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Marketing cost, producer's share in consumer’s rupees, and
marketing efficiency in different marketing channels of
Persimmon crop in Kullu district of Himachal Pradesh

Abstract

This study examines the marketing channels and associated costs in the persimmon industry,
focusing on the producer's share in consumer rupees and marketing efficiency. The research
analyzes different marketing channels involving wholesalers, retailers,.and pre-harvest
contractors. The findings reveal the marketing costs incurred by various stakeholders, with
variations observed across channels. The producer's marketing cost ranged from X187.40 to
%245.86 per quintal, while wholesalers, pre-harvest contractors, and retailers incurred
significant costs in terms of commissions, transportation, taxes;.and other expenses. The
analysis of price spread among channels highlights the net price received by the producer,
consumer's price, and marketing margins. Moreover, the study evaluates the marketing
efficiency of each channel, indicating their effectiveness in‘terms of cost management and
value delivery. The marketing efficiency values obtained.for Channel-1, Channel-2, and
Channel-3 are 5.48, 3.10, and 2.44, respectively. These results provide insights into the
distribution of profits and costs among different stakeholders in the persimmon industry,
aiding in understanding the overall performance of marketing channels.

Keywords : marketing cost, producer share ,consumer rupees, marketing efficiency,
marketing channels

Introduction:. This study examines the marketing channels and associated costs in the
persimmon industry. A marketing channel refers to the path through which a product moves
from the producer to the final consumer, involving various intermediaries. In the study area,
the persimmon marketing channels involved wholesalers, retailers, and pre-harvest
contractors. The aim of this research is to analyze the marketing costs incurred by different
stakeholders, determine the producer's share in the consumer's rupees, and evaluate the
marketing efficiency of each channel. This study presents the results and discussion based on
the analysis of the marketing channels and costs.

The study findings reveal the marketing costs incurred by producers, wholesalers, pre-harvest
contractors, and retailers in the different channels. In Channel-1, the producer's marketing
cost was 187.40 per quintal, while in Channel-2, it was 3245.86 per quintal. Producers in
Channel-3 did not have marketing costs as the pre-harvest contractor handled the purchasing,
grading, and packing. Wholesalers incurred significant costs, primarily commissions,




transportation, and taxes, totaling ¥1066.70 and X1104.85 per quintal in Channels 2 and 3,
respectively. The pre-harvest contractor's marketing cost was X740.35 per quintal, and
retailers had costs ranging from 2617.15 to X799.35 per quintal, including commission
charges, mandi tax, and transportation fees. Furthermore, the paper examines the price spread
among different marketing channels, highlighting the net price received by the producer,
consumer's price, gross marketing margins, total marketing costs, net market margin, and the
producer's share in consumer rupees. The analysis reveals variations in these metrics across
channels, indicating the distribution of profits and costs among different stakeholders.
Finally, the study evaluates the marketing efficiency of each channel, providing an overall
performance indicator. The marketing efficiency values obtained for Channel-1, Channel-2,
and Channel-3 are 5.48, 3.10, and 2.44, respectively. These values reflect the effectiveness of
each channel in terms of cost management and value delivery.

Research Methodology
Selection of study area

The main objective of the study was to examine the production and marketing aspect of
persimmon and attempts to describe the various facets of persimmon farming in the study
area. Kullu district of Himachal Pradesh was purposively selected for the present study as it
has a significant contribution with respect to the area and production of persimmon.

Selection of the districts:

The state comprises 12 districts, among these districts ,Kullu District was selected
purposively for the study of persimmon for present study.

Selection of blocks:

There are 5 blocks in-Kullu District . Out of them 2blocks, Kullu and Naggar block were
selected purposively for this study.

Selection of villages:

A complete list of all villages was prepared with the help of block development officer. This
list was.arrange-in-ascending order of the total villages 5% was selected randomly.. 35

Selectionof sample

Stratified random sampling was followed to choose a sample of 60 persimmon growers from
the Kullu and Naggar blocks of Kullu. Out of which 10 panchayat are selected. A list of
persimmon growers was procured from different sources. Out of the list, six respondents
selected from the each panchayat. based on the size of holding farmers were classified into
three groups :



Table 1: Sample selection based on different parameters

S.No Category of farmers Size of land holding No. of farmers

1 Marginal <1 40

2 Small 1-2 14

3 Medium 2-10 6
Overall 60

Marketing Costs

The total cost, incurred on marketing by the persimmon growers and various
intermediaries involved in the sale and purchase of the commodity-till the.commodity
reaches to the ultimate consumer will be calculated as:

TCn = C+ XL, MC;

Where,

TCn = Total cost of persimmon marketing,
Cg = Cost paid by the grower in the marketing of his produce
MC; = Marketing costs incurred by i middleman.
Marketing Margin
Marketing Margin of middleman calculated as the difference between the total

payments (marketing cost + purchase price) and receipts (sale price) of the middlemen and
calculated as follows.

Ani = Pri— (Ppi + Cmi)
Where,
Ani = Absolute margin of middlemen
Pri = Total value of receipts per unit (sale price)
Ppi = Purchase value of goods per unit
Cni = Cost incurred on marketing per unit
GMM (Rs) = Consumer s price — Producers

Marketing efficiency

Acharya’s Formula (Acharya and Agrawal, 2001) will be used for estimating the
marketing efficiency which is given as:

FP

Marketing Efficiency= (MC+MM)

Where,

FP = Price received by the farmer




MC = Total Marketing Cost
MM = Net Market Margins.

Producer’s share in consumer’s rupee:

It is the ratio of price received by the farmer to the retail price. It will be calculated by

using the formula:

PS = i % 100
~ RP
Where,
PS = Producer’s share in consumer’s rupee
PF = Farmer’s price (i.e. price received by the farmer/ producer per unit of
output)

RP = Retail price (consumer’s price) per unit of output

MM = Total marketing margins

Results and Discussion, Marketing Channels
Marketing channel

A marketing channel is<a path through which a product moves from the producer to
the final consumer. Due to the existence of several agencies functioning as intermediaries
between producers and consumers, there are various marketing channels in the study area.
The agents involved in the study area of persimmon marketing are wholesalers and retailers.
In the areas under study, the following marketing channels were seen:

Table 2 : Marketing channels followed by farmers in the study area

Marketing Channels Marketing Intermediaries

Channel-1 Producer — Retailer — Consumer

Channel-2 Producer — Wholesaler — Retailer — Consumer

Channel-3 Producer —Pre harvest contractor— Wholesaler — Retailer —
Consumer

Table 3: Farm category wise marketing channels followed by sampled household




Marketing Marketing intermediaries % Share in total
Channels in Quantity
marketed

Channel-1 | Producer —Retailer —Consumer 8.92
Channel-2 | Producer —wholesaler —Retailer —Consumer 44.30
Channel-3 | Producer —Pre-harvest contractor —Wholesaler

. 46.78

—Retailer —Consumer
Fig 1: Per cent Share in total
Quantity transacted through UE
different marketing channels [VALUE 1%
1% [VALUE
10%
= Channel-A Channel-B Channel-C

Marketing costs

i)  Cost incurred by producers:

Table 4 depicts the marketing cost and margins of various functionaries working in
various marketing channels. The-overall marketing cost borne by the producer in the case of
Channel-1 was X 187.40 per quintal, according to the data. The producer in channel 2 sold
their products«n the market through a wholesaler, and the producer marketing cost was
245.86 per quintal. Producers in channel 3 sell their produce to the pre-harvest contractor.
Farmers ‘had.no marketing costs since the pre-harvest contractor either purchased the fruits on
the tree or collected the produce from the producers' doorsteps before grading and packing.

Table 4: Marketing costs and margin of different functionaries in the different
marketing channels of persimmon

R /Qtl)

S.No. | Particulars 1 2 3
I Marketing cost incurred by producers

1 | Net price received by farmer 6612.60 7054.14 6900.00

2 | Transportation cost 77.00 115.36

3 | Packing material cost 95.00 95.00

4 | Loading / unloading 15.40 35.50

5 | Commission charge - -

6 | Mandi Tax - -

Total 187.40 245.86




Farmer's selling price 6800.00 7300.00 6900.00
1. Marketing cost incurred by pre-harvest contractor
A Gross price paid by pre-harvest contractor 6900.00
1 | Loading / unloading 23.10
2 | Packing material cost 95.00
3 | Commission charge 414.00
4 | Transportation cost 70.25
5 | Mandi Tax 138.00
B Total 740.35
C Pre-harvest contractor Margin 184.65
D Pre-harvest contractor Selling price/ Wholesaler 7825.00
purchase price
II. Marketing cost incurred by Wholesaler
A Gross price paid by Wholesaler 7300.00 7825.00
1 | Loading / unloading 26.95 23.10
2 | Room rent 340.25 340.25
3 | Transportation cost 115.50 115.50
4 | Mandi Tax 146.00 156.50
5| Commission charge 438.00 469.50
C Total 1066.70 1104.85
D Wholesalers Margin 173.55 147.70
E Wholesaler Selling price/ Retailer purchase 8540.25 9077.55
price
V. Marketing cost incurred by Retailer
A Gross price paid by Retailer 6800.00 8540.25 9077.55
B Cost components of Retailer
1| Loading / unloading 19.25 19.25 19.25
2| Transportation cost 53.90 53.90 53.90
3| Mandi Tax 136.00 170.8 181.55
4| Commission charge 408.00 512.42 544.65
Total 617.15 756.37 799.35
C Retailer-Margin 400.00 400.00 400.00
D Retailer Selling price 7817.15 9696.62 10276.90
V. Consumer's Purchase Price 7817.15 9696.62 10276.90

i) Cost incurred by wholesaler:

iii) Cost incurred by the pre-harvest contractor:

The-wholesaler was found in marketing channels 2 and 3. The most significant
marketing costs were commissions, transportation, and tax. The most significant marketing
expenditures were commissions, transportation, and tax. Wholesalers paid X 1066.70 and
1104.85 per quintal total marketing costs in these channels.

The total marketing cost borne by the pre-harvest contractor is calculated at X 740.35
per quintal. The main cost items were X 414.00 commission per quintal, ¥ 95.00 packaging
material and X 70.25 transportation cost.




iv) Marketing cost incurred by retailer:

The retailer was found in all three channels. Retailers incurred marketing costs of X
617.15, 756.37, and 799.35 per quintal in channels 1, 2, and 3, respectively. The major cost
components observed were commission charges, mandi tax and transportation fees.

However, there was not much difference between marginal, small, medium, and overall
categories in marketing costs and margins of different functionaries in the different marketing
channels of persimmon. Hence, the overall category results are shown in Table 4

v)  Price spread among different marketing channels

The distribution of prices in pink marketing among different channels is shown in Table
5 . From the table it can be observed that net price received by the producer ranges from
6612.60 in channel-1 to X 7054.14 in channel-2. The highest producer’s share in consumer
rupee was found in channel-1 (84.59 %) followed by channel- 2 (72.75 %) and channel-C
(67.14 %). Marketing margins range from 5.11 per cent in Channel-1 to 5.33 per cent in
Channel-3. Marketing costs range from 10.29 to 25.73 per cent according to different
channels.

Table 5: Price spread of persimmon among the different marketing channels

Particulars 1 2 3
Producer price () 6612.60 7054.14 6900.00
Consumer's price (%) 7817.15 9696.62 10276.9
Gross marketing margin(GMM) () 1204.55 2642.48 3376.90
Total marketing cost (%) 804.55 1701.46 2277.08
Net market margin () 400.00 573.55 547.70
Total gross marketing margin (%) 15.40 27.25 32.85
Marketing cost (%) 10.29 21.34 25.73
Marketing margin (%) 511 591 5.33
Producer's shares 84.59 72.75 67.14

vi) Marketing efficiency of different marketing channels

Marketing efficiency which is an indicator of the efficiency of marketing channels
overall performance was analyzed and presented in Table 6. The table indicate highest
efficiency in channel 1 (5.48) followed by channels 2 (3.10) and 3 (2.44).




Table 6.: Marketing efficiency of different marketing channels followed in study area

Marketing Channels
Particulars
1 2 3,
Total marketing cost 804.55 1701.46 2277.08
Producer price 6612.60 7054.14 6900.00
Net marketing margin 400.00 573.55 547.70
Marketing efficiency 5.48 3.10 2.44
(X/quintal)
Conclusion

Based on the results and discussion presented, the following conclusions can be drawn
regarding the marketing channels and costs in the persimmon industry:

Marketing Channels: The study identified three.main marketing channels followed by
farmers in the study area. These channels are as follows:

Channel-1: Producer — Retailer —:Consumer

Channel-2: Producer — Wholesaler — Retailer — Consumer

Channel-3: Producer — Pre-harvest contractor — Wholesaler — Retailer — Consumer
Marketing Costs Incurred:

Producer's Marketing Costs: The marketing costs incurred by producers varied across the
different. channels. In Channel-1, the producer's marketing cost was X187.40 per quintal,
while in Channel-2, it was %245.86 per quintal. Producers in Channel-3 did not incur any
marketing costs as the pre-harvest contractor took care of purchasing, grading, and packing
the produce.

Wholesaler's Marketing Costs: Wholesalers, present in Channel-2 and Channel-3, incurred
significant marketing costs, including commissions, transportation, and taxes. The total
marketing costs borne by wholesalers in these channels were ¥1066.70 and 31104.85 per
quintal, respectively.

Pre-harvest Contractor's Marketing Costs: The pre-harvest contractor incurred a total
marketing cost of 740.35 per quintal, with major costs attributed to commissions, packaging
materials, and transportation.



Retailer's Marketing Costs: Retailers, present in all three channels, had marketing costs
ranging from 2617.15 to 3799.35 per quintal. The main cost components for retailers were
commission charges, mandi tax, and transportation fees.

Price Spread among Different Channels: The price spread analysis revealed that the net price
received by the producer varied across channels, ranging from 26612.60 in Channel-1 to
%7054.14 in Channel-2. The highest producer's share in the consumer's price was observed in
Channel-1 (84.59%), followed by Channel-2 (72.75%) and Channel-3 (67.14%). Marketing
margins ranged from 5.11% in Channel-1 to 5.33% in Channel-3, while marketing costs
ranged from 10.29% to 25.73% across different channels.

Marketing Efficiency: The study also analyzed the marketing efficiency of different channels.
Channel-1 exhibited the highest efficiency with a value of 5.48, followed by Channel-2 (3.10)
and Channel-3 (2.44). The higher the marketing efficiency value; the more efficient the
channel is considered to be in terms of overall performance.

In conclusion, the study highlights the presence of multiple marketing channels in the
persimmon industry and provides insights into the costs dncurred by different intermediaries.
It emphasizes the importance of understanding marketing costs and efficiencies to optimize
the distribution and pricing of persimmons in the market.
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