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FOREWORD
Marketing of zgricultural produce is one of the most
crucial aspects of agricultural developmént. The new economic
policy _Qf liberalisatibn has brought this aspect o the
centre stage. The price response Studies have indicated that
the farmers are sensitive to economic incentives and thus the
emerging cbmages will have to be monitored through market
institutions, 1In #his context, analysis of emerging problems
of marketing assumes imporitence, The present study attempts
o look into the emerging probiems of mafketing in the Statsz
of Karnataka, especially for cardamom, The study was under-
taken by Dr, C.S.Gajarajan at the fgro-Economic Research
Centre of ﬂhe Institute. He had fbrmulated the design of the
study and completed the data ccllection. After Dr.Gajarajan
retired from the services of the Institute, Dr. R.S.Deshpande
-undertook the analysis of the data collected and completed

the study., He was assisted by Sari Rajiv Dogra in the work,

The study begins with the review of selected studies
on problems of marketing znd endeavours to highlight those
which are crucigl for' the State of Karnataka, This is
followed by thé analysis of the secondary data at district
level in order to look into the problems of marketing both
at organisational and infrastructural levels, The primary

data are analysed to understand the micro level trends as

(1)
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well as the reSponseS of theifarmers: " The attempt here.is t&
locate the problems of marketing at micro level. The study
concludes with SOmé éuggestions for'imﬁroving agricultural
marketing efficiency in the State., I hope the study would

be ﬁseful for administrators as well as researchers working

in the subject &area.

Gokhale Institute of .. D. C. Wadhwa -
Politics and Economics, ' b Director
(Deemed to be a University), :

Pune- 41100&

Decambef 1993
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CHAPTER T

INTRODUCTION

1.1 Introduction:

The niew economic:policy hes Placed forth quite_ajfew
interesting issues for the agriculture; sector. These can be
grouved into four brosd groups. Firstly, the GATT proposals
are likely to put the sector under pPressure in terms of'con-'
tinuastion of the technological advanoes on the 51m11er llnes.
It would become necessaryzggost the efforts of locally gene-
rated technologies to reduce the ultimgte coqt. Secondly, with
the strong export promotion drive the cropplng pattern is 11kely
to shift towards the Crops 3s well as varletles w1th good |
export potentisl. This is likely to affect the development of
home market. Thirdly, the policies are directed more towards
the farmers with sizable marketable surplus snd therefore the
credit, land and infrastructure would largely oeoefit this
group alone, in the absence of corrective steps. Lastly, it
would slso become necessary to develop the product as well as
factor morkets in agrlcultural sector 1n order to meet the
emerging.- ¢hallenges« The role of market thus emerges as a
very strong component as expected in the m;d-seventles (NCA,
1976) . |

The growth of populstion, iooreéeed incomes and'increas-
.*ing demand from the non—farm sector, would make it oeoessary
to increase the efficiency of agricul tural marketlng system.

The marketing system should be able to meet the challenge of



moving adequate quantities-of food at minimum cost and stimulate
production for the market and expansion of processing activities
with strong backwsrd linkage (Varadsrajan, 1989). 'Therefore,'
it becomes inperative to'analyse the existing bottlenecks and
emerging problems in the system.

1.2 Market Channels'and Market Structure

Agrlcultural markeflng system begins from village shandy
to a fully grown regulated market and commodity marketing
Iboards. Over the 1ast four and half‘decades, large number of
_1nst1tut10ns have developed over the country to serve 2s a
link between producers and consumers.: These 1nst1tut10ns vary
across reglons, crops, products and processes. Varadrajan
descrlbed six market 51tuat10ns currentlv in practlce in Indis
(Varadarajan, 1989) . _ |

i) The first category includes small farmers, vegetable
gardeners, f1shermen, small dalry men ‘and’ poultry keepers which
'1nclude all the small sellers. These are malnly producers and
they do not trade in large quant1t1es. There is a 15rge part
of thlS group which sp901alizes only in buylng and selling,
w1th 3 mot1ve to make qulck cash to meet their daily’ requlre-

ments.

11) The weekly markets, held at v1llages, towns, cities,

=)

cater to a 1arger group of consumers. The largest spread
among these is that of the v111age shandles. Both producers
as well as 1ntermedlar1es operate in these markets. For a

long time the non-producer 1ntermed1ar1es have been dominating



thetﬁarketifranSaCtions in village and small towﬁ_shaﬁ@ies.
‘These intermediaries could getfa pr9fit;margin'from 50;£o 100'“
pef”é?ﬁi which is often higher than the‘produceys._ We?kly f
villsge morkets thus’ serve as the first hénd'economic.linkv
between producer and'cohsumer..- '

'11i) The wholessle markets, situsted in 1arge towns serve
as s stfong link' between viliage and the,gconqmy. Therg are
speciéiizéd”wholésale.markets and these operate through open
énd/dr.éldsed-euctidns. There is a strong group of commission
agents who work between the producers and merchaﬁts as a link.
The_seasonal character of the crops and their.arriQal hea;iij
influences the price. These,markets_alsd.have a common practice
of'pxtending advance to the producer srd exerting‘a ﬁie between
‘Producer and buyer:- Most often this practice is exploited by
the wholesale merchents to thnir'advanfage. | | ’

; iv) A betfer-derlvatlve of the above market 51tuation “is
*He Ymandi bazar' ‘where, traders buy dlrpctly from the producnrs
and a2t times even from the f;elds of the farmnrq. This is.
qulte common®in the market of hortlcultural products. A:véry
common practice here, is to buy the entlre crpp in advahce'
.;,(ﬁefore maturing) and collect the produce frém'ihe.%arh_gaﬁé;
Even under ‘these arrangements, a tié-up between trader and
producer through credit mérket‘is’quito-comﬁoﬁ. |

v) The markets controlled by Naticonal 6f State Boafds for
.spebific commodities like tea, coffee, cashew, pepper, grapés,

cardgmom, etc., is 2 component of direct intervention by the
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Governmcnt in tnP marxetlng system. ‘the producars sell thelr
product to the Board pt/ pre.detcrmlned price besnd on the
guality of the produce. The boerd extends technical sprvices
to the farmers, regulate prlces, buy products and arrange to
qe11 the product in domestic or internationsl marketsa Most of
the hlgh value addpd products are covnrsd undar this system.
vi} The* 31xth markct situation involves co-operntlves of
the producers for marketlrg their products. These operate
sur;ctly on the co-operative principles ‘and are governed by the

co—operatlve leglslatlons.

1.3 Governmpnt Interventions in Marketlgg

An important obiective of the‘food marketing aud price
policy since Independence has been to strsugthen the marketing
organizations in order to reduce the role of. middlemen, wastage
and provide better incentives to the producers in order to
. expand., production aznd sugment surnluses. Assuring fair price
to the producers,was always bgpind these policy initigtives.
The foodgrains trade was‘traditionally handled by private
arencies and thus 1arger margins were svailable to the tradprs.
Prior to 196465, even the role of co-operatlves in fhe flPld
of marketing was llmlted Over a pnrlod of time, Govnrnment of
India has enacted different leglslations for 1mprovivz the
marketing efficiency for agricultural produce. Most 1mpor“ant
of these are: o | _‘. .
_;i).Agriculsurai:Prdduce {Grading and Marketing!

Act, 1937, R
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ii) Prevention .of Food Adulteretion Acﬁ, i95hi
iii) Essential Commodities Act, 1958, -
iv) Trade and Merchandise Act, 1958,
v) Moanolies and Restrietive Trade Practices
Act, 1969,
vi) Sténdards of Weights and Measures Act,1986,
vii) Buresu of Indian Standsrds Act; 1986;

viii) Consumers Protection Act, 1986.

A significant step among the Government interventionsg in
foodgrains marketing, was the establishment of Food Corporation-
of Indis (FCI) in 1965 following the recommendations of‘Jha'
Committee. FCI wss entrusted with the functions of procurement,
storage, transportstion and ssle of foodgrsins. Some of the
important achievements highlighted -by Kunhiramsn (1990) are -
(1) FCI's turnover during 1986-87 was Rs. 10,939 crores, .

(ii) FCI handled L4.15 million tonnes of commoditiés during
1985-86, {iii) It has 6,800 purchase centres all over the
country, {iv) It procured 10.54 million tonnes of whest during
1986-87 with the help of ‘State agencies, (v) The Corporation
handled the procurement and—diStribution of levy sugar, FCI's
functioning and the metﬁods of their inﬁervenﬁions in the market
have helped in enhancing the efficiency of mafketing) FCIftakés
appropriste steps-in order to meet the supply gaps during leszn

~ period..

~ The ususl markét“chépnels‘through'ﬁhe regulsted and



wholesale markets, cover the major marketing operations. Co=-
operative-marketing gocieties have also been quite common in
the States of Msharesshtrs and Gujsrat. :The co-operstives
opergte st broducers as well as the traders level. Some of
these,are¢specialiZed commodity co-operatives dealing with the
specific groups such as coffee, tes, arecsnut, cardamom, cashew-
nut, grapes, etc. These co-operatives take care of producers
interest'including providing proper technical-édviee, inputs
and even advances for the production expenditure. Primaory
morketlng co-operatlves work 2t the primsry level and these
are federated both at the State and the Natlonal levels. In
some of the States, there is another step below the State level
federation located at the dlstrlct. o
By the end of June 1987 as many as 3 15 lakh co-operative
societies were functlonlng in the cantry. These served a |
- membersh1n of sbout 150 million and held working capltal of
about Rs. L5, OOO crores. The co-operatlve markptlng structure
works under the support of the Goverrment co-operatlve depart-‘
ment and functlons accordlng to the Co-operat1ve 5001e+ies Act.
-Over thp years, the co-operative 1aw is strpncfhened to help A
the producers end membors to function effectlvely. ‘
These efforts foeether could reduce some of the in-
-edecu301es 1n the marketlng structure end streamlined the
' functlonlng of these organizations. But even NOW NUMErous
problems persist in the orgsnization of marketing. The current

that the
llterature in the subject suggestséfoodgra1n nollcy emphasized



the production aspects and did not pay adecuate attention to
market ing .

1.4 A Brief Review of lLitersture

At the farm hsusshoid-level,seversl studies have dealt
with the qﬁé'st'ibn o.f aeﬁsrminants of marketable and masrketed
' surplus for various crops, regions and grosps of ferms. Four
majior determinsnts emerging out of these studies are:(i):farm
size, {ii) size of production, (iii) family size and (iv) non-
farm income. At the macro-level, considersble theoretical and
" empirical wofk‘focussed mainly on the relationship between
relative prices and quantum of‘marketabie‘surplus (Subbarso,
“1991?.':At aggreéate country level, the question of size of
farm and'markétabis:sufplus rel ationship was attempted smong
‘others by Dharam Norain (1961) and Patnaik (1975). A direct
relotionship was noticed_by Patnaik between the size of holding
and marketé& sufplus whereas; DharamANarain concluded with a
rJt shappd curve. Thoﬁgh} th;re_afenot many macro-level
studi es dpaling with the questisns abm&t harketpd/msrkstable
?surplus, there is enough evidence from the widely spread micro
studies to help venerallzatlons. High 1neouallty in the.
dlstrlbution of marketed surplus across dlfferent size classes
ahd the differentisl market access (in the presence of middle-
men) cause 3 skewed dlstr1bution of benefi*s esp°01elly agalnsﬁ
'the net’ purch351ng farm households (Subbarao, 1991). On this
" ‘background the study by Nadkarnl (1980) analysed further

1nterest1ng issues. It beglns wlth the hyvpothesis that the



market structure snd responses sre strictly the functions of
regional and/or crop economies. The important sspect emerging
out of this study'is,thaththe aVailabilitY of marketable surplus
to the urban sector ;s hardly a sufficient condition fdr economic
deyelopment; The vast market dependence of the rursl sector
around a narrow base of marketable surplus is an important |
dimension;of the problem..It_is'further argued that agricul-
_tural development itself, can be arrested by what is called 3s
marketable surplus trap and thls cannot be posed simply as an
issue between urban and rural sectors 1n & Very nsrrow sense,

iﬂ Broadly, one can separate three distinct approaches in the
llterature on marketable and marketed surprlus. The first
approach deals w1th internal dynamics of marketed, marketable

surplus and relat1ng thls w1th development. The quest1on_of
'pcommerc1allzat10n 1s also llnked mnth this 1ssue. The second,
approach brlngs 1n the 1ssue of agrarlan structure within which
the economy operates. The 1ssues involved are the marketed and
marketable surplus across 51ze classes of holding, tenants vis-
:a—vis owner-cultlvators end the impllcat1ons of these. .The
thlrd approach, deals w1th the determlnants of marketed and
marketable surplus. Mostly, one or more of the above apprOaches
form the theme of the research works.

A good reV1ew of the 1ssues 1nvolved in the litersture

can be found 1n Nadkarnl (1980) We summari ze here a few p01nts

from th1s rev1ew wh1ch are relevant for the purpose of this

study.
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“ i) In the process of increasing commercialization,
“more ‘and more people are forced'to depend on the
market. Thus, the procpss‘of;cpmmercialization

influences the product as well ss factor market
and these are tuned byv the gensral agrarian
structure.

ii)-The sbove perspective finds its place in only
‘a few studies. Mostly, the litersture is flooded '
" with the marketable surplus:ﬂnption and role |

of prices. The debate is far from being con-
clusive, because of the role of differentiation
of peasantry. The specification of orice had
oc¢cupied the:eentral stage fp? guite’ some time.

.ii) Price specification and differentisted market

access are the two internally involved issues.

" The price responsiveness can e1s0 be interpreted
'as a weighted regponse, with differentisted
access being the weightg, .g#pther problem in
price specification is the dd@ingnce of distress

" sale. - Among the smsll énd marginai’férmers the.
process of distress sale’is quite common, |

i&)’Usually a neat distinction isiqade between the

"crop substitution function an&\thé aggregate5 :
supply function, msny studies: have neglected

- this. Such treastment would result in diffi..

culties for intervreting the elasticities in
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price response sfudles. But on the msutput
elastlclty of marke*able ‘surplus the elasti-
cltles 1ndlcate more than.proportlonete
response to output.
| #l'Access to market and cost. of merketing have
rece:vpd relatively less attentlon in the
literature, Moreover, the concept of market
écceés relstes only to the distance between
“ﬁarket to the village (site of 'production),
AprbutAin fact 'access' has a lasrgeér connotation.:
The role of intermediaries thus assumes grea£e£
importance. C S ;
vi) Market depenaénceris'énfimpoftaht aspect of the;=
| étudy of market behaviour in agriculture. The
market a;péndence taken alﬁng with the public
" intervention in msrketing clearly brings out
‘the role of different groups in shaping the

| A market.

Another 1mportant ospect of the studies on merketing of 51
agricul+ural products, 1s’the distinct behsviour of market forcns
across groups of commod1t1es.. We may brosdly group these into
three categories: (i) foodgrsins, (ii) commercial crops of
auiékly perishable nature, (iii) commercisl crops with longer
stack 1ife. PFurther, these can be subdivided into two sub-
groups, namely, (i) commodities for home msrket ond (ii) those

with export potentlal. Each of these groups woald have 2
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diffnrént markét bphéviouf in terms of price anrd cutbut-PIESﬂi—
01tles, 51ze-=urp1us rnlatlonshlp, markpt 3CCPSS, market 1nte—
gratlon and such other 1ssues. Therefore, the studies on
marketlng must be crop spe01f1c or for a homogenocus group- of .

Crops.

1.5 Marketing of Agricultural Commodities in Karnstaka

“Karnataka State -has the peculisrity of a highly diversi-
fied cropping battern stsrtiﬁg from the high value export |
oriénﬁéd Spices to the totally horie market oriented Finger”
millet énd'Jowar. The ﬁosﬁ dominant institutional,arrangemenﬁs
2re special commodity bogrds, marketing co-operstives end
regulated markets. Commodity boards and corporations are the
the producer's organizations with Government-éontrol in most of
their functioning. These are under the control of the State in all
their fuhbtioning.' These are under the control of Minlstry of
Commerce, Government of India. These boards usually cover
plantation crops like Coffee, Tea, Cardamom, Splces, etc. _
Among the other commercisl crops cot;on and tobacco are aiso ';“g
controlled by commodity boards. The functioning of the board
involves vrocuring, marketing, price-fixation, exports, dis-
semination of technicai'khowahow snd other such suppoft to the
producers. “ ~ |

The second importapt channel of marketing in Kérnataka,
is the regulated msrkets. During 1987-38, 361 regulsted.markets
were operating in Karnataks handling more thsn Rs. 1633.33 |

crores worth of agricultural”cémmodit;es. More than 50 agri-



12

. culturgl commodities including fruits, vegetables, livestock,
fisheries and forest products have been notified for regulstion.
Among the. mgjor commodities traded, foodgrains' and oilseeds are
the dominant groups. The incressing importsnce of the regulated

markets can be easily noted from the ever incressing share of

Table 1.1: Trends in Marketing in Karnataka

S, Items . . 1977~ 78 .. 19¢7_88

No. - ' Fu FG 0s

1. Totsl Procduction - 666.10 71.00 564.10 150,20
(lakh qu1ntals)

2. Marketable Surplis 233.1L 60.35 197.4k 127.67

(lakh quintals)

3. Arrivals in Regulated _ : .
Markets (lakh qulntals) 53 .66 25.l2 135f65 L3 .95

”&.'Arrlvals as % of '
~ . Production .. Lo 8406 36,40 24,05 29,28

5. Arrivgls -as % of - o , -
Marketing Surplus 23.02 41.63 68.71  3L4.L5

———————...——J———-—__——---—_-——--————-

Source:Ravi, P.C., Chengappa, P.Ge and R.V. Ramegowda (1993) .
Ncter FG - Fdodérains 08 -~:0il:-Seeds

market arrivaels in the total marketsble surplus. The markets

for foodg:alns and commerC1al crops sre falrly competitive a8
comnared tongrlshable crops (Chengappa et al, 1988 Ravi 2nd
Nuralldhoran, 1987, and Sujatha et al, 1989). There is smple
evidence that 1ntermed1ar1es in perlshable crops received
returns far 1n excess of thelr role in providing time and space
ut111t1es.__ ‘ |

Almost all wholesale markets as well as commodities have -

been brought under the purview of the market1ng regulations,



13

.still a large number oflrural markets remain outside the fold
‘of these. 'Thgse'markets lack in proper infrastructure and are
ﬁostly dominated by middlemeg especially in Northern Karnataska.
The non—regulaééd village markets trade mostly in foodgrains
and vegetables., Commercial crops find their rightful position
in the regulated market structure.

The studies iﬁ mprketing of sgricultural products indicste
cuite & few interesting igsues. Firstly, it is observed that
the markets are strongl& segmented across commodities and
7 théfeforp each commodity msrket has its,0wn‘specific problems.,
Generaliy, grain merket s have been more or less regulsted éxcept
for distress sale in some inferior comrodities and in specified
regions. Secondly, the price integraﬁiqn aﬁd;ghe price spread
across groups also ceusés differential roturns'among different
groussréf producers. Tﬁird importgpt issue is the market
access snd market functibning ascross different groups. The
priéé eiaéticity of theif:ﬂarketed surplus, output elssticities,
timing Bf mafkéfing aré_someﬂﬁf the important aspects‘which,,
assuﬁed great importénce. Fburthly, there have been rapid
changes in Karnataka S crop combinastions in rpcent past. The
agrlcultural economy is shlftlng more towerds commercisl crops
and the need for marketlng 1nfrastructure would 1ncfease in
this sector, It is therefore noc°ssarv to undersrand changing
trends in the crops and POSSlble rcqulrements of infrastructure.
Lastly, the new economic pollcy has opened up new issues

to
relating/the export poten isl of the commercial crops. The
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market channels for these have been largely fixed through the
commodity boards but the issue of market sccess to the producers
(especially weaker producers) and their price responsiveness
would decide the further scope for such cropss These issués
are of micro nature though their asnswers would influence the
‘ovprall marketing structure. .In the present study we intend
uto,takeﬁfor analysis some of. these issues.,

1.6 Objectives snd Methodoloey

Keeping in vipﬁ the common guidelines prepsred at the
_AERC»common meetiné we have set forth the follbwing objectivgs{
i) To study the msrket sturcuture snd its
functioning both st State level snd micro
~ level.,
i1).To identify the emerging problems of
marketing both nt[éE:tp level ahd micro
level for the selected commodity.,
jii) To mske projéctions of production, demand
‘snd avsilability of market centres for
8ll crops scross different régions of the
State. .
-iv).Tohstudy“the'presentfmarketing‘arrange—
ments available for the selected commodity
and its related problems,
v) To examine the farmers' reactions towsrds

various aspects including processing,

storage, pricing,etc.



‘Karnstaka is one of the major producers of Cardsmom. The
“officers of Government of Karnafaka,iMarketing Department
suggested us to take up this oroblem for study in the Stote,
when we ?pproeched'them for opinion to select crop and region
for AERC's caption study.

Accordirgly, cardsmom was selected for the survey st the
farmers' level to understasnd their problems in regsrd to pro-
duction, processing snd merketing at the producerfs end.

Tn Karnstaka, the districts of Kodagu efid Chikmagalur being
the two largest producing districts in terms of acresge under
cardamom and ousntity produced, the se were selected for survey.
Following the common guidelines, one block each, namely, Mercara
block in Kodeguand Mudigere in Chikmagalur were selected.

The branch office of Spices Board located st these two
Places supplied the list of cardsmom growers and from these
lists, villages with heavy concentration of csrdamom asrea were
selected., All the growers were listed according to the srea
under cardamom =nd with probsbility provortionsl to area, using
random sampling we have selected 50 farmers from each of the
two taluks/blocks. Thus in all 100 farmers were selected for
the survey.

1.7 Design of the Study

_ The present study is spread over four chapters. The intro-
ductory chapter deals with the problems of marketing snd includ-
ed 3 survey of literature in order to bring out issues for the

study. Following this, the second chspter covers the crop



16

_.economy of Karnataks, pfojecfions of outpuf and the cardamom.
economy ‘of thé State. The tﬁird Ehapter méinly utilizes the
primary.data to anaiyéé'the 6bjpcti#es set fortﬁ. The last
chapter summarizes the findihés‘of the stqdy. The present study
" has s limitation of unavailability of some of the data on some

irdicetorse.



CHAPTIR I

- mepwmem

2,1 Introduction :

The analysis of agricultural developmeﬁt rocess in
India, after the advent of the new technology, indicates
three broad groups in the inter~State performance, The first |
group of States, includes Punjab, Haryana and Tamilnadu. This
group~&id not face any. constraint in the adoption of the new
. techno;ogy. The second group is at the other extreme, vhere-
we find the institutional and other constraints are qQuite
dominating and it is still difficult for these regiéns
(States} to reach the higher level of rates of growth. Bihar,
West Bengal, Assam and Madhya Pradesh come under this group.,
The third group consists of the regions (States) which could
overcome the prevailing constraints and despite the odds,
‘recorded respectable performmance in a relative sence,
Karnataka comes under the third group. The growth rates in
the agricultural sector of Karnataka are above the average
level of the country. In fact, the State has quite a_large
area under drought-prone category. Apart from this the

proportion of area under irrigation is also quite low in the

State., Therefore, on this background the perforwmance of the

tate'in relative terms is quite commendable,

1n this chapter we intend to look into four speci-

fic aspects ¢

17
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1) To énalysé thé“péffofméﬁce of the crOp'eéonomy of
Karnataka State,

2) To obtain projections of agriculfufal production,
demand, Marketed surplus and match with thé availability of
- marketing infrastru;turg. | |

3) To sﬁudy the_perforﬁigce of +the selécted.crOp namely :
Cardamom at country .and at/State level,

4} To synthesise the role of markefing of cardamom as

revealed from the secondary sources,

our attempt here, is mainly to trace the trends in
the related aspects from the secondary data. The focus of
the analysis however, -is towards bringing out the problems of

marketing in the agricultural . économy of the State,

2,2 Agrlcultural Sector of ! Karnataka s

Agrlcultural sector in Karnataka is gradually
undergo;ng a change towards higher commer01allzat10n. In the
pre-green revolution period, the growth rates in the agricul-
tural econony of.the State, were one of the lowest in the
country. But the picture changed Substantlally and
surprisingly, this change was not confined to well eﬁdowed
‘régions alone, Karnataka has been one of the few States in
India to recognise the importanée of agriculturally lagging
regions and the crop pattern in these regions was tuned. to
adjust for the deficiencies due to low productivity. The
best examples of this can be the districts of Kolar, Dakshin
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Kannada, Utter Kannada, Chikmagalur, Hassan and Kodagu,
These districts recorded immressive development as sPecialised

crop economies,

The main features of the agricultural economy of
Karnataka discussed in the Perspective Flan of Karnataka -

2001 (Govt., of Karnataka, 1938), are as follows s

1) Karnataka State has recorded impressive growth rates
in the post-green revolution period, but in the eightees |
there seems 1o be a phase of stagnation, Its development
experience can be characterised a3 a case of arrested

development with 2 great potential in certain sectors,

2) Over the last three and half decades the State has
undergone a structural change., The share of agriculture in
the State income is declining, which reflects a structural
shift away from agriculture. It is also indicative of the
increased insulation of the overall economy Iromn the shocks
of agricultural sector. The leaning towards a commercial
crop oriented pattern has increased the pressure on processing

indus try.

3) The State has recorded a growth of 3,71 per cent
per anaum in the State Domestic Product-at constant prices
during ©60-61 to 1985~86, The per capita income at
constant prices,during this phase, increased at a rate of 1.3

per cent per annum. The growth perfonnanée of the
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agricultural sector as reflected from.the Sectoral State
Domestic Product is not as impressive as the aggregate

1
performance of the econoay.

4) The growth in production and productivity across

' cropé showed mixed results, Maize, wheat, sugarcane, bajra and
tur have recorded impressive growth rates, The coverage of
area under high yielding varieties by 1984-35 was only about
24 per cent where, only about 13 per cent of area was
irrigated. Thus, theloontribution of rainfed'agriculture to

the overall growth is quite clear.

5) The projeoted demand for foodgrains in the State by
2001 is placed at 10 62 million tonnes consisting of 9,37
nllllon tonnes of cereals and 1, 25 million tonnes of pulses,
The growth rates in product1v1ty also conform to the growth
scenario of productlon of principal crops. Maize, wheat,
JON&P, baara and cotton have reoorded impressive rates of
growth _ Groundnut in partlcular and oilseeds in general have

shown & d:z.smal ner'for'mance.

Given the above trends in the overall performance
of the agricultural sector, we note six interesting observa-
tions. Firstly; the State has a strong oonstraiht on
increasing area under 1rr1gcted agrloulture mainly llmlted
by the ultlmate potential, Thus, the maaor thrust of the

crop econony has to be on the ralnfed cropplng. But among
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rainfed crops the choice has to be directed more towards the

high Jensity crops. Rainfed horticultural crops offer a very

good alternative,  Secondly, the regional diversifies in the

- cropping pattern also indicated a possibility of regional

crop specialisations, In fact, this is already taking place

in the State but the supporting infrastructure has to be

properly tuned,towafds this task, Thirdly, new crops as

well as new varieties of crops are entering the picture.

It is interesting to note that in Soﬁe of the pockets these

new entrant crops have created substantial income avenues,
Fourthly, as pointed out in the background papers of the

Sizhth Five year plan of'Karnataka esss ' Therefore, the first
step in formulation of the overall strategy iS eess to decide cbout
certain core sectors like economic infrastructure pr&gram-me

on which plans- should concentrate® (Background papers for
Zighth Plan, ISEC and Govt, of Karnataka, 1989). Thus the
creation of proper infrastructure beéﬁmes one of the most
important aspects, Fifthly, in the last decade the growth of

the crop economy has stagnated, giving rise to many )
Speculations for the reasons behind such stagnatioﬁ. One of

the important aspects among these, is the price responsive-

ness of the crops., It is well understood thaf some of the
cfops did not show very encouraging price trends, possibly
due to the inadequacies in the market structure. Lastly,
there are marked dif ferences in the infrastructural

developuent across the regions. Some regions are lagging
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behind eveh from the'days of the State reorganisation, Apart
from this, there is a subStantial mismatch between the
reGuirements andvthé availability. 'Further, the pressure on
infrasturcture is increasing over years and can put tremendous

strain on the economy causing stagnation in the price trends,

2.3 Projections of Crop Qutput

The projections of crop output and its importance in
a perspective plan needs no emphasis, It is not only import—:
ant for fixing the priorities in fthe sectoral plan,but also '
because Of its-strong forward and backward linkage. Further,
the futuré expectations of crop output helps in planning of
quantum as well as deployment of infrastructural Egc%}ties.
There are three main camponents of any'anglysis of;E;mand
' projections namely population, income and technology. Thus
future demand can be established on the basis of these three
components namely i.; minimum nutritional needs, ii. per capita
availability as well as consumption trends in the past and
iii. consumer demand patterns. Karnataka's perspective plan

report for 2001 used four approaches for demand projections,

The first approach involved using the population
projections aldne under the hypothesis that this is the singlé
most important factor exerting pressure on the production T
trends, Therefore, production trends have stayed more or
less in the neighbourhood of population trends. The

second. approach is a normative approach, where minimum
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nutritional nofhslére prescribed. These norms are then used:
to indicete the normative requirements in aggregate., The
third approach is a welfare oriented approach, Here, the
theme involved s to shift the income classes upwards in
terms of real income, After identifying the income class at
the poverty line, the other two groups are named as 'just
above the poverty line'! and 'well above the poverty liner?,
Thus the policy task involves shifting of this !ladder!
upwards by enhahcing the consumption level of the lowest
class, This gradual shift would echieve minimum dietary
requirements for all the classes when the t'ladder! reaches.
the 'poverty line' as the lowest step, The fourth approach
is based on using Engel curves with income (expenditure asia
proxy here) as an expi-natory variable of conéumption. All
-the approaches are discussed in detail in R,S.Deshpande(1933).
The projections obtained by individual approaches are giveh
in Appendix tables 2.1 to 2.4, 4 consolidated picture is
presented here in table 2.1. -

It can be seén that the demand for foodgrain will
range between 7.47 million tonnes t 13.76 million tonnes,
The range is high in the case of ragi, bajre, wheat and sugar,
In the other commodities, the range is relatively narrow.
For certain commodities we had obtained only the point |

estimates and therefore ranges- could not be presented,

The demand projections only give one side of the
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Table 2,1 : Projected Demand For 2001 . 4.D, } Most
' " Probable Estimates of All the Approaches

(In million tommes)

1. Rice 2,83 = 5.36 b,36
2, Ragi 0.53 -~ 2,33 1473
3. Jowar 1,43 -~ 3,67 2.73
4, Bajara 0.06 - 0,43 0.25
5. Maize 0.05 -~ 0.56 ' 0.8
6. - wheat 0.33 -~ 1.71 0.30
7. Total Cereals 6.32 - 12,35 : '9.37
8. ‘Tur o - - - | 0.33 :
9. Gram o - - 0.08
10. Total Fulses 0.73" "% 1,805 - 1,25
11, *“Total Foodgrains - -7.47 - 13.76  10.62
12. Groundriut - s PR SRRVERY . 0.58
13. Cils & Fats 0.21° . = 0,69 C 0.46
14, Sugar and equivalent 0,23 .~ 2,70 : 1.09
15. Milk | 7 - 3.98 3.06
16, Other cereals | |

" ‘'and substitutes ©0.11 = 0.19 0.15
17. Vegetables - - - - 1. 64

Notes ¢ (i) Ranges are not given for those items for
' which only one estimate is available.
(ii) The point estimaté indicated here is the mean of
the different estimates.
(111) The projections above are for the medJum
fertility with migration,
Sources : Karnataka Ferspective Plan 2001, Govt, of Karnataka
(1988), and R.S.Deshpande (1988).
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picture whereas, "the supply scenario shows the actual
potential of the agricultural sector. Unlike tﬁe multiplicity
of the procedures and estimates in the analysis of demand
projections, exercises relating to Supply are éelatively
simple, Broadly, two approaches are followed in the projec-
tion studies of supply of agricultural .commodities, The first
approach involved capturing the area response of crops to
price and non—pfice factors and then after analysing the
trends in these, various scenario of supply projections are
preparad, Second approach dealt with the prior rates of
growth and the trends in these as detefmining factors for
preparing various supply projections. Second approach, dealt
with the prior rates of growth and the trends in the inputs.
The correcting factors of technology and the level of'
achievable targets were also incorporated, The results

are presentea in table 2.2.

Three estimates of supply are presented here, It
may. be observed that in some of the crops the productivity
levels are already high and possibility of any technological
improvements above that in the next decade are remote,
therefore we have presented two estinmates for these crops,

A consolidated picture of both supply dnd demand scenario is
presented in table 2.3, It may be obsefved that the State
is likely to be a surp}ﬁsState'thbugh at moderate level as
far as foodgrains as é-groupr-is concerned, But for rice,

Jowar and total pulses it ﬁay have. to depend.on dfher
neighbouring States,



26

Table 2.2 : Supply Projections of Agricultural Commodities:

W @'~ O W O W N

T O
W NN e O

14

.

2001 AD

Crep e e

' Estimate
fice Ll', 10
Ragi 2.21
Total Jowar 2.93
Bajra 0.43
Maize 0.70
Wheat 0.3k

Total Cereals 11,04

Gram - 0.1
Tur ‘ 0. 31
Totél Fulses ' 0.99

Total Foodgrains12,02

Groundnut 1.17
Cotton - 1.69
Sugarcane 23,37

(In million tonnes)

Rl T S B . L R

Estimate B Zstimate C
3.36 5.20

2,40 3.00

1,73 2,31

0.61 0.72

1.35 1,47 (3.0)@
0.55 0 .71 |
10. 29 14,82

0.25 0.37

0.33 0.45

1.10 ' 1,43
12.71(11.39)®  15.65 (16.30)°
0.77 0.33

0.17 0.27 .
21.06 22,40 (27.6)9

Notes; (i) @ s The levels of productivity at base are too
high for these crops and hence a deceleration
is assumed, The figures in brackets indicate
the ecoputed output. '

(ii) =stimate A - refers to an assumed rate of growth
of 3.5 per cent per annum as the most probable
growth rate for all crops.,

Zstimate B and C 3 The projections based on
differential growth rates across crops based on
productivity trends, B-refers to moderate growth
Scenerio and C - refers to High growth Scenario
(See Appendix 2,5 and 2.6)
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Table 2.3 : Projected Demand and Supply of Foodgrains._:

2001 A.D.

(In million tonnes)
gr: - —C;o;s _________ T "supply §c'én§;'i'o —————
No. Demand Differential Growth rate of

owth rates 3. 5%
%&oderate)
1 Rice 4,36 3,36 4,10
2 Ragi 1.7% 2,40 2, 21
3 Total Jowar 2.73 1.78 2,98
4 Bajara 0.25 0.61 0.43
5 Maize. 0.29 1.35 0.70
6 Wheat 0.30 0.55 0.3
? Total Cereals 9.37 .29 11.04
8 Gram 0.03 0.25 0.11
‘9 Tur 0.38 0.33 0.31
10 Total Fulses 1.25 1.10 0.99
11 Total foodgrains 10,62 1,39 12.02
12 Groundnut 0.53 0.77 1.17
13 Cotton - 0,17 1.69

-
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Source g 45 in Tables 2,1 and 2,2,
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Cur demand and supply projections are not only useful
in arriving at the self sufficiency status of the State in
foodgrain economy but also pelps in projecting the marke ting
' infrastfudtuﬁe.' Aséuming that the projected production
would be in the range of 11,20 to 12,02 million tonnes of
foodgrains, we have computed the required number of markets
per district, The variables involved here are : .i. total
prbjected produofion;of foodgrains, ii., share of marketed
surplus as observed from.market.arrivals earlier and iii. the
growth rates across districts.in the crop economy {fdodgrains
'as a proxy). The . results of the exercise are presented in
table 2,4, The table shows two different scenario for number
of markets required, keeping in view the above three
variables, The exercise is tentative in nature and thus can
at best be treated as trend indicator rather than the actual

position,

The requirement of marketing infrastructure is much

higher than what is existing. About a hundred new markets

.would be needed in the State in order to serve the increasing
- supply of comﬁoditieS. Totally, about 500 markets are
needed of which 397 are already éxisting and therefore, there
is a shortfall of about 100 markets., But in the inter-
district picture, the shortfall is sharper for Bangalore
(rural), Dharwad, .Belgaur, Raichur and Uttar Kannada districts.
It is however, essential to underline again the fact that

this exercise is tentative and it is necessary to go up to



29

taluka level tofanalyse the adequacy of marketing infrastructure
as well as take into consideration the specialised nature

of some of the markets,

Table 2,4 Projected Market Infrastructure based on Food-
greains Qutput Projections.

-————m—-n—ﬂ-‘_nmnm—nmm——-———m—-ﬂ—ﬂ

Sr. District Number of Projected Number of Markets
No, Existing Scenario
Mark ets I 11 ITI
1 Bangalore 1 1 2 2
2 Bangalore (Rural) 7 14 11 11
3 Belgzaum Lo 55 . 60 52
4 Bellary 18 17 27 21
5 Bidar 14 16 21 B i
6 Bijapur 29 25 43 32
7 Chikmagalur 8 5 12 9
8 Chitradurga 21 40 31 31
9 D. Kannada 6 13 9 9
10 Dharwad 53 67 79 66
11 Gulbarga 27 25 40 31
12 Hassan 17 15 25 20
13 Xodagu 4 , 6 6 5
14 Kolar 16 18 24 19
15 Mendya 10 15 15 13
16 Mysore 19 23 28 25
17 Raichur 28 35 L2 35
18 Shimoga 21 23 31 25
19  Tumkur 30 39 45 33
20 U. Kannada 28 48 42 39
21 State Total 397 509 593 500

- W e mm AE me wm rm e uw mm Wm e rw W e we rA ER em MW TR EM B wm am MR oaw 7 R

Notes : I. Based on per market turn over and projected
o supply .

TT. Based on the carrying capacity of the markets
and projected supply.

III. Average scenario of the two,



2.4 Importance of Spices in Karnataka

Spices are quité important crop groups in the
economny of the State., Areawise, this crop group covers a,
very swall share but the importance of the crop group in the
' aggrégate economy is well recognised. Among the vafious
spices cardamom.is taken for the present analysis. as dis-
cussed in the first chkepter, Arecanut is another important
crop along with cardamum. Karnataka is the largest producer
of arecanut in the country and third in the case of cardamom
among the States, It has the second largest share of areq
under cardamom., In the counfry, five States grow arecanut and"
cardamom in substantial capacity. These are Karnataka, Keralé;
Tamilnadu, Sikkim and West Bengal., Initially, the total .
mrodiction was dominated by the group of Southern 3tates but if
West Bengel and Sikkim are taking lead in the recent past. |
Before 19&1-82, Kerala had approximately 63.1 per cent area §1
under the crop followed by Karnataka and Tamilnadu. In the
recent past, it can be noted that Sikkim had only 13 per cent -
of area but contributed 40 per cent to the production (see
table 2.5). Graph 2.1 presents the movement in index numbers .
of area productlon and yield of cardamom in the country.
It can be observed that 1932-83 marks a break in the trends
of cardamom. The growth rates were steady till 1931-32 and

picked up only from 1932-33,
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Table 2.5 i Average area, Froduction and Productivity of

TTTTTRTT Cardamom in Selected Cardamom Growing States

R Emam R em FE S e sm g AR SR AR AR ew W DE AT ew - ww emm wm aEm R Ve g em s ot e w e

Sr. State e W iVETAgE .. Percent Change
No. irea Froduction Product1v1ty Lrea Produutlon

1 Kernataka 27 1.5 - 58 ~2.2 = 2,3

2 Xerala 60 2.9 49 3.3 0.9

3 Tamilnadu 6 0.6 92 =14,1 -13.5

4 Sixkim 21 3.9 137 0.9 4,2

5 West Bengal 1.8 0.7 375 33.1 45,2

& 41l India 116.1 9.6 152 1.1 3.4

e vEm  rE mm ew AE R AR S ER am o me me el W TR WE mm SM SR SN AR SE TR am EE Em ER ew W

.wotes ¢ 1. Area in thousand hectares, Prdduction in thousand
tomnes and productivity in kgs. per hectare
2. ALverages are based on the data from 1936-37 to
1938~89.
J. Percentage change refers to the -+ end points of
the period. o

Table 2.6 : Average area, Production and Productivity of
Arecanut in Selected irecanut growing States

- em em am Fm A ay Er am == e . wm v - s WY am Te BER oE MmO AR s Mmoo mE o - e e

Sr. | e Average Percent Changes
No, State irea Production Productivity 4Aréa Production

1 Assam 59 66 1.13 3.83 33.68

2 Karnataka 61 a9 1,46 0,32  -0.25

3 Kerala 56 51 0.90  37.04 35,33

4 Cther States 20 23 1411 1.13 3.19.

5 A11 India 196 228 1.16 10,69 16,51

R ew o MM PR mis Rm M e P TEN MU B AE MM S we mm B MR S PR W WE mm ws e e e e e

iotes ¢ 1, Area in thousand hectares, Production in thous-
and tonnes and productivity in tonnes per
hectare,
2, Averages are based on the data from 19%6-37 to
1983~89,
3, Percent change refers to the end points of the
period.
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Graph 2.2 shows the movement in the inde# numsers of
area, production and productivity of arecanut in the country.
It is not very surprising that the index numbers of |
productivity have more or less stagnated at the same level,
There is a slight improvement in the trends of productivity
from 1985-36, But all along the period, growth in production
came through area improvement rather than through productivify

Among the major growing States for cardambm and

' which
‘arecanut, Karnataka is one of the _ two States/have largest
area share. But due to the low productivity of cardamom, it'f
does not retain the top rank in £he comparison acros;?gkates

in production of cardamom. In the case of arecanut however, |

it recorded highest production among the States in the recent'

¥
13

past (Table 2,6), But the productivity as well as productioﬁ%
of arecanut and cardamom do not show very Steady and . -
encouraging long term trends in Karnataka. 1In fact, it is
disturbing to observe the stagnation in arecanut production
as well as productivity in the State till recently. This
~seems to be a statistical problem, rather than a real
stasnation in the crop economy. In other words, the method

of data collection in the case of productivity of arecaaut

needs substantial revision, The trends in the area,
production and productivity of cardamom at State level are

shown in Graph 2, 3.

Interestingly; cardamom and arecanut are concentrated
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Graph No, 2.2
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‘only in a few districts of the State. The najor cardamom
growing districts are - Uttar Kannada, Dakshin Kannada, Kodagu,
Chikamagalur and hassan. 4&mong these,Kodagu, Chikmagalur

and Hassan are the prominent districts growing cardamom., The
trends in area production and productivity of cardamom in
these districts are shown in Graph 2.4. It can be seen that
the area is almost same in Uttar Kannada and Hassan in the
last decade,but Kodagu and Dakshin Kannada are showing declin-
ing trends in area., The area trends are clearly reflected in
production because the productivity levels have been slmost
constant in the decade. In Kodagu, the yield per hectare of
cardaaom for every year in the decade 1931-¢1 is reported as
63 kgs. per hectare*, The same is true for Hassan
Chikmagalur, Dakshin Kannada and Uttar Kannada, Therefore,
the stagnation in yield seems tobe more a statistical pro blem

than real,

Unlike cardamom, arecanut plantations are common site
even in 'Maidan' region of the State, though it is largely
concentrated in 'Malnad' and 'Coastal?! regions., Tumkur,

NPT 1 o R ard

Mysore, Kolar, Chitradurga and Bangalore districts alsoc have
sizable area under arecanut apart from the Uttar Kannada,

Dakshin Kannada, Chikamagalur, Kodagu and Hassan districts.

P T TS o R £ R AN R LA [V ey B

*  Data obtained from Fully Revised Estimates of 4rea,
Froduction and Average Yield for various years published
by Directorate of EZconomics and Statistics, Government
of Karnataka, Bangalore,
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The trends in area, production and productivity of the crop
in these districts have shown complete stagnation till 1933-89
end a sudden spurt after that, The reasons are more
statistical than economic., Therefore, the complementary as
well as competing nature of arecanut with cardanum elludes

any serious analysis. The districtwise treands in area,
production and productivity of arecanut are shown in Graph

2.5.

2,5

Problems of Marketing in Karnataka

«nalysis with Special Reference to Cardamom,

2,5.1 ¢ Asricultuwral Marketing Adiinistration :

Agricultural marketing structure 'in Kernataka is a two
pronged integrated verticel administrative organisation,
The regulated markets and agr'icu-ltural produce marketing
commi.ttees forming the lowest rung in the s tructure. The
Department of Agricultural Marketing (DaM) governs the
entire implementation of marketing activities in the State,
This is controlled by a Director (B\I) and supported by an
Ldditional Director of Marketing (&DM)., There are four
important cells under the .M and "AlM. The first one deals
with all the matters relating éstablislment. This cell has
& Research Officer to look into the analytical marketing
problems. Entire statistical data is maintained here by

the Statistician, There are other three cells namely
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«uditor, Enforcemenf and Engineering to supvort the adminis-

tration of the Marketing activities,

The implementation of Xarnataka State marketing act
at division level is controlled by Jo;nt Directors of
Marketing (JDM) at each division, There are four such divisions
in Kernataka n'.mely '~ Bangalore, Mysore, Belgaum and Gulbearga.
These cover fiwe, six, four aad four districts each as shown
in the administrative chart (Figure 2.1). There are 120
sgricultural Produce Marketing Comnittees (ALFMC) warking under
these four divisions. It is interesting to observe the
clustering of these in Belgaum division followed by Bangalore,
The Departument of Marketing however, does not participate
in direct marketing activities and mostly supports the

implementation of the State policies,

The Karnataka State Marketing Board (KSMB) which is
an elected body takes care of the development aspects of
Marketing (Figure 2,2), This hes 13 elected members and 3
members are nominated., 4 Managing Director from the State
Ldministration looks after the entire administrative respon-
sibilities, The Karnataka State Marketing Board also has at
its lowest supporting end Z4gricultural Produce Marketing
Commnittees., The research, training, grading, technology
fransfer, infrastructural strengthening, finance for essential
activities (like fencing, water, godown, weigh bridges etc.})

and other promotional activities are taken up under the XKSM3.
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Thus the market activities are directly supported by KSMB,
In other words, the market developmental éctivities are
governed by KSMB whereas, its implementation is with the D,
The integrated approach of the two on inany issues is always
‘questioned, It was voiced by uany of the officials from
both the sides thét a horizqntal integration of these two
wings would help to strengthen the structure. Th@s,it seems
essential that the structure be integrated to govern all the
activities either in the same éet up or thbo&gh a co~ordinating
committee;  Another important aspect among the structural f
problems is that the apex level officiers are not Specifically£
trained in Marketing or Market Orgaaisations, Thus,it is ;

difficult for . them to appraise the grass root problems.

Cardamom does not get included in the marketing
stfucture above, The spices Board of Government of India dealé
with Cardamnom markéting. But, the only possible influence of
KsM3 . . or DM on cardamom marketing,is the creation of
"harketing culture' in the region. Looking into this 5pecific;_
aspectyone can easily note the low density of marketing
infrastructure in coastal Karnataka and this leads to .
inhibitions‘relating the market access for farmers. Many
farmers prefer to sell their agriculturél produce in the
‘village itself through middlemen rather than getting into

a process of marketing chain,
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2.5.2 Marketing and_ Export of Cardemom :

Cerdamom marXeting is governed by the Spices Board of
the Government of India. According to the Spices Board ict
of 1535, 52 spices come under the purview of its activities,
Of these 52, eleven spices are treated as important for export-n
and from anong these cardamom development and marketing is
one of the major activities of the board. In fact, among the
three statutory committees, one committee specifically deals
with tResearch and Development of Cardamom'!. The formulation
and implementation of the project covers small and large
cardanoms separately. .Jmong the various schemes for cardamom
development taken up by the board the important are
i. Departmental Nursery Scheme, ii. Certified Nursery Scheme,
iii, Scheae for Polyﬁag Nurseries, iv, Cardamom Replanting
Scheme, v, Scheme for Integrated Development and Marketing of
Karnataka Cardamom under Western Ghat Development Programme
for small and.marginal growers in Karnataka State, vi, Seed
farms, vii., Cardamom Development Programme for Tribals,

viii, ﬁxtenéion ;dvisary Scheme and ix, Construction of
Curing houses. Several activities are teken under these
schemes, The Board also concentrates on the agronomic,rsoil
treatmenf, plant pathology and other technical aspects of

cardamoin,

Marketing department of the spices board is engaged

in identifying market segments based on product, consumer
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needs, competitor's effectiveness and regional spread,
Cardamom Licensing and Marketing Rules (1987), were
introduced with a view to streamline the system of marketing
in general and bringing about éontrol over auctioneers,
dealers and exporters. .&mong other market promotion functions
the 3pices Board issues four types of licences/cert;ficates
namely 3§ (i) Cardamom Dealer Licence, (ii) Cardamom ductioneer
Licence, {iii) Certificate of Registration as Exporter and
(iv) Registratibn—cum-ﬂembership‘Certificates to sxporters,
The market intelligence officers have been posted in various
important‘marketing centres to collect information and process
it periodically. The licensed auctioneers conduct weekly
auctions during the harvesting seasons in the production
trécts/ asseinbly centréé on particular days as approved by
the Board and as per the conditibhs/directions issued. 1In
Karnataka,cardgmom auctions are conducted at Sirsi, Madikeri,
Sakleshpur Siddapur, Kaasur, and Yadalli., It is easy to
- infer from the ébove that the fixation ol Specific day for a
auction and licensing of auctioneers would restribt the access
of small growers to the market. Tnis would finally result in
,increésed leverage for middlemen in the process of marketing.
Export performance of spices during 1991-92 has been
outstandiﬁé in terms of both guantity and value. The export
earning through SPices is about Rs. 362 crores during 1991-92

for more than 130 thousand metric tonnes of spices exported,
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There are wide fluctuations in the production and
exparts of cardamom. The fluctuations in the cardamom exports
and that of total spices were alr st on similar lines till
1934-35. But after that there was a clear break in the
export of total spices and the shere of cardamom in the export
of total spices started declining {see Graph 2.6). 1In the
first decade (19656-67 to 1976-77), the exports were alwost
constant and picked up to reach a peak during 1973-79. Further,
the exports declined till 1933-84 and with the lone exception '
of 1934~35 the trend is not very encouraging. Does this
indicate that thg_Spices Board could notlinfluence the export
scenarid?0§ the board could avert a further deterioration?

The answer to the question would require analysis of inter-
national marketing trends especially of those countries which
compete with Indien cardamom in the world market..

2.6 S.l};:ﬂfﬂ%f :

hLgricultural performance-of the crop economy of
Karnataka State is always above éverage in the cross-Sfate
perspective, The projected total demand for'foodgréins in
the State by 2001 is placed at 10.62 million tonnes'consisting
of 9.37 million tonnes of cereals and 1.25 miliion tonnes of
pulses, It would not be difficult to achieve this 1in terms
of cereals but for pulses the State is likely tb face wider
gép between demeand and supply. Keeping in view the supply .

and demand projections the requirement of marketing
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infrastructure is projected. This follows three approaches
namely 3 (i) Based on per market turnover end projected supply
of commodities at district level, (ii) Based on the carrying
capacity of imarkets and projected supply,??fii) Average
scenario of the two keeping in view the feasibility conditions
of the districts. It was noted that the marketing'infrastruc~
ture needs to be substantially stepped up. The exercise

indicates immediate attention towards Bangalore (rural),

Dharwad, Rajichur, Belgaum and Uttar Xannada listricts.

Spices form quite an important sector in the crop
economy of the State. But these are region specific,
Zspecially, castal region and the transition zone alone,
contribute a large share of the spices output of the State,
In the all India scenario, however, Karnataka is not the
largest producer of the spices., The production growth in the
two major crops (arecanut and cardamoa) has been quite dismal
in the State. In fact, the productivity has remained same
over the last decade (1930-31 to 1990-91) for both the crowvs.
wilte possibly, the behaviour is due to the methodology. of
collection of statistics, rather tham the real stagnancy.
Zven the afea figures collected by Directorate of Economics
cnd 3tatistics and those from Spices 3oard have large diverg-
ences, For the year 1990-91 the area under small cardamom
reported by Spices 3oard is 3i,605 hectares as against
25,905 recorded by the State Directorate of Economics and

Statistics,
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Marketing adininistration in Karnataka invqlves two -
Separate segnents as in cher Stétes;‘ The Depértﬁent of
«gricultural Marketing end the State agricultural Marketing
Doard, The first one is vesfed with the responsibility of
implementation of Karnataka 3tate agricultural Marketing ict
whereas, the second organization deals with the developmental
activities in marketing sector. Major issue in the'analyais
of the problems of organization was the horizontal integration .
of the two bodies, especially in the light of elected
representatives on the Marketing Board and bureaucratic set
up of the Department of Marketing., Further, the grading,
training, infrastructure development and the related functions

of the Marketing Board are at low key in the coastal regions,

Léfge proportion of cardamqm production is exported
thfough‘the Spices Board, The Board has thrree important
statutory committces, of which Research and Development
Committee for Cerdamom %andles important functions relating
the crop. Hpﬁever, the export trends of the past ten years
do not indicate significant growth for cardamom. It is.
rather a éfagnated frend in cardamom production buf likely to
bé picked up in the near future. The marketing procedure of
the soard relating the auétioneers licensing and fixing days
for auctions, indirectly gives scope for the small agents fo
purchase and store cardamom which'iélsold at proper time, This

in turn, may reduce the returns to the farmers.
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Teble 41 ¢ Projections Based on Trends in Per Capite’
Froduction of Foodgrains

(Froduction in million tonnes)

- am Ey Em mm me my S W %W MR W ER AN SR el W e s G MR W EE SR mm s Ne A we  mm mm

A UL . GO FTE W TS STV A i Y P TV S P S S D ST S PR i S s ks Har e e P W

A B C
1991-92 I - 7.72 8.30 8.33
II 7.69 . 8.76 3.29
1995--96 I 8, e 9.68 9.16
2000-01 I 9.32 10.60 10.05
Ir . 9.09 10.33 9.79

= mm  em s rm Mm AW awm e e oy A e mm e A Em I WY mE SR R e Em YW M Wy == sm e

Notes ¢ 1) 4, B, C indicate (&) with per capita .production
of 193L4-85 as base; (B) average of 1960~61 to
1984~35 as base; and (C) average of the last
five years as base,

2) I - Medium fertility with migration
IT -« Low fertility with migration.

Source : Karnataka Perspective Flan - 2001 {1933).
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Table .p,2 3 Demand Frojections Based on the average Intake
of Different Foodstuf s (NIN;* |

(In million tonnes)

oo R Sm TREOTA R B e MM MR mm rm e MR ek ma MM wrm S MY e ME e em e mm e ew = v

Sr. Medium Fertility Low Fertility
No. I¥em with Migration with Migration
) 4996 2001 1996 2001
1. Rice 5.41 5.86 5.33 5.71
2. wheat 1.58 1.71 1.56 1.67
3. Eajra 0.40  0.43 0.39 0.42
4, Jowar . 1.32 1.43 1.30 1,40 |
5. xegi | 0.5k 0.58 0.53  0.57
6. Maize 0.27 0.28 0.26 0.23
7. Total Cereals 9.52 10.29 9.37  10.05
8. Pulses 0.67 0.73 0.566 0.71
9. Total Foodgrains 10.19 11.0é 10.03 10.76
10. Eeafy Vegetables 0.24 | 0.26 0.23 0.25
11, Milk 1.60 1,74 1.53 1.59
12 0il 0.19 0.21 0.19 0. 21
13, Sugar 0.21 0.23 0.21 C.22
Notes 31) . Separate-figures for Rural and Urban Areas not given.

2) #Source: Nutrition News, National Institute of Jutrition,
Nutrltlon, Vol.7, No.2, March 1986,
Hyderabad (WIN..

3, Based on average intazkes of foodstuffs for the
pﬂrlod 1975~1930.

Sources : 1) Karnataka Perspective Plan-~ 2001 (1938)
2} R.3. Deshpande {(1988).



Table Ln..3 : Demand Projections'of Foodgrains - 2001 3 Fopulation /ssumption-I
- . : : . (In million tonnes s)
2 - 1 £ 20 £ T URB R T T T m ot =s

Below ™ " " T Bove T ToFal” T BeloW T T Tibove T T Total "t
Ttem Poverty Line querty e e Poverty Line querty ----- o
LT g~~~ Line N B TR g~ Line A B
1. Rice 2,02 2.64 1.02 3.06 3.66 1.31 1,43 0.81 2,12 2.24
2. Wheat 0.18 0,24 0.09 0.27 0.33 0.32 0.39 0.22 0.54 0.61
3. Jowar 1.832 1.61 0.62 2.4 2,23 0,29 0.18 0.10 0.39 0.28
4, Bajra . 0.03. 0.07 0.03 0.06 0.10 0,002 - . =~ 0,002 -
5. Maize - 0.04 0.02  0.006 0.046 0.026 0,005 - -  0.005 -~
6. Small Millets0.06 0,10  0.04  0.10 0.1 - 0,005 0.003 0.003 0.003
7fhﬂagi 1.27 1.27W' 0.49 1.76 1.76 _0.21 0.01 '0.007 0.217 0.017
8; Total Cxeals 5.42 5.94 2.29  7.71 3.23 2.14 2.16 - 1.22 3.36  3.38

9. Gram - 0.03 0,04 0,02 .05 0,06 0.02 0,03 0.02 0.04 0.05

10. Careal _
- Substitutes 0.04 0.03 0.01 . 0.05 0.04 0.001 0.001 neg. 0.001 0,001

11. Total |
Foodgrains 5.49 6.00 2,32  7.31 8,32 2,16 2.19  1.24 3,40 3,83

- e oy TR PR T ap am MR SR SE O ER MR S LR SR EE WS MR EE AE FE ER TR AN WS SE e W oy WE mE g YA WR  rm we TR mm R o o

Notes 3 4 ~ Demand for foodgrains for the population below poverty line to provide

TR them diet of those who are tjust above poverty linef, .

B - Demand for foodgrains for the population belaw poverty line to prOV1de
them diet of thos: who ave 'well above poverty line!',

Sources; 1 Karnataka FPerspective Plan - 2001 (1983),
2) R.S3.Deshvande (1933).
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Eéblﬁnf .ﬂ;; Demend Frojections of Foodgrains - 2001 3 Population assumption-II
. (In million tonnes)

[ — - e - mm e - ww wm uw wm < - . . T T B T ) - e em e W = cw M e "w e = e -y - e - e =

— o RURL e . UJRBadl o
Below wbove Total ™ """ Below 77 ibove T Tmotal
Item Poverty Line Poverty Poverty Line Poverty
""""""""" Line TTemsSToeTs mmmmmeToTTTT Line ST e mem—
FrY B £4 . B d‘ B b B
1. Rice 1,96 2.56 1.00 2,96 3.56 1,28 1.40 0.79 2.07 2.19
2, Wheat 0.18 0.23 0.09 0.27 0.3%32 0.31. 0,33 0.21 0.52 0.59
3, Jowar 1,77 1.56 0.61 2.38 2.17 0.29 0,17 0,10 0.39 0.27
4, Bajra 0.03 0,06 0.03 0.06 0.09 0.001 =~ - 0.001 =~
5. Maize 0,04 0.0% 0.006 Q.046 0.016 C.O04 - - 0.004 -
6. Sma'l Millets 0.06 0,10  0.04  0.10 0.14 -  0.005 0.003 0.003 0.003
7. lagi 1,24 1,24 o.48 1,72 1,72 0.20 0.01 0.007 0.207 0.017
8. Total Cereals 5.27 5.77 2,25 - 7,52 3,02 2,09 2.1 1.19 3,23 '3,%
9.  Gram 0.03 0.04 0.02 0.05 0.06 0.02 0.03 0.02 0,04 0.05
10.Cereal ' _ '
Substitutes 0,04 0.03 0.01 0.05 0.04 0.001 0.001 neg. 0.001 0.002
11. Total,

Foodgrains 5.34 5.3k 2,27 7.61 0.04 2.11 2.14 1.2 3,32 3,34

-ﬂ"—-ﬂn—-"-0--.-.—---—"---I‘q-—--nn--“-.“_—m_mﬂ-—-

Notes : & ~ Demand for foodgrains for the population below poverty line to provide
than diet of those who are 'just above poverty line!, 3

B - Demand for foodgrains for the population below poverty line tc provide
them diet of those who are 'well above poverty line'. :

Sources; 1) Karnataka Ferspective Flan - 2001 (1983).
2, R.S,Deshpande f1988). :

9
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Table &n.p 3 Frojected Levels of Pr:ductivity and Froductions

2001 &.D.
Sr, Lverage Proggcted level Projected level
No. Produc~ of productivity of production
Crops tivity with . in million
of 5 yrs. ' tonnes with

Znding Moderste high ~ Moderate High -
1933~84 Growth - Growth Growth Growth

Kg/ha Rates  Rates Rates  QRates

1. -Rice 2036 76 3374  3.36 5. 20
2. agi - 1203 1376 2354 2,40 ° 3,00
3. Total Jowar 840 1310 1702 1.78 2,31
4, Bajra 416 759 G503  0.61 0.72
5. Maize | 2683 4563  13298%% 1,35 1,47
. (3.0)

&5, Wheat : 625 1256 1633  0.55 0.71
7. Total Cereals 1126 © 1756 2530 10:29 14,32
8. Gram K 465 £08 394 0,25 2,37
S. Tur- 506 739 1080 0.33 0.45
10, Total Fulses 3% 599 305 1.10 1,48
11. Total Foodgrains  $70 1651 - 2034 12,71 15,65
: | _ » (11,39)@ (16.30)
12, Sroundaut 738 S8 943 0,77  0.83
13. Cotton 118 . 153 270  0.17 0.27
14, Sugarcane® 79 ol 123%% 21,05 22,40
| (27.5)

Notess 1; # In tomnes per -hectare,

o “# This level of productivity is too high and in
the case of these crops the growth rates may
decelerate, The actual projected figures are
shown in the brackets,

2) Base year for projection is 1933-34,
3) @ Total of cereals and pulses

Sources 1 4is in ?able Ayt

AW Y N 13
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Table i,,6 : Supply Projections at Different Levels of
Growth Rates for 2001 «,D.

(In miliion *onnes)

- SR T s EE WM R TR s M WR M WS A FR s WA dm eb w4 ed e ke B M BN ew Mm

Sr. Lvarage oaSsumned rates of growth
No, Crops Productionl ——precev—oemcs—c—e——e——e——————
1930-81 to 3% 3.5% L.0%  4,5%
1934--35
1. Rice 2.29 3.78 - 4,10 4,46 4.63
2. QRagi 1.23 2,03 2.21 240 2,49
3, .Total Jowar 1.66 2,74 2,98 3,23 3,36
4, Bajmara 0,24 0.40 0.43 0.47 0.49
5. Maize 0.39 0.64 0.70 0.76 0.79
6. Wheat 0.19 0.31 0.34 0,37 0.38
7. Total Cereals 6.15 10,16  11.04 11.98 12,43
8. WGramn 0.06 0.10 J 0.11 0.12 0.13
9. Tur 0.17  .0.28 - 0.31 0.35 0.34
10. Total Fulses - 0.55 0.91 0.99 1.07 1.1
11, . ToEl Foodgrains 6.70 11,07 12,02 13,05 13.55
12. Groundnut 0.65 1.07 1.17 1.27 1,31
13, Cotton 0.94 1.55 .69 1.83 1,50
14, Sugarcane . 13,30 21.98 23.37 25.91 26.39

Sources; &S in Teble hy.h4.



CHAPTER III
PROBLEMS OF MAiREETING ;% MICRO-LEVEL ANALYSIS

3.1 Introduction

The problems of marketing sre 2lways cropAéﬁa region
specific:‘ In Karnataka, the”Malnad region'is'én agriculturslly
prosperous region and presents a picturé:df'commerciel crop!
dominant economy; The export‘potential of the crops of this
region is very high and provides good opportunity for growth,
Lgrgply; the ecénomy is dominated by plantetion crops {coffee,
tea, spices,. arecanut, éoconut, etc.), followéd by paddy, suger-
éane and rsgi. Sizable proportion of the ares in this region
comes under forests. The assured climstic conditions, fertile
hill slopes,and groundwater availsbility have helped the asgri-
cultural economy. The undulsting hill slopes and large area
under plantations depict the rich agrarisn traditions of Malnad
region. But 31l this co-exists with large number of small snd
marginal farmers, who face guite 2 few.pfoblems in menaging
their crop economy. These problems can be grouped into five
proad categories. |

Firstly, the Malnsd region has a number of plantation
estates snd thus, the size of ownership holdlng starts from
less than a hpcfare to a few-hundred hectarns. This level of
1n9quall ty gets reflacfpd in +he farmprs asccess to rﬂsources..
_Therpfore, it is not surprlslng tha* this'land of plenty' also
shows patches of deprived clusters. Secondly, the maJor trend

in the economy of this region is their dependence on commercial

€5
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crops Qﬁd éspécially. éviéeé ﬁnﬁ -‘_ Plantations, Thus,
a large numb~r of smsll holders work as labourers in planpation
Thirdly, most of the economic forces are controlled by the
plontation owners and'therefbre,.the market for agricultural
products is dominatéd by them., There are statutorj commodity
boards functiohihg as o buffer between the final-consumer and
the pfoducérs but thése are also controlled to a lafge extent
' by the large owners. Fourthly, the quantum of préduction on
the lands of these medium to marginai farmers is 56 émall that
they cannot even combine as a group. This shows their wesk
bargazining wapr vis-a-vis tﬁeif‘Strongnr coun+erp;rts. Lastly
the pattern of development of tho 1nfrastructure is quch that
;'these cruc1al groups always remgined away from the gains in the
true sense. | | .
Given ﬁhis brief béckground, we have spread.our analysis
of micro level dats over the following objectives:
| i) To analyse the crop economy of thn fermers
~ from the studv.orea in order to undnrstand
their market deoendence.
ii) To study thPlr me rketlng behaV1our, and
“ﬂgalns out of the crop ©CONomy Aacross
dlfferent groups of 1and holding.
iii) To study the marketed surplus funct1on and
'1dpnt1fy the cruc1al determinants.
iv) To ‘Understand the marketlng nrocess through

-dlfferent channpls of markptlng and their

relative efficiencv.
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v) To identify 2nd enlist the problems of

merketing st micro-=level,

3.2 Crop_Eéonomy

-As mentioned esrlier, Chikmagalur and Kodagu aré:the core
Malnad districts 3hd hence, the crop economy is dominated bj
Plantztion crops. It can be seen from Tabla 3.1 that about 73
per cent of land owned in Kodggu is undpr‘plahtatioh'crops.
This'share is 6L per cent.in'Chikmegalur. The average sigze of
holdiﬁg is almost séme in both the districts but Chikmagslur
szmple éhowed‘slightly hicher pverage size nf holding in the
' sbove 1.0l hectare! category. Kodagu has undulating terrain
rd this keeps the size of land limited. Irrigation facilities
:Te also limited in the district and hence, it is not surprising
th at fhe samolp depicts proportlon of irrigated land just above
1 per cent. The proportion of irrigsted srea is about & per cent
in Chikmag31Urrand the largest size class of hdlding having about
10 per épnt land under irfigatioh. The climstic conditions of
these ﬁwb districts are such that<£h9re is héfdly any need for
de#élonmpht of irrigstion. This has slso genersted s cropplng
pattern wuth plantatlon crops as a base. -Paddy is an integral
part of the cropping pattern and it 1s the main food crop of
the reglon. " But it is not ‘paddyy which takes uhe largest share
of arna, ¢ ardamom and coffee are thp crops domlnatlng the
cropplng pattern of these two regions. In Mslnad region,
therefore, the entire agricultural economy revolves around the

plantastion crops. Only four crops share the total Gross Cropped

Arez.
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The productivity levels of the three crops sre presented
in Table 3,2. The difference in productivity of pzddy and
cardsmom across aistfiéﬁs.is not subétential. But the producti-
vity of coffee differg widely ascross size ciass#s!;nd districts,
The size-productivity relastionship for coffee is direct whereas,
for the other two crops,it is of mixed type. Among the Kodagu
farmers the slze—prduct1V1ty rnlatlopthp is of 1nvorted g
shape and for the other three cases,lt is 5 'U shabnd curve,
Thus, the access to resources as well as the type of technology
dbes not seem to be largely differpnt across glze classés..

The cost.of prqauction for these three importaﬁt crops is

shoWn in Tables 3.3, 3.4 and 3.5. The tables give cost of culti-

vatlon for the main CTOPS, namely, paddy, cardsmom and coffee

»

for Ghlkmagalur and Kodagu dlqtrlcts of Malnad region. These are

pr0V1ded on a- comparable b351s across size classes of holding
and the districts. The cost of production of paddy in'Kodagu
diétrict ranges between ﬁsj 93) and Rs. 2467, bearing an inverse
" relstionship with size ofyﬁoiding. ‘The laree farmers (with
holdingsrabove L.01l hectares) spend.” , lower amount per hectare
on paddy cultivation. In the Chikmagalur district, tﬁe average
:Acost of~prodhction per hectare is slightly higher than Kodagu,
" but the farm households with size of holding below 4.0l hectare,
spend slightly hlgher than their counterpart in Kodagu. The
‘highes% expenditure is 1ncurred on farm yard msnures followed
by fertlllzers, seeds and hired labour.

- The cost of cultlvatlon of cardamom is hlgher than that

of paddy in Kodagu. But in Chikmagalursthe seme is higher for
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s1. . . | Kodagu L Chikmagalur _
No. Items ' , Upto 2.01 to Above a1l Upto  2.01 to 4dbove  4l1l
-2 ha., 4 ha, 4.01 ha g ha. 4 ha, 4,01
———_—--——-—---——u-n—-—-——u————————— ——————— hal--——-
1. Average Size of Holding 1.55, 3,40  7.82  5.64 -1.61 3.23 11.556 5,64

(in hectares)

2. Proportion of Rainfeé ‘ E
drea 40.00  26.47 25.02 25,97 61.38 46,46 19.42 £8.07

3. Proportion of Irricated ¢ . : ?]_~ f v
Ares 0.00 0.98 ,- 1.59 11.4Q - 2,76 0.88 -10.00 7 . 80
4, Proportion of Garden ; SR '.. o : | o
land* - | ., 60.00 72.85  73.39 72,60 82.86 52.66 70.58 64.13
| ' - ,
5. Proportion of Area under ] ‘
a) Paddy 40,00 26.46  24.40  27.62 58,62 47.35 21,35. 29,34

b) Mulbe- : T
rry = = - - - 2,76 1.33° - 0,50

¢) Carda- . L : :
mom : 48,58 64.60_ 69.16 63,45 37.24 38,94 24.04 27.78

8) Coffee 11,42  3.92 1.44 S 9.23  1.38 \12.3é;; 54.61 . 42.38

Note : * Not included in 2 and 3 sbove.

69
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Table 3,2 : Productivity Per Hectare of Crops

Paddy Cardamom Coffee
. ,  (Im L2 (In (In
_’ Qntls/ha) Kgs/ha) ;f KFs/ha)
(A) Kodagu | -
Upto 2. 0Q ha | 25,71 27.94 :?38,,,
2.01 to 4.00 ha 24,72 46.30 . 563
Above”4.01 ha : . 25.25 ,° 386.63 ; fags'“ :
mr " Tssizs 3e.ee 75
(B) Chikmagalur k _ ;
Upto 2.00 ba | 21.82 36,85 ' 750
2.01 to 4.00 ha 33,95 ‘. 44,06 ' 139 |
tove.4.01 ha 28,94 35.00 1458 |
w . Twmme e o im



Table 3.3 : Cbst_of Production of Paddy

(In Bs per hectare)

e o '. _ . . _Xodagu . .. . . S Chikmagalur
31, Items . Upto  2.01 to  4dbove — AI1 Upto 2,01 to  4bove - &ALT
. No, . 2 ha. 4.00 ha. 4.01 ha, - 2 ba. 4.00 ha, 4.01 ha,

1, Seeds’ 206.25 310.65 | 84.51 ' 127.19 162.65 118,46 64,98 - 98.85
2, 'CQmplex, Mix, 461.79  326.39 "166.65 ' 212.04 275.58 317.07 146.62 217,15
3. .Farm Yard Manure 1205.36 1231.48 488.20 .652.73 841,18 1065.42 950.45  957.73
. A

4, Plant Protection

Chemicals 86.96 93,06 . 56,57 64,28 44,71 43.69  28.49 « 35.75
5. Oun Labour - 55.71 . 21,76  27.87  20.10 . 31.94 .15.83 14,05 . 12.69 .
‘6. . Hired Labour 321.61 '.70.08 ' 53.05. 76.11 . 47.00 59,02 113.38 . 32,08 33
*7. Bullock Charges  139.29 ' 77.78 57;75_ 66.94 58,85 aélss '8.11 24,03
.. Other Charges - - = .« ~ oo . . - . 0.00 _ -oO. 93 9.01 5,07
d. Total Cost . - 2466.96 7g1é1.26 934,60 1228.39 1455,41 1654.50 1225.09  1383.35



Table Qﬁg : Cost of.Producfion of Cardamom

# .(In Re. per hectare)
- -.- ----------- ) Koéagu- T --- STt -Cljlil_{m;gglar -------
'S1.  Item o Upto  5.0T to  ibove T[T~ Upto 2,01 t5 4bove AT
No. - S " 2 ha, 4,00 ha.' 4.01 ha: - 2.ha., 4.00 ha 4,01 ha.
1, Seeds : . 912,50 -1947.18 - 398,56 . 686,77 414.33 246,95 144,47 204.93
2, . Fertilizers | . £32.85 - 277.64 . 232,97 . 242,91 128.24 114,63 209.94 177,77
SOr T - | (87.96) (103.35) (57.58) (71.78)
8, "Farm Yard Manure - 705.88 - 661.97 - 674,50 . 680.51 268.52 135,67 176,23 180.59
4, Plant Protection.. | e . . : , : |
Chemicals 96.47 45,77 ° 17.70 23,01 42,13  43.29 - 74.59  63.22
5. Own Labour | " 62.06 11,94 5.24 = 8.74 53.33 93,60 11.48  20.04 .
e, e ‘ ] . N
6. Hired Labowr . . 19,41 50,53  17.78  23.59  76,20° ' 44.88 51.48  53.57
7. Other Charges-- N T N i~ 22,22 13.41 90,78 64,35
"7 8.7 Tofal Cost (Rs.)  ~  1958.67 2995.03 -1346.75- 1665.53 1004.99 - 622.43 .758.97  764.47

_--—————-_-———u——u—u---uq-——-——-———————-—-—-—-————u—-———---—

Note: Figures in bracket indicate complex mix whereas (hose above are for total
fertilisers ursed.




Table 3.5 : Cost of Production of Coffee

o TR M e m oam m E oW m m Em m om e m o w W e e o W ew w e e e o ome we - TR o m H E wm S W s e e e S e am

Kodagu Chikmagalunr
Sl. Item - UpYS 2.01 t0  RDove ~ AT Upto 2.0l to Above iT1
No. 2 ha, 4.00 ha 4.,Cl ha. 2 ha, 4,00 ha. 4.01
. ha, _
1. Seeds 62,50 187,50 281.25 260,42  175.00  41.67  53.08  53.03
2. Fertilizers 812,60 1875,00 344.23 610.83 587,50 395,83 - 719.50 705,98
- o | (587.50) (187,.50) (682.88) (662,54)
3. Parm Yard Manure - 625.00 - 396.63 385,42 750.00 791.67 249,12 272,73
4, Plant Protection T o
Chericals 468,75 ~ 19.23 47,92 - 72,92  57.53  57.95
3 _ - - ' . =3
5, Own Labour 37.50 - 87,50  11.73, 15,17 87.50 15,63 3.82 4,41 M
6., Hired Labour . 23,75 100.00  51.11 52,54 ©  62.50  71.03 28.61  30.45
7. Total Cost 1 4030.00 2200.00 1104.18 1372.30 1612,50 1388.75 1111.66 1124,.55

Note: Figures in bracket indicate complex mix whereas those above are for
- total fertilisers used.
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paddy. The difference in the .latter cese is . larger in
relstive sense. ,0On an sverage, Kodagu district fsrmers spend
zbout Rs. 1665 oh a hectare plantstion of card;mom, Eut the same
costs only about Rsi 764 in Ghikmaéalura The difference in the
cost n»f production arlsps mainly out of the varlatlon in seed
{plant materigl) and farm yvard msnure. The small farmnrs spend
larger amount on phé pbst}pf bulti#atiﬁn of cardamom: There was
hardly zry evidence of a consistent Adirsct or inverse_relation-
ship of the 6bst:wiph-§izq of'hold;ng; )

Cultivation practices of coffee have certain subtle
differences bétween fhe two districts. The farmers owning
1snds below 2lh9¢tareé'frqm Kadagu district; spend highest on
this érop. Their largest éhare of exvenditure ia on the ferti-
lizers, which is:certsinly highést as comparad to.the other size
classes snd theif cquntefoarté froﬁ the-neighbouring;district.
The cost of'éﬁltivation-in the two districts.réngé froﬁ Rs.1111
ﬁo ﬁs.AAOBO Th~re is a clear evidence of inVérse=r?lﬂtionship
bntween size of holdlng ﬂnd cost of cultlv-tlon. Th;s'lndlcatps
that small farmers incur larger cost per’ hectafn fo} thn seme
components,'p01nt1ng uneaqlly_towards the d;fferentlalfaccess

to input avAilability. - . ' i

The analysis of cost of production indicates “hat there
are varistions aCross distric+s as well as by sizp class of
holding. Among the thrpe crops, coffee =nd cardamom aTe more
cash 1nten51ve and the larger sharo of expenditure 1s on Dlant
mat erial along w1th fPTtlllZPrS- But this lnvestment also

vays rich rpturns both in the case ‘of cardamom and coffee.

Almost prry;rupee invested in +hesa twe crops grows 2 to 10
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fold depending on the type of farm and combination of inputs.
In order to énelyge the.relative“econbﬁECS of these crops
(both across éréﬁs and_@ifferent,size group of holdings) we have
computed the gfdéé énd net returns.for both the districps across

sample Eroups. The results are presented in Table 3.6. It is

Table 3.6: Gross snd Net Returns from Crops
| (In Rs.per hectare)

- e R MM et em ey TE e bm em em mR e Mm PR e we T mr o mm e MW W W em Ew mm wh AR Emg s

Sl. Crops Returns Kodsgu _ Chikmagalur
No. . - Upto 2.01 Above All Upto 2.0l Above ALL .
2 ha. to 4.0l 2 ha. to
L.00 hsa. o '4.00
ha. - ha.

- e uE S mn Sd e EE wm e me R YR e oy M Em mn mw PN B e W R am g M mm M e

1 « Paddy Gross 6429 6181 6311 6307 5174 8842 7481 7166

- Net 3962 L4050 5376 5079 3719 7187 6256 5783
2. Carda- Gross 5529 9551 9567 8216 342 9937 832) £68
"™ Net 3570 6556 8220 6550 7337 9315 7565 8122

3. Coffee Gross 9063 6188 7800 7684 4500. 8375 8475 7207
 Net . 5033 3988 6696 - 6312 2887 6986 7363 6082

evidpnt_frdm the table that gross réturns per hectare of the érdﬁg
rang; between Rs. 5,000 per hectare and Rs. 8,000 per hectéré::

As exppcted,paddy-shbws the lowest returns- per hectare as -
compérod to cardsmom and coffee. Cerdsmom tops ih the scsle of
gross returns., The gross as well as net returns do not show any..
discernible size—produétivity\rblation. Three instances can -be
noﬁed with direct relstionship between returns and,sizefof hold-
ing; Similar relationship ié noted in gross. as well as in net

returns of.cerdamom crop in Kodagu district and for coffee in
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Chikﬁqulﬁr.:'Tﬁé.écohémv of cash crops thus dominate the aggre-
getl agrlcultural sector in this region. All this, however, is
modulatod by the marknt forces. 1In the ‘cusntitative terms, more
than two—thlrd portlon of the agrerisn ‘economy deoends on the
market access and relative behaviour of different forces in the

merket.

‘3;3' Mr ket Dependence and Marketing Procpss

K Among fhn ma]or £erops. prown 1n thp reglon paddy 1s malnly

used for homo consumptlon, only fhe pxcess portlon is markpted-
But the Pnter produc ion of cerdnmom nd coffee is s0ld in the
market . Thus, the farmprs of the sample Tégion totally depend
on thgse two,cropg fop”tholr cash reoulrements. "The probléms of
markpting.in,thehcontex?,of”these féfmers;‘therefore, emerge
:mpinly.for these two crbps. ﬁven“iﬁ the case of paddy, on an.
aggregate, above 15 per cent of thn productlon is sold in the
market. Sometimes, the market*ng of paddy is slso resorted to
-in *he conditions of dlStPESS¢

Paddy is a supnorfiﬁgvcroﬁ,.mainl?'#rowﬁ for home -consump—
tion.. The sample farmers from dﬁikmagalﬁr allocate larger srea
for peaddy. as. comﬁéréd to thosp in stégu. 'Similsrly, producti-
“yity. in Chlkmagalur is also hlgher as compared to Kodagu. ‘We
have. prosented hprp the 1qst +hr9e years pnrformance and the
consistency. can e 1v~b9 noted from Table 3.7. Markpth
o surplus goneratpd 1n Chlkmagalur is hlgher a5 compared to Kodagu
(It rangés. betwenn about ong qnd hnlf oulntals 0 17 quintals in

Chikmagalur. But 1n Kodagu, the surnlus 1s mainly available

only in *the highest size class of holdlng.



Table 3.7_:ﬂProdﬁct1v1ty and Marketed Surplus of Paddy

. \ Upto 2 ha, : 2.01 to 4,00 ha, dbove 4,01 ha,
Sl.- Item = ~ - ' 1988—89 1989-00 1990—91 1988 59 1989—90 1990-91 T98R-KY 1989 1990~
No. - . . 90 91

KODAGU DISTRICT

1. Area under the Crop - ' . .
per houQ9hold (in ha.) ‘ 0.62 0.62 0.62 0.90 0.90 0. 90 1,96 1,95 1,95
2. Productivity per ' T
hectare (In Qntls. ) 24.10 25,71 25.71 25.42 22.69 24.72 25.88 25,99 25,25

3. Marketed Quantity : : o S - - S .
hectare (In Qntls i [ . 00.080 - 00.0e 00.00 0.11 0.54 0.27 13.46 14,47 8,13

4. Proportion of Marketed ‘ D : ) o ) | o
Surplus (%) . 0.00 0.00 - 0.00 0.46 2.37 . 1,09 - 52,01 55,69 32,20

5. Average p;ige_Receiﬁed S ' ‘ '
per-.guintals (In Rs.) 300.00* 250,00* 250,00* 300,00 £50.00 250.00. 188.00 248,00 250.00

(contd,)

Ll



Table 3.7 : (contd.)

— - — - - ol -— - - - — - — - -— - -— - - - - - — - -— - - -— - -— - — - — - — — - - - - L] -

. Upto 2,00 ha. 2,01 to 4,00 ha, __fbove 4.01 ha,
Sl. Item TO85-60 T089-90 1990-91 1068-89 1989-90 1990-91 I198A-89 1989 1990-

_No... a . - - A - - . . - - . - ' . e .- . .- qo 91

" CHIKMAGALUR DISTRICT -

6. Area under the Crop . ) L )
*  per household (In ha. ) 0.72 0.94 0.94 - 1.86 1.57 - 1.57 2.13. 2.33- 2.47. .

?.fProductivity per- 8 e L o
" hectare (In Qutls.) 59.15 ® o8.06 ¥ 21.82 33,00 32,18 33,95. 23.95 28.09- 2B.94.
8. MarketedAQuantity' . * . _
per hectare : ‘ C B : : ot . .o . o
‘(In Qntls, ) 2,82 1.95 1.29 6,75 8.88 6.87 13.50 16,07 16.65
39.5Prop0rtian of | . o e S T o T : X
Marketed Surplus (?) 9.67 6.99 5.91 . 20.45 27.59 20.23 56,36 57.20 57.53

10;: -Average Price Received . e - _
per Quintal (In Rs.) 180.45 ©204.34 ©37.0% 183,46 202,62 -248.64 207.1l 208.29 288.950

- - -

Note- * - This refers to reported price by the -farmers - 1n that. group and not the actual
: ) price received.“

8L
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An important question of the size-marketed surplus
relstionship can be-taken up here, In both the distriots, we
have a clesr evidence of direct relstionship botwépn the two.
The olasticity of.marketgd-surplus with srea under thé crop,
is zround 1 per cent evenrin the case of paddy. Another
interesting observation from Table 3.7 is. about thE'PfiCéS
receivead by the farmors.‘ It is clear from the table that'the
prices roce1vod for paddy .in Chlkmaqalur bear 2 direct: réla-
tionship with size of holding. In othpr words, +he 1arzpr
farmors receive better pricés as compared to small and marglnal
farm?rs. In Kodagu due to the gbsence of markpted surplus in
the lowest size class of holdlng thls rplatlonshlﬁ could!not be
worked out. -

Details aboqﬁ“bardamom marketing are presonted in Table
3.8. Kodsgu farmers allocate larger ares to this crop as
compared to Chlkmagalur farmors. Thls is posqlbly due to the
hlgher productlvxty of cardamom in Kodagu. The araa under
cardsmom ranges from less than 1 hoc*are to sbout 5 hecfar's
in Kodagu but 1t generally does not ¢ross 3 hectarps in
Chikmsgslur. The productivity of csrdamom in Kodagu was
down in 1990-91 a5 compared to the earlisr two ypars. But
except for the lowest size class of holding, the Uroduct1v1ty
of cardaﬁomiwas always higher in Kodsgu when compared w1th
Chlkmagalur. In both the dlstrlcts, we ‘'did not f1nd any. .strong
dlscernlble 51ze—product1V1ty relatlonthp for thls Crops« But

the.pr;oes received by producers in Kodagu are dlrectly related

to size of halding which is not true in the .case of Chikmsgslur.



Table 3.8 : Productivity and Marketed Surplus of cardamodf ) T Lo

Sp. Item : Upto 2.00 hectares 2,01 to 4,00 ha, -~ . Abdove. 4 01 ha.

No. ' T988— 1989- 1990- 19AB- 1989- 1990 1988- 1089~ 190~
89 90 91. 89 g0, 91 -89 9 9l

Kodagu District

1, A4rea under the cTop per ‘ : e _ - 5 e
household (in ha.) © 0.75  0.75  0.75 - 2.C3 2.03 2.08 4.60 4.60 ' 4.60

2. Productivity_per-hectare . N . : o
(in kgs )- o 34,26 31.18 27.94 84.86 67.78 46.30 74.27 57.16 36,63

3. Marketed Quantlty per ' ' o . . - ‘ ' )
hectare (in kgs., ) ' © 834,26 31,18 27,94 B4.86 67.78 42,96 74,27 57.16 36,29‘

4, A4verage Rate per kg S : S o . _ ' o
: (in Rs.)\ , 144,44 163,33 191.87 156.40 185.83 202.08 181.85 201,78 242,14

Chikmagalur District

5. Area under the crop per

household (in ha.) : 0.51 0.50 0.50 1,13 1,20 1,14 2.24 2.49 2,56
6. Productivity per hectare A ' i

(in kgs.) ' 39,02 33.52 36,85 46,52 43,15 . 44,06 25.99 29,02 35!00
7. Marketed Quantity per ‘ - :

hectare In kgs. 39.02 33,52 35.46 46.52 43,15 44,06 - 25,99 29.02 34.24

8., Averaze Rate per kgs. - - ' :
(1n Rs.) 169,40 219,00 235.24 169 66 192.41 225,53 186,66 201.38 243.11

08



Table 3.9: Productivity and Marketed Surplus of Coffee

Sr. Item Upto 2.00 ha. . 2,01 to 4.00 ha, 7 Above 4 01 ha.
No. . 1988- 1989~ 1990- TIB8B- [989- 1990- IGRB= " 1%89- 19%0-
‘ - 89 90 91 89 90 91 89 90 91
oot Tttt oTTTTTT T T T Kodapgu District oo T
1, 4rea under the crop per c.18 0.8 0.18 0.13 0,13 0.13 0,72 0.72 0.72
household (in ha.) - : , ‘
2. Productivity per hectare : _ '
(in kgs.) 938 - 813 938 625 625 563 659 07 825
3. Fbrketed Quntity per , . _
hectare (in kgs.) 938 813 938 625 625 563 659 707 325
4. Average Rate per kg. ‘ ' _ L |
- 2~ (in Re.) 5,60 6,50 9.50 7,00 7.00 11,00 6,87 8,33 9,22
o Chikmagalur District | |
5. 4rea under the crop“per | _
household (in ha.) _ 0,02 0.02. 0,02 0.3 0.34 0,34 .5.75 6.09 6,09
6, Productivity per hectare A
(in kgs.) 1000 750 750 1667 1688 1396 1462 1417 1458
7. Marketed quéntity per : ‘
hectare (in kgs.) - .1000 713 750 1667 1688 1396 1462 1417 145”8
8. Average Rate per kg. - _ ‘ . :
‘(in Rs,) ' 5.72 5,70 6.00 4,20 5.82 6.00 5.62 5.78 6.00

le
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The coffeec marketing is more an organized marketing in both
the districts. Thp.entire ﬁroduce is s0ld to Coffee Board and
the QOffee Board ié one of the efficiently functionipg organiza-
tion in Karnataka. ‘The sizé-productivity;as'well as the differ-
sﬁtial prices received by farmers do not have any systematic
behaviour, The'productivit& is higher in Chikmaéelur as compared
to‘Kgdaéu. The differences in productivity qan'be attributed

mainlj to the efficient managgement of resources.,

3.4 HMorketed Surplus Function

~ In order to siudy'the'%mhéviour-of mprketéd'éufplﬁs, we
tried an explanation of marketed surplus thro@gﬁ.regression
énaiysis. This énélysié wss taken up only for'éardembm mainly
for three reasons..‘Firétlf, paddy is grnwn.méiély 35S é sub-
sisﬁonce crop and therefore, it is oniy the-}eméindéf éftpr home
consumption is taken to market. Secondly, it is nop.a'major
bomﬁercial crop. Thirdly, marketing-of cofféé is*drganizéd
pntlrely through Coffec Board and hnnce, thls crop offers no
scope for studying the marketlng:behav1our. Keeplrg thls ‘in
&iew, we have restricted our analysis only to cardamom, For the
‘purvose of the determinants .of marketed surplué, we have used the

ifollowing sp901flcet10ns :

Ms = f(CH, DI sH, TC)
NR = £(CH, DI, SH, TC)

n

. where:?

MS = Merketed surplus per_hectare :

NR = Net Returns re091VPd by the producer
CH = Type of channel of mnrketlng |
DI'= Distance of the place of markbtlng f

" 8H = Size of Holding : : L
TC = Total cost of transport 9nd marketlng
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Out. of the egustions with different combinations we chose
the following equations: -

"KODAGU DISTRICT

. Bgugtion 3.1

‘MS. = -~ 2,7004 -0.5326 DI + 14.7764 CH
(0.18) (0.66)  (1.22)
e} B
- 0.6549 SH + o.oozz TC
{0.94) (4.05
R? = 0.34 F value = 5.91
' {(Lolbt)
g 3_"6101’1 3,2 | _
(0.53)  (0.71Y (1.42)
- 0.0085 SH + o.ooog*Tc
(0.56) - (3.76).
R? = 0.34 F value = 5.95
|  {b,b)
CHIKMAGALUR DISTRICT
Eouation 3.3 | ;
MS = 3,1851 - 0.0007 DI + 6.5507 CH
(0.48) (0.0003) - (1.40 |
0.407 SH_+ 0. 000? TC
(2 .19 (0.70
R® = 0.16 F value = 2.13
| {L,44) -
Equati o'n‘j ._l{ .
NR = 0.5537 + 0.0011 DI + .553? cH
(0.34) (0.19) (1.35
sk
- 0,009 “SH + 0. 0001 TC
(2.11 ~ (0.56)
2

R® = 0.17 " F value = 2. 22
o { by 13)

Notesy' 1, Flgurps in brackets are t values,
2. %, %% indicate statistical 51gn1f1cance at 1 ond 5
per cent respectively
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The ecuations do not Indicste very significant determinants
of marketed surplus as well as{ﬁhe net returns. Most of the
verisbles turn out with statistically non-sienificsnt coeffi-
cients. ‘The total cost of marketing shows’arpositive.rplation-
ship with marketed sﬁr@iusiwhiCE is an expected result. The
‘negative sign of the cosfficient of the variable indicating
distance of mﬂrketlng (DI) is’ qulte dntriguing. Though the
coefficient is not statlst1Ca11y 51gn1flcant it 1ndlcet°s
larger surplus sold at lower distances or vice versa. Similarly,
the size of holding 3;50 shows a curious negatiwe_sign. The
results of both the districts sre slmost similar except
“the coeff1c1ont relatlng size of holdlng emerges wmth a
positive sign in eoquations 3 3‘and 3.k Thls means that larger
marketed surplus is avallable with the small farmers and
therefore the policies need to be tuned in favour of this
group to increase thelr_net returns. |

3;5 Marketing Process

Most of the problems of marketing generate in the process
and the prOCessfbf:markefiﬁg ¢an be understood through different
components. . Firstly, it is the place 6f szle that becomes an
importsnt determinant ofrmarketing process. This decides the
returns to marketed quénpity. Moreover, the distance of
marketing slso assumes eéonomic importance. The price received
by the producer at s distant place must compensazte for the
transportation EOSt and still esrn higher price than local
market, only im thi's condition the farmer would prefer to sell at

2 distent placa. Secondly, the important comvonent of the
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process is the type of purchqser. In tha sbsencn of a Dronpr.
channpl +Bp small vendors and mlddlemen mako good amount of
mergins. Thirdly, the morketing institution also makns a lerge
differance; Lastly, in the case of cardamom ths processing
units or faClllths csn Cause 3 alfferpnce in ouslltv and
therefore Drocess1ng also becomes one of the important critazris.
Propor+1on of farmers marketlng cardamom by their place

of sele are reported in Table 3.10. It can be seen from the

lable 3710 :Proportion of Households Marketlng Cardamom
- - by Tlace of Sale o

(in per cent)

- o e Em e S me mm M EE ew am B o ke mk B mm e e s b e em me mke mee e

S1. &igze Cless of - Kodagu Chikmagalur

No. Holding Tocal Outside Local Outside Both
1. Upto 2 ha., - - 8 10 16 2 1L

2. 2.0l to 4,.00 ha Ce 2k - 6 22

3. Above 4.0l ha. 6 - 52 b 16 18

Y 1. 86 20 2, 5

Notes: "1, * These households sold some portion of the produce
in locsl mzrket 2nd the remsining outside the
village. N ' '

2. Two percent households’ did not have any mprkpted
surplus in Chikmagslur district.

tsble that largely the producers prefer to sell the output
cutside the village ond at distent places. But the immediate
cash reocuirement st times compelssthe oroducers to sell the
produce locslly. The local markets are ususlly dominated by

locgl petty vendors (ususlly czlled Kzka) who work as middlemen.
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For oytside.the village seles, distence becomes a“eraeial

factor,
Proportion of farmers by their distance of sale point

market is_shown in Table 3.11. Fourteen per cent of the

Table 3;11 ?”?roporilbn of Farmers in Different Size
. = . Classes of Foldlnc by the Dls ance of
Cardsmom Market °

(In per cent)

- Em mm ma e Em P A ar e em ew Em R e e am e MR M mm e e Er EE we S Wy A e me

5l. Size Classes Local Below 10 to Above
NO, M : - S 10 kms, 20 kms, 20 kms,

_— e Em e e M o W e e b omm e TR RS ot e e gy AEE o MR e EE e TR AR ay et e e

KODAGU DISTRICT

%, Umozmo£; ;fi'Aso"“;“ 1000 -

2. 2.0l to 4.00 ha. - = 2u.0 -
3. Above 4.01 he. 6.0 2.0 18,0 2.0
Lo AL 1.0 2.0  82.0 2.0

- C IXKMAGALUR DISTRICT

5. Upto 2.00 ha.. . . .18.0 - 8.0 8.0
6. 2.00 to b0 hs .= = 8.0 20.0
7. Above 4.0l ha. 2.0 - 12,0 22.0

AL 20.0 - ‘55—5- 50.0

- - a= -
- - G W e e wm  E R mm pw e mw  EE e s mm BE A E my A ey e e e e =

* Two per cent households in Chikmagalur did not have marketed

surplus. .

producers. from Kodagu and 20 per ‘cent from Chikmagslur sell
their produce iodélly'and'more than 80 per cent of them prefer
.tougd td distéﬁf placeéi'LThé usual preferences are places

between 10-20 kms. But Chikmagalur farmers travel even above
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20 kms. to sell cardemom. There are ususl parchasers of
csrdzmom st the Dlace of the nparost town and most of them sell
finally to only a faw merchants.

Generslly there are three types of marketing éhannels of

cardsmon. Marketing Channels
Small .
——. .| Merchant .| |Town Whole-
Producer Usually Msarchant sale.
Middleman T

L]
L. .

Locel Sméli
Petty Shop owner

The first ;hennel, is the sale through local petty shop owner
which finzlly reaches to the town merchaht. The Seéond channel
consists of the producer selling to the small mérchént (éither
local or outside the village) who in turn reaches the whbleéaler
through the town merchant. The third channel is the direct sasle
by the farmer to the town merchant, - .. o

Tzble 3. 12 presents the proportlon of produce sold. through
these three channels. It is oulte clear from the’ table that the
largest share of the oroduce from Kodagu is sold locally by
small number of fsrmers. But at the same time, good number of
farmers trevel long distance with small guantities. This is en
extrenmely pprplexing result snd only poséiblp if the férmprs.
are going to distant markets for reasons other ﬁhén thé éelling
of cardamom.. The producers ofEChikmagalur @istriét, héw%ver,
seil the larger portion of the-produCe.outéide the local market.
One of the'probable}reasoﬁs for the local’sélé-ofithe préducé

is the interilgcking of the credit market with-the pqoqugt



.Table 5.12 : PrOporfion of Marketed,Qtantity by Type of Purchasers

— e mm m em v i ks M e i e me ma mm e e s e e m e Em en ma o e e m e e om wm e e e e e em o e e

St. Channels Cropuwise Kodagu p Chikmsgalur
0. ) - e v———— .

» T T I IV i T TII v
1. Paddy |

a) Rice mill, | = 100.0 100.0 100.0 : - - - -

b). Private merchants - - -~ = 100.0 - - 100.0
2, Cardamom - | |

a) Local Petty Vendor -~ 90.1 1€0.0 100.0 ° 99.7 26.2 - - ‘4,2

b) Local Small Merchant 9.9 - - 0.3  40.6 95.9 100.0 B89.4
¢) Both = | -~ - - - . 321 41 - 6.2
d) Town merchaﬁt ? - o f- T - - 1.1 - - 0.2 i
8. Coffee _
a) Coffee Board - 100.0. 100.0 100.0 100.0 ~100.0 100.0 100.0 100.,0
Note: I, II, III and IV stand fo; size elasses of holding as : Upto 2 ha.; 2.01 to 4,00 ha.,
above 4,01 ha. and all classes together, respectively, '
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market, Most of the. farmers borrow money from the local
purcheser or middlemen snd in order to repay back tﬁeéé'advmncss;-
they sell their product to these middlemen. This helps the
midd;pmen to purchese at lower price and the farmers to get
their cash requiremenﬁ in the off season. It is not surprising,
therefore, that 72 per cent of Kodsgu farmers consider middlemen
as inevitable (see Table 3.13). The lorge land owners slso seem
to be dependent on this channel. .Theé most efficient channel,
however, is the selling through town merchant. This chanrel is
effigientpén three counts. Firstly, it is the most cost effec-
tive chénﬁel which avoids the inter-locking with credit market.
Secondly, the porices received in this channel sre much higher'as
comnar~d to the locsl market prices. Lastly, it helps the farmers
to build an pfficipnt'input channel because most of the inputs

are supplied from the town place,

Table 3.13 :Distribution of the Respondents by Their Responses
. to Inevitability of Middleman

-— - e em s - o e o e mm e e e we - o - - - e e ew e e e - A =m

S81l. ©Size Clagsses : . Proportion of Responses to the
No. Guestion of Inpv1tab111ty
Tes T Ne  Fo o Response
KODAGU
. Upto 2.00 ha . 18.0 - -
. 2.01 to L.00 ha, - 16.0 L.0 4.0
. Above 4.0l ha. 38.0_ 18.0 2.0
. All Classes. 72,0 7 22,0 6.0
CHIEMAGALUR L
5- Upto 2 m hao 200 Ce 28-0 6.0
6. 2.01 to 4.00 ha. L . 2.0 . 24.0 2.0
7- AbOV'-" l-l- Ol ha. ___:__‘ _29;9_ _9_0-9_
8

. All ClaSqu ' - 4.0 . 82,0 1L.0
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It is seen from abovo that the eff1c1ent channel of morket-
ing 1q selllng througn fha town merchant howpver, 1+ 1s not the
ﬁmost prefcrred markotlng nrrnngam@nt. 'Whpn askpd to indicate
th@lr oreforpnceq for marketlng arrnnzpments, qut of thp farmcrs
1ndlcatpd that thp Pntlre marketing should be controllpd by the
Government-controllpd Markptlng Board. Even co- oporat1vp
marketing agency did not receive & very favourablp resDOnsa from
the respondents (see TabléIB.lh)Q.'Thé farmers' response to the
queétion that whpther they have'récmived fair pricé“in their

arkptlng of cardamom, sugzost that none of them were happy about
the prlces received., But thpy also quggpstpd that they cannot
WPlt 1n enticipation of the prlce, because it is dlfflcult for
thpm to urdersfand the future prlce fluctuatlons.

Most of the farmers sold thelr produce after processing
excapt 2 per cent of fhe sampla.' Thpy follow various mnthods of
procpq51ng espec1ally kepplng 1n VlPW the cost, effectiveness and
the ouantlty of produce.‘ MaJorlty of the farmers prpfpr s local
verlety of hearth or drylng chambor cslled 'Gundu' in Kod=gu
dlstrlct In Chlkmegalur the drying in sunllgh+ is auite common
préétice.- TharD are Oﬁi&.r few farmers who use the mechanicsl
iﬂs%rﬁﬁ;nts for the purpose.of procéséirg. The.decision criteria
for not~using the dther methods seem to be guided only by threg‘
factorsﬁ (i) low rbst, (i) lower. quantum of produce to be
processed, and (iii) absence of .processing co-operatives.

3.6 Problems of Marketing of Micro Level

Among the méﬁor problemé;of marketing, that became

Peoass ma

visibls from the micro level data, we found Seven rroblems



Table 3.14 : Distribution of the Respondents by their Preferences of the
Type of Market for Cardamom

A wm mi e EE Wm wm = Ee W Wy R U PR W M wr we  em W WA s W MR TE A WR W M ER wr TR W wm M SR T W ER E M W Me me ms e W

Indicated Preferences _ Proportion of Houeehold by Preferences <
T kodsgw Chikmgalar:
‘_ T1oar o wnow -1 womrw
1. Free Market 2.0 4.0 4.0 10.0 ' 2.0 2.0 10.0 14.0
2, Celopefat1Ve Merket o . ’ ' |
Agency 2.0 - 2.0 4.0 2.0 2,0 4.0 8.0 .
3. Government controlled o .7 _ .
Mﬂrketing Board o 14,0 20.0 50.0 84,0 - 32.0° 24,0 22.0 #88.0
4, Agente/middleman - - ".Z;O 2.0 . - S - -
Note: i, 11, III and IV stand for size classes or holding as @ Upto 2.00 ha., 2.01 to 4,00 ha.,

ove 4, 01 ha. and all classes together, respectively.

16



Table 3.15 : Distribution of the Respondents by the Type of Processing Facllities
Utilized for Cardamom

-u-—--————---———-———u_—————————---—————-—u-—--

No. Kodagu Chikmagalur
I IT II1 IV 1 11 IIT IV
1. Gundu (Local Hearth) or " 6.0 12.0 22.0 40.0 2.0 24.0 6.0 2.0
Drying Chamber -~ ~ =~ = 7 7 77 o St S
2. ‘Sinlight . " | - 6.0 - '~ 6.0 32,0 2.0 4.0 38,0
3. . Combination of 1 and 2 ' 4.0 6.0 6.0 16.0 ‘2.0 30.0 6.0 38.0
4, MEchaﬁical | = = - ~ - - 4.0 2.0
‘8. Decanter - : - - - | - 2.0 - 2.0 - - - -
6. ' Combination of 4 and 5 ' - 12.0 ‘22,0 34.0 e - - -
7. Dry-yard - - ToeT - 7 - - - - 4,06 - 4.0

S ks v wmm M e mm Em S m W M mm em me ms B WA WE mE G LW WE BN MR me mE En mm Se s W WE ER SN AR R R == B Am W e G = e

Note: Three per cent of the sample hougeholds sold unprocessed cardamom;“ Of“fﬁése
2 per cent belonged to Chikmagalur-district and 1 per-cent to-Kodagu. -Totals
. do not tally due to non exclusive nature of items 3 and 6. }

Z6
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significantly imvportant, The analv51s could not be attempted
in terms of freauen01es or Droportlon of resoonses beceuse of
the wide"’ coverage and heterogenelty in conceptuallzatlon,
Moreover, these probiems hﬁvelfeétured'in our analysis eérlier
at different places. Here, we are aﬁtempting co anslyse those
in a proper sequence. | ‘ ‘ |

FirstlY; gi#en the smnli size of holding and crop specia—
"lizstions in the reglon the mnrketed surplus aenerqted is not
substantlnl in ouantlty. Both the commerc1al crops uuder con-
siderstion are high value, 1abour intensife crops and since the
quantum of'marketed.surplus is not high the farmers tend to sell- |
their products at 1ocal mprket 1rresnect1ve of the 1ower price.
Moreover, for marke+1ng of coffee the operntlons of Coffee Board
are cuite efficient and hence,ln comparative sense_csrdamom
receives lower 1mportance. | |

Sccondly, +he. per10dic1+y of productlon does not asugur
verv well with the perlod1c1ty of price fluctuetlons. The ¢ash
ueeds of the producers oompel them to sell the produce to local
traders w1thout even a chance for bnrg31n1ng. Hence, it was not
surprising +hpt most of the fprmers sold thelr productlon in the
locsl morket (to the . petty shop owner called Kaka)

Thlrdly, all this takes place because of the 1nedecucte
disseminstion of’ the market 1nformat10n upto the farm 1°vel.
Even 1f such 1nformat10n is avallable, probnbly the *1me left
for taking de0151on is oulte 11ﬁ1ted or the producflon 1s

already commltted for sale.



Qb

Fourthly, 211 this is compounded by the level of infrs-
structure availability, bé?it processing, transport or informa-
tion. The deVélépment of ihfrastrﬁctﬁre iéiéuitp inadeaquate iﬁ
the satiple districts both because of undulg*ing terrain and
wééﬁhér cohditions. Most of the samﬁle farmeré had inéicated'
that they did not receive fair price for their produce, but
even then they continue to sell the products to local merchsnt;
The most plausible difficulty is the non—availébiiity of proper
transport to the proper msrket . | | o

Fifphly, all the sample households iﬁdidetpd that the
fiﬁctuéﬁioﬁs in the prices afe'large and could nbt be compre-
hended. The possibility of such situation comes only in an
underdeveloped market and where thé économic forces.are‘not
allowed o fair play. Thus, this points out towards the develop-
ment of a proper marketing agency with support'froﬁ Government .,

Sixth important problem is the role of middleman or agent .
While responding'to'thé'question of-inevitability'of middleman, .
tﬁé'réSpondents.have almost unanimouély given a positive
réépohse. In other words, most of the ﬁ}oducers felt that
ﬁiddleman.is an essential component in the sntire marketing
process. But st the same'time, they hévp also complaints about
the non-recpiptiof remmnerative price for their products. A
clear synthesis‘of these directs towsrds the necessity of a
prover micro-level marketing agpncy.incorporsted in the structure

Lastlv; wheﬁjenquired aboui the type of marketing agency

needed for cardamom, most of them suggested that Spices Board
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or a Government monitored agency will help to manage their
marketing problems in a3 better manner if the spr@éd of thé
centres is opropsrly planned, fuite possibly this indicastes

the insdecuacy of the network of Spices Board to reach the smzll
cardsmom growers. In that case, the second best alternative -
is to orgenize the markesting operstions on co-operative‘basis.
The possibility of small co-operatives ipitiated with the
support of Spices Board would help in strengthening the network

in the remote arease.



CHAPTER IV

SUMMARY AND. CONCLUSIONS

4.1  An Overview

In ths inter-State comparison of the post-independence
performancs of agricultural s=ctor, Karnataka haé always stayed
slightly above the country average. This is a commendable per-
formance on tite background of the-constraints faczd by the State
in terms of vast rainfed are2a and meagre irrigation facilities.
In addition to this the croﬁping pattern of Karnataka is
éharacterised by large nuwber of crops starting from tge spices
grown in the coastal region to the inferior millets iz/sgrthern
and southsrn parts of thes State. Th# agricultural econoumy of
thz State thug faces multifac=ted problems which begin with the
propear production'prqcess,.sustainable dev=alopmant and lead to
a proper marketing strategy. Sizable contribution of commer-
Cial'CTOpS make this problem more acute.

Azricultural wmarketing problems include a large number
of actlvities beginning frow the input purchase and going
through storage, transport, processing, administration to the
cdnsumer organisations. The severity of the problems 1nvolved
is mainly due to six wajor factors. Firstly, ths number of the
commoditiss available for market is quite largeibut the
quanfity brought to the markst by each indiyidual is not
" sufficient for allowing him to bargai§?§ good price. The

problem is caused duz to the sub-divislons of holdings and

-

96
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bigh density of swall farms. Secondiy, except soma rare in-
stances, th-se small producsrs do not forw é group on co~opéra-
tive basls, to wmarket their products. Thirdly, the domination
of foodgrains in the agricultural markets also leads to the
phenomena of 'distress sale! as well as ‘negative marketable B
surplus' | The beth¢ou£ of wmarketed sulplus is always affected
by‘theseltwo factors. Fourthly, the density of regulated rural |
markets in the country and especiéily in the centrsl India is
very thin and thus forces large EransportationICOSt on the pro-
ducers. Fifthly, the role of middlemen in the marketing of
sgricultural cormodities is quite significant. This distorts
thz e«fficiency parametzrs as Well as depresses the pric?s re-
ceived‘by thc”farmers. Lastly, the agrlcultural produce warkets
face tha problem of seasonallty and storage of perishable
commodities. A large number of small and marginal farmers
market_small.quantities during harvesting éeason, when the :
prices ;re depressed. It is quite obvious that if for the same
product, one group of farmeré receives lower prices as‘égainst
the othsar (obviously the group of iérgc farmers having storage
facility as well as time to wait for good prices), then the
result would be inequitous net rcturns only due to marketing.
In otncr words, th? advantage gathcred out of highzr producti-
vity per hectare on small/marglnal farms is frettered away by
the seasonality and/or presence of middleman.

In Karnataka the density of the marksting infrastructure is
not really sufficient to meet the needs of the sector. Projec-
tions of crop production for main cr0ps of the State and

: that '
resultant requirement indicates/the shortfall is of the order
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of wore than 30 per cent.'‘ The ‘density of markets is thin in
some districts as compared to ths othsrs. The coastal districts
of Karnafaka, Dharwad and Bangalore (rural) are th: regions
whare immediate attentioh needs to bz focussed. The administra—
tive structure of warketing in Karnatska has two separate seg-
msnts, one looking after the implementation of the markating
polieci=»s and tha other focussing on developmental activities
for marksting. Internal integration of these two paralleli
structures (Directorate of Marketing & Marketing Board) would
help in strengthening the rolz of market. |

Specialised marketing agencicss 0perate for quite a few
commodities. Cardamom marketing is controlled by Spices Board
beceauss largé amount of the produce is =xported. Looking int6
the export trendsof the last decade ending 1991, it is quite "
distressing to obsesrva that the share of cardawom in the export
of total spices is declining. This is not due to the price
effeét but due to fhe'productivity of cardamom. In Karnataka
the productivity of cardawmom as well as arscanut has almost
stayed constént'in the last decade. The problew. seems to be
both statistical (collection of data) and crop specific -
(variety, nutrition requirements, white fly menace etc.). At
micro~level the marketing infrastructure does not seew to help
elimination of widdleman and thus the warketing margins are
quite high. The prices received by the farmers could be higher,
if thay come together in small groups to sell their products
directly to the Board.
4.2 Objsctives and Methodology

Th= study was undertaken to understand the problems of
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'marketing'both at macro and micro levels * At macro level our

attentlon was focussed on the{structurn of marketing, adequacy
'fof the spread and the State specific problems of marketing,
Always the prob}ems at micro level are crop specifice During
'the‘yeer 1990 the marketing of cardamom exhibited several pro-
biece and the officials of Karnataka State Govermment department
of'marketing suggested us to tzke up this problsm for study in
the State. The sprcific objectives of the present'study'ere

as follows: | |

1) To study ths existing market structure and its func~
tioning both at the State and micro level.

2) To make projections of production, demand, évailability
of market centxes for all crops across the regions of the
State.

3) To identify the emerging problems of marketing at
deTO as well as at micro level. S

4) To study the marksting arrangements for the selected
commodity and its_related problemss

when we approachad the State Govermment officials for
their opinion to select a crop &nd region, it was suggested
that cardamom marketing is facing several problems and hence
this crop be taken up for. the study. 1In Karnateka the districts
of Kadegu and Chikmagalur being the 'tw 1argest,produc1ng‘areas
in terms of acreage pnder cardamom andiquantity'harvesteé}
these two districts were selected. Onz block gach was selected
from ths districts. After obtalning the 1list of growers, the
sample was selzeted randomly with probability.pfopoftieﬁal'to‘

area. We eelected_fifty farmers:from each of these two
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talukas, thus in all 100 farmers were select=d for micro level
énaly;SiS- ‘

4.3 Main Findings and Policy Implications

The wain findings of the study are listed beloW.

1) Agricultural sector in Karnataka is gradually undergo=-
ing a chéhéé towards higher commercialisation. ' The growth rates
of thz sector in the post green revolution phbse were quite im-
pressive but the sector suffersd slight setback during eighties.:
The stagnation of agricultural production during this phase has
caused deep concarn among administrators and academicians. Among
the various causeé discussed about stagnation, the remunerative
priczs and marketing seswm to be the important.

2) The projection of crop output was attempted by the
Expert Group on Perspective Plan of Karnataka. The demand for
foodgrains is placed at 10.62 million tonnes by the year 2001,
The ;upply scenzrio would mateh thz demand in all the crop
sectofs except for pulses. Keeping in view the projacted de-
mand, arrivals in the market and cerrying capacity of markets;
it i; es%iméted that about 100 wmore markets would be required
in the State. The shortfall in the infrastructure is noted
mainly in‘Bangaidfe.(Bural),Dharwad, Raichur, Uttar Kannada. and
Dakshin Kannada districts. |

3) Karnataka is one of the major spices producing States
in the country. The share of the State in the area under total
spices is Quite significant, but its output share does not match
the share of area due to low productivity. Among the spices,
Ksrnatakat s sharelin cardamom and arecanut is quite large.

" '4) At the country level the growth rates in area,
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production and productivity of cardamom picked up only after
- 1978794 But‘the'production ihcréaééd malnly due to tﬁe expan~
sion in area under cardamom than productivity of the cfop, In
Karnataka, the productivitieé.of'cafﬁémom and arecanut have
stayed at the same level since 1980-81., Whatever growth in the
production of cardamom achieved in Karnataké,Was mainl& due to
the area increase. |

5) The stagnancy in the productivity of cardamom in the
~State is quite disturbing and this is possibly due to four
factors. Firstly, the mzthod of collection of statistics for
splczs has not been as efficient as for the other crops. The
statistics reported by Directorats of Economics and Statistics
does not tally with that reported by Spices Board. Seéondly,
the price incentive for the crop is quite low for tﬂe'growers
because of the presence of middleman. 'Thirdly, the choicest
new varieties of the crop are being introduced by the Spices
Board only recently under Cardsmom Devéiopment Programme.
Lastly, the new pests and diseases are also affecting-fhe crop
largely and programmes are being 1nitiated to tacklé that.

.6) Agricultural marketing in‘Kérhataka invpives two
adwministrative structures namely Department of Markéting.fDM)
and Agricultural Marketing Board (AMB). fﬁé first one is vest-
ad with the responsibility of implementation of the Karnataka
State Marketing Act, whareas, the second is an autonomous body
created for ‘developmental activitiesfin the marketing‘éeétor.
AMB has elected fepreséhtétives with a Managing Director from
the State Administration. The DM is fuily under the State

control. One major pfoﬁlem of the structure of marketing, 1s
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the horizontal integration of these two structures. Sec&hdly,
th: training of the lower level staff and integration at Agri=~
cultural Produce Marketing Committees levsl, are also fro~
portant bottlsnecks. |

7) Spiess Board is an autonomous body of Government of
India working undsr the Spices Board act of 1986. It is vested
with sevzral résponsibilities relating spicss development in
the country. Cardamowm is ons of thegimportant componsnt of the
spices and hence the board has specific Cardamom Developmént'
Programme covering all the aspzets of the crop. The marketing
aspect of cardamom under Spices Board however, needs to be
closely scrutinised on two counts. First,?the licensing‘of
auctionszer hinders the access of small farwers to a remunerative
prices Theéy are compelled to sell these to local vendors.or
middlemen who have a clear access to the auctionsers. Sécond,
1s that the dates of auction are fixed beforeéhand and this
alsolieads to the same problem as above,

8) The export share of cardamom in the total spices is
declining. It was at peak during 1984~85. This is mainly due
to the stagnancy in productivity in small cardamom as well as
increasing domestic demand. | |

| 9) Tne cardamom growers of Kodagu aliécafe larger share
of cultivated area und:r cardamom but those in Chikmagalur
accord relatively‘lower importancehto the crop. .The net rsturns
out of cardamom ara highest in Kodagu and Chikmagalur as‘against
paddy or coffee. But the net returns are higher in Chikmagalur.
The prices received by'tﬁe farmers have direct relationghip

with the size of holding.
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10) Marketed surplus per hectare has an expacted direct
relationship with the size of holding. The farmers prefer to
gell cardamom outside-the village, but 14 per c-nt of Kodagu
and 20 par c=nt of Chikmagalur farmers prefer to sell their
cardamom output in ths village\itself. The local markets are
usually domihated by petty vendors (calied'Kaka)& But most of
them'HO'hbt travel wore than 20-kms.; for marksting the‘prodube.
Largeét broportion'of the produce (about 90 per cant) is sold el-
ther to a local petty vendor or to local merchant.

11) There are tw dominant chamnels of marketing. First .
one begins with the local petty vendor and reaches through him
to theé town merchant. The town m#rchant participates in the
éﬁction aé a seller. ' The second channel begins with small
merchant and agailn leads to the town merchant. The seéond.
chaﬁnel’is‘more‘réﬁﬁnerative. Kodagu farmers feel that widdle-
man 1s inevitable in the total markpting‘proceSS but
Chikmagalur respondents-do not feel so.

o 12) Most of the farmers pref~rred government controlled
warketing board to handlé the entire viarketing with increased
infraétrucnurea' There is a total absence of collective process=—
ihg.of cardamom in the region. The lower level of productivity
has caused this. There is inadequate dissemination of market

inforwation which causes fall in net returns.
The broad policy implications generating out of the study
,are as followss

"1y ‘Marketing infrastructure in Karnataka needs to be

strengthenéd in terms of its spread. The projected requirement
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is about 500 wmarkets in the State. The shortfall is noted mainly
in Bangalore (Rural), Dharwad, Raichur, Uttar Kannada and
Dakshin Kannada districtse.

2) The stagnancy in productivity of cardamom in Karnatgka
requires immediate steps for taking up sn integrated programme
for cardamom devzlopment. Thehmajor components of the programme
should be (i) proper varieties, (ii) pest and disease manage-
ment, (iii) remunerative prices and market infrastfugture,_(iv)
processing and export. These can be jointly taken up by
Government of’Karnataka with the help of Spices Board.

3) In order to have effective horizontal integration among
the two apex marketing structures, it is hecessary that some
kind of administrative framework has to be worked cut. 1In
Maharashtra, the two structures are coordinated under Director
of Marketing vho belongs to the cadre of co-operative departument.
But Maharashtra has large number of marketing cooperatives.
unlike Karnataka. Therefore this problem needs'further analyéis
especially by experts from public administration. At the same
time the constraints relating marketing through Spices Board
need further analysis under the purview of the act,

4) Spices Board shduld énalyse the density of auctioneers
and the seasonality of auctions in ordsr to optimise the net‘
returns to farmers. Therz should be at least one licensed
auctioneer in every 10 sq.km. area, so that the farmers can
have an easy accesss JThis can be an imﬁortant oﬁmPOnent of the
cardamow development programme suggested above. Further, the
dates of auction can be fixed well in advance so that the

farmers can plan their marketing schedule.
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