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CHAPTER I
INTRODUCTION

1.1 Significence of Agriculture
Agriculture is the first culture thet men learnt to

practise ss a means of living and a wsy of life., However,
with the edvancement of knowledge, culture and civilization
the place, the pattern, practice and potenfialities of
agriculture have been continuously undergoing a process of
transformation. From a mere primitive way of life end a
source of livelihcod, it has come to be realised as a
commercialised sotivity and a profiteble business
proposition and a vitel instrument of progress.1 Agriculture
is the mein occcupation of the people of Indla who live in
rural areas, It pleys a vital role both as an essentisl
infrastrusture and a development component in generating
and susteining a higher national income., Agriculture is
primery not only because 1t susteins directly an over
whelming mse jority of the population who are egricultural
but also because 1t has to supply food for non-agricul tural
populetl on end raw materials to the industry. Further, the
contribution of agriculture to economlc development lies in
inocreasing the demand for industrial products and thus
creating the demsnd besse for the expansion of seoondsry snd
tertiary sections, In faot if the secondary sector,

particularly in a dominantly agricultural oountry; grows out



of the growth in a primary seotor and helping the latter
to grow in i1t's turn, it may then be considered as one of
the healthy sign of eoconomic progress, Further healthy
growth in tertiary sector has to be preceeded by growth
both in the primary end secondary sectors so zs to meke
way for symbiotic growth of all the three economic sectors,
Again in providing the foreign exchange éa:nings through
| increased Qgribultu:ai QXportS, it paves the way for‘the
import of'capital goods., Finally the 1ngreésed rural
1ndomes and savingé coulad be mobilisedvror_use in‘industrial
development, o | _ _ |
The eoonomiété like Oscar Langéz; KuznetsB, Myrdglh
and Mahalnobiss séemed to view égr;oultural growth and
industrial growth as inter-related, 1nter-d§§endent and
1ntef-aoting'aspeots of a aingle but‘protraeted prodess of
transformation of & backward economy.. An injustrially,
developed country, according to Oscar Lunge, is_one which
has highly developed agriculture and vhich emphasiges the
importamce of sgriculture in the growth process. Further
it 1is envisaged that the agricultural revolutionlinvolving
marked changed 1n both technology end management or
agrioulture is an indispenseble baso;for 1ndustrialisation.
Mshalanobis has remsrked that an agriocultural surpius is
indispensable fbr'the industrial process and en increase
of industrial input is equaily‘indispensible for_ |
agrioultural growth,



1,2 Agriculture and Industry - Interdependenge

Ina rundamental sense, sgricultural progress is
norma;ly a pre-requisite for the industrial development,
though sgrioculture is as much a beneficiery from industry
as 1ndﬁstiy is from sgrioculture, Rising egriculturel
productivity supports ana‘sustains industrial devel opment
in seversl ways, First, 1t permits asgriculture to release
a part of 1ts labour force for industrial devel opment,
while meetlng the ;ncrgasing food needs of the ﬁén-v- |
agriculture sector, Seoond, 1t raises the agribultu:al
incomes thereby creating Tural purdhasing power needed to
~ buy the new industrial goods and rural savings may ﬁhen be
mobilised by direect or indireot means to sustain industrial
development, Fimally, it enables agriculture to supply
ma jor wage goods (fpod) of_industriél yorkers and alsb
agriculturel inputs ror_inqustfy'at such prices as to keep
the cost of production in industry at a lower level for
accelerating accumulation and growth.6 |

1.3 The.Hisborical review

_The origln of cotton and the first use of cotton fibre
are shrouded in obscurity., Meny hi storioal referencés,
nevertheless, indicate that ﬁhe earliest civilization to
spin and weave cotton was thet of India and over 3000 years
India was recognised as the cradle of the gotton 1ndustry.7
The Arabic wor4d Qutun or Kutun has glven rise to the

English word 'ootton'._ The Sanskrit words, Kurpasa and



Kurps sum denoting 6o tton and cotton oloth ere mentloned.
in the sacred wz_'itingsi_'or ‘Manu and the word kapas must have

been derived from them.s

1,4 Importence of Cotton
' Cot ton, the white gold, is one of the important oash
orops grown in Indie. It 18 thevoldest among the commercial
crops of the ‘warlgl end it's oultiveticn has always sonnoted
a hifghv degree of qivilﬁz_ation, when the spinning and weaving
were known and precticed, Cotton mey be sald to be the most
extensively grown o'ommlerpiall erop of the world,

~ Among . the ou’?-t_tivated plents which meet material needs
of mn, cotton occuples an out stending position as next to
food clothing ,1; the prime need of life. Sinoe the dawn
of elvilisation, the problem of clothing has always remained
in the forefront and cotton has ever played the most
important pert in meeting this need of the mankind., Men-
made synthetic fibres which ere gaining popularity in modern
days are coynpetlng with cotton and other netural fibres, end
trying to challenge the supremacy of cotton fibre, But it
has not been pos si_ble so far. This ;ls smply proved by the
fact that cotton still forms more than 65 per cent of raw
fibre used by the world's textile indnstry end is finding
new uses.7 For centuries, the cotton iz entwined with
Indien culture and economy, In a sense the history of
cotton might be considered the history of Inaia.

Cotton occcupies a very important plece in Tndia's



egrioultursl economy. Among the important ocesh orops
grown 1n the country cotton stends the highest, occupying

a little over one third of the totsl area covered by these
cesh orops. ' It provides the essential raw materisl for the
largest industry of the country, viz., cotton textile
$ndustry, both the handloom &nd the mill producing the
cloth of the velue of about of 600 crores snnually and
meeting about 93 per. cent of the olqth:requirements of the
populetion. The producticn of o%ztgn sustélns a large
section of our fam populstion./ the hensloom and the mill
sectors of the cotton textile industry. Todsy, in Indie,

~ the cotton hendloom industry is a very importent an&ll
prominent cottage industry. This infustry absorbs the
large ohunk of everjg:owing population ené there by solves
the probiem of uﬁanplcyment‘and under employment.. Teking
25 lskh handlcoms end one rulltiqe worker per loom, this
sector of the industry alone engages 25 lgkh workers.9
The mills employ direotly over 8.5 lakh workers end the
cotton ginning and pressing tactorles.enpley additional
labour to the extent of 2 lakh workers. Besides, these,
the cotton industry provides e source of income to s vast
nurber of persons engaged in the trade of cotton, yarm,
cloth and in the menufsoture end in the sale of textile
euxiliaries, The cotton textile industry has high linkage

and hence there are wide renge of industries and activities

vhich in various measures depend on end derive their



sustenance from the textile industry, Exeluding food,
textile goods are the most importent consumption items of
the pecple. The industry thus touches the nstlonal economy
at meny points end hes e cheln and multiplier effeots on
1t, It has s sizable weight in the country’s index of
production end ocontribute significantly to 1t's grosas
national produst. -

From exports of raw cotton. and cotton manufactures,
 the country earns valueble foreign exchange, The cotton
textlle 1ndustry‘ro:ms a substantiel source of revenns to
the government 1; the form of taxes and Auties, The cotton
seed obtalned after ginning of kapes provides s highly
nutrious end concentrated food for wilch osttle and in fact
of late, Increasing quantities of cot ton seeds are belng
used for extrasctlon of oil for edible purpose,

Cotton has virtuslly no limitation on it's uses, It
15 the cheapest of epparel fibres. TIn edadition to providing
raw materials for clothing, cotton is used in the mammfaature
~of more than elxty diverse 1naustrial'produoté such as
eutomobile tyres, mechinery belts, bags for cement and
fertiliser ete, Cotton adopts iftself to multipliecity of
"uses and tastes in the reelm of household furnishinga,7
Despite extensive efforts of man-mede fibre producers, it
hes not yet been possible to incorporate into eny of them
as meny desirable properties as are inherently present in

cotton. Thus cotton still rules the fibre world it's



consumpti on belng 65 per cent of the totel consumption of
all the fidbres in the world. In Indla the mein use to which
ootton i1s put is spinning. The consumption of cotton by
the Tntlan mills coustitutes ebout 90 per cent of the total
producti on in the country end extra fastory oohsumption
account s for nesrly three to four per cent, A small
quantity 1s being utilised for surgloai dressing and in
other manuraotures_."’
1.5 QCotton Feonomy -~ Indls

The cultfvation of cotton extends over almost the
whole_sprtaoa,of.;he globe. The ehief cotton growing
countries sre 7,5, A, T.5.8.R., Tndia, Pakistan, Chins and
Fgypt. India waé the aseaond largest preducer of raw cotton
for the year 1955-56. At present Yndia is having the
highest erea under cultivation for cotton in the world end
it renks fourth in the producticn of cotton, The total
production of ecotton (lint) for the year 1932-83 wes 78.80
lakh bales vhich decoreased to 66 lekh beles for the yesr
1983-84. Vhile the area under cotton in the country has
been elmost statis eround 80 lskh hecteres psrtioularly
'ainoe the second five year plaﬁ. The everasge profuctivity
of cotton (1!ntf per hectare i3 only 167 kgs, as azgainst
the present world average of 3%7 kgs. per heotare, Among
the major cot ton growing sountries of the world the top
ranking countries in terms of production in 1930-81 were,

T.8.3.R,, M. 8,A.,, China, Brazile, Pekisten end Tndia.



{Table 1.1). However the highest average yleld of cotton
in the world has been recorded in Isreal whioch was of the
order of 1413 kgs, per hectare. It 1s thus clear as to
how low is the productivity of cotton in Tndis as compared
with other countries in the worla,

Table 1.1: Production snd productivity of cotton -
1980-81

- Country ‘Production in Bales Produotivity
T.S.A Cas,me 540
WS.SR - 14,200  &m
Indta 6,160 167
Pakistgm 3,300 | 306

Chima 12,500 506
Egypt 2,578.9 970

lv Afrioa | 5439 | | 285 f
Worla 65,753 387

Wlar - - @ e = w = - - Er M AR G A W e W W G W w W W W W e
Sourge: Indfan Cotton Annual = 1981-82,

-Before the Aawn of the twentieth'centu:y the area
under ootton in undivided Iudie was reported as 56,6 lakh
hestares in 1888-29 with en estinated total production of
26 lakh bales of lint. In 1889 there wore 12, textile
mills with 2 spindleege of 2,76 million and the consumption
of occtton was about 8.9 lekh bales, Indla was primerily an
exporter of cotton yern end textiles during the early



perlod.8

At the end of 1980 in the orgenised sector there were
638 ocotton textile mills in India with sn instslled oapecity
of 204,52 lakh spindles and»2.10 lakh ;ooms with paid up
cepital of s, 377.73 crores.. (Table 1,2).

Table 1,2: No, of cotton textile mills, spindles, looms
average No, of workers end psid up capitsl

in cotton produeing states snd in Yndia :

States No.of No., of No. of Average Paiad up
mills =spindles looms No. of capital
handled ingtalled workers - in Cr,
empl. daily

Maharashtra 106 34, 45,287 77,770 2,28,318 Glea 5k

Gujarat 112 39,91,272 64,127 1,96, 465 70.9k
Temil Nadu 177 48,99,214 9,881 1,05,193 63.32
West Bengel L0 10,75,150 10,052 52,389 31,69
Karna taka 31 8,110,230 6,522 36,007 16,47
Tndie 638  204,52,081 2,10,409  8,29,088 377.73

Source: Indian Cotton Annuel 1980-81 No. 62,

142 East Indian Cotton Association Ltd., Bombay.
The decentrelised sector comprising of Khadl, handloom and
powerloom acoount for 70.58 per cent of the total eloth
prodwtion which is of 7482 million metres, The demand for
cotton 1s expected to inorease at a faster rate due to
population growth, inorease in purchasing power and chenges

an inocome distribution. The neticnel commission on
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agrioulture has estimated that the demand for cotton
olothing will increase from 7,482 million metres 1n 1981
to 22,747 r_nillipn metres of oleth by 2000 A.D. To mtoh

the demand, production of cotton has to be inoreased.10

1,6 Progress of Cotton Production in Indias
Since Independence the acoelerated growth of cotton

produocti on formed one of the main aspects of agricultural
production policy. With the commencement of planning era,
preparation of systematlo programmes for achievement of
inoreased production was underteken with the following main
objeot;_ves. ‘ .
(1) Reapia spread of improved technology.
(2) Expansion of irrigated oot ton area,
(3) Expansion of high ylelding varieties and hybrids
and » |
(k) e price and a distribution policy which safeguards
the interests of both cotton growers and oconsumers
-end imparts the needed stability for cotton prises

-1n the longrun.n

1.6,1 During I end IT Five Yeer Plan period

- The first and second Five Year Plans laid main str}ess
on Ineressing area under cotton, under 'grow more cotton
| campalgn', Steps were also teken to inorease the
productivity by popularising epplication of fertilisers and
adoption of improved oultural practioes. Financial .

assistence were given to the cotton growers and the State
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Government s were assured the necessary assistence for
vigorously pursuing the cotton extension schemes, As a
result the snnual cotton prbduotidn during the First Plen
peri od was 36,55 lakh bsles representing en increase df

27 per cent over the base period 1950-51, Turing this
period the yleld per hestare averaged 93 _kgs; ‘&8 oompared
to 88 kgs, per hectare over the base year, Turing the
Second Five Year -Plén thiarincreased‘ prod ueti on trend’ _
continued, the average annual cotton'p:oduetion was 45.89
lakh bales which is an inorease.of 60 per cent over the
base year and 26 per cent over the First Plan period annuel
average, The average yield per hectare was 105_kgs. as
compared to 88 kgs, in the bese year snd 93 kgs, per hectare
during the First Five Year Plen period, -

1.6.,2 During the IIT Five Year Plen -

.- During this period the main emphasis was on inoreasing
the yield per heotare., Towards this end, schemes for
intensive cultivation populsrly known as 'Package Programme'
were launched from ‘1962-63. Further development work was
streamlined by integrating all the component items like
seed multiplicetion snd distribut ion schemes and cotton
extensi on sochemes into a co-ordinated sotton devel opment
in each state, Several incentives such as subsidy on
improved seeds, pesticides and equipments, sllocation of
edditionel quantity of fertilisers for cotton, extension
of aerial spreylng to ocotton amd meeting two tﬁtrds of oosts
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thereon by the Govemment of India, aeppointment. of
additional steff for cotton development work and raising
the floor and oeiling prices of different varieties of
cotton were provided, As a result of this, during the
Third Plan pericd average snnual productlon of cotton was
57.37 lakh bales which wes higher by 12 per cent than the
Seéond Plan period snnusl average and by 79 per cent over
thenbase year (1950-51) produotion., The level of
producti vity aléo registered 10 per cent rise over that in
the Second Plan period to 116 kgs, per hectare during the
Tbi:d Flen periocd Qndrby 32 per cent‘over'the_base year.l1
1.6,3 IV end V Plen period

During thils period the empha sis was focused on reising
productl vity per heatare. For this purpose much reliance
was placed on package progremmes which were implemented on
a wider area, giving priorities to tracts with essured water
supply and lesst elimstic hazards,  In order to meintein
. tempo, a part of the programme was taken up as centrally
sponsored scheme from 1966-67 onwards. Annusl ecresge of
production of cotton during the period 1966-69 deolined
from 57.37 lakh bales at the end of this Third Plan to 51,9
lakh bales, The year 1970-71 witnessed a serious orisis
in cotton produwetion as it declined to 45 lakh balea; This
made it very clear unless more determined and bold efforts
were made 1t would not be possible to gein the reguired

inocrease in production particularly when it was to be
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achieved by inoressed productlvity per heotere, The
existing progremmes, it was felt, were not surfioient anéd
too modest to produce the desired results Quickly. These
messures covered only little area which wes scettered in
several districts of each state. It wsaxfelt that State
Covernment s had relegated cotton to & secondery position
be&ause of their main pre-occupetion with; the scheme
intended fbr'raising the produotion of food oropa.' Thus
the compulsion of the sitvation demended & new and really
a massive eftort by the Govemment of Inﬂia to 1irt the
country out of the morass of the cotton dhortege.ll
It was egsinst this background that the new Intensive
Cotton‘nistrict Programme (ICDP) vas concelved and launchel
in the year 1971-72. The earlier epproach of taekling
small areas diapersed over several diatricts were given wup.
It wes decided to oconcentrste resources in a few seleoted
diatriots. For this purpose the'whole,distriot wés teken
up as a unit for: coveraga by the recommended package of
prectices. In the first instence, the progremme wss teken
up in fourteen key distriots of the nine~major cotton
| groving ststes, Thé mein thrust was on 1rriga£ed cotton,
vhich offered the ﬁaximum potgnti§1 rof 1nor§aaed produetion,
The entire irrigeted ares in the selected Mstriot was
sought to be oovered is a phased mannef. |
Another major strategy adoptéd und er the ICPP for

pushing vp produotion was the inereased relisnce on the



repid spresd of the high yielding hybrid cotton to their
meximum poteritial, For this purpose the produotibﬁ of
their seed was sccelerated under specifiec sub-schemes,
Similarly the production of nucleous and foundation of
seeds of all the importent varieties of cotton was slso
taken up,

The intensive effort made under the programme appear
to have borne fruilts. Despite unfavourable westher.
oon8itions in several leading cotton growing states in
1972 -73 exd 1973- 7h the produot!on was malntained at the
high level of 5#.17 lekh  bales end 59,19 lakh bales
respectively. The production of cotton for 1975-76 was
56.19 lakh bales. And for the year 1976-77 production

1pc:eased to 72.25 1akh bales.l1

1.6.4 YI Five Yesr Plan period {1980-85)
The cotton devel opment effort during the Sixth Plan

periocd would essentially aim at transfer of available
lmproved technology to as large area as possible with a

view not only to stepping up the level of prodﬁctivity per
heotare but elso to lmperting better stebility to production
particularly in rsinfed areas, For this purpose a three
pronged érive would be undertaken to (1) bring in mazimﬁm
area under intensive cultivation both irrigated end rainfed
tracts (2) step up the area under irrigated cotton end (3)
meximise the area under high yleldinz hybrid ocotton. The
existing centrally sponsored ICDP which incorporastes this
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strategy wﬂl be oontinuea during the Six Plan perioa.

The Sixth Plan aimed at a target of 92 lakh bales
against 72 lakh bales showing a growth rate of h.6 per oent.lz

All Tndia ﬁnal estimates plaoed the producti on of
ootton at 65.82 lakh bales in 1983-81. as oompared to 75.3k4
lakh bales achieved during 1982-83. The area under cotton
during 1983-84 was estimatea at 77. 65 lakh heotares as
agal nst 78 77 lakh hectares in 1932-83 Thus production
and eres und er cotton deolined by 12,6 per cent and 1,3 per
cent respectivmly 1n 1983-8# over 1982---83.13 Deorease in
the preduction of cptton has been mainly rep_orted_ by Punjab,
Maheras‘ntra, ‘Haryana, Gularat and Mediya Pradésh and 1s
attributed ahz'lnkaga in erea, as well as lower yield rate
In 1983-8, dus to excessive rainralls, bolls shedding end
pest infection ln some of the maJor cot*on growing states.
Bovi over sta_tes like Andhre Prndeah, Temil Nadnu, Karnataka
and Rajasthan have reglstered increase in production dvuring
this period;
1.7 DIrice Policy for Cotton

An epprorriaete price policy 1z a urucial factor in the
strategy of agrieultursl develcpment. Firstly, modern |
egrl oulture increagingly tnvolves the use of modern postly.
inpute as part of !mproved' téohnolcgy and hence as assured
minfma prioe tecomet e necessazjr undetpinning for sustained
agriculture)l produoticn, Secondly, price polioy is elso en
important tool for feoilitating orop plenning - an aspeot
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which so far has not Teceived adequate attention in this
country. Finally frioe policy can be geared towards
ensuring thaet the relevent income levels of the farming
communi ty are:nob“aroqéd by_pontinning‘unfavourable terms
of trade between agrisultural sector &nd ron-agrioultural
9°§t°rf12 , o ‘ S

It is wellknown fact that unless remunerative prices
are assured to_thg_ag:icultu;ists»th:ough:a prcper‘marketing
system, they cannot be expected to put their heert snd seul
into the't;ék‘ef-p?oduoing_more_foodand fibre orops for
the nation, Unstable p#icesignd suooessful agrienlture are
incompatible with gaeh other. ‘ 7

Theimain‘objeotiye of cotton.prieerpplicy is to safe ’
guard the inxcrest of both the producers end the consumers,
In parsuénce of this obJeotive every yesr the floor prices
of 1lint snd rew cotton are‘being preseridbed by the
Agriculturel Prises Commission. The floor prices assure
~the‘producerg thet 1in the caée of seasonal glut their
prodw e would be purcheased in unliudtad quantities at the
suppert level by the vaernment agenoy or Government owned
or Gevernmsnt partnered egencles, In the ocase of serious
imbalances in the supply and femend position resulting in
sharp upwerd pressurs oa faw cotton prices which mey result

in steep rise In cotton fabrio prices, the Governm@nt would

interfsrg and iry to srrest the further rise through several

measures.ll
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‘The metn basis of Agriculturel Prices Commission's
announcement of floor prices at the beginning of the season
is ghe cost of cultivetion plus a reasonable pfofit for the
px;oduo.er. From yéar to year 'the ohahge in prices of inputs
like fertilisers and. posticides were also taken 1nto acoount,
Another 4mpocrtent consideration is that the process of
teéhnologioal break through, which has recently began tt;
unfold itself in the oulti%ation of cotton be strengthened
and carried forward throﬁgh.among other's, the maintenance

of favourable pric'e‘c:limfznse.l'!'b
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" CHAPTER IT

EARNATAKA AT A GLANCE

qapky
2.1 Climate and Tono?_e-g

The Karnateke State 1s situated between 11° 31! and
18° 45! north latitudes 7,° 12' end 78° Lo' eaét longitudes
end 1ies in the west central part of peninsular Tndia.
It's maximum length from north to south is about 700 kms.
and from east to west LOO kms, It is bound on the north by
Maharashtra State, on the north west by Goa, on the east by
Andhra Predesh, on the south and South east by Temil Nedu,
on the south west by Kerale end on the west by Arablen sea.

The State consists of narrow elongated belt between
the Arebian sea and the Western Ghats, with strikingly
exjulsite end enchenting ocastline of sbout LOO ¥ms. the
hilly trect of western ghats with it's magnificient renge
of scenlo beauty and even green forests, a brosd undulating
terrain in the south, the tank country of Ksrnataka _
rermresenting the earat while Mysore State and broad bnt
less undulating in the north covering with lenq scape of
monotonous, seemingly endless orystallins plateau with
black end rich cotton soll and large open treeless fielas,
The contrast between coesstal plain and the oentral piateau
is striking., The eastern part of Kernateka is in general
a rolling plateeu which i= traversed by several i1solated

ridges end series of quaint, aw-inspiring rocky out-—oi‘ops,
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and gigentiec boulders gi ving rise to seire atmosphére;16

‘ Kernateka has climates renging from'thé‘venf moisty
rainyvmonsdbn qiimaﬁe with west ocomst, the western ghats,
end Malnad aress, to the seml-erid olimate of Bellsry and
Bi Japur reglon, The renge or‘olimates within a west»cdast
¢1stence of ebout 190 kms, between Agumbe in Tirthshallli
‘taluka of Shimoge district with en ennuel rainfall of 8276
o, &nd.Chéliike:e:in chiﬁradﬁrga distfigt'with'ah annuel
péinraillof 456 um, is indeed remarkéble,‘ Agumbe can be
oéliad the cheéréppnji_of'southern Ihdia; Of the heavy
x;ainrall‘stationsin India, wi-th_ an annual rainfall of
more then 5000 mm, four are in Karneteks. These are
Agumﬁé in Shimoge distriot, anquagamanga;a (6032 mm. ),
Pullingotn (5947 mm.), end Mekut (5054 mm,) in Kodagu
diafriét. The normal reinrall in the state was 1,359,7 mm,
end the actual average reinfall in 1982 was 1267 mms, 'Wlﬁh
it's‘améziﬁg_variety of topogrephic end olimatio'expressions,
uniqﬁg(dréingge patterns, colourful heritage of wildlife,
eventual history, rich oultural traditions, and en unending
vista of Soenlo Beauty and excellance, Kernataka has
deflnitely made unique éontributions to the wealth of
Indian oﬁlture end heritage.

2,2 Land_snd People
The total geogrephical area of the state is

1,92,204 sq. kms, or ocouples 5.35 per cent of the total
goographicel earea of the ccuntry., In terms of afea t

Q‘d
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Kernataka is the 6th largest stete in India,

Acsording

to 1981 ocensus the geogrsphiocal areé’ns per the village

papers stocd at 1,90;&9,836 Heotares mnearly 55 per cent of

which was thé-net area sown.

(Table 2.4),

Teble 2,A: Lend Utiiisatign in Kernatake ag 6n 1978-1979

sr,
No, .

1.

Totel Geogrephical Area
‘&) Professional survey

b)

Village papers

Forests

a)
b)
o)
o)
b)
c)

a)

a)
b)

)

Area put on non-agricul;
turel uses

Berrenv uncultivable

Land not available ror
caltivetion (4+b)

Permenent pastures anad
other grazing lands

Land under miscellaneous
pur pose

Cultiveble waste
Cultivable lsnd (a+b+es)

Other than eurrent follow
Current follow

Totel fallow lend (a+b)

 Totel ceultivable land (4+5)

Net srea sown
Ares gown more than once
Tot al oropped area

Totel No, of irrigation well
as per 1970-71 ceasus

Area in
Heotares

1,91, 44,621
1,91,15,9N

29,91,35k

9,39,919
8,71,698

18’65'617
15,14, 654

3,22,508
5,84,669

24,21,931

65173614
9,49,759
15,67,373

30,89, 204
11,03,59,816

7:99,349

1,11,59,165

20,33, 000

Pareentage

to totsal

- 4w @ W W W

15

- . = w e =

Source: Karnataka Gazette174982, Government of Karnateka,

Bangal cre,
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Only 15 per cent of the net area sown was. 1rr1gated or
vhich cenals, teanks, wells end other sources had aocounted
for 5,80,956, 3,21,333, '4, 02,069 ang 1,66,956 Hectares of
irrlgation‘ respeotively. 'Thus, the ecsnals, wells, tenks are
the fmpor tent aources of irrigstion in the state.;é

. Impor tant ocrops grown in the state are Jawar,'ootton,
- padady, ragi. pulses, groundnut end bajra arranged in the

desoenﬂing ordar of the area under orop.

Table 2,B: Area, yrodvetion end average yleld per hectare
in Karnateka Quring 1929~3g, 193g-§1 -

Grop T T T T T TiggeBeT T T T T N 1=
Area * Produotion Yield *Area Production Yield

T wm PR S AR W W ST AR dm W WS S W A s OB AR Ge WP SP an En WD . Er WP Y Gh am WR e Ee

Rice 1,173.6 2,389.6 2,019 1,084.7 2,210 2,037
Towar - 1,931,8 1,839.2 - 952 1,625.3 1,396.8 859
Bajra 660,0 244,30 370  483.9  200.0 413
Malze O 14k.9  386,9 2,670  151.0  397.7 2,634
Small Millets 439.9  202,6 461 368.3 180.0 489
Wheat ' .378.8  .229,6 606 . 301.1. 177.8 591,0
Total 5:911.2 6,733.1 1,139 4,924 5,722 1,162
Tur o 353.5 2346 664  310.4  200.0 644
Total Food- |

grains Kg. 7,452.9 7,370,9 989 6,204.2 6,349.6 1,023
GrounAnut 878.7  636.7 T2k  767.h  457.9 597

Totsl S '
Oflseeds  1,239.2  772,2 623 1,146, 4 607.7 530, 0
Cotton 1,068, - 765.7 122 985,3 706 122

Area in thousand hectare,

Production in thousand tonnes.

Yield per hectere in kgs,

Cotton production in beles and yleld kgs/Heotere.

------------------------ -*---l.--

Source: Directorate of HKoonomics & Statiatics, 1980-81,



22

About 26 per cent of the srea was covered under High
Yieléing verieties, Among these crops cotton ooccupies a
primier position with regerd to both area end production.
It cccuples 12,2 per cemt of cultiveted erea in the State
and account for ki per cent. of the total srea under oash
crops in the State, For administrative purposes the state
is divided into divisions, districts and taluks. It
comprises 175 Teluke grouped into 19vdistrict>s_v;vh1ch are
in tﬁrnl.distribm.:e’d 1pto_h. qivisioﬁs.. (Se_e map). Kernatake
State was inhabited by 3,71,35,714 peopiile:ai_nd 71 per oent
of these lived in villages as pe'r} 1981-82 ocensus. The
density of population was 194 persons per sq. l:ms._,17
The number:of owner cultivators in the state during
1978-79 was of the order of 35.51 lekh.of which as high es
97.94 per cent was acoounted by the individual -hpldings |
and the rest by the joint holdings. (Table 2,C). fu:‘_bher,
76 pér cent of the operaticnel holdings were less than 4
heota;‘ea in ‘sizes but aocounted for only 35 per cent of
the total area under operation. Thus 65 per cent of the
area iunder oul,tivation was operated by _ieas than 25 pe'r
cent of the cultivators.
2.3 Industry end Mining )

- There were 10,838 registered factories in the State
enploying 6,95,146 persons. Of the fasotories, there were
3334 textile faotorles, 326 ohemloal faotorles, 1368
engineering factories during 1982-83, The value of minersl
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Table 2,C: No. of operstional Holdings and Area
: . opersted in Ksrnatska duri 1G78-

Sizes cless No. of opgrational o Area of operation

in Heotares holdings * . in Hect,
Indivi- Joint Total Indivi- Joint Total
dusal ‘hold~ ~dual - hola-
hold- ings hold- ings
ings ‘ ings

Below 0,5 5,19 0,08 527 1,35 0.02 1,37
0.5 - 1,00 5.46 0,08 5.5 406 0,06 412
1,0-1.20 824, 016 840 11,97 0,23 12,20
1,20- 3,00 &80 0,11 &9l - 11,60 0,26 11,80
3,00- 500 2.90° 0.07 297 9.9 0,25 10.19
L, 00- 5,00 1,97 0.05 2,02 8,70 0,23  8.93
5.00-10.00 409  0.12 421 28,16  0.83 28.99

10,00-20,00 1,71 0,05 1,76 22,71 0,73 23.44
20.00-30.00 ©0.30 0.01  0.31  7.05 0,21  7.26
30.00-40.00 0.08 N 0.08 2,74 0.06 2,80
40.00-50.00 0.02 N -  0.02 1,03  0.03  1.06
60 amd sbove 0,02 N 0.02 1,42 0,03  1.45

Total 34.78 0,73 3551 110.33 2.9 113.67

N = Negligible, »
- Area in lakh hectares.

Source: Karnataka Cazetter 1982, Government of
Karnataka, Bangelore,
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prodwe during 1982-83 wes of the order of about . 70
crores end the. number of workers employed in mines wes
sbout 17,000,

2.4 00-operative Sccieties

~ Number of co-operative scuietias 1nc1uding liqnidated
socleties as on 30th June 1982 were 22,590 in the State
end were somprised of 5048 Agrieultural Oo-operative
Marketing Spcieties_. : Membe;-ship in all types of qo-operstive
socleties was about 82 lakh, The short term and medium
term loans edvenced by Agripultural Co-operative Merketing
Scoleties and Co-operative Credit Societies emounted to
Bs. 8965 lakhs end 1647 1akh’re‘spe‘ct1ve1y for the sams

pgriod.lT

2.5  Cotton Eoonomy = Karnataka

2,51 origin or cotton Cultivation in Karnataka

" Cotton 1s an 1mp9rtant fibre as- well as commerecial
crop of Karneteka State, It supplies the most 1mportant |
primary requirement of menkind next to food viz, rainz_nent.
The origin of cotton oultivation in Kernataka is 6bsoure.
But we find that cot ton growing' and cotton menufecturing
were wel‘l establisheq long before the ocoupetion of
Kernateke by British, Two varleties of cotton were grown
viz, (1) Peva Kapas (Gossipium Arborium), a tree eotton
plented in gardens and temples ﬁear wells end (2) Jawert
Hattl, looel cotton (Gossipium Harbactium), The kef&s of

the fermer quelity was hand ginned end cotton wes vsed in
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making sesored threeds an;!‘ iamp wiol}:s, The kapas ot the
latter qﬁality w»asiginned on the foot roller gins and was
consumed locelly by hand mills or t.rans-shippedﬁ'via Kemta
Harbour.2 o o o |

The products of these hand mills not only clothed
the people of Kernatake but elso met foreign demend, In
addition to the total demsnd within the state for the
produots-of hand ‘mirlls there are inferences to show that
the products even:reached Great Britaln during the first
half of the 18th century. |

Mz, ‘Randall in his memoir of 29th March 1819 on
cotton ocultivation menti oned : "But the new territques in
Doab especislly ebout the Krishne, the Malleprabhe, the
Ghateprabha, WKerdha end brenohiunz streams of the fivers,
' are places admirably adopted for a grand experiment in the
culture and growth of ocotton." He further stated that
native of Indis themselves wil]. undertake eny new acheme
1s contrery to long and wide spread axperieno e, ‘I'herefo;-el
he was of the opinion that, it was the government who should
teke the initistive end introduce new methods and better
sceds for the oultur_e and growth of cotton in Moad,  Thus
the recognition of the potentiality of Karnataska for growth
of octton cen be traced back to.the esrliest deys of

British rule in Karnataka.18

Bombay Karnateka passed from the hands of Peshwas
to the British. The importanse of these political kchanges
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had immence effeot on cotton growing, In the following yeer
the commeroiel Resident recommended the distribution of
Brazallian, New Orl.eans end Sea Island cotton seed in
Dharwad. In the year 1829 regular experiments were
underteken to improve the looel cotton end to introduce new
foreign varieties of cotton.
2, 5,2 Soil and Clim te

Soil and climetic oondit:lons prevailing in meny
parts of the state are favourable for oot ton c;‘opping and
henoerotton is grown extensively in the state, ‘Karnataka
has more then 10 lakh Hecteres under cotton area, It is
x_:ext_:-only- to-Maharashtrq ,Stvate. Besi_dea acreage,__tha state
occuplesg an importent position in production of cotton since
e fairly large proportion of the srea is Hirlsutum end other
medium and long steple cotton.‘ Although cotton is grown
practicelly all over the state it's cultivetion ig
concentrated more in certsin parts of the state (see map)
as soll and climatic conditions ere more suitable for
cotton in those perts, These parts also differ in time of
recei pt of rains and onset of Ary weather oconditions,
_Aooordingly the various cotton belts are sub-Adivided into
di fferent cotton zZones as fallowac.:_19
1. The eostal staple cotton zone, |
2, Dharwar Amerioen Kharif qotton zone,
3. Mysore Americsn cotton zone,

L. Trans! tion Herbeecium cotton zone,
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5. Tharwar imericen cotton zone.
6. Eastern dry Herbaclum cotton zone.
7. Irrigeted Hirusutum zone,

Importent dlstricts of the state where c6ttqn is
grown extensively are Reichur, Dharwar, Bl japur, Guibarga,
Belgaum,‘Bellazy‘and‘chitradurga.  Among the ohief cotton
groﬁing districts of the state, Ralchur has the first plsace
in so far es erea under ooﬁton‘is ooncerned and emong the
teluka of the district Sindhanur stends first. The total
area under crop in the district comes to 28,64 of the total
area under cotton {n the state.

2.5.3 Aree Production end Prodwctivity

_ ‘Among'the-major‘ootton_growing states of Tndla
(Gujarat, Maharashtra, Punjab, Kernatske esnd Rajssthan)
Karnateka ranks third in area and fourth;in production
respectively., The state of Karnataka had recorded on an
average area of 10 lakh hectares during the period 1961
through 1980 with production of 6 lakh bales of cotton.
(Teble 2.D), On the eve of plen period in 1950-51 the
area in the state under cotton was 9,28 lekh hectares and
production was 3.16llakh beles, This incressed to 9,55
lakh heotares and 3.76 lakh bales respeotively for the year
1955-56. Yield of cotton lint per hectare inoreased from
62,25 kgs, to 70.6 hestares durfng the sasme period. Turing
the Fourth Plan period (1969-70) the aréa increased to
10.88 lakh hecteres and production to 5,64 lakh bales; and
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Table 2,P: Ares, Production end productivity of cotton
in Indis end Ksrnataka during 1970-71 through

-"—‘--“--ﬁ--bﬁﬂ--—-“—------—ﬂ.

In *000 In CO0 List in* In '000 In 000 List in

" Heat, bales or kgs. per! Hecot, beles or kgs, per
170 kgs. Heot, ! 170 kgs., Hect,
INpIA o, EARNATAKA -
Year © Area Prodw- Yield Area  Produo- Yield
| tion ' tion
1970-71. . 7,605 . 4,763 106 995 364, 62
1971-72 7,600 6,950 151 1,078 602 95
1972-73 7,679 5,735 127 888 L43 85
1973-7, 6,574 64309 142 1,028 720 119
19775 7,562 7,156 161 1,073 793 126
1975-76 7,35% 5,950 138 956 587 104
1976-77 6,885 5,856 14 759 160 103
1977-78 7,866 7,243 155 1,004 802 136
1978-79 8,087 7,927 165 1,066 823 134
1979-80 7,065 8,126 162 1,114 469 83
1980-81 7,820 7,823 152 956 . 620 103
1981-82 7,990 8,057 165 1, 040 653 123
1982-83 7,871 7,534 162 1,087 520 108
1983-8, 7,765 5,682’ | 910 600 124

¥ Fourth forecast estimate,

Source: Cotton Torecast reports, Agrlcultural Situation
in Imlia.
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yleld inoressed 99.6 kgs, per hectare. And for the-year.
1983 -8, the area under cot ton was 9 lakh hectare and

production 600 lakh beles; yleld per hectare was 12l kgs,
' (Table 2.D). |

2.5.4 §gge aspects of Cotton Devel opment

Cotton is one of the most important commeroiél_crops
playing a key role in economic end sooie; affalrs of the
state. There are various schemes in operation in the State
for the development of cotton. The comprehensive cotton
development.sdheme 18 ocovering the entire State. The area
covered in the State under different varieties of cotton
is 9,09,641 hectares and 85,466 quintals of seeds héve been
distributed, The centrally sponsored Intensive Cotton
Deielopment Scheme is implemented in rainfed snd irrigeted
aress., The areas imn Dharwar, Gadag and Haveri, in Dharwar
district Bagalkote and Bi japur in Bijapur distriot are
rainfed and districts of Bellary snad Raighur in Tungebhadra
projects; and Névalagund, Néragundé, Sbundatti, Remadurga
and Banashenkeri, Badsami in Maleprabha area sre irrigated
where this scheme 13 operating. The progremme includes seed
distritution, fertiliser distribution, plant protection
measures demonstrati on and grading of kapas.16 There are
important cot ton regions in the State viz, (1) Dharwar

(2) Reichur (3) Arsikere-Basnavar. Three seed multiplicetion
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end distridbution schemes are funetioning in the abovg
three zones, _An important festure of the sotton devel opment
work in the 'Agrl cultural Department of the State is
dl stributi on of pure seed of imprqved'verieties in large .
quentities possible, ‘ |

The Hybrid-4 13' credited with a recorded yield of
8706 kgs, of kapa's per heotare in Bellary district of
Karnataka State, The aversge yleld from this strain 1s
placed at 3500 kgs, to 4000 kgs. of kapas per hectare,
. Vhile the average yield per hectare other varieties of 920
kgs, of kapes in rir-l_'!_.gated areas end 250 kgs, in non-
irrigated areas, Spectacular progress has been schieved
1n the case of cotton with the 1nt:por}uoti on of Varalaxmi
cotton, a long staeple cotton vgriety, 'I'he oredit for
evolving this varifety goe‘s to the State, -
2,5.5 Regulated Markets for Cotton in Karnataeks

. There were about 115 regulated msrkets in the State
wherein the regulation o;;;rketing of fam produce had
been enforced et the end of the yesr 1980 of them 64
markets had sought the merketing of cotton within the
regnlatory orbit. Out of these 6 markets where cotton and
1t's byproduots are not 11‘160 for the purpose of regulstion
no transaction takes pleoce in 11 markets. Thus there; were
53 reguleted markets for cotton. The number of regulated

market s where ootton was notified for regulation during

dif ferent decades 18 given in the following table.



.---—-----—‘---------_---ﬂ---

pericd otemitones T setal e
19 30-40 5 5
1940-50 15 20
1950-60 22 L2
1960-70 11 53
1970-80 11 6l

Source: Karnataska State Agricultural Marketing
" Board, Bangelore. '

The highest number of regulated markets for cotton
were established during the decade 1950-60, followed by the
decade 1940-50. Nearly 85 per cent of cotton produced in

PR

the State of Karnetaka 1s sold in the regulated markets,

Further it i{s presumed that the remaining 15 percentage is
- despatched out side markets (outside the Stete) directly
from the producers. Thus regulated market form a& very

importent chennel of sale for cotton in Karnataka.6
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Table 2,E: Regulated Markets for Cotton ¢n Karnatseska

--wu-qqﬁq-qnq—-q'q—qq-ngqwqqq

Sr, Name of the Year of Year of
No, Market Establishment noti fication
1, Challekere * 1957 1974
2, Chitradurga 1951 1959
30 Davangere : 1948 N, A,
b, ~ Harlher 1961 1961
5, Hiri yur 1959 1959
6, Channaglri . 1966 N. A,
7. Shikaripura 1964, N. A,
8, Sira 1956 N. A,
9. Athani ' 1947 1947
10.  Beflhongel 1935 1937
11,  Gokak 1948 1948
12, Kudachi 1961 ' 1961
13, Ramdurge i958 1965
14, ' Soundatti 1962 _ 1962
15, Bagalkote 1945 1945
16, Bf japur 1938 1938
17.  Jemekhanai 1951 1951
18,  Talikote 1963 1963
19, Annigere 1948 N, A,
20, Byadagt 1948 1948
21,  Dharwer | 1947 1947

22, Gadeg 1943 1947



- ey P E» AN e W W W A Gp S WG WP YE WA WP S W A @ AP AP W AR W ey W

1 2 3 3
23, . - Haverl 1954, 1984,
24, Hirekerur 1963 . 1963
25, Holeaur 1959 1959
26,  Hubli 1938 1943
27,  Kundagol 1951 1961
28,  Laxmeshwar 1952 1952
29,  Mundergl 1959 1959
30 . Naragund 1949 1954
31,  Renibemnur 1952 1956
32, Savanur - 1951 1956
33. = Bellery 1949 1949
34 H.B. Halli 1973 1973
35,  Hospet 1973 | 1973
36. Kot tur 1973 1973
37. Siraguppa 1973 1973
38, Aurad 1971 - 197
39. B, Kalyan 1951 : 1951
40, Bhalki 1949 N. A,
L1, Bldar * 1940 N. A,
L2,  Fumanabed * 1975 N, A,
L3. Chittepur 1951 N. A,
L.  Gulbarga * 1940 N. A
L5, Nalwer * : 1951 - 1951

46, Saidapur 1951 N, A,



1 2 . 3 . b
L7, Sedem 1947 1951
48,  Shahabed 1951 1969
L9.  Shahapur 1951 N, A
50 Shorapur 1951 N. 4,

51, Yadgir 1947 N. A,
52,  Reichur | 1934 - 1934
53.  Deodurg | 1973 1913
54,  Gengavatil 1953 1953
55. Koppal T | 1948 | N. A,
56.  Kustagl 1958 1958
57. -' Linzasgur o 1970 | 1970 ..
58. "  Manvi 1971 1971
59. Sindhanur 97N 1971
60. | Yelburga 1973 ~ N.A,
61.  Kadwr 1957 1957
62,  Arasikere 1957 1950
63,  Mysare ¥ 1954 ’ 1959
64, ,' 'Nanjenagud 1954 - 1956

- ap W S W W W o W e W e A T A W T W ms SR M Gy W AP W W W

N.A. = Not Aveilable. |
¥ Arrivel of cotton has stopped,

Source: Karnstaks Agri cultural Marketing Boerd, ‘
Bengal cre, '
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2.5,6 Price Policy

* Price policy of Govermnment is one of the importent

incentivea to the cot ton producers to grow inore cotton of

/

superior quality. The Government snnounces the minimum
suppert prices (Table 2,F) both for cotton lint and kapas
every yeer, '

Table 2,F: Farm Hervest Prices in Karnetaka and

Agrioulturel Prices_Commission's Prices
for Kepas_durling the period 1971-72 - 80-81

W W GE W a W s W M W W W W au N R GE A AR EF WE e e S wp R W ww e

Year Farm Harvest Price recommended Difference
- prie es by APG ' . o
1971-72 225,00 142,00 -+ 83.00
1972-73 339.00 170,00 ~ + 169.00
1973-Th 260,00 . 195,00 + 65,00
197 =75 261,00 210,00 -+ 51.00
1975-76 404 . 00 o 220.00 + 184,00
1976-77 331.00 | 255,00 4+ 76,00
1977-78 311,00 255,00 + 56,00
1978-79 331.00 290,00 + 41,00
1979-80 332,00 - 275.00 + 57,00
1980-81 434,00 300,00+ 134,00

- The Cotton Corporati on of Indle isv obliged to buy
unlimited quantity in case prices of cotton Tell below the
support price, It may be seld thet buying of 6ottcn by |
Cotton Corporation of Indie in Karnateke appesrs tn be
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quite erratic (Tsble 2.G), Farm harvest prices for
different varieties of kapas in Karnataka are far higher
than minimum prioce announced by the Agricultursl Pfices
Commis sion, -

Table 2,G: Cotton Purcheses by Cotton Corporstion
of Indiie -~ in Karnsteka during 1971-72 -

1980-8
"7 Year Quantity purohesed in
000' bales of 170 kgs.
1971-72 21
1972-73 ) 1
1973-7 55
1974-75 2
1975-76 24
1976-77 62
1977-78 35
1978-79 - 56
1979-80 , 121
1980-81 | 104
1981 ~-82 62
1982-83 86

Quantity purehesed is in thousand bsles of 170 kgs. lint.

Source: Cotton Corperation of Indis.
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CHAPTER TTT
SOME CONCEPTS IN MARKETING

3.1 Meaninzg end Nefinition of WMarketing

Agriocultursl merketing is a process which starts
with deoislon to produce a salesble farm commodity and it
involves all aspects of market structure or system, both
funoc tionel end institutionel, besed on technicsl and
economic considerations and includes pre end post hervest
operstims, assembl_y, grading, storage, trangportation and
distribution.20

Prof. Richard Kohls contends that marketing is the
performénoe of a8ll -bu siness eotivities involved in the flow
of goods and services from the point of view of initiel
agricul tural production until they ere in the hands of the
ultimete consumers, 21

A comprehensive definition of merketing has been
provided by the definiti on committee of Americen Assosistion.
According to the Committee, marketing 1ﬁclndes all sotivities
having to do with effecting chenges in the ownership and
procession of goods end possession of goods end servioes.

It 1s that pert of economics which Adesls with creation of
time, <place end possession uvtilities end thet phase of
business acti vity through which humsn wents are setisfied

by exchange of go0ds snd servioes, for some vaeluable

consid eration.
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3.2 Significence of Azri culturel Merketing
In a8 market eednomy, the efficiency or otherwise in

production exists only as a potentiality, but the sasme in
prectice is fealised through exchenge., Hense, the cruclal
importence of exchange, the extent of realisation of income
potentiality through exchange, initially existing on
physiocel outputs, is what measures the 'efrioiency of the
marketing‘ system. 4And the marketing system in its turn
crucially influences the decislions regarding not only the
'cmantity end the type of output to be projduced, but also
the technology to be used for the purpose.6

_ The merketing of farm produacts is a matter of great
interest to the farmer, the consumer end the middlemen.
To fermer it provides the channel of communicstion between
him end the sooi'ety end glves him ocontlinuous informaetion
about the demend for his products. The consumer views it
as 8 means of supplying his needs, sinoe marketing helps
In reising the stend ard of living of the people by
satisfying the multitude of needs and déslres of consumers,
The middlemen depends upon a margin between the farm price
end consumer's price that will emply rewasrd him for his |
servioes.22 The basis of agrionltural merketing is thet
farm produwsts ere stored, trensported to 8 plasoce where
wented st the time desired and transferring to those
desiring them, It is for that reeson marketing;h‘as become

part end paroel of modern production process., Market
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reform, therefore ought to be an integral part of eny policy
for asgricultursl devel opment. Normal economic incentives
for fermers to inorease thelr productivity cen operste only
to the extent thet the marketing system enlarges the msrket
for their produce and brings them a reasonable price for it.
Thelr desire to eern lerge cash incomes cen be stimulated
by é marketing system that brings their cheap consumer goods
and their effort to increase productivity can succeed only
if the system delivers needed inputs. Marketing is es
oritical to better performence in egriculture as farming
itself end should t;e treated with equal care, n23

In the present dey the need for increasing the
producti on of food and fibres in the country to solve the
shortege of food and other farmg$ besed industrisl raw
materials, the marketing of rgrm produce to the best
advantege of the producer is of utmost importance. !EEL
call to produce more without providing e merket machinery
which assures a fair returns for his produce cerries no
conviction with the farmer. In this connection, the
observations made by the marketing committes of the U.N.
Conference on Food end Agriculture held et Quebec as early
as 1945 are worth quoting. "Msrketing is the erux of the
whole food end egriculture problems. It would be useless
to inoresse the output of food end would be equally futile
to set up optimum stendard of nutritiom, unleas‘means could

be found to move food from the producer to the consumer at
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a price whioh {s remunerative to the producer and is within
the consumer's ability to pay. Similsr conditions epply to
other agri culturel products."™ It cen be therefore sasid that
wiﬂ:out- proper marketing, storsge end transport fecilities,
the sgricultural revolution will creste explosive problems.
The system of marketing should subserve the needs of planned
devel opment. It should facilitete the adoption of improved
fern technology by fermers by ensuring farm suppllies at e
reasonable prices. It should provide & remunerstive outlet
for farm produces. . The merketing costs should be reduced
end at the seme time the farm produce should reach the
consumer at a fair priue.zz+

3.3 Marketing costs, price spread end_ producerts share

The meximum limiting velue of the inoome a farmer can
get from & glven amount of goods of a specific quality
produced under a specific technique of production is given
by the price and ultimete oconsumer pays for that produce,
From the point of view of both the producer farmer as well
as the ultimate consumer, that merketing system is most
efficient vwhere the price received by the prodwer end price
paid by the consumer is the seme. Ynder this circumstences,
the fermer's share in {:he consuer's rupee would be hundred
per cent. This, however, would 4imply that there is no cost
‘of marketing. However, in practice there is bound to be
some 'real cost' (physicel transfer of goods or produce)

for transfering goods from the producer to the ultimate
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oonsumer such as transportation snd storage etoc. How to
keep this 'real cost' is therefore a primary concern for
both the producer and the consumer. '

It is interesting to note that elthough from the
point of view of the treder, that merketing system will be
considered best vhere the gep between the producer's price
end the consumer's price is maximum. In fact this gap or
the difference between the price received by the producer
and the price paid by the oonsumer 1s referred to ag the
'price spread' or 'merket margint', The bare difference of
this type is technicelly referred as the 'totel érice
spread'. It is nothing but the price psid for set of
marketing services, Given this real cost of transfer, the
trader's primary interest is to keep to the maximum, the
price spresd becauée his income arises from the éifference
or the mergln between the totel price spresd and the real
cost of transfer which is genqrally referred to es the
'net price'spreed'. Thns, the net prioe spread is nothing
but the profit or the net income accrued to a trader .. ..

In other words, marketing costs and merketing margins
ere of ten used as synonymous terms. It wes suggested that
a8 distinotion may be masde between the two, marketing costs
belng defined as the total of sctual costs of performing
veri ous marketing funoctions such as processing, trensporting
eto. The trader es a professional olass does not always

himself perform all these services where rallwey transport
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is involved this would be cbvious. In the pure cese of
trading in which the trader does not himself undertske the
auxiliary services and gets them performed through
independent egencies, the mejor component of marketing
margin would consist of incurred costs, the other component
being return to the ent erprenuersl functions which the

_ trader performs. Thus the temm marketing cost refers to
incurred costs while the term marketing margins indicate

the mafgﬂns of the intermediaries. The term totsl merketing
margins includeaAbo_th {ncurred costs ss well es margins of
intermeéiaries. The total price spread can be enslysed

- with respect to (1) the producers or farmer's net share,

(2) marketing end proceéslng coste inocurred by intermediaries
and (3) their mrketing mergins,

It may however be emphasised that though cost of
marketing (total mergin) 418 an importent determinsnt of
merketing efficlency, low cost by itself does not meen that
the marketing system is efficient. If consumer's
gsatisfaction is regerded as the ultimaté elm of en efficient
marketing system then a chenge that reduces the input costa
of sccomplishing & particular job without reducing
consumer'!s satisfeotion with the output of goods or services
would ecleerly be en improvement in efficiency. However a
cheng @ thet reduced costs but elso reduced sonsumer
setisfection with the end product might actually reduce

merketing efficienocy or consumers desire & different type
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of output even higher merketing input costs might be
associated with the merketing effit:ienczy.21
Regardless of the concept of consumer's satisfaction
a simple compsrl son of marketing costs between two
commodities or even between two points of time for the seme
commod ity ocould be highly misleading. The limitation the
marketing cost &s measure for eveluesting merketing
efficiency, not withstending if the essential nature of
output of goods as available to the consumers, though the
market system remeins unchenged marketing efficiency no
doubt varies directly with the size of marketing costs,
In other words the gquantum and quality of marketing services
remaining unchenged a redustion in marketing costs clesrly
tends to inorease the efficlienoy of masrketing end vice-
versa. 2’
The study of merketing mergin of agricultural
products is very importent to ascertsin the producer's
share in the consumer's rmpee anéd elso to know the margins
of various functionaries involved in the marketing process.
It also helps to know the different components br marketing
mergins end thelr influence on final price which the
consumer pays. M@rketing margln studies elso sssume
importence because they have to help to ensure reascnsble
returns to the producers and also meke available the

commodities to consumers et reasonable price. Both from

the point of view of the producer amd the consumer such
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studies should help to ldentify the sreas where market
charges can be minimised. It 1s very difficult to measure
exsctly the cost of marketing, many studies made in many
countries have confirmed the contention that distribution
costs are relatively higher in agriculture. It is often
said that the rarmer's share in the consumer's rupee is
relatively small es compared to several intermedisries in
the market channel., The intermedleries Qre seid to absorb
en alermingly large share of this price. Even in England,
where sgriculture bhes been fully commercislised end the
farmers does not lack business capacity, the spread between
produc ers snd oonsumer's prices asccording to Linlithgow
Commit tee, is unjustifiably wide. Teken as e whole
distributive costs sre a far heavier burden then society
will permenently consent to berar_. 26 In United States the
fermer gets only half the price paid by the gonsumer for

food stuffs and in Germeny about two fifths, 26

In "niged
States of Amerioce, acoording to 8 study, over the period
of about fifty years (1915-1964) fermers have received an
average of 42 per cent of the consumers food dollar while
the marketing egencies heve received 57 per cent of the
food dollar,?!
In recent yesrs, in Indis, the consumers have

complained about high prices for sgrioultursl products and

the egriculturists have complained about receiving lower

shere in oonsumer's rupee, One of the main reason advenoeq
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for low pric es received by sgriculturists relatively high
pric es pald by the consumers is due to the existance of

more than required merket intermedieries. The relatively
large trader's margin hits therefore, not only the fermer

in general and' poorer fermers in particular but also the

nation as a whole by having a far lower volume of output
than would be otherwise possible.

¢ It has become quite clear thet the arrangements
should exist for the efficient movement (marketing) of
kapas 1,e., the fermer's produce to the consumers, Cotton
belng the raw material for the textile industry, cotton
grown by the fermers finda considerably & long way to the
textile mills, This eventually provides ample scope for
many intermediary agenocies, some productively functionsl,
resulting in the formation of time, plece and form
utilities, 12
3.4 Channels for Marketing of Cotton

This sectlon covers merketing chesnnels for cotton

beginning at the farm level whers oottoﬁ is harvested in
the form of kapas end ending at the lint and seed market.
In genersl most of the produce is sold in the form of
kepas. In fsect, in Kernateke it is reported that hardly
less than 10 per.cent of the producers resort their produoe
to ginning. It may be noted that gloning is & prosess by
which lint snd seeda are separated out from the 'Kapasg',

After ginning, 1int 18 plesced for pfasing into bales of
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stendard weight., After being pressed into bales the lint
18 so0ld to the textile mills either directly by the
intermediaries or through the mill agent staticned at the
textile centres like Bombay, Ahmedabed, Coimbatore etc.
The different channels in marketing of cotton cen
be broadly classified into two types, namely private and
co-operative, on the basis of role end funotions of
intermediaries. The strueture, however, varies within the
chennels dependi ng upon the specific role and intermediaries.
The cooperative channel is much shorter then the private
trede chennel, It is also generally believed to be
efficient as compared with private chennel, Cotton in
Indis 1is assembled from farms in the unginned form ss
'kapas'!, It is estimmted that esbout twelve to fifteen per
cent of totsl produetion is assembled in thé form of lint
by a few large fermers. Assembling of cotton 1s done both
in the village end in the wholesale cotton merket. The
cotton grower either disposes his cotton ln the villege
itself or tekes it to e nesrby msndi. In the villages,
cotton is purchesed from the growers by the village
merchents and itinerant merchents, who in turn sell cotton
(seed cotton) in the wholessle msrket. The percentage of
produce s0ld in the village and the percentage sssembled
by verlous egencies in the villeges very from villasge to
villege. In most ceses small faxmer sells to a village

merchent to whom he is more often thsn not under finenciasl
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obligetions. In the seme wey when the cotton groweré take
loahs from the commission sgents, they are required to
dispose of thdr produce either through them or to them.
The villege merchsnts end itinersnt dealers teke
‘kepas' purchesed at the villege in lots to the town msrket
for sale. Some of them mey elso get kapas ginned in
village gins wherever this fecility is svallable and take
the produce in the form of lint to the town market.
Similerly the growers aslso take thelr produce to the town
merkets for ssle, mgst of them in the form of kapas. But
when the purchase in the villages 1s effected by cotton
merchaents, g nning fsesctory owners end egents of textile
mills, 88 in the States of Andhre Predesh, Temil Nsdu,
Punjab, Rajasthen end Gujlarat, the 'kapas'! directly goes to
the ginning fectories without entering town markets end
after 1t is ginned 1int 1s either sold to cotton firms or
in cese of textile mills 1s used for their own consumption.
The cotton merchents in the town ‘market purchase
kepss only, which they will get it ginned and pressed eng
transport the same to the terminel merket for sale.
Sometimes they also purchsse lint offered for the sele at
the essembling markets. In the assembling markets of-
Andhra Prsdesh, Madhya Predesh, Gujsrat, -Karnateka ginning
factory owners account for a feirly lsrge proﬁbrtions of

‘ the purchases. Their share in the markets in other States

is comparatively smell,
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Cotton textile mills gensrally purchase lint in the
vholesele market from cotton mer chents snd gianing fectory
owpners. But in Andhre Pradesh, Madhya Pradesh, Tamil Nadu,
Rajasthan end Kernateks States textile mills mske direct
purchsses of both kepas and lint to e econsidereble extent
from the town markets. They get the kepss ginned end
pressed in the local ginning end pressing factories. Some
of the textile mills sre even owning girning end pressing.
factories in such towns.

Cotton firms have their offices or sgents in
important cotton markets, They purchese the lint coming
to the sssembling merket for sele. In addition they also
purchase kapss and after getting it ginﬁed and pressed
dispose beles to textile m111§.7 | |

In Gujarat State, co-operative sales socleties play
en important psrt in the essembling of cotton, After it
1s ginned and pressed in a co-operative ginning and pressing
fectory the lint is mrketed through the marketing union
to which these sooietles are affiliated. Cotton
co-operatives in northern Ksrnstake reglon of Karnastsaska
Stete also assemble appreciable quentities of kapas of
improved cotton verieties, It 1s about 15 per ocent of the
totel produotl on of cotton in the State,

3.5 Compari son Between co-operative marketfng
snd privete trede chennels

Tt cen be said thaet the co-operative channel 1s much

shorter than the privete trede channel, In the private
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trade chennel apart from éever_al intermediaries involved

in marketing of kapas, even the ginning and pressing units
are not under the seme menagement. In the co-operative
chennel this is not the case, In the cd-operat&ve chennel
the p;'ice real ised is related to the quality of cotton
whereas in the private channel the me jority of farmers sell
their kepas in & merket end where there 1s no guarentee
that they will receive better price for better quallty.
Since kapas gets passed on to the terminal market through
several intermedisries, it is difficult to meintein high
quality of cotton in privete trade. In ocontrast, the
co-operative 'ohenne_l, the scope is oonlsiderab_l‘e for quality
as price is 'paid acc.ording td this grade of kapas, In
co-operative s‘gt-up it 1s elther the fermers or their
representati#es who come into contasct with textile mills
while in private tredé, the farmers and the textile mills
remein fer ewsy from each other. And in private trade
farmer s reoeive_prio es for kapas whereas 1n» oo-opexjative

channel they receive a share in the price of lint.lo
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CHAPTER IV
REVIEW OF THE LITERATURE

4,1  Review of the Studies - India

The interest in the problem of merketing of an
agri culturel commodity as enumerated in the review brought
out by the Tndlan Council of Social Science Researoh,’s
can be traced basck to 1897, when farmer's inability to
recelive due price psved the way for the first leglisletion
of Government of Tndia on this subjeoct - Berar Cotton and
Grains Marketing Law, This in turn paved the way for the
establishment of the regulated markets in the country.
Since then the question of merket performsnee and the nsture
of competition have been under a continuous debste,

Research studies on marketing of cotton in Tndis can
be grouped under the following four heads:

(1) The structure of marketing;

(2) Price spreed and cost of merketing;

(3) Efficiency of marketing system, and

(4) The pattern of flow of arrivals end the price
mov ement s,

Most of the marketing studies in Tndie could be
categori sed under the first three heads. ZEFarlier
investigati ons were mostly concerned with thel;truoture
end cost of marketing, Crgdit of conducting a systematic

study of the struveture of merketing orgenisation for the
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first time in the country probably goes to M.L. Dantwsla.
His book "™Merketing of Rew Cotton in India" is the first
of 1t s kind deeling systemsticelly the merketing of cotton
in India. His research, besides desoribi'ng the funotioning
of markets durlng the year 1937, examined the competitive
_character and effioienoy of marketing operstfons in
reference to Thulia distriect of Meharsshtre, with its
terminal merket being Bombsy. The study was besed on
observation, interviewing agencies eand collecting
information from theﬁl. He observed thst 27 per cent of
the total msrket errivels passed through middlemen and
rest through direct seles, He came out with a paradoxicsl
conclusion that cotton sold at upcountry fetched a better
price as compared to Bombéy merket price, Further, he
opined that thé marketing system wes efficient as cost of
marketing wes minimum due to the quick flow of informstion
from one stage to another, |

The study, however, not only 414 not deal with the
share of the primary'produoer in the éonsumer's rupee but
8lso feiled in teking into account the heterogeneity smong
the different class of fermers with regerd to the problems
faced in marketing. PFurther, the cost involved in
merketing the produce through A4if ferent chennels had elso
not been considered. )

In e survey conduweted in 1953 by C.N. Vakil and

others, it wes foun® that the producer's shere in consumer's
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price was as high es sbout 90 per cent, And they reported
that there was no reason to believe thst the efficiency in
maTketing could heve deoclinead over years. The reasoning
for this was that the essential infrestructural facllities
like transport and commvniceti on ete, had been considerably
improved over the years. |

An ad-hoo study of marketing costs end price spreead
was made by the Directorste of Marketing and Imspection in
1955-56 which was based on sctual semple transactions from
purchese of 'kapas! to eventual sale of lint end cotton
seed. It was found that the producer's share in the
consumer's rupee was the highest in Gujarat (91.5 per cent)
folloved by Medhya Pradesh (90.1 per cent). Temil Nadu
(88 per cent), Punjabi(86.1 per cent) and Mysore (now nasmed
es Ksrnstaka) with 82.5 per cent. The producer's share was
the highest in Surat (Gujarat) areas, where the co-operative
- marketing system hed been prevailing predominently. The
price spread under 4if ferent co-operative marketing sales
societies was studied by the agenoy end observed that the
veriation in the price spread was just ﬁarginal.

This study confined its attention in general only
to the marketing oosts; i.e. the movement of cotton from the
villege to the terminal merket and marketing costs to be
inourred while selling the produce - through éifrerent

channels,

In 1961 the Indlan Central Cotton Committee!
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conduc ted surveys in ohief cotton producing stetes, nemely,
Mahs rashtra, Karnsteka, Gujsrat, Punjeb, Tamil Nedu, Andhra
Pradesh, Madhya Pradesh, Uttar Pradesh and RajJasthen. The

study was meinly restricted to_estimating the marketing
costs, The total cost incurred during the process of
movement of cotton from villege to coﬁsuming centre was
worked out in detall with reference to above said states,
The Committee estimpted that the totsl cost of marketing
from the villages to the terminal market of Bombay varied
from BRs. 115.37 to Rs. 169,05 per cendy of lint and roughly
worked mbout 15 per oent of the totsl realisstion from lint
and cotton seed, The study’éonceived the total cost of
merketing under the following four heads:
(1) Assembling costs,
(2) Proocessing charges including glnning end pressing

of 1int,
(3) Freight to terminsl merket, and
(4) Distribution costs.
0f the four, the processing costs including ginning and
pressing of 1int had accounted for the meximum share (35
per cent) in the totel cost followed by the distribution
costs which.had aecounﬁed the 29 per cent of the total cost.
And the other two viz., assembling costs of the seoondary
markets and the transportation from seoondarylfo terminal
market had eccounted for sbout 17 end 19 per oent

respectively of the totael cost.
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Tn the price spread study conducted by Rahgt925 in
Négpur in 1960, the producer's shere in the millowner's
rupee was reported to be 86 per cent in respect of cotton
1int. The study of msrketing of cotton at Kolhapur market
by Madanlal &nd Prals:ﬁlsh28 reported that producers were sble
ﬁo increase their share in the millowner's rupee when they
s01d their produce through co-operative societies (91.6
per 'oent) in contrast to selling through private trade
chennels (87.6 per cent). Arhatiyas end retailers were
identified as the main agencies in the cotton market in
Punjab by Garg and Sin@29 who reported that the producer's
shere was 85,42 per cent in oonsumer's price.

A study by M.G. Paevaskar and V., Radha Krishnan30
entitled "Cost of Marketing of Cotton", covered four
assembling markets in the Khandesh reglon of Maharashtra
State losated in the towns of Dhulia, Shirpur, Jalgson and
Pachora with reference to the yesrs 1962-63 and 1967-68
respectively. All th e four markets were funotioning under
the State Agricultural Produce Marketing Act. The study
was confined to only one partiocular variety of cotton, i.e,
Khandesh virnar (197/3) which esccounted for about 80 per
cent of produce grown in the reglcn during the referenge
period. The cost of merketing was estimated by computing
the aotual spread as the differemse between thé prices
prevel 1ing at the sucoessive stages of msrketing e.g., at

the essembling stage and terminal merkets, The margins of
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various msrket funoctionaries were then obtained by deducting
the sotual ascertaineble assembling costs end distribution
from the gross margin, The margins were calculsted on &
concurrent besis i,e, difference between prices prevailing
in two stages of merketing at the seme point of time. For
this purpose, the Boni;ay Cot ton market was teken es the
terminal merket.

The suthors, further, contended thet "it is fer from
likely that the share of Khandesh ootton in cotton lint end
ootton' seed would be less than 87 per cent, A reasonable
guess suggests that such a share would be around 90 per
cent™, As the findings were based on average, the question
to be tested was whether the small fesrmer who sells his
produce in the immediate post harvest months receives a
smaller share compared to his richer counterpart who can
store the produce for some time before selling,

Far this purpose the relative shares of fermers and
merchents in the aggregate week to week realisations from
final sales of cotton 1lint end cotton seed were computed
for the reference year, TData 314 not show eny seesonal
pattern in the fermer's share which fluotusted around 90
per cent in praoticallj each of the marketing months, In
fact, contrary to the expectations, the farmer's share,
for from rising sotuslly declined as the markeﬂng season
had edvenced, "In spite of this finding it was pointed

out that nevertheless there could be some aress in merketing
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channels wher e tnefficiencies may exist end resultant costs
may be high ~ such sources of waste, if any, when removed,
might reise the fermer's share even well above 90 per cent."”

The msrketing costs including the treder's share
worked out to be about 10 per cemt of total lint price
realised, The study 414 not attempt to follow the
consignment of raw cot ton from the farmers to the 1lint and
cotton seed markets, It also reported that averege gross
returns to treders were eround 3 to 4 per cent., This
estimate of producer's share in private trade 1s muoh higher
then thet reported by the Mirectorate of Marketing and
Inspecti on for the year 1955-56.

The producer'!s share of about 90 per cent obtained
in the study prompted the authors to conclude that the
marketing system was relatively effiocient. However, the
author's contention that only the poorer farmers would sell
the produwsce in the immediate post harvest months is highly
questionable, This assumes prominamce especially in view
of the lack of sdequate storasge facilities at the farm
level, Further, the computations based on everages would
have certeinly led to wrong oonclusions, the justificetion
for which 1is available‘rrom the works of H.S.G. Rao and
M.S. Reo3! 1975 ema Sat1en® 1984, who heve established that
there is a significent difference in the prices received
by the small end lerge farmers. The Tfindings of this study
are reproduced in Table 4.1 end 4.2 in following pages.
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Iﬂmnaewale3-2 studied the costs of production anad
marketing of cct ton in Vidarbha region during the period
1960-61 to 1962-63. A two stege stratified random sampling
technique was eadopted, with village es first stage and
cotton fiel és as secon? stage units in each selected
districts. This study foocussed its attentl on on estimating
the costs of ginning and pressing end problems of ec;onomies
of soals, '

One of the interesting findings of the study was that
the producer's share was Influenced by the ohanges in
marketing system. For example, the cotton growers were
edversely affected when the wages were raised in the ginning
and pressing units as the burden was passed on to the farm
community.- Thus, whatever inorease in the costs of seay,
processing or transhipment, the farmer producer has to bear
the burn of »it as the buyer in the terminal market will have
already entered into e contractual agreement with the
merchents at the lower levels, |

This study, too, did not exemine the share with
respect to dfferent marketing chennels and with respect
to different class and farming oommunity.

The Indien Mercﬁants Che mber of Economic Research
and Training Foundati on11 studied the influence of prevalent
marketing chennels, namely private, oo-operative and publie
seotor in Meherashtra, Karnataka, Gujarat snd Andhra Pradesh

upon the development of cotton economy with specifie
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reference to production and yield. The report classifles
merketing system as uni-sector, bl-sector, end multi-sector
on the basis of merketing operations handled by these
chennels. Although it has done a rigorous job of comparing
the growth of cotton sector in four states, Such comperison
incorporates the effeoct of merketing systems indirectly and
moreover it does not compare price spread 1n different
morketing systems. The report also studled cotton marketing
in Meherashtra in depth because of the change in the
structure of the marketing system, caused by the introduction
of cot ton Monopoly Purchese scheme. The share of the grower
in the lint price was low in private trade (90.1%) and 1t
was reduced further during cotton monopoly procurement
period (87.93 per cent) due to heavy administrstion
expenditure, high interest retes on deposits and@ severe

fluo tuations with reference to price and supply of cotton,
The report anal ysed the soreage response functions with
reinfell trend, relative prices and marketing orgenisations
as explanatory variasbles to test the hypothesis whether
changes in marketing system favourably affected area end
output in Meharashtra,\ The seme exercise was repeated after
adjusting the index of oct ton eres for qﬁelitative chénges.
The hypothesis was rejected and the report concluded that
the merketing system's effect on acreage of cotton was
insignificent. Prices of substitutes were influencing the

aoreage allocation decisions of the farmers,
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Table 4,1: Realisations on sale of cotton lint and
cot ton seed and farmer's share in it in

four selected merkets of Msherashtra -
19 i" » 4

- e an e A e E e Eh S G G w M ER GE W e AT s . TR o EE G WP W oy w e

Phulia Shirpur Pachora Jalgseson

Reelisation on sasle of
oot ton lint and. cotton '
seed : 530, 39 520,96 518,98 513.93

Totel averége sale
price of cotton lint
at Bombay (100 kgs) 425,34 - K19,11 418,20 414,82

Averege sale price -of

cotton seed at the

assembling centre

(158.5 kgs) 105,05 101.85 100.78 99. 11

Net price paid to the
farmer for the sale L78.07 L67. 45 479.83 458,63
of kapas (260 kgs) (90.14) (89.73)  (92.42) {89.23)

These are based on 38,5 per cent 1int out turn.
Figures in bracket s are percentages of total
real isation,
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Teble 4,2: Bresk up of marketing marging in Khandesh

got ton EViranai in rggg selected markets
‘ of Mshereshtra 1967~

, {percentages)

-------------- Diulia‘ Shirpur Pachora Jelgaon
1 2 3 4
1. ' Marketing costs paid
by farmers 1,10 1, 06 0.78 1,03
2. Marketing costs paid
by merchants A _ v
a) Market fee and hamali 0. 30 0.18 0.14 0.17
b) Processing and pressing 2,55 3.60 . 2. 94 3.42
¢) Cost incidentsl to
processing 0. 57 0. 58 0. 58 0. 60
d) Merchandising charges 1,11 1.12 1.12 1.13
e) Transport charges to ' '
Bombay by roed 0. 63 0. 96 0. 80 0.76
f) Other miscellaneous ecosts 0.26 0. 27 0. 27 0. 27
3. Mercheant's gross ‘
returns 3.34 2,50 0. 91 3.39
L. Totel marketing merginsg
{142+3) 9.86 10,27 7.54 10.77

---ﬂt--—--------‘--------

Figures are percentages of ssales reslisetion,
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The above study did not foous much on the merits of
the monopoly procurement scheme which were listed by Reneade

10

and others as follows,

(1) The guaranteed price offered in the scheme was much
highe then the supposed price recbmmended by the
"Agri cultursl Prices Commission.

(2) Under the scheme a uniform price was paid to all
the farmers for each varlety of cotton.

{(3) Cotton is graded end prices are given on the basis
of grade. )

(4) Co-operatives played a significent role.

This study however did not estimate the‘price spread ’
in other states under study other than Msharashtra, And the
- ocomparison as such between this system end othefs hence weas
not possible.

A study by C.G. Rsnade and others10

entitled
"Merketing channels end priée spread in cotton", covered
three markets in Gujarat Stete located in Surendranagar,
Sgbarkantha and Bsroch districts. It had confined to only
two varieties of cotton (V 797 end Co2) which aocoﬁﬁted for
ebout G0 per cent of produce grown in the region during the
reference pericd (1977-78). | o
The epproach rollowed in the studj consisted of
meking use of whet the suthors hsve termed as 'partial

oonsignment method' in order to estimate the price spread

and henoce the producer's share., The methodology used for
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computing the price spread was & combination of the

following three epprosches,

(1) By selecting spescific lots or econsignments of a
commodi ty end tracing them through the marketing
chennel and then assessing the costs involved at
each stage,

(2) By calculating asverage gross margins from the money
value of ssles minus the money velue of purchases
made and the number of units transacted by each
marketing ageney involved in the ohannel,

{3) By calculating gross margins after comparing prices
at dif ferent levels of marketing (producer, whole-
saler and reteiler)} and then findlng out the
mergl ns of Intermediaries after deducting
ascertainable costs from the gross marglns,

By partial oconsignment, the authors had mesnt that
they had followed the oconsignment epproach upto & certain
extent in the sense that cot ton produced as sample farms
in the study pesses only through the markéting channels
includsed in the study. And certain transsotions which 414
not form part of the sample were also merged in the
estimstion. The gross margins had been computed at four
levels: Villege trader, retailer, wholesaler aﬁd processor.
Further 1in order to acoount for the varletal differences
in the produce, a criterion referred to as 'relative gross

margin' which wes defined as the retio of gross margins to
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the price of lint and seeds together for a partioular
variety of cotton. The striking festure revealed in the
study was that with feSpect to any of the channels under
private t rade, a small fermer was found to be at a
disadvantage in comparison to his bigger counterpart as the
prices received for the unit of produce was concerned. In
oontrast to this, such a price difference was not noticed
under the co-cperative trading. The main reason behing
smell farmers receiving a lower price under the private _
trade chennels was that majority of them had entered into
contractuel sales agreement with the traders prior to
harvest, Ani as the fermer will have received a loan, he
would be committed in selling the produce to the trader,
The study estimeted the share of farmers in the
price of lint end seeds was higher in co-operative marketing
then thet in private trade chennels. The shere of the smsll
farmer was in the range of 72 to 82 per cent in the private
trade channel while it was as high as 92 per cent in the
co-operative uarketing, However, the authors contend that
though a smell farmer gets less share under the private
chennel, the sawe shall not be true if one works out en
average of the prices received for different varieties of
cotton, Finally they conclude that with the entry of
co-operatives, even the private traders have been forced

to offer better prioc es.

Further, the study attempted to exemine whether the



6l

soreage allocati m decision of farmers regarding cotton was
subjeét to different economic verisbles such ss the previous
yesr's average area under cotton, the previous year'!s prioce,
yield of cot ton and prices of substitute crops and #ariat{on
in relation to price over time. It wes found that economle
veriables do have an influence over the acresge allocation
declsions,

The study is quite noteworthy in the sense that it
has been able to account for the heterogeneity in the
ferming community; -in enalysing the price spread with
respect to the produocer's share, marketing end prooessing
costs inourred by the intermediaries end thelr marketing
margins, However no mention“has been made about the
marketing conditions such es weighing, loading and unloading
charges, grading eto, especially in the regulated markets.
Authors, though mentioned thet the prior to harvest
contractuel seles as the reason for a small fermer receiving
a lower price the tems and conditions of the contrasct such
as the rate of 1nterest charged, mode of repayment etc,
have been prominently missing. This would heve helped us
in estimating the price snd henc e the income leakage for a
smell fermer compared ﬁo his bigger oouﬁterpart. )

Jasudanum1a33, in examining the haturo of competition
end the price recelved by the prodwer in merketing of
cotton in Rajkot alstrict, Gujaret in 1966, suggested that

en indebteqd fermer gets a low price and a subsistance fermer
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was at a disadvantage compared to a commerciel farmer.,
Pre-harvest sales were more prevalent in the distant
villages end many of the producers restricted their sales
to only one buyer known to them. However, the study d4id
not estimate the share of different class of farmers in the
consumers rupee.

It was found in Tamil Nedu by Alswamy and H.G,. Bhole334
in 1981 that the =small farmers hed to incur reletively higher
coste per unit than do the large fermer in marketing thelr

produce,

be 2 Review of the Study - Kernsgteks

. A good number of studles have dealt wlth the subject
of price spread on various egricultursl commodities in the
state. A oritical review of the studles regarding the crop
oot ton is dlsoussed hereunder,

Credit of conduoting a systematio study of the
structure of marketing orgenisation for the first time in
the state goes to N.,P. Patilg”*. " His thesis entitled
"Marketing of ocotton in Gadeg (1957)" is a systematic study
conductedr with referense to the northern part of the State
of Kernataka.

Petil exsmined the working of cotton marketiné in
Gadag during the year 1957, The study was osrried out both
by questi onnaire and personal interview. The problem
connsoted with the oultivation of cotton, its dlsposal 1in

villeges and financ e were tackled through the questionnaires
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by frequent visits to the villeges with the asslstance of
local secretaries of co-operative socleties and supervisors
of Tal uka _Supervising Tnions and the leading persons in the
respective villages and the problems connected with all the
phases of marketing were tackled by oral endquiry.

Thg study attempted to trace the course of movement
of raw cotton i.e, kepas from the producer to the market
and the channels through which it reaches the spinners.
The different stages 1n msrketing were vividly deseribed
and their economic importance was considered. It desoribed
the egencies engaged in marketing, the usefulness, efficiency
or otherwise of services rendered by them and pointed out
the defects end malpractices prevailing in the markets.
It elso studled the existing facilities for trensport and
the osost of transport from villages to terminal markets;
storage, proocessing, ginning and pressing of cotton and
costs involved Auring these stages of marketing, He slso
studled the price fluctuations during the period in Gadag
merket end compared the prices obtained in the masrket for
dif ferent varleties of cotton, prices obtéined by selling
through different sgencies, the parity pric es between Bombay
end Gadsg market prices reslised for cotton sold in dirferent
forms,

It hes been found that, the prices ruling in Gadag
market for uplend cotton had moved in parity with the prices
in Bombey merket (vide Table 4.3), Hemoe he opined that,
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it would .be bettér on the part of ocotton growers to sell.
gennine 'kapas' in suwctlion sales after grading in the first
and second quarters of the season in the Gadeg market.
Further, he suggested that, i1t pays the cultivators to sell
thei r cotton in the form of kapes and to sell it in the
first two quarters of the season. It pays them to sell
pure kapas through co-operative cotton saeles societles than
to sell in the market tﬁrough the commission egents.

He 8lso cbserved that eeving of merketing costs with
the establishment of regulsted markets and indicated that
Gadsg Co-opereative Sales Scolety in Karnateka hendled about
50 per cent of the totel produce sold in the market.

The study 814 not look into the shsre of the primary
produoers in the millowner’s rupse. Patil did not study
the shere of Adifferent class of farmers in the millowner's
rupee., It Is a systemmtic study of msrketing of cotton in
Kernateke from the historical poiat of view, And it is a
ploneering work of its kind in the state,

Nepertment of Marketing, Govermment of Mysore (now
nemed s Kernateka) In its study entitled "Agricultursl
Merketing in Mysore“35? A Report on Msrketing of Cotton
1961, indiceted that the cultivators and growers who élso
collect the produce from other cultivetors, land lords,
wholessle merchants, itinery merchents, professional ginners
and co-operetive orgenisetions were the main agencles

engeged in assembling of ootton crop. Only about 5% per
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cent of the proiuce was assembled by the producers
themselves, The land lords collected about 10 per cent and
co-operative organisations had accounted for the 15 per cent
and were prominent particularly in the Bombay Ksrnateka area
i.e, Northern Karnateka, comprising Bel geaum, Pharwar, Karwar
and Bi jepur distﬂcts of the State, |

The report also mede a study of price spread, and
estimted that the producer's share was sbout 68 per cent
in the consumer's rupee, It has observed thet the producer's
share could be increased to 80 per cent provided the producer
utilises the warehousing facilities, and avolds golng in for
@ loan to a private money lender or if he avoids teking
advances from & commission agent or & private trader.
Further, i1f the produce 1s moved through unregulated market
it was likely that the producer's share would he less than
60 per cent in consumer's rupee., And the report suggested
thet the price spread could be further minimised if
co-operative mrketing sooieties would take up the purchase,
ginning end pressing end supply to the textile mills directly
by themselves, The study also stressed the need for
development of better ﬁtranSport Tacilitles in échieving the
desired goals of insreasing the producerts sheare further.

AR, RaJapurohit'536 study entitled, "Development
of Cotton in Kumta Tract", 1967, trsced the higtory of
cotton development and cot ton produotion in northern part

of Kernateka during the period. According to his theéis
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Teble 4,3
Sr. Year Wpland cotton sold in ! Upland kepes sold in the
No. the seles soclety ! market , .
Prices of Broach ™"On" Prices of Broach "On"
upland Hedge. prices uplend Hedge. prices
cotton  contra- reali- cotton contra~- reali-
per ocandy ot sed per candy ot sed
f.o.r. f.o.r.
1. 1934 249 212 37 213 212 1
2, 1935 287 229 58 297 229 68
3. 1936 252 216 36 241 216 25
L. 1937 275 217 58 258 217 A
1938 133 163 70 205 163 42
6,‘ 1939 219 158 61 219 158 61
7. 1940 21 234 39 265 234 31
8, 1941 341 244 97 280 244 36
9, 1942 339 183 256 314 188 131
10, 1943 810 548 262 742 548 194
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the trensport system was quite primiﬁive at the beginning
of the 19the centufy -(1829‘)'. Cottbn grown in Dherwer area
was first sent to Kumtea Port in Nérth Kanara (Kerwar) '. |
district on paék-animals, and from Khmta'it was shipped to
Bombay for further shipping to Maﬁche ster. The 1htméuotion
of reilways by about 1890 linkiﬁg Pharwar Cotton area with
Bombay is therefore presumed to héve_played en important
role in the reduction of the transport costs. The study
contended that béfbre the reilway link was establiéhed cost
of handling snd tramsportation of a docra (Candy) of cotton
from Gadag to Bombay worked out at 13,05 per cent of the
velue of cotton. Further, he pointed out that the amorphous
neture of the merketing brganisation in the earlier period
was one of the major factors responsible for the slow rate
of development of Americ an variety of cotton, The traders
in the collecting centres were reluctant to buy the Americen
cot ton grown in the érea, the government took the
‘responsibility of buying it for a long period. In the later
period the introduction of co-operative sales soclety st
Hubll end Gadag during 193 0s, the suthor opined, was an
important step in the systematic development of marketing
.organi sation. However, strikingly missing in the étuéy wag
thet, 1t hed not teken 1nto account the devel opment of
regulated markets and their impaoct on oot ton both aocreage
the production aspects., The study had not estimated the

share of the prodwer in the millowner's rupee, In faot
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changes in merketing orgahisation end trensport system has
a dlrect besring on the production in the area, whioch in
turn influences development of cotton economy.

| In 1971, a étudy on marketing of cotton and producer's
share in consumer's Eupee was made by Naterajan in Dharwar
district, Merketing channels identified by Naterejan in
1971 in Hubli and Gadag merkets were no different from the
ones identified by the Government of M?sare35 as eerly as
in 1961, Further the proportion of produce sold through
co-operatives remained slmost the ssme as in 1957 i{,e. 15
per cent of the tot-al produce.

H.S.G. Reo end M.S. Reo3'! reported in 1975 that the
small fermers consistently received & lower price compared
to his bigger counter part in Hubli (Karnsteke) merket
owing to his smaller disposable commodity and due to lower
holding capaq}ty.

A famer weas ldentified as =small or large depending
upon the quantity of the produce brought into the market.
For example, it the averege yield of kapas per acre was
about four quintals, then a small fermer who can have a
maxi mum of five aores can thus bring at most about 20
quintals. So a farmer bringing less than or equal to 20
quintal of kepas would be considered as a small farmer and
the rest as large farmers, The meen prices received by the
thus identified smell and large fermers on testing were

found to differ significantly., This lower price recetved
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by & small farmer was attributed to his lower disposeable
commodi ty and dne to lower holding capacity. The holding
capacity of smail a:id large farmer s was tested by comparing
the proportion -ot farmers belonging to & particular group
(smell/lerge) who izad withdrawn thelr prod uée after offering
for sale due ﬁo lower prices being offered in the tender.
In a study entitled "A comparative study of price
spread of seieoted agricultural commodities in Karnataka"
Suryaprakash et a1.37 have estimated the margins realiseAd
by verious intermedieries 1n the marketing of cotton at
Hubli end Gadag markets. In addition they had also covered
the commodities Arecanut, Coconut, Groundnut and Copra - to
enable the comparison. The following four marketing channels.
were found to be prevalent and studied for the commodity
cotton:
(1) Producer - co-operative marketing socoiety - Trader -
Millowner,
(2) Pmdmer - commissi on agent - Trader - millowner,
(3) Producer - Village merchasnt - co-opesrative marketing
society - Trader - millowner,
(4) Producer - village merchant - commission egent -
Trader - millowner,
Of the four channels; the fermer hed recelved a2 highest
share in channel I (about 85 per cemt) followed by the
chennels II, ITI end IV.in that all with the sheres being
acount 85, 75 and 75 peroentege respectively. Thus the
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farmers had reelised the ﬁighe st share when sold through -
the co-operative marketing society. Further, it is stated
that the overseall profit of 1ntérmediaries which did not
exceed 13 per cent in the merkets studied could be oconsidered
reasonable leaving way for the verious services provided by
them, such as transportestion, sssembling, storege, grading
end processing. In the sbsence of a well organiséd market
structure, the authors conclude that the reslisetion of
about 75 per cent of the consumer's rupee by the producer
is dubbed to be reasonable, |

The relevent informati on regarding the price spread
of cot ton in 4if ferent merketing channels as summarised in
the teble form by the suthors is reproduced in the Tsble No.
hob. |

It may be apt to menti on that the authors, Suryaprakash

1.37, had made use of the same data @8 collected by

et a
Natarajen in 1971, hence the results of the‘ two were
identical and do not psve scope for sny comparison over the
time,

Insti tute of Devel opment Studies Mysore, 1980, in
their study dealt with certein importent things pertaining
to mostly physlcal infrastructural aspeocts of the markets
only, |

Directorate of Merketing end Ynspection Ministry of
Rural Development, Government of Indis, Farldaebed, in its

report 'Merketing of Cot ton in Kernatakas'38 1982,
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\nvestigated that between 5 to 10 per cent of the total
production of cotton i.e, Kepas was old' et the doors of
the producers end bought by 1tinerent merchents and village
‘baniyas'. The price was determined by negotiations and
this price was normally lower than the market price by 5

to 1d per cent, Further, about 70 per cent of producers
sold their produce in the form of kapas; It was observed
by the report thet the movement of prices from yeer to yeer
for all varieties in Relchur me rket was very erratic,
Hence, the farmer's position is most uncertain.

The report did-not estimate the prodvcer's share in
the consumer's mpee end the shsre of different class of
farmer's in the millowner's rupee.

- 8. SeH1 sh6 made a systematic study of msrketing of
cotton in Ralchur District, Kernataka State. He ‘:ldentified
four principal channels for é&isposal of cotton in the
Ralchur distriot. The channel of regulated merket occupled
the prominent place as it had accounted for more then 80
per pent of the famers and more then 90 per cent of the
totel produce. The cther three channels involving villege
merchant 1‘and lord, Teluks merchant seemsd to be less
prominent as they had asccounted for less than 20 per cent
of the fearmers enad aboﬁt 7 per eent of the produce
respectively. However, it was found that relatively more
number of farmers in the categories IIT, IV and V (Table
L.5 end 4.6) hed s0ld in regulsted markets compsred to
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Table L.4: Costs and profffé of various merket
intermedisries snd price spread for cotton

in different‘marketing chennels,

- ek R W an e am MR N SR ar G S} W Ep Wl Em WD Em WP AR W Bk W TEP Em W e ms R W e

Sr. Market Intermediaries Cotton {Rs/Quintal)
No. S Marketing Chennels
I II III IV

- wr ar W WS e an *E M W WE @ s SF En WS @ N Gn G W R W @ s ws e W W g wm

I Producer:

" Price received 183.88 172.88 174,.54 163,30
(85.39) (84.53) ({75.11) ﬁ74.57)

IT Villaege Merchant: _
Purchase price - - 175.52 164,28

(75.53) (75.01)
Costs . - - 6.57 6.19
Sale price - - 205,01 191,82

Profit as a percentsage 1 : .
of the purchase price - - 13. 06 13,0

IIT Commission Agent:
Costs - 1.58 - 1.58
Commis sion - 2.7 - 2,92
Iv Co-operative Sales Soclety:

Costs 1.75 - 1.75 -
Commission 2;87 - 3.12 -
v | Trader: .

Purchase price 191,08 180.25 208.13  1G4.74
Costs \ 18.30 18,30 18.30  18.30
Sale price 215,34  20,.51 223.39 216,00
Profite as a % of the

purchsse price | 3.12 3. 31 2,86 3. 06
Price spread (Rs.) 31,43 31.63 57,85 55.70

Continued ,,
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Sr. Market Intermedisries Cotton (Rs/Quintal)
No. | - i ° Merketing Cheafifidls :
I II III IV

Price spreed as a % of
proc essors/traders’

sale price 1461 1547 - 24.89  25.43

Price spreed as &'.% of
prozessors/traders!
sale rrice :

(considering the profit ‘ ‘
of intermedieries only) 3.29 3.47 13,02 13,08

Nete: Figﬁres' in parentheses indicate peroemntsages
- %o the traders'/prooessors' sale price.
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Teble 4, 5: Marketing of cotton through
dif ferent sgencies

Agency. I II 1III IV V. Total
Village Merchent 2 0 0 0O O
Lend-Lords 0 1 2 1 2 6
Taluka Merchants 2 3 o 4 0 9
Regulated Markets 1@ g 28 33 12 83

S D D W S A SED Y Gy G M S W T D e ds R W D R W e =



78

Table 4,6: Marketing of cotton through various
agencies in drx and irrigeted ereas

4 Category of Fsrmers
Agency I II T IV v

Ireigetton/bry I D I D-I- D T P I D Total
Villége Merchant 0 2 - - - - - - - - 02
Lend-Lorad . e e 1 - 2 - 1 - 2 0é
Tal nkn Merchent 2 -~ 1 2 = = 1 3 - - 09

Regule ted Market
(Commi 881 on

Agent ) o 1 5 &4 11 17 23 10 9 15§ 83

I = Farmers growing cotton on irrigated trects,

D = Fermers growing cotton on dry tracts,
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their smeller count erparté. Further it was found that
‘relatively more number of irrigsted cotton farmers sold
their produce in the regulated markets compsred to 4ry
ocotton farmers, And the study reveeled theat, the farmers
ha 4 redeived the maximum price when the produse was sold
et the reguiatgd markets.

Further, the study revealed the fact thet the
intermediaries in the Raichur market enjoyed higher rate of
profits, especielly commission agents end wholesale merchants,
The study contended thst the role of commission agent eppears
to be totally non-functicnal in tems 61’ crestion of
utilities - in contrest to the wholesale merchants who
contri bute to the creation of plece, time and form utilities.
The contributions of village merchents, taluke merchants,
and land-lords mainly in the creaetion of place utilities
which however was found to be the result of lack of

Category I, couprising the fermers with holding sizes
- less then one hectare,

Category II, comprising the farmers with holding sizes
between one and two hectares.

Category III, comprisipg the farmers with holding sizes
between 2 and 5 hecteres. _

Caetegory IV, with holding sizes‘between 5 and 10 hectares
and

Category V, with holding sizes ebove 10 hectares,
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producer's organisati on coﬁpled with thelr low economie
cepacities. The study reported that, hed the producers
been orgenised it would have been very essy to eliminate
the leakesge by making cepable of approaching directly the
reguleated markets. And the researcher opined that the
ourrent of mode of esrning income by these intermediariés
make s them a part of the force which wants to keep the
poorer producers dlsorgsnised end deprived of amy ability
to reach the orgenised market, The study suggested that
the effiecient organisation of poor farmers is & must to
inorease slgnificently their share 1n_ the conswmer's rupee,
\./“’_;Lccording to the study, the shére of a cotton growing

farmer in general was 62_ per cent of the price pald by the
millovner, with the'r.armers in the cetegory IV receiving
the maximum shere i.e, 65 per cent as against the farmers
in the category I, who received the minimum, 1.,e. 48 per
cent. It was found that the feormers in the categories T
end II recelved signific antly lower priqes compared to the
fsrmers in the categories ITII, IV end V.. The producer's
share in the millowner's rupee for a dry cot ton farmer hed
been renged between L4 end 58 per ocent as ageinst 53 and
70 per cent of an irrigated farmer.

The study slso estimated the cost of marketing of
kapas in Ralichur market. The ma j or components of the
merketing costs for the farmer were handling, batara*

trensportstion, hamali, weighment, commission, insurencge

* Pecking meterial used to conteln the kapas,
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and ginning, The average' per quintal of marketing ocost
jneurred by a cotton growing fermer in general was Rs, 21
vhich amount ed to 4.53 per cent of the gross income recelved
by f.he fermer, The corresponding figures for 4ry and
irrigafed catton fermers was Rs, 19 eard Rs, 23 esmount to
l,.66-and L.57 per cent of the gross income respectively.
* Changes due to commission end lnsurence emounted to almost
60 per cent of the totel merketing costs. While rest of
the items like trsnsportetion, batene, hamsll etc, were
found to inevitable and necessary elements of the cost,
the same was repcrt-ed to be not true with respect to the
conmlssion and insurence ocharges. In fact the insurence
cherges levied was in contrary to the prescribed Reguletion
of the Agrioultural Froduce Marketing Committee. Thus the
elinination of these were eventuslly would have resulted
in en inorecase in the income of the producer by about 3
per cent. ‘ _ A

- The study, further, made an appraisal of the
Tunctioning of reguleted market snd contends that st the
Ralohwr market, » small fsrmer was at a disadvantage with
respect to grading amd weighment eand heme the price
recelved by him was lesser owing to the smaller quantity
of the produce at thei‘r disposal &and the relatively smaller
holding cepacities, compared to h‘is blgger counterparts.
The study noted that owing to the oligopsonic teandencles in
the nature of competi tion prevelling at the regulated
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markets all the farmers were at & disadvantage, and @
small/poor fermer hss at a higher level of disadvantage,
Selling in the forn of lint rather than kapas though found
more profiteble, small quentity of the dispossable produce
and dif ficulty in selling the lint end seeds separately had
forced, particularly small farmers to sell thelr produce
in the fom of kapas oniy. Further, farners were of the
opinion that cot ton seeds grown on irrigeted tract were
hermful to be used as feed for cattle end were relustant

to go for ginning of kepas before selling.

The study concluded by saying that higher profits
realised by the trading agencies’in déaling with the produce
of the fermers and =o the significantly lower prices
recelved by them, which however contribute to the lower
operetionel efficiencles, were sure indicators of the
Imperfections and its efficiency particulasrly from the point -
of view of the small/poorer farmers. As these imperfections
were found to be operating egsinst a particular class of
farmers, this imperfeot marketing system was also biaesed
against the poarer famers resulting in thelr getting
relatively a smaller share in the distribution.

The study suggested that efforts should be made to
achieve & national policy of establishing a regulated
merket within a 6 kms of produser's village so that even
the smell and the poorer farmer cen evail of it. It ocslls

for provision of éirect ssles wl thout reference to the
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commission egents so thet the producer's gross imcome
inoreases substantielly in addition to the provision for
selentific grading on the basis of ginning perocentage for
kepas and staple length far lint. This, it was felt that
might help in fetching e uniform price for any individuel
faTmer and curbs the present tendency of quoting different
pric es by traders for different lots, all grown by the seme
fermer on the same plot,

A notsble feature of the study was that probably for
the first time an aessertion is made that the marketing of
eny commodity csnnof be complete by itself. The author
proveé the seme by esteblishing the fact whatever the level
of efficiencies achieved by fermers in respect of marketing
can be traced back to the level of efficiency achieved in
respect of inputs of produoc tion meinly capitai and labour.
And further it is shown that the differences in merketing
efficiencies aschieved by the small/poorer and lsrge/rich
farmers could be explained in terms of thelr differenses in
production efficiencies and mainly that of capital.

S.B. Hosemeni snd H,C. Ii'iremzaui:‘rzB.9 in their study,
entitled "An Economic Anelysis of Production and Marketing
of Cotton - A Cese Study of Small Fermers in North-Karnestaka"
(1984), attempted to investigate the ocropping pattern; vace
and pettern of market arrivals of cotton, end withdrawals
of cotton lots, to identify and compere the verious channgis

adopted by farmers for selling their produce, estimate the
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farmé"s share in consumei"s rupee and profits of
intermediaries etc, in Soundattl snd Bellhongsl merkets of.‘.
Belgeum district. While Varalaxml cotton was predominent
in Soundatti taluk énd that the Jeyadhar qotton‘was
predominent in Bellhongsl taluk. '

The proportion of srrivals in the pesk period in
Soundaﬁti market to the total ennval asrrivals was found to
be more then 70 per ocent. For the peek period in Bailhongel
market the percentage of market arrivals of cotton exceeded
95 per cent. _ . .

fl’he study ettempts to compare the smell and large
farmers wi th respect to the holding oapaqities by comparing
the proportion of produeer/sellers 1n‘eaoh group who withdrew
their produce for subsequent seles when they are not
-satisfied with the prices offered in the tender, AIn this
connection it may be noted that, the bye-lews of
Agrioculturel Masrketing Committees make a provision for a
“seller to rerué.e to sell if he 1s not satisfied with the
price quoted, The proportion of the small and large
fermers who had withdrswn after offering the produce for
sele were 25 and 35 per cent respectively. This lower raste
of withdrawls was sttributed to the poorer financisl strength
end prior indebtedness of the farmers which ha.d compélled
the farmer to resort to distress ssle, Further, relatively
the poor bargeining capacities of the small farmers had q

-

resulted in relatively much lower prices compared to their
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bigger counterparts. ‘ | »
The following 3 important channels were 1Qentiﬁed

for marketing of ocotton in the study aerea: ('I'a’qle 4e7)
I Producer seller - village merchant - commission
agents - wholesaler - miller,
IT Producer seller - commission agents - wholessler -
‘ miller, and
>III Producer seller - co-Operative marketing society -
wholesaler - miller, )

The marketing cos ts were higher und er chanhel I
compared to the chennel iI and. III. It was found that the
marketing costs vincu-rred by en individual fermer decreasing
with the increasse in the size of holding. mrther, the
study‘ 6b served that on an average small farmers recei ved
7 to ~79 per oent of the reteil price forl.']'ayadha‘ar cot ton
and 77' to 86 per cent fo‘r Verelaxmi oot ton. The shere of
the medium farmers varied between 80 to 82 per cent for
Jayadhsra cott;oh snd 86 to 87 per- cent for Varaléxmi ootton,
The large farmers were able to obtein 84 to 86 per oenf for
Veralaxmi cotton. This dif ference in the share of different '
group of farmers in the miller's rupee was presumably due
to stronger withholding cepacity of the large farmers who
had strong finenciel resources at their commasnd and who
could afford to sell Airectly to the millers due to large
quantities at their dispossel,

The study found that the channel II was found to be
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Size group Soundatti Market ! Bailhongal Market
of Farmers e e ee e - = et
Channels Channels
D S - 5 S S R
‘Smell Farmers = 5 16 9 b 22 5
16.67% 53.33% - 12.9% 70.87% 16.13%
Quantity sold 22 147 158 16 65 21
in Qtls. 6.73% Lk4.95% 48.32% 15.69% 63.72% 20.5%
Medi unFarmers - 7 A - 6 3
_ 63.64% 36.36% 66.67% 33.33%
Quantity sold &l 201 169 . 59 28
in Qtls. 54.32% L5.68% 67.82% 32.18%
Lerge Farmers - 5 kb - L 6
.- 55, 56% L. L% LO%  60%
Quantity sold - 287 306 - 212 129
in Qtls, S L3.40% 51,604 - 62.17% 37.83%
Tot el

5 - L .32 1,
10% 56% Bk% 8% 64% 28%
Quantity sold 22 635 633 16 178

-- 1.71% 49.22% 49.07% 3,02% 63 a% 33,58%

---——---—------ﬁ------———h--—--—
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the most predominently used channel of marketing of cotton
in the study area. This was in contrast to the channel I
which was the least adopted that too by small farmers.

The researchers opined that the main reasbn
responsible for the extensive usage of the channel II over
channel III lay in the fact that most of the producers
stood in urgent need of cash which the commission agents
were willing to advance. The co-operative marketing soclety
insisted on actual surrender of produce to get advance and
refused to make advances against the standing crops. It
therefore failed to attract small and medium farmers.

4,3 Critical Remarks

Some étudies like that of Satish§ are comprehensive to
some extent, while the others do not cover in depth all the
aspects of marketing. Moreover, all the earlier efforts were
restricted to a particular corner, Bombay Karnataka area
comprising Hubli and Gadag markets. This may be because,
Dharwar district comprising Hubli and Gadag markets were
covered under Intensive Cotton District.Programme. Added
to this, it was in Gadag that the co~operative movement of
cotton had started, perhaps for the first time in India,

Most of the studies in respect of cotton price
spreads in Karnataka and in India are all of general nature
i.e. the estimates are reported for the farm community as

a whole ignoring the diverse socio=economic hierarchy, It
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would, however, be instrudltive to study each aspect of
marketing of ooti;on_ in relation to the c¢lass strusture of
oultivarto.rs. It is generally 1gnore§ tha't.the,income levels
for a farmer ere a function of not only output and the
product prieces but also the constraints there in. In the
background of this persistent negligence along with
sign:lﬂoant' evidence to show thet the marketing efficiencies/
costs for the poor farmers are signiﬁo'antly 1ower/higher then
those for the relastively richer ones, It is Imperative to
teke into account explicitly the clas‘s structure of
cultivators for studying the marketing structure and its
efficiencies, -

The share in the consumer's rupee {for any
agri cultural commodity )} for an individual ramei' depends on
the chennel through which he 1s forced to sell his produces,
Acoordingly the intermediaries involved and their ocost and
contributions as well ss the inocomes do very from channel
to channel, The general tendency observed in eny marketing
study has been to compute the profits acerued to the various
intermediaries end compare the same with their contributions
towards the creation of utilities (leaving margin for costs)
80 &3 to have an i1dea ebout the extent or normalness of the
i1ncome derived. ZExcept for the study undertsken by S'atish6
there has been no rationsale or an objective methodology
developed so 23 to dubb the income mcorued to an

intermediary as nomeal or not. Sati sh6 has made use of the
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Nntionsel Sample Survey daté in order to srrive at a
perti culer per cepita per month income which would meet the
basic and the necessary requirements of en individuval. The
same is compared with the per capita per month inocome
scorued to the intermediaries involved in marketing of
cottoﬁ to brand the seme as nomal or not depending on
whether the income is equal to or dif fering from the N.S.S,
computed (normsl) income,

In the absence of sny other methodology, this
rati onele seems ressonable, However, %the point to be
consldered is that the femily size in the rursl/semli-urban/
urban area has been estimated as the éverage based on sample
observations. Thus owing to sempling errors th_eir could ‘pe
some errors in estimating the per capite per month income.

An attempt has been meade by some authors like Satish6,
to develop certsain measures to quantify the efficiencies in
marketing, especially taking into account the heterogeneity
smong the ferm oommunity. He hes brpught out two concepts
of efficlency viz.,, 'operational! and 'distributional!
efficlencles, The former deals with the efficiency by whieh
various marketing operationse are oarried out in the system
and the latter desls wi th the extent of enjoying the fraits
of operationel efficiency by dif ferent olasses of farmers.

Hovever, the computationsl procedures developed ere
quite complex and hence calls for an easler methodology to

be used for the purpose. A noteworthy thing brought out
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by the study wses that all the farmers, irrespective of small
or lerge were at a disadvantage in msrketing their produce
and i'nrrastructural bottlenecks common to all the categories
were more impccrtant thsn those specifioc to e perticuler type
of farmers, -

Despite the oversll negligence persistant in the study
towards th e heterogenel ty emong the farm community, there
have beén 1s0lated instences, wherein the same has been taken
into account but confined to very few aspeots of marketing,
Some of the examples of such studies are that due to
Jassudmwalazz, Reo .and Raozo, Mohanftaozg, ! Satish6 and
Hosamanl and Hiremathza. Most of these studies single out
the emount of the quantum of the produce at the disposal of
the farmer as the main factor determining the chexnel through
which he sells the produce and hence the j:rice received and
the marketing costs, Thus, it is quite obvious that, no
‘marke ting study could be complete by itself unless the
prodw tion aspests are also taken into acocount. In fect
the efficiencies in merketing ere bound to be related and
in most cases determined by the level of efficiencies
achieved by the individuasl farmers in respect of the factors
of production. This aspect of production, marketing linkages
hes been dealt by very few studies in the country thet too
only in brief.

' Another striking feeture brought out by the review
1s that selling the produce in the form of lint rather than
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in the form of kepass 1is mdre profiteble to the farmer. In
spite of this the majority of fermers sell their produse in
the form of kepas meinly due to the Alffloulty fasced by
them in selling the lint and seeds separately snd owlng to
smell quentum of prodwé et their disposal,

On the whole it could be concluded that the principal
channels for marketing of cotton in India and in Karnateka
are through the remhteé_‘rgpg;'lfgts and the oco-operatives,
There is en 1ndicéuti;ah that me\m
better price compared to the private trading. A smell
farmer with smaller -quantity at his disposal is found to be
at a disadventgage in respect of the pric‘e Teceived per unit
of the produce, The fact that the chargeé due to commission
and insuranee at the regulated merket sccounts for a little
more then 60 per cent of the total merketing costs calls-
for a marketing conditi on where the transeactions could be
held without reference to the commission agents. 1In fsot
the efforts should be concentrated towards creating a
favoursble marketing atmosphere as to promote a direct end
non-inhabitory interasctl on between the producer seller and
ths buyers/so that both the producers and consumers be able

to reelise the meximum.
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CONGLITST ON

Marketing is a pre-requisite for any agricultursal
improvement. Over the years there have been some struc tursl
changes in the marketing of agricultural commoditlies both
food énd non-food owing to ective involvement of private,
co-operative snd government egencies end also owing to
changes in the government policies in the merketing process,

Cotton 18 one of the most important commercial orops
oc cupying about 80 lakh hecteres of crop area ang
contributing sbout 3 per cent of the totel output of crop
production in Indie. The movement of ‘raw cotton from the
famm to the finsl consumer in the form of pressed bales of
lint involves meny stages like essembling, pooling, grading,
é!nning end pressing end transportation snd storsge, besides
buying end selling in the assembling and terminal merkets.
The performence of these several operations by different
egencles elong with the inter-relationship among them
consti tute the cotton merketing system. .The oharges paid
for the services rendered by the seversl agencles put
together consti tute the ms rketing ocost. The share of the
producer in the sctual price peid by the final consumer
of 1lint, depends upon this cost. The higher 1t is, the
lesser his shere end vice verse, Obviously, given the
level of prices the lerger his share, the greater the

incentive to him to allocate larger area to ocultivation of
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cotton end to raise pnodudtivity on his farm, At the other
end of this merketing chain, the lower the cost of marketing,
the lower i3 the cost of rew msterisl to the manufacturer
end@ the price of finished product to the consumer and
vice-versa, .

Among the me jor cotton growing stetes of Indla,

Karns teke renks third in area and fourth in production
respectively. The state of Ksrnateka recorded on an everage
erea of 10 lakh hecteres. During the year 1983-8L the srea
under cotton was estimaeted at 77.85 lakh heotares and the
production was 65,82 lakh bales as sgainst the figures §.28
lakh hectares end 3.16 lakh bales for the period 1950-51.
And per hectere productivity haes increased from 55 kgs. of
1int in 1950-51 to 106 kgs. per hectare in 1983-84.

A study of the growth rates in area, production end
produw tivity at the state level over the period 1964-65 to
1983-8L revealed e negative growth rate as fer ss ares
under cotton was concerned end positive growth retes in
respect of production and produotivity. The ecompound
growth rate in srea worked to be - 0.2907 per cent per annum
and the same for output to be 2.917 per cent per snnum es
against 3,974 per cemt per annum for productivity.

From the survey of litersture it is very olesr that
in the state it is for all practic el purpose one sector
model with sbsolute predominamse of rrivete trade sgencies,
About 85 per cent of the total prodwe is marketed through
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private trading sgencies ih regulsted merkets. And about

15 per cent of the produce is merketed through co-operative
merketing societies inspite of the feoct that 1t is beneficial
to the fermers t sell their produce through co-opez;atives.

- The shsre of the produo er is lower in private trade
chennel as compared to co-operetive chennel in the millowner's
rupse, Ani intermedisries enjoy & higher rate of profit,
this is especially the case with the commlission agents end
the wholesale merchasnts, inspite of the fact that their
contri bution in the oreaﬁi on of utility in the commodity
has been limited. Despite the adopti oh of new technology
in angieulture, small fermers héva not.‘ recelved the benefits
which were expected out of it. This is pertiocularly so in
oase of commercial erops like cotton where costly inputs ere
reguired and where mrketing mechanism has fully aedjusted
and adopted to the requirements of the new situation in the
state. Govermment from time to time, has provided certain
facilities 11ke warehousing and oredit to protect the
interests of small farmers, By end lerge, however, they
have made no signific ent impset. This hes been primarily

‘ size of .the holdings
duve to the smell end vneconomice), poor resources bsse, lack
_of technicel knowledge end & chain of middlemen involved in
the process of marketixig. |
It 18 elleged thet the support price recommended by
the egrienltural prices commission and fixed by the

Government of Indie, besr no reletion to the cost of
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cultivation and therefore are not remunerative, Nor do
these prices heve any relation to the marketing realities
of raw cotton or prices of finished textiles, A brief
survey of Government's policy of floor prices suggests that
some of the importent factors which should heve been
considered in fixing prices were not teken into sccount.
Tn the context of long run development of ootton cultivation
1t is neceséary the t some formlae is Adevised which woula
consider all the 1mportént 1ssues involved in the problem,
The necessity is therefore felt for s long term price
incentive policy. No study, however, has thrown light on
this aspect. |

Efforts should be ooncentrated to achieve the national
pollcy objective of establishing a regulsted merket within
6 kma., of produwcer's village, so that even the small &nd
poorer fsrmers oen avail of it's provision for direct sales
without the reference of the commission sgents so that
produscer's gross income incresses substentially. Cotton
Corporastion of India should extend its operation throughout
the seeson especislly st the téluk levels so thet the farmers
may save the cost of transfering the produce from the farm
to the market at the A striot heedquerters. In areas where
private trade is dominaﬁt end the benefits of reguleted
merket s do not percolete to farmers, the government should
intervene through effective implementation of legislative

meéasures go that fermers cen sell kapas in regulated market;.
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