MARKETING CHANNELS AND PRICE SPREAD OF
WHEAT IN JUNAGADH DISTRICT OF GUJARAT

ABSTRACT

The purpose of this study was to estimate the price spread, marketing margin and marketing cost
of wheat in the Junagadh district. The present study was carried out in Junagadh district. Multi-
stage sampling technique was adopted as per the objective of study and total 120 farmers were
selected for the study purpose.Data were gathered through in-person interviews with farmers,
typically conducted on their farms, using a structured questionnaire. For the wheat, three main
marketing channels were identified: Producer-consumer (Channel 1), Producer-village trader-
consumer (Channel 1), and Producer-wholesaler-retailer-consumer (Channel Ill). With the lowest
overall cost, margin, and price spread, Channel-I earned the largest producer's share in terms of
consumer rupees. Whereas Channels Il and Ill, being the least efficient.
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1. INTRODUCTION

The most extensively grown staple crop in the
world, wheat has been farmed  since
prehistoric times and is.consumed in various
forms by over a billion people worldwide [1]. It
is crucial to the agricultural and food security
missions of the world. [2]. India stands as a
major global wheat producer, contributing to a
substantial 20% of the world's wheat output [3]
[4] [5] [6): Guijarat is:a thriving state in the
agricultural sector, ‘with high levels of gross
production, productivity per hectare, adoption
of “innovations - and technologies, crop
diversification, introduction of new crops, and
post-harvest technology and management.
Gujarat has a diversified cropping pattern that
includes cash crops, oil seeds, food grains and
pulses, as well as food grains and pulses, and
cash crops. Major food grain crops in Gujarat
include wheat, paddy, bajara, maize, and
others[7].

The arrangements for marketing and the
expansion of markets have to be made only for
the surplus quantity available with the farmers,
and not for total productions. The rate at which
agricultural production expands determines
the pace of agricultural development, while the

growth,in the marketable surplus determines
the pace of economic developments|[8].
Stability in price of wheat has remained an
important goal for the planners and policy
makers. In recent years, it has received
considerable attention of researchers due to
the high inflation of food items. Most of the
study examined producer’'s share in
consumer’s rupee, the marketing cost and
marketing margins in foodgrain marketing.
Marketing cost depends on several factors,
including the type of commodity, nature of
functioning necessary in marketing and the
distance of the marketing place from the
farm[9][10][11][12]. On small farm wheat
production is taken for consumption to family
and surplus quantity is sold in market. Medium
farm wheat grower is growing the wheat crop
for both consumption and marketing purposes.
The large farm wheat grower is taking higher
production for marketing. India is the second
largest producer of wheat in the world[13].
Researchers have discovered that farmers sell
their harvested wheat to village traders,
wholesalers, retailers, or consumers directly. It
is significant to remember that farmers store
their produce for their own purposes, such as
personal consumption or seed. With a
particular emphasis on the distinctions
between marketable and marketed excess, the
purpose of this article was to examine wheat



disposal practices and marketing effectiveness
across a different farmer size. The goal of the
study is to comprehend how various sales
channels, along with the expenses, profit
margins, and price spreads that go along with
them, affect the producer's part of the rupee
that consumers spend. The study compares
the effectiveness of several distribution
channels to determine which marketing tactics
are most advantageous for wheat growers,
with a focus on the advantages of more
straightforward  distribution methods for
increasing producer profits..

2. METHODOLOGY

2.1 Source of data

The present study was carried out in
Junagadh district located on the Kathiawar
peninsula in southwestern Gujarat with the city
Junagadh as its administrative headquarters.lt
is located at 20° 47’ N and 21° 45’ N latitude
and 70° 17 E and 70° 55’ E longitudes.The
analysis obtained from primary data collected
with the structured questionnaire. A total
number of 120 farmers were randomly
selected and interviewed. Total marketing cost
and price spread incurred by the producer and
various middlemen were calculated by using
different formula.

2.2 Statistical tools

2.2.1 Marketable surplus

The marketable surplus is the residual left:with
the producer/farmer - after. .meeting his
requirement for the family consumption, for
need for seeds payment todabour in kind, etc.

Where,

MS = Marketable surplus
P = Total production

C =Total requirement

2.2.2 Total cost of marketing

The total cost incurred on marketing of wheat
by the farmers and the intermediaries involved
in the process of marketing was calculated as:

C=Cer+Cm+Cn2+Cns +_ _ _ _ _ _ +
Cmn-----. 2

Where,

C = Total cost of marketing.

Ce = Cost incurred by the producer in

marketing of wheat
Cmi = Cost incurred by the ith middlemen in
the marketing of wheat.

2.2.3 Marketing margin

The absolute and percentage margin of middle
men involved in the marketing of wheat was be
calculated as:
Absolute margin of ith middlemen (An):
=P,- (Ppi+ Cmi) ........ (3)

Percentage margin of ith middleman:

=Py (Ppi+Cmi) x 100/ Pien... (4)
where,
P, = Sale price of the ith middlemen
Py = Purchase price of the ith middlemen
Cmi= Marketing cost incurred by ith middlemen

2.2.4 Price-Spread

The producer’s share, marketing costs and
margins of different middle-men in the
marketing

of wheat was worked out for the adopted
channels using the formula:

Ps=P; x 100/ Pe........ (5)

where,

Ps= Producer’s share in consumer’s rupee

P; = Price of the produce received by the
farmer

P. = Price of the produce paid by the
consumer

2.2.5 Marketing efficiency (ME)

Ratio of Price received by the farmer to sum
of the marketing cost and marketing margins
is a measure of efficiency. Higher value of
marketingefficiency (ME) indicates higher
efficiency and vice-versa. The ratio of the
total value of goods marketed to the total
marketing cost is used as a measure of
efficiency[14].

ME =FP/MC + MM........ (6)

Where,

ME = Index of Marketing Efficiency

FP = Price received by the farmer

MC = Marketing Cost

MM = Marketing Margin

3. RESULTSANDDISCUSSION

Primary data was collected with the well
preparedquestionnaire and 120 farmers were
selected andinterviewed.In the study area
three marketing channels were identified
through which wheat inthe study area were
marketed from the producers to the
consumers, which was:

Channel-I: Producer — Consumer

Channel-II: Producer —Village trader —
Consumer



Channel-lll: Producer — Wholesaler — Retailer
— Consumer

3.1 Disposal pattern, marketable surplus
and marketed surplus of wheat

The data presented in table 1 outlines the
disposal patterns of wheat across various
farmer size. It can be observed that, on an
overall basis, total production of wheat on
sampled farms was 8970.093 quintal. At the
overall level, out of total produce, 2422.21
quintal was utilized for home consumption,
304.83 quintal was utilized for wage purpose,
260.40 quintal was lost for damage and
396.98 quintal was used for reserved seed.
The results also revealed that the larger size of
farmers have the higher home consumption,

wage purpose and damage. The data reveals
that the overall marketable surplus of wheat
production was 5585.66 quintal. This surplus
across different farm sizes was, ranging from
508.44 quintals in marginal farms, 1154.09
quintal in small farms, 2045.93 quintal in
medium farms and 1877.19 quintal in large
farms, likely because wheat was consumed in
large quantities as a cereal. However, the
marketed surplus was 2461.64 quintal, on
overall.That indicated that small farmers sell a
smaller proportion of their production, possibly
due their personal needs, whereas medium
farms might retain more for future sales or
other purposes.

Table 1.Marketable surplus and marketed surplus of wheat n=
120
Particulars Size of farmers (qty. in quintal) Total
Marginal Small Medium Large

Total Production 749.7 1764.67 3181.36 3274.35 8970.09
(a) Home 168.68 397.58 816.33 1039.60 2422.21
consumption

(b) Wage Purpose 28.26 90.70 82.39 103.46 304.83
(c) Damage 9.37 41.11 99.89 110.01 260.40
(d) Reserved for seed 34.93 81.17 136.79 144.07 396.98
Total (ato d) 241.25 610.57 1185.42 1397.16 3384.42
Marketable surplus 508.44 1154.09 2045.93 1877.19 5585.66
Marketed surplus 276.56 584.63 1010.39 590.03 2461.64

3.2 Disposal pattern of wheat

Table 2 presents the breakdown of‘the total
marketed surplus of wheat based on the
agency through which it was sold. This data
provides insights into the distribution.channels
utilized by farmers to sell their wheat produce.
By analyzing agency-wise sales, researchers
could gain a comprehensive understanding of
the dynamics of wheat marketing, including the
preferences and strategies adopted by farmers
in response “z:to »market conditions and
economic.considerations. On an overall basis,
the :total marketed surplus of wheat was

observed to be 2461.64 quintals. Out of this,
the highest produce 848.09 quintal was sold
through APMC, followed by village trader
807.61 quintal, consumer 577.62 quintal,
wholesaler 121.03 quintal and retailers 107.26
quintal by sample wheat grower

Table 2. Disposal pattern of wheat by farmers n=120
. Size of farmers (qty. in quintal)

Particulars Marginal Small Medium Large Total

Consumer 55.17 133.53 239.46 149.45 577.62
Village trader 98.40 175.62 343.53 190.05 807.61
APMC 82.25 205.32 339.49 221.02 848.09
Wholesaler 29.03 32.73 43.44 15.81 121.03
Retailer 11.69 37.41 44 .45 13.68 107.26
Total marketed surplus 276.56 584.63 1010.39 590.03 2461.64

3.3 Marketing costs incurred by wheat

followed by village trader Rs. 16.19 and

grower
Table 3 revealed that the marketing costs per
quintal were highest when selling through
wholesalers and retailer was Rs. 65.19,

producer Rs. 57.19. Further analysis revealed
that at the village trader level, transportation
cost was the highest share of the total
marketing costs which was Rs. 28.06, followed



by loading and unloading costs Rs. 11.25,
damage and other cost Rs. 7.39, weighing
costs Rs. 4.29, and packaging costs Rs.6.2.
Interestingly, there was not much variation in
marketing costs incurred by producers when
selling in distant markets through wholesalers
and retailer.

Table 3. Marketing costs incurred by wheat
grower n=120

Particulars Produc | Village Wholes
. aler/reta
(Rs./quintal) er trader ler
Weighing 429 | 526 | 6.33
cost
Packing
Charges 6.2 6.6 6.3
Loading and
Unloading 11.25 12.08 14.41
Charges
Transportatio 28.06 27 65 28.75
n Cost
Damage and 739 8.6 94
other cost
Total
Marketing 57.19 60.19 65.19
Cost

3.4 Marketing costs incurred by different
middlemen

The data presented in table 4 highlights. the
marketing costs incurred by different
middlemen in the marketing of wheat. It was
evident that wholesalers bear the " highest
average total marketing cost per quintal of
wheat Rs. 122.3, followed by, retailers Rs.
117.68 and village' traders' Rs. ;104.45.
Wholesalers incurred the highest costs in
commission Rs. 42.05, ‘which, significantly
contributed to their total marketing costs.
Transportation costs. were similar among all
three groups;:with retailers spending Rs. 40.1,
followed: by wholesalers'Rs. 39.7 and village
traders Rs. 36.9:

Table 4. Marketing costs incurred by different
middlemen

Commission 30 42.05 39.33
;):mage/Spona 59 54 59
Others 3.8 3.21 4.16
'(I;(())tsil Marketing 10;.4 122 3 11768

3.5 Marketing cost, margin and price
spread in marketing of wheat

The marketing costs, margins and price
spread in the marketing of wheat through
different channels have been presented based
on the data collected from farmers and market
functionaries in table 5. Each channel has
distinct components contributing. to the
producer's selling price, net price;smarket cost
and market margin. In:.Channel:l, the
producer's selling price was Rs: 2300 per
quintal, with a net price of Rs. 2242.81. The
market cost was relatively. low at Rs. 57.19.
The consumer's purchase price in this channel
was Rs. 2300, resultingin the producer's
share 'in the consumer's rupee being
significantly high at 97.51%. Channel-lI
exhibited a slightly higher producer's selling
price of Rs. 2380 with a net price of Rs.
2319.81 and the producer's share in the
consumer's:rupee was 89.41%.

Table 5. Cost, margin and price spread in
marketing of wheatn=120

Partmu]ars Channel | Channel | Channel
(Rs./quintal 0 i i
)

Producers | 45, 2380 2545
selling price

Producers | 5,45 81 | 2319.81 | 2479.81
net price

Market cost

Producer 57.19 60.19 65.19
Village 104.45

trader
Wholesaler 122.3
Retailer 117.68

Total Cost 57.19 164.64 305.17

Market margin
Village

trader 110

Wholesaler 112.47

Retailer 170

Total 0 110 282.47
Margin

Price
Spread
(cost +
margins)

57.19 274.64 587.64

n=120

Particulars Vlléag Wholesal | Retaile
(Rs./quintal) er r

trader

Weighing 124 | 1628 | 1532
Charge

Transportation 36.9 39.7 40.1
Loading and

Unloading 13.39 12.9 11.07
Charge

Packing 206 | 276 2.5
charges

Consumer's
purchase 2300 2594.45 | 3067.45
price




Producer's
share in
consumer's
rupee (%)

97.51 89.41 80.84

Channel-Ill showed the highest values
among the three channels. The producer's
selling price was Rs. 2545 with a net price of
Rs. 2479.81 and total margin was Rs. 282.47.
This resulted in a price spread of Rs. 587.64
with the producer's share in the consumer's
rupee being the lowest at 80.84 %.

Channel-l had the lowest total cost,
margin and price spread with the highest
producer's share in the consumer's rupee,
while Channel-lll exhibited the highest costs,
margins and price spread with the lowest
producer's share in the consumer's rupee. This
analysis indicates that simpler distribution
channels (Channel-lI) were more beneficial to
producers in terms of the share they retained
from the consumer's purchase price.

3.6 Marketing efficiency

The table displayed the marketing
efficiency of wheat across three different
channels. Channel-l exhibited the highest
marketing efficiency with a value of 39.21 %,
while  Channel-ll  and Channel-lll  had
efficiencies of 8.44 % and 4.21 %. The
producer's net price was highest in Channel-|
at Rs. 2242.81, whereas Channel-ll . and
Channel-Ill had net prices of Rs. 2319.81 and
Rs. 2479.79. The marketing cost was also
lowest in Channel-1 at Rs. 57.19 and Channel-
[l incurring higher costs :Rs. 305.17,
respectively.

Table 6. Marketing efficiency of wheat n=120

Channel. | Channel | Channel

Particulars | -l n

Consumer's
price (Rs! 2300 2594.45 | 3067.45

e))

Producer's
net price 2242.81 | 2319.81 | 2479.81
(Rs. /)

Marketing

cost (Rs. /q) 57.19 164.64 | 305.17

Marketing
margin (Rs. 0 110 282.47

/q)

Price
spread (Rs. 57.19 274.64 587.64

e))

Marketing

i 39.21 8.44 4.21
efficiency

Marketing margins showed a difference
across channels. Channel-I had no marketing

margin, while Channel-1l and Channel-lll had
margins of Rs. 110 and Rs. 282.47.
Consequently, the price spread was minimal in
Channel-I at Rs. 57.19 compared to Channel-
Ill. Overall, the highest marketing efficiency
was achieved in Channel-l due to its minimal
marketing costs and no marketing margins,
making it the most efficient marketing channel
among the three. Despite of Channel-ll and
Channel-Ill, having higher consumer prices
and marketing costs, exhibited lower
marketing efficiencies. This analysis indicated
that Channel-l was the most-favourable for
both producers and consumers  in terms of
cost-effectiveness and marketing efficiency.

4. CONCLUSION

The disposal patterns.of wheat-across various
farm sizes revealed that.a significant portion of
wheat production was allocated for home
consumption, wages, .damage, and reserved
seed::The marketed surplus was lower than
the marketable surplusdue to their higher
personal econsumption needs. Marketing costs
varied “across different sales agencies, with
wholesalers incurring the highest costs per
quintal, followed by village traders and
retailers. Transportation and loading/unloading
were significant components of these costs.
Channel-l exhibited the lowest total cost,
margin, and price spread, resulting in the
highest producer's share of the consumer's
rupee. In contrast, Channel-ll and Channel-ll|
had higher costs, margins, and price spreads,
with Channel-IIl being the least efficient.
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