customers to start with. 
They also have a well established home delivery system.

The private dairies collect milk from distant places, transport it to Ahmedabad and proc­
ess it. While discussing with the managers of private and cooperative dairies it was found 
that the private dairies pay a procurement price of Rs. 175/kg fat while the co-operatives 
are paying only Rs. 150/kg fat. The private dairies are also extending other support to 
their farmers like insurance, loan for buying cattle etc. The private dairies are also 
paying high margin to the retailers. Inspite of all these, the private dairies are able to sell 
milk at the same price to the consumers. This is because the private dairies are able to 
control their overheads.

Distribution System

All the dairies distribute through a contractor who is appointed on a commission basis. 
The contractor is not just a transporter. He has also to collect the cash fromjhe retailers 
and deposit it in bank; and, take orders and communicate it to the dairy. On the basis of 
this order, the dairy packs milk for the next day. Loading and unloading of the trays is 
done by the vehicle crew. The distributor is responsible for the timely delivery, one of 
the important features the retailers look for.

Another advantage of the private dairies is that they started selling through the retailers of 
the co-op>erative dairies, who were not exclusive retailers.

Almost 90% of the liquid milk sales in pouches take place in the morning. The reason is 
that the retailers charge Rs.0.25 extra as freezing charges after 9 am.

The analysis of consumer response randomly gathered at 52 retail outlets in Ahmedabad 
revealed that the brand awareness is very low. Such people depend on the retailer who 
pushes the brands with higher margins.

The mode of payment is given in Table XIL It can be seen that the co-operatives are not 
extending credit facility whereas the private sector is giving credit. Majority of the pri­
vate sector are giving one day credit, but some are giving up to one week.
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Table XIII: Mode of Payment ; Brandwise

(p e rce n t  d i s t r i b u t o r s / a g e n t s )  

Si’and Cash and Carry one day credit

Amul 100
Uttam 90
Abad 8 7 . 5

P r i v a t e  4 2 . 2  5 7 . 8

0
10
12 . 5

Leakage Problem

Out of the total respondents, 95 percent have complaints about pouch leakage. The 
complaint is mainly in co-operative brands, particularly Amul. In private brands, the 
leakage is very less and they provide replacement. In Amul, there is no replacement 
except at the time of unloading. But those who are selling more than 50 crates cannot 
check each and every crate at the time of unloading. So the retailers who are not selling 
loose milk and facing severe losses.

In the case of Amul, consumer complaints are more in summer,particularly in Amul 
Gold. Before the coming up of the Mother Dairy, consumer complaints were very high. 
In the case of the co-operatives, the settlement procedure of consumer complaints is also 
very slow. In case of private brands the such complaints are very less, and if there is any 
at all, the company replaces immediately.

Summary

We have discussed the marketing scenario of milk and milk products in the cooperative 
and private sectors. The cooperative sector dairies are enjoying stronghold in the liquid 
milk marketing and substantial share in the liquid milk market. However, consequent 
upon the delicensing policy on setting up of dairies has given boost to the private sector 
and many private dairies now stand as competitors to the cooperative sector dairies in 
major town. The marketing practices of private dairies are highly opportunistic particu­
larly in procurement and pricing operations and there exists no mechanism to control such 
irregularities. The cooperative dairies with all management ethics and welfare ideology 
of dairy farmers, face the challenge of overshadowing the market of private dairies. It 
has been argued in the paper that cooperative dairies have to gear up to face such market 
conditions for liquid milk with total business outlook. It would help them in building 
brand image and expanding their market. They should also attempt in optimising their 
product-line, streamline distribution network and generate awareness about their brands.
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A d v e r t i s i n g  i s  an in s t r u m e n t  o f  m a r k e t i n g  which i s  a p p l i e d  in  
p r a c t i c e  b o t h  a s  a s c i e n c e  and an a r t  g e n e r a t e d  by c r e a t i v e  
d e v i c e s .  The growth of  an a d v e r t i s i n g  p r o c e s s  in so c io -e co n o m ic  
e n v i r o n m e n t  i s  one o f  t h e  most s i g n i f i c a n t  a c h i e v 6 m e n t s  in  
contem porary  b u s i n e s s  e r a .  A d v e r t i s i n g  i s  t h u s ,  i d e n t i f i e d  as  
one of  th e  most v i s i b l e  a s p e c ts  f a b r i c a t e d  with th e  v a lu e s  in th e  
modern s o c i e t y ^ .  There has been v a r i e t y  of  views o f f e r e d  by the  
d i s t i n g u i s h e d  s c h o l a r s  on t h e  a n a l y t i c a l  p e r s p e c t i v e s  o f  
a d v e r t i s i n g  and i t s  symbiosis with growth of  b u s in e s s .  However, 
a d v e r t i s i n g  i s  co n s id e re d  as an i n t e g r a t e d  component of  marketing  
mix which r e f e r s  t o  the  promotional  a s p e c t s  along with the  o th e r  
components of  p ro d u ct ,  p la c e  and p r i c e  of  th e  marketing mix.

The p r o c e s s  o f  a d v e r t i s i n g  in b u s i n e s s  b e g i n s  w i t h  m a r k e t  
s i t u a t i o n  a n a l y s i s  conducted t o  a s s e s s  m ark etin g  o p p o r t u n i t i e s  
f o r  th e  product  in th e  e x i s t i n g  s t a t e  of bu sin e ss  in th e  market.  
On i d e n t i f y i n g  t h e  m a rk e t in g  o p p o r t u n i t i e s  s u c c e s s f u l l y ,  t h e  
m a r k e t i n g  s t r a t e g i e s  a r e  f o r m u l a t e d  and s u p p o r t e d  by t h e  
communication l in k a g e s .  A dv er t is in g  s t r a t e g i e s  a r e  developed in 
c o h e r e n c e  w ith  t h e  m a rk e t in g  plan  and t h e  a d v e r t i s e m e n t s  a r e  
r e l e a s e d  a c c o r d i n g  t o  media p la n .  Hence co m m ercia ls  (Ads) seen  
by t h e  consum ers  a r e  l i k e  t h e  t i p  o f  an i c e b e r g  em erging  from 
s i t u a t i o n  a n a l y s i s ,  t r a d e  g o a l s  and s t r a t e g i e s  e v o lv e d  by t h e  
marketing and a d v e r t i s i n g  managers^. However, i t  i s  d i f f i c u l t  t o  
e s t a b l i s h  whether  an a d v e r t i s i n g  i s  f i r s t  o r  l a s t  component in  
t h e  e n t i r e  p r o c e s s  o f  m a r k e t i n g .  D e s p i t e  numerous r e s e a r c h  
e f f o r t s ,  a b o u t  t h e  f u n c t i o n i n g  of  a d v e r t i s i n g ,  y e t  no u n i f i e d  
t h e o r y  has been emerged.

Adoption Behaviour: A d v e r t i s i n g  i s  a c o n s u m e r  o r i e n t e d
i m p r e s s i o n i s t i c  a p p ro a ch  f o r  a d v o c a t i n g  t h e  use  o f  goods and 
s e r v i c e s .  I t  i s  a t e c h n i q u e  which a t t e m p t s  t o  e s t a b l i s h  a 
l o g i c a l  l i n k  between th e  behaviour of  p e rso n  and t h e  p r o d u c t  or  
s e r v i c e  a im ed  a t  m a r k e t i n g .  H e n ce ,  t h e  d e v e l o p m e n t  o f  an 
a d v e r t i s e m e n t  i s  l a r g e l y  s u b j e c t  t o  t h e  n a t u r e  o f  go o ds  and 
s e r v i c e s  and t h e  p r o f i l e  o f  u s e r  g r o u p .  The t e c h n i q u e  o f  
a d v e r t i s e m e n t  f o r  an e l i t e  group o f  u s e r s  would c e r t a i n l y  be 
d i f f e r e n t  from th e  exposure t o  c h i l d r e n .  However, th e  p r o c e s s  of  
a d o p tio n  of  message would be s i m i l a r  f o r  both th e  groups e x c e p t  
t h e  t im e  t a k e n  t o  a c t i v a t e  t h e  d e c i s i o n  making p r o c e s s .  The 
a d o p t i o n  p r o c e s s  o f  a d v e r t i s i n g  i n f o r m a t i o n  i s  e x h i b i t e d  in  
Diagram 6 . 1 .

Dr,  R ajagopal /  F a c u l t y  Member  ̂ I n s t i t u t e  of  Rural Management, 
Anand. t

A d v e r t i s i n g  M a n a g e m e n t *



An exposure t o  a d v e r t i s i n g  seeks a t t e n t i o n  of th e  t a r g e t  audience  
and d evelops  p r e l i m i n a r y  p e r c e p t i o n .  This  p r o c e s s  i s  g e n e r a t e d  
in a d v e r t i s i n g  environment which hangs on human b e h a v io u r  t i l l  
t h e  i n f o r m a t i o n  i s  comprehended and r e t a i n e d  in  u s e r s  mind.  
L a t e r  r e t r i e v a l  o f  i n f o r m a t i o n  p r o c e s s  b e g i n s  and a u d i e n c e  
l o g i c a l  i n t e r p r e t a t i o n  t o  th e  r e t r i e v e d  i n f o r m a t i o n  s e t s  t h e  
p r o c e s s  of  d e c i s i o n  making. Meanwhile th e  consumer a l s o  a t te m p ts  
t o  r e l a t e  h i s  d e c i s i o n  making t o  o t h e r  a v a i l a b l e  o p t i o n s .  
However, he may f i n a l l y  a c t i v a t e  h i s  d e c i s i o n  f o r  use  o f  t h e  
a d v o c a t e d  goods and s e r v i c e  and exam in e t h r o u g h  s e l f  t e s t s .  
Consequent upon f a v o u r a b le  a p p r a i s a l  of  h i s  a c t i v a t e d  d e c i s i o n  
t h e  consumer e s t a b l i s h e s  th e  image o f  a d v e r t i s i n g  p r o d u c t  o r  
s e r v i c e .  T h e re  a lw a y s  re m a in s  a t h r e a t  t h a t  an a d v e r t i s i n g  
p r o c e s s  may be tu rn e d  down a t  any s t a g e  le a d in g  t o  r e j e c t i o n  of  
a d v e r t i s i n g  product  by the  t a r g e t  audience ,  l e g a l  environment and 
i n s t i t u t i o n a l  i m a g e .  H e n c e ,  i t  c a n  be s t a t e d  t h a t  human 
b eh aviou r  i s  a l s o  as  dynamic as a d v e r t i s i n g ,  in t h e  m a rk e t in g .  
So b e h a v i o u r  o f  c o n s u m e r s  need  t o  be ta m e d  l o g i c a l l y  and  
s t a b i l i s e d  f o r  longer  span. In the s i m p l i s t i c  view, a d v e r t i s i n g  
i s  thought t o  a f f e c t  behaviour in a c a u s e - e f f e c t  r e l a t i o n s h i p .

stage I Advertising Environment

Stage II Human Behaviour

Stage III Logistics

Stage IV Adoption

--------------1 I--------------- 1 r--------------- i
Exposure |---[Attention |---[Perception]
______________ I I________________I I_______________ I

Retention

Information
Retrival

Adoption

Rejection

Image

Agreement
I

J  L
I---I Comprehens ion |

J I_I

making
J L

I Establishing 
I Image
L

---------------------- 1 I---------- 1
Decision |---- [Activating!

decision

Self
Appraisal

L

Oiagram 6.1 ; Advertising Adoption Process



In r e f e r e n c e  t o  market environment,  the  consumer behaviour may be 
s t a t e d  as  one of  th e  u n c o n tr o l le d  f a c t o r s ,  beyond t h e  purview of  
a m a r k e t e e r .  On t h e  c o n t r a r y  a d v e r t i s i n g  i s  t h e  component in  
marketing management which can be well  c o n t r o l l e d  by a m arketeer .  
The sy m b io sis  of  c o n t r o l l e d  and u n c o n t r o l l e d  f a c t o r s  e n c h a in in g  
t h e  consumer behaving w ith  a d v e r t i s i n g  i s  e x h i b i t e d  in Diagram 
6 .2 .

Market competition |
Legal Environment |----'-
Social and I Consumer -> j Advertising
Cultural conditions I Behaviour 
Economic status I---- 1— ----

X

Product
Price
Place
Promotion
Profit

Uncontrolled Factors Controlled Factors

Diagraai 6.2 : Marketeers' Limitation in Advertising

I t  i s  e v i d e n t  from t h e  f a i l u r e  of  many a d v e r t i s i n g  campaigns as  
some f a c t o r s  which a r e  beyond the  c o n t r o l  of a m a rk e te e r ,  r e s u l t  
in t o  weak impact of  a d v e r t i s i n g  e f f o r t s .  Though, i t  i s  commonly 
e x p e r i e n c e d  in  b u s i n e s s  t h a t  m a r k e t e e r s  c o n t r o l  a d v e r t i s i n g  
d e c i s i o n s ,  t h e  c o n s u m e r s  h o l d  c o n t r o l  o v e r  t h e  a d o p t i o n  
b e h a v i o u r  a s  how t h e y  r e s p o n d  t o  t h e  p r o d u c t s  i n  v ie w  o f  
p e rce iv e d  d e c is io n s ^ .

A d v e r t i s in g  Environment: Alike marketing environment,  a d v e r t i s i n g  
a l s o  works in an environment t h a t  may be understood as  c o n d i t io n s  
u n der  which i t  h a s  t o  be made f u n c t i o n a l .  The e n v i r o n m e n t  
f a c t o r s  of a d v e r t i s i n g  a r e  as under:

*

*

*

*

s o c i a l  and c u l t u r a l  f a c t o r s  
market co m p e t i t io n  r e l a t e d  f a c t o r s  
l e g a l  f a c t o r s
economic f a c t o r s  r e l a t e d  t o  business  and consumers,

These  f a c t o r s  n u r t u r e  a d v e r t i s i n g  and d e v e l o p s  a s s o c i a t i o n  
r e s p o n s e  t o  o t h e r  r e l a t e d  e n v i r o n m e n t s  l i k e  m a r k e t i n g .  The 
environ m en t  h e l p s  p l a n n e r s  t o  a s s e s s  t h e  e x t e n t  o f  i n v e s t m e n t  
n e e d  t o  be d o n e  and a c c o r d i n g l y  d e c i d e  t h e  a d v e r t i s i n g  
s t r a t e g i e s .  E n v i r o n m e n t a l  c o n d i t i o n s  p r o v i d e  b a s e  f o r  
a d v e r t i s i n g  p o l i c y  and t o  s e t  magnitude and d i r e c t i o n  and



i n s t i t u t i o n a l i s e  t h e  e f f o r t s .  The c o n t e m p o r a r y  a d v e r t i s i n g  
system i s  th e  example of  " f r e e  e n t e r p r i s e "  environment.

The s o c i o - c u l t u r a l  environment comprises  sh a re d  b e l i e f s ,  s o c i a l  
v a l u e s ,  c u s to m s ,  l i f e  s t y l e s ,  e t h i c s  and community b e h a v i o u r .  
T h e se  c o m p o n e n ts  p l a y  m a j o r  r o l e  in  a d o p t i o n  b e h a v i o u r  o f  
consumer. Thus, a d v e r t i s i n g  should be c l o s e  t o  t h e  s o c i a l  and 
c u l t u r a l  s t a n d a r d s  and f a i l i n g  so ,  th e  consumers r e s o l v e  not  t o  
buy t h e  a d v e r t i s e d  p r o d u c t .  C o m p e t i t iv e  e n v iro n m e n t  f a c t o r s  
p r o v i d e s  more o p t i o n s  t o  i n f l u e n c e  t h e  co n s u m er .  Hence i t  i s  
required  t h a t  t o  plan s t r a t e g i e s  fo r  e f f e c t i v e  a d v e r t i s i n g ,  t h e r e  
i s  a need t o  look i n t o  t h e  p r o d u c t  p o l i c i e s ,  d i s t r i b u t i o n  a p ­
p r o a c h e s ,  p r i c i n g  mechanisms and p r o m o t i o n a l  s t r a t e g i e s  in  
r e f e r e n c e  t o  t h e i r  c o m p e t i t iv e  products  and t h e i r  s u s t a i n a b i l i t y  
in  t h e  m a r k e t .  The l e g a l  e n v iro n m e n t  c o n s i s t s  o f  e n f o r c e d  
r e g u l a t i o n s  under which th e  a d v e r t i s i n g  has t o  be developed and 
exposed. The b u siness  f l u c t u a t i o n s ,  broad economic framework f o r  
l a y i n g  b u s i n e s s  e f f o r t s  a t  e m b r y o n ic  s t a g e ,  p r o s p e c t s  and 
p o l i t i c a l  s t a b i l i t y  form the  economic environment f o r  developing  
a d v e r t i s i n g  p l a n s .  Thus, i t  i s  d i f f i c u l t  f o r  any a d v e r t i s e r  t o  
b y p a s s  c o n s i d e r a t i o n s  t o  t h e s e  f a c t o r s ,  w h i l e  p l a n n i n g  
a d v e r t i s i n g  w ithin  th e  given economy of the  co u n try  or  r e g i o n .

B e s i d e s ,  t h e r e  a r e  many o t h e r  f a c t o r s  which have s t a k e  in t h e  
a d v e r t i s i n g  environment and play  s i g n i f i c a n t  r o l e  in determ ining  
p o l i c i e s  f o r  e f f e c t i v e  a d v e r t i s i n g  a s  a c o m m u n i c a t i o n  and 
marketing t o o l .  These f a c t o r s  a r e ;

* Technology development
* Growth in per  c a p i t a  income
* I n c r e a s e  in d isp o sab le  income
* Higher purchasing  power of consumer
* Growth of  popular  consumer c l u s t e r s
* Development of i n f r a s t r u c t u r e
* I n c r e a s e  in education  standards of  consumers
* S p e c i a l i s a t i o n  in a d v e r t i s i n g  tech n iq u es
* Use of  r e s e a r c h  and development r e s u l t s
* Growth of  brands and v a r i e t y  of  t r a d e
* Growth of s e r v i c e  s e c t o r
* Growth in marketing f in a n ce .

The scope of  a d v e r t i s i n g  environment i s  very  wide and le a d s  t o  an 
i n t e g r a t e d  impact on th e  planning p ro c e s s .

Advertising Process: As s t a t e d  in th e  p r e - t e x t  a d v e r t i s i n g  i s
c l o s e l y  a s s o c i a t e d  with marketing v a r i a b l e s .  Hence, th e  p r o c e s s



o f  a d v e r t i s i n g  depends l a r g e l y  on t h e  market environ m en t .  The 
m a r k e t i n g  p l a n  e n a b l e s  t h e  a d v e r t i s e r  t o  s e t  o b j e c t i v e s ,  
a d v e r t i s i n g  b u d g e t  and t i m e  p l a n  f o r  s c h e d u l i n g  t h e  
a d v e r t i s e m e n t .  In  an a d v e r t i s i n g  p r o c e s s  t h e  i m p o r t a n t  
d eterm inan ts  a r e  communication s t r a t e g y  and media s t r a t e g y .  The 
s t r a t e g y  f o r  c o m m u n i c a t i o n  i n c l u d e s  t y p e  o f  m e s s a g e  t o  be  
r e l e a s e d , i t s  l e n g t h ,  c o n t e n t s ,  a u d i e n c e  i n t e r e s t ,  p r o d u c t  
c h a r a c t e r i s t i c s  and f re q u e n c y  o f  message d i s s e m i n a t i o n .  t h e  
message t a c t i c s  a l s o  need t o  be developed in a c c o r d a n c e  t o  th e  
media and media w a t c h e r s .  The second domain in t h e  a d v e r t i s i n g  
p r o c e s s  i s  t h e  s e l e c t i o n  o f  a p p r o p r i a t e  m edia  s t r a t e g y  by 
a n a ly s in g  media responses  c a r e f u l l y .  On s e l e c t i o n  of  a p p r o p r i a t e  
m e d i a ,  an o p e r a t i o n a l  p l a n  f o r  p u t t i n g  t h e  a d v e r t i s e m e n t s  
t h r o u g h ,  need t o  be d e v e lo p e d .  The p r o c e s s  o f  a d v e r t i s i n g  i s  
i l l u s t r a t e d  in Diagram 6 . 3 .
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Diagram 6.3 : Advertising Process Model

The whole a d v e r t i s i n g  p ro ce ss  r e s u l t s  in exposure of  a d v e r t i s i n g  
p r o d u c t  a s  an o u t p u t  w h ich  n e e d  t o  be e v a l u a t e d  f o r  i t s  
e f f e c t i v e n e s s  in  a g i v e n  m a r k e t i n g  s i t u a t i o n .  The m e d ia  
c o n s u l t a n t s ,  media r e p r e s e n t a t i v e s ,  and a d v e r t i s i n g  a g e n c i e s  .form 
the  o r g a n i s a t i o n a l  s t r u c t u r e  and w ithin  i t s  frame th e  p r o c e s s  of  
a d v e r t i s i n g  i s  made f u n c t i o n a l .  The r e s p o n s e  a n a l y s i s  o f



a d v e r t i s e m e n t  show mixed im p a cts .  Sometimes t h e  a d v e r t i s e m e n t s  
r e c e i v e  v e ry  p o s i t i v e  response of  consumers augmenting th e  market  
f o r  t h e  product  f o r  the  product  f o r  th e  product  while a t  th e  same 
time th e  n e g a t iv e  responses  a l s o  d i s t o r t  the  product  market.  Such 
c a s e s  need t o  be f u r t h e r  s u b j e c t  t o  r e s e a r c h  on t h e  improved  
communication s t y l e s  and media v e h i c l e  would be r e c h a r g i n g  th e  
a d v e r t i s i n g  planning p r o c e s s  as new in p u ts .

Advertising Categories: A d v e r t i s i n g  i s  a c r e a t i v e  t a s k  and
v a r i e s  a c c o r d i n g  t o  th e  need and t a s t e  o f  t a r g e t  group.  I t  can  
be c a t e g o r i s e d  f o r  a u d ie n c e s ,  t y p e s  of  a d v e r t i s e r s ,  mass media 
and f u n c t i o n s .  There a re  t h r e e  s e t s  of  audience in a d v e r t i s i n g  -  
b u s in e s s ,  p r o f e s s i o n a l s  and consumers. The b u s i n e s s - t o - b u s i n e s s  
a d v e r t i s i n g  i s  d i r e c t e d  t o w a r d s  p r o c e s s o r s ,  w h o l e s a l e r s  and 
p r o f e s s i o n a l s .  An a d v e r t i s e m e n t  c a r r y i n g  message f o r  t h e  raw 
m a t e r i a l s ,  b u s i n e s s  machines or  s e r v i c e s  t o  t h e  m a n u f a c t u r in g  
u n i t s  a r e  c a t e g o r i c a l l y  of business  t o  business  nature  and can be 
t e r m e d  a s  i n d u s t r i a l  a d v e r t i s i n g .  S i m i l a r l y  when an  
a d v e r t i s e m e n t  i s  d i r e c t e d  towards a group of  p r o f e s s i o n a l s  l i k e  
e n g i n e e r s ,  d o c t o r s ,  i t  i s  c a l l e d  as  p r o f e s s i o n a l  a d v e r t i s e m e n t .  
A d v e r t i s i n g  audience  may a l s o  be c a t e g o r i s e d  as  mass o r  c l a s s .  
An example of  a d v e r t i s i n g  f o r  the common b i s c u i t s  may be planned  
f o r  mass audience while r i c h  processed and canned food may be f o r  
c l a s s  audience .

The volume of b u sin e ss  of  company and g e o g r a p h i c a l  c o v e r a g e  of  
t h e  p r o d u c t  would be a n o t h e r  c o n s i d e r a t i o n  f o r  c l a s s i f y i n g  
a d v e r t i s i n g  s t r a t e g i e s .  In c a s e  o f  c o u n t r y w i d e  c o v e r a g e  o f  
a d v e r t i s i n g  a p r o d u c t  su ch  an a u t o m o b i l e s ,  t e l e v i s i o n  s e t s ,  
r e f r i g e r a t o r  and th e  l i k e ,  i s  c a l l e d  as  "G eneral  a d v e r t i s i n g " .  
The p r o d u c t  which i s  l i m i t e d  t o  r e g i o n a l  m a r k e ts  f o r  l o c a l  
consumption i s  d efined  as " L o c a l  A d v e r t i s i n g " .  A d v e r t i s i n g  can  
a l s o  c l a s s i f i e d  in r e f e r e n c e  t o  th e  medium used t o  d e l i v e r  th e  
message l i k e  n a t i o n a l  TV network, c a b l e  TV network,  r a d i o ,  news 
paper and magazines of  n a t io n a l  and r e g i o n a l  s t a t u s .

The f u n c t i o n a l  c l a s s i f i c a t i o n s  o f  a d v e r t i s i n g  a r e  of  many kinds  
c o n s i s t i n g  of i l l u s t r a t i v e  and symbolic  n a tu re .  The a d v e r t i s i n g  
c l a s s i f i c a t i o n  by fu n c t io n s  i s  as  under:

* Product  a d v e r t i s i n g
* Non-product or  i n s t i t u t i o n a l  a d v e r t i s i n g
* Primary a d v e r t i s i n g
* S e l e c t i v e  a d v e r t i s i n g
* D i r e c t  a c t i o n  a d v e r t i s i n g
* I n d i r e c t  a c t i o n  a d v e r t i s i n g



The p r o d u c t  a d v e r t i s i n g  e m p h a sise s  t h e  c h a r a c t e r i s t i c s  o f  t h e  
product  and r e l a t e d  i s s u e s  while i n s t i t u t i o n a l  image i s  b u i l t  up 
in non-product  a d v e r t i s i n g .  The brand of the  company, i t s  p u b lic  
r e l a t i o n s  a s p e c t s  and r e g u l a t i o n  i s  b a s e d  on t h e  them e o f  
a d v e r t i s i n g  in t h i s  c a t e g o r y .  For example,  Tata  s t e e l  company 
w h ic h  p r e f e r s  i n s t i t u t i o n a l  a d v e r t i s i n g  h i g h l i g h t i n g  t h e  
b i o g r a p h i c a l  e x c e r p t s  o f  t h e  fonder v e t e r a n  o r  emphasising t h e  
development nurtured  by the  company in r u r a l  housing, e d u ca t io n ,  
h e a l t h  and s p o r t s .  However such a d v e r t i s i n g  mentions the  product  
of company as  a secondary message‘s.

A primary a d v e r t i s i n g  a t te m p t s  t o  promote market f o r  indigenous  
products  which a r e  l a r g e l y  unbranded while  s e l e c t i v e  a d v e r t i s i n g  
i s  done f o r  t h e  p r o d u c t s  branded o r  f a l l  in l i n e  w ith  r e l a t e d  
b rand s .  S e l e c t i v e  a d v e r t is e m e n t  i s  used by i n d iv i d u a l  companies  
t o  s t i m u l a t e  m a rk e t  f o r  t h e i r  p r o d u c t s  a f t e r  t h e  demand i s  
e s t a b l i s h e d .  The d i r e c t  a c t i o n  a d v e r t i s i n g  g e n e r a t e s  i n s t a n t  
demand f o r  t h e  p ro d u ct  and i s  found t o  be an e f f e c t i v e  s t i m u l i  
f o r  s h o r t  run s a l e  campaigns.  An a r t  of  a b s t r a c t  communication  
i s  c a l l e d  as  i n d i r e c t  a d v e r t i s i n g  which does not seek immediate  
a t t e n t i o n  o f  m ass  a u d i e n c e .  However s u c h  a d v e r t i s i n g  i s  
a p p r e c ia t e d  by c l a s s  audience t o  some e x t e n t .  /

Advertising and Buyer Perception: A d v e r t i s i n g  o f  p r o d u c t  o r
s e r v i c e s  has d i r e c t  co n ce rn  with th e  b u y e rs .  The communication  
t h a t  r e a c h e s  buyers  has v a r i e d  re s p o n s e s  depending on th e  t ime  
span of  a d v e r t i s i n g ,  ty pe  of  message and i n t e n s i t y  of  e x p o s u re .  
T h u s ,  i t  i s  e s s e n t i a l  f o r  an a d v e r t i s e r  t o  map c o n s u m e r  
p e r c e p t i o n s  on a d v e r t i s i n g  p r o d u c t  o r  s e r v i c e  t o  i n c r e a s e  i t s  
e f f e c t i v e n e s s .  A s t u d y  o f  t h e  c o n s u m e r ' s  s t a t e  o f  mind and 
m a r k e t  s e g m e n t a t i o n ,  would s u p p le m e n t  t h e  c r e a t i v e n e s s  in  
d eveloping  th e  m essages ,  exposure  s t y l e ,  media use and r e l a t e d  
m a t t e r s .  The p e r c e p t u a l  mapping o f  consumers need t o  be done 
co n s id e r in g  many human f a c t o r s  fo r  e f f e c t i v e  of  a d v e r t i s i n g  t o  a 
l a r g e  e x t e n t ^ .  These f a c t o r s  a r e :

* S t r u c t u r a l  f a c t o r s
* Mental s e t
* E x p e c ta t io n
* Prev iou s  e x p e r ie n ce
* L a te n t  needs
* Role
* S o c i a l  s t a t u s
* S t a t e  of  mind
* P e rc e p tu a l  c o n s is te n c y



* S e l e c t i v i t y
* R e t r i e v a l  and a c t io n
* C u l t u r a l  and group f a c t o r s

A d v e r t i s i n g  s t r a t e g y  need t o  be developed in c l o s e  a s s o c i a t i o n  
w ith  t h e  s o c i a l  s t a t u s  and c u l t u r a l  f a c t o r s  o f  t h e  c o n s u m e rs .  
P e r c e p t i o n s  a r e  b u i l t  depending upon t h e  r o l e  an i n d i v i d u a l  
consumer p l a y s  in  c o n c e i v i n g  t h e  c o m m u n ica t io n .  However, h i s  
s t a t e  o f  mind, l a t e n t  e x p e c ta t io n ,  c o n s i s t e n c y  in p e r c e i v in g  th e  
m e ss a g e s  and r e l a t e d  f a c t o r s  s u b s t a n t i a l l y  c o n t r i b u t e  t o  t h e  
a d v e r t i s i n g  s t r a t e g i e s .

Diagnosing Advertising: I t  has been an e s t a b l i s h e d  f a c t  t h a t  in
co ntem po rary  m arketing  c o n d i t i o n s  a d v e r t i s i n g  p la y s  s i g n i f i c a n t  
r o l e  in promoting p r o d u c ts .  A d v e r t i s i n g  i s  c o n s id e r e d  t o  be an 
u s e f u l  instrument f o r  consumer t o  know th e  product  as well  as t o  
t h e  m a r k e t e r  t o  make th e  p r o d u c t  known t o  t h e  t a r g e t  g ro u p .  
However, a d v e r t i s i n g  has some p o s i t i v e  and n e g a t i v e  p o i n t s  which 
need t o  be review ed t o  know th e  c h a r a c t e r i s t i c s  of  a d v e r t i s i n g .  
The advantages  of  a d v e r t i s i n g  a re  as under:

* A d v e r t i s i n g  i s  l i k e  Sound Waves t h a t  r e a c h e s  a l a r g e
group of p o t e n t i a l  buyers w ithin  s h o r t  span in a given
a r e a .  The c o s t  of  t r a n s m i s s i o n  i s  r e l a t i v e l y  low as
compared t o  i t s  coverage and exposu re .

* I t  a l low s s t r i c t  c o n t r o l  over  th e  f i n a l  communication.
The product  once a d v e r t i s e d  with th e  message can not  be
t a k e n  back .  Thus, i t  i s  a h ard  copy o f  t h e  s o f t w a r e
which l a s t s  long.

* A d v e r t i s in g  has many o ptions  which can be e x e r c i s e d  to  
s e l e c t  s t r a t e g y ,  m e d i a ,  m e s s a g e  t y p e  and r e l a t e d  
v a r i a b l e s  f o r  c l a s s  or  mass aud ience .

* I t  c a n  be used t o  c r e a t e  p r o d u c t  and i n s t i t u t i o n a l  
images a s  w ell  as i n s t a n c e  s t i m u l i  t o  g e n e r a t e  s a l e s  
d r i v e  f o r  the  a d v e r t i s i n g  p r o d u c ts .

B esid es  t h e s e  advantages ,  a d v e r t i s i n g  has some l i m i t a t i o n s  which 
a f f e c t s  t h e  p r o d u c t s  m ark et  in  c l o s e d  e c o n o m ic  c o n d i t i o n s .  
However, such l i m i t a t i o n s  are  o v erru led  in f r e e  market agreement.  
The d i s a d v a n t a g e ,  o f  a d v e r t i s i n g  though l e s s  i m p o r t a n t  a r e  a s  
s t a t e d  below:



I t  i s  a n o n -p e rs o n a l  way of  communication,  which has  
l i m i t a t i o n s  of  i n s t a n t  m o d if ic a t io n  in messages,  a r t i c ­
u l a t i o n  e t c .

* A d v e r t i s i n g  d o e s  n o t  p r o v i d e  n e a r  a c c u r a c y  i n  
measurement o f  i t s  e f f e c t i v e n e s s  in  te r m s  o f  buying  
behaviour,  demand and consumer response t o  a d v e r t i s i n g .  

By and l a r g e ,  a d v e r t i s i n g  h a s  been a g l o b a l l y  a c c e p t e d  non­
p e r s o n a l  c a t a l y s t  f o r  s a l e s  p ro m o tio n ,  a s  i t  h as  proved  more 
advantages in c a r r y i n g  business  under co m p e t i t iv e  c o n d i t i o n s  than  
a few p la n s .

Organisational Structure for Advertising

There  a r e  t h r e e  m ajo r  o r g a n i s a t i o n s  which i n v o l v e  d i r e c t l y  in 
management o f  a d v e r t i s i n g .  They a r e  a d v e r t i s e r ,  a d v e r t i s i n g  
agency and th e  media. The s t r u c t u r e  of th e se  o r g a n i s a t i o n s  vary  
i n d i v i d u a l l y  but p e rform  i n t e g r a t e d  f u n c t i o n  in c a r r y i n g  t h e  
a d v e r t i s i n g  a t  n a t i o n a l  l e v e l  i . e .  g e n e r a l  a d v e r t i s i n g .  In  
a d d i t i o n  t o  t h e s e ,  t h e r e  a r e  many r e l a t e d  o r g a n i s a t i o n s ,  
departm ents ,  and s p e c i a l i s e d  s e r v i c e s  which supply inputs  t o  the  
main o r g a n i s a t i o n s  in  t h e  p r o c e s s .  A new spaper  a d v e r t i s i n g  
agency  having n a t u r a l  and r e g i o n a l  e d i t i o n s  of  newspaper would 
p r e f e r a b l y  have a D i r e c t o r  of A d v e r t is in g  a s s i s t e d  by A d v e r t is in g  
m anagers  f o r  G e n e r a l ,  S e l e c t i v e  and R e t a i l  a d v e r t i s i n g .  The 
G e n e r a l  A d v e r t i s i n g  Manager (GAM) and S e l e c t i v e  A d v e r t i s i n g  
M a n a g e r s  (SAM) l a r g e l y  s u p p o r t e d  by t h e  s t a f f  o f  R e t a i l  
A d v e r t i s i n g  M anagers  (RAM) who i s  c o n s i d e r e d  t o  be t h e  c o r e  
department.  RAM i s  supported by s a l e s  s t a f f ,  newspaper s e r v i c e s  
and a c o o r d i n a t o r  o r  p u b l i c  r e l a t i o n s  o f f i c e r  who l i a i s o n  with  
th e  a d v e r t i s e r s  and media personnel .  The c r e a t i v e  s t a f f  comprise  
copy  w r i t e r s ,  c o m m e r c ia l  a r t i s t s  and p r o d u c t i o n  in  c h a r g e .  
However, in a media o r g a n i s a t i o n  t h e r e  would be a t r a f f i c  manager 
who c o n t r o l s  t h e  r e l e a s e  of  a d v e r t i s e m e n t s  and a l l o c a t i o n  of  
a p p r o p r i a t e  media t im e t o  th e  a d v e r t i s i n g  a g e n c i e s .  The media 
would a l s o  have i t s  r e p r e s e n t a t i v e s  a t  n a t i o n a l  and r e g i o n a l  
l e v e l s .

A f u l l  s e r v i c e  c l i e n t  o r ie n te d  a d v e r t i s i n g  agency f u n c t i o n s  with  
t h e  p e rso n n e l  s p e c i a l i s e d  in c r e a t i v e  a r t ,  media, r e s e a r c h  and 
acco u ntancy .  The department of  c r e a t i v e  a r t  comprises  p r i n t  in ­
c h a rg e ,  ph otograph ers ,  a r t i s t s ,  production and s t u d io  i n - c h a r g e ,  
m u sic ia n s  and a c t o r s / m o d e l s .  An agency i s  compensated f o r  i t s  
work t h r o u g h  o u t r i g h t  c o n s u l t a n c y / p r o d u c t  io n  f e e  from  t h e  
a d v e r t i s e r s  and through the  r e c e i p t  of  media commissions in c a s e  
of  non-government media.



A d v e r t i s i n g  s t r a t e g i e s  f o r  a p r o d u c t ,  agency and media a r e  d i f ­
f e r e n t  in long term as  compared t o  s h o r t  term p e r s p e c t i v e s  as  the  
o b j e c t i v e s  of  o r g a n i s a t i o n s  a l s o  v a r y .  However, t h e o r e t i c a l l y ,  
e f f e c t i v e  a d v e r t i s i n g  s t r a t e g y  need t o  com prise  c r e a t i v e  use of  
media, budget,  message s t r a t e g y ,  exposure s t r a t e g y ,  r e s e a r c h  and 
p u b l i c  r e l a t i o n s .  The r i g h t  message t o  t h e  r i g h t  a u d i e n c e  a t  
r i g h t  t im e  i s  t h e  f u n d a m e n ta l  p r i n c i p l e  o f  a d v e r t i s i n g  and 
s t r a t e g i e s  need t o  be formulated a c c o r d i n g l y .

A d v e r t i s in g  S t y l e s

I t  i s  an a r t  and c a n  n o t  be l i m i t e d  t o  t h e  t h e o r e t i c a l  
b o u n d a r ie s .  The a d v e r t i s i n g  manager always s t a y s  a t  l i b e r t y  t o  
d e s ig n  t h e  message in a most a p p r o p r i a t e  manner t o  i n s e r t  in a 
p o p u la r  media f o r  a c h ie v i n g  b e s t  r e s u l t s .  However, some common 
tech n iq u es  a re  observed in the product  a d v e r t i s i n g .  They a r e :

1 .  Comprehensive advert isem ent
2 .  P o s i t i v e  advert isem ent
3.  Negative advert isem ent
4 .  S o c i a l  theme based techniques
5 .  Future  p r o j e c t  base techniques
6.  E n t e r t a in in g  and family o r ie n te d
7 .  Gender s e n s i t i v e
8 .  P ro du ct -cu sto m er  age cohesive
9 .  High frequency i n s e r t i o n  -  d r iv e
10 .  Average frequency i n s e r t i o n  cue
11 .  S c i e n t i f i c  message
12 .  A b s t r a c t  message
13.  I n d i c a t i v e  and symbolic f o r  segment customers
14 .  In f lu e n ce  le a d e r  o r ie n te d
15.  Comparative product  p r o f i t  o r i e n te d

These te c h n iq u e s  change a c c o r d in g  t o  t h e  b e h a v io u r a l  changes  in 
t h e  c u s t o m e r s  t o w a r d s  p r o d u c t s .  A l l  t e c h n i q u e s  may n o t  be 
a p p e a l i n g  bu t  a r e  e q u a l l y  e x p e n s i v e .  H ence ,  an a d v e r t i s i n g  
m anager  s h o u ld  be v e r y  s e l e c t i v e  in  a d o p t i n g  an a p p r o p r i a t e  
t e c h n i q u e ,  a s  t h e  a d v e r t is e m e n t /c o m m u n ic a t io n  e x p e n d i t u r e  a l s o  
r e f l e c t s  in  t o t a l  c o s t  o f  t h e  p r o d u c t  and a l s o  a f f e c t s  t h e  
p r i c i n g  s t r u c t u r e .

S T R A T E G I E S  I N  A D V E R T I S I N G
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Message Strategy:

The development of  message s t r a t e g y  i s  l inked with an a d v e r t i s e r  
and media f a c t o r .  I t  depends on what, an a d v e r t i s e r  needs and 
how t h e  m essage f o r  a d v e r t i s i n g  can be c a r r i e d  on t h e  media  
e f f e c t i v e l y .  A co m p rom ise  t o  t h e s e  f a c t o r s  would h e l p  in  
dev elo ping  the  most e f f e c t i v e  message idea ,  as a r e s u l t  o f  f a c t s  
ju d ged  a b o u t  p r o d u c t s ,  m a rk e ts  consumers and c o m p e t i t o r s .  In  
t h i s  p r o c e s s  t h e  s t r e n g t h  o f  back g ro u n d  i n f o r m a t i o n  i s  t h e  
foundation  of  bu ild in g  message ideas .®  The copy w r i t e r s ,  a r t i s t s  
and c r e a t i v e  a d v e r t i s i n g  p e rso n n e l  of  a d v e r t i s i n g  agency should  
know th e  pulse  of  g e n e ra t in g  e f f e c t i v e  message i d e a s .  There a r e  
two b a s i c  s o u r c e s  of  idea s t i m u l i  -  ( i )  i n t u i t i o n  drawn on th e  
b a s i s  of  a cq u a in ta n ce  with the  product  or  s e r v i c e  and ( i i )  s c i e n ­
t i f i c a l l y  c o l l e c t e d  d ata  on the  product  and i t s  marketing p la n s .  
The d a ta  can be c o l l e c t e d  in two ways as s t a t e d  below:

( i ) .  By a d m in is te r in g  primary i n v e s t i g a t i o n  t o o l s

( i i ) . By o b t a i n i n g  s e c o n d a r y  i n f o r m a t i o n  s u p p l i e d  by 
a u t h e n t i c  s o u r c e s .

T h e m e s s a g e  s t r a t e g y  s h o u l d  m a t c h  w i t h  a n y  o f  t h e  f o u r  
a d v e r t i s i n g  o b j e c t i v e s  c o m p r is in g  p s y c h o l o g i c a l  p u l l ,  a c t i o n ,  
m a rk e tin g  and i n s t i t u t i o n  o r i e n t e d .  The a p p l i c a t i o n  of  t h e  any 
o f  t h e s e  o b j e c t i v e s  would h e lp  in g e n e r a t i o n  o f  m essage i d e a s  
however need t o  be t e s t e d  on d i f f e r e n t  components of  ' c r e a t i v e -  
m i x ' .  T h i s  mix c o n s i s t s  o f  v e r b a l  and n o n - v e r b a l  e l e m e n t s .  
Table 6 . 1  e x h i b i t s  the  components of  ' c r e a t i v e - m i x ' in a d v e r t i s ­
in g .

Table 6.1: Creative-mix in Advertising

Verbal Elements Non-verbal Elements

Copy w r i t i n g
Headlines
Slogans
Brand names
Performance s ta tem en ts
I n s t i t u t i o n  r e p o r t s

V is u a ls  and I l l u s t r a t i o n s
Layout
Typography
Trade mark
Colour combination
Dynamics
Music
S p e c ia l  e f f e c t s
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The d e c i s i o n  making in  c r e a t i v e - m i x  i s  t o  be b a s e d  on t h e  
a d v e r t i s i n g  o b j e c t i v e  and a u d i e n c e .  In  d e v e l o p i n g  an  
a d v e r t i s e m e n t ,  th in k in g  and f e e l i n g  s e t s  high im p o rtan ce  among 
o t h e r  b e h a v io u r a l  v a r i a b l e s .  An a d v e r t i s i n g  o b j e c t i v e  f o r  i t s  
l o n g  l a s t i n g  e f f e c t i v e n e s s  s h o u l d  p o s s e s s  t h e  f o l l o w i n g  
c h a r a c t e r i s t i c s .

* C o n tin u ity  : For h i e r a r c h i c a l  o rd e r  of  a d v e r t i s i n g

* P r e c i s e  : To educate  the  consumer in s h o r t  span

* Measurable : Enabling t o  perform m onitoring e x e r c i s e
and feed back a n a l y s i s  e f f e c t i v e l y .

* R e a l i s t i c  : P r e s e n t i n g  t h e  f a c t s  and m a r k e t
e x p e r ie n c e  of the  product  o r  i n s t i t u t i o n

* F l e x i b l e  : Convenient f o r  a l l  e t h n i c  g ro u p s ,  ag e ,
c l a s s  and l i t e r a t e  groups t o  understand  
and r e t r i e v e .

* I m p r e s s i o n i s t i c :  Should p o s s e s  lo n g  t e rm  s y m b i o s i s  of
product  and company with consumers.

Hence a d v e r t i s i n g  o b j e c t i v e s  should s e r v e  t h r e e  key d e te rm in a n ts  
of  p ro d u ct .  They are  d issem in ation  of message; d e c i s i o n  making 
and e v a l u a t io n  of the  advert isem ent  or  a d v e r t i s i n g  s t r a t e g y ^ .

Copy W rit ing

In a d v e r t i s i n g  te rm in o lo g y  copy w r i t i n g  r e f e r s  t o  " s t u d y i n g  of  
t e x t "  o r  "body of  t h e  t e x t "  t o  be put  in an a d v e r t i s e m e n t  and 
d e v is in g  i t s  "Headline" or  c a p t i o n .  In broad sense ' co p y '  r e f e r s  
t o  w r i t i n g  o f  a m essage  o f  an a d v e r t i s e m e n t ,  i n c l u d i n g  t h e  
h e a d l i n e  and t e x t .  I t  i s  b e l i e v e d  t h a t  an a d v e r t i s e m e n t  i s  
co m plete  when v i s u a l s  a r e  supported by words i . e .  copy,  though  
v i s u a l  a d v e r t i s i n g  makes an indepth impact ,  the  value of  t e x t  can 
n o t  be i g n o r e d .  An e x c l u s i v e  n o n - v e r b a l  c r e a t i v e - m i x  can  n o t  
convey t h e  message in i s o l a t i o n .  hence t h e  im p o rtance  o f  copy 
w r i t i n g  i s  i n v a r i a b l y  c o n s i d e r e d  by a d v e r t i s i n g  a g e n c i e s .  
However, c o n t r a r y  t o  t h i s  not io n ,  some a d v e r t i s i n g  a g e n c i e s  f e e l  
t h a t  c o n s u m e r s  make b u y i n g  d e c i s i o n s  f ro m  t h e  v i s u a l  
i l l u s t r a t i o n s  and p r i c e  l i n e  in fo rm a t io n  because  of  t h e  impact  
o f  " c o p y " .  Y e t ,  in th e  f i e l d  of  a d v e r t i s i n g  both t h e  b e l i e v e s
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a r e  honoured and i n t e g r a t e d  f o r  e f f e c t i v e  respo nse .  Copy w r i t i n g  
in a d v e r t i s i n g  depends on the  four co n d i t io n s .  They a r e :

* d e s i r e d  response  f o r  copy w ri t in g
* inducement o f f e r e d
* th e  product  f o r  ad v e r t ise m e n t ,  and
* an a p p ro a c h  f o r  copy w r i t i n g  adopted by t h e  a d v e r t i s i n g  
agency.

These c o n d i t io n s  a r e  i n t e r - r e l a t e d ® .  An i n s t i t u t i o n a l  copy and a 
pro m o tion al  copy o f  t h e  a d v e r t ise m e n t  may be c a t e g o r i s e d  on th e  
b a s i s  of d e s i r e d  re sp o n s e .  A s e t  of i n s p i r a t i o n  which endeavours  
t o  have an i n s t i t u t i o n  'c o p y '  l i e s  in ( i )  s e l l i n g  t h e  i d e a  ( i i )  
a c q u a i n t i n g  consum ers  w ith  p r o d u c t s  and ( i i i )  a t t r a c t i n g  long  
range patronage f o r  the  product  from consumers. A " S e r v i c e  copy"  
i s  r e q u i r e d  f o r  p r o d u c t  c a n v a s s i n g  in r e t a i l  s t o r e s  w h i l e  a 
" p r e s t i g e  co py "  i s  t a k e n  t o  b u i ld  r e p u t a t i o n  o f  t h e  p r o d u c t  
a d v e r t i s e d  and i t s  company. Unlike ' s e r v i c e  c o p y ' ,  ' p r e s t i g e  
c o p y '  o f f e r s  m e r c h a n d i s e  t o  s u b s t a n t i a t e  t h e  t h e s i s  o f  i t s  
u t i l i t y .  A 'p r o m o t i o n a l  co p y '  i s  used f o r  g e n e r a t i n g  i n s t a n t  
s a l e s  in t h e  r e t a i l  s t o r e s .  The d e t a i l s  o f  t h e  p r o d u c t  in  
f a s h i o n  and i t s  s ta n d  in th e  market i s  provided t o  th e  consumer  
f o r  r e f e r e n c e  in  ' f a s h i o n  c o p y ' .  I t  p r e s e n t s  and i n t e r p r e t s  
f a c t s  g r a p h i c a l l y  with glamorous v i s u a l s  and the  exposure s t y l e s  
which a re  commonly a cc e p te d  by the  consumers. The a d v e r t i s i n g  of  
household a p p l i c a t i o n  p ro d u c ts  or  d i r e c t  u t i l i t y  m erch and ise  i s  
d e a l t  in ' U t i l i t y  Copy' t o  educate  the consumers of  usage of  such  
p r o d u c t s .

In b r i e f ,  t h e r e  a r e  fo l lo w in g  s t y l e s  of  'copy w r i t i n g '  used in 
a d v e r t i s i n g  f o r  v a r i e d  p u r p o s e s  and r e a s o n s  t o  c o n v i n c e  t h e  
consumer of  the  merchandise a d v e r t is e d  f o r .  They a r e :

* I n s t i t u t i o n  copy
* Promotional  copy
* S e r v ic e  copy
* P r e s t i g e  copy
* Fashion copy, and
* U t i l i t y  copy

These a p p ro a c h e s  a r e  commonly e x e r c i s e d  by t h e  copy w r i t e r s .  
However a ' s p e c i a l  promotion copy' and ' c l e a r a n c e  copy' a r e  a l s o  
d r a f t e d  on th e  b a s i s  of  inducement o f f e r .
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The copy w r i t e r  should determine an a p p ro p r ia te  approach based on 
t h e  p s y c h o l o g y  o f  c o n s u m e r s ,  o n c e  t h e  t y p e  o f  ' c o p y '  f o r  
a d v e r t i s i n g  i s  a s c e r t a i n e d ,  e x e r c i s i n g  th e  o p t i o n s  of  ' c o p y '  as  
d i s c u s s e d  above.  There a r e  t h r e e  t y p e s  of  app roach es  f o r  copy  
w r i t i n g  ( i )  r e a s o n -  why copy ( i i )  human i n t e r e s t  copy and ( i i i )  
r a t i o n a l  copy.

Reason-why Copy

The reason-why copy develops a l o g i c a l  s t o r y  or message around a 
prominent  re a s o n  or  a s e t  o f  re a so n  j u s t i f y i n g  i t s  consumption.  
The bu yer  f i n d s  t h e  c a u s e  o r i e n t e d  message in s u p p o r t  o f  th e  
merchandise as  t o  why i t  should be bought. The message i s  woven 
a r o u n d  t h e  i n t e r r o g a t i o n  'WHY' i n s t e a d  s p e c i f y i n g  t h e  
c h a r a c t e r i s t i c s  of  th e  p r o d u c t  in g e n e r a l  s e n s e .  Hence r e a s o n -  
why copy w r i t i n g  d i r e c t s  i t s  message t o  judgment than t o  emotions  
o r  s u p e r f i c i a l  a t t r a c t i o n s .  This  approach has many v a r i a t i o n s  
followed in r e t a i l  a d v e r t i s i n g ,  as e x h ib i te d  in Table 6 . 2 .

C o p y  w r i t i n g  A p p r o a c h e s :

Table 6.2 : Variations in Reason-why Copy Approach

Copy W rit ing  
Methods

Explanations

1.  T e s t im o n ia l  Copy I t  proves honesty of  message  
favouring  merchandise,  r e f e r r i n g  
t o  the  previous p u rc h a se r .

2 .  Performance copy S e ts  an example of p r o d u c t / s e r v i c e  
use in d i f f e r e n t  s i t u a t i o n s  of  
consumers.

3.  T e s t  Copy D iscusses  the  t e s t  r e s u l t s  of  
merchandise conducted under i d e a l  
c o n d i t i o n s .

4 .  C o n str u c t io n  copy E x h i b i ts  th e  manufacturing
s p e c i f i c a t i o n s  and product  
engineering  a s p e c t s .
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This approach i s  o f te n  p r e f e r r e d  by the  a d v e r t i s e r s  b r in g  d i r e c t  
exposure of  th e  merchandise t o  consumer in a l o g i c a l  manner which 
enumerates t h e  s i g n i f i c a n c e  of  the  a d v e r t i s i n g  product  s t r e s s i n g  
th e  very  need of  i t s  use.  However, reason-why copy may not  have 
t h e  h i g h e s t  d e g r e e  o f  a d v e r t i s i n g  g l a m o u r  and may becom e  
monotonous a f t e r  frequent  exposures .

Hiunan Interest Copy

In developing t h i s  kind of ' c o p y ' ,  w r i t e r  p r e f e r s  t o  e x p l o i t  the  
l a t e n t  sen ses  and emotions of consumers. Such 'cop y '  i s  b u i l t  on 
sympathy, a f f e c t i o n ,  humour, f e a r ,  r i s k ,  c u r i o s i t y ,  a d o l e s e n s e ,  
love and o th e r  emotions.  I t  a l s o  appeals  t o  the  human s e n s e s  of 
s i g h t ,  t a s t e ,  s m e l l ,  touch and h e a r i n g .  A copy w r i t e r  may use  
th e  fol low ing op tio n s  in developing a d v e r t i s i n g  messages of  human 
i n t e r e s t .

* humorous copy
* f e a r  copy
* s t o r y  t e l l e r
* predicament copy or  grap hic  e x p la n a t io n s  copy
* Gender s e n s i t i v e  copy

In w ri t in g  ' s t o r y  copy' the  e x c e r p t s  from fo lk  t a l e s ,  e p i c s ,  and 
r e s e a r c h  r e p o r t s  a r e  drawn and p r e s e n t e d  w i t h  t h e  h e l p  o f  
c a r t o o n s ,  a r t ,  v i s u a l s  or  h e a d l in e s .

Rational Copy

A combination of 'reason-why copy' and human i n t e r e s t  copy i s  the  
' r a t i o n a l  c o p y '  w h ic h  i s  p r e s e n t e d  i n t e g r a t i n g  b o t h  t h e  
approaches f o r  th e  a d v e r t i s i n g  merchandise. This approach helps  
t h e  consumer with a l l  f a c t s  and emotions in making d e c i s i o n  t o  
buy th e  m erchandise  a d v e r t i s e d .  However a copy w r i t e r  must see  
t h a t  an a p p r o p r i a t e  l o g i c  i s  p laced in the  message in tune t o  the  
human senses  or  emotion generated  e i t h e r  in t e x t  or  in v i s u a l s .

Copy Requirements: Copy w r i t i n g  need t o  be s u b j e c t  t o  t h e
following t o o l s  and info rm atio n s .  They a re

* Environment of  advertisem ent
* F a c t s  about merchandise and company
* Message s t y l e
* Headline
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Of t h e s e ,  w r i t i n g  h e a d l in e  f o r  a ' c o p y '  i s  a c r e a t i v e  t a s k .  A 
c o p y  b e c o m e s  i m p r e s s i v e  p r o v i d i n g  h e a d l i n e  i s  a t t r a c t i v e .  
H e a d l i n e s  a r e  most  i m p o r t a n t  e l e m e n t  in  v i s u a l  media e i t h e r  
t e l e v i s i o n  o r  p r i n t  m edia .  I t  l a s t s  lo n g  i m p r e s s i o n  on t h e  
readers® a s  many head lin es  i n d i c a t e  the  whole t e x t  message in i t .  
T h e re  a r e  two common methods of  g e t t i n g  h e a d l i n e  a t t e n t i o n s  -  
d e v i c e s  and h i g h l i g h t i n g  a reward f o r  t h e  r e a d e r .  The ' d e v i c e '  
i s  t h e  a r t  o f  m a tc h in g  t h e  f u n c t i o n a l i t y  o f  t h e  m e r c h a n d i s e  
w ithin  t h e  words of  h ead lin e ,  while the  'reward h e a d l in e '  exposes  
r e a d e r  w ith  a s ig n  of help i f  th e y  i n c l i n e  t o  re a d  th e  message.  
The o t h e r  im portant  approach t o  draw h e a d l in e s  a r e  as  under:

*
*
*

*

*

*

*

News Headline (Announcement)
Command Headline (Magnitude and d i r e c t i o n )  
Question Headline ( I n t e r r o g a t i o n )  
P r o v o c a t i v e  Headline (Generating impulse)  
S e l e c t i v e  Headline (C lie n t  groups)  
Exclam ato ry  Headline (Grammatical) 
Im p e ra t iv e  Headline ( G r a m m a t i c a l - f u t u r i s t i c

The h e a d l i n e s  can broadly  be c l a s s i f i e d  i n t o  fou r  t y p e s .  They 
a r e  i n f o r m a t i v e ,  b e h a v i o u r a l ,  g r a m m a t i c a l  and s e l e c t i v e  in  
r e f e r e n c e  t o  c l i e n t  groups.  The h e a d l in e s  should be s p e c i f i c ,  
c o o r d i n a t i n g  with o th e r  elements of a d v e r t ise m e n t ,  understandable  
in s h o r t  t im e  w itho u t  t a x i n g  mind, should p o s s e s s  c o n s i d e r a b l e  
c l u e s  t o  g e t  t h e  im p re s s io n  o f  t h e  m e rc h a n d is in g  p r o d u c t  and 
a c t i o n  o r i e n t e d .  A copy w r i t e r  should avoid  c l i c h e s  and s la n g  
words which a r e  out of  common use .  In a l l  i t  can be s t a t e d  t h a t  
copy w r i t i n g  i s  a c r e a t i v e  e x p re s s io n  in a d v e r t i s i n g .  To ensure  
e f f e c t i v e  copy w r i t i n g  v i t a l  guiding p o in ts  need t o  be co n s id e re d  
as e x h i b i t e d  in Box 6 . 1 :

1
* Making the  copy i n t e r e s t i n g *

1
B e l i e v a b l e  |

* S p e c i f i c  message/impression * E f f e c t i v e  language

* Simple p r e s e n ta t io n * S u rp r is in g  and

* Concise * P e r s u a s iv e
___ j

Box 6 . 1  ; Guide p o in ts  f o r  copy w r i t i n g
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Developing Advertising Layout: I t  i s  an a r t  in  p r i n t  media t o
p l a c e  an a d v e r t i s e m e n t  more e l e g a n t l y .  L ay o u t  i s  v i t a l  p o i n t  
which need t o  be s c i e n t i f i c a l l y  designed in view t o  save  space  in  
p r i n t  media and r a i s e  i t s  p l a c e  t o  t h e  b e s t  a p p r e c i a t i o n  o f  
consumers.  A d r a f t  l a y o u t  may be p repared  in a c c o r d a n c e  t o  th e  
' c o p y '  and h e a d l i n e s  p la c e d  a t  a v u l n e r a b l e  p o i n t  m easuring t h e  
sp ace  i t  o c c u p i e s .  An e x e r c i s e  of  ' c u t t i n g '  and ' p a s t i n g '  need 
t o  be do n e  t o  p r e p a r e  a d r a f t  l a y o u t  o f  a d v e r t i s e m e n t .  
I m p r e s s i v e  l a y o u t  o f  an a d v e r t i s e m e n t  sh ou ld  p o s s e s  f o l l o w i n g  
g u a l i t i e s :

* S i m p l i c i t y
* Eye a p p r e c i a t i o n
* S a le s  appeal
* Model c h a r a c t e r ,  and
* C o n tin u ity

I t  may be s t a t e d  t h a t  l a y o u t  o f  an a d v e r t i s e m e n t  i s  an  
a r c h i t e c t ' s  b l u e p r in t  which exp la in s  each a s p e c t  of  th e  t a s k  i . e .  
h e a d l i n e s  s i g n i f i c a n c e ,  copy a p p e a l  and c o n v i n c i n g  s i g h t  of  
i l l u s t r a t i o n .  The l a y o u t  enab les  the  preview of  f i n a l  exp o su re  
of advert isem ent  t h a t  i s  t o  be published in p r i n t  media.

Developing Media Plan

Media p l a n n i n g  i s  an e s s e n t i a l  e x e r c i s e  t o  be p e r f o r m e d  in  
a d v e r t i s i n g  management. In developing a media p l a n ,  f i v e  b a s i c  
dimensions need t o  be a s s e s s e d .  They a r e  ( i )  media o b j e c t i v e s
( i i )  t a r g e t  market ( i i )  media types  ( iv )  media v e h i c l e  and (v) 
media sch ed u lin g .  Alike any a s p e c ts  in a d v e r t i s i n g ,  t o  form ulate  
a media plan th e  o b j e c t i v e s  have to  be s e t  a t  th e  o n s e t ,  c o n s id ­
e r in g  the  v a r i a b l e s  as explained in Table 6 . 3 :
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Table 6.3: Determinants for Setting Media Objectives

Determinants .Explanation

Reach It is a variable of household or target coverage 
of media message to be advertised during a given 

time period, e.g. in two weeks.

Frequency It denotes the number of exposures of message in 
media in a given span. In other words how many 
times within the s p e cified period an 
advertisement appears on media and caters to 
what share of population. The frequency of an 
advertisement can be computed by the formula 
given below:

Total exposures
Average frequency = ----------------

Reach

The frequency is of decision factors in planning 
media strategy as how much time of media has to 
be purchased for effective response.

Gross Rating Points 
(GRP)

It is a tool to evaluate the media for the given 
advertisement taking into consideration the 

reach and frequency functions. This can be 
computed with the help of following arithmetic 
notion.

GRP = Reach x frequency

Besides  t h e s e  f a c t o r s ,  c o n t i n u i t y  i s  a l s o  an im portant  i n d i c a t o r s  
which r e l a t e s  t o  t im e sch e d u lin g  o f  messages on media.  At th e  
i n t r o d u c t o r y  s t a g e  i t  i s  required  t o  a l l o c a t e  a d v e r t i s i n g  budget  
f o r  h ig h er  media time t h a t  can be g ra d u a l ly  reduced a s  th e  stand  
o f  m erchandise  in t h e  market ad v an ces .  However, t h e  l i f e  c y c l e  
o f  t h e  m e r c h a n d i s e  a l s o  need t o  be c o n s i d e r e d  w h i l e  s e t t i n g  
o b j e c t i v e s .
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Setting Target Markets:

I t  i s  r e q u i r e d  t o  t a k e  t h e  h e l p  o f  m e d i a  s p e c i a l i s t  in  
i d e n t i f y i n g  t a r g e t  m arkets  f o r  th e  m erchandise  t o  be i d e n t i f i e d  
and t h e  t y p e  o f  a d v e r t i s e m e n t  r e q u i r e d  t h e r e o f .  The m a rk e t  
segmentation p r i n c i p l e s  have t o  be co n s id e re d  f o r  s e t t i n g  t a r g e t  
market f o r  p h y s i c a l  d i s t r i b u t i o n  of  m erch and ise  and a c c o r d i n g l y  
media has t o  be s e l e c t e d .

Media Selection and Budgeting

The d a t a  on e f f e c t i v e  media r e s p o n s e s  h as  t o  be a n a l y s e d  f o r
s e l e c t i o n  o f  p a r t i c u l a r  media. The c o s t  o f  a d v e r t i s i n g  on media
on t h e  b a s i s  of  th e  frequency and c o n t i n u i t y  need t o  be s e t  f o r  
a l l o c a t i n g  a d v e r t i s i n g  budget.

B e s i d e s ,  w h i l e  s e l e c t i n g  a d v e r t i s i n g  media f o l l o w i n g  f a c t o r  
combinations have t o  be ensured by the  a d v e r t i s i n g  agency;

* p e r f e c t  match of media type t o  t a r g e t  markets
* p e r f e c t  match of media type to  a d v e r t i s i n g  o b j e c t i v e s
* match of media type t o  a d v e r t i s i n g  budget,  and
* match of  s e l e c t e d  media to  competing a d v e r t is e m e n ts .

I t  i s  r e q u ir e d  t o  make s u b s t a n t i a l  b u d g e ta ry  p r o v i s i o n s  in the  
media p l a n ,  i f  t h e  a d v e r t i s i n g  has t o  be done in more th a n  a 
media type .  However, the r e l a t i v e  weights of  the  media has t o  be 
decided on the  b a s i s  of  analysing  the " e f f i c i e n c y  i n d i c a t o r s "  f o r  
th e  media in p a r t i c u l a r .

Scheduling

An a d v e r t i s i n g  planner  has to  decide sch edu ling  of  a d v e r t is e m e n ts  
on media in r e f e r e n c e  i t s  p e r i o d i c i t y  in a day,  hour,  month and 
y e a r .  I t  h a s  t o  be p lan n ed  t h a t  an a d v e r t i s e m e n t  s h o u l d  be 
exposed on media d u r in g  which hour of  t h e  day c o n s i d e r i n g  t h e  
human behaviour of  watching media and the  n a tu re  of  p ro d u ct .  An 
exam ple  may be m e n tio n e d  o f  s c h e d u l i n g  an a d v e r t i s e m e n t  o f  
b r e a k f a s t  foods during the  b r e a k fa s t  hours on media would have an 
e f f e c t i v e  im p act  th a n  r e l e a s i n g  i t  in l a t e  h e i g h t  s l o t  o f  t h e  
media.  S c h e d u l in g  t h e  a d v e r t i s i n g  in r e s p e c t  o f  media t i m e ,  
p e r i o d i c i t y  in  month and number of  months in a y e a r  would be 
h e lp fu l  in a l l o c a t i n g  r e s o u r c e s  in a d v e r t i s i n g  budgeting e x e r c i s e  
f o r  media buying. Scheduling should be done in width and length  
o f  media buying as  shown in Box 6 . 2 :
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Box 6.2: Media Scheduling Chart for Merchandise Advertising

The a d v e r t i s i n g  p la n n e r  need t o  develop a media t im e f l o w c h a r t  
o n c e  t h e  s c h e d u l i n g  e x e r c i s e  i s  c o m p l e t e d .  A l t h o u g h ,  media  
s c h e d u le  p la n  i s  not  a permanent document a s  some e le m e n ts  l i k e  
ty p e  of  m e rch a n d ise ,  s t y l e  of  copy, media p o l i c y  a r e  s u b j e c t  t o  
change without  n o t i c e ,  the  flow c h a r t  would be th e  r i g h t  guiding  
b i r d s - e y e -v i e w  f o r  p la n n e r .

D i r e c t  Response A d v e r t i s in g

Media a d v e r t i s i n g  l a r g e l y  attem pts  t o  g e n e r a te  i n d i r e c t  response  
of  t h e  m erch and ise  o r  s e r v i c e s  a d v e r t i s e d .  The d i r e c t  r e sp o n s e
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a d v e r t i s i n g  i n c l u d e s  m a i l - m e d i a  a d v e r t i s i n g ,  c a t a l o g u e s ,  
d e p a r t m e n t a l  s t o r e ' s  a d v e r t i s i n g ,  y e l lo w  p a g e s ,  h a n d o u t s ,  and 
window d i s p l a y s .

D ir e c t  Mail A d v e r t i s in g

D ir e c t  marketing i s  an e f f e c t i v e  b u y e r - s e l l e r  i n t e r a c t i v e  system  
in which m e rc h a n d is e  under a d v e r t i s e m e n t  i s  b r o u g h t  c l o s e  t o  
buyer u s in g  one o r  more a d v e r t i s i n g  s t y l e s ,  and t h e  re s p o n s e  i s  
measured in r e f e r e n c e  t o  l o c a t i o n  and volume of t r a n s a c t i o n s ^ ^ .

The mail-media a d v e r t i s i n g  involves promoting merchandise market  
by e s t a b l i s h i n g  c o n t r a c t  with p o t e n t i a l  and e x i s t i n g  consumers  
through m ail  o r d e r s ,  p u b l i c i t y  m a t e r i a l s  and t e le p h o n e  s e r v i c e .  
In t h i s  p r o c e s s  no p e rso n a l  s e l l i n g  i s  performed.

D i r e c t  m a i l  a d v e r t i s i n g  has many a d v a n t a g e s .  I t  a t t e m p t s  t o  
build  goodwill  between s e l l e r  and buyers.  Hence mail  a d v e r t i s i n g  
i s  o f t e n  i d e n t i f i e d  a s  p r o d u c t i v e  a d v e r t i s i n g  t e c h n i q u e .  The 
numerous advantages of  t h i s  system are  as l i s t e d  below.

* i t  i s  h ig h ly  s e l e c t i v e
* t h i s  form o f  a d v e r t i s i n g  i s  e l a s t i c  a s  r e t a i l e r  can add or

d e l e t e  th e  name of consumers a t  h i s  d i s c r e t i o n ,
* wide v a r i e t y  of  merchandise or s e r v i c e  can be a d v e r t i s e d  to

the  same consumer
* p r i v a c y  on consumer p r e f e r e n c e / o r d e r  can be m ain tained .
* market co m p e ti t io n  can be avoided i n s t a n t l y
* th e  d i r e c t  mail  a d v e r t i s i n g  i s  p e rso n a l  and s p e c i f i c
* home d e l i v e r y  of  goods and s e r v i c e s  can be a s s u r e d .
* perform an ce  of  m e r c h a n d i s e / s e r v i c e  s a l e s  can  be m onitored

and e v a lu a te d .

D e s p i te  many a d v a n t a g e s  o f  th e  d i r e c t  m ail  a d v e r t i s i n g ,  t h e r e  
e x i s t  some d em erits  a l s o .  The most commonly observed problem in 
m a il in g  b u s i n e s s  o r d e r s  i s  high e x p e n d i t u r e  involvem ent  in th e  
p r o c e s s .  The p e r i o d i c a l  up-dating of m ail ing  l i s t  i s  major ta sk  
in d i r e c t - m a i l  a d v e r t i s i n g  which consumes l a r g e  b u s i n e s s  t im e .  
B e s id e s  t h e s e  d i s a d v a n t a g e s ,  sometime i t  becomes d i s i n t e r e s t i n g  
and i r r i t a b l e  t o  t h e  p e rso n s  addressed  and th e y  f e e l  o f f e n s i v e  
as t h e  ' c o p y '  o f  m a i l - o r d e r  i s  not matched with t h e  p r o f i l e  of  
persons t o  whom i t  i s  s e n t .

The d i f f e r e n t  t y p e s  o f  m a i l - o r d e r  a d v e r t i s i n g  t h e  c o m p r i s e s  
c o m p r e h e n s i v e  t e x t  and v i s u a l  copy  o f  a d v e r t i s e m e n t  w hich
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a t t e m p t s  t o  make t h e  r e a d e r s h i p  i n t e r e s t i n g .  The v a r i o u s  t y p e s  
o f  m a i l - o r d e r  a d v e r t i s i n g  a r e  as below:

* business  r e p ly  mail  with p re -p a id  postage  fe e ,
* inform ation  e n c lo s u r e s ,  c i r c u l a r s  e t c . ,
* p o s t a l  c a r d s  without order  form
* s e l f - m a i l i n g  f o l d e r s ,  and
* b o o k lets  and c a t a l o g u e s .

The m a i l - o r d e r  a d v e r t i s i n g  i s  a q u a n t i t a t i v e  e x e r c i s e  and 
r e q u i r e s  s y s t e m a t ic  p r o c e s s i n g  of d a t a .  Hence c o m p u te r is a t io n  i s  
t h e  b a s i c  r e q u i r e m e n t  t o  h a n d l e  t h e  d a t a ,  in  r e f e r e n c e  t o  
c l a s s i f y i n g  c o n s u m e r s ,  s o r t i n g  t y p e s  o f  o r d e r s ,  r e c o r d  o f  
compliance t o  o rd e rs  and o th e r  f u n c t io n s .

D isplay  A d v e r t is in g

Window d i s p l a y  i s  t h e  most prom inent  s t y l e  of  d i r e c t  r e s p o n s e  
a d v e r t i s i n g  a s  i f  e s t a b l i s h e s  r e a d y  i n f o r m a t i o n ,  p r o d u c t  
im p ression ,  and impulse of  buying t h a t  helps in d e c i s i o n  making.  
D i s p l a y  a d v e r t i s i n g  has  many ways of  p e rfo rm a n c e  -  i n d o o r  and 
o u t d o o r .  The in d o o r  d i s p l a y  a d v e r t i s i n g  c o n s i s t s  o f  show case  
a d v e r t i s i n g ,  indoor d i s p l a y s  in d e p a rtm e n ta l  s t o r e s .  There a r e  
some common kinds of  indoor d isp la y  of  merchandise.  They a r e :

* d i s p l a y  o f  m e rch a n d ise  in show cases  of  d e p a r t m e n t a l
s t o r e s  with an a b s t r a c t  and combination.

* d i s p l a y  o f  m e r c h a n d i s e  in  d e c o r a t i v e  s t y l e  in  show 
case/window

* d i s p la y  of  p r e s t i g e  copy under simulated environment
* d i s p la y  of  merchandise on dummy
* theme d i s p l a y ,  and
* dem onstration of use of merchandise

The o u t  door d i s p l a y  of  m erchandise o r  s e r v i c e s  may be done in 
t h e  form o f  s i g n  b o a r d s ,  co m m ercia l  h o a r d i n g s ,  p o s t e r s ,  neon 
s i g n s ,  v e h i c l e  s i g n  b o a r d s ,  t r a i n  p o s t e r s ,  e l e c t r o n i c  s i g n  
b o a r d s ,  b a l l o o n s ,  f i b r e  o p t i c a l  b i l l b o a r d  and o t h e r  s p e c i a l  
e f f e c t s .  The m e rc h a n d is e  a d v e r t i s i n g  on v e h i c l e  i s  c a l l e d  as  
t r a n s i t  a d v e r t i s i n g  which c a r r i e s  message from p l a c e  t o  p l a c e .  
I t  i s  a good way t o  re a c h  s p e c i f i c  markets and can be t a i l o r e d  to  
th e  need of  g e o g ra p h ic a l  market segmentation.
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T his  s t r a t e g y  i s  adopted by a d v e r t i s e r s  when t h e  merchandise  o r  
s e r v i c e  h a s  t o  ' g a t e - c r a s h e d '  in t h e  m a rk e t  and m arketed w ith  
h o r i z o n t a l  e x p a n sio n  p o l i c y .  Campaign a d v e r t i s i n g  i s  p r i m a r i l y  
co n cern ed  w ith  a c h i e v i n g  quick s a l e s  r e s p o n s e  in  t a r g e t  m arkets  
through c l e a r a n c e  a d v e r t i s i n g ,  r e g u l a r  p r i c e - l i n e  a d v e r t i s i n g .  
Such campaigns a r e  o f  s h o r t  d u r a t i o n  but p o s s e s s  s i m i l a r i t y  in  
copy w r i t i n g  and c o n t i n u i t y  in r e l e a s i n g  e x p o s u r e s .  Hence  
campaign i s  a s e r i e s  of  advert isem ents  exposed in a given time a t  
r e g u l a r  i n t e r v a l s  in th e  same media, or  medium. The a d v e r t i s i n g  
campaigns a r e  o f  n a t u r a l  and l o c a l  l e v e l  and have i n s t i t u t i o n a l  
p atro n ag e .  The a d v e r t i s i n g  campaigns a r e  planned in advance and 
a r e  s e t  o r d e r l y .

This approach i s  b e n e f i c i a l  to  gain r e g u l a r  consumers as  well  as  
o c c a s i o n a l  b u y e r s ,  a s  a s e r i e s  o f  a d v e r t i s e m e n t s  l e a v e  an 
im p ressio n  on t h e  consumers and a r e  e a r l y  i d e n t i f i a b l e .  I t  i s  
observed t h a t  such a d v e r t i s i n g  campaigns not only build consumer 
s t r e n g t h  but a l s o  br ing  p r e s t i g e  t o  r e t a i l  s a l e s ,  i n s t i t u t i o n  and 
a d v e r t i s i n g  a g en cy .  However, in planning a d v e r t i s i n g  campaigns  
and p u t t i n g  i t  t h r o u g h  m edia c a r e  s h o u l d  be t a k e n  in  i t s  
c o n t i n u i t y ,  message d is s e m in a t io n  and p e r i o d i c i t y  as in absence  
of such r e g u l a t i o n ,  th e  impact of campaign may not  be achieved t o  
th e  mark.

Institutional Advertising

I t  i s  a form of p u b l ic  r e l a t i o n s  performed through communicating  
m e s s a g e  t o  t h e  t a r g e t  a u d i e n c e  d i r e c t l y  r e l a t e d  w i t h  t h e  
i n s t i t u t i o n .  I t  i s  not  necessary  t h a t  an i n s t i t u t i o n  developing  
a d v e r t i s i n g  message should s t r i c t l y  be of  commercial n a t u r e .  The 
s t r a t e g y  f o r  i n s t i t u t i o n a l  a d v e r t i s i n g  need t o  be s e l e c t e d  
matching t h e  o b j e c t i v e  of i n s t i t u t i o n  and c l i e n t e l e .  For example 
a b u s in e s s  company may develop i n s t i t u t i o n a l  a d v e r t i s e m e n t  f o r  
d i s t r i b u t o r s  in  t h e  em ployees  o f  company, an a s s o c i a t i o n  o f  
m e d i c o s  may r e l e a s e  m e s s a g e  o f  s o c i a l  h e a l t h  a w a r e n e s s ,  
government can do so f o r  genera t in g  awareness of  f r a n c h i s e  during  
e l e c t i o n s  and so on. I n s t i t u t i o n a l  a d v e r t i s i n g  i n v o l v e s  non­
perso n al  mass-media communication by an i d e n t i f i e d  i n s t i t u t i o n  to  
acco m p lish  i t s  g o a l s .  There a r e  v a r i o u s  ty p e  o f  i n s t i t u t i o n a l  
a d v e r t i s i n g  p r a c t i c e s  o b se rv e d ,  of  which some m ajor  k in d s  a r e  
r e l e a s e d  through th e  following m e s sa g e s : -

1 .  S o c i a l  awareness about c i v i l  r i g h t s ,  h e a l t h ,  p op ula t ion  e t c .
2 .  Promotion of  a p u b l ic  s e r v i c e

A d v e r t i s i n g  C a m p a i g n
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3 .  G e n e r a t i n g  a w a re n e ss  abou t  i n n o v a t i o n ,  a c h i e v e m e n t ,  new 
f a c t s  o f  development
4 .  Improved or  added market value of  products
5 .  Employees w e lfa re  and image of i n s t i t u t i o n
6.  P l a c e m e n t  a d v e r t i s e m e n t s  w i t h  p r o f i l e  o f  c o m p a n y ' s  
achievemenments.
7 .  Opening debate  on c o n t r o v e r s i a l  i s s u e s .

I n s t i t u t i o n a l  a d v e r t i s i n g  t h u s ,  can be of  co m m e rc ia l  and non­
com m ercial  n a t u r e .  F u n c t i o n a l l y ,  i n s t i t u t i o n a l  a d v e r t i s i n g  can  
be c l a s s i f i e d  i n t o  two c a t e g o r i e s  -  image a d v e r t i s i n g  and 
advocacy a d v e r t i s i n g .  Image a d v e r t i s i n g  i s  designed t o  m o b il ise  
o p i n i o n  about  t h e  i n s t i t u t i o n  and c r e a t e  an image t h r o u g h  i t s  
m e r i t s .  So i t  can be s t a t e d  t h a t  an image a d v e r t i s i n g  e x h i b i t s  
t h e  human f a c e  of  an a d v e r t i s e r ^ ^ . Image a d v e r t i s i n g  i s  done in 
fou r  ty p e s  and they a r e :

* i n s t i t u t i o n  i d e n t i f i c a t i o n  advert isem ents
* goodwill  adv ert isem ents
* c i v i l  r i g h t s  and r e s p o n s i b i l i t i e s  adv ert isem ents
* p u b l ic  s e r v i c e  a d v e r t ise m e n ts .

Such a d v e r t i s e m e n t s  a r e  n o n -a rg u m e n ta t iv e  and n o n - c o n t r o v e r s i a l  
as  most of th e  themes a r e  of  pu b lic  i n t e r e s t  such a s ,  po p u lat io n  
c o n t r o l ,  c r im e p r e v e n t i o n ,  w a te r ,  food and energy c o n s e r v a t i o n ,  
campaign a g a i n s t  drug abuse and th e  l i k e .

On t h e  c o n t r a r y ,  a d v o c a c y  a d v e r t i s i n g  a t t e m p t s  t o  h i g h l i g h t  
c o n t e m p o r a r y  a r g u m e n ts  d i r e c t e d  e i t h e r  a t  s p e c i f i c  g e n e r a l  
c l i e n t s  l i k e  p o l i t i c a l  a c t i v i s t s ,  consumer g r o u p s ,  media and 
g o v e r n m e n t  a g e n c i e s ^ ^ .  A d v o c a c y  a d v e r t i s i n g  c o n s i s t s  o f  
f o l lo w in g  forms:

* i d e o l o g i c a l  a d v e r t is e m e n t  which i s  p r i n c i p l e  o r i e n t e d  and
a tte m p ts  t o  h i g h l i g h t  the  e t h i c s  of  an i n s t i t u t i o n .

* d e f e n s e  a d v e r t i s e m e n t  which a rg u e s  t o  p r o t e c t  t h e  image o f
i n s t i t u t i o n  a g a i n s t  contemporary c o n t r o v e r s i e s .

* r e p l y  bound a d v e r t i s e m e n t s  s eek in g  re sp o n s e s  t o  t h e  i s s u e s  
h i g h l i g h t e d  in th e  ad v er t isem en t .

* P o s i t i o n  t a k i n g  a d v e r t is e m e n t  e m p h a s is in g , th e  v ie w p o in t  of
an i n s t i t u t e  of  i s s u e  t h e r e o f  .with s t r o n g  argument t o  seek  
p u b l ic  a c c e p ta n ce  r  referendum.
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* a l l y  r e c r u i t m e n t  advert isem ent  asking i n t e r e s t e d  persons to  
p r e s e n t  t h e i r  views in support  of  th e  e t h i c s  of  i n s t i t u t i o n s  
in  v iew  t o  s t r e n g t h e n  i t s  l o g i c  p r i o r  t o  t h e i r  j o i n i n g  
p o s i t i o n  in the  i n s t i t u t e .

An a d v o c a c y  a d v e r t i s i n g  has an adv an tag e  of  e x h i b i t i n g  message  
under c o n t r o l l e d  s i t u a t i o n  of  a d v e r t i s e r  which h e lp s  in d e a l i n g  
w ith complex i s s u e s  through i n s t i t u t i o n s  l o g i c .  An i n s t i t u t i o n  
can p lan  a s e r i e s  o f  a d v e r t is e m e n ts  a s  campaign s u p p o r t in g  i t s  
v ie w s  and b u i l d i n g  image s i m u l t a n e o u s l y  among t h e  c l i e n t e l e  
group.  I n s t i t u t i o n a l  a d v e r t is e m e n ts  a r e  g e n e r a l l y  r e l e a s e d  on 
m u l t i - m e d i a  and c o v e r  s u b s t a n t i a l l y  l a r g e r  segment o f  t a r g e t  
a u d ie n c e .

BRAND POSITION IN G AND ADVERTISING EVALUATION

P o s i t i o n i n g  of a brand or product i s  an a r t  of s e l e c t i n g  the  b e s t  
s e l l i n g  p r o p o s i t i o n s  t h a t  helps in r e a l i s i n g  th e  s a l e s  t a r g e t s  to  
a l a r g e  e x t e n t .  The p o s i t io n  of a brand i s  i t s  p e r c e p t i o n  among 
t h e  t a r g e t  c o n s u m e r s  b a s e d  on f u n c t i o n a l  a d v a n t a g e s ,  and  
e m o t i o n a l  a s s o c i a t i o n  of  buyer  w ith  t h e  p r o d u c t  o f  s p e c i f i c  
brand. Hence, a brand manager should look in to  t h e s e  behavioural  
a s p e c t s  w ile  c o n s i d e r i n g  brand p o s i t i o n i n g  in th e  m a rk e t .  The 
b r a n d  p o s i t i o n i n g  i s  t h u s  p o s s i b l e  b y '  u s i n g  t h e  c o n s u m e r  
p r e f e r e n c e s  backed by s t r o n g  p sy c h o g ra p h ic  l o g i c  t o  t h e  branded  
p r o d u c t s  o f  s i m i l a r  n a t u r e .  I t  i s  e s s e n t i a l  t o  m e a su re  t h e  
i n t e n s i t y  o f  b rand im p a c t  o f  c l o s e  s u b s t i t u t e  b r a n d s  in  t h e  
m a rk e t .  B r o a d ly ,  a brand p o s i t i o n i n g  c o n s t i t u t e s  t h e  framework 
of  m arket  s t r u c t u r e ^ ^ . There a r e  f o u r  m ajor  components which  
have an i n t e g r a t e d  impact on brand p o s i t i o n i n g .  They a r e :

* s t r u c t u r e  of  market where the  brand has t o  be p o s i t io n e d
* c h a r a c t e r i s t i c s  of  consumer segmentation
* consumer p e r c e p t io n  on competing brands and the  one t h a t  i s  
t o  be in tro d u ce d ,  and
* b e n e f i t s  o f f e r e d  by the  brand t h a t  s u i t s  t o  t h e  p e r c e p t i o n  
of consumers.

These components which a r e  c l o s e l y  a s s o c i a t e d  w ith  e a c h  o t h e r  
need t o  be s t u d i e d  in an i n t e g r a t e d  manner w h ile  c o n s i d e r i n g  
brand p o s i t i o n i n g .  The m ark et  s e g m e n t a t i o n  and p o s i t i o n i n g  
s t r a t e g i e s  a r e  t o  be planned. Simultaneously as  both th e  f a c t o r s  
a r e  in v o lv e d  in e i t h e r  p r o c e s s .  However i t  can be s t a t e d  t h a t  
t h e  s u c c e s s  o f  brand p o s i t i o n i n g  i s  based on t h e  d i f f e r e n t i a l
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a d v an tag e  o f f e r s  o f  competing brands in th e  m a rk e t .  The brand  
p o s i t i o n i n g  t h e o r y  , d e l i n e a t e s  t h a t  d i s t a n c e s  among competing  
brands and p rodu ct  d i f f e r e n t i a t i o n  a r e  th e  dynamic f a c t o r s  which 
develops c l a r i t y  in consumer p e rc e p tio n s  and help th e  p o s i t i o n i n g  
of product  brands s u c c e s s f u l l y  in the  market.

Positioning Methods

B ra n d  p o s i t i o n i n g  i s  an i m p o r t a n t  a c t i v i t y  in  a d v e r t i s i n g  
management a s  i t  p r o v i d e s  p l a t f o r m  t o  d e v e lo p  a d v e r t i s i n g  and 
media s t r a t e g i e s .  There a r e  some l o g i c a l  a p p ro a ch e s  a s  l i s t e d  
below, used in p o s i t i o n i n g  the  brands in market. They a r e :

* using c o r p o r a t e  i d e n t i t y
* by brand endorsement
* c a t e g o r y - r e l a t e d  p o s i t io n in g
* a d v a n t a g e - r e l a t e d  p o s i t io n in g
* t ime r e l a t e d  p o s i t io n in g ,  and
* p r i c e  q u a l i t y  p o s i t io n in g .

The c o r p o r a t e  i d e n t i t y  o r i e n t e d  p o s i t i o n i n g  would be on t h e  
i d e n t i c a l  o f  t h e  company o v e r  a c o n s i d e r a b l e  p e r i o d  which has  
been r e c o g n i s e d  by t h e  consum ers .  The brands a r e  e n d o rs e d  by 
such i d e n t i t y  of  company fo r  each of new p r o d u c t - e n t r y  fol low ing  
a s u c c e s s  o f  t h e  p r e v i o u s  p r o d u c t .  Example may be c i t e d  o f  
t o i l e t  soaps of  th e  same company -  Hindustan Leaver with product  
names Lux,  L e s a n c y  e t c .  These p r o d u c t s  a r e  e n d o rs e d  a s  -  "A 
q u a l i t y  p r o d u c t  from Hindustan L e a v e r " .  Such e n d o rs e m e n ts  of  
brands would help  in p o s i t io n in g  th e  products  e f f e c t i v e l y  in the  
m a rk e t .

The c a t e g o r y  r e l a t e d  b rand  p o s i t i o n i n g  i s  r e f e r r e d  t o  t h e  
p h y s i c a l  p r o d u c t  in  d i f f e r e n t  i n c a r n a t i o n s ^^. The p r o d u c t  in  
d i f f e r e n t  p h y s i c a l  designs i s  promoted through a d v e r t i s i n g  in the  
market a t  t h e  same t im e .  A brand manager i s  r e q u i r e d  t o  modify  
th e  f u n c t i o n a l  f e a t u r e s  of e x i s t i n g  brands t o  make i t  more c l o s e  
t o  t h e  c a t e g o r y  r e l a t e d  p o s i t i o n i n g  e x e r c i s e .  The a d v a n t a g e -  
r e l a t e d  p o s i t i o n i n g  would u s u a l l y  be d e c i d e d  where p r o d u c t s  
p r o v i d e  m u l t i p l e  b e n e f i t s  t o  t h e  c o n s u m e r s .  Hence a brand  
manager has sco p e  f o r  d i f f e r e n t i a t i o n  of  s i m i l a r  p r o d u c t s  based  
on b e n e f i t s  extended.

The b r a n d  p o s i t i o n i n g  e x e r c i s e  b a s e d  on a p p l i c a t i o n  o f  
m erchandise  in r e f e r e n c e  t o  t ime and age i s  a n o t h e r  f a c t o r  t h a t  
can be co n s id e re d  f o r  d i f f e r e n t i a t i n g  s t r a t e g y  and e s t a b l i s h i n g  a 
brand i d e n t i t y .  A mosquito r e p e l l e n t  t h a t  i s  used in n ig h t  while
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r o o m f r e s h n e r  i s  a p p l i e d  in  t h e  m o r n i n g  h o u r s .  T h e s e  
c h a r a c t e r i s t i c s  can be used f o r  devis ing  an a d v e r t i s i n g  s t r a t e g y  
t o  help p o s i t i o n i n g  th e  brand of merchandise. The p r i c e - q u a l i t y  
p o s i t i o n i n g  a p p r o a c h  i s  s i m p l e  and e f f e c t i v e  f o r  t h e  
o l i g o p o l i s t i c  market c o n d i t i o n s .  The s a t i s f a c t i o n  of  consumers  
i n  t h e  p r i n c i p a l  i n d i c a t o r  in  p o s i t i o n i n g  t h e  b r a n d  o f  a 
merchandise based on th e  r e l a t i v e  s a t i s f a c t i o n  r a t i o  of  p r i c e  and 
q u a l i t y  of  th e  brands^®.

B e s i d e s ,  t h e r e  a r e  some o t h e r  a p p ro a ch e s  of  brand p o s i t i o n i n g  
based on th e  f a c t o r s  l ik e  product l i n e ,  technology and r e s e a r c h .  
The m ajor  s c i e n t i f i c  brand p o s i t i o n i n g  methods a r e  s t a t e d  as  
under :

* product  l i n e  brand p o s i t io n in g
* performance o r i e n te d  brand p o s i t io n in g
* end-use based brand p o s i t io n in g
* techn ology  based brand p o s i t io n in g  and
* r e s e a r c h  base brand p o s i t io n in g

The b r a n d s  o f  m e r c h a n d i s e  c a n  a l s o  be p o s i t i o n e d  in  t h e  
c o m p e t i t i v e  market  c o n s i d e r i n g  th e  v a r i o u s  a s p e c t s  o f  market  
segm entation .  Of t h e s e  more prominent i n d i c a t o r s  a r e  as under:

* demographic f a c t o r s  comprising age,  income, s e x ,  o c c u p a t io n ,  
e d u ca t io n ,  l o c a t i o n  v a r i a b l e s  and the  l i k e .

* b e h a v i o u r a 1 in  r e f e r e n c e  t o  t h e  v a r i a b l e s  o f  c o n s u m e r  
s a t i s f a c t i o n ,  t a s t e ,  t o u c h ,  a p p e a ra n c e  e t c .  r e l a t e d  w ith  t h e  
p ro d u ct .

* a d d i t i o n a l  b e n e f i t s  in te rm s  o f  m u l t i p l e  u s a g e ,  h e a l t h  
improvement, e n e r g e t i c  and the  l i k e .

* p s v c h o g r a p h i c  d e t e r m i n i n g  p e r s o n a l i t y ,  s o c i a l  s t a t u s  and 
l i f e  s t y l e .

The b r a n d  p o s i t i o n i n g  c a n  a l s o  be d e t e r m i n e d  t a k i n g  i n t o  
c o n s i d e r a t i o n  the  unique f e a tu r e s  of the  merchandise .  Packaging  
may be one o f  t h e  a t t r i b u t e s  which can be d i f f e r e n t i a t e d  f o r  
brand p o s i t i o n i n g -  e . g .  Brooke Bond's 's ta n d  pack' of  green l a b e l  
c o f f e e  which has a d i s t i n g u i s h e d  f e a t u r e  of  p ac k ag in g  among th e  
o th e r  e x i s t i n g  brands,  in the  market. Another approach of  brand 
p o s i t i o n i n g  i s  s e l l i n g  a c h a l l e n g e  f o r  t h e  c l o s e  c o m p e t i t o r  
l i n k i n g  t h e  m a r k e t i n g  s t r a t e g y  t o  w a r f a r e .  Such a p p ro a c h  i s  
c a l l e d  as  brand p o s i t i o n i n g  by co m peti to r .
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Brand Personality

I t  i s  an i m p r e s s i o n i s t i c  concept  of  brand on consumer behaviour.  
Brand p e r s o n a l i t y  e x p la in s  why people  l i k e  some brands more than  
o t h e r s  of  s i m i l a r  p h y s ica l  c h a r a c t e r i s t i c s .  The p e r s o n a l i t y  of  a 
merchandise brand i s  b u i l t  with the  f a c t o r s  t h a t  r e f e r  i t s  name, 
packaging ,  p r i c e ,  s t y l e  of p r e s e n t a t i o n ,  u t i l i t y ,  a d v e r t i s i n g  and 
a b o v e  a l l  t h e  l o v e  f o r  p r o d u c t  i t s e l f .  P e r s o n a l i t y  i s  a 
' t o t a l i t y '  a s p e c t  of  brand which i s  previewed by th e  consumer.  
The brand p e r s o n a l i t y  c o u n ts  h ig h  in t h e  m arket  when consumer  
f i n d s  h i m s e l f  i n d e c i s i v e  on t h e  p r o d u c t s  o f  s i m i l a r  p h y s i c a l  
c h a r a c t e r i s t i c s  and p r i c e  l i n e .

Brand Impact Analysis

I t  becomes e s s e n t i a l  f o r  a brand manager t o  know th e  s t a t u s  of  
h i s  m erch and ise  brands among t h e  competing brands in t h e  market  
t o  e n a b l e  t o  d e v e l o p  e f f e c t i v e  m a r k e t i n g ,  a d v e r t i s i n g  and  
p o s i t i o n i n g  plan s  f o r  th e  p r o d u c t s .  To e s t i m a t e  th e  impact  of  
b r a n d s  on c o n s u m e r s ,  t h e r e  a r e  v a r i o u s  m e th o d s .  Of t h e s e  
im portant  approaches a r e  d e t a i l e d  in the  foregoin g  t e x t .

Image Profile Analysis:

In t h i s  approach th e  c h a r a c t e r i s t i c s  of  s i m i l a r  brand p r o d u c t s  
a r e  m e a s u re d  a t  t h e  5 - 7  p o i n t  s c a l e  drawn a c c o r d i n g  t o  t h e  
p r e f e r e n c e  o f  consumers l i k e  e x c e l l e n t  ( 1 ) ,  v e ry  good ( 2 ) ,  good 
( 3 ) ,  ba d ( 4 ) ,  n o n - u s a b l e  ( 5 ) .  T h e s e  s c o r e s  a r e  r a n k e d  
i n d i v i d u a l l y  and f i n a l  r a n k s  a r e  com puted on t h e  b a s i s  o f  
com posite  index^"^ formula as s t a t e d  below:

R = R i /  Ni 
When R =-^Finai Rank

Rĵ  = Sum o f  ranks f o r  the  each v a r i a b l e  or  product  c h a r a c t e r
Nĵ  = No. of  o b se rv a t io n s  or  c h a r a c t e r i s t i c s  of  product  brands

The image p r o f i l e  c h a r t  p ro v id e s  d e t a i l s  of  competing brands in 
g r a p h i c  p r e s e n t a t i o n .  However, t h i s  method has some f u n c t i o n a l  
l i m i t a t i o n s ,  a s  i t  would be d i f f i c u l t  t o  p l o t  t h e  d a t a  f o r  a 
l a r g e  number of brands.

Factor analysis
A l a r g e  s e t  of  v a r i a b l e s  i s  re q u ire d  f o r  a n a l y s i s  as they  have to  
be p u t  i n t o  l i n e a r  com'bin^tion o f  sm a ll  ' i n d e p e n d e n t  v a r i a b l e  
s e t s '  t o  g e n e r a t e  c o r r e l a t i o n  c o e f f i c i e n t  m a t r i x  f o r  t h e  
v a r i a b l e s  of  data  s e t  ( s ) . The v a r i a b l e s  of the  m a tr ix  can a l s o  
be p l o t t e d  t o  i d e n t i f y  t h e  im p o r ta n c e  o f  s p e c i f i c  v a r i a b l e  in  
r e f e r e n c e  t o  independent v a r i a b l e s  l i k e  consumer c l a s s ,  s e x ,  age.
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income e t c .  This approach i s  useful  in s c i e n t i f i c a l l y  measuring  
t h e  w e i g h t a g e  o f  b r a n d  image in  c o n t e x t  t o  t h e  i d e n t i f i e d  
v a r i a b l e s  of  c l o s e  brands in th e  given market s e t  up.

Cluster Analysis
In t h i s  p r o c e s s  t h e  brands a r e  s e p a r a t e d  i n t o  groups t o  measure  
i n t e r - b r a n d - p r o d u c t  s i m i l a r i t y .  This  i s  a g r a p h i c a l  te c h n iq u e  
t h a t  p r e s e n t s  t h e  o u t p u t .  T his  method i s  a l s o  a p p l i c a b l e  t o  
i d e n t i f y  homogeneous groups f o r  a l t e r n a t i v e  a d v e r t is e m e n ts ,  brand 
names, packaging s t y l e s ,  p r i c i n g  mechanisms, consumer i n c e n t i v e s ,  
t e c h n o l o g i c a l  advantages and o th e r  user-communication s t i m u l i .

Multi-dimensional Scaling
I t  i s  a te c h n iq u e  a p p l ie d  t o  measure the  consumer r e s p o n s e  f o r  
brands in the  c o m p e t i t iv e  market environment. The v a r i a b l e s  f o r  
m u lti -d im ension al  s c a l i n g  (MDS) i s  a s e t  of p ro d u c ts ,  p r e f e r e n c e s  
of consumer, brands,  companies and the r e l a t e d  d a t a .  As r e g a r d s  
th e  d im e n sio n a l i ty  in m a tr ix  the  number can be two o r  more. The 
g r a p h i c a l  p r e s e n t a t i o n  o f  MDS i s  d e s i g n a t e d  a s  " P e r c e p t u a l  
Mapping".

Based on t h r e e  ap p ro ach es  th e  impact of  brands,  a d v e r t i s e m e n t s  
and consumer b eh aviou r  can be measured. These methods a r e  more 
l o g i c  o r i e n t e d  th a n  more numeric r e s u l t s .  Hence measurement  
r e s u l t s  l a r g e l y  depend on i n t e r p r e t a t i o n  f o r  f u n c t i o n a l  use .
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MILK VITA ICE CREAM

The Regisirar of G»opcraiives was happy lhal ihc Bangladc:>h Milk 
Produccrji’ Coopcraove Union Lid (BMPCUL) had an iniegraied sys­
tem of collccung milk from its members and n»arkciing ihe processed 
milk and milk prod icu> m urban arca.s. He was aware ihai BMPCUL 
had been providing in eflicieni production support to the milk produc­
ers. Though one of lie  largest and successful cooperative efforts in the 
country, the BMPC JL had however been facing some problems. The 
registrar was concemcd as to how the profitability of the dairy coop- 
erauvc could be improved.

The government of Bangladesh had decided in its First Five Year 
Plan (1973-1978) to strengthen its dairy uidustry through cooperatives 
by collecting milk from 500 and odd village level milk producers' 
priinaxy societies located in Pabiia, Manikganj, Tangrail and Faridpur. 
To achieve this objective a project was formulated. The project envis­
aged: (a) purchase of milk from individual farmer members twice a 
day against cash payment; (b) transporting it io chilling centres at 
Faridpur, Manikganj, and Tangrail. and (c) transponing the chilled 
milk by insulated road tankers to the dairy plants for processing, 
packaging and marketing. Besides the sale of liquid milk, the milk 
was also to be converted into various products like full cream milk 
powder, skimmed milk powder, butler, ghee and ice cream, and mar­
keted under the bran l̂ name of Milk Vita, (sec Exhibit 1 for historical 
(ietails).

The General Manager of BMPCUL was also proud that his organ- 
isauon was like a mini Amul and had successfully encouraged milk 
producers to produce and supply more quantity of milk to their village 
cot>|x..aiives. The support services extended by the BMPCUL to its 
member producers included animal breeding, mobile veterinary facili- 
ues, feed and fodder devekipment programmes, cxiension activities 
for better animal husbandry, regular coilrcuon of milk and remunera­
tive prices. The BMPCUL had registered m  "npressive growth in
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Exbibii 1 
H ictoryorM tlk  V IU

Before the panition o f India, one Indian firm had brought in 194S dairy 
laachinery from Ausm lia to tct up a dairy industry. The machinery, however, 
could not be installed as the owners had left the country during paniuon. I hc 
locked factory remained under the custody oPthe district authority till 1952 when 
late Rahman exchanged fais properly in Calcutu with this factory. Rahman insiaJled 
the macMncry and started production urtder the name o f Mjt Eastern Milk Products

RoUer dried baby food and butter were the first products marketed by the 
oooipany in 1954 under the bnnd name of Milk Vita. Condeiued milk was intro­
duced in I9S8. Spray Drying Plant was commissioned in 1963 and production of 
spray powder started in the same year. Rahman also brought front Denmark new 
machinery on loan from the banks, but couid not instal it till 1967. In the mean­
time, at his own initiative, he organized the first milk producers cooperative in 
1965 and registered it as Eastern Milk Producers Cooperative Union Ltd 
(EMPCUL). He handed oVcr the entire factory to the EMPCUL. I'he then liast 
Pakistan Government planned to modernize the factory by investing T K  48 lakhs, 
but could not implemeru iu  plans successfully because of shorugc of funds. Alter 
liberation, the fibvemment o f Bangladesh approached UNDP and the Danish Guv 
emmeni to strengthen the dairy industry on a cooperative basis. A  survey on milk 
potential was carried out in 1972 in the milkshed area and a project o n " Coopera­
tive Dairy Complex'* was prepared and approved by the government in 1974 lo: 
(a) ensure fair prices to milk producers; and (b) supply wholesome milk lo urban 
consumcn at reasonable prices. The EM l'C U L was renamed as Bangladesh Milk 
Producer’s Cooperative Union Ltd (BM PCUL) and live dairy plains costing TK 
t,i3S lakhs were installed during 1975 to 1977. These plants included : (t) pas­
teurization and poking o f liquid milk, ice cream at Dhaka (capacity : 60,000 Itrs/ 
day); (ii) chilling cenire at Manikganj (capacity : 10,000 Itrs/day), (iii) chilling 
ocauc al Tangrail (capacity : 10,0(X> Itrs/day; (iv ) pasteurization at Fandpur (ca­
pacity : I0,(X)0 Itrs/day); and (v ) powder and butter plant at Bajhaburighat (capac­
ity : 50,000 Itrs/day). (Source: Handbook on Milk Production, Compiled by 
AXM -Sayem , BMPCUL, 1986).

lenns of membership and milk coliecuon (see Table 1). In addiuon, ti 
had established a funcuonal network of retailers to distribute its niilk 
and milk producLi. Liquid milk was distributed by the nkshaw-van 
cooperative society. The GeneruJ Manager constantly kept waich on 
the cost figures. He was painfully aware that not all tlie products made 
profiis. His analysis reflected that while products such as icccrcam, 
buuer, and flavoured milk conuibuted lo the profit; liquid milk, lull 
cream milk powder, and skim milk powder were losing items (see 
Exhibiu 2 and 3). He fell that the government policy was rcspoiisibilc 
10 some extent for the k>sses. In India, for example, the urban con-



Sumer is subsidized, bui the producer is paid ihc adequate price. The 
BM PCUL does not receive any subsidy. Furihermorc, free imports o f 
milk producis are allowed and ihe BM PC U L cannot compete with the 
importers. The yield levels o f milk producers arc very lov  ̂ and one 
has to invest sizeable resources lo increase their production. On an 
average T K  8 are paid per Hue to the producers. Additional T K  5 are 
required for transportation, processing and packaging. The selling 
price cannot be more than TK  I I .  Therefore, on an average the 
BM PCU L has to loose T K  2  per hue. He was happy to k a m  that the 
govcrnmeni was planning lo introduce a comprehensive dairy devel- 
upment policy lo boost the local production with a view to make the 
counuy self-sufficieni in milk production.

Titble 1
Growth In Mcmbcrvhip 4nd Milk C'tiiltcilofl
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Y e a r N u m b e r o f  

i o c i e i i c i

N u m b e r o f  

m e m b e rs

M i l k  c o l lc a io n  

t l i r i )

HI74-75 132 49K4 3630990
1975 76 139 6«29 5032146
1976-77 162 ,98«7 8483094
1977-7H 187 14989 8121384
I97H 79 195 17725 8228237
1979-80 200 21401 9823814

In the mcanumc, he the ughi ihc BM PCU L has to conccniraic and 
siudy carclully the profii-indking iiciiis. Butter, for example, had be- 
cumc a pront/ible item when tiic guvcrnincnt had banned the imports 
of butter. Butter consuinpiion had peculiar characteristics and had 
close a.S!iociauon with the iiicreasc in the living standards. Therefore, 
It posed diMiculties to plan its growth or profiuibility. Icecream, on 
the other hand, provided factors which could be controlled and ma- 
nipulaicd for profit earning Compaicd to any other item the profita- 
biliiy of icecieam  was qui c  high. He was wondering whether ice­
cream providul sco()e for further expansion and increase profitability. 
The pKH luct wise sales pattern for the la^t 12 years is given in Exhib­
its 4 and 5.
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ExtaU>ll4
RangUdeali Milk Producer’* Cooperative Untoo Ltd  

Product-WUc Sale* SUIemcisI (!■ QuanUly)

Year L iq u id

Milk
(laUu
I t n )

Buna'
(Thou-
M n d

lb .)

G hee

(Thou-
u n d

Ic c

C re a m

( I h o u -

SAJld

It r s )

FCMP
(Thoo-
u tn d

lb .)

Ravoured
M U k

(Thou-
MUld

pacieu)

Cream
(TlKHl-
la i td

lb .)

1 9 1 4 - 1 S 1 9 9 3 7 9 2 3 6  1
(1 0 0 (1 0 0 ) (1 0 0 ) >

1 9 7 5 -7 6 4 7  2 2 8  7 - -- 84.1 - -
(2 3 7 ) (7 6 ) (3 6 )

1 9 7 6 -7 7 5 9 .2 7 4  9 - - 1 5 8 .0 - -

(2 9 7 ) (1 9 8 ) (6 7 )
1 9 7 7 -7 * 7 8 .6 131 I - 30.1 3 7 9 .9 -- 0 .9

(3 9 5 ) (3 4 6 ) (1 0 0 ) (1 6 1 ) (1 0 0 )

1 9 7 S -7 9 7 0 .0 136.1 - 6 1 .4 4 8 2 .6 - 0 .4

(3 5 2 ) (3 5 9 ) (2 0 4 ) (2 0 4 ) (4 4 )
1 9 7 9 - M 7 7 .7 1 48 .7 - 6 3 .4 3 6 2 .7 - 1,2

(3 9 0 ) (3 9 2 ) (2 1 1 ) (1 5 9 ) (1 3 3 )

I9i0-Sl 1 0 2 .0 170.1 - 7 i 6 3 7 4 .7 10,0 4 .0

(5 1 3 ) (4 4 9 ) (2 4 1 ) (1 5 9 ) (1 0 0 ) (4 4 4 )

1981-«2 7 9 .3 7 6 .0 - 7 8 .8 3 6 2 .9 189  2 0 ,4

(3 9 8 ) 201 (2 6 2 ) (1 5 4 ) (1 8 9 2 ) (4 4 )

19S2-S3 7 8 .8 1 5 3 .2 - 7 9 .5 4 0 7 .4 2 5 4  0 3 0

(3 9 6 ) (4 0 4 ) (2 6 4 ) (1 7 3 ) (2 5 4 0 ) (3 3 )
19S3-M 7 2 .5 2 3 6 .4 19.9 7 0 .9 1 60 .0 3 5 0 ,8 6 ,3

(3 6 4 ) (6 2 4 ) (2 3 6 ) (6 8 ) (3 5 0 8 ) aoo)
19M-it5 61.1 157  0 3.4 5 5 2 1 0 .0 3 7 5  5 5 .7

(3 0 7 ) ( 4 H ) (1 8 3 ) (4) (3 7 5 5 ) (6 3 3 )
1 9 * 5  8 6 5 6 .3 2 94 .1 2 .9 63.1 17,3 5 3 0 4 9 6

(2 8 3 ) (7 7 6 ) (2 1 0 ) (7 ) (5 3 0 4 ) (1 0 6 7 )

Samrct: Oau provKled by liie BMPCUL
F ig io u  i«  paie iuboa uutacaie an lodex.

The icecream offered some unique advantages and potentials. In 
tenns of prDtiiability, against a retail pnce of TK 48 per litre, its cost of 
pcoduaion was only TX 30. Its cost structure was as follows; 

C a a o fm ilk  7.40 TK
Sufar and otfaer ingredienu 1.32 T K
Co«t o f pacJanc 2.20 T K
FUed and icini fixed out! 12.161'K
S elk n  comauuuw 7 00 TK

Total CUM 30 2« TK
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Exhibit 5
B«agta<ksto Milk Producers Cooperative Unloii Ltd 

Y « » r  with Setlinx Frlc« mmI S«1c Value

(Saie< Value in lakhi TK )

Year Liquid Butler Ghoc Ic c  Cream KCMP Flavoured Gleam Total 
Milk P e i lb per kg Per lu P a r lb Mtlk Per lb Salet 
Per Icr per packet lalUu

TK

PI*
1 9 7 4 -7 5

V

4 .0 0

7 9 6

2 0 .0 0

7 .6
- - N .A . - N j V

8 7 .2

P 4 .5 0 2 0 .0 0

1 9 7 5 -7 6 - - N .A . - N .A .

V 2 1 2  4 6 9 2 1 9 .3

P 5 .0 0 2 4 .0 0

\ < r i6 - n - - N .A . - N .A .

V 29600 18 0 3 1 4 .0

p 5 50 2 4 .0 0 12 0 0 1 6 .0 0 1 2 .0 0

1 9 7 7 -7 8 - -

V 432 3 31.5 3 6 6 0 .8 0.1 5 2 8  3

P 6 .0 0 2 6 .0 0 12.00 1 9 .0 0 i z o o

1971^-79 - -

V 420 0 35 4 7 4 9 1 .7 0  0  5 5 5 4 .5

P 6 50 2 7 .0 0 12 0 0 1 9 .0 0 20.00
1 9 7 9 -8 0 - -

V 4 t)6  2 4 0  I 7 6 6 9  0 0  2  583.1

P 6 7 5 3 0 .5 0 1 7 .0 0 1 8 .0 0 3 .0 5 2 0 .0 0

I9 8 0 -H I -

V 6 8 «  5 51 9 12 3 6 7 .4 0 .3 0 .8  8 2 1 .2

P 7 0 0 3 5 0 0 1 9 .5 0 2 0 .0 3 .0 5 3 Z 0 0

1 9 8 1 -8 2 -

V 5 5 5  I 2 6 6 15 4 7 2  6 5 8 0.1  1 75 .6

P 7 .5 0 4 0 .0 0 2 4 .0 0 2 4 .0 0 3 .0 5 3 Z .0 0

J 9 « 2 -8 3 -

V 5 9 1 .0 ^ 6 1 .2 19 .0 9 7 .8 7 .7 IJO 7 7 7 .7

P 9 .0 0 4 5 .0 0 1 2 5 .0 0 32.0U Z 7 .0 0 3 .0 5 4 a o o

1 9 8 3 -8 4

V 6 2 5  5 106 .4 24.9 22.7 4 3 2 10 .7 2 .5  8 3 5 .9

P 1 0 .0 0 5 5 .0 0 1 3 5 0 0 4 1 .0 0 2 7 .0 0 3 . iO 4 S .0 0

1984  8 5

V 611 0 0 86  4 4 6 2 2  6 2 7 14 3 1 6  7 4 4 .2
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P 11.00 64.00 140.00 41.00 2S.00 4.0S S3.00
lM 5 -«6

V  619.3 1M.3 4 > 25.9 4.3 21.5 5.3 868 7

P - M o t .  V . V a l a e w U k t e T K .  N A  •  N o i  ^ v a iU b te

The hot and humid climatc provided an ideal environment for a 
ttUanl liking for icecreani. Low level of consumpuon of icecream 
was not as much a function of low purchasing power as the Uck of 
easily accessible selling points. Drinking of fiesh milk for nutritional 
intake of food was not greatly valued as a majority of the population 
coatumcd animal souice-based proteins and diets. The BMPCUL on 
the other hand sold a major portion of its production as liquid milk 
and converted only about 1 per cent of its milk into icrcream. To 
increase ihe demand for milk, it had. in fact to undertake special 
promotioB programmes (aee Exhibit 6).

£xbU>l(6
P r w n t t w l  ElTorto to PopwUrlw CooMmpUoo of Liquid Milk

Tke dkfuty ■ ■ a ^ rr  for puhlic reUtioiu and pUnoing mdicaies Uiai Utough a 
lo u g  peppoerioe. it miM be recogautd ttuu 70 per ceot of our tevcnue comes 
bvm Mdfmd rniik aad promodonal prognmmc planning ha> to be on that baiu. Qur 
baac Milwg poiwa are on freatuiew and nutrition.

At pm  o f ouUt promotion, the marketing divinon aljo undenakei activities to 
f f t n i i T f  the iapotuacc.of freah milk. One of the approache* had been  to work 
om $ekoci gfoing ctaldica a« a potential target. School v in u  are organized to ihow 
video prognwswa oa how milk i* collected, ptooeawd and marketed. Sample* 
■•let me caoied oM. Special time tablet for the lue of tchool children are prepared 
aad dtamboted widely wiUi a meatage deacribuig milk ai the ideal food. A  lample 
mrmtur aom ally propagated ia given below.

“ For anaad health a human body need* food which contains calcium, v iU ' 
■liaa. inm. bu , praieia etc. A ny nutritional deficiency can lead to weakness and 
Tknna* If  d<6 «ient in protein, your muscles become weak. Vitamin A deficiency 
CM kead lo hhariaras Babtea suffer from nckeu i/ defioent in Viuunin 0  or 
cakauA. V i — i i  and protetiu play a vital role m human body. Only milk contains 
all kiadi of vttawuta. mincnla and protein. Milk has 85 different types o f nutrienu.

. sailk u  icyarded aa the ideal food. Lactose which heips sharpen your 
t it only in milk. Therefore, if  you don’t drink milk, you may

mat 4o wall ia u r t t r t  Ultimaiely the nation will sutler.”

The icecream also offered compatibility with the highly popular ' 
Mil drinks. The 100 cc icecream cup of Milk Vita cost only TK 7 
which was very close lo the price of a bottle of Pepsi G>la. Soft dnnks j 
had a very dense network of distribution. '



Another advantage with itte icccrcam  was the relative lack o f 
strong competition. While imported milk powder and other products 
staged a severe competition with the BM PC lTL's products, there was 
no possibility o f imporung icecrcam . Igloo, a local brand o f icecream, 
offered some competition, but its plant was located in Chittagong and 
it had transport problem. Dhaku, on the other hand, with ils more than 
four million growing populauon, offered a greater potential.

BM PC U L marketed only three vaneues o f icecreams: vanilla, 
chocolate and suawberry. It had production technology and krtow- 
how availabk: to introduce many more varieties.

Production of icecream w.i.s not a part o f  the original project plan 
o f the BM PCUL. Some ol the o lliccrs including the additional general 
manager had insisted on making a provision for icccrcam production 
as ii was a profitable line o f business and had an excellent future. I 
Though the project was initialed in 1974, the actual production o f 
icccrcam began only in 1977-78. Neither a market survey was carried 
out our any feasibility report was prepared. The organization did not 
have any expericncc or idea ol icecream marketing. The executives 
learnt about icecrcam markciiiig the hard way only over a period o f 
time. None had any technical u^aining in the business. The existing 
product range was introduced right from the beginning.

The story on the development o f the disuibuuon channel was not 
available. A person in /olvcd in the initial years had left the organiza­
tion. A need was how.-.vcr felt to get deep freezers either on rental or 
on hire purchase basi^ to develop the channel. The experience with 
die rental basis was not very satisfactory as the retailers did not pay as 
much attention to maintcnaiice and care o f the machinery as the retail­
ers who thought o f ii tJirough hire purchase. Retailers having their 
own freezers were al.'.o given the reuilership. These retailers, how­
ever. also stocked tlv  product o f compeutors. The performance of 
rcu ile is  can be seen rom various angles. Some of the performance 
speed ic paraincu:rs on a sizeable sample o f retailers arc given in 
Exhibit 7. Both profiuibility as well as the adequacy o f nurgins cun be 
woiked out by basic infoniuuoii given in Exhibit 8. The selected 
retailers were mostly in tlie business o f confectionary and general 
^lorcs and had their ou lets in residenual localiues.

PrtnJuciion capati y r<;ix)ricdly was not much o f  a problem. The 
plant had a capacity it produce 3()0 hues of icecrcam per hour. It all 
depended on how many hours the plant was to run. It was possible to 
operate the plant in three shilLs. When not used for icecream making.

Milk Vila Ice Cream 111



The icecream also offered compaubiliiy with the highly popular 
«oft drinks. The 100 cc icecream cup of Milk Vita cost only TK 7 
wliidi was very close lo the price of a boule of Pepsi G)la. Soft dnnks j 
had a very dense network of distribution. '
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EstalbMT
PraAlc of tkc R rta a m  lw v l i «  Uteir own Deep Frceurs

Locality Type of Type of 
code locality t>ii»inr.M

Type of 
biuineM 
tunounding

Annual Sale of 
icccream (T K ) in 

1985-86 1986-87

1 4 K C M 10422 22297
2 4 R C A - --
3 14 R CG H 17447 20592
4 4 R C A - -
5 3 R C 11 --
6 5 R C LC 520
7 5 S C S -
s 11 S C M 21603 33640

12 1 D C 5t4 -
10 12 R1 C 1 ■- -
n 5 S s C - -
12 5 R C R - -
13 11 S c M -
14 11 S c M - --
IS n S c M -- -
16 SC G M --
17 1 RC G S 14890 21411
IS 1 RC C S 324 50 26940
19 1 RC O S 53730 49138
20 1 RC G S 6090 16139
21 1 RC G s -
22 1 RC C s 15561 26684
23 I RC G s 3746
24 1 RC G s 18006 29936
25 1 RC G s 1712 -
26 1 RC G s 17259 35031
27 1 RC G s -- -
2S 3 R C s n o i l 11094
29 4 R C B - -
M 14 . R C B 30937 27968
31 14 R G B 5100 -
32 1 RC C S 23058 20090
33 14 S G C - -
34 7 S G M - --
35 3 R G S - -
36 3 RS G S 46464 35533
37 3 RS G M - --
3S 7 S H M - -
39 1 RC G M 43121 43322
40 14 RS C S -
41 14 RS G M - --
42 6 R C M -- --



and ikaU Uteir ou lets in rcsiOcnual locaJiucs.
PuHlucuon capaci y ri^poricdly was noi much o f a problem. The 

plani had a capacity u produce 300  hires o f icecrcam per hour. Il ail 
depended on how n\aivy hours ihc plani was lo run. It was pos&ible u> 
operate the plant in three shilus. When not used for icecrcam making.
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K e ia i lc r  L o c a l i t y  T y p e  o f  ' l  y j'C  o f  

n u n i tx r  c o d c  l o u t l i l y  b tu m c is

T y p e  o f  

b u :u ne *s  

ûnouiuling

A n n iu J  S a le  o f  

ic e c rc u m  ( T K )  in  

1VH5-H6 1 9 8 6 -8 7

43

44

4 5

4 6

47

4 8

49
5 0

51

52

53
54

55

56

57

58

59

6 0

1
14
9

5

1
14
14
8

14
I I 

I

9

3

4
3
4 
3 

8

RC
K
K
R
k C

SI

SI

R
K
K
K C

K

K
R
K
R
R
R

(
(
<
a
G

c
c
o
c
c
N

c;
G

G

D

G

G

G

S

M
M H

R
S

I 

1
II
C

M

S
b

B
M
M
M
B
il

4 3 6 4 4

2 3 2 5 3

2 9 8 1 8

9 0 0 5 8

9 8 8 9

2 4 0 9

4 4 4 0

1 32 0  

8811 

2001

4 5 0 7 4

2 5 7 7 7

2 3 3 9 3

6 2 4 8 2

2 3 2 5

9 0 0

3 1 1 6 7

3 8 7 6

130 4 5

4 9 1 0
61 3 R G M 145 9 4
6 2  3 R c. 1. 4 5 0 8
6 3  3 R G M 9 6 1 5
6 4  3 R G M 2 1 3 6 2
6 5  5 RS C f S 8 7 6
6 6  3 R G M 10951
6 7  14 R C S 3 1 1 2

N o ie ;-

L o c a l i iy  C od e T y p e  o f  L o c a l i ty B u s in c M  C o d e

1 s  G u l* tu u i R s R es ide  lu ia l G s G e n e ra l S to ic
2  »  P o a * S a S lM > p p iit|t/C o m in e ic ia l C = C o n fe a io n c r y
3 s  D h k n m o n d i H s H o te lw C lu b f
4 =  M ir p u r o s O f f ic e S = .S u iio n e ry
5 s  M o u jh e e l c m C a m  p u t . B s S n a c k  bar
6  »  G a n d a n a b d u c a iio n a l I =: l iu u tu u o n a l
7 = N i lk h c i D ip lo m a i ic D s D c p a n m e n la i u o re
8  M  A a m p u r 1 m I n d u t in a i N » N e w s p a p e r U io p s
9  =  K tu lk .h c i W a W h o k a a le n

10  = J u r « in

11 =  M aghtM U U i

12 > H a tk h u U

13 z  N a y a p a J ia ji

14 s  O h a t
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M
A
S

Code

L «  In iheU ne
R -  Near Railway 

Near School. School H =  Near H o m o  
Em tewy ctc.

C «  Shopping Cooiplcai 
E «  Near Bui Mop 

NearPailu

PraAk o TUm  R r t i lk f i  kavtag B M P C U L Deep freezers

Locabiy Type of 
code locabiy

Type o f Type of 
busineu 
surrounding

Annual Sale of 
Icccicam (T K ) in

1985-86 1986-87

31022 13286
5295 576

48319 50996
16388 21975

16313 2211
6278 -

56466 45577
20002 15126
11009 17725
33498 15244
60364 48646
24126 28086
2165 -

23068 26317
5413 -

105858 124184
29739 32783
31Vi6 40857

47554 31472
13590, 15905
43477 51498
32353 33668

11913
5618 -

39216 20844

60189 38920
108162 135664
13871 20819
29205 17234
2451 -

1
2
3
4
5
6 
7 
t

9
10 
11 
12
13
14
15
16 
17 
It
19
20 
21 
22
23
24
25
26  
27  
2*
29
30
31
32
33
34
35

4
4 

14 
14
3

3
3
3

14
1*.
14
7
3
3

14
14

1
1
1

I I
11
11
11
I I
5 
5 
3

3
I
3

14
14

R
R
R
R
R

G
C
G
G
G

CLOSED  
R 
R 
R 
S 
C  
C  
S 
S 
R 
R 
C  
RC 
RC 
RC

G
G
G
OS
H
B
G
C
C
G
C
G
G
G

CLOSED  
R 
R 
R 
R 
R 
R 
R 
R

G
C
C
G
C
C
C
C

d jO S E D  
R 
OS 
R 
R 
R

G
G
C
G
C

B
M
AM
AM
L

L
M
M
S
P
P
C
M
M
M
HS
SC
SC
SC

M
M
C
S
M
CS
CS
CS

A C
S
M
C
M
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Reutter
■uinber

Locabiy Type of 
code locaUiy

Type of 
tiwinrM

Type of
hwilllfMIt
•unooadiag

A m ia & a e o f  
icecnaai (T K ) ia

1985-«6 19«647

36 3 R G M r m o 29931
37 14 R C L 37692 37636
38 12 R C A 16777 19732
39 12 R C M 40051 49253
40 14 R CS S 20768 —
41 14 R C M 19441 12269
42 3 R C L 9405 10776
43 14 R C C 60861 259S4
44 U R C M - -
45 3 R C L 26244 23942
46 13 R 0 A 33104 26S&2

47 3 R C L 15390 3943
48 11 R G L .. —
49 1 RC 0 C 41260 35054
50 3 R 0 M 22984 12S53
51 5 R W MC 32509 14292
52 11 R G L —
53 •- CLOSIiD - -
54 3 R C M — —
55 - O jOSED _ —
56 - CljOStiO - — —
57 1 RC G C 21976 65545
58 — CLOSED - —
59 11 R G L —
60 14 R G M 34S42 35269
61 1 RC G C 46492 *7077
62 3 R C M 4055
63 - a x )«a v > - - 576
64 4 R C L — —
65 4 R G L 5220 S76
66 — O X tS E D - — —
67 — m riK B n - — —
68 1 RC G C 36255 37t22
69 8 R G L —
70 3 R C L 12130 6290
71 _ CLOSED _ — —
72 3 R G M 56466 4557S
73 7 S B C 1025
74 5 R G L —
75 3 R G L 9t7 —
76 — CLOSED —
77 — O jQSED —
78 13 R ( L 13590 15905



30 — — —

31 3 R C A C 6 0 1 8 9 3 8 9 2 0

32 I CS G S 1 0 8 1 6 2 1 3 5 6 6 4

33 3 R C M 13871 2 0 8 1 9

34 14 R G C 2 9 2 0 5 172 3 4

33 14 R C M 2451 -

116 Agribusiiuu Cooperatives

Rcuilw Localuy Type o f  

code localuy
Type o f

bUSIACAk
Type o f  

btuinew 
tuirounding

Annual Sale o f  

iccctram CfK) in 

1 9 8 5 -8 6  1 9 8 6 -8 7

7 9 12 R c M

•0 4 R G M 2 4 9 6 0 2 1 9 1 0

t l 1 R C D M 4 5 9 0 4 5 5 3 3 8

S2 14 C C HS 744 --
S3 1 R C D C 19643 122 7 3

Rjcuil mo 46 oowanl* froczcn on iMUlmciu basu; picvioui onei on rental butt.

Exb ib it«
BaceU dnh Milk Producer* Union LUL 

ParticuUr* M b o u t  D e e p  F r t t x t r t  o f l l J S  C F T

C o M o f  a  l U  C F T  O e c p  F re e ze r T K  2 2 0 0 0

A v c n 0 (  M o a t ld y  h l e o n a i y  E xp e nse s T K  100

T K  1100

a. I f  M c d  o a .'y  f o r  1 l u  p a ck 110 packs

h . I f a M M lo it ly  fo r  l / 21u p « i : k 220 packs

c  I f  aaed  o iU y  fo r  c u |w 1000
4L I f  aaed o a iy  fo r  cJK W o tM n 1500

T m tt M d  o o a d i i io M :  io io a l  d o w n  p a y m e n t T K  5 5 0 0  p lu s  T K  2 0 0  p e r  nM>mh t i l l  

i o u l  m m o m m o t T K  2 2 0 0 0  u  le c o v o o d .

tbe pUnt was used for iis regular funciion of processing liquid milk. 
TbeiPcfoie. ib ac was no possibiliiy ihat manpower remained idle when 
icecreafli was dm  manufactured. The plant also had a large deep 
freeze storage capacity. Icecream in fact was not produced every day. 
The liquid nulk was the main product and not the icecream. Icecream 
filing and pacling was nKwUy done manually, which sometimes re- 

* is  productKW vanaiion. The plant offered flexibility not only to 
piodHce Ike r.«i«iag range, but wtdcn the range, with the addition of 
•OMeequipBeat

Pioduction consirainu ntainly included occasional shortage of 
w a r  of the ingrediems and raw materials except milk. Vanilla, 
cfcoroiair. and cuawbcfiy ingredients were imponed. Production was 
aoiftim es ltanpei'<.:d because o f import problems. Sorting the prob- 
lems involved handling a chain o f bureaucratic requuremenu which 
look lime. Plastic cups or spoons were produced in the country, but 
itie plaiuc cup manufarturcrs did not supply the cups according to the
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approved samples and it h id alfecicd producuon. Somcumes, the 
price o f sugar fluctuated widely making it difficult to prcxluce ice­
cream within the normal c >si ran^c, but all these problems were 
temporary in nature and could be haiidled with proper plannin({. While 
icecream could technically Ik- stored for four to five months if one had 
storage capacity, the plant nonnaily did not store it lor more than one 
month. The BM PCUL preferred to tc cp  a stock for 10 to 15 days all 
packed and ready to sell.

Transport o f icecrcam vas also not a problem. The plant had 
three disuibuuon vans which could carry 1000 lu o f icecream each to 
any part o f the country. £a>.h van cost around TK 6  lakh and were 
imported. Salesmen collecu^l the orders from the reuulers aitd deliv­
ered them their requirements by following a pre-fixed route.

The pnces o f icecream por Itr for the retailers have been changing 
over ume as follows:

TK

1979-80 12
1980-Kl 17
1981-82 19.50
1982-83 24
1983-84 32
1984-85 41
1985-86 41

The pnces were deiermined by looking at the prices o f  the com ­
petitors. It was difficult to say lo what extent the changes in the priccs 
influenced sales. Product-wise, year-wise and month-wise sales o f 
icecream are given in Exhibits 9  to 13.

Since liquid milk accounted for a larger share o f revenue a larger 
portion o f promotional budget was spent on it. There was no specific 
budget allocated for icecream promouon as such. The total budget for 
1986-87 was TK  10 lakhs Because o f  a limited budget for individual 
products, the variety-wise promotion in icecrcam was not carried out. 
Only two 10 three years ago tiie budget for promotion was doubledl 
from TK 5 lakhs to TK  10 lakhs. The promouonal strategy was de­
signed in consultation with the marketing department and the advertis­
ing committee consisung of addiuonal General Manager, FAO project 
represenuuive. Deputy General Manager and managers o f finance, 
markcung, and public reiauons (See Exhibit 14 for details on promo­
tion).
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ExlilM (9
B w ito d e *  MHk Producers UBkm U d . 

M oolM y Saks S u u n ia l  ct Vsn ilU
(Sales in Unit)

1986-S7

1 lir m itt Cup* I llr

1985-86

1/2 lir C u p s

M y

Se^
OcL

O k .
Jm .
Feb
Umtk
AftU
May

1563

1768
1180
1081
1123
82S

1038
U9S
140S
W 3

MM

979
108S
1116
792
641
435
252
577

1030
1027
726

computed

7150
8582
7318
4059
5955
2917
1453
3779
6019
7411
1988

1178
1395
1729
2267
1072
390
698
593

1609
1926
1601
1760

848
1043
1432
1401
495
231
359
292

1218
1061
1041
1128

7259
9319

10226
10745
4013
2387
2UK3
3828
7958
7803
5414
8392

Total 142p9 8660 56631 16218 10549 79427

1984-85 1983-84

Joiy 1381 1018 1937 3182 1229 15499
August 1611 878 11737 2151 1240 13598
Sc^ 1285 835 9045 2068 1192 14170
OcL 1712 1174 11199 1989 1374 11862
Nov. 94S 786 8032 1112 616 5960
Dcc. 745 278 1756 1120 606 3099
Jaa. 726 425 3275 990 489 3289
Feb. 993 561 4389 1372 858 5057
Mjrck 1351 989 8000 1763 1206 10688
Aptil 1689 999 7829 1896 1408 11817
May 1258 804 6775 1404 766 2795
Juae 1255 988 11227 1422 1085 1986

Total 14955 9735 85201 19469 12069 101820

1982-83 1981-82

July 2202 1484 12037 2472 2806 17951
A i^ M t 1933 1395 13779 2400 1391 12284
Sep. 2440 1448 13524 1920 1468 14028
OcL 1961 1322 13179 2335 1087 1338
Now. 1148 778 5226 1318 913 7128
Dec. 947 580 3177 1248 690 3079
Jaa. 905 5741 4064 1468 428 4516
Felx 1046 642 6223 2071 1190 8469
Marck 2363 1581 12865 1504 95J 7677
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April
May
June

1999
2052
1863

1431
1520
1480

16239
12724
11768

3072
?M 7
2034

1957
1517
1319

12800
13154
9672

Toi»l 208S4 1432 i 124895 24509 14999 124139

Exhibit 10
BasglMtcsh M ilk Producers Cooperative Uuioa U d .

Monlbly Sm|«* State mcnt o f  Sirawbcrry
(Saks in wuu)

19.6-87 1985-86

\  lu i r .  I l l Cups 1 lu Mkr Cups

July 24S 220 432 510 395 2640
Aug. 410 320 1920 285 350 133j8
Sept 245 185 672 510 500 2016
Oa. 290 140 336 565 465 1536
Nov. 165 161 1008 145 100 672
Dec 145 70 144 55 66 192
Jan. 12( 40 - 87 460
1-eb 210 100 3J6 80 40 864
M vch 270 290 124H 200 300 2016
Apnl 190 2AS 1248 - 290 1248
May 175 180 -- - 495 1152
June - Not Sow- - - -- 380 2528

Total 2465 1951 7344 2350 3486 16662

1984-8S 1983-84

July 560 41 1 523 556 7086
Aug 495 210 672 680 411 2976
.Sep. 405 346 3024 857 538 4320
Oct. 455 408 ^N.V2 618 348 3496
Nov. 400 36 H 2176 397 150 1028
IX *. 80 30 6 :4 241 115 833
Jan. 105 40 \S4 2H0 95 1056
l-cb. 225 130 1 I52 520 263 1264
March 300 250 I 144 570 470 3488
Apnl 481 360 1208 630 496 3330
May 280 230 1344 270 IHO 4706
June 375 305 2016 445 316 -

Tulal 4080 3093 16816 6031 3938 33583



J u ly 2 2 0 2 1 48 4 1 2 0 3 7 2 4 7 2 2 8 0 6 17951
A n g H i 1 9 3 3 1395 1 3 7 7 9 2 4 0 0 1391 1 22 8 4
S € f . 2 4 4 0 1 4 4 8 1 35 2 4 1 9 2 0 1 46 8 1 4 0 2 8
O C L 1961 1 3 2 2 1 3 1 7 9 2 3 3 5 1 08 7 1 33 8
Nov. I M S 7 7 8 5 2 2 6 1 31 8 9 1 3 7 1 2 8

D e c . 9 4 7 5 8 0 3 1 7 7 1 2 4 8 6 9 0 3 0 7 9

W 9 0 5 5741 4 0 6 4 1 46 8 4 2 8 4 5 1 6

F c h 1 04 6 6 4 2 6 2 2 3 2071 1 19 0 8 4 6 9

M w c k 2 3 6 3 1581 1 2 8 6 5 1504 9 5 J 7 6 7 7

1 2 0  A g r i b u s i n e s s  C o o p e r a t i v e s

1 9 8 2 -8 3 1 9 8 1 -8 2

i n l y 8 3 0 4 9 6 5 5 4 4 4 7 0 3 9 6 4 3 6 8

A u » . 7 3 5 4 4 2 3 9 4 8 7 5 0 7 2 6 6 0 7 9

S e p . 8 1 5 4 1 7 3 9 4 8 5 90 8 62 604 K

O c L 6 0 5 3 8 9 4 5 3 6 7 8 0 504 6 8 0 4

N o y . 5 0 0 2 1 6 1 9 3 2 3 35 3 18 1680

D oc . 2 4 5 101 1 12 2 3 4 0 131 7 2 2

Jan. 2 6 0 7 5 1 91 6 3 4 6 142 1649

Feb. 3 9 5 181 2 05 1 8 2 0 3 4 0 2 9 4 0

M w c J i 8 6 3 4 1 4 4 0 2 8 4 0 0 341 3 0 2 4

A p n l 7 8 5 594 4 4 9 2 895 563 4 0 3 2

M a y 7 7 5 5 9 7 4 5 5 2 7 8 0 514 3 7 8 0

J u n e 6 9 6 5 1 9 4 7 0 4 575 3 8 7 3 3 6 0

T o u l 7 5 0 4 4 441 4 2 1 7 3 7081 5 22 4 4 4 4 8 6

S o m c t ' .  D a u  ( iro v u te d  l>y B K i6 < X J L .

E x h ib i t  n
B a n g la d e s h  M i lh  P r o d u c e r *  C o o p e ra t iv e  U n io n  L td ,

M o a U i ly  S a le s  S ia te m e n t  o f  C h o c o U U
(S a les  in  u n its )

1 9 8 6 -8 7 1 9 8 5 -8 6
MOMUl

1 l u l /2 J ir C u p t 1 Ur 1 /2 IU C up s

J u ly 6 1 5 4 6 5 2 9 2 8 6 9 0 588 3 8 8 8

A u g . 8 6 5 5 4 5 2 6 8 8 7 25 621 3 9 3 6

S q *. 6 7 5 3 9 5 2 3 5 2 9 3 0 835 4 8 0 0

O o . 5 5 0 3 3 0 1 16 4 1270 870 3 2 6 4

Nov. 5 9 0 421 1 8 6 8 3 2 0 2 0 0 124H

D ec. 4 6 8 2 8 5 6 2 4 2 4 0 196 6 7 2

Jaa. 4 1 5 2 0 0 4 9 6 451 275 9 4 6

F e b . 5 9 5 2 1 0 1 0 0 8 345 2 4 5 1 728

M a c k 8 9 0 7 7 0 2 9 7 6 7 9 0 6 7 0 2 8 8 0

A p i i l 7 0 0 6 3 0 2 0 6 4 8 8 0 795 3 1 6 8

6 6 0 4 8 4 -- 7 4 0 555 2 1 1 2

June - N O T  S O L D ------- 8 3 0 6 0 5 4 0 6 4

T o ta l 7 0 2 3 4 7 3 5 1 8 2 6 8 8211 6 4 5 5 3 2 7 0 6

1 9 8 4 -8 5 1 9 8 3 -8 4

J ir iy 6 0 0 5 5 2 2 3 2 0 1088 9 8 7 6 3 8 9

A ^ k - 6 7 5 4 1 0 3 6 5 2 1075 5 06 5 2 8 0

S c | . 6 3 0 4 9 7 2 1 9 5 9 6 2 643 4 1 7 0

O o . 9 2 5 5 2 6 3 7 6 0 1074 6 8 4 4 69 4

Nov. 7 2 5 593 4 1 4 4 6 8 2 342 1704



1 JHM J /U 4 /U 3 4 8 8
A p n J 481 3 6 0 1208 6 3 0 4 9 6 3 3 3 0
M a y 2 8 0 2 3 0 1344 2 7 0 180 4 7 0 6
June 3 7 5 3 0 5 2 0 1 6 4 4 5 3 1 6

T o ia l 4 0 8 0 3 0 9 3 1 6 8 1 6 6031 3 9 3 8 3 3 5 8 3
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D e t.

Jan.

Feb.
M u c h

A p r i l

M »y
June

305

170
3 5 0

7 7 5

6 5 5
6 2 5

575

85
HO

200
490
5V7
3H5
620

V12 
4 HO 

2 4 4 8  

3 8 4 0  

3 7 4 4  

2 4 0 0  

3 6 4 8

4 9 8

4 7 0
9 3 0

9 0 5

9 4 5

3 9 0

7 7 5

197

186

3 0 0  

6 3 3  

6 9 0

301 

6 0 0

1 8 0 8

1 5 5 2
1984

4 5 9 2
4 7 1 6

T a u l 6 9 1 0 5035 3 3 5 4 3 9 7 9 4 6 0 6 9  3 6H 8 9

1 98 2 -8 3 1 9 8 1 -8 2

J u ly 1257 6 8 8 5 7 1 2 1050 7 6 0 4 7 5 0

A u g . 1 16 5 6 25 3 8 6 4 6 7 0 6 3 5 3 7 8 0

S e p , 1014 4 8 2 4 7 8 8 6 8 0 6 8 4 6 7 2 0

O c t 9 2 5 6 4 5 4 7 0 4 8 9 0 5 0 8 4 0 4 8

N o v . 7 4 0 404 2 4 3 6 6 1 5 4 9 8 2 0 1 6

D oc. 515 171 1 354 6 3 0 2 4 8 1 0 5 8

Jan. 515 253 1H47 5 4 0 2 1 3 1 63 4

K eU 7 0 5 453 -.^558 1 15 5 5 5 0 3 6 9 6

M a rc h 1 1 7 8 6 64 6 2 9 8 6 4 5 3 3 4 2 5 4 5

A p n l 1 26 8 695 5 47 4 1 41 0 7 7 8 4 1 1 6

M a y 1 055 6 6 6 4 9 4 2 1 58 5 9 i4 4 2 0 0

June 1071 641 5 14 4 9 1 5 6 0 2 3 1 9 2

T u ta l 1 1 4 0 8 6 3 8 7 4 9 1 2 1 10 7 8 5 ■ 6 7 6 4 4 1 7 5 5

S o u rc c : D « u  p ro v id e d  by B M IX X J L

l-Ixblbtl 12
BMigalctc«h Milk Producers Coopcrallvc UbIoo Ltd. 

Moalhly Suucntiii of SiUe oT LoUlcs awt CboooUte B*n

(Sales iu uniu)

1 9 8 6 -8 7 1 9 8 5 -8 6

O ra ­ u P ine c A *c o O ra ­ u - P ine c b o c o

nge m e n a p p le b « i nge iD on a p p le b a r

J u ly .. 1 2 6 4 6 — - - 8 9 8 3

A u g u t I — - 19.^41 - - “ 1 3 4 4 9

Sep. — .. - U 7 0 0 - 1 3 6 5 4

O a . .. 2 0 0 " 13291

N o v . .. .. 3 1 5 7 - 6 7 4 3

Dcc 4i)9\ - 4 3 2 3

Jan. .. 4 1 4 5 50 - 5 1 2 >

Feb. .. K.S27 - 4 S 34

Much -- 5 34 2 6 0 0 - 135 7 8

Contd
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EiLklbM U C o o td .
April - - — 7640 240 — — 15037
May - - — 13314 — — — 13173
Jb m - - - -- - - -- 18398

Tout - - - 98066 1090 - 32292

1984-85 1983-84

O n - U - Pioe- Ora­ Le­ Pine- choco-
■fe ■ M apple bar nge mon apple bar

M y 700 _ _ 7262 460 6885
A « 9 mi SCO - - 7267 2025 — 500 6641
Sey. 900 — — 7754 1690 — 300 8029
Oct. 1000 - — 2437 1815 50 50 7626

' Nov. 1400 — — 560 520 — 418
Dec. 400 — _ 22 670 -- 14
3am. 400 - _ 4 300 .. 2746
M . 200 - — 2780 100 — — 4325
h im ck - — — 998 1350 — — 7134
April - - - 8114 1970 „ — 8348
May - - — 6678 1050 — - 3697
itm c — - -- 11685 1050 - - 8647

Total S800 - - 64481 13000 SO 850 64511

198^83 1981-82

Om -
age

U -
■MM

Pin©-
appte

cboco-
tMT

Ora­
nge

Le­
mon

Pine- choco- 
appie t>ar

July 1570 _ 3050 __ 300 ..
AngMl 300 120 - 2979 — 600 1035
Sep. 420 450 - 3818 300 — — 2491
OCL 500 250 300 3948 550 . . __ llbO
Nov. — 210 25 1799 300 100 .. 350
Dw. - 130 - 1406 - — 1210
Jan. - 40 — 1962 — — .. 615
FeK - 140 70 3086 — .. 1087
M «c k 445 - — 6631 400 915
April 580 - - 8494 200 - -- 2600
May 1240 - - 6975 1320 280 350 2030
June 1110 - - 6026 490 100 300 2347

Total 6165 1340 2055 50176 3560 1380 650 15840
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IC x h lM l 13

lU n g lM le s t i  M i l k  P ro d u c e rs  C o o p e r a l lv c  U n io a  L U L  
A n n iu U  V a r» c ly -W U «  P a c k a g c - W lM  S a k s

(F ig * ,  in  U w u )

P a ru c u la r 1 9 8 1 -8 2 1982  83 1 9 8 3 -8 4 1 984  8 5 1 9 8 5 -8 6 1 9 8 6 -8 7

V a n t U a

1 I t r  pacJu 2 4 5 0 9 2 0 8 5 4 1 94 6 9 1 4 9 5 5 1 62 1 8 1 4 2 9 9
1/2  I t r  p a d u i 1 4 9 9 9 142 3 5 1 20 6 9 9 7 3 5 1 0 5 4 9 8 6 6 0
C u p * 1 2 4 1 3 9 1 2 4 8 9 5 1 0 1 8 2 0 852 0 1 7 9 4 2 7 $66 3 1

Suawberry
1 I t r  packs 7081 7 5 0 4 6 031 4 0 8 0 2 3 5 0 2 4 6 S
1 /2  l u  packs 5 22 4 4 441 3 9 3 8 3 0 9 3 3 4 6 8 1951
C u p s 4 4 4 8 6 4 2 1 7 3 3 3 5 8 3 1 6 8 1 6 1 6 6 6 2 7 3 4 4

C hoco la it
1 I t r  packs 1078S 1 1 4 0 8 9 7 9 4 6 9 1 0 8211 7 0 2 3
1/2 l l r  packs 6 7 6 4 6 3 8 7 6 0 6 9 5 0 3 5 6 4 5 5 4 7 3 5
C up s 4 1 7 5 5 491 2 1 3 6 8 8 9 3 3 5 4 3 3 2 7 0 6 1 8 2 6 8

Lo llies
U ia i ig e 107 8 5 61 >5 1 30 0 0 5 8 0 0 1090 N o
Lemon 6 7 6 4 13 10 50 — — P ro d u c
P in e a p p le 4 1 7 5 5 2 0  15 8 5 0 -- - t io n

Chocobar 1 5 8 4 0 501 /6 6451  1 6 44 8 1 1 3 2 2 9 2 9 8 0 6 6

IC k t i ib i l  14

A  S u m m a r y  o f  I b r  P r u m u t iu n u l C 'o m p a ig n  P la i t  

f o r  I V < t 5 - M o r H M P C U L

U wai fell th4i frum the | lumouon piiinc uf view, ihe performance o f 
iiMPCUl. liunng I9)i4-B5 was not as expcucd. i'hc largcu in most cases could not 
be achieved bcc<>uxc o f shonage of raw niilk collcciion as well as maiketing boiUe- 
necks. The orLhicvements with respect lu raw milk collecuon were 40.29 per cent of 
the targets Similarly, nol a single Milk V iu product could reach the marieung 
projections lor 19H4-85. Keeping ihis in mind, pri>iiiulion and other ellons were 
needed to he mounted to achievc the targets set lor 1985-86. The promotional 
suucgy proposed was as follows :

A d v c u i j in g  b u d g e t 1 9 8 5 -8 6  ; I  K  8 .0 0 ,0 0 0

I 'r o m o iiu n a i proposal :
Kcviewiiig the perlormance of 1984  85  and Ihe projections of 1985 8 6 , the 

advertiiing um) prumoiionai strategy takes inio account two basic aspects :
1) S iH - ic ly  le v e l e x lc m io n  a c iivm c .s .

2) Mjiikciing development and pronioiion.
Keeping (his in mind, the pronioumuJ plan ul 1 9 8 5 -8 6  conccmratcs un ;

a ) In s t i iu i io n a l c a m p a ig n

b) Pruniutional campaign



Jm. -  -  1 96 2  6 1 5

F e h . -  1 4 0  7 0  3 0 8 6  -  10H7

M w c k  4 4 5  6 63 1  4 0 0  -  9 1 3

A | m l  S 8 0  -  8 4 9 4  2 0 0  2 6 0 0

M a y  1 2 4 0  -  -  6 9 7 5  1 3 2 0  2 8 0  3 5 0  2 0 3 0

Ju ne  1 1 1 0  6 0 2 6  4 9 0  100  3 0 0  2 3 4 7

T o u l 6 1 6 5  1 3 4 0  2 0 5 5  5 0 1 7 6  3 5 6 0  1380 650 15H40
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•) JmtliimuMuil CamifiatgH
T Ik  lastiiuDonal cunpaign include* devclopmem exiention •ctiviues ai the 

•ockty level as *«11 aa at the public lelauoo*. litnMgh :
1 ) E d u c a t io n a l m a io i a l j  a u p p ly .

2 )  A - V  t h o w / f i im  (h o w  a rra n g c m e n L
3 )  O h c M a t io o ^ ' i i i i  to  p la n t i / io c ic iy .

4 )  R a d iu A c lc v u io n ,  a d v c iu tc m e n i,  n c w ip a p e r /J o u m a l w n te -u p s  e tc .

5 ) R e g u la r  m o n ito r i j ig  o f  th e  p e r fo rm a n c e * .

b) ^orn iotiom al Campaign

N a  Ite m P u rc h a s e rs Season

1. 1 Mftilk L o w  in c o m e  to  h ig h e r A U  season.

in c o m e  g ro u p

X  k e o e a a i C h i ld re n S p e c ia l ly  S u m m e r

(C h o c o b a r / lo l ite * ) H ig h e r  in c o m e  g ro u p

3 . R a v o u re d  i iu l k M id d le  lo  h ig h e r R o u n d  th e  ye a r

in c o m e  g ro u p .

4 .  F .C M .P . M id d le  to  h ig h e r R o u n d  th e  y e a r
in c o m e  g ro u p .

5 . S .M J * . L o w  to  h ig h e r R o u n d  th e  ye a r

' in c o m e  g ro u p .

6 .  B u o e r M id d le  to  h ig h e r / 4 0  p e r c e n t ro u n d  th e

in c o m e  g ro u p y e a r

in u i tu u o n s .

7 . C te c M id d le  to  h ig h e r (P e a k  in
in c o m e  g ro u p fe s t iv a ls )

R e v ie w in g  th e  ic v e o u e  in c o m e , p u rc h a s e r g ro u p , s e a to n -w is c  sa le  te n d e n c y  

a * d  o o M i i^  e t c  p roaM M iooa l a c t iv iu e *  fo f  m a rk e t in g  w e re  as lo U o w s  :

1 ) A d v e r t is in g

2) PuMicaliom
3 )  fV o M M X io tu i p ro g ra m m e  i i t  te le v u u o A . radK>, A - V  s h o w s  e tc .

4 )  E x M te ik w / ie c U  e tc .

5 )  O r ie a u a o a / v u i t *  e tc .

6 )  G ifty ^ ie ja  p ro d u c tio n s , c a le n d e r  e tc .

I^ n r t ia ' la  E a o g a ld e s h , th e  fo U o w ia g  n te d ia  a rc  p o p u la r ly  used  fo r  a d v e n is io g

a ) N ew s{H if> e r« /pe n o < kcaW iO U fna l* .

b )  T e iev isM m .

c )  K a d w .

d )  O u td o o r  h o a rd in g s . ira fT ic  c a n o p ie *  e tc .

e )  C ia e a uk  s lid e * .

0  S o a v e a ic r . ca le n d e r , le a f le t ,  p o a a r ,  g i f t  ite m s  e tc .

E v a la a d a g  p u rc h a s e i''s  a u itu d e , n te d u  p re fc rc n c e , e ffe c tiv e n e s s  o f  m e d ia  p e r- 

l o n m m a t  a a d  s ta ta ta lt ty  o f  M t U  V i ta  p n id u c u .  th e  fo l lo w in g  m e d ia  w e re  ch o s e n  

f a r  a d v c n ta a g  c a m p a ig n :

( 1 )  T e te vM M M  (2 )  R adbo ( 3 )  N e w s p a p e rs

H a a n k i ^  M l s g a s .  c a n o p ie *  ( 5 )  C in e m a  s lid e * .



p ru je c liu n s  to r  1 9 8 4 -8 5 . K e e p in g  ih is  in  n iin U . p io i i iu d o n  «ik 1 o th e r  c f lo n s  w e re  

n e e ticd  l o  he m o u n te d  to  « ch ie ve  th e  iv g e ls  set lo r  1 9 8 3 -8 6 . 1 'he  p ro m o lio n a l 
U ia ic g y  p ru p o s e tl w as as fo l lo w s  :

A d v c n iM itg  b u d g e t I9 8 S -8 6  ; T K  K.UO.OOO 
P ru m o iiun < U  p ro p o u d  :

R e v ie w in g  th e  p e r lo rm a n c e  o f  1984-8.S a n d  th e  p ro je c tio n s  o f  1 9 8 5 -8 6 , the  

a d v e n is u iK  a n d  p ru n io liu n a l s u a te g y  ta ke s  in io  a c c o u n t tw o  has ic  aspects :

1) S o c ic ly  le v e l e x le n tio n  a c iiv iu c .s .

2) M d ik c i in g  d e v e lo p m e n l and  p ru n io lio n .

K e e p in g  i h i i  in  m in d , the  p r u n io t io iu l  p la n  o l  IV 8 5 -8 6  c u n c c n tra lc s  u n  :

4) In ^ l i iu i io n a l  c a m p a ig n

b ) 1‘ ro n io i io n a l C Am pw gn
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A d v e r t is in g  th e m e  : F ro m  th e  in iu a i  s lage  o f  p la n ru n g  th e  a d v e it ia tn g  th e m e  

d e p ic te d  in  ih e  s log a n s  w as as lu l lu w s :

1 9 7 7 -7 8  ; M U k  V i u  - l - o r v i ia l i iy .

1 9 7 9 -8 0  M i lk  V ita  H ouse o f  q u a l i ty  d a iry  p ru d u c U .

1 9 8 1 -8 2  M i lk  V ita  N a u u n a l p iu d u c i o f  l iu e n u a io n a l

S tandard .
1 9 8 3 -8 4  M i ik  V i u  - Q u a lity  d a i i>  p ro d u c u  f ro m  th e  fa n n ­

ers c o o p f iia u v e .

1984 -8S  M i lk  V i u  Q u a lity  d a iry  p ro d u c u  f ro m  ru ra l

fa rm e r !  c o o p e ra tiv e .

In  tu n e  w ith  th e  a tio v e , th e  th e m e  o f  198 5 -8 6  w as p rop o se d  to  h ig h l ig h t  th e  
fo l lo w in g  :

1) L a b o ra to ry  te s te d  q u a l i ty  d a ir y  p roduc ts , 

l i )  A  n a t io n a l p ro d u c t o n  w h ic h  p e o p le  can  rcJy  on. 

u i )  0 ‘ ‘« l i t y  is  m a in ta in e d  in  a -z  o l  M i lk  V i u  o p e ra tio n s ,

i v )  I t 's  fa r m e n  as w e ll as th e  la rg e s t d a iry  e n te rp r is e  in  th e  c o u n try  i lc v o le d  

to  th e  ru r« l to a a l- e c o n o m ic  p rog re ss .

M M  Vua - Fro4»cU :
A d v e n in n g  c a m p a ig n  w as s c h e d u le d  o n  th e  b a a u  o f  p ro d u c t-s a lc  re v e n u e . 

T h e  p n o n ty /p re le re n o e s  w e re  ;

/( I  p t r  c t n X

1 L iq u id  m i lk 6 5 .2 0

2. B u t t a 1 7 .66

3. G hee 4.11
4. F C .M .P . 4 .1 0

5 H a v o u re d  m i lk 3 .8 3
6 Ic e -c re a m 3 .7 5

7, C h o c o tta r 0 .8 2
8. S D  P. 0 .4 5
9. Ice  lo U its 0 .0 8

B u t a n a ly t in g  c o M /p ro f i l  u tu a u o n ,  m edtia  p o lic ie a , p ro d u c t b e h a v io u r  e tc . t h u  

s tn ie g y  c o u ld  n o t be accept* d . A s  p e r  s u a d u ig  m ed iia  ru le ,  te le v is io n  d id  n o t 

accep t m o re  th a n  o n e  p ro d u c t 1 n o n e  a d v a n s e m e m , w h e re a s  00 su ch  l im iL U io a  w as  

p la c e d  fo r  n e w s p a p e rs /ra d iu  ai>d o u td o o r  d is p la y  a d v c r t is e m e n u .

I l i c r e f o r c ,  th e  p ro d u c t w is e  s tra te g ie s  w ere :

a )  I j q u i d  M i lk  : B e in g  th e  h ig h e s t re v e n u e  in c o m e  p ro d u c t, p n o t i l y ,  a a d  

p«e fe i« ttcca  in  a ll  a spe c t h a ve  been s h o w n  to  th is  p n td u a .  M o re o v e r ,  in  

th e  c u n e n i y e a r th e  p r ic e  o f  th e  p ro d u c t has been in c re a s e d . T h e re fo re , a l l  

th e  m e d ia  s h o u ld  be used fo r  L iq u id  m i lk  a d v c n ia e o e n i and  i t  s h o u ld  be  a t 

re g u la r  fre q u e n c y .

b ) h u l l  C ie a m  M i lk  P o w le r  : T h e  p ro d u c t has been  a  losS 'BBC urring  one . P ro ­

m o tio n  w i l l  have  10 b : d o n e  10 a v o id  d e te n o ra u o n  o f  q u a l i ty  d u e  10 p i l in g  

up  o f  s lo c k s  I 'h c  m u  ia to  t>e ukcd are  te le v is io n  and  new spape r.

c )  l iu l t o r  : M i lk  V i u  b. u e i  lu u  a d em a n d  in  th e  m a rk e t and  to  ke e p  t h u
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pnbliciiy UutM^ leleviiioii, radio, hoantii^/bclUigM. 
MMt CMOftai kM bsM |mo|kmmL 

4) OkM : h's • low pimiiMi and in fact U u  pnmunly • product from the 
Mmm* CRa« nmd lo avoid it piling op •ewqpapcf advcniicmenu »boald 
be take* «p tpedaUy in tkc feaiival lem on .

•) I r m r i i / l r r  toUk* and Chooobar Theae have been piofii earning product 
aad aa Mch the media ihould be involved in iheir adveni«ng campaign.

0  nawMwd Milk: It kaa a blead of a new produa and aUo a pn>fiuhte one. 
i itawwrr vaailla flavoan in new packet! are going to be launched (fully) 
tkia f€ m . Thevetdte, a vigorous campaigD in all the media i« needed along 
wiikgiA <

A. C tm tr t l A J w n iM im iU : 
1.

X  E C ( S J 4 J 0

3. B

4.
5.

.iceloUics 
Flavoured aiilk 
Ckee

1 .0 0 ,0 0 0  -  T e le v is io n /n M lio /n e w tp ^ p e r ,  h o a r 

d in g V b e l is ig u /c a n o p ie * .  

T e le v is io n  ra d io /n e w s p a p a , h o a r 

d in g s ; b e lls ig n s , ca no p ies . 

5 0 ,0 0 0 /  -  T e k v is io n  ra d io /n c w s p a p e r, h o u  

d in g s , b e lls ig n s , ca no p ies . 

T e le v is io n , ta d io ,  h o a rd in g s . 

T e le v is io n ,  ra d io ,  h o a n fin g s  e tc . 

N e w s p a p e r , h o a r d in g

4 0 .0 0 0 /

8 0 ,0 0 0 /

1.00,000/
3 0 .0 0 0 /

4 ,0 0 .0 0 0 /  -

D.
E
F.
a
H

HtmdiMtr.
6  - DMbk, 2 • Onoagoac

<4 Dkiaka, 2/2 ChMtafoqi) 
C a k tm itt 
PMMicatiow 
OiftiieMa
Society caUBMsoa auaehaU 
kftiwflcBna* nrfcfting iicis

ToudTK

1,00,000.00

6 0 .0 0 0 .0 0

1,00,000.00
3 0 .0 0 0 .0 0

10.000.00
3 0 .0 0 0 .0 0

3 0 .0 0 0 .0 0

8.00.000.00

Theprafoaed
A.
1. Liqiidaiitk 
X  fCMPCSMP)
3.
4.
5. FkMMwdwlk 
«. Ckw
A
C
lit
E  Gift 
F. A-V

tdvenisiaf schedule for diftcicM products was as follows : 
Mmdi«:

S e p i-N w  <5 : Jan-Apnl 86
Dec 84-Mar 85
Sept-Dee 83 : Feb-Mar 86
Oct-Nov 83 : Apr-Jaa 86
Oct 83-June 86 (with acaoi frequency). 
FecuvaltiflMa 
Sept-Oct83 
Sqpt 83-Dec 83 
Si7 i 8Ŝ Dm;83 
O a 8 5  
t<Dv-Dec83



Consumers weie familiar with Milk V iu icecream and the vari­
ous varieties introduced by it. Though they were aware about Igioo 
icecream, they fell that Milk Vita was better. They did not express or 
comment about the high price or non-avaiUibiliiy of Milk V iu  ice­
cream. Often they purchased 1 lu packets so that it could be stored at 
home and served whenever required. No one could sute about any 
advertisement they had seen recently.

Icecream was sold along with several breakfast, snack artd other 
items like cold drinks. In some shops ice cream was sold where fish 
and other meat items were sold with deep freeze facilities. In the po&h 
area the outlets of icecream were more from shops who preferred to 
keep both brands of icecream. Shopkeepers generally kept the refrig­
erator inside so that the brand display on it was not visible to consum­
ers. The shops did not display that icecream was available with them. 
The retailers felt that for mcreasing sales of iceaeam the pnce should 
be reduced by half and iheir margin increased.

At present only Igloo brand of icecream offered some competi- 
uon to BMPCUL’s icecream. BMPCUL’s all products were oamed as 
Milk Vila products and there was no brand specification for ice 
cream. Igloo was also not a big competitor though it offered to the 
consumers some range of products at the same range of prices and 
package sizes except that they liad inuoduced an icecream cake for 
which they were known. Following igloo, the Milk Vita was also 
thinking of inuoducmg a similar product Bar varieties have been 
showing a great market appeal. In the case of Igloo the main disad­
vantage had been lu locauon in Chittagong whkh involved more than 
200 kin of road transport. Igloo's product image was not that strong. 
Margins given to the retailers were by and large the same. The distn- 
butiofi policy did nut differ. In fact, Milk Viu had not captured ihe 
opportuniiy picsenied by the favourable market potential and weak 
conipetjuoii.

Realizing that both Milk Vita and Igloo were not sensitive enough ; 
to tlie growing icecream consumers, a private company has recently 
uken a decision to enter the market aggressively. The man behind the 
enterprise was regarded as an extremely dynamic marketeer. He had 
very successfully established a soft drink market in Bangaladesh. All  ̂
famous, popular and last moving brands like Pepsi-cola, and Seven-up 
wae marketed by him and Itc had developed a good network for 
disuibution and retailiiij. His promotional displays have been very 
effccuve. This person has already imported the machinery from
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E u n ^  and set up a most modem plant for the manufacture of ice-, 
cream at Dhaka. He was planning u> offer eight to ten different varie­
ties. concentrate on developing bar ice cream market, expand retail 
neiwofk by providing deep freezer capacities, c^iure markets in other 
imponant towns, and engage a competent technician form the parent 
company to train his staff in maintaining production schedules and 
product quality. The production had yet not started. His only problem 
was likely >o be that he had no control over the milk as was the case 
with BMPCUL. He was therefore planning to use imported icecream 
mix as the base. In addition, since milk fat was expensive, he was 
planning to use vegetable fats to rcduce the production cost. The 
BMPCUL used pure milk fat manufactured in its own unit. Ice cream 
quality using milk fat was much superior, but customers were qui(e 
ignocant of this difference.

11 1^00 was also planning an expansion of its market in Dhaka by
I ifuroducing morp deep freezers as it had already expanded its produc- 

(j tioo capacity iivChiuagong by modernizing its plant
In view of such impettding competition, the middle level <lxecu- 

lives fell that Milk Viu will have to gear up soon. Otherwise, instead 
of expanding the market for icecream, it may have to lose its most 
profitable business linfc. They felt that while cooperatives had certain 
advantages, they also had major disadvantages of executive decision 
making as cooperative government interaction systems were based on 
different tines-and complications. Even to introduce 2S additional 
deep freezers in the market took k>ng decision-making processes. 
They did not have trained manpower both for product and market 
identification. It was pointed out that more than 200 officers had left 
the organization during the last 13 years. And during the same period 
11 officers belonging to the prestigious adminisuative services occu­
pied the position of chief executive at Milk Vita. Organizational su- 
bility was considered to be important for new market developmenL 

Marketing is an important wing of the enterprise. A small number 
o f Middle and low level executives handled all the product ranges. 
They had little time for exposing themselves to the changing market 
condkions. However, the organization at all levels maintained an eX- 
oelleat information system and cost data were compiled very meticu­
lously. The genenl feeling was that the budget given lo  the marketing 
division was not adequate and at the same time, since the milk busi­
ness itself was losing meiiey. marketing was considered as an area 
where some saving in ihe expenditure could be contained. The t^gan-
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iraional chait o f the maikcdBg division and their annual budget for 
various heads are given in Bxhibiu IS and 16.

130 Agribusiness Cooperatives

EiOilMtlft 
HangUdeth Milk Producers’ UnioQ Ltd. 
Martutiac DfvUaa Budget for I98«-S7

hccM Aau0l fo r Raimated Actusl Reviled Esttmated
1984-8S for up to for for

1983-86 Dec. 1985 1985-86 1986-87

1. Pay aad aUowanoM 4,94.722 5,90.540 2,19,632 6,11,150 6,62,525
2. Ex-Gmi* 60.270 40,000 12,945 68,770 63,730
3. Reoreatiofi allowanoe - 5,000 470 S.OOO 10,000
4. OvHtiiae and holidays 37.469 90,000 41.275 80,000 80,000
S. y/*gic»  casual labour IM IO 20,000 10,849 25.000 20,000
6. Uaiona and bvcncs S.049 45,000 2,165 24,698 2,000
7. Tnvclhng expeooes 33,060 32.000 8.779 10,000 10,000
8. Pad oil delivery

veladea 239.439 2,50,000 77.258 1.75,000 1,75.000
9. Kffp taaini and

ddivelL U 5.141 50.000 32,154 60,000 60,000
10. iBSwraiMXi. road

taxes deli. veh. 18.656 20.000 6.996 15,000 15,000
11 Hire charge cohng

jprodocu 31,790 30,000 2,926 10,000 10,000
IZ  Canying outwards 48,870 50,000 97,069 1.50.000’ 2,00.000
13. Ren. MainL deep 6 e e »  39,395 40,000 1.295 25,000 25,000
14. Madtetias leaning

aed icsearcL, 4.032 5,000 - 5,000 5.000
15 ' ’xbibuioa mpensea — 20,000 — 10,000 10.000
16. Piodaa advemsins 3,11,744 8.00.000 4.49,685 8.00,000 10,00.600
17. Free saapfe and

7.958 10,000 - 10,000 10,000
]£. Tiaiiiias expenses 9.970 15.000 - 10,000 10,000
19. Coapletaeounes

lo 0 ^ 3,224 7,000 - 37.500 37.500
30, PitiaEiag and

awfconwics 60,440 50.000 16.426 30,000 30,000
21. MtsccUneous exp. U 2 5 5,000 372 1,000 1,000

T a u l 16.13,164 21,74,540 9.80.316 21,63.118 2436,755

S«Boe: Deu Piovided by BMPCUL «

Though ptoduaion capacity was not consideTed to be a con- 
strdju, the productioa scheduling was peiceived to be problemaiic. 
The pfoductioD penonoel on the other hand felt that production was



carried oui on the basis of indents placed by the marketing division. 
They felt that the indents were sent as a routine matter and may not 
have any relevance to the actual demand during that period. There­
fore, the supply figures may not match the indent figures and may not 
reflect production constraints. In any case, the figures on projected 
sales, indents, producuon and actual sales showed variations almost m 
all years. Data for at least one year to appreciate the production 
planning process are given in hxhibits 17 and 18.
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iLxtilblt 17
Bangiadcsh MUk MarkrilnK Coopcralive Union Ltd 

Projection w d  Actual Sales

(Yc*r 19»4-8S)

P ro je c t io n A c tu a l sale

t U r 1/2  l i r C u p T o ia ] 1 I t r 1 /2  Ur C u p T o ta l

ju I y 6 9 4 1 3 4 6 5 3 62 1 7 112 9 5 2541 1 9 8 6 4 2 5 7 3 9 5 9 .7 0
A u g . 6 8 8 2 2 6 9 6 273 1 7 10161 2701 1498 16061 5 0 5 6  10

Sep.. 6 0 3 8 2 9 6 0 283 2 5 1 03 7 3 2 3 2 0 1678 14264 4 5 8 5 .4 0

O a . 5801 3 0 0 7 2 5 0 6 5 9811 3 0 9 2 2 1 0 8 17791 5 9 2 5  10
N o v . 3 9 3 8 1305 10865 5717 2 0 7 4 1747 14352 4 38 2 .7 Q
Dec. 3 5 2 3 1147 10322 5 12 8 1 03 0 3 9 3 3 2 9 2 1 5 5 5 .7 0
Jan. 3 3 7 5 1 0 1 2 7371 4 6 1 8 1001 5 4 5 4 13 9 1 6 8 7 .4 0
l-cb 4 7 2 7 1 77 6 10381 6 6 5 3 1 56 8 891 7 9 8 9 2 8 1 2 .4 0
M w c h 5 2 4 2 2 8 8 6 2 1 4 6 0 9 0 ) 6 2 4 2 6 1 72 9 13184 4 6 0 8  9 0

A p n l 5 9 6 3 3 2 4 2 2 65 6 5 102 4 0 2 8 2 4 1 95 6 12821 5 0 8 4 .1 0

M a y 6 5 2 5 3 7 2 7 29381 1 IH 2 6 2 1 6 3 1 41 9 105 1 9 3 9 2 4  4 0
June 6 79 1 3 9 1 3 3 08 5 0 1 I 8 U 2 2 0 5 I9 1 J 16891 4 8 5 0 .6 0
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PcrccnUg« DUtrlbuOon o f  K c s p o n d « n U  b y  o w n e r s h ip  of Rcn’lgcrator 
EducaUon iind In c o m e

Milk Vila Ice Cream  137

N a m e  o f  

a rea

(1) (2)

K e fn g c ra io r

o w n e rs h ip
N o . o f  y e a n  

o f  tc h o o t in g

A v e ra t;e  ann u a l 

in c o m e  o f

O w n s  D oes n o i o w n  p e r p e rs o n  fa m ily  ( T K )

(3) (-») (5) (6)

1. G U I^ IL ' N 95,6 4.4
2. P O S T A  2 5 .6  1 4  A

3. DIIANM ONDI 47.8 52.2
4. MIRPUR 10.0 9(1.0
5. M O nJHliEL 64.U 35 2
6. GANDARIA 15.6 84.4
7. NIl.KllfcT 76,6 23 4
«. AZIMPUR 60.0' 40.0
9. K lia .K IU iT  1.1 9K.9

10. JURAIN 5.5 9-1,4
11. M I.CIIUAZAR 61.1 3K.9
12. IIA IK IIO IJV  46.7 53.J
13. NAYAI'AI.TAN 52,2 47,8

12.63 
9.71 
K.KO 
6.77 
8.54 
7.37 '■ 

10.90 
9.97 
4.K2 
4.64 
8.69 
9.46 
«.71

278135 
119622 
55343 
26434 

U2898 
88569 
53461 
63748 
46280 
74176 
70449 

115200 
73734

T O T A L 43,3 56,7 8.59 90386

S o u r c e :  R a p p o r t B a n g la de sh  IjrnilcJ, M i lk  M a rk e t in g  S u rv e y  fo r  B M P C U L , 1985- 
86.

The BM PC U L hail rccciuly hired a private consultancy fimi lo 
undcriakc a nulk markciini; survey m Dhaka. The siuUy pointed out 
that a signilicant poriion of Dhaka's population was uwarc o f Milk 
Vila products (sec Exhibits 19). The consumption practices, however 
varied depending on the product and the residential area (sec E x h ib it. 
20). Localion-w isc profile based on the sample survey is shown in 
Exhibit 2 1 to predict demand patierns. A sizeable number o f  consum­
ers also pointed out deficicncics in the Milk Vita ice cream (see 
Exhibit 22).

In spiic o f  a growing market lor ice cream and favourable aware­
ness and image o f the Milk Vita prtxJu'cti. the sales o f  Milk Vita ice 
cream have been going down in the recent years after they had 
rcached a peak o f about 80 ,000  Itr in 1982-83 (see Tabic).



138 Agribusiness Cooperatives

-S
a>

S

I
I

I

i '  

e ^ 

1  
a  'S

i I
I t

I I
s » 
i l
i = -
I I

"s

Is

^ o o o ^ o o v o o o o ^ o o r ^ o o
$ 8 8 S 8 S 8 8 8 S S 8 i S

VO - •

01 o  n  • ^  o  ^*00 i -  »n o
5 S i ^ S * ^ S 3 ^ J 2

r * o o r ^ r * r - * - * r - i i - ' c ^ a ' r * * o
si 2  a  s  -  a  «  8 2  2  =i s

»r- io^w^r*
8 ’ a « s

j M ^



Milk Vita Ice Cream 139

T«M c2
SycoricccrcMB

Ymt Sales
ttn

1977-7g
197S-79
1979-80
1980-81
1981-82
1982-83
1983-84
1984-85
1985-86

30.000
61.000
63.000
73.000
79.000
80.000 
fTooo
55.000
63.000

Nobody was sure whether ihe reduction in sales was because of the 
increased prices, lower production, unknown increase in the competi­
tive sales, or consumer rejection of the products. Tbe General Man-1 
ager and his executives had reason lo be concerned. The Regisiar of/ 
Cooperatives was eager to know what strategy should be adopted by ' 
Milk V iu immediately.



MARKETING OF MUSHRCX)MS

PART 1: THE VILLAGE COOPERATIVE

1} TkcJatisariKUD
Though 62 years of age, Kusnandar, dressed invariably in a na- 

liooal cosuunc of baiik shin and black cap, is Ute most dynamic and 
spirited chairman of the Jatisari KUD (pronounced as Kaudey), a vil­
lage unit cooperative society. Riding on his Honda motorfoike, he 
regularly attends his office and knows about all office papers and 
other information. He keeps uack of almost all the membeis and their 
economic activities. During his leadership in the last 10 years, the 
membership of KUD had increased 13 times from a mere 200 mem­
bers in 1976 to 2,633 members in 1986. He also encouraged women to 
become members. Against IS women members in 1976, the KUD had 
70Q women members in 1986 (see Exhibit I).

Located about 100 km east of Jakarta in Wesiem Java district of 
Krawaitg, the KUp covers six villages having a (oial population of 
20,030 from 3 ,6 ^  households. The chairman during his tenure 
brought more than 50 per cent of the households under the coopera­
tive fold (see Exhibits 2 and 3). The KUD had a board of directors 
which consists of the chairman, the secretary and the treasurer who 
were paid honorarium on a monthly basis. The KUD. had on its pay­
roll one Manager. 24 staff members, and 31 labourers lo cany oui its 
operations (aee Exhibit 4).

2) TW ApproKk
Tbe KUD Jatisui was set up as an agricultura] cooperaiive in 

1971 when the present chairman %vas also its founder chairman. How­
ever. in 1973, it became the village unit cooperative society (KUD) 
and another person took over as the chairman. The performance o f the 
KUD in ia  initial years was not good. In 1977, the present chair ntan 
was elecaed agan. His taking over synchoronized well with the intro>
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E x h ib i t  I

M c m b e rs h i|>  oT ih c  K i l l )  1976 to  1 9 M

M en W om en
T o ta l

Y e a r N o % N o. % No.

1976 186 92.5 15 7 5 2 00
1977 260 78.1 73 21.9 333
1978 283 7 8 .1 94 24.9 3 77
1979 586 77,5 170 22.5 7 5 6
1980 884 7 9  9 2 22 20.1 1106
1986 1933 73 4 7 0 0 2 6 .6 2 633

S o u r c e :  O K ic c  KecoiUs.

E x h ib i t  2
V llla g c -W ij ic  U U t r ib u t io i )  o f  P o p u la lio tv  IVaS

V ilU g c M e n W o m e n T o t i l N um ber o f  

tiuukc ho lds

Ja iisan
C liiru )o g

M aX arsan
T e lc r ja n
Pacing
.S u lu in a la r

1671
!4 9 1
IKOU
I6U0
2144
( I KK

1710 
1451) 
I 7yo 
1701 
2 I K 4  
I ) 2 I

J 3 8 I
2921
3590
3301

4328
2509

4 9 8

595
677
565
704

820

T o ta l 9894 101 to 20(i30 3859

S o u r c e :  O l l ic e  K eco ids .

t-^ x h ilii i J
R a t io  o f  M « n il> rr>  to  th e  HouM.-bul<l$

Y ear’ N um b e r o f  
households

N u m b e r o f  
m em bers

‘it o f  M c m b c i s 
to  households

1977 3ooK 33J 9
1978 3668 377 10
1979 3668 756 21
1980 3668 1106 30
1981 3668 1260 34
1982 3668 1611 44
19H3 366K 1657 45
1984 3668 1694 46
1985 3 6 6 8 IKU.) 4 9

S o u r i e .  O f l ic c  K c c o rJ i.



duction of govenuneni assisted programmes for agricuUural develop- 
meat through the coopenuives. The KUD since then has been making 
aiqxeciable profits though these profiu showed sometimes a fluctuat­
ing trend (see Exhibit S).

The KUD Jatisari’s overall approach had been: (a) start with a 
small simple business: (b) prepare a good operational plan; and (c) 
expuid the b u sin g  gradually. The three main sources of its working 
Capital had been the member savings, the reserve funds, and the bor- 
iDwiogs. The ratio of owned funds to other funds had been becoming 
increasingly favourable from 1:99 in 1977 to 33:67 in-1985. The

22 Afribusiness Cooperatives

Exhibit 4
Nunber oT Employees of KUD 1976 to 19M

Yew Number o f Employees

Manager Staff Labours

1976 1 6 5
1977 1 6 5
197* 1 9 5
1979 1 12 13
IM O I 16 31
1986 1 24 31

Source: Office Kecoids.

Exhibits

Income, Expenses, and Proflls During 19T7 to 198S
(Rp in million)

Yc»r Income Expenses Profits
Rp

Rp % of income Rp % of income

1977 1181 981 83 200 17
1978 4141 3665 89 476 11
1979 7225 4681 65 2544 35
I98U 16650 6369 38 10281 62
1981 11295 7284 64 4011 36
1982 15357 8769 57 6S88 43
1983 43371 40386 93 2985 7
1984 86505 78019 9 0 ’ 8486 10
1985 68389 48946 75 16443 25

S o u / c t :  Ofricc R eco rd s .



working capital over the years had increased substantially from Rp 42 
miiiion in 1977 lo Rp 142 million in 1985. The savings included 
initial savings, compulsory savings, and voluntary deposits. The com­
pulsory deposits sikowed rapid increase retlecung impressive business 
turnover and (kMninatcd the other savings (see Exhibits 6 to 9). The 
borrowings from the bank were mostly used for the procurement of 
paddy/rice.
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E x h ib i t  6

W o r k in g  C a p i ta l  o f  K U O  1 9 7 7  l o  1985

(R p  in  m i l l io n )

Y e « r S a v in g R eserves H o a o w in g s O th e rs , T o u l
R p Rp •R p * R p R p

1977 0.20 0.00 42.03 0^0 42.43
1978 0.27 o.ou 59.58 0.68 60.53
1979 0.42 0.00 72.13 3.32 75.87
1980 1.74 0.00 75.33 12.70 89.77
1981 4.65 0.00 92.15 14.13 110.93
1982 6.32 0.00 84.13 20.72 111.17
1983 8.80 0.00 94.27 19.80 122.87
1984 9 .8 S 16.05 92.25 10.65 128.80
I98S 10.91 2 3 .4 5 96.02 12.03 142.41

(U S  S 1 E K p  16.40)
S o it r c e : O f f ic e  R e c o fd s .

( j i h l b i t  7
A v e ra g e  W o r k in g  C i t p iU l  P e r  M e m b e r  1977 l o  19SS

P er M e m t)e r

Y e t f N um t> e r o f  S a v in g s  R ese rve s  B o n o w in c s  O th e n T o ta l
m e m tx n  t p R p R p R p R p

1977 333 612 0 126221 600 127433
1978 377 723 0 158040 1792 160555
1979 756 555 0 95415 4391 100361
1980 1106 1572 0 68113 11479 81164
1981 1260 3687 0 73138 11214 88039
1982 1611 3926 0 52224 12860 69010
1983 1657 5312 0 56889 11952 74153
1984 1694 5816 9475 5 4 4 5 8 6 2 8 7 76036
1985 1803 6CS2 13006 53253 6670 78981

(U S  S >  R p  1 6 .4 0 ) 

S o m r c t :  O f r io e  R e co rd s .



ExhiMtS
Ratio of Own Funds U> Borrowed Funds

(Rp in million)

Y e»r O w l)  Fu n d s  

K p  %
F u n d s  fro m  o th e rs  

K p  %
T u ia l

R p

1977

1978

1979  

I9K0
1981

1 98 2

1983  

19X4 

1985

0 .4 0

0 .9 5
3.74

1 4 .4 3

1 8 .7 8

2 7 .0 4

2 8 .6 1

3 6 .5 5

4 6 .3 9

0 .9 4

1 .57

4 .9 3

1 6 .0 8

1 6 .93

2 4 .3 2

2 3 .2 8

2 8 .3 8

3 2 .5 7

4 2 .0 3

5 9 .5 8

7 2 .1 3  

7 5 .3 3  

9 2 .1 5

8 4 .1 3  

9 4 .2 7  

9 2 .2 5  

9 6 .0 2

9 9 .0 6

9 8 .4 3

9 5 .0 7  

8 3 .9 2

8 3 .0 7  

7 5 .6 8  

7 6 .7 2  

7 1 .6 2

6 7 .4 3

4 2 .4 3

60.53
75.87
89.76

110.93
111.17
122.KK
128.80
142.41

(U S  $  1 s R p  1 6 .4 0 ) 

S o u r c e :  O f f ic e  R c c o rd s .

E x h U M t9  
S « v in s »  b y  M e m b e r s ,  1 9 7 7  l o  1985

(R p  in  m i l l io n )

Y e a r In i t ia l

R p
C o m p u ls o iy

R p
V o lu n ta ry

R p

T o ta l

RJ*

1 97 7 0 .1 7 0 .0 7 0 .0 4 0 .2 8
1978 0 .1 9 0 .0 7 0 .0 5 0.31

1 97 9 0 .3 8 0 .1 3 0 .0 6 0 .5 7

1 98 0 0 .5 5 1 .0 7 0 .1 2 1.74

1981 0 .6 4 3 .8 5 0 .2 7 4 .6 4

1 9 8 2 0 .81 5 .2 5 0 .2 7 6 .3 3

1983 0 .8 6 6 .9 5 0 .11 7 .9 2
1 98 4 0 .9 0 7 .7 5 0 .1 0 8 .7 5

1 9« 5 1 .02 9 .9 0 0 .0 8 1 1 .0 0

(U S  S x R p  1 6 .4 0 ) 

S o i u c e :  O f f ic e  K e c o rd s .

3) Business Operations
The business operations of the KUD included giving agricultural 

crcdit. iapui supplies, rice marketing, ricc jnilling, selling consumer 
goods and transportation. 

Extending crcdit uniJcr the govcmmcni credit schcmc (KCK) had 
been one of traditional business activities of the KUD. The rate of 
recovery from tl»e borrowers had always been more ihan 95 per cent.



Supplying inpuu sui h as fertilizers, inscciicidcs and see<b on BJMAS 
(crcdii) and INMAS (cash basis) was anoUier imponani activity of ihc 
KUD. Not only the i^soluie number of nricmbcrs purchasing inputs 
from the KUD had been going up, but the percentage of members 
depending on their cooperative for input supplies had also been stead­
ily increasing (see Exhibit 10).

Y e a r L o a n  a m u u n i (K p )  R e c o v e ry  r u e

1 9 7 6 -7 8  1 5 .7 3 4 ,0 0 0  V ft.8

1 97 9  5 .4 3 7 ,5 0 0  9 6 .K

1 9 8  0________________________ 4 .3 7 6 .0 0 0 _________________________ 9 M __________

Ihe turnover of input supplies increased 33 times from Kp 4 
million in 1977 to Rp 133 million in 1985 (see Exhibit 11). As the 
KUD was located in the rice belt of the Java, rice marketing had been 
one of the prominem. activities of KUD and had accounted for almost 
80 per cent of its busine.ss volume. However, this activity iiicrca.sed 
substantially during the eighucs. Ricc marketing involved purclusing 
paddy at regulated prices Ironi the farmers, milling it, and selling it to 
BULOG (a cenirali»xl government body to purchase paddy/rice) or in 
the open market. Though ricc processing was undertaken, the ricc 
milting unit was old and less elficicnt. BULOG accepted only sun- 
dard quality of ricc. And ihcfclore, the rcjccted rice had to be sold in 
the open market. Sincc 1981, the KUD suirtcd purchasing paddy from

h U l i ib i l  10

P c rc e n ta c c  o f  M c m tK r s  ( t u y f i ig  I n p u ts  F r o m  K U D

Y e a r N u m b e r o f  

m e m b e rs

N u m b e r u l '  m e in b m  

b u y in g  in p u u

P e rc e n t

1 977 3 33 2 1 9 6 6

1 978 3 7 7 2 3 8 6 3

1 9 7 9 7 5 6 4 3 0 5 7

1 98 0 1 106 6 0 9 55
19M1 1260 9 4 6 7 5

1 98 2 1611 9 6 6 6 0

1983 1657 1 093 6 6

1984 1694 1201 71

1 98 5 180J 1334 74

( U i  $ 1 X K p  1 6 .4 0 ) 

S o u r c e :  O f f ic c  K c c o tJ * .



^  non-members. This significanUy contributed to its uimover (see 
ExUbil 12). The KUD had 12 rice colUxiiog centres, two rice milling 
uoits, eighl input supply units, three drying spaces, and three transpoft 
vehicles. The KUD also (grated a consumer store and since 1981 its 
volume of business had b^n inaotsing appreciably to the extent of 
surpassing even the input supplies (see Exhibit 11).
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EahlM 11
Vcaume oTBiutocworKUD, 1977 to 19SS

(Rp in million)

Year Cnsdit Input Rice Proce- Consumer Oihers Toul
supplies markeiine ssins shops

IV77 9.14 3.70 10.33 0.95 0.00 0.00 24.12
197S 6.60 10.09 41.89 1.01 3.19 1.14 63.92
1979 5.44 25.50 90.90 4.47 2.25 3.98 132.54
19C0 4.38. 56.94 257.39 3.34 3.51 6.34 331.90
19S1 3.85 43.88 420.75 6.27 57.27 7.24 539.26
19*2 8.51 35.17 356.99 3.22 65.50 6.66 476.05
I9 i3 7.65 58.84 192.26 8.67 58.57 6.65 332.64
19&4 7.06 77.76 1109.83 12.53 133.54 10.94 1351.66
1915 3.92 133.42 1124.12 6.98 135.52 10.66 1414.62

(US J I = Rp t6.40) 
SouTct: Office Records.

ExIiibH 12
NuMkMT aiMt Perccntwitc of Members and Noa-BMini>ers Selling Paddy to KUD

Sellers

Year Members M em tns Toul Sales 
(kg)

Non-members Toul Sales 
(kg)

1977 333 —
1978 377 325 342382 — -
1979 756 271 318800 « -
1980 1106 836 1892336 -
1981 1260 908 1364499 1230 2295910
1982 1611 1123 1316957 1113 1516566
1983 1657;; 906 809340 . 46S 684904
1984 1694 1475 3576768 1238 4103266
1985 1803 1547 3^1575 1146 2544370

Scurce: Office Records.



On (he whole, the subsuiniiul expansion in the volume of business 
Trom Rp 24 million in 1977 lo Rp 1414 million in 1985 indicated its 
level of perfonnaficc, growth and organizational stability. Number of 
members depositing money with the KUD also rcltcctcd this trend 
(see Exhibit 13). Not only tlte KUD felt conlident of initiating new 
activities, but also had it<i own financial back-up. It also had enough 
vacant land for additioiul construction.
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I'AbitMl 13
T o ta l  a n d  P c rc c n ia |> (  of M c m iH T s  T a k in |>  K C K  L o a n  a n d  U v p o s it io n  M o n e y

w ith  K U U

Y e a r N u m b e r u f  M c n itw rs  ta k in g  M c m tx r s  d c p o f i l in g

m c fn i> c n  lo a n  i m o n e y

1977 333 234 145
1978 377 330 175
1979 756 426 206
19HU 1106 496 256
I9K1 1260 490 267
19K2 1611 635 197
19X3 1657 bOO 3 U
I9K4 1694 599 346

S o it r c e :  O lT ic c  K c c u rd s .

4) Priority Frogrsimine
The chairman said that to help farmers increase their productivity 

the government has initiated many schciiies and it depended on the 
network of village level cuopiTatives to implement the/n. Though not 
compulsory, the government sctiemes received priority because mem­
ber’s interests were also served. As a result, the credit activity, and the 
existing manpower were tied up witli these programmes. It was not 
easy for the KUD to invest funds and recruit new personnel for the 
KUD initiated developmeni projects. This was a major problem which 
needed appreciation. For example, the government targeted this year 
to increase paddy production from the present five to six tonnes to 
nine tonnes per hc;taxv. Obviously, the KUD had to give priority lo 
this work keeping i veryihing aside.



PART U; MUSHROOM CULTIVATION

5) Bikkground
Mushroom cultivation in Jalisah village cooperative area started 

somewhere in 1970. The name of the innovative farmer who f irst 
staned growing mushrooms has been forgoiten. In 1982, 210 units 
were engaged in mushroom cultivation. Chirejog, a village falling 
within KUD’s area of operation, had 300 mushroom producing units 
in 1987 among 525 families. Most of the families owned one kubunn 
(shed used for cultivating mushrooms) and very few had owned more 
than one kubung.

The reason for the popularity of mushroom cultivation is not far 
u> seek. Most of the inputs required for kubung construction and 
mushroom cultivation were easily available locally or from the nearby 
towns. The requirements were as follows;

28 Agribusiness Cooperatives

Mauatult requifcd for a 
kubtmg

M a te r ia ls  re q u ire d  fo r  m u s h ro o m  

c u lt iv a t io n

Items L o c a l/n e a rb y  to w n s h e m s L ocaJ/fiea rbyr to w n s

B a m b o o L>oca] P a d d y  s tra w L o c a l

R op e L o c a l P a d d y  b ran L o c a l

P U s iic s h e e u N . to w n C o tto n  l in t N . to w n

N a ils  a n d  w ire * L o c a l L im e N . to w n
B a n a n a  lea ve s L o c a l ke rose n e N . to w n

B a m b o o  m a t i L^ocal S eed N . to w n

W a te r L o c a l

6) The Kubuag Preparation
The ntost popular size of kubung at Chirejog village was 7 X 4 X 

10 m. The kubung structure was made of bamboo with mat cover and 
plastic enclosures on all sides. To {»’oiect the plastic from weathering, 
dried banana leaf curtain was hung all around the shed. Inside the 
shed two rows of seven-layer-shelf like structures were consuructed 
with a distance of 1 m between the rows to-facilitate easy movement. 
The distance between one shelf and the other was generally about a 
fnetcr to f^iliiate cultivation of mushroom and harvesting it. The two 
rows with seven shelves, provided 84 m length (2 X 7 X 6) of bed witlj



1 m widih for mushroom cultivaiion.
These shelves were filled with decomposed matcriul made out of 

paddy straw, lime, bran and coiiun. Layers of paddy drenched in 
waier were spread will) layers of lime and rice bran and allowed lo roi 
fur 10 days in open places close to the kubung and near a source of 
water. Similarly, layers ot' cotton drenched in water and mixed with 
lime were allowed to rut for 10 days. A( (he end o f 10 days these two' 
were mixed and spread on the shelves about one leet in thickness. 
Before sowing the seed, sieajn was blown into the kubung and the 
kubung was kept aû  light for a day. From the next day onwards, after 
sowinf' the seeds, Uic water was sprayed by the sprayer both in ihc 
morning and evening lor U) days for mushrounis to sprout. From the 
tenth day onwards mushrooms were ready for picking lor a period of 
10 days. By the end of tlie 10 days of harvcati/ig t)»c vigour of ihe 
secd-bed got exhausted, and the spent decomposed mixture was used 
as organic manure.

In brief, one production cycle was composed of 34 days for dif­
ferent activities 4S follows:

a ) D e c o m p u u u o i o f  s ira w  a nd  c o tto n  lO d a y t

b) Removing ipe.il dcconiposcd malcriaJ and
lo a d in g  fics ih  m u c r ia J  3  d a y s

c )  I ' l l l i n t ;  k u b u n g  w ith  w a te r  v a p o u r  1 d a y

d )  S o w in g  a n ti rc . in n { ;  10 d a y s

c )  P ic k in g /h a rv e s lin i;  10 d a ys
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Total • 34 days

Since decomposing of suaw and cotton were carried out in the 
open yard, it was pos sible lo manage 14 cycles in a year witfiout much 
difficulty. Generally fanners planned lor 12 cycles in a year. Like in 
industry, it was possible to supply mushrooms in ei{ual quantity every 
day by scheduling the tune a/nuig ihc farmers. It was also poiisible lo 
increase or decrease the supply of mushrooms at a short noiicc of one 
month.

7} Cost of Cuitivatirn
To understand tnc cost of culiivauon of Chirejog village, infor- 

noauon from three farmers was coilcctcd. The csiimatcd cost of pro­
duction in May 1987 was a.s given in Statement I.
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S b itm m t I ;  CM t d rC e w ln irtk *  o f O *  K iO w ie

B ued <M the fieki cnqiiixy 
u iM x y  I9ff7

Baaed M  dau ptejpared by* 
a fricu ltm l exienaioa i «  1982

keau Rp Item* Rp

Stnmg bigbaaiboo Bamboo 250 No*, mcrtium
13N p a.9R p 2000 24000 .ii2edO R p 2S 0 62500

BMibooauilONoa. Sttelwiie t O kg ^R p
|»llplOOOp»m« 10000 700 per kg 7000

Mediam tiled bamboo Nitla 8000
2 5 0 N o * .« R p 3 0 0
perpieoe . 75000

PUftic ihe« 20 kg Bamboo mat 12 Noa.
0 R p  2000 per kg 40000 @  Rp 1300 per mat 15600

Wire, nail, rope 15000 PlaAic 20000
Labour charfB 100000 LaboiHr expcaaea 26250

Tolal 264000 Tout 139350

Ocvreciatioa 264000 
percyde ~ 24 «  11000 Depfcciation 139350 

per cycle "  25 »R p  6000 (Say)

*NoU\ In 1982 Agticultural Exteiukm Service prepared a propoial for the miub- 
loooi fjamcn o f Krawang. the d u o ia  where Jatetan villi^e u  locaicd. D au from 
that fepon it  jlaed for compariaoiL During t&e pan five yean the price* o f leverai 
■MicnjJift lunm rin n jril

The life span o f a Kubung is two years and assuming that 12 
cycles of mushroocns are reared in an year, the depreciation per cycle 
would work out to Rp. 11,000. The available expenses for mushroom 
cultivatioo per cycle are given in Statement U.

8) ProductiMi ttd  Retunas
The average production per kubung in Chirejog village was 

around 200 k ;  per cycle. The qwnt composed material c(Momanded a 
BUtfket price of Rp 4000. The average price received by a fanner for 
oae kg of mushroom was Rp 1000. Statement UI gives the returns to 
the fanners.

The economics of cultivation shows that though the cost of pro­
duction had increased along with the market price, the net revenue 
for the farmers had declined. The family labour cost for harve­
sting, watering. prq>araiion of decomposed material, sowing, 
maintenance have not been incorporated. If the revenue is treated 
as return for the family labour, it could be stated that the return has
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S u te m e n t  i l :  V a r ia b le  E x p c a s c a  l o c u r r n i  In  C u lU v a U o a  oT 

M iu b r o o in

Bm 'xI on our field enquiry in 
May 1987

B ased  o n  d a ia  p ic p a ic d  b y  

a g n c u l iu ra l  c x t c iu io a ,  June  

1 9» 2

hem R p Rp

S u a w  ( t r a iu p o ita d o o  c o i. i)  2 5 0 0 0

L im e  6 0 0 0

R ic e  bran 1 6 0 0 0

C o n o n  1 2 0 0 0

K e ro te n e  2 0 0 0 0

S eed  ISOOO

L a b o u r  c o u  2 0 0 0 0

S le r i l iz a i io n  1 00 0 0

T o u l  1 2 4 0 0 0

10000
3 1 0 0

10000
1 8 0 0 0

7 5 0 0

1 2 5 0 0

1 2 5 0 0

7 5 0 0

8 1 1 0 0

SUUoKiit 111: Per k« Production and Returns ft-om Mushroom CuiUvatJoa

R e v e n u e  p e r  k (

B ased  o n  o u r  f ie ld  

e iH ju iry  in  M a y  1987

B a se d  o n  d a u  b y  a g n c u l-  

(uraJ e x te n s io n , J u n e  1 9 8 2

A v e ra g e  p ro d u c t io n  p e r c y c le  2 0 0  k g  

A v c n g t  p r ic e  re c e iv e d  K p  1 00 0

In c o m e  b y  sa le  K p  2 0 0 0 0 0

In c o m e  b y  sa le  o f  m a tc n a l 

s p e n i R p  4 0 0 0

V a r ia b le  c o s i p e r  c y c le  R p  1 2 4 0 0 0

D e p re c ia t io n  p e r c y c le  R p  1 1 0 0 0

T o ta l expe n se s  p e r c y c le  

C o u  o f  p ro d u c t io n  p e r

N e t c o n t r ib u t io n  p e r  k g

1 3 5 0 0 0

1 3 5 0 0 0

200

2040U O

= 6 7 5

200
1020

345

2 0 0  k g  

R pS O O  

K p  IbOOOO

R p 8 1 IO O

K p 6 0 0 0

8 7 1 0 0

8 7 1 0 0

200

160000
200

=  4 3 5

365

declined. If one were to consider ihe inflation factor one can conclude 
that over the years the net returns of (he mushroom farmers have 
eroded.



9) Altcraatives for Incrcasiag Farmers Income

A) Reduaion in the Cost oflnptas Used
Straw, the base material used for mushroom cultivation is burnt 

in the field and the mushroom farmers have to incur transporta- 
tioo cost 10 carry it from the farm to the homes. There aisu seems to 
be scope lo reduce the cost of construction of kubung. Bulk buying 
of lime and couon can be another source of cost reduction . Mush­
room seed is an imp<Miani cost item. More importantly, the quality 
of seed can be a significant factor determining the yield, (farmers did 
not complain about the quality of seed.) Statement IV gives the pro­
duction cost of seed as worked out by the extension department 
in 1982.

S u u n x B t  I V :  C o c t a t  P r o d u c t io n  o f  M u s h r o o m  S e e d  p e r  B o t t le

A .  F i x e d  J n v t s l m t H t

P U n i fo r  re « h i) |{  1 00 0  tu b e s  R p  S.OOO.OOO

B u U d in g  R p  2 ,5 0 0 .0 0 0
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T o w l  R p  7 ,5 0 0 ,0 0 0

B . V a r t a b U  C o s i j o r  P r o d a c t H g  t O O j O O O  lx>tUcs a  m o n th

M a te n a i u*e<t f o r  c u ltu r in g  <eed R p  7 .5 0 0 ,0 0 0

L a b o u r  ex .pco fea  , K p  1 ,3 5 0 ,00 0

T o u l  R p  8 ,8 5 0 ,0 0 0

C . C o t t  o f  P r o d u c t i o n  f o r  bo ttle  o f  s e e d :

V a r ia b le  c o c t p e r  m o n th  R p  8 ,8 5 0 ,0 0 0

D e p re c ia t io n  c o c t (S ye a rs  l i f e  is  a s tu m e d ) R p  125 ,00 0

C o s t o f  1 ,0 0 ,0 0 0  b o o le c  R p  8 ,9 7 5 .0 0 0

P e r b o t t le  c o s t R p  8 9 .75

O n e  K u b t u t g  w i t j i  8 4  o i b e d  needs 5 0  b o u le s , th e  co s t o f  w h ic h  w o u ld  be 9 0  X  

5 0  »  R p  4 5 0 0 .

Assuming that the cost of production has doubled between 1982 
and 1987, the seed cost would be Rp 9000 (Rp A500 x 2) which would 
suU be lower than the farmer’s reported expenses of Rp 15,(XX). More 
than the cost, the quality of seed is critical and this activity managed 
by the coopemive can contribute significantly to this aspect. Three 
hundred uniu at Chirejog village can alone consume 15,000 bottles a 
roooth, ^  is IS per cent of the capacity. Another cost reduction



could be in ihe icchnology adopted for n iling'thc Kubung wiih water 
vapour.

B ) Yieid Increasing Efforts
U was reponcd that the yield per Kubung (84 m) varied between 

200  to 300  kg. Yield levels o f ihc research ccnues were not available 
for comparison. There could be scope for noi only increasing the 
yield, but also the qi aliiy o f mushrooms.

C) Marketing and Fi ocessing
The shelf-life c f  fresh mushrooms is 24 hours. After this the 

mushroom would llowcr and the fibrous and spongy character o f 
the mushroom would deicrioratc. Picking of mushroom starts early in 
the morning around 6 A M  and is complcicti within an hour. 
At Chirejog village ihc agonui o f the primary traders visit Kubungs 
in the morning and colleci mushroom.s. The price paid, it was 
reported, was uniform across the traders. Sonic inicrlocking bet­
ween traders and farmers was reported bul ihcrc was no com pl­
aint dial interlocking worked against the interest o f ihc larmers. 
On an average ihe farmeis received Kp 10(K) |)cr Kg at the larm 
gate. F'luctuations in pncc during the year were not liigh. Whatever 
the quantity ihat was available in the village was purchased by the 
traders.

iO) Marketing
Four traders at Krawang handled all Ihe mushruoms produced in 

the district. Before despaiclnng them to the major coiiNuiiiing/tcrminal 
market:;, they cleared and graded the mushrooms. Small si/ed mush­
rooms commanded a good price. Those with dark top layers were 
considered ovcrmatured and did ik ) i  get a good puce. The three desti­
nations to which the mushrooms were lrans|K>rtcd were Jakarta, Bogor 
aJid Bandung. At those inarkets, die mushrooms were not auctioned 
bul dirccily sent to the wholesalers.

Tlie fresh mushrcxim iinds iis way to con.sumcrs through the fol­
lowing channels.
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Wholesaler

A Lajgc Iresh vegetable relailer.s 
b InstituiuHiai sujipliers 
C h^kiKirters 
U I'mcc.ssors



A. Large faesh vcgettMc leuilers: Mushroom is one of the prod- 
uctt handled by larfe vegetable retailexs in fresh areas. The price is 
quoted high »  the monung and by afiemoon it stans declining. Cen- 
oally, the price ranges between Rp 1400 and 1800.

B. Institutional suppliers: Mushroom is popular in pizza huts. 
musJuoooi soup sellen and hotels. Most of the institutional buyers 
(pizza huts, hotel, soiall restaurants).have one or two regular suppliers 
for v^etables, eggs, meat and other products. Mushroom is also sup­
plied by them. Generally the prices are negouated for the whole year 
with some scope for adjustments. Two top hotels in Jakarta paid Rp 
ISOO per '#ik> of fresh mushrooms. The most popular variety was 
waw mushroom. In hotels which offered Chinese or Japanese cui­
sines. other good varieties of mushrooms were also purchased. The 
demand in the hotels fluctuated depending on the tourist irafric. All 
the institutions repwted that they placed orders with their suppliers of 
mushrooms once in three days. Most hotels reported that they also 
kept in stock tinned mushrooms to cope with a sudden increase in the 
demand.

C. Export o f Mushroom; Straw mushroom, it was reported, was 
mo»Jy exported to Hong Kong and Singapore in fresh form. Some­
time they were treated with chemicals to appear bright white. All

S t o t r f  t V: ParUcuUr* about Canned Mushrooms Sold al Super MarkcU
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Brand lu/nc Type of Packai^c si/jc Pricc
mushroom Gross

weight
gm

Nei
weight
gm

Rp 
depi. 
store ]

Rp
(Jepl.
siorc2

1. K )R N A S  
P.T. D IEN C. 
D IA Y A  
Coural Java

Straw 425 230 960 --

Z  PRIME 
PJ M AR G O Siraw 425

655
390

230
550
230

1385
2960
1300

1200

3. NAKCHSUS 
(Made iaChiaa)

425 ' 227 1820 1720

4. M A U N C
(Made in Cttiwi)

42S 227 llt2Q
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exports were by air cargo to ensure that they reached destination 
without loss of time. Midday flights to these destinations were not 
available on all the days in a week and naturally the quantities pur* 
chased by the exporters changed frequently. Quantity exported to dif­
ferent destinations and the prices realized were not available. The 
government had no special export promotion scheme for mushrooms.

D. Processors: Canned and straw mushrooms >vcre available in 
the departmental stores. The different brands, packaging sizes and 
retail prices were as shown in siatement V:
It could be observed that the price between one (tefxmmental store 
and another varied. On an average about two dozen tins of each brand 
and size were found in the shelves. Sales particulars per month were 
not readily available.

E x h ib i t  14 

C a n n in g  U n i t  I n v e s l r ^ n l  C o s t

A .  C a p i t a t  J n v t s t m t n t

In v e s lm e m  o n  m a c h in e ry  lo  can  K p  R p

3 0 0  k g  n iiu h ro o m /h o u i/2 0 0 0  a d a y  15 ,0 0 0 ,0 0 0

tM ii ld in g  an< f o th e rs  I O.UOO.UOO

T o ta l c o s t A  2 5 .0 0 0 .0 0 0

B . W o r k i n g  C a p i t a t

i )  f o r  3 0  d a ys  (b> 2 0 0 0  k g  in u s h iu o n i 
(4> K p  KOU p e r k g  48,00U.0(.X)

n )  C o s t o f  p re s c rv a u v c s  @  K p  I SO (o r  6 0 ,0 0 0  Itg  9 ,0 0 0 .0 0 0  

i l l )  C o s t o f  c a n t ,  la b e ls , p a c k a g c  a n d  o th e r  m a te ­

r ia l  ro r  p a c k in g  6 0 , KX) k g  @  4S 0  p er k g  2 7 ,0 0 0 ,0 0 0

i v )  L a b o u r  e xp e n se s  fo i 3 0  d a ys  fo r  20

p e rso n s  @  R p  15 0 0  p e r p e rso n  9 0 0 ,0 0 0

v )  A d m im u r a u v e  a n d  M is c  expenses 6 0 0 ,0 0 0

T o ta l C o s t B  8 S ,3 0 0 .0 0 0

C . P r o d u c t i o n  a n d  I n c o m e

P n x lu c t io n  p e r m o n th  . U x  2 0 0 0  6 0 ,0 0 0  k g  net w t

p a c k a g in g  s iz e  p la n n e t 3 5 0  g m  n e t w e ig h t 

( ix p e e le d  g m s  R p  5 0 0

S o u r c * :  T a k e n  f ro m  th e  IV < p u sd l lu r  ( im J jn c c  o f  M iu h iu o m  r .u m c r  o f  K r a w a i^ ,  

A g h c u l tu r a i  L x tc n s io n  i ic r v ic c ,  21 June



£ . Processing: Canned straw mushrooms were sold wiihin the 
country as well as exported. To increase the income of the farmers, it 
was possible to enter in the canning industry. A proposal for canning 
of straw mushrooflis was prepared by the extension depanmcni in 
1962 (sec Exhibit 14). The invcstmeni costs as well as the maieriai 
and labour costs must have increased over years. The cheapest price 
of mushroom was sold at Rp 4000 per kg (net).

To get a better price, the Jatisah KUD had three options; First, 
reach consumers wiihin Indonesia with fresh mushrooms, sccond, 
process and sell mushrooms as canned products, and third, to conccn- 
trate on sale of fresh mushrooms to institutional and export markets. 
The chairman was woridcring, what should be the choicc of markets 
for society and what additional information should be collcctcd to 
prepare a detailed project report?
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Annexure /

MUSHKOOMS O F INDONESIA

Four varieties of nmshrouins are giown in Indonesia. They are:'  
rice mushrooms. Japanese mushrooms, car mushrooms and oyster 
mushrooms.

Rice Mushroom: This is ihc most imponant variety grown in In­
donesia. li is grown on a bed prepared from paddy straw as its base. 
That is how ii gets it̂  name, in regions where alkali content of paddy 
straw is less, paddy straw is drenched in water and treated with lime 
and paddy bran. In about 10 days it gels decomposed. To this, cotton 
Imt is mixed with li-ne and decomposed for a period of 10 days, and 
added. The mushrot >ms are then sown on this bed. In regions where 
paddy straw with hi^h allcali content is available, the straw is soaked 
with water and allowed to rot along with charcoal made of husk. Rice 
mushroom is grown in most parts where paddy is cultivated. Of the 
four varieties, the ricc mushroom is easy to grow and can be reared in 
the least possible tune. It is luund in shape, m̂d opens up when kept 
for more than 24 hours. Once opened, it commands very little price 
bccausc its spongy and fibrous character changes. Since it is not as 
expensive as the o hcr three varieties, it commands a large market 
share within and outside Indonesia. 'I'hc important and nearest foreign 
markets arc Singaj>ore and Hong Kong. The major competitor for 
Indonesia is Thailand. Most of tlie exports arc in tlie fresh fonn, while 
some are bleached and ex|x>rted. Canned rice mushroom export is 
negligible. Since dii, fresh ones command an export market, soon after 
the harvest the prot uci should reach the airport, say. within three to 
four hours, and irrrnediately displayed in die shelves of the retail 
shops of the importing countries. Generally, the small ones arc consid­
ered to be of the best quality, and as such suitable for export

Japanese and Oyster Mushroom'. These two are reared on an or­
ganic matter put in plaMii. bags. In recent years, soybean shell and 
plants were used as organic luaitcr. The seed is sown in the bag and 
water is sprayed three to lour nines a day to keep u wet. It needs a 
dark room to grow well. One cycle ol cultivation Lakes three months. 
Among the four varieties, the ciiitivaiion of these two varieties is 
complex and requires a loi moie care jn d  attention. They also com­
mand an export markei C'ioin.i.illy. tlic prico t>l the>e two varieties is 
twicc as much as llia l ot ik c  iiiusluo^mi.
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Ear Mushroom: As the name iodkaies, the shape of this mush' 
room is jtisi like an ear. It is grown on wood. In a specific variety of 
wood, holes are made aad are filled up with seed and some organic 
maierial. The mushroom is ready in about one and a half months. This 
variety is gi»eraUy grown in the hilly regions, and can be dried and 
stored. U provides flexibility in coping with variations in the con­
sumer demand and is ntosily consumed within Indonesia.

Gemtral Infonmuion
Mushroom is considered as an exotic variety of vegetable. As a 

vegetable iu price o f Rp 1400 to 1600 is much above all other vege­
tables. One kg of potato, for example, costs Rp 600 to 900, beans Kp 
800 and carrot Rp 700. Its price, however, is much below that of an 
egg (per kg Rp 1600). chicken (per kg Rp 2500), beef (per kg Rp 
5345 to 6000), and fish (Rp 12.000). In terms of nutritive value, it is 
betjer than vegetaUes but poorer than meat, fish and eggs. Mushroom 
is used mostly in pizza huts and big restaurants. In urban areas, a rela­
tively richer class of people consume mushroom at home. In Indone­
sia. with the increase in the income of the people, mushroom eating at 
home is gaining popularity. On the export front, Indonesia has a scope 
10 expaftd its market in Singapore and Hong Kong. Govemmeni of 
Indonesia has several incentive schemes for export of other crops like 
coftee, tea and rubber, but no such scheme is available for mushroom 
export
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