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What is Marketing?

• Marketing has been defined in various ways. To understand
what marketing is we dwell upon the following definition:

“Marketing is a process by which individuals and groups
obtain what they need and want through creating, offering,
and exchanging products of value with others.”

• This definition of marketing rests on following core concepts:

1) Needs, Wants and Demands

2) Products

3) Value and Satisfaction

4) Exchange and Transactions

5) Markets

6) Marketing



1. Needs, Wants and Demands

• Marketing has its origin in the fact that humans are creatures
of needs and wants. In fact, marketing thinking starts with the
fact of human needs and wants.

Needs:

• Needs describe basic human requirements for survival.

• Anything necessary to sustain life is considered as a need.

• A human need is a state of felt deprivation of some basic
satisfaction.

Needs are a state of self-deprivation of an individual.

Human needs are of various types such as physiological
needs, safety needs, esteem needs, etc.

Needs are not created by society or marketers; they exist in
the very texture of human biology and the human condition.



Wants:
• A need becomes want when it is directed to specific

object that might satisfy the need. In other words, wants
are desires for specific satisfiers (objects) of needs.

Human wants are continually shaped and reshaped by
social forces and institutions.

A marketer can influence human wants by providing a
variety of need-satisfying objects.



Demands:
• Demands are wants for specific products that are backed by

an ability and willingness to buy them. Wants become
demands when supported by purchasing power.

Companies must therefore measure not only how many
people want their product but, more important, how many
would actually be willing and able to buy it.

Marketers do not create needs; needs pre-exist marketers.
Marketers, along with other societal forces, influence wants.
They can influence human wants by providing a variety of
need-satisfying objects. Further, marketers influence
demand by making the product appropriate, attractive,
affordable, and easy available to customers.



2. Products
• People satisfy their needs and wants with products.

A product is defined as anything that can be offered
to satisfy a need or want. The product covers both
goods and services. Products are goods and services
that are capable of delivering satisfaction of a want
or need. Products are alternatively known as
offerings or satisfiers.

The importance of physical products lies not so much
in owning them as in obtaining the services they
render. The physical products are really vehicles that
deliver services to us.



3. Value and Satisfaction
• In terms of marketing, the product or offering will be successful if it

delivers value and satisfaction to the buyer.

• The buyer chooses between different offerings on the basis of
which is perceived to deliver the most value.

• We define value as a ratio between what the customer gets and
what he gives. The customer gets benefits and assumes costs, as
shown in this equation:

Value = Benefits/Cost

• For example, a customer choosing between two value offerings, V1
and V2, will examine the ratio V1/V2. The customer will favour V1 if
the ratio is larger than one; he will favour V2 if the ratio is smaller
than one; and he will be indifferent if the ratio equals one.

• Satisfaction is measured on the basis of perceived performance
(value) and the actual performance (value) of the product. If
perceived performance and actual performance are matched,
consumer is said to be satisfied.



4. Exchange and Transactions
The fact that people have needs and wants and can place
value on products does not fully define marketing. Marketing
emerges when people decide to satisfy needs and wants
through exchange.

• Exchange is the process of obtaining a desired product from
someone by offering something in return.

• For exchange to take place, five conditions must be satisfied:

i. There are at least two parties.

ii. Each party has something that might be of value to the
other party.

iii. Each party is capable of communication and delivery.

iv. Each party is free to accept or reject the exchange offer.

v. Each party believes it is appropriate or desirable to deal
with the other party.



• Whether exchange actually takes place depends upon
whether the two parties can agree on terms that will leave
them both better off (or at least not worse off) than before.
Exchange is a value-creating process because it normally
leaves both parties better off.

• Exchange is a process rather than an event. Two parties are
engaged in exchange if they are negotiating—trying to arrive
at mutually agreeable terms. When an agreement is reached,
we say that a transaction takes place.

• A transaction involves at least two things of value, agreed-
upon conditions, a time of agreement, and a place of
agreement.

• Transactions are the basic unit of exchange. A transaction
consists of a trade of values between two parties.

• Note that a transaction differs from a transfer.



5. Markets
• Latin word “Marcatus” meaning merchandise, trade or place where goods 

are bought and sold.

• Word “market” has been widely and variedly used to mean:

(a) a place or a building where commodities are bought and sold, e.g.,
super market; (b) an assembly of buyers and sellers at stated time & place,
e.g. hat; (c) potential buyers and sellers of a product, e.g., wheat market
and cotton market; (d) potential buyers and sellers of a country or region,
e.g., Indian market and Asian market; (e) and organization which provides
facilities for exchange of commodities, e.g., regulated market, and Bombay
stock exchange.

• So the word market has been described in different ways by different
authorities. Some of the definitions of market are given as follows:

 A market is the sphere within which price determining forces operate.

 A market is the area within which the forces of demand and supply
converge to establish a single price.



 The term market means not a particular place in which things are bought
and sold but the whole of any region in which buyers and sellers are in
such a free intercourse with one another that the prices of the same
goods tend to equality, easily and quickly. -[By Cournot].

 Market means a social institution which performs activities and provides
facilities for exchanging commodities between buyers and sellers.

• Thus in common parlance, market refers to a physical place where goods
and services are exchanged between buyers and sellers at a particular
price.

• Economists define market as an arrangement whereby buyers and sellers
come in close contact with each other directly or indirectly to exchange
goods and services.

→ The market need not necessarily be a place, it is basically a exchange
situation where titles to commodities are changed.



• For a market to exist, certain conditions must be satisfied.
These conditions should be both necessary and sufficient.
They may also be termed as the components of a market.

1) The existence of a good or commodity for transaction
(physical existence is, however, not necessary);

2) The existence of buyers and sellers;

3) Business relationship or interaction between buyers and
sellers; and

4) Demarcation of area such as place, region, country or the
whole world.

→ The existence of perfect competition or a uniform price is not
necessary.



6. Marketing
• The concept of markets brings us full circle to the concept of

marketing. Marketing means working with markets to actualize
potential exchanges for the purpose of satisfying human needs and
wants. One of the shortest definitions of marketing is “meeting
needs profitably.”

• Like market, marketing has also been described differently by
authorities in different ways. Some of the definitions are
reproduced below:

 Marketing includes all activities involved in the creation of place,
time, form and possession utilities.

 Marketing consists of the performance of business activities that
direct the flow of goods and services from producer or supplier to
the consumers or end users.

 Marketing includes those business activities which are involved in
the flow of goods and services from production to consumption.

 Marketing is the business process by which products are matched
with markets and through which transfers of ownership are
effected.



• Broad Conclusions:

→ Marketing consists of a series of business activities and
services involved in moving a product from the point of
production to the point of consumption.

→ Marketing includes many agencies and institutions.

→ The process of marketing makes commodities much more
valuable.

→ The process of marketing starts with a product.

• It will be observed that a plethora of definitions exists; some
of them are very broad, others are rather narrow. These
definitions omit two key elements to effuse the marketing
concept, i.e. a customer orientation and inbuilt sustainability.



• In fact marketing process consists of three steps: 

-The Meaning of Marketing-

• Marketing is the performance of business activities that seek
to accomplish an organization’s objectives by anticipating
customer needs and directing a flow of need-satisfying
goods and services from producer to consumer.
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AGRICULTURAL MARKETING

Concept and Definition:
• The term agricultural marketing is composed of two words –

agriculture and marketing. Agriculture means growing and/or
raising crops and livestock. Marketing connotes a series of
activities involved in moving the goods from the point of
production to the point of consumption. It includes all the
activities involved in the creation of time, place, form and
possession utility.

• Agricultural marketing is defined as the study of all the
activities, agencies and policies involved in the procurement
of farm inputs by the farmers and the movement of
agricultural products from the farms to the consumers.



• The agricultural marketing system is a link between the farm
and the non-farm sectors. It is composed of two major sub-
systems viz., product marketing and input (factor) marketing.
The actors in product marketing sub-system include farmers,
traders, processors, exporters, cooperatives, regulated market
committees, etc. The input sub-system includes input
manufactures, distributors, exporters, importers, and others
who make available various farm inputs to the farmers.

• The agricultural marketing system includes the organization of
agricultural raw materials supply to processing
industries/consumers, the assessment of demand for farm
inputs and raw materials, and the policy relating to the
marketing of farm products and inputs.



Objectives of the Study of Agricultural Marketing:
• A study of the agricultural marketing system is necessary for an

understanding of the complexities involved and the identification of
bottlenecks with a view to providing efficient services in the
transfer of farm products and inputs from producers to consumers.
An efficient marketing system minimizes costs, and benefits all the
sections of the society.

• The expectations from the system vary from group to group; and,
generally, the objectives are in conflict. The efficiency and success
of the system depends on how best these conflicting objectives are
reconciled.

 Producers:

Producer-farmers want the marketing system to purchase their
produce without loss of time and provide the maximum share in
the consumer’s rupee. They want the maximum possible price for
their surplus produce from the system. Similarly, they want the
system to supply them the inputs at the lowest possible price.



 Consumers:
The consumers of agricultural products are interested in a
marketing system that can provide food and other items in the
quantity and of the quality required by them at the lowest possible
price. However, this objective of marketing for consumers is
contrary to the objective of marketing for the farmer-producers.

 Market Middlemen and Traders:
Market middlemen and traders are interested in a marketing
system which provides them a steady and increasing income from
the purchase and sale of agricultural commodities. This objective of
market middlemen may be achieved by purchasing the agricultural
products from the farmers at low prices and selling them to
consumers at high prices.

 Government:
The objectives and expectations of all the three groups of society –
producers, consumers and market middlemen – conflict with one
another. All the three groups are indispensable to society. The
government has to act as a watch-dog to safeguard the interests of
all the groups associated in marketing.



Government tries to provide:

i. the maximum share to the producer in the consumer’s
rupee;

ii. the food of the required quality to consumers at the
lowest possible price; and

iii. The enough margin to market middlemen so that they
may remain in the trade and not think of going out of
trade and jeopardize the whole marketing mechanism.

Thus, the government wants that the marketing system
should be such as may bring about the overall welfare to all
the segments of society.



Broad Classification and Characteristics of 
Agricultural Markets 

Types of Agricultural Markets:

Markets for agricultural produce may broadly be classified into
three categories:

1. Wholesale markets

A. Primary wholesale markets

B. Secondary wholesale markets

C. Terminal markets

2. Retail markets

3. Fairs



Characteristics of Agricultural Markets:

In India, farmers’ produce is generally disposed off in the village,
rural/primary markets or secondary agricultural markets. The chief
characteristics of agricultural markets are:

i. Insufficient number of markets
Av. area served by a market is 115 sq. km. Acc. to recommendations by
National Farmers Commission, availability of markets should be within 5
km. radius (approx. 80 sq. km.).

ii. Low density of regulated markets
A network of >7100 regulated (secondary) markets & about 28000 Rural
Primary Markets (about 15% of which are also regulated). Av. area
served by a regulated market is 454 sq. km (103 to 11215 sq. km.).

iii. Inadequate marketing infrastructure
Auction platform in2/3rd, cold storage in 9%, grading facility in <1/3rd
markets.



iv. High incidence of market fee/ charges

Market fees: 0.3-2%, commission charges: 0.5-4.5% in foodgrains, 3-7% in
vegetables.

v. Restrictions in Licensing

Creation of monopoly, prevents competition.

vi. Less remuneration to the farmers and high intermediation cost

Long supply chain causes producer's share to reduce.

vii. Market information asymmetry

The information reaching the farmer is often with a time lag.
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CLASSIFICATION OF MARKETS

Markets may be classified on the basis of each of the dimensions mentioned
below.

1. On the basis of Location:

On the basis of the place of location or operation, markets are of the
following types:

a) Village Markets: A market which is located in a village, where major
transactions take place among the buyers and sellers of a village is called
a village market. Perishable consumer products such as milk, vegetables,
fruits, etc. are sold and bought in village markets.

b) Primary wholesale Markets: These markets are located in big towns
near the centers of production of agricultural commodities. In these
markets, a major part of the produce is brought for sale by the producer-
farmers themselves. Transactions in these markets usually take place
between the farmers and traders.



c) Secondary wholesale Markets: These markets are located generally in
district headquarters or important trade centers. The major transactions
in commodities take place between the village traders and wholesalers.
The bulk of the arrivals in these markets is from other markets. The
produce in these markets is handled in large quantities. There are,
therefore, specialized marketing agencies performing different marketing
functions, such as those of commission agents, brokers, weighmen, etc.

d) Terminal Markets: A terminal market is one where the produce is either
finally disposed off to the consumers or processors, or assembled for
export. Merchants are well organized and use modern methods of
marketing. Commodity exchanges exist in these markets, which provide
facilities, for forward trading in specific commodities. Such markets are
located either in metropolitan cities or in sea-ports – in Mumbai,
Chennai, Kolkatta and Delhi.

e) Seaboard Markets: Markets which are located near the seashore and are
meant mainly for the import and/or export of goods are known as
seaboard markets. Examples of these markets in India are Mumbai,
Chennai, Kolkatta and Kochy.



2. On the Basis of Area/Coverage:
On the basis of the area from which buyers and sellers usually come for
transactions, markets may be classified into the following four classes:

a) Local Markets: A market in which the buying and selling activities are
confined among the buyers and sellers drawn from the same village or
nearby villages. The village markets exist mostly for perishable
commodities in small lots, e.g., local milk market or vegetable market.

b) Regional Markets: A market in which buyers and sellers for a commodity
are drawn from a larger area than the local markets. Regional markets in
India usually exist for food grains.

c) National Markets: A market in which buyers and sellers are at the
national level. National markets are found for durable goods like jute and
tea and also for most of the agri-products .

d) World Market: A market in which the buyers and sellers are drawn from
the whole world. These markets exist in the commodities which have a
world-wide demand and/or supply, such as coffee, machinery, gold, raw
cotton, sugar, rice, wheat etc.



3. On the Basis of Time Span:
On this basis, markets are of the following types:

a) Short-period Markets: The markets which are held only for a few hours
are called short-period markets. The products dealt within these markets
are of highly perishable nature, such as fish, fresh vegetables, and liquid
milk. In these markets, the prices of commodities are governed mainly by
the extent of demand for, rather than by the supply of, the commodity.

b) Long-period Markets: These markets are held for a long period than the
short-period markets. The commodities traded in these markets are less
perishable and can be stored for some time; these are food grains and
oilseeds. The prices are governed both by the supply and demand forces.

c) Secular Markets: These are markets of permanent nature. The
commodities traded in these markets are durable in nature and can be
stored for many years. Examples are markets for machinery and
manufactured goods.



4. On the Basis of Volume of Transactions:

There are two types of markets on the basis of volume of transactions at a
time.

a) Wholesale Markets: A wholesale market is one in which commodities are
bought and sold in large lots or in bulk. Transactions in these markets
take place mainly between traders say, between primary and secondary
wholesalers or between wholesalers and retailers.

b) Retail Markets: A retail market is one in which commodities are bought
by and sold to the consumers as per their requirements. Transactions in
these markets take place between retailers and consumers. The retailers
purchase in wholesale market and sell in small lots to the consumers.
These markets are very near to the consumers.



5. On the Basis of Nature of Transactions:

The markets which are based on the types of transactions in which people
are engaged are of two types:

a) Spot or Cash Markets: The market where delivery or handling over of the
good is made immediately after sales is called spot market. In such market,
price of product is paid immediately at the spot and ownership of the
product is transferred to buyer at the same time.

b) Forward Markets: A market in which contract (regarding the purchase and
sale of a commodity) takes place at time ‘t’ but the actual exchange of the
commodity takes place on some specified date in future i.e., time t+1.

Sometimes even on the specified date in the future (t+1), there may not
be any exchange of the commodity. Instead, the differences in the
purchase and sale prices are paid or taken.

If exchanges are facilitated and effected by some approved organization,
say commodity exchanges in India, the market is known as futures market.



6. On the Basis of Number of Commodities in which
Transaction Takes place:

A market may be general or specialized on the basis of the number

of commodities in which transactions are completed:

a) General Markets: A market in which all types of commodities,
such as food grains, oilseeds, fiber crops, gur, etc., are bought and
sold is known as general market. These markets deal in a large
number of commodities.

b) Specialized Markets: A market in which transactions take place
only in one or two commodities is known as a specialized market.
For every group of commodities, separate markets exist. The
examples are food grain markets, vegetable markets, wool market
and cotton market.



7. On the Basis of Nature of Commodities:

On the basis of the type of goods dealt in, markets may be
classified into the following categories:

A. Commodity Markets: A market which deals in goods
(agricultural & manufactured) and raw materials, such as
rice, wheat, cloth, machinery, soap, gold, fertilizer, seed, etc.,
are termed as commodity markets. These markets may
further be produce exchanges, manufactured goods markets
and bullion markets.

B. Capital Markets: Capital market is a market for finance. In
such market, money, shares, debentures, bonds, securities,
etc. are bought and sold. For example, money markets, share
markets and foreign currency markets.



8. On the Basis of Stage of Marketing:

On the basis of the stage of marketing, markets may be
classified into two categories:

a) Producing Markets: Those markets which mainly assemble
the commodity for further distribution to other markets are
termed as producing markets. Such markets are located in
producing areas.

b) Consuming Markets: Markets which collect the produce for
final disposal to the consuming population are called
consumer markets. Such markets are generally located in
areas where production is inadequate, or in thickly
populated urban centres.



9. On the Basis of Extent of Public Intervention:

Based on the extent of public intervention, markets may be
placed in any one of the following two classes:

a) Regulated Markets: Markets in which business is done in
accordance with the rules and regulations framed by the
statutory market organization representing different sections
involved in markets. The marketing costs in such markets are
standardized and practices are regulated.

b) Unregulated Markets: These are the markets in which business is
conducted without any set rules and regulations. Traders frame
the rules for the conduct of the business and run the market.
These markets suffer from many ills, ranging from unstandardised
charges for marketing functions to imperfections in the
determination of prices.



10. On the Basis of Degree of Competition:

On the basis of competition, markets may be classified into the following

categories:

A. Perfect Markets: A perfect market is one in which the following
conditions hold good:

• There are a large number of buyers and sellers of a commodity;

• All the buyers and sellers in the market have perfect knowledge of
demand, supply and prices;

• Single price prevails through the market;

• An identical or a homogeneous product;

• Free entry and exit.

B. Imperfect Markets: The markets in which the conditions of perfect
competition are lacking are characterized as imperfect markets. The
following situations, each based on the degree of imperfection, may be
identified:



i. Monopoly Market: Monopoly is a market situation in which there is only one
seller of a commodity. He exercises sole control over the quantity or price of the
commodity. Indian farmers operate in a monopoly market when purchasing
electricity for irrigation. When there is only one buyer of a product, the market is
termed as a monopsony market. When there is only one buyer and one seller of a
product, the market is termed as a bilateral monopoly.

ii. Duopoly Market: A duopoly market is one which has only two sellers of a
commodity. They may mutually agree to charge a common price which is higher
than the hypothetical price in a common market. The market situation in which
there are only two buyers of a commodity is known as the duopsony market.

iii. Oligopoly Market: A market in which there are more than two but still a few
sellers of a commodity is termed as an oligopoly market. A market having a few
(more than two) buyers is known as oligopsony market.

iv. Monopolistic competition: When a large number of sellers deal in heterogeneous
and differentiated form of a commodity, the situation is called monopolistic
competition. The difference is made apparent by different trade marks on the
product. Different prices prevail for the same basic product. Examples of
monopolistic competition faced by farmers may be drawn from the input markets.
For example, they have to choose between various makes of insecticides,
pumpsets, fertilizers and equipments.
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MARKET STRUCTURE

Meaning:
• The term structure refers to something that has organization

and dimension – shape, size and design; and which is evolved
for the purpose of performing a function.

• By the term market structure we refer to the size and design
of the market. Some of the expressions describing the market
structure are:

 Market structure refers to those organizational characteristics
of a market which influence the nature of competition and
pricing, and affect the conduct of business firms.

 Market structure refers to those characteristics of the market
which affect the traders’ behaviour and their performances.



Components of Market Structure:
The components of the market structure, which together determine the conduct
and performance of the market, are:

1) Concentration of Market Power:

The concentration of market power is an important element determining the
nature of competition and consequently of market conduct and performance.

This is measured by the number and size of firms existing in the market.

The extent of concentration represents the control of an individual firm or a
group of firms over the buying and selling of the produce. A high degree of
market concentration restricts the movement of goods between buyers and
sellers at fair and competitive prices, and creates an oligopoly or oligopsony
situation in the market.

2) Degree of Product Differentiation:

Whether or not the products are homogeneous affects the market structure. If
products are homogeneous, the price variations in the market will not be
wide. When products are heterogeneous, firms have the tendency to charge
different prices for their products. Everyone tries to prove that his product is
superior to the products of others.



3) Conditions for Entry of Firms in the Market:

Another dimension of the market structure is the restriction, if any, on the
entry of firms in the market. Sometimes, a few big firms do not allow new
firms to enter the market or make their entry difficult by their dominance
in the market. There may also be some government restrictions on the
entry of firms.

4) Flow of Market Information:

A well-organized market intelligence information system helps all the
buyers and sellers to freely interact with one another in arriving at prices
and striking deals.

5) Degree of Integration:

The behaviour of an integrated market will be different from that of a
market where there is no integration either among the firms or of their
activities. Firms plan their strategies in respect of the methods to be
employed in determining prices, increasing sales, co-ordinating with
competing firms and adopting practices against rivals or potential
entrants.



Marketing Mix

• Marketing mix connotes the way a firm combines its marketing ingredients
to achieve its objectives in the target market. There are four elements or
ingredients of marketing mix – (a) product mix; (b) price mix; (c) place mix;
and (d) promotion mix – which are popularly known as “four P’s” of
marketing. So marketing mix is simply the blending of these 4P’s of
marketing.

• In simplest manner, “Marketing mix is the term used to describe the
combination of the four inputs which constitute the core of the marketing
system – the product, the price structure, the promotional activities and
the physical distribution system.” The outputs are optimum productivity
and consumer satisfaction.

• Marketing mix offers an optimum (least cost) combination of all marketing
ingredients so that company’s goals such as profit, return on investment,
sales volume, market share etc. can be achieved. The marketing mix will
naturally be changing according to changing marketing conditions. For one
market segment we have a typical marketing mix.



Fig: Marketing Mix
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A brief description of the elements of marketing mix (Four Ps):
1) Product:

The product itself is the first element. It stands for goods and services offered by the
firm. Products must satisfy consumer needs. The management must, first decide the
products to be produced, by knowing the needs of the consumers. The product mix
combines the physical product, product services, brand and packages.

2) Price:

The second element to affect the volume of sales is the price. The marked or
announced amount of money asked from a buyer is known as basic price-value placed
on a product. Basic price alterations may be made by the manufacturer in order to
attract the buyers. This may be in the form of discount, allowances etc. Apart from this,
the terms of credit, liberal dealings will also boost sales.

3) Promotion:

The product may be made known to the consumers. Firms must undertake promotion
work-advertising, publicity, personal selling etc., which are the major activities.
Promotion is the persuasive communication about the products, by the manufacturer
to the public.

4) Physical Distribution (place):

Physical distribution is the delivery of products at the right time and at the right place.
The distribution mix is the combination of decisions relating to marketing channels,
storage facility, inventory control, location, transportation, warehousing etc.



Market Segmentation

Introduction:
• Markets consist of buyers who differ in one or more respects. They

may differ in terms of:

― Wants,

― Resources,

― Geographic locations,

― Attitude,

― Buying practices, etc.

• Therefore, an organization cannot provide a different product and
service for each customer, neither can customers be served
properly if they are all treated as being the same.

• The technique of market segmentation is used to help solve this
dilemma.



What is Market Segmentation?
• Market segmentation is the process of dividing a total market into

groups of consumers who have relatively similar product needs.
More specifically, it is the process of subdividing large
heterogeneous population of customers with disparate needs, into
smaller more homogenous groups with similar needs in order that
market offerings can be closely matched to these needs.

• A market segment is a part or sub class of market consisting of
customers having homogeneous demand.

• The segment(s) which a company elects to serve is called target
market and to serve it properly, companies are embracing target
marketing.

• Target marketing is the process of distinguishing the major market
segments, targeting one or more of these segments and developing
product and marketing programmes tailored to each selected
segment.



Requirements for Effective Segmentation:
To be useful, market segments must be:

 Measurable: The size, purchasing power, and characteristics of the
segments can be measured.

 Substantial: The segments are large and profitable enough to serve.

 Accessible: The segments can be effectively reached and served.

 Differentiable: The segments are conceptually distinguishable and
respond differently to different marketing mixes. If two segments
respond identically to a particular offer, they do not constitute
separate segments.

 Actionable: Effective programs can be formulated for attracting and
serving the segments.



Benefits of Market Segmentation:
1. Segmentation helps the organization to exploit its market better by selecting

market segments that are compatible with its resources.

2. Segmentation helps in focusing marketing strategies more sharply on target
groups.

3. Segmentation is more likely to result in establishing customer loyalty since
firm’s offerings are better matched to those in the segment.

4. The company can create a more fine-tuned product and price is
appropriately for the target customers,

5. The choice of distribution channels and communication channels becomes
much easier.

6. The company may face less competition if fewer competitors are focusing on
the selected segment.

Limitations of Market Segmentation:
 Market segmentation can be an expensive proposition in both production

and marketing of products because a variety of products has to be
manufactures and different marketing mixes have to be formulated for
different segments.



Bases for Segmenting Consumer Markets:
In segmenting consumer markets, marketers can apply geographic,
demographic, and psychographic variables related to consumer
characteristics as well as behavioral variables related to consumer
responses.

I. Geographic Segmentation

i) regions, ii) cities (size/type),
iii) Location (Rural, urban, suburban), iv) climate/season

II. Demographic Segmentation

i)age, ii) sex, iii) income, iv) education,
v) occupation, vi) family size, vii) religion, viii) nationality

III. Psychographic Segmentation

o Social class – upper/middle/lower

o Life style – straight/ conservative/ liberal

o Personality – enthusiastic/ authoritarian/ ambitious



IV. Behavioral Segmentation

o Occasions – regular occasion/ special occasion

o Benefits – quality/ service/ economy

o User status – non user/ ex-user/ potential user/ first time user/
regular user

o Usage rate – light user/ medium user/ Heavy user

o Loyalty status – None/ medium/strong

o buyer-readiness stage – unaware/ aware/ informed/ interested/
desirous / intending to buy

o Attitude—Enthusiastic/ positive/ indifferent/ negative



THANKS
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Demand and Supply of Farm Products



DEMAND

 KEY CONCEPTS

• Meaning of Demand – Individual demand and Market demand

• Demand schedule

• Demand curve

• Demand function

• Law of demand

• Change in quantity demanded (Movement along demand curve) vs. Change in
demand (Shift of demand curve)

• Autonomous demand and derived demand

• Reservation demand and price: The term reservation demand refers to the quantity
of a product a seller would like to retain (rather than sell) at a given price. At each
price, seller himself has a demand to keep a certain quantity with himself for later
sale. He may not like to sell a particular “lot” if the price offered for it is lower than
some preconceived price, which is known as the reservation price.

• Factors affecting demand



Factors affecting demand (Demand determinants)

The relationship between demand for a commodity and its determinants
can be expressed as:

Qd
x = f(Px, Pz, Y, N, W, E(Px))

Where, 

Qd
x = quantity demanded of commodity x

Px = price of commodity x

Pz = prices of related good z

Y = income of consumer

N = number of consumers

E(Px) = Expectation about future price of commodity x



SUPPLY

• Meaning of Supply – Firm supply and Industry supply

• Supply vs. Stock

• Supply schedule

• Supply curve

• Supply function

• Law of supply

• Change in quantity supplied (Movement along supply curve) vs.
Change in supply (Shift of supply curve)

• Time and Supply

• Determinants of supply



Time and Supply

Time is a very important consideration in supply analysis. The given supply
exists at a given time. The time periods can be of different length, which are
as follows:

I. Very short run: This, alternatively known as market period, refers to a
period in which all inputs in production are fixed. That is, supply cannot be
increased at all in response to whatsoever price is offered to producers.
This period could be a few hours, days, or weeks.

II. Short run: This refers to time period during which some inputs can be
varied while others are fixed. Any changes in the output per unit of time
can hence be achieved only by changing the usage of variable inputs.
However, the existing production capacity puts an upper limit on the
quantity that can be produced for sale. The response of quantity supplied
to the change in the price of the commodity is low.

III. Long run: Long run refers to that period of time in which no inputs are
fixed, i.e., all inputs are variable and the output level can be determined
freely in the manner most advantageous to the producer. In the long run
supply is highly responsive to prices and other incentives.



Determinants of Supply

Quantity supplied (Qs
i) of a product is affected by various factors. The key

factors affecting supply are expressed as:

Qs
i = f(Pi, T, Cj, W, I, G, πs, N, E(Pi))

1. Price of the product (Pi)

2. State of technology (T)

3. Resource supplies and production costs (Cj)

4. Natural Conditions (W)

5. Market infrastructure (I)

6. Government policy (Tax, subsidy, etc) (G)

7. Price/profitability of substitute products (πs)

8. Number of firms in the market (N)

9. Expectations of prices in future (E(Pi))



CHARACTERISTICS OF FARM PRODUCTS

1) RAW MATERIAL

2) BULKINESS

3) PERISHABILITY

4) QUALITY VARIATION

5) JOINTS PRODUCTS

6) ITEMS OF NECESSITIES



PROBLEMS ASSOCIATED WITH SUPPLY OF 
FARM PRODUCTS

• Time lag in production process

• Weather conditions – Variability in production

• Agricultural produce comes from large number of
small firms operating independently

• Varying cost of production

• Price inefficiency

• Production orientation rather than market
orientation



PRODUCER'S SURPLUS OF 
AGRI-COMMODITIES



MEANING AND USES OF PRODUCER'S SURPLUS

MEANING:

• Unlike in other sector, everything produced by the farmer in his field is not
sold to consumer. A farmer sells the produce after meeting his various
requirements.

• Producer’s surplus is the quantity which is actually made available to the
nonproducing population of the country. It is the quantity of produce
which is or can be made available by the farmers to the non-farm
population.

• From the marketing point of view, this surplus is more important than the
total production of commodities. The arrangements for marketing and the
expansion of markets have to be made only for the surplus quantity
available with the farmers and not for the total production.



USES:
The knowledge of marketed and marketable surplus helps the policy-makers as well as
the traders in the following areas:

i. Framing Sound Price Policies: Price support programmes are an integral part of
agricultural policies necessary for stimulating agricultural production. The knowledge
of quantum of marketable surplus helps in framing these polices.

ii. Developing Proper Procurement and Purchase Strategies: The procurement policy
for feeding the public distribution system has to take into account the quantum and
behaviour of marketable and marketed surplus. Similarly, the traders, processors and
exporters have to decide their purchase strategies on the basis of marketed
quantities.

iii. Checking Undue Price Fluctuations: A knowledge of the magnitude and extent of the
surplus helps in the minimization of price fluctuations in agricultural commodities
because it enables the government and the traders to make proper arrangements for
the movement of produce from one area, where they are in surplus, to another area
which is deficient.

iv. Export/Import Decisions: Advanced estimates of the surpluses of such commodities
which have the potential of external trade are useful in decisions related to the export
and import of the commodity. If surplus is expected to be less than what is necessary,
the country can plan for imports and if surplus is expected to be more than what is
necessary, avenues for exporting such a surplus can be explored.

v. Development of Transport and Storage System: The knowledge of marketed surplus
helps in developing adequate capacity of transport and storage system to handle it.



TYPES OF PRODUCER'S SURPLUS

The producers’ surplus is of two types.
1) Marketable Surplus (Mb)
• The marketable surplus refers to the portion of farm production ought to be offered for

sale by the producer-farmer. It is a theoretical concept of surplus.
• The marketable surplus is the residual left with the producer-farmer after meeting his

requirement for family consumption, farm needs for seeds and feed for cattle, and
other payments in kind. This may be expressed as follows:

Mb = P - Cf

where,
Mb = Marketable surplus, P =Total production, and
Cf = Total on-farm consumption requirements (family consumption, farm needs,

payment to labour, artisans, and payment for social and religious work, etc.)

• And Cf may be computed as follows:
Cf = Fh + Fa + S + O

Where,

Cf = Total on-farm consumption requirements

Fh = Requirement of the product for human consumption in the farm family
Fa = Requirement of the product as animal feed on the farm
S = Requirement of the product as seed on the farm
O = Other payments in kind



2) Marketed Surplus (Mt)

• Marketed surplus is that quantity of the produce which the producer
farmer actually sells in the market, irrespective of the requirements for
family consumption, farm needs and other payments. The marketed
surplus may be more, less or equal to the marketable surplus. It may be
computed as follows:

Mt = P - Cr

where,

Mt = Marketed surplus

P =Total production, and

Cr = Quantity actually retained for on-farm consumption

Marketed surplus is often expressed in percentage as shown below:

100(%) 



P

CP
M r

t



RELATIONSHIP BETWEEN MARKETED SURPLUS AND
MARKETABLE SURPLUS

The marketed surplus may be more, less or equal to the marketable surplus,
depending upon the condition of the farmer and type of the crop. The
relationship between the two terms may be stated as follows:

Marketed surplus (Mt) > < = Marketable surplus (Mb)

1) Mt > Mb

The marketed surplus is more than the marketable surplus when the
farmer retains a smaller quantity of the crop than his actual requirements
for family and farm needs. This is true especially for small and marginal
farmers, whose need for cash is more pressing and immediate. This
situation of selling more than the marketable surplus is termed as distress
or forced sale.



2) Mt < Mb

The marketed surplus is less than the marketable surplus when the
farmers retain some of the surplus produce. This situation holds true
under the following conditions.

― Large farmers generally sell less than the marketable surplus because of their
better retention capacity. They retain extra produce in the hope that they
would get a higher price in the later period. Sometimes, farmers retain the
produce even up to the next production season.

― Farmers may substitute one crop for another crop either for family
consumption purpose or for feeding their livestock because of the variation in
prices. With the fall in the price of the crop relative to a competing crop, the
farmers may consume more of the first and less of the second crop.

3) Mt = Mb

The marketed surplus may be equal to the marketable surplus when the
farmer neither retains more nor less than his requirement. This holds true
for perishable commodities and of the average farmer.



FACTORS AFFECTING MARKETABLE/MARKETED 
SURPLUS

1. Size of holding: There is positive relationship between the size of the
holding and the marketable surplus.

2. Production: The higher the production on a farm, the larger will be the
marketable surplus and vice versa.

3. Size of family: The larger the number of members in a family the smaller
the surplus on the farm.

4. Requirement of Seed and Feed: The higher the requirement for these
uses, the smaller the marketable surplus of the crop.

5. Nature of Commodity: The marketable surplus of non-food crops is
generally higher than that for food crops. For example, cotton v/s rice.



6. Consumption Habits: The quantity of output retained by the farm family
depends on the consumption habits, for example, in Punjab, rice forms a
relatively small production of total cereals consumed by farm-families
compared to those in southern or eastern states. Therefore, out of a
given output of paddy/rice, Punjab farmers sell a greater proportion than
that sold by rice eating farmers of other states.

7. Price of the Commodity: The price of the commodity and the marketable
surplus have a positive as well as a negative relationship, depending
upon whether one considers the short and long run or the micro and
macro levels. The justification for the same is provided below:

Two main hypotheses have been advanced to explain the relationship
between prices and the marketed surplus of foodgrains.

 Inverse Relationship: There is an inverse relationship between prices and
the marketable surplus. This relationship is based on the assumption that
the farmers’ cash requirements are nearly fixed and given the price level,
the marketed portion of the output is determined. This implies that the
farmers’ consumption is a residual and that the marketed surplus is
inversely proportional to the price level.



The argument is that, in the poor economy of underdeveloped

countries farmers sell that quantity of the output which gives them

the amount of money they need to satisfy their cash requirements;

they retain the balance of output for their own consumption

purpose. With a rise in the prices of foodgrains, they sell a smaller

quantity of foodgrains to get the cash they need and vice versa. In

other words, with a rise in price, farmers sell a smaller, and with the

fall in price they sell a larger quantity.

 Positive Relationship: There is a positive relationship between prices and
the marketed surplus of foodgrains in India. This relationship is based on
the assumption that farmers are price conscious. With a rise in the prices
of foodgrains, farmers are tempted to sell more and retain less. As a
result, there is increased surplus. The converse, too, holds true.
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PRODUCT LIFE CYCLE 

Introduction:
 Once the product or service reaches the market, it enters the

product life cycle (PLC).

 Like plants and people, the product also grows, matures and
eventually declines.

 The concept of product life cycle serves as a conceptual base
for examining product growth and development.

 The product life cycle is a concept that attempts to describe a
product's sales, profits, customers, competitors, and
marketing emphasis from its beginning until it is removed
from the market.



Meaning:
 In simple words, the product life denotes distinct stages in the sales

history of a product.

 More specifically, the PLC refers to stages a product progresses
through while on the market.

 The time period required for the product to move through all the
stages is referred to as product's life.

 The start of first stage is the introduction of the product to the
market, followed by growth, maturity, decline and finally its death.
In each stage the level of product acceptance and purchases by
customers in a market changes.

 The measure of a product's age or its position in the life cycle
depends on three variables: time, sales, and profit. The marketing
mix will usually need to be adapted to each stage of the product life
cycle.



Stages in the Product Life Cycle

 The PLC is a conceptual representation of product ageing process. It
reveals the pattern of sales (or demand) and profits of a product over its
life.

 Most basic products follow an S-shaped curve (fig. below) and consist of
following four stages - introduction, growth, maturity and decline.



A brief description of stages of PLC

1. Introduction:
 The stage starts when the new product is launched into the market.

 The stage is characterized by the period of slow sales growth as the
product is just introduced in the market.

 Profits are negative or low because of low sales and heavy distribution
and promotion expenses.

2. Growth:
 This stage is the most profitable stage for the marketer characterized by

a period of rapid market acceptance and substantial profit improvement.
However, the stage is supposed to be the shortest stage of PLC.

 The sales and profits rise at an accelerated rate.

 Competitors enter the market because of attractive profit outlook.

 Companies maintain their promotion expenditure at the higher level to
meet competition.

 Sales rise much faster causing a decline in promotion-sales ratio.

 In this effective distribution and promotion are considered as the key
factors.



3. Maturity:

 A period during which sales continue to rise but at decreasing rate
because product has achieved acceptance by most potential buyers.

 Profit stabilizes or decline because of increased expenses to defend the
product in the market against the keen competition.

 Most products are in the maturity stage of life cycle and therefore this
stage poses formidable challenges to the marketing management.

4. Decline:

 This is the final stage, sooner or later actual sales begin to fall under the
impact of new product competition and changing consumer behaviour.

 The sales and profits fall down sharply and the promotional expenditure
has to be cut down drastically.

 The sales fall as substitute entre the market and consumers become
uninterested. All these lead to increased price cutting and profit erosion
and product is gradually replaced by new innovations.



Features of Product Life Cycle

Following points are to be understood in studying the
product life cycle concept:

• No every product goes through every stage. In fact many
products never get pass the introduction stage.

• The length of time a product spends in any one stage
may vary.

• Some products may move through the entire cycle in a
very short period.

• Re-positioning of a product can lead to a new life cycle.
Repositioning is basically changing the image or
perceived uses of the product.



1. Introduction stage: The introduction stage starts with the launching
of a new. The product is new one, so sales level is low & profits are
negative. It is very crucial stage for the marketer because the
success or failure of the product is very much determined in this
stage.

Following strategies should be attempted under introductory stage:

 Make proper advertising before the product is launched in the
market.

 Shorten the period of introduction as far as possible.

 Heavy advertising & promotional expenses (attractive gifts).

 Selective distribution & attractive discount to dealers.

 If product is technical then adopt skimming pricing policy & if
product is simple then adopt penetration pricing policy.



2. Growth stage: If the new product satisfies the market, it will enter a
growth stage in which sales increases at a faster rate. The high profits
attract the competitors to enter the market with improved substitute
products. Price remains the same or slightly decreased.

Following strategies are adopted to sustain the market growth as long
as possible:

 Improve the product quality.

 Add new product features & improve the product style.

 Enter into newmarket areas

 Reduce the price to attract more number of buyers.

 Increase in promotional activities.

 Strengthen the distribution channels by increasing the number of
retailers.

 New version/models, in different sizes & price range are introduced to
cater the requirements of different types of buyers.

 Create brand image of the product through promotional activities.

 Emphasis on customer satisfaction.



3. Maturity Stage: It has a longer duration than the other stages. In
this sales increase at a very low rate. The product has to face keen
competition. Competitors lower down the price increase their
advertising, and sales promotion.

For the mature product the marketer can pursue the strategies
relating to market modification, product modification and
marketing mix modification. Some of these include:

 Improve the quality of the product & introduce some new models.

 Give proper attention to increase the usage among the current
customers and also pursue some new uses of the product.

 Try to convert non-users into users of the product.

 Lowering the price to attract more consumers.

 Middlemen’smargin is increased, to create the interest.

 Give proper emphasis on advertising & promotional programmes.

 Change in the style & design of the product.



4. Declining stage: In this stage, sales begin to fall and the
product is gradually replaced by new innovation. This is
because of technical advancement, change in consumer
preference, and increased competition. At this stage, many
firms leave the market because customers are fewer.
Therefore firms have three alternate strategies:

 Review the marketing programs, i.e. cutting back on their
marketing programs thereby reducing the number of product
items they make, the outlets they sell through and the
promotion they use.

 Reviving the product positioning, repackaging or remarketing.

 Dropping the product.
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 CHARACTERISTICS OF AGRICULTURAL COMMODITIES 

 

Agricultural commodities have special characteristics’ that are different 

from industrial goods and due to these the subject of agricultural marketing is 

treated in isolation. These characteristics bring changes in the supply and demand 

pattern. 

 

(1) Seasonality of Agricultural production: Over the length and breadth of 

the country agricultural production is subjected to change based on rainfall 

distribution and availability of irrigation facilities. 

 

(2) Perishability of the product: Most of the farm products are perishable in 

nature; but the period of their Perishability varies from a few hours to a few 

months. Their Perishability makes it almost impossible for producers to fix 

the reserve price for their farm products. The supply of agricultural 

products is irregular; the prices of the crop therefore fluctuate both during 

the year and from year to year. The extent of Perishability of farm products 

may be reduced by the processing function. 

 

(3) Bulkiness of Agricultural Products: It adds to the transportation, storage 

and labour costs. The price spread is very high when the products are bulky 

in nature. 

 

(4) Quality of Products: There is a large variation in the quality   of 

agricultural products such as size, color, freshness, maturity, appearance, 

smell etc. which makes their grading and standardization some what 

difficult.  

 

(5) Irregular Supply of Agricultural Commodities: Due to seasonality of 

Agricultural products, supply is subject to fluctuations over space and time. 

 

(6) Small Size of Holding and Scattered Production: Most of the producers 

are small in size which makes the estimation of supply difficult and creates 

problems in marketing. 

 

(7) Processing: Most of the farm products have to be processed before their 

consumption by the consumers. This processing function increases the 

price spread of agricultural commodities.  

Marketing process 
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Activities in marketing is divided into 3 sub process. 

1. Concentration 

2. Equalization 

3. Dispersion 

 

1. Concentration: 

It means assembling or collecting the goods or farm products from 

various production point to central point or market for their further sale 

to different places. 

In order to assemble the farm product various marketing functions are 

performed. 

1. Buying 

2. Transporting 

3. Risk bearing 

4. Assembling 

5. Storing, etc. 

2.Equalization 

It is intermediate process between concentration and dispersion. It 

consists of those activities that match the flow of production with 

the rate of consumption. In other words, it means adjusting the 

supply according to the prevailing market condition or market 

demand. The following marketing functions are performed for 

equalization. 

1. Storage and warehousing 

2. Transportation 

These functions adjust demand and supply across time and space. 
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3. Dispersion: 

It is concerned with the distribution of goods or farm product from 

the market to the consumers. It is counterpart of the concentration 

process because in concentration we assemble the product and in 

dispersion there is dividing the commodities from large to small 

units as per the need of the consumers. 

These sub processes are known as universal marketing process. 

 

MARKETING FUNCTIONS 

Define: Any single activity performed in carrying a product from the points of 

its production to the ultimate consumer may be termed as a marketing function. 

Marketing function is an act, operation or service by which the original 

producer and the final consumer linked together. 

 With the marketing system getting more complex, there arises the need for 

number of new functions. It includes all the functions and process involved in the 

movement of the produce from farmers to the consumers. Number of functions is 

involved in marketing of farm product. Neither the producers nor the consumers 

of farm products are located at one place. They are spread all over the country. 

 The marketing function may be classified in various ways. Thompson has 

classified the marketing functions into three broad groups. These are: 

1. Primary functions a) Assembling or procurement 

b) Processing (preparation for consumption) 

c) Dispersion or distribution  

2. Secondary functions a) Packing or packaging 

b) Transportation 

c) Grading standardization and quality control 

d) Price determination or discovery 

e) Risk taking 
f) Financing 

g) Buying and selling 

h) Demand  creation 

i) Dissemination of market information  

3. Tertiary functions a) Banking 
b) Insurance 

c) Communication (post and telegraph) 

d) Supply of energy (electricity) 
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 (1) Primary functions: 

 a) Assembling: 

  In agriculture the goods are mostly produced by small farmers, 

scattered over a wide area. Collection of small quantities from them, 

before further processes of marketing are under taken, is necessary. 

Assembling therefore means bringing together, collecting and 

concentrating goods of the same type from the various sources of supply 

at centrally located places.  

Advantages: 1) economy in transportation 

       2) Availability of goods in large quantity 

       3) Widen the markets 

     4) Grading is possible 

     5) Processing can be done economically. 

 b) Processing:  

We find very few agriculture products at farm level which are ready 

for final consumption. In most cases, marketing system must convert 

them into suitable form before they can dispose of consumers. Further 

when there is excess farm production, poses a serious problem of surplus. 

Processing can help to convert this surplus into durable items and creates 

new demand. Processing defined as the act or series of acts by which a 

product is converted into a more usable form. 

C) Dispersion: 

Dispersion is a process exactly opposite to that of assembling. After 

collecting the products of many farmers of scattered locality and 

processing the same, the process of dispersion begins. Dispersing functions 

involves finding where potential buyers are located, how much and what 

products they prefer and what price they are ready to offer. It also includes 

selling of the goods, their physical movement and handling, transfer of 

funds back to central and assembling markets. From the major wholesale 

markets the process of dispersion starts. It is seen through various 

marketing channels. 

 

  (2) Secondary functions:  

  These are the facilitative functions which are essential for smooth running 

of main functions viz. assembling, processing and dispersion. 
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1) Packing and packaging:       

 Packing is the first function performed in the marketing of 

agricultural commodities. It is required for nearly all farm products at every 

stage of marketing process. The type of the container used in the packing 

of commodities varies with the type of the commodity as well as with the 

stage of marketing. Packing means the wrapping and carting of goods 

before they are transported.  

 

Packing is done for (Advantages): 

    a) Facilitating handling (b) reducing freight (c) reducing storage and 

handling cost   (d) preventing deterioration and loss by damage             (e) 

making produces more attractive   f) enabling consumers to buy in 

convenient units (g) broadening of markets & (h) prolong storage life. 

2) Transportation:         

  Transportation is one of the most important functions of the 

agricultural marketing system because of bulky and perishable nature of 

agricultural produces. Normal the produce is moved from the farm to the 

assembling centre, from farm to the urban market and to the consuming centre. 

All forms of transport rail, air and water are used in moving the produce from 

the farm to its ultimate destination. Efficiency in transport depends upon the 

speed with which the goods are delivered and care taken during transit. 

Transportations create place utility.                                                                

     Advantages:   

 1) Widening of the market        

 2) Narrowing price difference over space       

 3) Creation of employment        

 4) Facilitation of specialized farming        

 5) Transformation of economy                 

      6) Mobility of the factors of production like capital and lab our.  

      7) It helps in development of markets  

      8) Reduction in spatial price differences.  
  

3) Grading and standardization:       

 Agricultural produce differ in size, color quality and nutritive value, 

to take into consideration these aspects, agricultural produce is 

standardized, e.g. food grains are graded as coarse and fine. 

Standardization means to determine the classes or grades of product or 

services.  
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Grading is the process of sorting individual specimen of a given 

product to the standard grades of classes to which they belong. Grading is 

done for getting better prices.  
 

4) Storage and warehousing:       

 Agricultural produce is of seasonal nature; it is produced at a 

particular point of time. However, demand for agricultural produce is 

constant throughout the years. This particular characteristic increased 

importance of storing. 

          Storage is an exercise of human foresight by means of which 

commodities are protected from deterioration and surplus products are 

stored for release in future scarcity to get the better prices. 

Warehousing: Warehouses are scientific storage structures 

especially constructed for the protection of the quantity and quality of 

stored products. Warehousing may be defined as the assumption of 

responsible for the storage of goods. It may be called the protector of 

national wealth. The warehousing scheme in India is an integrated scheme 

of scientific storage, rural credit, price stabilization and market intelligence 

and is intended to supplement the offers of co-operating institutions. The 

important function of warehouses is: 

 1) Scientific storage. 2) Financing. 3) Price stabilization. 

          4) Market intelligent co. 

5) Price determination and price discovery:     

 Under the marketing system there is the responsibility of realizing 

the value of the goods delivered to the final consumers and distributing it 

to various marketing product at each stage as they move through the 

marketing channels. Prices are determined by the aggregate forces of 

demand and supply in a market, while prices are discovered at each stage 

in the marketing channel. Price is discovered in an individual market by 

retailer and consumers, whereas price determination takes place in the total 

market by the forces of demand and supply. 

6) Risk taking and risk bearing:       

 There is always a time lag between the harvesting and final 

consumption. Risk is imminent under such a situation and this is borne by 

the producers, traders and others involved in marketing process. 

 Hardy has defined risk as uncertainly about cost, loss or damage. Risk 

bearing ability means ability to withstand losses or adverse conditions 

faced while carrying out various marketing functions. There is risk of 

losses due to fire, flood, famine, rodents, quality deterioration, price fall, 

change in taste, habit or fashions etc. It is three types. 
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1) Physical Risk: is caused during weightment, bagging, transportation, storage, 

etc. It consists of loss of quantity. 

2) Price risk: Because of the special characteristics of agricultural products, 

price risk is common phenomenon. Price fluctuation during the same day, from 

week to week from month to month and year to year. 

3) Institutional Risk: Government policies like movement restrictions of     food 

grains, imposition of levies, etc.bring losses to the markets. 

  It reduces by, improving storage structures, insurance and market information. 

7)  Financing:          

 Money or credit is an important means to carry out various 

marketing functions. The financing function of marketing involves the use 

of capital to meet the financial requirements of agencies engaged in various 

marketing activities. A farm product takes time for goods to reach into the 

hands of the ultimate consumers. Therefore it needs the service of 

providing the credit and money to meet the cost of selling merchandise into 

the hands of the final users. This is commonly referred to as the finance 

functions in market. 

8) Buying and selling:        

 Buying and selling are the most important activity in the marketing 

process. The buying activity involves the purchase of right goods at the 

right place, at the time of right price and in right quantity. 

         Selling is one of the dispersing functions. Selling in business would 

mean the transfer of ownership of goods or services to a buyer in exchange 

for money. 

          Selling consist of sub-functions vig. product planning and 

development, contractual function, demand creation and the function of 

negotiation. 

  Selling occurse at various stages, initially farmer sells to village 

merchant or to a merchant in a regulated market, again wholesale merchant 

sells produce to retailer and retailer sells to consumers 

  Method of selling:   

1) Under cover a cloth (hatha system): Price is fixed between buyer and 

commission agent the sellers by twisting the fingers under cover. Seller 

does not aware about price settle between buyer and commission agent.     

   

2) Private negotiations: Direct contact between the buyer and sellers. The 

seller meet to the buyer with a sample of the produce .The buyer quotes 

the price  & if satisfied then deal is completed.    
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3) Quotation on samples: In this method commission agents approach the 

buyers with the sample and who offered the highest price per unit of the 

produces.  

4) Dara sale method: By this method, the produce in different lots is 

mixed and then sold at one lot. The advantage of this method is that, within 

a short time, a large number of lots are sold off.     

5) Moghum sale method: In this harvest price is the selling price. It is a 

common method of sale found in villages when the farmers borrow 

funds from the local moneylenders.      

  

6) Open auction method: It prevails in most of the regulated markets. The 

prospective buyers examine the lots of the produce kept for sale and offer 

their bids openly. Highest bidder has the right to take the possession of 

the commodity and amount is settled immediately after the sale.  

   

7) Close tender system: This is, more or less, the same as that of the open 

auction system except that the bids are offered in the form of closed 

tenders. Considering the lots of produce, buyers offer their price on a 

slip of paper and put in a sealed box. Highest bidder has the right to take 

the possession of the produce in a lot.   

 

9) Dissemination of market information function:    

 Market information is an important marketing function which 

ensures to smooth and efficient operation of the marketing system. 

Accurate, adequate and timely availability of market information facilitates 

decision about where and when to market product. Market information is 

published by trader’s organization, or by individual firm in the form of 

publication of daily, weekly, market reports, news bulletins, monthly 

journals etc.  Market intelligence is a continuous study of market behaviors 

and price situation. Market news provides current information about prices, 

arrivals and change in market conditions. 

 

10) Demand creation: 

It includes all the special affords that are made to stimulate the desire 

of goods of prospective buyers with the ultimate objective of sale at a 

profit. Some of the common methods which may be used to create a 

demand for the products are. 

1. Personal contact by salesman 

2. Advertisement 

3. Display of goods in stores, railway stations etc. 
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4. Arranging trade fairs, exhibition 

5. Distribution of free samples 

6. Offers of various types of facilities     

 these practices used in creation of demand add do the cost of 

marketing. 
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MARKETING STRUCTURE, MARKET FUNCTIONS 

Structure of Marketing in India:  

 Co-operative marketing has a 3 tier structure,viz, 

 -at the base there are Primary Cooperative Marketing Societies:  which generally 

at  

       Taluka level and known as Taluka purchase and Sale union, 

 -at state level, there are State Co-operative  Marketing Societies. In our state  

      GUJCOMASOL is state level co-operatives for marketing, and  

-at central level NAFED (National Agricultural Co-operative Marketing  

     Federation) 

 

 In milk marketing, there are two structures. At primary level or base level 

village milk producers societies and at district level milk producers sung. 

 

In poultry two tier structure- poultry producer co-operative societies which are 

directly linked to State co-operative Poultry Federation. 

 

Suggest for Improvement: 

1. Marketing finance should be provided and make the societies financially 

strong. 

2. Member should be educated and encouraged and persuaded to market their 

produce through co-operative societies. 

3. Honest and sincere person should be elected to manage societies. 

4. Co-operative Marketing should be include processing activities, credit and 

finances to make them successful. 

Experience and qualified persons in agric. Marketing should be employed. 

Regulated Marketing 

Regulated marketing is a marketing organization which is established under 

agriculture produce market act of respective states. Generally this market is 

established at secondary market level and they are found at taluka level. This 

markets are managed and looked after by a market committees consisting of 17 

members of which,  

8    are farmer’s representatives,  

4    are trader’s representatives, 

 2   Is local cooperative marketing society, (is Panchayat or Municipality) & 
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1   is revenue officer and 1 is government representative. 

 Regulated market is functioning under this committee by the staff working 

under it. Marketing committee has to see that all the traders obtain licenses for 

working in the market; produce is sold by open auction. It is properly weighted 

by the licensed weight man, purchaser and sellers are recorded, and payment is 

made at the spot to the farmers. There are no illegal deductions. The bed practices 

of marketing are eliminate and banking facilities, storage function, lodging and 

boarding facilities, sheds for carts and bullocks and other needs and information 

services are provided. 

1. Market area: 

The area covered by regulated market is generally limits of taluka which is 

known as market area. 

2. A market yard: 

That is place where actual buying and selling takes place, located and here 

all the facilities listed above are provided. 


