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Chapter I

INTRODUCTION

l. Statement of the Problem

A market may be defined as "a sphere within which
price-making forces operate and transfers of ownership are
conaunaated.“l _This definition does not sssign any
territorial limit or physical characteristic to the
market which covers the entire sphere in which "numer-
ous services such as grading, processing, packaging,
transporting, storing and financing are performed in
addition to the most commonly recognised activities of
buying and selling."2 Iii short, it covers all the services
performed in the flow of marketing which starts at a
point where farmer sells his produce and ends at a point
where the ultimate consumer purchases it for his own
consumption neads. In this flow of marketing, there are
several transfers of title and at each point where
such transfers occur, prices are established. These
points are also called 'markets', but a ‘'market', in this
sense, denotes a place where buyers and sellers come

together and transfers of ownership are effected. Thus,

lﬁaitﬂ WeCe and Trelogan H.C., Agricultural Market
Prices, John Wiley % Sons, Inc., New York, 1951, p. 128.

. 2Ibid., p. 128.



for any agricultural commodity, there are village markets
where the produce is sold by farmers, secondary markets
where it is assembled, terminal markets where it enters
the consumer distribution channels, and finally, the
retail markets where it is sold to the ultimste consumers.
"These markets, then represent stages or subdivisions
in the entire market for given commodities. The relation-
ship between prices existing at these stages depends
largely upon the services performed at each stage plus
the time and distance involved as the commodity moves
from one stage to another. Hence, the points at which
processing, storage, grading and packaging takes place
have a definite bearing upon prices and price margins
existing from one point to another in the movement of
products from farmers to conaume'rs."3

Among all these points, the most significant price-
making point in a particular commodity market is the
terminal market. The produce is assembled here in larger
volumes than at any other point. The demand and supply
forces operating here are also more representative of
the entire market. The terminal point affords continuous
trasding and the latast informastion about supply and
demand is readily available here. The prices prevailing

at the terminal point are, therefore, used for ready

BWaite, 7“eCe and Trelogan, H.C., op.cit., p. 135.
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comparison with those established at other points, and,
as such, they exert a direct influence upon the prices
established at other points. In & 'perfect' market,
the prices prevailing at different stages move in a
closely-knit pattern and the differences between them,
at any time, can always be explained in terms of the
differences in the transport, handling and processing
costs and quality considerations.

In actual practice, however, a perfect market is
never realised and the 'price spreads' between two
points very frequently indicate, in addition to the
above-mentioned factors, local demand and supply condi-
tions peculiar to each of the markets considered. The
influence of this additional factor determines the
extent of imperfection in the market. This imperfection
may be of a short-time duration if it arises out of
accldental phenomena like transport bottlenecks, and
weather conditions, on which those who determine prices
have no direct or immediate control. But if the imper-
fectness is present in the organisational structure
which manifests itself in the weak bargaining position.
of sellers, presence of malpractices in the markets,
absence of perfect competition among purchasers and
lack of adequate transport or banking facilities, the
influence of the 'local supply and demand conditions’

is relatively of a longer duration.
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The present study concerns itself with the prices
prevailing at two stages in a commodity flow. One is
the "assembling” stage, where the producers even from
distant parts bring their produce; the other is the
'terminal' stage where the purchasers in the 'assembling'
centres sell their produce after necessary processing.
At the former stage, the dealings are between farmers
and traders while at the latter stage, they are between
traders and traders. It is our intention to study the
differences, if any, in prices prevailing at these
stages. Before we discuss the objectives in detall,
however, it would be worthwhile to review the research

conducted so far in the sphere of agricultural prices.

2. Review of the Research in Agricultural Prices

As was to be expected, the initial research in
agricultural prices concentrated chiefly on the prices
prevailing in the main central or terminal markets and
attempts were made to understand the behaviour of prices
of various commodities in relation to the changes in the
supply and demand factors peculiar to them. As more
and more detailed statistics became available, some
attention was also given, particularly in the United
States, to the comparative study of prices prevailing in
different markets and the 'spreads' between them. Side

by side with these attempts, statistical techniques were



also refined and the identification and measurement of
supply and demand forces which were primarily general
and primarily local became possible. To illustrate the
development of research on the regional variations in
prices, a large volume of literature on the examination
of prices of hogs, potatoes and wheat in different
markets in America can be cited.

To some extent, these intermarket price comparisons -
were horizontal rather than vertical. The markets
analysed were of the same nature, centrally situated
and ﬁhough, in the case of hogs and potatoes, the trans-
actions at these places were between producers and traders,
they were well organized and akin to the terminal markets.
The vertical price-comparison, i.e. comparison between
the prices paid to the producers and the prices prevailing
in the terminal market was not much attempted.

The problems tackled in India also were limited to
- the behaviour of prices of different commodities in the

5
terminal markets and the factors influencing them.

b(a) North Central Livestock Marketing Research
Committee, Price Differentials for Slaughter Hogs, Apri-
cultural Experiment 3tation, lowa state College, Ames,
Iowa, Bulletin P93, August, 1948.

(b) Phillips, C.D., Price Differentials for Slaughter
Hogs, 1937-41 at Markets Where Kentucky Hogs Are Sold,
Kentucky Agricultural Experiment Station, University of
Kentucky, Lexington, Bulletin 520, June 1948.

(c) “orking Holbrook, "Frice effects of Canadian

Wheat Marketing", ''heat Studies of the Food Fesearch Insti-
tut’, Vole. YIV, No. ’ Oct. 37.

Continued on next page.



Though some stray attempts were made to analyse regional
price difforences,bby and large, they were of a descrip-
tive nature; and the vertical comparisons of prices were
concerned with the functions and shares of different
middlemen operating at various points. Of course, the
need to examine the prices received by farmers in relation
to those prevailing in the terminal markets was felt from
the beginning, but the scarcity of price data in the
local markets prevented any such attempt. Thus, for
example, when Shri Pande examinod,71n 1938, the prices

of cereals in the United Provinces, he selected some
major 'principal' markets for which price-data were
available and examined various factors determining the

prices. Since the information regarding the prices pre-

(d) Working Holbrook, "Factors Influencing Price
Differentials Between Potato Markets". Journal of Farm
Economies, 1925, p. 377.

5(3) Thomas P.J. and Sastiry K.S., Commodity Prices

in South India : 1918-1938, University of Madras, 1940.
(b) Decline of Agricultural Prices in U.P. & Punjab.

A study of Its Causes and Effects in Hapur, Chandausi and
Moga dur!iE May-June %EE;. Agricultural Economics Research
Saction, The De School of FEconomics, Delhi 8, 1956.

(c) Mahendru, I.D., Some Factors iAffecting the Price
of Wheat in the Punjab, Board of Gconomic anuiry, Punjab,

6(3) Pande J.K., Prices of Cereals in the United
Provinces. How They Are Determined at Various Stages,
Sureau of Statistics & Rconomics Research, U.P., AfIahabad,

1938.

(b) Munshi M.C., From the Farmer to the Consumer. i
Study of Price Spreads, Hesearch Department ol the redera-
tion of Indian GEamEer of Commerce and Industry, Wew Delhi,
1945.

Continued on next page.
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-vailing in the secondary and village markets was not
available, he had tc leave the study after determining
the middlemen's margin for transporting the produce from
these markets to the 'principal' ones. ‘

There was, of course, another reasson besides non-
availabllity of data, why the vertical® comparison of
prices lagged behind. It was a well-known fact that the
proiucers suffered from a weak bargaining power and were
subjected to various malpractices. iore attention was
given to these problems of producers and to the improve-
ment in the agricultural marketing as sugh than to the
study of actual prices received by the farmers because
it was rightly felt that any improvement in the latter
was not possible as long as the defects in the marketing
organisation were not removed. The vast literature on the
marketing of different commodities and appointments of
various commissions by the Government to examine these
problems would indicate the seriousness with which this
aspect of the study was tackled. As a result of these
investigations, various legislative measures were used
by the central and state Governments for improving the
marketing system and the establishment of regulated

markets was the culmination of these attempts.

(e) Parthasarathy G., "Price of Hice During the Second
Five-Year Plan Period at Szlected Market Centres in the
Southern Zone." Artha Vijnana. Vol. 3, No. 2, June 196l.

7Panda J«Ke., Op.cit.
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Mention musté however, be made of s study conducted
by Shri Dantwala. It dealt with the marketing of raw
cotton in India, in which, in addition to examining the
magrketing methods and practices, he tried to calculate,
after assuming a fixed ginning percentage in all the raw
cotton, the "parity price"” for Dhulia cotton in Bombay.
He concluded after examining these prices, that the
prices of cotton in the Dhulia market were higher as
compared to the Bombay prices. His analysis, however,
suffered from certain shortcomings. In the words of
Dre Rath,g"the size and composition of the trader group
in the primary merkets could.... have been looked into
more thoroughly to examine the possibility of competition
and collusion amongst them. The price differential between
the various primary markets and terminal market could
have been analysed to find indication of the state of
transportation, cess, market information and speculative
action ss well as monopolistic tendencies on the part

of the traders.”

3. The Present Thesis and Its Objectives

With the elimination of many of the malpractices of

8Dantwala MeL., Marketing of Kaw Cotton in India,
Longmans, Green &% Co., Ltd., Bombay, 1937.

Frath Nilakantha, A Critical Review of Kesearch in
Agricultural Economics In India; unpublished Doctoral
)

Dissertation, University of Foona, 1960, p. 513.
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the traders, with a general awakening of the farmers
towards marketing problems, with the firm establishment
of the regulated markets in the Maharashtra State together
with a large quantity of data available with them, the
present time seems to be ripe to pick up these lost
threads and study the market organisation from the price-
end. In what follows, an attempt is made in this direc-
tion, by taking prices prevailing in the regulated markets
as a pivot of analysis of the agficultural marketing and
studying various factors, local as well as outside, which
influence them. More specifically, the present study
is attempted with the following objectives in view :
(1) To measure the seasonal and regional variations

in the prices of a commodity prevailing in

the main regulated markets.

(1i) To examine the relationship of these prices
with the terminal prices, to acccunt for the
price spreads between the regulfted markets
and the terminal markets and to measure the
share of middlemen.

(;11) To investigate the factors affectirpg local
supply and demand and measure their influence
quantitatigely, to determine the relative
importance of these factors in the process

of price formation.
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be Regulated Markets in ¥aharsshtra

Before we proceed further, a word must be said
about the regulated markets in iaharashtra whose origin
dates back to 1927 when the Government of Bombay enacted
the Bombay Cotton Market Act, under which, by 1939,
seven cotton markets were regulated. In 13939, Government
decided to extend the application of this Act to other
commodities and passed the Bombay Agricultural Produce
Markets Act of 1939 under which the present markets are
regulated. These markets are supervised by the Market
Committees which are composed of the representatives of
the farmers, traders, govorhmant, and local
bodies. They are authorised to collect cess from the
sellers for the sales of the regzulated commodities, effected
in the 'market area',vwhich is the jurisdicticn of the
Market Committee. They are to lay down the rules for
governing trading practices, to fix various market
charges and to provide facilities for better marketing.
In essence, they represent an attempt on the part of the
GCovernment "to establish orderly marketing by standardis-
ing the market practices and eradicating the age-old
malpractices with a view to créate confidence between
the seller (producer) on the one hend and the buyer (mer-

10
chant) on the other so as to give every one a fair deal.”

10

Summary Report of the Marketing of Groundnut in
the Bombay State, g%ﬁ;, Office of the rarketing Research
8] cer, B-So, Som ay, 1954.
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It must be stressed, however, that the Market
Committees do not directly intervene the price mechanism
either by 'fixing' prices or by making purchases or
sales. Rather, by regulating the activities of the traders,
by disseminating price and other.infornation to both
sellers as well as buyers, by introducing the 'open
auction' method of sale and by supervising all the deal-
ings, they create conditions in which the real price-
determining forces are free to operate. The term
'regulated', therefore, refers not to the prices but to
the marketing practices. As far as actual price mecha-
nism is concerned, the markets selected for this study

sre entirely free from the state regulation.

5. Selection of the commodity, the markets and
the Period of Analysis

Considering the magnitude of the problem and the
heavy work.of calculation it involves, it was decided to
select only one commodity and three regulated markets
for the study. Two considerations weighed heavily while
selecting the commodity. Firstly it was thought that
the data for the commodity should be available for at
least ten years so that the behaviour of prices in dif-
ferent phases of the business cycle could be observed.
Secondly, it had to be seen that, as far as possible,
the markets regulating that commodity were spread all

over the Maharashtra State to ensble regional comparisons
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to be made. Any of the foodgrains, therefore, could not
serve as a required commodity as they were introduced
in the regulated market after 1953 when controls were
lifted. Only two commodities - groundnut and cotton-
satisfied the first reguirement; and out of these two,
only groundnut fulfilled the second one, cotton being
mostly concentrated in the northern laharashtra. The
fact that the prices of groundnut during the ten-year
period between September 1949 and August 1959 exhibited
a typical cyclical movement also favoured the selection
of groundnut.

Groundnut is produced in the Maharashtra State
(excluding the districts of Marathwada and Vidarbha) in
the Khandesh (Dhulia and Jalgaon), Sholapur, Satara
(Sangli and Satara) and Xolhapur regions. Thrase markets
were selected from each of the first three regions after
considering the nature of data available with them and
the importance of the markets. These three markets are:
Barsi (Sholapur district), Dhulia (“est Khandesh or
Dhulia District), and Karad (Satara district)?/ Their
location in the Maharashtra State is shown in the
accompanying map. All the three markets are large assembl-
ing centres where producers bring their produce and are
well connected by rail and road with Bombay - the terminel
market of the State.

The period of analysis, as mentioned earlier, is
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of ten years between September 1345 and August 19.9.

The marketing year is between September and August.

6. Scope and Contents of the Thesis
As has been said earlier, the primary purpose of

this study is to examine the price mechanism of ground-

- nut in the regulated markets and to analyse the relative
importance of various factors determining prices received
by farmers. By doing so, it is hoped that the relevant
statistical tocols can be found out which will be helpful
for studying the price-behaviour of other commodities

as well, This Qtudy is also aimed at finding out in
what way the data collected by the regulated markets

can be usefully employed and to what extent they can

be improved. '

It is obvious that the principal factor determining
prices in the regulated markets is the terminal price.
Since the terminal price sums up all the internal as
well as international influences operating in the entire
market, it is assumed, at the outset, that by taking
'the terminal price' as one of the determinants of the
'local price' (i.e. price prevailing in a regulated
market), we have implicitly considered all these
internal and external influences. Xoreover, we have
assumed the terminal price as given and, though the prices

prevailing in Bombay during the ten-year period have been
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reviewed no attempt is made to assess quantitatively
the influence of the various factors on these prices.
Further, for all practical purposes, we have assumed the
influence of a single regulated market on the terminal
market as small and, therefore, negligible. The terminal
price is regarded as independent of the local price. . 7
The previous research in the intermarket price com=-
parisons has been mostly concentrated 6n the 'price
differentials' between the daily, weekly, monthly and
annual prices prevailing in two markets. These 'price-
" differentials' were compared with the normal ones which
take into account costs of handling and transporting
between the markets, and the differences between the
actual and narmal price differentials was then related
to the local influences prevailing in either of the two
markets. This method, however, assumes that the prices
quoted in two markets refer to the same commodity and
_that normally there is one-to-one correspondence between
these prices. These assumptions may be valid while com-
paring the prices prevailing in two terminal markets which
are well organised and highly competitive.‘/But when
we compare the prices prevailing in the secondary markets
with those prevailing in the terminal market, i.e. when
we compare the prices vertically, the validity of these

assumptions becomes doubtful. Thus, as far as groundnut
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is concerned, the quotations in the two markets do not
refer to the same thing. While in the regulated markets,
groundnut pods are moetly marketed, in the terminal

- markets, prices invariably refer to the groundnut kernels.
The kernel content in the groundnut pods, also cannot

be assumed to be uniform because it changes not only

over the years but also within a year depending upon the
condition in which the produce is marketed by the culti-
vators. The second assumption may also suffer due to the
weakness in the marketing structure. A secondary market

is not as well-organised as the terminal one and there-
fore, the former may not absorb fully the impact of changes
in the terminal price. Moreover, with the'speculative
nature of the traders, the effects of the terminal price-
changes on the local markets may be different in different
phases of the business cycle. The one-to-one relationship
between the two prices, then, cannot be, a priori, assumed.
Unless these assumptions are tested for their validity

in more detail, therefore, we cannot use the method of
'price differentials'. As we proceed further it will

be clear that taking the 'terminal price' as one of

the independeﬁt factors and the 'local price’ as a de-
pendent one in the regression equation is more advantageous

than taking the 'price differential' as a dependent one.

Consistent with the objectives listed earlier, the

thesis is divided in nine chapters. The present intro-
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ductory chapter is followed bty chapter 2 which deseribes
the general importance of groundnut in India -~ its
cultivation, production, trade end consumption. In
Chapter 3, the factors governing groundnut prices in
Bomtay are examined and the movement of tnese prices
during the ten-year period under conszideration is re-
viewed.

The nature of the 'local' factors is examined in
detail in the next three chapters btefore assessing their
individual eontribution to the price-mechanism. Chapters
4L and 5 are devoted to the supply side of the price-
mechanism in the three regulated markets, The former
chapter deals with the general importance of the commo=
dity in the markets, its quality and the form in which
it is marketed and the factors influencing its yearly
and monthly arrivals. Chapéor 5 examines the marketing
tendencies of the sellers as reflected in the figures
of weekly arrivels and studies the effects cf tne timing
of harvests, of the volume of produetion and of the price
prospects on the course of arrivels. The demand side
is ccneidered in chapter 6 which examines the functions
of different types cof pure¢hasers, their 'margins',
their importance in the markets, factors determining their
demand, rcle of speculation and the nature of competie
tion. This is followed by a case study of Dhulia
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where more detailed information is availatle.

Chapters7 and 8 examine the process of price=-
determination, Chapter 7 describes the methods of sale,
the bargaining power of the farmers, the role of co-
operative societies and commission agents in the price.
determination and the factors taken intc account by
buyers while fixing day to day prices. Thie is followed
bty an examination of the availatbtle three price indicators
and the differences in their movements patterns. The
factors determining locael prices ere then summarised and
a model is set up for measuring quantitatively their
influsnce. It includes a discussion ;f the vario;s
assumptions. Chapter 8 presente the results of the
analysis and attempts an interpretation in the‘light of
the availatle gualitative infcrmation, This is followed
by Chapter 9 which summarises the findings snd suggests
improvements in the data which are at present teing
collected bty the Market Committees.

7. Sourges of Data
The principal source of the data used in the sube

sequent analysis 1s, of course, the records maintained
by the Agricultural rroduce Market Committees at Barsi,
bhulia and Karad, These records consisted of "Arrivals

and krice Hegisters”, from which the figures of daily
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arrivals and prices were collected., From these daily
figures, the weekly, monthly and annual totals end aves
rages were later computed. In Dhulia, the "Furchase
Registers" were availatle from which the monthly figures
of purchases made bty different btuyers could be ottained.'
The figures of imports collected by the Uhulia Market
Committee were alsc made svailable,

In essence, the reliance was placed on the compiled
information in the possession of the KMarket Committees.
ALl the relevant information collected and compiled Ly
them was used. The figures of purcheases in Earsi and
Karad were obtainatle only through the "Transesction
Hegisters" which contained detailed record of each and
every trensacticn effected in the merket yerd, bBut this
necessiteted quite & heavy work of compilaticn end, theree
fore, these figures were not collected. Fcr the same
reasocn, the regionwise bresk-up of arrivels was not
availatble, A special mention must be made of a ncte
prepared by the Barsi Market Committee on "Price spreads
for Groundnut®™ and the "Market Diaries” mainteined bty it
eince 1956 in which the dayeto-day developments in the
market were recorded. Both contained some valuatle
informetion. T7The annual reports of the Market Committees
were also found useful,

The infeormation prcvided by the Market Committees was

supplemented witn the figures of production of groundnut oil
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which were provided by the offices of the bxeise Inspector
situated at these centres. lnterviews were alsc arranged
with the traders and cilmillers who, though unatle to
give statisticel information, provided an insignt into
the pricé mechanism, 71he figures of districtwise acreage
and production of groundnut were taken from the "Season
and Crop Heports" of the Pombay State, while the taluka-
wise statistics for later years were availastle in the
HwTCTog mt drfewta gix (Maharashtra krishijivan:
Sankhyiktauare'nan).l1

The figures of deily spot and futures prices pre=-
veiling in the Bombay Market were ccllected from the
records of the Bombay Ulilseeds and Cils Exchange, Bcmtay.

8, Statisticsl Metheds Used

The seascnal variation in prices and arrivals has
been measured by calculating monthly seascnal indices.
For each price series, & two-item total of a twelve-month
moving total is taken and the final sum divided bty twenty-
four. The relatives for each yesr are ottained bty divide
ing the original data by the ordinates of tne moving
average and multiplying the ratio bty 100. From these

nwrsg s driesia gl

Gokhale Institute of rclities and teonomics,
toona &4, 196l.
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relatives, the 1%ndox for the whole period is computed

by what Kuune{; calls "the method of positional arith-
metic means". This method consists of arranging for
each month, the successive relative deviations from the
moving average and taking the arithmetic mean of the
middle four (or three if the number of years is nine)
terms. It is believed that this method removes most of
the influence of extreme values and is an improvememt over
the median. The seasonal index thus obtained is then
centred around 100,

In the case of seasonality in arrivales, a slightly
different and simpler method is followed. Since the
element of secular movement is not appreciable in the
series of arrivals, it is considered unnecessary to cal-
culate the deviation of original data from the moving
averages. Rather, the relatives are calculated by taking
the percentage arrivals of each month (i.e./ monthly
arrivale divided by annual arrivals_/ x 100 ) and from

these relatives the index is calculated by the same

method used in the case of price series.

12
Kuznets Simon, Seasonal Variations in Industry

and Trade, National Bureau of Fconomic Research, New York,

lBStrictly epeaking, the met hod followed here is a
simplification over that used by Kuznets which involved
taking the arithmetic méan of a successively increasing
number of middle items and then choosing that o mbination
of central items which shows a value close to the central

tendency for eachsmonth.
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A word ehould also be said about the correlation
methods used. “henever the variables under consideration
can be accurately measured and whenever the number of
observations is sufficiently large, the relationship
betwsen the factors is measured quantitatively by the
usual correlation and regression coefficients. In all
the other cases, the existence and the nature of any
relationship is verified approximately either with the
help of scatter diagrams or by taking into account the
directions of successive changes in the two series.

The description of the other methods followed is
given at the appropriate places.



23
Chapter II

GROUNDNUT - ITS IMPORTANCE, CULTIVATION,
UTILIZATION AND TRADE IN INDIA

1. Cultivation

Though India leads the world in the acreage and
production of groundnut,1 its cultivation in the country
is of a very recent origin. It gained importance during
the present century in an unprecedented way. The ave-
rage acreage during the period between 1900-1910 was
only about 575 thousand acres; but it grew to an average
of about 9,336 acres during the period-between 191»0-50.2
This phenomenal increase in the cultivation is mainly
due to the increase in the internal consumption of
groundnut oil for various purposes and rise in the
world demand for 1£s products.

Groundnut is mainly a kharif crop and the bulk
of it is sown in June-July and harvested in November-
December. The principal States producing this crop are:
Andhra Pradesh, Bombay (Maharashtra and Gujarat), Madras

and Mysore. They together, as can be seen from Table 2.1,

lindiats average share in the world acreage was
about 43.6 per cent during 1923-32 and 37.9 per cent dur-
ing 1954-58; in the world production, it was 52.3 per cent
and 33.0 per cent in the two periods respectively.
[Sources: Report on the Marketing of Croundnut in India
(referred to below) pp. =45 and Oilseeds in India,
1956-57 and 1957-58, Ministry of Food and Agriculture,
Government of India, p. 50.]

Continued on next page.




24

Table 2.1 : Area under and production of Groundnut in
different states during 1957-58 #

State Area in 1957-58 Froduction in 195758

Acres Fer Tons FPer
(in thousands) eent (in thousands) cent

Andhra Fradesh 3,101 21 .45 995 23.30

Bombay 5,713 39.52 1,265 29,62
Kerala 34 0.24 11 0.26
Madhya Pradesh 814 5,63 199 4.66
Madras 1,795 12.42 860 20,14
mysore 2,154 14.90 635 14.87
Orissa 55 0.38 16 0.37
Funjab 146 1.01 A8 1.12
Rajasthan 172 1.19 35 0.82
Uttar Pradesh - L73 3.27 207. L.85
Himachal Fradesh (b) (b)

# Relate to final estimates and subject to revision,
(b) Below 500 acres/tons.

Source : Oilseeds in India 195758 (Ministry of Food
and Agriculture, Govt, of India, 1958 ) p.l8el9,
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accounted for over 88 per cent of the total acreage and
production in India during the year 1957-58.

The main products of groundnut are groundnut ker-
nels and groundnut oil. The by-product of groundnut
oil is groundnut cske. The kernel content and oil content
in grourgdnut depend upon its variety. Thé details of
different varieties are given in Table 2.2.

In Bombay, the Peanut variety accounts for the
largest area amounting to a little less than half of the
total area under groundnut. The Bold variety comss next,
accounting for about one-third of the area. All the
other varieties are grown in the remaining area. 1In
Madras and Andhra Pradesh, the main variety is Coromandel,
Peanut being of secondary importance. In Madhya Pradesh,
Red Natal and Peanut are mainly grown, while in Hyderabead,
Coromandel, Bold and Peanut are important. Coromandel
and Red Natal are important in Mysore.

Though the oil content in different varieties
varies between 46 and 4B per cent, the actual oil produc-
tion depends upon the crushing machinery used. "Figures
obtained from a number of mills in the different parts of
India show that the crushing of groundnut kernels by

2Report on the Marketing of Groundnut in India,
Second Tdition (referred to subsequently as RMGI),
?1nistry of Food and Agriculture, Government of India,
953, p. b.




Table 2.2 : Varieties of Groundnut Grown in India.

Fergcent of Average Average

Variety Deseription average kernel oil con-
production content tent in
of all in pods the
varieties (Per kernels
during Cent ) (Per Cent)

: 1947-50.
(1) (2) (3) (4) (5)

Coromandel Medium long 51.4 68 48,22

kernels smaller
than Bold.

Bold Large long 171 69 46,86
, kernels having
a count of not
more than 60
kernels per 2
ounce.

Feanuts Small round 23.2 72 48.36
kernels having
a count of not
more than 77
kernels per
ounce.,

Red Natal Round kernels 3.4 T4 47.33
with deep red
coloured skin.

Other - &9
varieties ;

Cols,
Cel.

t(b): p-

Source : RMGI. Col. 3 E Pe 128
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expellers generally yields 40 to 44 per cent oil. Tho.
yleld of o0il obtained in the rotary mills ranges from 36

to 42 per cent, while that from the chekkus, or hand
presses, varies from about 35 to 39 per cent. .. The
average yield of oil from kernels in India may, therefore,
be taken as 40 per cent. The yield of cake may be reckoned

as 60 per cent."

2. Utilization of Groundnut in the Country

During the period between 1943-44 to 1947-48, the
average annual quantity required for seed was sbout 13
per cent of the average production. Rest of the kernels
were used for edible, crushing and export purposes.

Table 2.3 presents the average utiliszation of groundnuts
produced in India during the quinquennia ended 1937-38,
1947-48 and the triennium ending 1957-58.

It can be seen that there is no appreciable change
in the utilization of groundnut for seed or edible pur-
poses. Generally, the per capita consumption of groundnut
in the kernel form "is high in the groundnut producing
provinces and states: it is locally even higher in the
producing districts. The states of Madras and Bombay
consume 4.6 and 5.1 lbs. per head respectively, the highor
consumption in the latter being due to the habit of eating

3 mMcI, p. 173.



Teble 2,3 : Utilization of Groundnut ( Nuts in Shell ) in India,

During 1933-34 and During 1943-44 and During 1955-56 #
1937-38 1947-48 and 1957238
Thousand tons. Thousand Tons. Thousand Tons.
SUPPLY
Produection 2,822 3,692 4,091
Imports Negligible - =
Total 2,822 | 3,692 4,091
) Thousand Fer Cent Thousand ter Cent Thousand Fer Cent
UTILIZATICR Tons Tons Tons
Seed 322 11.41 464, 12.57 491 12.00
Edible use 188 6.66 280 7.58 286 6.99
011 extraction 1,200 L2.52 2,620 70.96 3,301 80.69
Exports 1,112 39.40 328 8.88 13 0.32
Total 2,822 99.99 3,692 99.99 4,091 100,00

# Subject to revision.

Sour 2 RMG, . .
e En%gngp;gnlgg;a p. 23.

14
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groundnuts on fast days. The consumption in the non-
producing states is confined to .the urban areaa."h

Table 2.3 also indicates the increase in the utili-
gation of groundnut for crushing purposes and decrease
in the export of kernels. This is due partly to the
Government.'s policy of encouraging export of groundnut
oil in preference to that of kernel, and partly to the
increase in the d?mand for oil for various purposes.
"The groundnut oil is mainly used for culinary purposes
specially in South Indis, in the manufacture of vanaspati
and for the adulteration of ghee, or other higher priced
oils. 1Its industrial uses, such as, the manufacture of
soaps, cosmetics, shark liver oil, etc. are on the lncrease."s

In the vanaspati (the hydrosonatéd vegetable oil)
industry, groundnut oil forms the main constituent, though
other edible oils are also used to a small extent. Con-
seocuent to the increase in the number of vanaspati factories,
therefore, the consumption of groundnut oil in the industry
has also risen. Thus in India, with the increase by more
than three times in the number of vanaspati factories
in 1948 over that in 1938, the utilization of groundnut
0il in this industry has increased from about 42,200 tons
in 1938 to nearly 1,68,000 tons or gbout 25 per cent of

the groundnut oil produced in 1949. This increased

k RHGI. p. 35.
5 Ibido, Pe 186.
6 Ibid-, Pe 220.
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to about 38 per cent during the triennium ending 13957-58.
Table 2.h’preaanta the details of utilization of ground-
nut oil in India.

Groundnut cake which is the by-product of groundnut
0il is used mainly as cattle food and manure. Prior to
1939,- the crops for which it was used as manure were
mainly sugarcane and coffee and the quantities utilised
for this purpose increased with the expapsion in the
sugarcane acreage in several areas. Curing the war, the
use of oil cake as manure increased considerably for other
focd crops also. This was the outccme of the scheme
sponsored by the Government of India under the "Grow More
Food Campaign"”. Under this scheme the gevernment dis-
tributed fertilizers and manures at subsidised rates and
controlled the prices of cake. The controls on the

prices of groundnut cake were lifted on 15th February 1949.

3. Exports
India's place as an exporting country in the world

trade of groundnut can be seen in Table 2.5 whichshows

her share before and after the war. Before the war India
‘furnished more than half of the world exports of groundnuts;
but in recent years, India exports only a small quantity.
The importance of the African countries as exporters has
increased. The decrease.in the India's exports is mainly

due to the increase in the home consumption of groundnut



Table 2,4 : Utilisation of Groundnut Oil in India during
195556 and 195758 #

Utilisation i:::::::gatgill
internal oil
utilisation

Noneedible purposes ( domestic and

toilet including soap ) 3
Edible purposes 59
Vanaspati 38

Total 100

P
# Subject to revision, |

Souree : Oilseeds in India 1057-58  p. 23



Table 2.5 : Net exports of Groundnuts and Groundnut Uil from irineipal Irimery lroducing
Countries during 1949-1958 ( Per Cent of the Total in the (il Equivalent ).

Country 1938 1949 1950 1951 1952 1953 1954 1955 1956 1957 1958
India 57.1 9.2 1lhobh 19.2 145 3.5 Le5 21.8 4.2 0.7 0.5
South Africa - Oy 1.7 2.0 2.2 3.4 Lok b 5.9 S4 29
Nigeria 8.1 29.9 25.7 13.7 25.7 27.5 31.6 24L.9 27.3 21.9 30.4
China (b) 8.2 2.6 9.8 11l.5 9.1 14.3 12.9 15.8 20.3 1l4.6 10.1
French west Africa 20.0 26.7 29.4 28.1 30.2 33.0 30.2 19.5 26.7 32.3 3.2
United States - 18.2 5.2 8.3 1.5 1.1 4.1 (a) 0.6 3.2 0.1
Others 6.7 13.0 13.8 17.2 16.8 17.3 12.3 13.6 15.2 21.9 21.7

.

Total 100,1! 100,0 100.0 100.0 100,0 100.1 100.0 100.0 100.2 100.0 99.9

Total world exports
in the oil equivalent 941 532 521 459 463 567 665 802 818 753 838
(thousand tons )

ia; : Net Importer.
b) : Estimeted in postewar year.

Source : Vegetable Oils and Cilseeds, 1956 The Commonwealth Economiec Committee, Her
Majesty's Stationery Cffice, London (p.22); 1960 (p.27).

2€
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and groundnut oil. Consequently, the Government had to
impose restrictions on the exports for controlling in-
ternal prices. It is only when the production is
abnormally hizh that India can afford to export in large
quantity; this situetion occured in 1955 when India's
share in the world trade rose to about 22 per cent.

Before the war, Indian exports of groundnut consisted
mostly of kernels. After the war, in order to encourage
the locsl crushing industry, Government encouraged the
exports of zroundnut oil in preference to that of ground-
nut kernels. Table 2.6 brings out the increase in the
relative importance of 0il in recent years.

Indian exports of both kernels and oil are widely
distributed. U.K., Canada and Netherlands are the chief
purchasers of kernels when they are exported while the
Netherlands, Belgium and Burma are the principal destina-
tions of groundnut oil from Indie. Present Indian trade
policy is to direct exports, as far as possible, to those
countries whose currencies are scarce in India.

The main ports from which the shipments of ground-
nuts and oil are made, are situated in the Madras and
Bombay States. Madras occupies an important place, des-
patching about 63 per cent of total exports of kernels
and sbout 78 per cent of exports of oil during 1938-39.
The ports in HSombay accougted for about © per cent and

21 per cent respectively. The share of Bombay in respect

Tnoslseed in India" 1951-52 and 1952-53, ibid., p.26.



Table 2.6 : sition of Groundnut Exports from India during 1949-50 and 1958-59
i Per Cent of Total Exports in the Uil Equivalent )

Year : April « March
M

Average
between 1949~ 1950« 1951« 1952«53 1953« 195k= ' 1955« 1956= 1957= 1958«
1922;3? 50 51 52 54 55 56 57 58 59
1938=39
E:gort of ' ' '
0 4.0 36,7 84,5 7l.h 93.2 50.0 91.7 9.9 - -  43.6
Exports of
kernels
(in the
oil equi-
valent) # 96.0 63.3 15.5 28.6 6.8 50.0 8.3 8.1 - - §56.4
Total 100.0 100.C 100.0 100.0 106.0 100.0 100.0 100.0 e - 100.0
Total exports
in the oil
equivalent * 347 79 97 23 73 L 109 136 Neg. Neg. 142
(Thousand

tons)

# : 0il content is ascumed to be LO per cent.

Neg. : Negligible. :

Sources : Compiled from Qg%aeeda in India ;%5;-52 to ;%EZ:;B and Agfggg;tgfg; Situation
; égxég%;g. Econumic tistic dviser to the Uovt, of lndia, Ministry of Kood

. New Delhi. 1957=58, 1958«59 and 1959=60.

19
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of export of kernels has increased but the importance of
Madras ports in respect of o0il exports has remained un-
changed in the post-independence period.

| As far as the quality of the kernels exported is
concerned, "the bulk of kernels exported from the Madras
ports and the French port of Pondicherry are of Coromandel
type, Peanuts amounting to about & per cent of the exports
from Madras ports. Bombay sends Khandesh, Bold and Red
Natal types."8

RMGI, p. 31.



CHAPTER IIX
THE MOVEMENT OF PRICES OF GROUNDNUT IN BOMBAY

This chepter is divided into two sections. The first one
describtes the general facotors governing prices in India kefore
and after tne second World war., The review of monthly prices
during the period under consideration, i.e. during Septemter
1949 and August 1959, is attempted in the second section,

1
Factcrs Governing irices in India

The prineipal Fagtors governing groundnut prices in India
are : acreage under and production of groundnut, the world
supply position, internal and external demand for groundnut
and its products end, finally, prices of other oilseeds and
their products, As we have noted in the earlier chapter,
the demand for groundnut and its products in India and abtroad
has increased tremendously during the recent years and,
consequently, the internal production has also risen substan-
tially. This has teen meinly achieved Ly increasing the
acreage under groundnut and there is no significant change
in the yield per acre of the crop.

As far as prices are concerned, the second .orld war
seems to have demercated two different periods. In the pre-
war years, India's exports of groundnut mainly consisted of

kernels whicn were almost entirely utilised for the extraction
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of oil and only a small quantity of Bold kernels exported
from Bomtay and Sgurashtra was consumed directly. The '
demand for groundnut in India, therefore, was primarily
determined by the demand for groundnut oil in the consuming
countries and since India's contritution to the world export
trade in this commodity was stout 50 per cent, the Indian
prices were, to a large extent, affected ty the demand for
and supply of groundnut cil in the U.,K. which was the main
importer of groundnut kernels and oil. In contrast to this
periocd, the postewar pericd, especially the period since
Independence, witnessed an increase in the local cil crushing
activity and the rise in the manufacture of vanaspati in the
country, therety inereasing sharply the internal demand for
kernels and oil. The Government also imposed, during this
period, countrcls on exports and encoursged export of oil in
preference to that of kernels. Thus,in the years following
the second world war, there was a marked change in the
composition of demand for this commodity and internal demand
largely replaced the external demand.

The accompanying charts roughly indicate some such
change. Chart 1 shows the prcduction and prices of groundnut
in Indie together with the U,K, prices of groundnut oil
during 1928«29 and 194849, Chart 2 indicates these figures
for the period between 1949«50 and 1958-59. It is quite
clear from these charts that during the pre-war years, the
prices of groundnut in lndia closely followed the U.K.prices.
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As the latter were controlled after 1939-40, the comparison
between the Indign'and UsKeprices is possible only upto
1939«40, and the parallel movement of the two price-series
till tnen is apparent, As compared to this, however, the
picture provided bty Chart 2 in slightly different.  In
this chart, the comparison is possibtle after 195354 when
the controls on U.K. prices were lifted, and since 195354
to 195657, the Indian prices seemed to have followed

the trend in the U.K.prices, 1In 1957-58, the Indian oil
prices, in response to a large decline in the l.K.prices,
came down slightly while the kernel prices showed a

slight incresse. The increase in the lndian prices in
195859 was definitely out of line with the U.K.prices which
showed a considerable decline. This may be taken to indi-
cate the growing importance of internal demand and supply
forces in determining groundnut prices in the cocuntry.

Since we are considering the influence of terminal
price on the prices prevailing in regulated markets during
the ten-year period between Septembter 1949 and August 1959,
it is necessary to examine first the course of terminal prices
during this period and factors related to it. The folleowing
section deals with this aspect bty reviewing the course of
month-end prices of groundnut kernels (of Bold variety,
in terms of Rupees per Bengal maund) in the Bomtay Market
which is the main terminal centre for the country as well
as for Manafushtra. These, together with the month-end
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prices of groundnut oil in Bombay and U.K. are presented

1
in Chart 3 , The year considered is marketing year btetween
Septemter and August,

2 o
Re of Frices in B Dur
. Sept - fAug, 1 o

1949-50 :
The months preceding September 1949 had witnessed an
upward trend in groundnut prices. By the end of Fektruary
1949, the price of Bold kernele in Bomtay was fis, 26,17 per
Bemaund, and it increassed, ty Jeptembter 1949, tc Fs, 33.75.
This priceerise, which was quite in 1'st'.rl.ld.ng; contrast to
the world trade was mainly due to the activities of the
speculators who, " in their anxiety to make money somehow,
sess.resorted to cornering tactiéu, toosted up the prices and
extorted heavy penalties from shortesellers. civen when
forvard trading remasined banned? they did all these under
the cloek of doing tusiness in none~transferable delivery
contracte, In doing so they did irreparstle damage to .the
country's export trade and neutralised the efforte of the

1 This chart presents 'monthe-end' prices of groundnut
kernels in Bombtay to facilitate comparison with the other
available data., The monthly prices used in tie subsequent
analysis are calculated by averaging the daily prices,

2 The Government banned all the future transactions in
groundnut in tay 1943. This ban was lifted in 1956.
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Government at prumoting exports.“3

This price-rise was arrested slightly by the end of
Uctober and the prices showed signs of gradual aittling at
lower levels in Kovember. The fall, however, proved to te
short-lived, and after November, the prices again started
rising till the end of the year when they stood &t fis.34.35
compared to Rs. 23,62 in PMov. 1949,

To some extent, the fall in pricee in the teginning of
the year could bte regarded as 2 logical sequel to the high
prices prevailing in the preceding months. The heavy arri-
vals from the interiors and the steadily improving transport
situation were alsoc responsitle for the easy tendencies in
the market., The continuocus rise in the foliowing months
was cnly partially seascnal. It was, to a large extent,
due to the effects of devaluation of the rupee on Sept, 20,
1949, Wwith the result of the devaluation, the leading
export articles of india came to acquire price advantage
in the “uropean markets and this led tc an increase in the
export demand. India exported, during this year, atout
107 thousand tons of groundnut kernels and atout 25 thousand
tons of groundnut oilj and these were larger tuan the exports
in the esrlier three years. 7The relative scarcity cf the
commodity at home did not, therefore, fail to have an

inflationsary effect on prices.

3 commer s Annual Heview Numbter, 1949, p. 1271.
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4950-51

The prices of Bold kernels in Bombtay decreased from
Rss 31.78 in September to Hs, 28,29 in October; tut then
they started rising till May when they reached an all time
record of Ks, 37.19. Thereafter, the market displayed an
easy undertone and bty the end of August the prices stood
‘at Re, 28,65 per md,

In general, therefore, the'prioea in this year
experienced wide fluctuations, the boom conditions in the
first nine months and then slump for three months. The
factors responsitle for these fluctuations were mostly
external. The oilseeds market in Indie btehaved in sympathy
with the foreign markets, closely following the political
situation in Korea and the Middle-tast, The deterioration
in Korean situation led to the rise in prices in November
1950, and the stockepiling programmes in Western countries
added momentum to the inflationary tendencies, %he withe
drawal of Chine from world markets since Fetruary 1951 was
also responsitle to the shortage of world supply of oilseeds.
The prices started declining in June chiefly as a result of
the slowing down of purchases for stocke-piling bty the U.S,
and other countries and of the rumours that Japan had teen
directed bty the U.5. not to make purchases from the sterling
area. The prospects of good crop, the incresse in the
export duty on groundnut kernels from is. 80 to Hs, 150 per
ton in July end the remcval cof btan on the exports of oilseeds
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and oils to other states from Saurashtra in August which

resulted in heavy selling bty Saurashtra traders, accentuated
this slump,. |

1951-52

After a period of slump for three monthe, the bteginning
of the year 195l-52, witnessed a eteady tone. The prices of
Bold kornéln. which bty the end of September 1951, stood at
is, 28,10 per md., incressed to Rs, 30.12 by Uctoter and then
remained in the neightourhood of Rs, 28, till the end of
January 1952, Fronm Fchruax;y onwards, the prices started
declining heavily reaching their lowest of the yesr immee
diately in the next month at Rs, 19,65. In April, prices
recovered ty two rupees gnd from June onwards, they showed
signs of continuous incresse, By the end of August they
reached is, 26,08.

Compared to the previous yeer, the prices of this year
ruled low, and in general, the year was marked bty the
overall bearish tendency. The earlier fall in Movemter was
caused, inter alia, by the rumours of peace in Korea and the
rigid money conditions resulting fro. the increesse in the
tank rate., The large slump in Farch 1952 was mainly due
to the weakness in the international olls and fats markets,
Inadequate and stagzering export quotas, tight money conditibns
and abtesence of the U.S.Covernment's willingness to buy
oilseeds for stockpiling purposes also contributed to this

slump. In order to check this fall, the Government announced,
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in Febtruary, an export quota of 21,000 tons of oil. These

and the efforts of the Grains and CUilseeds Merchants Assoe
ciation in regulating the transactions arrested the fall in
prices in April. The rise in prices after April was supported
further by the announcement of export quota of 20,000 tons

of oll in June 1952,

1952253
The year 1952-53 was marked by an unprecedented btoom
conditions. The prices, opening at Re, 27,00 in September,
and after remaining fairly coﬁstant for a month, decreased
to R8s, 23.14 in Decembter, Fyom January onwards, the incresse
started and the prices touched the record figure of Re,40.41
in July. In August there was a small decliine by one rupee.
The initial decrease was mainly due tc the increasing
arrivals of new crop and ebsence of export quota. In
December 1952, an export quota of 40,000 tons of oil was
declared and this gave a momentum to the btullish tendency.
The incresse in prices after January was mainly due to the
predominance of speculative forces. "Generally speaking,
the movement of prices during the yesr had hardly any bearing
on the stock position of the market. It was the strength
of the party, be it a btull or a bear, that determined the
trend of prices rather than the forces of demand and aupply"?

On the part of the Government also, there were some

b CQmmnrcé Annusl Numbter (1953), p. 166,
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- shortfalls which accelerated the rise in prices. It allowed
the export of 40,000 tons of oil, inspite of the snort erop
arieing out of failure of the monsoon and appearance of
draught in the principal growing eentmo.s The Government
also "permitted the resumption of trading in April in none
transferatle specific delivery contracts in linseed and
groundnut s which had bteen suspended in May 1952, 'This led
to the degemeration of forward trading into a virtusl gamtle
in futures,"

The Government attempted to check the rise in prices,
in #arech, by removing vanaspati from 0,G.L. for export and
replacing it with a limited quota of 30,000 tons. This
proved ineffective and the Government, in early June, banned
all further sales of groundnut oil and H.F.S. groundnut
kernels for export; but "this decision came so late that
it had no effect on the upward trend in prices, n° The
prospecte of tumper crop in the next year became visitle
in Auvgust and this at last, had a dampening effect on prices
in that month,

This year, the oilseceds market, in general, experienced

5 The production of groundnut pods in India decreased
from 3,142 thousand tons in 1951=52 to 2,883 thousand tons
in 1952«53, ('0ilseeds in india',(1951-=52 to 1955-56 ) ibid),

S commerce Anmusl, 1953 p. 4 166,
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& downward trend of prices. From Hs. 39,31 in August, the
prices of told kernels in Bomtay came down to fs, 35.27 in
September 1953 and the deerease continued upto Novembter end,
when the prices reached the figure of Rs, 21.95. Uecember
witnessed a rise bty atout five rupees btut it was shortelived
and bty Fetruary, the prices came down to As., 24.33. There
was some increase in the next two months after which the fall
started and bty the end of August, groundnut kernels in Bombtay
were quoted at ns, 20.39 per B.md,

The prospects of better crop and discouraging overseas
advices were the chief factors responsible for the early
decline in prices. ihe wide fiuectuations in the subsequent
four or five months were due to the lsck of knowledge with
the market regarding the olleseeds c¢rup of the year. "This
gave rise to conflicting estimates of the crop, Again, there
wes considerable uncertainty regarding the Government of
India's export policy for oilseeds..... The situation in
the world oilseeds market too, was one of uncertainty since
there were conjectures regerding the likelihocd of the 1.5,
relessing stocks of editle cils and fats for sale sbroad,
These ecnilicting factors provided a fertile field for all
gorts of rumcurse under wnich values ocecillated toth in the
local as well as overseas mkets."7 The announcement of

export quota of H.FP.S. groundnut kernels in “areh and the

7 Commerce Annual, 1954, pe A 171,
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tight supply position of edible ocils and fats in world oil
markets were responsitle for the rise in prices in “arch

and April, The decline in lay was chiefly due to the absence
of enquiries from the vanaspati.interests and announcement of
the Ucvernment poliecy that export of groundnut oil during

the season would not te allowed, It was further helped in
July by the reports of favouratle rains in the main oilseeds
producing esreas. Later, the announcement of the Governmment
to permit a small quantity of oil for export did not entause
the merket due to the simultaneous imposition of the export
duty of the order of hs, 350 per ton, The fear of competition
from Chine in the world market also contrituted to the decline

in prices,

1954=35

The decline witnessed by the end of the last year conti-
nued during the present yesr., ihs prices which stood by the

end of September at is., 19.29 per md., continuously decre=sed

| till the end of January when they touched the mark of iis.l4.78.
Subsequently, for about four months, tney were slightly above
Re., 15 and from June onwards, they started rising. In August,
however, there was some decline e&nd by the end of the month
they were at ls, 17.45.

The weaknese in tine first few months of the year was due
Tto the prospects of tetter crops of all the ollseeds. lhe
downward trend was further assisted bty lack of overseas demand,
increase in export duty on H,P.S5. kernels and the enhanced freight
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rates to the U.K. and continental ports, with effect from 2nd
February 1955‘.'8 The revival of overseas demand for oils and
oilseeds and the continuation of a liberal export poliecy by
the Government were responsitle for the upward trerd from
June. The decision of the Eombay Lilseeds Exchange to allow
non-transferable specific delivery contracts in groundnut and
linseed, improved freight position and small arrivals as a
result of heavy rains in Sasurashtra and the south also
strengthened the mrket, 7The decline in August could ke
attrituted partly to profit taking et higher levels and partly
to the reports of good U.S, groundnut crop, satisfactory
rains in the producing areas of oilseeds in India and dise

couraging overseas advices.

1955=56

The cilseeds market recovered during the year 1955-56
and the price-rise initiated in the month of Cetober eontinued
in general during the remaining year. In September 1955,
groundnut kernels in Bombay were quoted at fs, 16, and since
October the prices started rising which stcod bty the end of
August at is. 25,

The mein factors responsitle for the price-rise were
the comparatively reduced crop position following the floods
and other natural factors, and good domestic and foreign
demand. The politicsl uncertainties in Argentina, a chief

8 Commerce Annual, 1955, p. A 190.



52

¢

competitor to India, also assisted the toom conditions in the
early year, There was demend for oil in the continental,
American and Austraelien markets and the Government's export
poliecies were also, in general, favourgkle, All these foree;
created btullish tendencies in the market and the Government,
in April, attempted to arrest the price-rise bty imposing
increased export duties on various commodities, The Reserve
Bank of India also gave a directive to tanks to furnish
fortnightly returns of advances against these commodities.
These measures had some desired effect which lasted for about
two months and after May, the prices remeined, more or less,

conastant.,

1956-57 |

The year 195657, witnessed few large variaticns in
prices, From Rs, 27 in Septemter 1956, they came down to
Re. 24 in November; then there was a rise for two months and
the prices went upto s, 26 in January 1957. After a decline
to Rs, 24.50 in February, there was a rise again upto July
waen they toucned the figure of is, 27. By the end of August,
groundnut kernels were quoted at lis. 23.14 per md,

The tan on exports of oil imposed bty the Government in
November 1956, played an important part in controlling the rise
4n internal prices. Though the production of groundnut showed
an increase over the earlier year, the internsl demsnd from
the vanaspati factories also rose end it was this demand which

lergely influenced the course of oilseeds prices in India.
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The decreases were principslly speculative arising out of
apprehensions regarding changes in the export policy of the
Government ( in Decemter ), and increase in the rate of
interest announced bty the Heserve Bank of India ( in Fetruary),
The decline in August could ke attributed to the absence of
demand from erushers, selling pressure induced bty the end of

August contract and favouratle weather reporte,

1957-58

This year also proved to te uneventful with a pronocunced
lull on the export front and neo great improvement in produce
tion, The marked rise in prices, witnessed ty the present
year, was due to the tight supply position and rapidly
increasing domestic demend. The prices, which stood bty the
end of Septemter 1957 at Rs. 24.43, declined upte is, 23.14
in Jenuary with an exception of Hovember when they rose to
18, 24.75; after Jenuary 1958, they started rising, reaching,
in July, the figure of ls, 29.94. They remained unchanged
in August,

The decline during the first five months was mainly
caused by heavy arrivals, absence of export guotas of kernels
and oil, and the special margins imposed bty the Forward
Markets Commission., The abolition of export duties on niger
and kardl oils and groundnut cake were responsitle for the
priseerise in Novembter.

By March, there was a gradual price-rise caused bty tight

supply position and favouratle demand, but, to some extent, it
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was checked by margin considerations and possitle intere
vention bty the Forward Markets Commission., The buoyant
conditicns prevailing after June were mainly due to the announcee
ments of export quotas for different ocils and oilaeeds.'
including for greundnut H.F.S, kernels and groundnut oil,
Thanke to some adverse factors like the reports of favouratle
monsoons, hopes of trading with Burma, U,5,A,, and Canada
teing not bright and fall in prices in European ports, the
effects of the export quotas were partially neutralised end
the prices did not rise initially, The removal of export
duties on most of olls and oilseeds, however, set off a
buying spree in July which lifted the prices to new heights,
The shortage of supplies, brisk domestic and foreign demand,
the political turmoil in the Fgr East and the rumours of
increase in quotas for seeds, oils and cakes contrituted
further to the rise in prices,

165859
The oilseeds market'displayed, in general, a strong

bullish tendency which was caused by tight supply position,
rapidly growing domestic demand and enlarged exports of seed,
oils end ecskes, follcwing some literalisation in export
policy. The first four monthe of the yeer witnessed slump,
the prieka of groundnut kernels deereasing from\Rs. 30,86 in
Septemter to Ps, 23.60 in December. Since January, the market
strengthened and the prices rcse to Rs, 3l.41 in May. Then

agein, there waes a decresse which lasted for three months
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and at the end of the year, the prices stood at Hs. 29.29.

The weakness in the first few months was seasonal, due
chiefly to the heavy pressure of arrivels of the new erop.
The lack of fresh advices from abroad also assisted the decrease
in the prices. The market staged recovery, after the announce=
ment of a series of export promotion measures including the
grant of additional (konus) quotas of H.P.S. groundnut kernels
end groundnut oil, the quota of 20,000 tons of groundnut
oilcake and the reduction of the freight rate in respect cof
HePoeS. kernels on the India Atlantic Ceean ports, The
encouraging inquiries for H.P.S5. kernels and other oils and
oileskes, particularly from Hongkong and Canada also encouraged
the bullish tendency in the market, The attempts of the
Forward Markets Commission in controlling the prices bty
imposing special margins and of the Keserve Bank of India
which restricted advances agalnst groundnuts had a very tempo-
rary effect and the groundnuts section "flared up into a
virtusl hoom“9 in the months of April and May. "The news
of heavy damage to the crop in Argentina on account of heavy
floods and the closing of the ports in that country gave rise
to hopes that the foreign buyers, such as the U.K., would
turn to India for supplies of groundnut oil, especially tecause
British West Africa ceased to te seller of oil. A number of
export promotion measures announced bty the Government alded
sentiment. A8 a new device for promoting exports, the F.M,C,
exempted from the operation of margin, open long positions

9 commerce Annual 1959, p. A 244.
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in groundnuts held as a hedge sgainst commitments in respect
of groundnut oil exports, No wonder then that exports of
goundnut H.P.5, kernels, oil and oilcake continued in full
swing., Domestic demand was also at a higher level."lo
The weakness in the last quarter of the year was due to
the commencement of monsoons in producing areas end the pressure
of Nigerian cfferings of groundnut oil in European countries,
The disparity in Indian and Foreign prices im oils and seeds
prevented the market reaponding favouratly to the Government's
attempts of extending the export licensing scheme in groundnut

oil, oilcakes and H.P.S., kernels.

Summary

These were the broad factors diseernitle in the data of
montheend prices ruling in Bombtay. Truly , the teneyear
period we have selected for this study has witnessed great
upheavals; there were unprecedented toom conditions when the
prices reached record heights; there were also times when the
prices reached their lowest levels in the postewar period.
The factors responsitle for these changes were btoth international
as well as internal. Un international level, the Korean war
situation was the most important factor responsible for the
variations in the early periocd. 7Then there were changes in
the world demand for Indian produce. Among the internal

factors, the changzes in output and the Government's controls

Y

- Commerce Annual 1959, p. A 244.
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on exports were of great importance, The large output in
1954-55, for example, resulted in the lowest levels of prices
during that year. The declaration of export quotas had also
some influence on the changes in the prices of groundnut and
its products, It is neitner possitle nor necessary tec
locate exact influence of each of these factors; suffice
it to say that it is on this background that we have to
study the behaviour of farmers and traders in the regulated
markets. In particular, with the help of the atove dis-
cussicn, we will try to see how these operators in the local
markets resct to the chsnzes in the prices preveailing in
the terminal markets and whether they take into account
the factor 'priece prospects' in determining their sales
and purchases. These conecepts we will develop fully in
suksequent chapters. |

There are other two features of the Bombay prices
which we will defer to later analysis. Cne of them is
seasonality which we will consider along witn seasonality
in regulated market prices. The other is the difference
between the spot prices of two varieties - 'Bold' and
'Khandesh Quality' « traded in the BHombay market. 3ince
koth of these prices are to ke used later, their inter=

relationship is considered in chapter 7.
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CHAPTER IV
MARKETING OF GROUNDNUT IN THE REGULATED MARKETS: I

The three chapters teginning from the present one
analyse, with the help of all the availatle information,
various factors influencing supply of and demand for groundnut
in the markets under consideration., 7This chapter forms a
prelude to the detalled analysis of supply attempted in the
next chapter and is divided into four sections. The first
section discusses the nature and, inevitatly, the limitations
of the availatle date. The second one ¢onsiders the importance
of the commodity, its quality and the form in which it is
marketed in the three markets, Genreral observations as can
be made from the review of yearly arrivals are attempted in
the third section while the fourth section examines the
seasonality in the monthly arrivals,

1
Nature and Limitations of the Data

The "Arrivals and Frice Register" maintasined .by the
Market Commi ttees provide the daily figures of arrivals from
which the weekly, monthly and yearly totals are computed.

The arrivals of groundnut k&nds are taken from the annual
reports of the “arket Committees, These figures of arrivals,
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it should te noted, refer to the quantities trought and sold
in the marknﬁ yard and they do not include the quantities
purchased bty the traders and oilmillers outside the “arket
Area and trought to the town for their own use, If, however,
they make direct purchases within the Market Area btut outside
the market yard;, they have to report such purchases to the
Market Committee and pay the necessary cess, whenever such
direct purchases are reported, the Market Committee treats
them as if they are arrivals in the market yard and includes
them in the figures of arrivals. These direct purchases,
however, form only a small fraction of 'arrivals' the bulk of
which consiste of the quantities actually brought and sold
in the market yard.

The figures of arrivals at Barsi and farad are in terms
of bags while those at Chulias are in terms of cart-loads.
Fnquiries at these markets suggest that approximatély one
maund of groumndnut pods per bag and 15 maunds of groundnut
pods per cart should be assumed uniformly for converting these
figures into comparatle units and, therefore, these conver-

sion units are applied, whenever necessary, in the subksequent
analysis.

'Arrivuals' as distinguished from 'Sales'

It is necessary to ncte at this stage that btoth at Barsi
a8 well as at Dhulia, what are recorded as 'arrivals' are
really not 'arrivals' tut 'Sales' ( i.e. the quantities sold).
It is only at Karad that we have the figures of btoth ‘'arrivals'
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as well as 'sales', As these data sre to be used extensively
in the subtsequent analysis, a btrief examination of the nature
of this limitation is in order.

The market yard at Barsi is not an enclosed one and the
produce is trougnt directly to the commission agents' shops
which are situated in the same localit.y. As it was difficult
to conduct auctions in all t.he. shops every day during the
peak marketing season, the shops of the commission agents
were divided, until 195859, into two groups reporting
approximately equal arrivals and the produce trought in esch
group was sold on alternate days. This method was followed
during September and December of each marketing year, and
later, as the rate of merketing decreased, all the shops in
the market yard were visited every day. Attempts are teing
made, since 1959«00, to clear all the produce coming to the
market on the same day, even during the pesk marketing season,
The figures of 'sales' ere collected bty the market clerk who
supervises every auction and makes necessary entries in his
"Sauda fegister”, These entries are later checked with the
reports sent ty the commission sgents tefore entering the final
totals of daily 'sales' ete. in the "Arrivals and irice
tegister,"

The market Committee at Dhulia has tuilt an enclosed
market yard and, in generazl, all the produce entering the
market yard is sold on the same day; even during the peak
marketing season, The Market Commit.tqe at Kara& relies chiefly
on the reports of the commission agents for the figures of
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‘arrivals. In the peak marketing season, it is not possitle
for this Committee to conduct auctions of all the produce
though the attempts are made to clear as much produce as
poseikle every day, The method of eollecting the figures of
'sales' in these two markets is the same as that followed by
the Parsi Market Committee.

It is safe to assume that the day to day stocks held by
the Commission agents either on the advice of sellers who wish
to wait for a better priece or because of reluctarnce of buyers
to purcnase all the quantity trought to the market, as neglie
gicle, 7This is because firstly, a major part of the produce
is trought by the cultivators themselves who, with a very
limited capacity to walt, are anxious to sell it es soon as
possitle; and seccndly, it is reported that tne purchasers
refuse to tuy only if the produce is of a very bad quality or
if it eontains excessive dirt and other foreign materisl. %ith
this zssumption, therefore, we can treat the figures cf 'sales'
in bhulia as equivalent to those of 'arrivals!, In the other
two markets, however, the stocks are held due to the inability
of the Market Committeesto conduet auctions for all the produce
and, therefore, strictly speaking, the assumption of an
equality tetween 'sales' and 'arrivals' dces nct stand. It
shoculd, however, bte added that, so long as we do not consider
toc small a unit of time, moset of the characteristics.of
'arrivals' will be found reflected in the figures of 'sales’,
thanks to the efforts of the #arket Committees and traders to
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clear as much produce as possitle every day, The seasonality
in 'sales' at harad which, as we shall see later, is almost
equal to that in 'arrivals' provides an instence in point.
There is some discrepancy in the figures of 'ssles' and
'arrivals' in the karad market which are not equal even over
a year. Tatle 4.1, which shows these quantities, indicates
that in some years the snnual arrivals are substantially larger
than the ennual sales, This is either beczuse the quantity
arrived in the market was not subsequently rold in the market
and this fact was not recordad or tecsuse it wes e0ld without
informing the “arket Committee. The excess of grrivals over
seles ean not te regarded as stocks sold in the subksequent
years because the enquiries suggest that such annual carry-
over of stocks ie never large in the rLarad market, 't is elso
to bte noted that there has been some underereporting of
arrivals in two months ( Cetobter 1954 and September 1957 ) which
msultedrin ‘sales' during these months exceeding the sum
of the stccks at the end of the previcus months end the
arrivals of these months. ilowever, no correction has been
made to eitner of these shortfalls and the figures are used
&3 they ere.

" There is no indication in the records of the “arket
Committees se to the extent to which the produce from outside
the market area is btrought and sold in their market yards.
Information regarding the arrivals from traders and farmers

is sleo not separately availstle,
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Table 4.] : Yearly Arrivals and Sales of Groundnut Fods
in the Karad Market.

(Pigures in B.mds,)

Year V.Arrivall Sales
1949+50 1,49,821 1,49,721
1950<51 1,49,936 1,50,110
195152 2,06,889 2,03,613
195253 2,25,120 2,15,087
195354 2,345,370 2,34,356
1954-55 2,16,491 2,11,694
1955-56 1,52,478 1,49,710
1956-57 1,98,530 1,95,146
195758 1,66,586 1,63,268
1958-59 | 95,152 94, 380
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2

Igpgrmge of Groundnut in_the Three iarkets,

In ell the three markets, groundnut representsa cash
crop of the highest importance, Cotton is aleo of seme
importance in Dhulia, but at all the centres there is no other
cash crop which fetches as much revenue to the “arket Committee
as is given by groundnut. Takle 4.2, which shows the amount
of cess received by the three “arket Committees, trings out
the importance of groundnut in the three market=, It also
indicates that groundnut is mostly marketed in the unshelled
form while a very small quantity of groundnut in the form of
kernels is sold in the three markets, This has bteen so in
Uhulia and farad from the bteginningz, but in Barsi, the
marketing of groundnut in the ‘unshelled' form is guite recent,
bntil 1951-52, groundnut was mostly marketed in the ‘'shelled’
( i.es kernel ) form and the producers used to get the produce
decorticated through decorticating machines on payment of
Re, O=4=0 per bag of groundnut snelled., This process of
decorticaticn tefore saie by the individual producers was
costly and inconvenient. The Market Committee, therciare,
introduced from 1952-53 the auctions of groundnut in 'pod!
or 'unshelled' form."l The accompanying tatble 4.3 indi-
cates the relative importance of groundnut 'pods' in the

total marketing of the commecdity in the three markets and

1 From an unputlisnhed note prepsred by the farket
Committee of Barsi on "Price Spreads for Groundnut" (1959).
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ITable 4.2 : Amount of Cess Received by the Market
Committees on Different Commodities
during 1958«59
Centre : Barei
W
Commodity Rs. nPs.
Jowar 8’85 87
Groundnut peds 3,646.72
Groundnut kernels 174.59
Jaggery 1,415.20
Tur 1,001.91
Moog . 1,699.09
Other fourteen commodities 5:257.97
Total 22,053.35
Cent 2 ulia
Commod ity ' Rs. nPs.
Cotton (raw) 2,730,18
Cotton (ginned) 139.50
Groundnut pods 11,987.48
Groundnut kernels 392,50
Wheat 1,378.02
Jowar 2.‘0‘01-13
Toden 17500:73
agge .
Gram ‘(?vhole) '612.29
Chilly (both dry and wet) 679.06
Other five commodities 1,015.48
From other sales 2,109.11
Total 26,228.61
Centre : Karad 1957-58
Commodity Ks, mPes. -
Groundnut pods 4L,348,62
Groundnut kernels : -
Jaggery 21615-96
Turmeric 2,428,50
Jowar ' ‘0.0310031
Other six commodities , 553.53
Total 13,980,92

Sources : Annual feports of the Market Committees.
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Table 4.3 : Quantities of Groundnut Sold in the Three

Regulated Markets,
(Figures in B.mds.)

R B N T e S L T A S N T P Y T A R S T e

BARSI DHULIA KARAD
Yeer Ground- OGroundnut Ground- Groundnut Ground- Oroundnut
nut pods kernels mut pods kernels nut pods kernels
}9&9-50 - - 10,33,110 6,030 1,49,721 -
1950-51 57,229 48,432 8,48,790 7,500 1,50,110 -
1951-52 1,50,160 3,10,934 7,11,600 1,230 2,03,613 -
1952-53 3,30,128 1,32,580 3,95,145 9,210 2,15,087 -
1953-54  3,76,892 56,190 3,84,630 10,770 2,34,356 -
1954=35 7,52,4L9 65,072 8,16,060 11,340 2,11,694 432
1955-56 4,90,012 Lh,722 9,76,860 23,820 1,49,710 254
1956-57 2,96,319 26,156 9,18,060 28,470 1,95,146 2l
1957=58  2,44,098 17,554 10,02,390 16,170 1,63,268 -
2,05,209 11,174 9,59,070 29,250 94, 380 -

195859

Barsi :

Dhulia

Karad

An unpublished note prepared by the Market
Committee on "Price-Spreads for Groundnut®
(1959).

Annual Reports of the Market Committees.
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shows how the trade of groundnut in kernel form was important
tefcre 1952-53 and the gradual replacement of it ty large
arrivels in the 'unshelled' form since then in the Fersi
market,

In the areas surrounding Parsi and farad merkete, the
'spreading' variety of groundnut is generally cultivated
which is commercially known as 'Beld'. A very small quantity
of 'Ghunghru' ie also occasionally brought to the markets.
Generslly, kérnel content in t.he 'bold' type 13. abo'ut 3
msunds in every 100 maunds of groundnut pods wniie the oil
content in the kernel is sbout 39 per cent, The groundnut
coming to the Nhulia market is commercially known as 'spanish
pianut' or ‘'Khandesh', It is superior to 'I;old' in respect
of oil content which is atout 40 per cent. The kernel content
in the pods can ke tsken as 72 per ceat.

It should, however, ke noted that the quality of the
marke ted crop = that is, the kernel and @il content in it =
does nct remain constant every year. It changes according to
the climatic conditions prevailing in each season. It should
alsc be stressed that the quality differs significantly during
the first few months of a marketing year. The produce wnich
is sold befare the harvest, is often immature and the kernel
and oil content in it is appreciably small, Aftai- the harvest,
the first instalment of the marketed produce is in 'wet' condi-
tion., With the passage of time more and more dry produce is
marketed till bty Decembter or January, all the marketed produce
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is in dry condition, In order to avold confusion tetween these
two kinds of varistion in quality, we shall refer to the
former yearly varistion as the veriation in 'quality' while

the latter will bte identified as the variation in the 'condie
tion'! of the marketed produce,

3

ear keti the ted ¥arke

Volume of supply of groundnut in a market depends
primarily on the quantity produced in the feeding area during
a year. rroduction is determined by two factors : area ﬁnder
the crop and yield per acre., The latter is influenced bty
weather conditions, amount of fertilisers and manures used,
and incidence of pests and diseases, The declsions regarding
aereagé to te given to different crops are governed mostly
bty the weather conditions in the sowing season and conven=-
tions, though in the case of g¢ash crops, the price considerae
tions are also reported to te influencing these decislons,
Groundnut bteing a cash crop, most of the harvested jroduce
is marketed and a very small quantity is reserved Ly the
farmer: for seed and edible purposes,

It is very difficult to deseribe the 'feeding area' of
each of the markets under study. osome rough idea about them
may te had from the accompanying msps ( maps 2, 3 and 4 ) which
show the situation of these markets in their respectlve

Digtricts, It is seen that the Harsi taluka is at the northern
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eormg of the Sholapur district, adjacent to the Osmanatad
district. The market at Barsi is not situated at the centre
of the taluka and, therefore, in addition to the produce cultie
veted in the northewestern part of the taluke, that cultivated
in the Feranda, Bhoom and Kalambt talukes of the Csmanabad
district also finds its way in the Barsi market, The sube
market at Vairag receives produce from the southern part of
Barsi taluka.

~ The Dhulia taluka is at the scutheeast corner of the
district, adjacent to the Nasik and Jalgaon districts., The
Dhulia market is more or less centrally situated in the
taluka but as it is a big btusiness place having quite a large
number of oilmillis, it attracts produce from the distant
places like Sakri and Sindkheda of the Uhulia distriet,
imalner, Farola and Chalisgaon of the Jalgaon district and
Yalegaon of the lasik district,

The Karad taluka is at the southern corner of the Sstara
district adjacent to the Sangli district., The Market Area of
the .arad market consiste of rarad and Faten talukss, tut
since there are four sutemarkets ( three « Umbraj, Masur and
. fole = in the farad taluka and one - Malharpeth « in the
Fatan taluka), the produce of the rarad taluka is divided
between these markets and consequently, Karad receives a
smailer share of the production in the taluka., To some extent,
the relatively less importance of the rarad market masy also
be cdue to the fact that quite a large quantity of groundnut
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produced in the taluka is used for edible and export purposes
which finds its wey directly from the interior markete to
the consuming centres without coming to the Xaraed market,

It is not possiktle to compare the arrivale of groundnut
in the thi-eo markets with the production in their actual
'feeding' areas. Uince, however, these markete draw their
supplies primarily from the production in the talukas, it is
btest to compare first the yeerly arrivals with the production
in the talukas. This is done in Tatle 4.4 which shows area
under groundnut and ite estimated produetion in the taree
talukas and the total quantity of groundnut ( both kernels
end pods ) marketed in the regulated markets during the
periocd under consideration. As the separate taluka-wise
figuree of production are not availatle, they are estimated
by multiplying the yleld-per-acre in the three districts to
the area under the commodity in the three respective talukas,

1t is significant to note that at toth Carsi and ’'hulia,
the yearly marketing exceeds production in most years, In
these two markets, the marketing is, on an average, asbout 75
per cent moz;o than the production in their talukas, At ‘arad
the marketing is just half of the production in teluka,

There are other significant ifeatures of marketing trought
out by tnis taktle. Thus, at Barsi, botnh the acresge and
production in the Harsi taluka increase till 195455 and then
decrease, 1he marketed quantity, has, however, decreased
from 195253 onwarde continuously excepting 1954~55. Barring
the years 1954-535 and 1955-56, the excess of marketing over
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Acreage under and Estimated Froduetion of Groundnut
in the Three Talukas and wuantities Marketed in
the Three Regulated Markets.

Area Yield Estimated The quan- Fer Cent
under per production tity of ratio of
ground- -aere of ground- groundnut total
Year mat in in the aut s in marketed marketing
the Distriet the Barsi in the to produce
Barsi (mds, ) Taluka Barsi tion in
Taluka ( thousand maricet the Taluka
(4in mds. ) (thousand (Col, 3 '+
acree) * mds,.) Col. 20)
x 106 *
- {1) (2) (3) (&) (5)
1949=50 N,A,. N, A, He.A, K.A. N.A,
1950-51  N.A. 10.06 N.A, 124 NoA.
1951-52 30,588  6.60 202 582 288
195253 L, 244 3.72 165 514 a2
1953=54 54,009 6.11 330 455 138
195455 61,273 9.25 567 843 149
195556 57,776 5.83 337 552 164
1956=57 52,187 5.02 262 333 127
1957=58 51,362 5.10 262 268 102
1958+59 36,631 7.86 288 221 77

econtd.,.
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Centre Dhulia
&u Yield Estimated The quan- Fer Cent
Year under per production tity of ratio of
grounde acre of ground- groundnmut total
nut in in the nut 8 in marketed marketing
the District the Dhulia in the to produc-
Dhulia (mds. ) Teluka Dhulia tion in
Taluka (thousand market the Taluka
{ in mds, ) (thousand (Col, 3%
acres) mds. ) Col., 2 )
x 100>
(1) (2) (3) (&) (5)
19&9-50 63.3“ H.A. N.A. 1m -
1950-51 71,602 7.09 508 859 169
1951=-52 76,330 4,06 310 713 230
1952-53 78,019 2.17 169 408 241
1953-54 55,820 8.03 Li8 400 89
1954-55 53,019 5.80 307 832 271
1955-56 ' 56,367 7.69 43h 1010 233
1956-57 77,708 8.09 629 958 152
1957-58 86,700 8.61 746 1025 137
1958-59 78,738 7.56 595 1000 168

contd...
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T.bl. h'b “m‘ e

Centre Kared
Estimated

Area Yield Froduetion The quan- Fer Cent

v under per of ground- tity of ratio of total
ear t acre nut 8 in groundnut marketing

in the in the the Karad marketed to produce-

Karad Distriet Taluka in the tion in

Taluka (mds. ) (thoussnd Karad the Taluka

(in mds. ) Market (Col.3%+

acres) ::hounnd ccaliog)1

Se X
(1) (2) (3) u.; (5)

19‘9.50 N.A, N.A, N.A. 150 N.A.
1950-51 36,717 12.33 453 150 33
1951-52 35,151 9.97 350 207 58
1952453 36,137 10.28 372 215 58
1953=54 35,878 13.54 4,86 234 L8
1954=55 38,155 8.84 337 212 63
1955=56 39,287 8.27 328 150 46
1956-57 29,100 10.86 316 195 62
1957=5¢ L2,233 10.45 L42 163 37
1958-59  N.A. 8,90  N.A. 94, N.A.

: (1)

(2)

(3)

Acreage figures from Annusl leports of the #arket
Committees. :

Produetion figures uted by multiplying the
yleld of the distriet (col.2) to the acreage in
the taluka., (Yield tsken from the Season and
Crop Reports.)

uantity marketed is in terms of pods, and in the
case of Barsi and Phulia takes into account the
marketed quantities of kernels also. They are
converted by assuming 72 per cent kernel content.
In the case of Karad, no such eorrection is made,
since the arrivals of kernels are quite amall, The
figures for Karad in column § refer to sales.
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production has also likewiee eontinucuely decrwssed, eo much
so that in the year 1958-59, the marketing =2t Barsi was even
less than the production, This dwindling importence of the
merket is attrituted bty the Market Committee to the fact that
since 1953-54, number of oilmille have teen estatlished in
the interiors of the Barsi taluka and in some of the feeding
areas from the Osmanabad district, The firet oilmill at Vairag
( in the Barsi taluka ) was established in 1953«54 and by
1958«59, the number of oilmills at tuis place grew to three.
Another oilmill at Gaudgscn ( in the Barsi taluka) and some
oilmiils in the Usmenatad district were also started after
1954L<=55. As a result of these estatblishments, the produce
which would have ordinerily found place in the Garsi market
was absorbed in the respective feeding markete for crushing
purposes. To some ext.éut., this decrease in arrivals may elso
te due to the estetlisbment af & sutemarket ( of Barsi) at
Vairag in 1954-55 becasuse, after the regulation, this market
must have attracted some produce that was coming to the Farsi
market from the areas near Valrsg.

The Dhulia market hes, however, retained ite importance.
Here, in both acreage and production, there has been a rising
trend; but there is no pronounced increase in production in
1954=55 which is witnessed by the other two centres., As far
as the merketed quantity is congcerned, it is seen decreasing
econtinuously from stout ten lakh maunds in 1949-50 to four
lakh maunds in 1953=54; thereafter it has sharply increased
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and bhas remained, during the last four years, in the neigh-
tourhood of ten lakh maunds, This means that generally the
Ohulia mfrket attracts a quantity which has remained more or
less constant; so that, if in any particular year, the produc-
tion in the taluka falls ahort. of the denand in the Dhulia
market, it is made up bty more arrivals from outside the taluka,
The significant exceptions to this are the years 195253 and
1953«54. It is also noteworthy that, in 195455, toth Barsi
and Ohulia attracted quite a large qnantity of produce from
outside their talukas,

There is nothing much to bte said atout the Karad market,
There has been no element of trend in the chanzes in acrezge
and production in the taluka, The yearly markoted quantities
are quite small remaining tetween 1,50,000 maunds and 2,00,000
maunds. In 1958-59, the sales decreased substantially.

Thue, the volume of arrivels in a market is governed
not only ty tne production in the taluka but alsc ty the
uses for which groundnut is put, the number of regulated
markets and oilmille in the surrounding areas and the local
demand for the commodity in the market, Among the three
markets considered here, Chulia seems to be the largest
centre where the arrivals are, on an average, twice the
production in the taluka., The importance of the Farsi market
is declining steadily from 1953-54 onwards end it is becoming,
as far as groundnut is concérned, a typical local market

attracting produce from the nearbty areas only. Karad is
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already a local market getting, on an average, atout 50 per
cent of the total quantity produced in the taluka.

&

Seasonality in Marketing

The seasonal variation in the supply of agriculturel
commodities in the primary ( and also, to a lesser extent,
in the secondary ) markets is a well known phenomenon. Both
climatic factors as well as human institutionsare responsitle
for this seasonality, Climate determines the pericds of
.~ growth and maturity of crops, and a very low targaining power
of the cultivators, lack of credit and storage facilities,
pressing demand for ready cash and ignorance of the market
conditions force them to sell their produce immediately after
the harvest, Groundnut, though a cash crop, is no exception
to this general rule and the bulk of the harvested produce
is marketed in the months immediately following the harvest,
It is argued that tais fetches low price fo the farmers not
only btecause of the heavy pressure of supplies tut also
tecause of inferior gquality of the produce marketed in the
early months,

Tabtle 4.5 indicates the extent of seasonality in the
marketing of groundnut at the three markets, These seasonal
indices are calculated by the method descrited in Chapter I,

On an sverage, abtout 67 per cent of the total marketed



Table 4.5 :



Jable 4.5

Average Per Cent Marketing in Different Monthe in the Three Regulated Markets during September 1949
and August 1959.

Mar.

Centre Sept. Ost. Nov. Dec. Jan, Feb, April May June July Aug., Total Mean
devia-
tion

Barsi Sales 1.32 2,49 12.78 27.37 16,88 10.34 6,05 6.68 6.12 4.68 3.49 1.80 100.00 5.67

Dhulia Arrivals 3.35 33.70 19.28 15,49 10.85 5.48 2,81 2,51 3.46 1l.42 0.53 0.52 100,00 7.76

Karad Arrivals 0,00 O.w 17.13 ‘02-01 27.23 7.37 3.91 low 00‘09 0006 0.00 0.00 100,00 10023
Sales 0.00 O.43 15.58 41.01 27.13 8.47 5.11 1.73 0.42 0.12 0.00 0.00 100.00 9.81
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produce in Barsi comes to the market during the four months'
period between fovemter and Februsry, December witnessing tne
largest arrivals. In Dhulla, the marketing season tegins
early, and about 80 per cent of tﬁa total marketihg is
completed between Uctoter and January, In Karad, the
marketing starts 1n.ﬂovembar and by the end of February,
atout 94 per cent of the yearly arrivales ere complete, In
all the markets the arrivals decrease, more or less contie
nuously, from ¥srch onwards. Though the seasonality ie
pronounced in all the markets, it is, as the figures of
mean deviations show, mocre concentrated in Karad than in any
other market, DBarsi uitnesses the lowest seascnality. In
Karad, as is to bte expected, the seascnality of arrivals is
more thean that of sales = but the difference tetween the

two can hardly ke regarded as large.

This is, thus, the background on walch we have to study
the effects of price considerations and other factors on the
course of marketing in the three markets, This we intend to
do in the next chapter witnh the help of the weekly figures
of sales,

Bafo;e coneluding this chapter a mention must te made of
en assumpticn inherent in the subsequent analysis. 4e have
already noted that we do not possess separate data of arrivals
from the regions outside the market area and that these arri-
vale assume a great importance in the Barsi end vhulis

merkets, Hereafter, while using the sggregate figures of
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arrivals, we shall take it for granted that these 'imports'
have the ssme characteristics as the arrivals from the market
area possess, ln other words, there are no differences in
quality of the two; hotn of them exhibit the same pattern

of aeasoualltf; and lastly, toth of them are affected bty the
factors determining them in the same way and to the same
extent.,
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CHAFTER V
MARKETING OF GROUNDNUT IN THE REGULATED MARKETQ: II

In the previous chapter we have considered the general
tendencies of marketing as reflected in the annusl and
monthly figures of arrivals end sales. In the present
chapter we intend to examine the weekly figures of sales
and study t.hg course of narket.}ng, especially during the
period of heavy marketing, in detail, The examination of
the weekly figures is considered necessary for two reasons.,
Firstly, since the heavy pressure of marketing i1s present,
as we have seen earlier, during a period of four or five
months in a year, 'month' tecomes too large a unit of time
for measuring any effect of marketing on prices whiech is
expected to ke found in the pericd of heavy marketing only.
This, thus, necessitates analysis cf at least weekly prices,
if not daily prices; and this in turn requires study of weekly
figures of sales, Ae a matter of fact, 'week' seems to be
the only convenient time unit which is, it is hoped, neither
too large to obac;ua the supply effect on prices nor too.
small to include, to any eppreciable extent, the influence
- of random factors which manifest themselves, for example,
in the daily figures of sales and prices. Secondly, apart
from the supply effect on prices, there are, as we shall
see later, some important characteristics of marketing

tendencies which are by themselves interesting and which
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ean be oteerved only in the weekly figures of aal;s. In
other words, by taking 'week' as a time unit, we can otserve
the course of marketing in deteil snd then subsequently link
it with the\an-lyaia of prices to see whether it has any
effect on prices,

The weekly figuree - week teginning from ‘onday = are
compiled from the daily figures of sales in the three
mnrkats.l The technique of analysis used in this chapter
follows closely the one adopted by Holtrook  working in
hie examination of the marketing of wheat in western Cnnadag
The figures of sales are preferred in this and the subse-
quent chapters to those of arrivals in tze Farad market
btecause the former are more comparable with the availakle
figures in HRarsi and Uhulia.

Tnis chapter consists of taree sections. The first
one is devoted to the general review of marketing tenden-
cies as reflected in the weekly figures. This is done,
firstly, by dividing the marketing year into varicus
periods according to quantities marketed as well as accorde
ing to changes in the rate of marketing. An bxamination
of the timing and durastion cf thegse periods is attempted

sutsequently. In the second section, an attempt is

made to see whether the marketing tendencies of farmers are

1 9aily or weekly figures of sales and prices are not
availatle in Barsi for the pericd between Sept.l952 and Jec.
1952. The year 1952«53 is, therefore, left out of subsequent

znalyeis for the Barsi market.

2 Holbrook working, "The Timing of theat Marketing in
sestern Canada,” Wheat -tudies(Uctober,1936),vol.l3,pp.33=61.
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effected by the changes in the quantities marketed. 7he
last section deals with the relationship tetween the timing

of marketing and the price considerations.

1
General Marketing Tendencies.

Different feriods of Marketing :
Chart 21 in chapter VIII (pages 223-225) shows weekly

marketings in different markets, It is seen from this chart
tnat the period of heavy marketing is not the same for all
the merkets; in Dhulia, for example, 1t starts wmuch earlier
than in Barsl and Karad, / “oreover, even at one cenire,

the start and the duration of this periocd change every year,
It seems, lherefore, more appropriate to divide the marketing
year on tne basis of quantities marketed and rates of
marketing rather tiian on the tasis of calender mcnths,

Frun the weekly figures of sales, 2 marketing year can
be divided into three 'pericds' sccording to the changes in
the rate of marketing. We define the 'Rapid i“arketing ieriod'
as that period in which the weekly total sales equal cor exceed
turee per cent of the total yesrly sales. The choice of this
level at three per cent is tc some extent artitrary; tut
since there is no much variation in the timing and the
duration of this period defined whether by twe per cent level

or by four per cent level, the level at theee per cent is
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ultimately selected, Moreover, this rate is not much larger
than the average weekly rate of marketing which is atout two
per cent. The Rapld Marketing Feriod is regarded as a
mnﬁmu;ua period and the temporary declines in the rate of
marketing below the three per cent level are not taken into
acoount. The date of the first day ( i.e. Monday ) of the
first week in the Repid Marketing Feriod marks the stert
of the period and the date of the last day { i.e, Sunday )
of the last week in the Feriod marks its t.emlnatioui. The
period prior to the Rapid Marketing rFeriod is called the
"Early Marketing Feriod™ and the period subgequent to the
Rapid Marketing reriod is named the "Deferred Marketing
hri.od".’ By so0 naming the last period, we assume that all
the marketing that ‘takes place subsequent to the F.M.P. is
deferred bty the farmers intentionally for one reason or
anot.ner."

The atove division of the marketing year is tased on

the rate of marketing. In addition to this, we can locate

3 For the sake of bravity, we will mention these three
eriods, in the order in which they are introduced, as 'R.M,P.'
E.M,P. and "D,M.P.' in the subsequent analysis.

& Working has identified snother period between the
ReM,P, and the D.M.] which he names 'secondary' and in which
he telieves, the marketings 'postponed solely or chiefly for
eonvoniomo' take place. He ldentifies this period arbitrae
rily as that between the termination of the i M.P. and the
end of January. Undoubtedly, such period exists in our
markets aleo, though the identification of it is rather diffi.
cult., In any case, the duration of the secondary period inthemarkets
we are considering is small, limited to about three weeks.
This is apparent from the sudden and substantial fall in the
rate of marketing immedi ately after the termination of the

ReM.P,
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three points in the flow of merketing on the basis of
quantity marketed. They are ' 25 per cent point', '50 per
cent point' and '75 per cent point' representing respece
tively, the dates on which 25 per cent, 50 per cent and
75 per cent of the yearly marketing are completed,

Timing and Duration of Different leriods:

The accompanying tables show, for the three markets
under consideration, 1) the dates on which the i.M.P,
in each year started and terminated and the dates of 25
per cent, 50 per cent and 75 per cent points (tatle 5.1);
i1) duration of the R.M.P. and length of intervals between
the three points ( table 5.2 ).

The stert of rapid marketing is generally governed
by the eclimatic conditions prevailing before and during the
marketing period. If all along the farming season, the
climatic conditions are favouratle for the early maturity
of the crop and if rains do not disturk the flow of marketing
after the harvest, rapid marketing starts early. “hen theu-
conditions are not favourarle, rapid marketing is delayed,
On an average, rapid marketing in Barsi and Karad started
on the same date i.,e. on 18th November. In Dhulia, it
started much earlier, on 30th September indicating early
maturity of the crop in this region.

The accompanying chart ( Chart 5 ) presents the year to
year changes in the dates of the start of rapid marketing.



Tekle 5.1 : Timing of Marketing in the Three Markets.

: B‘l}sl 1 : o (MULIA ) 2 'L 1 '“RAD - =
Year Start £End of 25 per 50 per 75 per Start End of 25 per 50 per 75 per Start End of 25 per 50 per 75 per

of Rapid eent cent cent of Rapid gent cent cent of Rapid ecent cent cent

Rapid Market- point point point Rapld Market- point point point Rapid Market- point point point

Market- ing Market - ing Market- ing

ing ing ing
194950 - - - - - 30t 8 Jan 25 Uct 28 Kov 9 Jan 14 Nov 12 Fet 1 Dee 15 Dec § Jan
1950=51 13 Nov 11 Feb S Dee 27 De¢c 7 Fek 16 Cet 14 Jan 28 Cct 25 Nov 29Dec 20 Nov 28 Jan 11 Dec 29 Dec 24 Jan
195152 29 Cet 30 Dec 22 Nov 25 Dec 31 May 17 Sept 23 Dee 6 Oect 15 Nov 17 Jam 12 Hov 27 Jan 3 Dee 19 Dee 6 Jen
1952=53 N.A, N.A, N.A. N.A. N.A. 15 Sept 16 Nov 6 Vet 17 Get 7 Nov 10 Nov 25 Jan 30 Nov 13 Deec 24 Dee
195354 30 Nov 14 Feb 24 Dee 27 Jan 20 April2l Sept 1 Fov 13 Cct 11 Nov 1 Feb 16 Nov 31 Jan 11 Dee 27 Dec 19 Jan
195455 29 Nov 13 Fet 16 Dee 15 Jan 17 March 4 Oot 23 Jen 19 Cet 11 Fov 18 Jan 15 Nov 30 Jan 3 Dec 27 Dec 22 Jan
1955-56 § Dee 19 Feb 16 Dec 21 Jan 22 Maeh 3 Oct 18 Dec 18 Cct 5§ Nov 9 Dec 28 Kov 26 Fek 21 Dec 16 Jan 12 Feb
195657 3 Dec 17 Feb 24 Dec 29 Jan 10 April 8 Cet 23 Jen 27 Cet l1Dee 8 Jen 3 Dec 3 Feb 18 Deec 5§ Jan 21 Jan
195758 4 Nov 12 Jan 23 Nov 14 Dec 24 Jan 30 Sept 29 Dec 18 Cot 29 Nov 31 Jan 25 Nov 2 Fet 19 Dec 4 Jen 22 jan
1958+59 3 Nov 25 Jam 3 Uec 30 Dec 11 Merch 6 Uect 23 Jan 30 Cet 5 Dee 12 Jsn 10 Nov 25 Jan 1 Dec 17 Dec 4 Jan
Average 18 kov 2 Feb Q Des 8 Jan 22 March 30 Sept 20 Dec 19 Cet 18 Nov S Jan 18 Nov 2 Fek 9 Dec 27 Deec 16 Jan




Duration of Different Marketing ieriods in the Three Markets

Tatle 5.2 :

- 1
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CHART 5
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It is not possible to relate these changes with the elimatiec
conditions tecause the information about the latter 1is not
availatle. Broadly, however, the changes at the three markets
seem to te moving in the same direction. Thus, at all the
markets, rapid marketing started quite early in the year
1951=52, while it was delayed in the years 1950«51 and
1956=57. The changes in these dates show no relationship
either with the changes in yield which is also determined
bty the climatic factors, or with the prices prevailing at
the time of marketing,

It is, however, significant to note one characteristic
of the start of rapid merketing. It is seen from the acecom-
panying scatter diagrams ( Chart 6 ) that the climatic con=
ditions are not the only factor determining the timing of
the start of rapid marketing. It is also governed by the
total quantities to bte marketed in a year; the large gquanti-
ties meem to be accompanied bty a delayed start of rapid
marketing while when the small quantities are to be marketed,
the R.M.P. starts early., 7This relationship is clearly pointed
out by the figures in the EBarsi and Dhulia msrkets. The
scatter around the lines of relationship that can bte drawn
through the middle of these points is of course large (which
protakly indicates the influence of climatic conditions
after the harvest) but it indicates an unmistakable relation-
ship between the two factors., The exea'pt.ional case of Karad

is, however, noteworthy; in this merket there is no relationship
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visitle at least till 195455, tut from 1955-56 onwards, we
find an evidence of scme such relationship tetween the two
factors,

It is not possitle to explain why such relationship
exists tetween the quantity msrketed gnd the timing of rapid
marketing. But sc far as an incresse in the annual marketed
quantities is due to an increase in production, it msy Lbe
said thet the elimatiec factors which lead to good erop also
lead to late harvests and, therefore, to late start of rapid
marketing, Thie is, of course, hypothetical, especially in
view of the two facts, that a) there is no assoeiation
tetween the start of rapid marketing and yield and b) till
1954=55, no such relationship between quantities and the
start of the iH.M.F., 1s visible at Karad.

It is, however, interesting to observe the effects of
changes in the dates of the start of rapid marketing on other
dates. Un an average, as the takles 5.1 and 5.2 btring out,
the 25 per cent point i3 reached within 20 to 22 days, after
the start of the A,%,.,P, and this duration remains unaffected
whether the rapid marketing starts early or late. This is
elear from Chart 7. 'The average lines of relationship are
of t.fxe same slope and indiea_t.e fairly good one to one
correspondence between these two timings.

But not so with the 50 per cent points ! Chart 8
presents the relationship between the 25 per cent points
and 50 per cent points., W%e know, from tatles 5.1 and 5.2
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that the average interval between these two points is of
30 days at Barsi and Uhulis and of 18 days at rarad. But,
as chart 8 indicates, a delay of some ten days in the 25
per cent point affects this interval by delaying the 50 per
cent point at Barsi and Dhulia ty some fourteen days. The
interval between these two points at Karad, however,
remains more or less unaffeected by the early or late
occurrence of the 2§ per cent point, In other worda; vhen
the start of rapid marketing is delayed it does xiot. affect
the interval between that date and the 25 per c¢ent point;
tut it does incresse the interval between the 25 per cent
point and the 50 per eent point at Barsi and Chulia.

In most years the 75 per cent point is also covered,
in the cese of Chulia and Karad, ty the R.M,P, and the
average interval between the 50 per cent point and 75 per
cent point at these centres has been of abtout 48 days and
20 days respectively ( see table 5.2 ). The corresponding
intervel at Barsi is of about'.'ﬂ. days. These interveals,
however, do not remein the same if the reaching of the 50
per cent point occurs early or late; as chart 9 indicates,
at Barsi and Dhulia, the delay of fourteen days in the 50
per cent point leads to a delay of some twenty days in the
75 per cent point. At Karad, for the delay of ten days
in the 50 per cent point, there is a delay of abtout fourteen
days. The total effect of the delay of ten days in the start
of rapid marketing, thus, results in the delay of twenty days
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at Barsi and Dhulia and of fourteen days at Karad in the
75 per cent point.

The effect of early or late cceurrence of rapid
marketing is more particularly seen in the duration of the
R.MeF, On an average, the duration of this pericd is of
77 days at Barei end Karad and of 88 days at Uhulia., In chart
10 lim s of average relationship are drawn, for Barsi and
Dhulia, neglecting the year 1951~52 which appeers to ke
exceptional; and these lines indicate that at these two
centres the duration of the H.lM.F., remsins the same, no
matter whether the start of the K.¥,F., is delayed or occcurs
early. In the case of Chulia, however, a delay of some ten
days in the start of rapid marketing increases the duration
of the period by as much as thirty days. It is slso signi-
fiecant to note the spread around the line of relationship for
Uhulia which indigates the excepticnal years.

The duration of the R.¥.F., as well as the interval
btetween di fferent points ar@ expected to bte determined by
the guantities marketed during the period and during different
intervals, e have seen that at Barei and Dhulia, the
delayed start of rapid marketing is accompanied bty large
quantities marketed in & yesr. In the light of this fact,
the progressive increase in tue delay of reaching 50 per
cent and 75 per cent points is understandasble. The explana~
ticn of longer duration of the l.M.F, at thulis in the event
of a late start of the ii,M.P., however, will have to ke
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sought only in the quantities marketed in the ReMoPo in
different years; to this and other aspects of marketing

related with quantities, we will now turn our attention.

2
guantities tarketed and the Marketing Tendencies.

The eccompanying tatles snow the absolute (tatle 5.3)
and per cent (table 5.4) quentities marketed in different
marketing periods., The rates of marketing per week are
presented in Table 5.5 and Tatle 5.6, Cn an avefage, as
indieated bty these tables, abtout 56 per cent of the yeesrly
marketed produce is marketed in the HM.P, at Barsi, The
cofr.nponding figures at Dhulia and Karad are larger, being
abtout 71 per cent and 84 per cent respectively, These quan-
tities are marketed on an average at the weekly rate of 5
per cent in Barsi, 6 per cent in shulia and 8 per cent in
Karad. It is also ckvious from these takles that the
increase in the yearly marketed quantity leads tc an
increase in the quantities marketed in &ll the periods,
especially in the H.M,P., and the U.M.F.

If we regard that the total quantity marketed in a year
constitutes the total disposable supply with the fermers at
the beginning of the yeer, it will be interesting tc see
whether any change in this total disposabtle supply affects,
other thinge remsining constant, the seasonelity of marketing;

or, to te more precise, whetner an incresse in this supply



Takle 5.3 : Quantities Harketed During Different Feriods
( In Maunds)
"; . BAR..':I \ DHULIA . !M!'!AD
Year During During During During During . During during During During
EsM.Pe R.M P Dol Pe Total E.®,P, RoM,.F. D.M.P, Total EoMo P, R.M.FP, DM, P, Total
1949+50 - - - - 49,875 7.21.001 2,62,365 10,33,245 5,157 1,36,995 7,669 1,49,821
1950~51 5,564 38,461 12,974 57,001 12,195 6,91,2.5 1,45,020 8,48,460 5,233  1,11,803 32,900 1,49,936
. 1951 -52 8,244, 69,820 72,096 1,50,160 8,565 5-8009“ 2,22,090 7,11,600 7,603 1,78,233 21,053 2,006,889
1952453 NoA, HeAo Rede. - 4,245 3,08,625 82,110 3,94,980 4,464  2,10,704 9,952 2,25,120
1953-54 20,149 1,93,493 1,62,457 3,706,099 2,550 1,80,015 2,01,975 3,84,540 3,598 1,92,026 31,514 2,27,138
195455 90,864 4,04,059 2,56,428 7,51,351 9,780 6,16,710 1,76,9L0 8,03,430 8,550 1,658,526 42,415 2,16,491
1955-56 54,691 2,59,667 1,79,285 4,93,64L3 29,775 7,49,940 1,97,430 9,77,145 7,075 1,22,425 22,978 1,52,478
'1956-57 37,678 1,53,733 1,03,382 2,94,793 42,615 ‘?-72.675 2,02,335 9,17,625 9,624  1,68,612° 20,294 1,98,530
1957-58 27,052 1,47,802 69,2“0 2,404,098 17,295 6,33,930 3,511,165 10,02,390 8,982 1,33,813 23,791 1,66,586
195859 5,188 1,27,800 '72.010 2,04,998 28,875 7,62,990 1,67,205 9,59,070 3,677 83,028 6,478 93,183
NKote : Figures relate to groundnut pods.



Takle

: Per Cent uantity Marketed during Different Feriods.

BARSI ~ DHULIA KARAD
R R R o~ S B R - R« = S
1949 =50 - - - 4.83 69.78 25.39 3ot 91,44 5.12
1950-51 9.76 67.48 22,76 1obis 81.47 17.09 3.49 7457 21.94
1951-52 5.49 46.50 4L8.01 1.20 67.59 .21 3.67 86.15 10.18
195253 N.A. NeAs N.A. 1.07 78.14 20.79 1.98 93.60 k2
1953-54 5.36 51.45 43.19 0.66 46,81 52.53 1.58 84,.54 13,88
195455 12.09 53.78 34.13 1.22 76.76 22.02 3.95 76 46 19.59
1955-56 11,08 52.60 36,32 3.05 76.75 20.20 4.6 80.29 15.07
195657 12.78 52,15 35.07 464 73.31 22.05 h.85 84.93 10.22
1957-58 11.08 60.55 28,37 1.73 63.24 35.03 5.39 80.33 14.28
195859 2.53 62.34 35.13 3.01 79.56 17.43 3.95 89.10 6.95
Average 8.77 35.37 2.29 7134 26.37 3.69 8414 12.17

55.86




Tatle 5.5 Rate of Marketing Fer Week DuringDifferent Feriods.
. { In Maunds)
BARSI " ! ) DHULIA . : ) KARAD .
R = ol i o o el el i Bl okl
year ' year year
1949-50 - - - - 12,468 51,500 7,717 19,870 1,289 10,538 54,8 3,654
1950-51 556 2,959 k7 1,096 2,032 53,173 4,395 16,317  1,74% 11,180 1,567 4,410
1951-52 1,030 7,758 2,060 2,888 L,282 34,353 6,169 13,685 1,901 16,203 957 5,592
1952-53 Neko Nohe Reho NeAe 2,122 38,578 1,955 7,596 L6 19,155 452 5,235
1953-54 1,550 17,590 5,802 7,233 850 30,002 4,697 7,395 720 17,457 1,432 5,977
1954=55 6,990 36,733 9,158 14,4k9 1,956 38,54, 5,708 15,451 770 15,048 1,928 4,920
1955-56 3,900 23,606 6,403 9,314 5,955 68,176 5,336 18,437 708 9,417 1,641 4,121
1956-57 2,898 13,976 3,692 5,669 8,523 48,048 6,131 17,647 1,925 18,735 1,561 7,353
1957-58 3,006 14,760 2,098 4,694 4,326 48,764 10,033 19,277 748 13,381 1,830 4,760
195859 576 10,650 2,323 3,942 5,775 47,687 5394 18,444 368 7,548 360 2,389
Notes : 1) Figures relate te groundnut pods,
2) In Karad, ut is not marketed throughout the year. For calculating the rates of

marketing during &

4Py, D,#.P. as well as for the entire year, only those weeks are
considered in which the marketing tcok place.



Takle 5.6 : Per Cent Rate of Marketing Fer Week During Different Feriods.

' . BARSI ; , DHULIA J . KARAD |

Year During During During During During During During During During
E.“.P. H.M.P. D.M‘P. E.M.P. R.H'P. D.M.P. F‘.M.P. R.M.P. D.M.P.

1949-50 - - - 1.21 4.98 0.75 0.86 7.03 0.37
195051 0.98 5.19 0.78 0.24 6.27 0.52 1.16 746 1.04
1951-52 0.69 5.17 1.37 0.60 4.83 0.87 0.92 7.83 0.46
1952-53 N.A. N.A. N.A. 0.54 9.77 0.50 0.20 8.51 0.20
1953-54 0.4l L.68 . 1.54 0.22 7.80 1.22 0.32 7.69 0.63
1954=55 0.93 489  1.22 0.2 4.80 0.7 0.36  6.95  0.89
1955-56 0.79 4.78 1.30 0.61  6.98 0.55 06 6.18 1.08
195657 0.98 kT 1.25 0.93 5.24 0.67 0.97 Geboly 0.79
1957-58 1.23 6.55 0.86 0.43 4.86 1.00 0.45 8.03 1.10

Average 0.79 5.15 1.18. 0.56 6.05 0.74 0.61 7.72 0.70

Sot
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enstles the farmers to distribute tieir marketing setivity
more evenly during a year. The marketing will tend to
become less seasonal if, (a) the proportionate quantity
marketed in the R,M.F, is decressed or/and (t) the duration
of the R.M.F, is increased,

The accompanying scatter disgrams (chart 11) present
the relationehip ketween total yeerly marketing and per
cent produce marketed during the H.¥.F. It is apparent that
there ie no significant relaticnship tetween these two
factora;s We shall see later that in mest ceses, the per
cent produce to te marketed in the R.M,F., is determined sfter
taking into account the priece prospects, It is alsc seen
from chart 12 wnich presents the yearly marketed produce
against the duration of the #.M.F., that excepting Uhulis,
at no other centre there is any effect of the former on thne
latter. At Dhulia, tonere is a positive relationship between
t.he't.wo, wiilch seems natural from the enalysis in the earlier
section. In other words, normally the seasonality in markete
ing is not affected at Barsi and rarad ty the cnances in the
quantities marketed yearly; at Dhulia, however, the marketing
is more sessonal when tne totsl marketed qﬁantity in a yeear
is small and it is less when the latter is large.

When, therefore, the quantity to bte marketed in a year
is more, it is done bty increasing the fate of marketing in
the R, M., F, at Barsi and Karad. This is shown grephi=-
cally in chart 13. This c¢chart indicates that

5 Any indication of relationship btetween the twc factors
in vhulia is due to excessive fall in tne percentage in 1953=54.
If we disregard this year, there seems to te no relationship
exhibited by other years.
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for an average of atout 3! lakh maunds marketed annually,
the rate of marketing per week is akout 17,500 maunds in
the F.,¥,F, and 4,500 maunds in the De¥oF. For every
increase ( or decrease ) of atout one lakh maunds, the rates
of deliveries increase ( or decrease ) by abtcut 5,000
maunds in the R.M,P, and by 1,250 maunds in the 0,7,F, At
Dhulia, for an average of atout 8 lakh maum s of the yearly
merketed produce, the weekly. average rates of marketing are
45,000 maunds in the R.M.P., and 4,000 maunds in the U.M.F,
when there is a change of cne lakh maunde in the annual
quantity, the rates of marketing change by abtout 9,000
maunds in the <.¥.F, and abtout 1,000 maunde in the L.M,P,
At Karad, the sverage annual marketing of about 1,75,000 maundt
is made at the weekly rates of about 13,800 maunds in the
Ko ,P, and about 1,500 meunds in the 0,.¥,P, When, however,
the annual marketed quantity is increased ( or decreased )
ty 10,000 maunds, the rate of merketing is increased ( or
decreased ) only in the R.M,F, by 900 maunds without
affecting the rate of marketing in D.¥.F. In terms of
percentages, for every one per gent increase in the annual
marketed qu;nt.it.y, the rate of marketing in the H.M.F. is
increased by 1.05 per cent at Barsi, by 1.06 per cent at
Dhulia snd by 1.17 per cent at rarad., Thus, the impaet of
change in the annual marketed quantity on the rate of
merketing in the :,%.F. is larger at Karad than at the other
two eentres., These figures also indicate that thou.h the
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seasonality at Dhulia is decreased with an incresse in the

yearly marketed quantity, the per cent change in the rate of
marketing during the H.M,P, is almost the seme as that at
Barsi.

3
Priges and Marketinz Tendencies.

It will be necessary to examine, in this section, two
indicatore of 'price considerations' taken intc account by
sellers and purchasers. Ume of them will be the 'level' of
price preveiling during the period of three months between
Uetoter and December. The second one will bte 'price
prospects' which summarises sll the fact.ora - both internal as
well as international - which lead to the operator's expec-
tations regarding the future course of prices. we will call
these price prospects 'favourable' if the conditions prevail-
ing between Cctober and Uecember are such that it is reasonstle
to expect a rise in prices in future; conversely, they will
ke called 'unfevouratle', if the conditions are not encouraging.
The accompanying tatle ( tatle 5.7 ) ie prepared with the
help of the discussion of movement of prices in chapter I and
shows the prices and price prospects in Bombay_during Cctober=-

Decemter of each year.

Arrivals from outside the Market Area and rrice Coneiderations:

In the previous chapter, we have seen that quite a large

gquantity in the Barsi and Dhulia merkets comes from out.aids-



Tatle 5. 7 :

Prices and 'Price Frospects' During Octoter-December of Every Year.

Year

Lverage Price

of kernels
(Bold variety) Price Factors affeeting Frice Frospects
in Bomtay dur- irospects :
1ng Oct.‘D‘c.
(Rs, per cwt.)
1949-50 38.20 Favouratle Good export demand due to devaluation in September 1949
1950-51 42.06 Favouratle Deterioration in the Korean situation and stock-piling
_ programme in the western ccuntries.
1951-52 39.54 Unfavourakle FHumours of peace in Korea; incresse in the tank rate,
1952-53 33.30 Favouratle Export quota of oil declared in December 1952.
195354 34.13 Unfavouratle Frospects of good crop and discouraging overseas
advices. E
1954-55 24.12 Unfavouratle Frospects of good erop; lack of overseas demeand;
_ increase in the export duty.
1955-56 24.41 Favouratle Reduced crop position; uncertainties in Argentina;
favouratle export opportunities.
1956=57 33.00 Mixed Ban on exports of oil btut compensated ty good
internal demand from Vanaspati factories.
1957-58 33.12 VMixed Absence of export quotas; good internal demand.
1958=59 34.89 Favouratle Lxpectation of export quotas.
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the talukas. Tables 5.3 and 5.4 reveal that not merely the
yearly marketed produce in Dhulia exceeds the output in the
taluka tut the quantity marketed in the #.M,P. is also, many
& time, larger than the output. This emphasises the fact
that most of the produce coming from outside the taluka is
trought by the farmers themselves. \

It 18 reasonatle to expect that the pressure of demand
in these markets which attraets produce from distant aress
should ultimately result in prices in these markets to be
more than the prices paid in the surrounding markets., To
that extent, farmers can te regarded as price-gonsecious,
This can, of course, be firmly aatablisnec; only when we make
comparisons btetween prices; but this is diffieult in view
of the fact that most of the surrcunding markets are not
regulated and, therefore, prices prevailing there are not
easy to ottain., To what extent demand is influenced ty
price considerations we shall see in the next chapter,

There is one significant fact which is protatly
important in this context, %e have seen earlier that in
the year 195455, toth Barsl and Dhulia received a large
quantity of produce from ocutside their Market Areas. Even
the marketing at Karad in this year can also be regarded as
larger than usual. The year 1954-55, as seen from tatle 5.7,
is characterised ty unusually low prices and unfayouratle
price prospects., It seems reasonable to coiclude that more

or less e¢onstant demand from oilmillers in these markets
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enatled farmers to receive more response from btuyers in
these markets than elsewhere.

guantity Marketed in the ReM,P, and Price Considerations :

What is the effect of prices on the quantities marketed

in different periods ? Chart 14 presents the percentage
quantity marketed in the i.#.P. and prices prevailing in
Bombay during tetoter end iecember. There seems to be a
positive relationship between the two in the Xarad market
after 1951-52, vhenever the prices increase, the percentesge
marketed in the ".M,P, at Karad also increases while when the
prices decresse, the percentage marketed decreases, Thus,
high percentage was marketed in the year 1952-53 when the
price prospects were favourable., In the next two years
prices declined and the prospects of them improving were also
not in sight; the percentage marketed in the .M,P, in these
two yeare is seen to be progressively decreasing., Ffrom
1955-56, it has increased excepting the year 1957-58,

In Dhulia, there are so significant peaks; the lowest
points in the percentages occcur in 1953«54 and 1957-58, Among
these, the former witnessed unfavouratle prospects while in
the latter year the prospects were mixed. In Barsi, there
are rno significant falls; the rise in the percentage is seen
in the years 195051, 1957-58 and 1958«59. In at least two
of these years, we can regard the price prospects as favouratle.

Thus, in genersl, there seems to ke a positive relation-

ship tetween the percentage marketed in the !(L.1,F. and 'price
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CHART 19
PRICES AND PERCENT MARKETING
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prospects' , Wwhen the latter are favouratle, the propor-
tionate quantity marketed in the feM.Ps -increases while

when they irn not encouraging, the farmers are likely to
defer their marketing to a later date. This relationship is
not, of eourse, very clearly pointed out bty chart 14. If
some such relationship exists, however, it indicates that

the favourastle price prospects generate a good deal of demand
in the market which may be affecting prices to such an extent
as 1o encourage farmers to dispose off their produce in the
HeM,P, itself. 4“e shall see later whether or not during these
years farmers received better prices in the i M.F,

S0 far, we have essentially concentrated on the marketing
in the R.M.P, There is very little that can te said about
the ".%,P, Ferhaps, day to day marketing in this period is
determined bty the day to day changes in prices; it is not
possitle to go into this aspeet because it is very difficult
to eliminate the seasonally decreasing trend in merketing
and seascnally rising trend in prices. The quantity marketed
in this period is too small to warrant any further devision

of this periocd.

Summsry :
1) The timing of the start of rapid marketing can te
associated with the totsl marketings in a year. It is
seen that the large guantities are generally associated
with a delayed start of the R.M.P,, and small quantities



117

with an early start. The relationship is disturbted bty
the e¢limatic conditions preveiling after the harvest,

2) The delay or early occurrence of the start of the
RsM.,P, 18 further intensified in the timing of 50 per
cent and 75 per cent points, The most pronounced
effect 1s seen in Dhulia where a delay of ten days in
the start of rapid marketing results in the delay of
some thirty days in the termination of the R.M.P,

3) The large or small quantities to te marketed 1n.a
year do not affect seasonality at Barsi and Karad. In
Dhulia, however, the large quantities are seen to reduce
the seasonality bty increasing the duration of the
R.M.P,

L) The price considerations generally play their pert
by incressing or decreasing demand in the market, When
the prices are favouratle, demand in the R.M.F. increases
and the supply also inereases, when the prices are
unfavouratle, a large proportion of the total quantity
is deferred to the subsequent period.
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CHAFTER VI
DEMAND FOR GROUNDNUT IN THE REGULATED MARKLTS

The main purchasers of groundnut in the regulated
markets are local oilmillers, wholesalers and agents of the
outside purchasers. Among these, the local oilmillers are the
largest purchasers in the markets, They purchase most of
. their requirements in the pesk merketing season and spread
thelr processing activity, as far as poseible, throughout
the year. The wholesalers, when they act on their own, are
the local speculators who purchzse in the peak marketing
season and sell, after some months, either to the local
oilcrusners or to the outside deslers, In this sense, they
are called the professionsl stockists or "Kothewale". The
agents cf the outside purchasers buy the produce in these
markete on Lhe advice of their principals and send it to
them after getting it decorticated. This clasgifieation of
the buyers, however, is not exclusive and many a time their
funetions overlap. Thus, it is observed tnat an oilmiller
purchasing in a local market does not utilise all his
purchases Ibf manufacturing oil locally, but sends a part of
them to another mill of his situated elsewhere. Strictly
speaking, therefore, he acte as an agent of tne branch mill
whenever he purghases for it. <“imilariy, all the purechases
of the wholesalers are not speculative as quite often they,
too, act in the capacity of aé;nts of tihe outside purchasers.

However, for the sake of ccnvenience, we will divide these
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buyers into two groups in the subsequent analysis. The first
group will consist of all the oilmillers in & market while
the second o of 'traders' w;ll include wholesalers and
commis sion agents, In what follows, an attempt is made to
study the differences in the purchasing policies of these

two classes of btuyers in the merkets.

Any examination of buyers' behaviour in a market
requires the figures of their purchases in the market, their
stock position, the utilisation of the produce they tuy and

| the figures of import and export. Unfortunately, however,
all the necessary information is not aveilatle for even a
single market, and what we have, presents only a btroad
picture of the buyers' behaviour. Thus, while the quarterly
figures of production of groundnut oil are made available by
the ixeise Office, the figures of purchases and imports are
availzkle only for the Chulis market, we have, for the Karad
market, the data of exports, but the figures cf stocks with
the tuyers are not kept by any Market Committee, In the
following sections, we have presented all the aveilatle
information btut it should te noted that in some respects
the arguments, being unsupported by quantitative information,
remain hypothetical, Since a somewhat more detailed analysis
is possible with the figures availstle for the ‘hulia market,
it is attempted separately.

The present chapter is divided into four sections dealing,

respectively, with =
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1) Demand by Oilmills,

2) Demand bty Traders,

3) The 'parity' prices and the extent of competition
among the tuyers; and

L) Behaviour of oilmillers and traders in the Dhulia
market,

ma 0 8
Importange of the oilmills:

As the separate figures of purchases made by the cilmills
are not availatle at Barsi and farad, the figures of quantities
crushed ty the ollmills provide the only source for getting
& rough idea of their importance in these markets. Tsbtle
6.1 presents this information and takle 6.2 shows the quantity
of groundnut purchaphd bty the oilmills situated at rthulia.

If we assume that the ollmills at Barsi snd ‘arad depend
for their raw material primarily on the arrivals in the local
markets, it appears from tableél that more tnan 50 per cent
of the marketed produce in Barsi is absorted by the oilmillers
while the oilmillers' purchases at Karad must te more than
60 per cent of the yearly marketed prodnce.l The share of
the oilmills in.Dhulia is substantiaslly high, ranging ketween

The appreciatle fall in the oilmills' share in EFarsi
in 195859 ie attrituted ty the “arket Committee to the absence

of 'parity' in local prices. { See also section III)
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Table 6.1 : Quantity of Groundmut Crushed by the Oil Mills
Situated at the Barsi, bhulia & Karad Markets
during 1956-57 = 1958-59.

e T ——

nut 3}
Quantity of ground/pods Quantity of groundnut
Market crushed during (in mds.) pods erushed as per-
¢entages of the total

195657 1957-58 195859 ;;},;:gin the market

1956-57 1957-58 1958«59

Barsi 2,00,334 2,26,302 85,645 59.94 67.81 35.48

phulif  N.A.  8,47,389 8,91,837 N.A.  85.91 93.00

Karad 93,207 1,25,9%, 73,782 47.76 7717 78.18

1l Converted from the figures of oil production by assuming :=-
a) 39% oil content and 73 per cent kernel content
in Barsi and Karad.
b) 40F oil content and 72 per cent kernel content
in Dhulia.

2 All figurees for Dhulie refer to the year Uct.- Sept.



Table 6.2 : Quantity of Groundnut Fods Purchased ﬁy the Cilmills Situated at Thull
1949-50 = 195859, "

1949-50 1950=51 1951<52 1952-53 1953=54 1954=55 1955-56 195657 1957-58 1958-59

Quanti-
ty pur-
chased
Cile-
mills

maunds N.A, 6,34,800 5,50,095 2,63,145 2,99,100 6,70,305 7,85,865 7,21,350 8,47,605 8,12,715
Juantity £§
Furcha-

sed b

Cilmills

as per

cent of

total

sales N.A, Th79 77.30 69.11 78.27 82.14 80.45 78.65 84.56 8L.7h

Average per cent purchases : 78.89
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69 per cent and 85 per gent of the total marketed produce.
Moreover, their share shows a rising trend during the period
tetween 1950<51 and 1958459, The figures in table 6.1
indicate quite elearly that the oilmills in rhulia depend
primarily on the Dhulia market for their requirements.

Market (¢} dnut oil and e

The oilmills produce groundnut cil and its joint product
groundnut cake. The demand for groundmut bty the oilmills
is thus a derived one which is determined by the demand for
oil and cake., The main customers for the groundnmut oil proe
duced by these mills are the Vanaspati n%anu.ractora situated
in "ombtay and elsewhere. The Vanaspati factory situated
at Amalner is the regular customer of the Uhulia oil mills.
They also send some quantity to U.P. and Bomtay. The mills
at Barsi find a Vanaspati factory at Akola their regular
customer. For oil produeed in karad, Bombay provides an
excellent market., Besides these Vanaspati factories, the
wholesalers at Bombay and elsewhere also make large purchases
from the local oilmillers., These wholesalers either export
it or distritute it all over the country, particularly Lorth
India, for the consumption purposes. The prices of oil are
quoted bty the local oilmills usually on loose ex-factory
tasis. _

without further processing, oil cannot te stored for
a long time, It is, therefore, generally sold immedi ately

after production. To assure ready market for oil after its
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production, the oilmillers frequently enter intc the forward
delivery contracts after their purchase of groundnut pods.
This practice also insures them from a possitle danger of a
fall in prices in future. whenever it is not possitle for
them to enter into such contracts, they hedge their purchases
of pods to gounteract the losses due to posseitle adverse
price ehnngea in future,

The markets for groundnut cake, as the enquiries revealed,
ere mostly local, Their main purchasers are fsrmers who use
it as cattle~food and manure, If the quality of the cake is
supericr, it is sometimes purchased by the exporters,

The price of oil sold by the oilmills is decided on the
tasis of that preniling in Bomtay after adjustments are
made for the differences in quality and transport costs. The
quality of oil is assessed mzinly "on the basis of colour while
smell and appearance, i.e. transparence, are other f‘aet.ors,"2
which also eount. When damaged, shrivelled and immatured
ke rnels and nooks are crushed with moist goods, free fatty
acids develop in oil which make it liable to get ransid on
storage, The higher percentage of free fatty acids is,
therefore, found in the oil produced during the first few
months of the marketing season when a large guantity of wet
and inferior quality groundnut is crushed, causing 2 reduc-
tion in the price of oil during these months,

The enquiries sugrest tiat the local prices of ground-
nut cake do not depend much on those prevailing in Bombay

z RDMIG.I." ibid-, p‘90
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though, of course, the trend element in the latter is always
taken into acecount while fixing the local prices. Sinece

the mein customers for this product are farmers, locel compee
tition tetween the oilmille and the quality of the cake are
the main determinats of its price,

Fgctors d.uat_n;m rurehases of the Oilmills

We are now in a pesition to consider the following
factors which determine purchases of the oilmills :

a) The oilmills' capacity of erushing,

B) The oilmills' eapacity of storing,

e) Quantity and quality of the produce marketed, and

d) The presenge of 'parity' in the prevailing prices

and the extent of competition.

¥ie will deal with the first three factors in this seetion
and leave the discussion cof the fourth over to a later section.
(s) The uilmille' capmeity of erushing

It is generally believed that the oilseeds crushing
industry in India is overequipped., As far as the centres
covered by this study are concerned, table 6.3 largely
substantiates this kelief, As indicsted by this takle, the
oilmills in Karad seem to be possessing the largest unders
utilised capscity. In other centres also, the capacity of
erushing does not appear t.o.havo previded an upper limit
f& purchasing even during the years of good harvest, On
the contirary, over=capacity poses a problem cf meeting overs
head costs which drives the oilmills te purchase as large a



Table 6.3 : Number of Cilmills at Barsi, Dhulie and Kerad and Their Annual Fotential
and Used-up Capacity during 1956-57 = 1958=59,

P ]

No. of No. of No, of No. of Potontiall Used up capaeityz in
Market Oilmills Standard Baby Rota=- Annual percentages

Expellers Expellers ries, crushing

capacity in e "
t‘¥:l o; pods 1956-57 1957-58 1958-59

921

(mde.)
(1) (2) (3) (&) (s) (6) (7) . (8)
Barsi & 8 - 2 21711233 73-86 83.43 31.58
Dhulia 14 37 - 9 12,70,833 N.A, 66.68 7C.18
Karad 6 10 2 6 3,86,301 24.13 32.62 19,20

i s
oo wressnanon

1 Crushing capascity ie calculated assuming that machinery is used 16 hours & day for 250
days in a year, The crushing capseity assumed for different types of expellers is as

follows :
1) Standerd Expeller : 96 mds, of seeds per day (of 16 hrs.) per Expeller
ii) Baby Expeller : 48 mde. of seceds per day (of 16 hrs.) per Expeller
1i1) Rotary Expeller : 12 mds. of seeds per day (of 16 hrs.) per Expeller

The figures of seeds are converted into pods by assuming the kernel content given in
Table 6.1, foot-note 1.

2 Used=up c:g:eity is obteined by dividing the figures in cols. 1,2 and 3 in Table 6.1 by
those in col, 5 of Table 6.3 and multiplying by 100.
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quantity as possible in the regulated markets and use as
much of thelr ecspacity as possible, uherever possikle, the
mills use thie cepacity for erushing other seeds as well.
Thus, for example, at Barsi, where sesamum is marketed, it
is crushed bty the units producing greundnnt; olle To & large
extent, however, the oilmills depend on the supply of grounde
nut pods for meeting their overheads,

That a minimum quantity of groundnut must be erushed
to meet the overhead eoste is bamic to the thinking of most
oilmillers. In order to assure their supplies, the mills
frequently try to maintain control over their originsl sources
of raw material. It was a widely prevalent practice of the
oilmills, tefore the regulated markets came intc existence,
to assure direct supplies from farmers by advancing loans
to them in the pre-harvest period, This practice still
exists, though on a smaller sgale. As the regulsted markets
established themselves, and a8 the farmers came to realise the
advantages of bringing their produece to these markets instead
of directly selling it, the grip of the cilmillers on the
cultivators automatically loosened. OCilmillers, however,
still try to find other ways. In Dhulia district, for instance,
it was reported that some of the big cultivators were given
advances in the marketing season on the understanding that
they smold their procduce any time they wished and at the
market rate prevalent at that time to a particular oilmill.

To essure adeguate supplies, few mills also make some
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of their purchases in the distant markets, Thus, quite a
substantial quantity is purehased ty the oilmills in Dhulia
from the markets in Sgurashtra. Table 6.4 presents the
figures of total imports of groundnut made bty the oilmills
in Dhuli a.3

Most of these purchases were made by the big mills end,
in general, after February.
(k) Capaeity of atoring

That most of the marketed produce of the year comes to
the market during a period of four months poses a serious
problem for the oilmills. If they have to acquire a large
quantity of groundnut, they must purchase heavily during the
peak marketing periocd and store the produce for the rest of
the year. This necessitates adequate warehousing facilities
and large financial resources with them, The oilmills,
particularly the smaller ones, are short of btoth of them.
They, therefore, in order to use, at le—ut. during the peak
marketing period, as much of their eapacity as possitle, run
their estatlishments for two or more shifts initially, and
then decrease their rate of production. This results in the
seasonality in the produetion of oil revealed bty Taktle 6.5,

3 The figures of loesl purcheses end imports do not add
to give the figures of total quantity eorushed (Takle 6.l1), not
only because there might be some yeareto-yesr carryovers of stocks
tut also kecause the figures of exports are not availsble, Some
oilmille in Phulia are reported to ke purchasing locally for
their outside kranches alsco, =nd these figures could not ke
obtained, To some extent, of course, the error ils due to the
variation in the average oil and kernel content assumed in
Takle 6.1 and Tskle 6-‘00



Table 6.4 : ‘Imports of Groundnmut ( in terms of Pode ) made by
the Cilmills in Dhulia during 195253 « 195859

(maunds)

1952+53 19535k 1954=55 1955-56 195657 195758 1958«59

Import
of

oy
nut
t;ms 53:203 19.757 36.503 37.328 2‘00269 1900“ 107'617

pods®

1 The figures of seeds are gonverted into pods by
assuming the kernel content given in Table 6.1,

footenocte l.
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Jable 6.5 : Seasonality in Production of Oil and Seasonality
. in Sales of Fods at the Three Centres

Barsi Dhulia Karad

2
Quarter Froduc- Sales FProduge Sales Frodue- Sales
tion of of tion of of tion of of
oil pods oil pods oil ods
in the in the the
market market market

Oct = Dee. 31.39  46.10 37.76  66.38 29.17 45.69
Jan = March 27.0% 29.80 27.90 23.14 4049 51.24
Aprile June 23.70 15.68 23.96 8.00 23.24 2.49
July - Sept. 17.82 8.42 10,38 2_.1.8- ~ 7.10  0.57

Total 100,00 100.00 100.00 100.00 100.00 99.99

Mean devia- g . 20. 83  23.46
v gl he2h, 12,95  7.83 69 9.83

1 Averages during 1956=57 and 1958-59 in Barsi and Karad and
during 1957-58 and 1958«59 in Dhulia.

2 The figures of oil production are available quarter-wise,
starting from Cet. for these centres. Figures of

sales accordingly are adjusted.
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One can readily see from it that the period of heavy
marketing and the period of largest production of oil
coincide in each of the markets, though, as can be expected,
the seasonality in oil produetion is less than that in
marketing of groundnut pods. Among the three centres, Barsi
indicates the lowest seasonslity, the production of oil in
& quarter varying between 18 per cent and 31 per cent, The
largest quantity of oil was produced in the first quarter
(Oetober<December) in Barsi and Chulia and in the second
quarter ( Januaryefareh) in Karad, The third quarter, in
all the centres, witnessed abtout 2, per cent of oil j:mduc-
tion of the year.

It must te pointed out here that the seasonality of
production of oil is not sclely due to the lack of storege
facilities and finsneiel resocurces., It is also due to the
quality of the ecrop vhich is marketed eerly in the yeer,
Since the groundnut marketed in thie period is wet, it
cannot te stored for a long time, and it has to te utilised
immedi ately after the purchase, For this reason, the oile
millers are reported to be purchasing for storsge in the
last two months of the peak marketing pericd.

(e) Quantity and gqualiity of the merketed produce

The atove discussion points out that the oilmillers'
capacity of erushing does not, as such, impose a limit on
their purchases even during the years of good crop. 7This leads

us to exjpect that given an incresse in the marketed quantity,
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there is an increase in the oilmiliers' purchases. Similarly,
an improvement in the quality should inerease their purchases,
The factors preveanting such increase are shortage of finence,
inadequate storing facilities snd competition from other
purchasers, ‘e have already noted that the first two of these
factors result in seasonality in production. The nsture of
the last factor we shall see in the third section. |

2
Demend bty Traders

By 'traders' we mean all the purchasers other than local
oilmillers. As stated earlier, they ineclude wholesalers,
who are the local speculators purchasing when the prices are
depressed and selling when they rise, and the commission
agents wno purchase for the }ouuido tuyers. In general,
gionndnut. kernels have a substantial demand by the farmers
during the sowing season - i.e, between June and July - and,
therefore, a gertain part of the prodice coming in the
market in the peak marketing season invariatly goes in the
hands of the professional stockists who release their stocks
during the sowing season.

Among the three markets considered in this study, Karad
is by far the largest supplier of grcundnut kernels to Bombay,
The quality of groundnut produced in its surrounding areas
is inferior in respect of oil content but is superior due
to its ecolour, btoldness and weight, for edible purposes. The
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HeFeS.( 1.e. the Handepicked selected ) kernele which are
chosen from the Kerad Bold veriety are exported abtroad. The
demand for kernels, therefore, is larger in Karad than in the
other two markets. This explains, to a lerge extent, the
low share of the Kared oilmills in the total sales (Table 6.1)
end their large underutilised capseity (Tatle 6.3). The
accompanying table ( Table 6,6) shows the export of kermels
from Karad ty railway. Most of these exports were directed
to Bombay.

Table 6,6 indicates that atout 80 per cent of the
yesrly despatches by railway were made during the period of
three months - 1;3. between November and Januery, and this
period coineided with the periocd of heavy marketing. The
demand from the purchasers in Bomkay was thus most active
in the peak marketing periocd and the local oilmillers had
to compete with them for getting their requirements,

Next to Karad, Barsl is the important supplier of
kernels. Figures of railway exports are, however, not
availeble for Barsi and Ohulia, The groundmut produced and
marketed in Dhulia is. mostly used for crushing purposes,

In general, therefore, the demand by traders is partly
speculative and partly reflecting the demand bty outside |
purehasers. When the future price prospects are encouraging
and when there is an expectation of export quota, the
speculative demand increases and traders become active in

the market, When they act as the commission sgents, they
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Table 6,6 : Monthly Exports of Groundnut Kernels From
Karad by Railway during 195758 and 195859

( percentages)

Month 1957-58 195859
Saptaiter - 5.43
October 1.76 -
Noveaber 8,63 11.72
December 40.46 56.58
January 30.89 12.95
February 8.40 2,13
Mareh : 1.79 1.64
April .44 e
May ' _ 0.52 -
June L 0.80 -
July 1.89 1.40
August | 1.4 8,15

Total 99.99 100,00

Total quantity

of kernels exported
by railway in mds. 1,27,213 | 37,486
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get only the prescribed commission for their purchases and
there is no risk element. Unless the produce is to bte sent
to nearty oilmills, all the goods so purchased bty the commi-

ssion sgents are sent in the form of kernels,

3
The 'parity' Prices znd the Extent of
Competition amcng the Buyers.

The 'Parity' price is that price of the raw material
wildh, after an allowance for the normal marketing, hsndling,
procesaing and other incidental costs is made, enarles a
tuyer to sell the finished products at their current prieu‘:
Whenever the prices of the raw material and the finished
products are so adjusted, we regard that there ig a presence
of 'parity' ( which in local parlance is called "Padthar®),
The concept of 'parity' is a flexikle one and changes with
the changes in costs. For an oilmiller, it is the price of
the groundnut oil and groundnut cake minus the cost of
processing. For a trader who sells the produce after
decortication in an outside market, it represents the price
of kernels in that market minus the cost of transport and
the cost of decortication. For & speculstor, the parity price
represents the price of groundnut expected bty him in future
minus the cost of storage. Tsbles 6.7 to 6.10 present the
details of these costs prevailing at t.he-t,hree centres
during 1958-59. Takle 6¢7 shows the cost of processing for

b thie 'paﬁty price' for the btuyers is, of course,
different from that for the farmers.
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Table 6,7 : Cost of @rushing 100 meunds of Groundnut Pod
: at the Three Centres dwring 1958-59. - g

a) Merket and Handling charges : '
Market commission : @ Rs.0,75 per cent on purchase price
Hamald ¢ Rs, 3.12
Weighing charges Rs., 1.56
Cart Hire : Rs. 2,62

e

Total, excluding commission s Rs, 7.30

b) Deecortication Expenses of 100 mds. 6: Fods : Rs, 3.12

¢) Cost of Crushing @ Rs. 0.75 per md. of
Kernsls for 72 mds. 1 Rs.54.00

Total cost of erushing excluding commission : Rs. ©64.42

d) Excise duty on 28 mds, of oil : Re. 114.80

Totel Expenses incurred exeluding Commission: Rs. 179.22

OR Total Expenses excluding commission for
erushing one md. of Fods : Re.l.80 approx.

w
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abl e 8 : Cost of Decortication of 100 mds undnu
o« of G
Pode at the Three Centres during 195 B-Srg. ¢

1. Market charges :

1) Commission @ Rs, 0.75 per cent
on the value of pods. -

i) Other market charges .
( from Table 6,7 L

2. FProcessing eosts :
1) Cart hire upto decorticating

establishment and Hamsli 2.12
11) Mixing the ce to get

average ity and

sprinkling water on it 6.25
114 )Decorticating charges 6.25
iv) Sieving the seeds and sorting

out the lpli.tl. 18.75

Total cherges for decorticating
100 mds, of pods ( exeluding
commission ) Re. 40.67

* A ecost per md. of
. " p:g.f;eludin: commission Re. O.4]1 approxima-

oo te)y .,

e o . P e b
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Table 6,9 : Transport Costs for sending 72 mds, of
Kernels from local Markets to Bombay

Particulars Barsi Dhulia Karad
Hmli and _
cart<hire 12.30 12.80 12030
s

n ng
bage) 32.00 32.00 32,00
Railway freight '
(waso:’ratl) Ohye 32 122.40 86.40
B t
Bogbay 52,48 s2.48  52.48

Total 191.60  219.68 183.66

Average ::.t
sl 14 2.66 3,05 2.55
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Table 6.10 : Particulars of the Cost of Storing 100
maunds of Groundnut Pods at the Three
Centres during 195859,

1. Market charges, excluding commission : Rs, 7.30 *
( from Table 6.8 ) L
2. Cost of Storing :
A, In a Private wWarshouse :
i) Godown Rent : Rs, 4.00 per month
44) Loss due to deterioration : Value of
about l.40 mds. of
the produce per month,
411) Interest on the value of the goods :

iv) Loss of Gunny bags : Rs. 0.60 per month

B. In a Government Warehouse :

1) Godown Rent : Rs, 12.00 per month

11) Interest on the value of the goods :
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an oilmiller while Table 6.8 indicates the cost of decorti-
cation of groundmit. Takle 6.9 gives the cost of transport
btetween these centres and the Fombay market while the parti-
culars of storage costs are given in Tatle 6.10.

From these tatles we can calculate the parity prices
for an ollmiller and a trader who sends the produce to
Bomkay. ( There is, of course, no way of caleulating the
parity price of a local speculator because we do not know
what his expectations atout the future prices are.) For an
oilmiller, for example, the following equation gives the
parity prici :

Log = (X B, ¢B.By ) = (XusTg #B.Tg ) =G

PO

« A(By=Tg) ¢ P(By =T, ) =Gy

where ,I\'PO is the oilmiller's parity price of

groundnut peds ( in Rs, per maund)

is the price of one maund of oil in

Bombay.

ﬁ is the price of one maund of eake in
Bombay . |

T 4s the cost of transporting one maund
of oil to Bombay.

Te is the cost of transporting one maund
of cake to Bombay.

C_ 1is the cost of pmhaaix?g and crushing

one maund of groundnut pods.
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« 1s the oilcontent in one msund of
groundnut pods and
P is the content of cake in one maund
of groundnut pods,
in other words, if we assume that an oilmiller sends btoth
groundnut oil as well as cake to Bomkay and receives prices
By and B, for these products respectively, any local price
of groundnut pods which is less than or equal to ,I\‘PO will
enatle him to make his purchases, produce oil and cake and
sell them in the Bombay market without ineurring losses. In
this equation, thus, the values (Bo- o) &nd (Bc-'l‘e) represent
the local parity pr:lu‘n of oil and cake respectively,
Similarly, the parity price for a trader who sends the
produce to Bombay will be :

e
Lpg = V(B =T) = Cq 11

where 1,,.1. is the trader's perity price of

groundnut pods ( in Rs, per maund)

B, is the price of one maund of kernels
in Bombay.

o is the cost of transporting one maund
of kernels to Eombay.

C is the cost of purchasing and decor-
ticating ore maund of groundnut pods
- . _

y- is the kernel content in one maund

of groundnut pods.
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In other words, when a trader finds the local price
of pods equgl to or lees than tp.,. it is advantageous for
him to purchase the produce, decorticate it and sell it in
the Bombay market, The value ( By = T, ) stands for the
local parity price of kernels,

Strictly speaking, these 'parityeprice' considerations
are the only consideratiors which should govern the purchases
of these tuyers. The actual level of prices are not of any
!.mporf.".‘”J So long as there is a parity between the prices of
raw material and those of finished goods, these tuyers
should continue their purchases in the market, process the
produce and sell it in the Bombay market. This prineciple
is, however, sukbject to a qualification when applied to the
oilmillers. They take a comparatively l'onger time than the-
traders to process the produge, and there is always a danger
of a fall in the prices of their finished produects during
that time. In other words, the parity which exists when
they make their purchases mey not always bte present when
they are in a position to sell their products. In terms
of the abtove notation, it is possibtle that what they actually
realise may ke less than B, and B, due to changes in prices
during the interval of processing. There are two ways in
whieh sn oilmiller can, and generally should, save himself
from such possibtle fall in prices in future. Firstly, when
there are such facilities, he cen 'hedge' his purc.ases of

raw material by entering into a ‘futures' sale contract.
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At the time of the sale of his products, he can nullify the
losses ( or profits ), if any, due to the price changes Lty
msking purehases in the 'futures' transaction. Secondly,
the ollmillers, at the time of their purchases of the raw
material, can enter into the forward delivery contract at
the currently prevailing prices, There are, however, two
difficulties faced by the oilmillers in this respect. Fi.ratly‘,
though groundnut oil can ke scid in thie way, it is not
‘always possible to find a customer for cake at the time of
purchasing the raw material. Secondly, even in the case of
oil, during the period of falling prices, it is difficult
to find a purchaser buying his requirements in advance.

when, however, an oilmiller, facing a severe competi=
tion from other buyers, pays mre than the parity price Iipo
in an expectation of making up the losses with the rise in
prices of groundnut oil and cake in future, he enters into
nﬁculat:lon and ecannot take advantage of either hedging
facilities or forward delivery contracts, It is claimed
by dealers in these markets that the oilmillers sometimes
indulge in speculation when prices are rising and this often
leads to excessive rise in local prices., We will, therefore,
turn our attention to the local prices prevailing in the
year 1958-59 and exsmine whether they are less than, equal
to or more than the parity prices defined in equations (I)
end (II).

The values of the constant terms « , T, /3\ » Tar Co »
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Y'» Ty and Cp in these equations can be found out from the
tables earlier presented, They are, for the sake of conve-
nience, sunmarised in Takle 6.11.5

For calculating the loeal parity prices, we have gonsi-
dered the prices of oil and cake prevailing in Pombay on the
last Saturday of each quarter during 1958-59. These prices
together with the prevailing local prices on these days are
presented in Table 6,12, The csleculation of the parity
prices is also shown in tnis tatle.

Tekle 6,12 indicates that the oilmillers' parity price
is on the whole oqual to the trader's parity price in Barsi.
The reason for LPO teing larger than L Ln November at all
the centres may ke found in our ausumptlon of akout 39 per
cent ollcontent in the kernels. This may not be valid in
November wnen the inferior quality groundnut is marketed.
The oilmillers' parity pricee in Dhulia and kared are
consistently larger than the traders'! parity pricos and this
may be due to the difference tetween decorticatiocn costs and
the crushing costs,

When, however, we compare these parity prices with the
actual prices prevailing in these centres ( See cclumns 7,
9, 10 and 11 of Tsakle 6.12 ), we observe that the actual
prices exceeded the parity prices, excepting the 'most

5 These figures, as already stated, refer to the year
1958-59 and, therefore, prices prevailing in this year alone
are considered. Attempts to proecure figures of transport and
otner costs before 1958-59 proved unsuccessful. (See also

footnote cn page 170).



Table 6.11 : Values of the Constant Terms in the Equations of the Parity Prices
during 1958«59,

S
I) LPo=« (Bo-Tg)+ B (Bc-Tc)-Co For an Oilmiller

Va)
I1) LPo =vr (Bk-Tk)- Cr For & Trader

X TO ' P Tc co Y Tk | GT
Barsi 0.28 2-32 0-1:.3 1.81 1.80 0072 2.66 0.&1
Dhulis 0.29 2.53 0.42 1.92 1.80 0.72 3.05 0.41
Karad 0.28 2.27 O.43 1.78 1.80 0.72 2.55 O.41

® These values are calculsted as the values of T, 4in Table 6.9

S



Table 6.12 : Calculation of the Oilmiller's and the Trader's Parity FPrices in the Local Markets during 1958=59.
I : LpPo= «(Bo-To)+ B (Bc-Tc)-Co for Oilmiller's parity price

II1 : LPpr=r (Bk- Tk)—CT for Trader's parity price

(Rupees per md.)

Prices in Bombay Farity prices in Local Markets Actual prices in lLocal Local
market of market
pete | :oldol Kormels O011 Cake BT B, T 1 BT, L ‘(%df (21} ??.kf
ernels Kernels «T ... o PO k 'k PT
(Bk) (Bk) (Be) (Be) ° ° °°€ i M.c. O .
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13)

29th Nov,.1958 24.43 25.16 52,90 10.28 50.58 8,47 16.00 21.77 15.26 16,85 14,10 51.50 10,47  Barsi
50.63 8,50 16,04 21,88 15.34 18,50 14,00 Karad

§2.01 8,73 16,95 23.58 16,57 21.62 21.37 54.62 10.38 Dhulia
§2.27 8.87 16.65 23,72 16,67 20.00 20,00 Karad

th May 1 . 1.1 65.0 11.76 62,71 .95 20.0 28,75 20.29 22,75 22,25 64.00 11.53 Barsi
” P el Feld s y 62.;0 3.31. 20. 28,08 19.81 25,00 24.25 64,75 1l.48 CDhulia
62 .76 9098 20.% 28 '% 20. 3‘7 22.00 21 . 50 Kl!"ad

29th 20,1959 28.29 28,37 57.66 12.12 55.34 10.31  18.13 25,63 18.04 %Z? 21.05 57.25. .76 Barsi

11
55.13 10,20 18.47 25.32 17.82 20,65 57.75 11.66 Dhulia
55.39 10,34 18,16 25.74 18.12 19.50 19.00 Karad

T T T O P L B T R e 2 R e T e e TR e R X STy SR s
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common' (M.C.) prices in Barsi and Karad on 29th lovember
1958. The local prices were, thus, not in parity with the
Bombay prices and it was not profitable to purchase grounde
nut pods in the local merkets and sell the processed goods
in the Bombteay market,

The fact that the local prices are sometimes higher
then the parity prices can te explained in terms of rise in
locel demand for koth oil and cske in these markets which
places the ollmillers in a very advantageous position.
Compsred to kernels, oil enjoys a wider market. The
Vanaspati factories are the chief purchasers of the oil
manufactured by the local oilmills and if they happen to be
near any of the oilmills econsidered in this study, the
Bomtay price teccmes of less importance for calculating the
oilmillers' parity price. To make this point clear let us
assume that a vanaspati factory situated near an oilmill in
one of our markets has only two options : either to purchase
oil from the oilmill or to purchase oil from Bombay., If it
exercises the second option, it will have to pay ( B +T,")
whe re To‘ is the transport cost between Bombay and its loca-
tion, Now, if it can mequire its supply from the nearty
oilmill, for any price (L} + T, ") < (B,+ T,'), To" teing the
transport cost from the oilmill to the Vanaspati factory,
it will purchase its requirements from the oilmill. Again,
if the local cilmiller has also only two options, he will
sell the oil to the nearky vanaspati factory provided he



1,8

maivc.’

L, > (B° « Ty) where T, 18 his transport cost
for sending oil to Bombay. The actual price prevailing in
the local market (L,) thus will be in the‘im:ex'nil.6

(Bo -TQ) £ Ly £ (Byex o To") eee  III

The same argument holds geod in the case of groundnut
cake in which the option is between the local farmer and
Bombay trader. The actual price of cake (L,) then will be
in the interval

(B‘3 - 'rc) L L, & (Be *T'=T") ... IV

where Te' is the cost of transport for the
farmer for tringing his require-
ments from Bombay and Tc" is the
cost of transport from the oilmill
to the farmer's place.

These two relations hold good even if we consider the
case of more than two opticns. The actual levels of L, and
Lo will be determined by these options and the degree of
competition among the sellers and of thst among the tuyers.

Thet, in faet, L, > (B, = T,) and L, > (B, = T,)
esn te found in Tatble 6.12 ( columns 6, 8, 12 and 13). The

6 If the oilmill is assumed to ke situated in tetween
the venaspatl factory and Pombtay, then Tp' = T+ To"' and the
interval will te (Bg~ o)\< L, < (Bodro).

For similar assumption regarding oilcake, we will have
(Be - Tc) . Le$ (Bc + Te)o
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local demand for oil and cake has thus increased their
prices and disturted the parity of groundmut pods prices.
(The groundnut kernels are not regularly traded in these
markets and, therefore, their prices are not shown in
Takle 6.12 ).

We, therefore, sutstitute the actual levels of L, and
Lg in place of (B, = T,) and (B = Tg) in the equation (I)
and calculate the revised parity priees of groundnut pods.
These are presented in Tatle 6.13.

Comparing these values with the actual prices of pods,
we again find that the latter are higher than the calculated
parity prices, This may be due to tie lpeeulat.iv-e activity
and competition in the local markets the intensity of which
cannot bte quasntified. But one conclusion definitely immerges .+~
out of this analysis and that is that the influence of the
Bombay market is unmistakatly small and limited to its
general trend element, The regulated markets seem to have
lost 'parit.y' with the terminal markets and the price
determined at these centres is no longer deecided bty the
concept " terminal price minus transport cost," T!u; local
factors of supply and demand have thus become of great

-1mport.ance in the process of pricee-mechaniam. we will see
later, in section IV, that the ollmillers in Thulia, both
large and small, have to face severe competition between
themselves and with traders to get their requirements., The
natural result of such excessive competition is often the
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Table 6,1) : The Cilmiller's Revised Parity Prices
in the Local Markets during 1958+59.
N
Equation : Lm " Kk ¢P Ly = Co
where L, and L, are the local prices
of | oil and eake respectively,
Other constants as in equation I
( See Table 6,11 )
Date Value of
& Market
Lpo
29th November 17.12 Barsi
8 17. Dhulia
195 7.41
28th February 18.08 Barai
18, Dhulia
1959 Al Karad
. Barsi
30th May 1959 gll.gg ol B
Karad
29th Amﬁ 190” Barsi
y Dhulia
1959 19.85 Karad
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temptation, on the part of the oilmillers, to speculate.
It is reported that the oilmillers are no longer purely
processors satisfied with the serviee eosts of processing,;
they now enter the market as toth progcessors as well as
specul ators,

L -
1o £ G ler d Traders
in_the Chulia Harket.

In table 6.2, the percent quantity purchased by the
oilmills ig shown for a period of nine years. There seems to
te a positive linear trend in the oilumills'purchases ( See
chart 15). To examine whether the level of annual prices
in Bomtay ( KQ Vlrioty)7 had any influence on the share of
the oilmills, two partial correlation coefficients are cale
eulﬁted. The .value of Y12,3 the correlation coefficient
between the annual per cent share of all oilmills and the
positive linear trend, holding the influence of Bombay price
eonstant, 710 +0,7240 which is significant at § per cent level,
The 13.2° the e¢orrelation coefficient between the per cent
share of all oiimills and the Bombtay price, holding the effect

7 e have considered the annual prices and annual
purchases tecause the monthly purchases are not availatle for
all the nine years, The latter are available, as already
noted, from 1955-56 onwards.

The prices of KQ variety are selected because thls
variety is nearer the quality traded in the ‘hulla market
than the Beld variety. ( See aleo Chapter 7, page 186 ).



152

[
CHART 15
E'BCENT SHARE OF oiL MILLS Rs. Fey cwt
| IN THE TOTAL MARKETED PRODUCE.
Poreert 3 _ IN DHULIA AND ANNUAL PRICES IN BOMBAY1]5©
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of trend constant, is <0,7210, which 1s also significant at

5 per cent level, The first coeffieient indicates the rising
importance of the oilmills during the last nine years. The
second ¢oefficient indicates that, other things remaining
constant, there is a decrease in the oilmills' share when the
prices are at a high level., This means that during the periode
of high prices, the competition from the traders is so acute
that the oilmillers are required to reduce their share. In
other words, though the local oilmillers are the largest
purchasers in the regulated markets, they cannot hold a
constant share in the total marketed produce, they have to
decrease or increase their share as the competition from the
tradere increases or decreases.,

The accompanying takle 6,14 presents the average share
of the oilmills and the traders in the monthly sales in the
'Dhulia market during the foureyear period tetween 195556
and 1958-59, It is evident from this that the share of the
oilmills increases from Septemter to February. In Feltruary,
atout 91 per cent of the total marketed produce goes to the
oilmills. There is then & slight drop in Farch, btut again
in April, the share reaches the 91 per cent mark. The tiggest
fall in the oilmills' share comes in June, when it stands
around 57 per cent, The rise is again evident-in the next
two months. The rise in the traders' share in the momth of
June is mainly due to the rise in demand of seeds ty the farmers
for the sowing purposes. This again substantiates our earlier
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Jable 6.14 : Average Fer Cent Share of Oilmills and
Traders in the Monthly Sales in Dhulia
during 195556 « 1958-59,

Month Share of Share of

Cil mills Traders
&m@r 79.53 20,47
Cetober 78.00 . 22,00
November 82,29 17.72
December Bhobls 15.56
January 88.14 11.86
February 90,96 9.04
March 88.35 11.65
April 90.75 | 9°25
May 85.22 14.78
June 57.00 43.00
July 81.83 18.17
August 89.12 10.88

Average for all

months §2.10 Ll
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observation that, at times, oilmillers have also to face quite
& serious competition from the traders. The decrease in the
demand bty traders through suceessive months and ite sudden
rise in the month of June are the two phenomena characterise
tically present in all the four years.

Be our nt O 11 Dhuli

We can classify the oilmills in Dhulie in three groups.
The first group consists of three "big" mills ( A, B and C )
each of which purchased, on an average, during the period
tetween 1950-51 and 1958-59, more than 10 per cent of the total
yearly marketed produce, The second group includes two
"medium” mills ( D and E ) whose individual share was more
than § per cent ( btut less than 10 per cent). The remaining
mills are combined in the third group of "small"” mills. Tatle
6.15 represents the share of the mills in these groups.

The tigures in columns 4, 7 and 8 are presented in
chart 15, From these, one can see that the three "big" mills,
on an average, purchase atout 45 per cent of the total marketed
produce, the "medium"” two taking abtout 15 per cent while the
nmaining *small" mills, ( atout seven in number ) buying
atout 18 per cent, The contritution of the "big" mills largely
determines the share of all the oilmills, It is significant
to note, from chart 15, a negative associetion between the
"big" mills' share and the share of the "medium" two or of
the "small™ mills, W“henever, there is an increase in the |

"pig" mills' share, there is consequently an increase in the



Table 6,15

Per Cent thare of Uilmills in the Annual Sales of Groundnut Fode in Dhulias

during 1949-50 =« 195859,

g5y

Year Share of Blg Three mills Share of medium two mills Share of
small mills
A B C Total D B Total Total
(1) (2) (3) (&) (5) (6) (7) (8)
1949-50 Noho N.A, K.A. N.A. R.A, N.A. N.A, N.A,
1950=51 14.89 8.92 15.60  39.41 6.57 10.19 16.76 18.62(6)
195152 17.78  11.48 18.81  48.07 5.67 7.87 13.54 15.70(5)
1952-53 11.87  12.55 9.90  34.32 bels2 10.17 14.59 20.21(5)
195354 21.83  13.68 13.70  49.21 3.28 7.32 10.60 18.46(5)
1954=55 20.61  16.34 15.22  52.17 5.55 8.00 13.55 16.42(5)
195556 15.16  14.93 1474  bh.83 8.81 9.12 17.93 17.69(6)
195657 15.91  12.88 15.03  43.83 6.74 6.60 13.34 21.49(6)
1957-58 16.96 13.54 17.54 48.04 8.82 5.90 14.72 21.79(8)
1958-59 14,77  15.21 12,23 42.21 3.83 8.63 17.46 25.07(8)
:;*:;g'yrs_ 16.64  13.28 14.75  bb.67 6.52 8.20 14.72 18.38

P

®# Figures in brackets indicate the number of oilmills in this group.
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all mills' share, but the "medium" and "small” mills' propore
tionate purchases at the same time, decresse, This tendency
however, is less marked in the yeers following 1955-56. The
shere of the "small" and "medium" mille from this year onwards
is steadily increasing. To some extent, the rise in the
"small®™ mills' share is due to the increase in the number of
these mills. ( See the number of "small" mills given in
trackets in column 8 ).- The incresse in these mills' purchases
is so significant that inepite of a steep fall in the "big"
mille' purchases during 1958-59, the total oilmills' share has
registered a slight rise.

One can, therefore, conclude that the rise in the all
mills' share observed in the eserlier section is largely due
to the increzse in the share of the "medium" and "small" mille
though, of course, there is also visible a slight increasing
trend in the "big" mills' share,

The negative association between the "big" mills' share
and the "medium” and "small®™ mills' share also suggests that
there is very little difference between the behaviour of
"small" ( and "medium" ) oilmillers and that of traders, We
have earlier seen tiat there i: a negative correlation tetween
all mills' share and price level; a similar correlation
coefficient ( = =0.7731, significant at 5 per cent level)
exists between the "big" mills' share &nd price level, This

indicates that the rising prices give rize to a bullish
tendency not only smong traders but also among "emall" and
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"medium” oilmills. Quite a severe competition has, therefore,

to be faced bty the btig mills in these periods, with the result
that their share in the total marketed produce decreases.

Monthly purehases of different oilmills

As is to te expected, the seasonality in the oilmills'
purchases does not differ much from that in the total marketing.
Tatle 6.16, which presents the average seasonality of each of
the "big" and "medium" mills' purchases, together with that
in the marketing during the three-year period btetween 195657
and 1958-598, indicates that during this period, the peak
marketing season was between Cetober and January, and that
the mills under study elsc made their largest purchases
during these four months., Wwhen, however, there were two
months of lergest arrivals ( as in 1956-57) mills B, D and
E made their highest purchases of the year in Getober and
mills A and C made their highest purchases in Uecember.
when the largest marketing was concentrated only in one month.-
( as 1in 1957«58), all the mills had made their highest
purchases in Cctober.

The purchasing policies of different mills is refliected
best in their share in the total oilmills' purchases. The
share of each of the three "tig" mills and that of the two
"medium® mills in the average monthly purchases of all mills
are presented in charts 16 and 17 respectively. Chart 17 aleo
presents the share of the other "small" mills. Among the

8 The year 1955-56 is not considered because purchases in
¢tha manth of September 1955 are not availatle.
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Table 6,16 : Seasonality in Purcha M '
e s 1: o ses Made by Different

{Aver: ge between 195657 and 1958«59)

Month A B c D E Total
sales

September 3.05  2.27 25 2,65 2,62  2.49
'Oetybor 22.51 27.85 23.18 26,87 35.36 27.05
November 15.24 19,66 17.68 17.30 25.12 18,62
December 23.79 22.13 26;29 17.16 21,94 21.33
January 16,30 14.29 14.09 14.12 7.83 12.50

February  6.65 5.09 7.69 6.59  1.93  5.79

March 3,85 2,70 3.81 428 162 371
April 2,89 241 3.07 2,53 75 2.7
May 3,13 2,68 3.59 5.33 1.90 3.38
June 1.48 .88 .36 1.67 .79 1.46
July 36 ) B .72 17 N
August . 75 03 - .80 - 46

Total 100.00 100.00 100.01 100,02 100.01  100.00

| Meggb2211l~ 7.50 8.52 7.98 7.02 9.57 7.70
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"kig" mills, the largest variation in the monthly share is
seen in the purchases of the mill C, It increased its share
from September onwards till February when it purchased stout
26 per cent of the produce going to all the oilmills. Then
it decreased its share rapidly and in July and August it |
ceassed 1ts operations in the market, The share of the mill B
was ccmparatively steady upto June, varying te tween 13 and 21
per cent, but after June it also deereased substantially and
came down to § per ecent, #ill A was the most consistent
purchaser throughout the year, its share moving between 16
and 25 per cent,

As far es the share of the "medium™ mills is concerned,
‘the mill B also, like mill C seemed to ke seasonally operating,
making largest purchases in Uctober and Novembter and then
decreasing its share, 7Till April, the mill D was purchasing,
more or less, a constant share and after April it started
pleying more active role. The share of the other "amall®
mills ( chert 17 ) was, in general, subdued till Jenuery, but
afterwards it also began inereasing, and in July, its highest
mark was reached at 62 per cent level,

From Tatle 6.1/ we have seen that the mont hly share of
all oilmills in Nhulia increased, in general, from (ctoter
onwards., It is also observed atove that, the shares of one
of the "big" mills and one of the “medium®™ mills in the total
oilmills' purchases were seasonal and decreased after the peak
marketing months, while the share of the small oilmills
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increased sharply. Thus, the increasing.share of the oile
mills efter October is mostly due toc the inereasing share of
the small oilmills. This may mean that the competition from
the "big" and "medium" oilmills prevented the "small" oilmills
to make their purehanel'adequataly in the peak marketing
months and consequently they increased their share in the
later months when som