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Topic One

Basic Concept 

Introduction 

Mankind is considered the superior to the living things in the world. Civilization transformed that into producer of food and other basic requirements from the nomadic behavior in which hunting and snatching were the way of life. Land cultivation and food production marked the beginning of civilization particularly in the riparian lands. Mother Nature has to offer Her blessings to satisfy the food needs of all living creatures. Land cultivation, otherwise known as farming is influenced by the behavior of natural events like rainfall, drought, flood, storm and so on and so forth. Food production has its limitations and so all food cannot be produced in all places. In other words, food production is restricted to specific locations where the soil, weather and moisture favorthat activity. Nevertheless food produced has to be consumed worldwide by the human beings, animals, birds and others in need. A group of people specializing in food production and identified as farmers shoulder the noble responsibility of feeding the entire world. Hence there is no need to emphasis that food produced at specific places has to be distributed to other places of consumption. It is in this juncture, marketing plays its vital role. 


Marketing is as critical to better performance in agriculture as farming itself. Therefore, market reform and marketing system improvement ought to be an integral part of policy and strategy for agricultural development. 

Although a considerable progress has been achieved in technological improvements in agriculture by the use of high-yielding variety seeds and chemical fertilizers, and by the adoption of plant protection measures, the rate of growth in farming in developing countries limping behind the desired levels. This has been largely attributed to the fact that not enough attention has been devoted to the facilities and services which must be available to farmers that would support agricultural sector for its development. Marketing is one of those facilities needed for over all economic development of nations.


Concept and Definition

The term agricultural marketing is composed of two words – agriculture and marketing. Agriculture, in the broadest sense, means activities aimed at the use of natural resources for human welfare, i.e., it includes all the primary activities of production. But, generally, it is used to mean growing and/or raising crops and livestock. Marketing encompasses a series of activities involved in moving the goods from the 
point of production to the point of consumption. It includes all activities involved in the creation of time, place, form and possession utility.

Philip Kotler has defined marketing as a human activity directed at satisfying the needs and wants through exchange process. 

American Marketing Association defined marketing as the performance of business activities that directs the flow of goods and services from producers to users.

According to Thomsen, the study of agricultural marketing comprises all the operations, and the agencies conducting them, involved in the movement of farm produced foods, raw materials and their derivatives, such as textiles, from the farms to the final consumers, and the effects of such operations on farmers, middlemen and consumers. 

Agricultural marketing is 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 includes the organization of agricultural raw materials supply to processing industries, the assessment of demand for farm inputs and raw materials, and the policy relating to the marketing of farm products and inputs.


Agricultural marketing, therefore, can be defined as comprising of all activities involved in supply of farm inputs to the farmers and movement of agricultural products from the farms to the consumers. Agricultural marketing system includes the assessment of demand for farm-inputs and their supply, post-harvest handling of farm products, performance of various activities required in transferring farm products from farm gate to processing industries and/or to ultimate consumers, assessment of demand for farm products and public policies and programmes relating to the pricing, handling, and purchase and sale of farm inputs and agricultural products. Of late trade in the domestic and international markets also become the part of it.

Scope of Agricultural Marketing 

Agricultural marketing in a broader sense is concerned with the marketing of farm products produced by farmers and of farm inputs and services required by them in the production of these farm products. Thus, the subject of agricultural marketing includes product marketing as well as input marketing.

The subject of output marketing is as old as civilization itself. The importance of output marketing has become more conspicuous in the recent past with the increased marketable surplus of the crops and other agricultural commodities following the technological breakthrough. On one hand surplus production in agriculture resulted in problem of distribution to consumption centres and on the other transformed agriculture into a commercial venture where market needs came to the lime lite. Input marketing is a comparatively new subject. Farmers in the past used such farm sector inputs as local seeds and farmyard manure. These inputs were available with them; the purchase of inputs for production of crops from the market by the farmers was almost negligible. The
importance of farm inputs – improved seeds, fertilizers, insecticides and pesticides, farm machinery, implements and credit – in the production of farm products has increased in recent decades. The new agricultural technology is input-responsive. Thus, the scope of agricultural marketing must include both product marketing and input marketing. In this book, the subject-matter of agricultural marketing has been dealt with; both from the theoretical and practical points of view. 

It covers what the system is, how it functions, and how the given methods or techniques may be modified to get the maximum benefits.

Specially, the subject of agricultural marketing includes marketing functions, agencies, channels, efficiency and costs, price spread and market integration, producer's surplus, marketing institutions, government policy and research, imports/exports of agricultural commodities and commodity and futures trading.

New Role of Agricultural Marketing

Agricultural marketing scenario in the country has undergone a sea-change over the last six decades owing to the increases in the supply of agricultural commodities and consequently in their marketed surpluses; increase in urbanization and income levels and thereby changes in the pattern of demand for farm products and their derivatives; slow and steady increase in the linkages with the overseas markets; and changes in the form and degree of government intervention in agricultural markets. Therefore, the framework under which agricultural produce markets function and the factors which influence the prices received by the farmers now need to be understood in a different perspective compared to that in the past. The role of marketing now starts right from the time of decision relating to what to produce, which variety to produce and how to prepare the product for marketing rather than limiting it to when, where and to whom to sell.

Markets and Marketing

Market – Meaning

The word market originated from the latin word 'marcatus' which means merchandise or trade or a place where business is conducted. 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) potential buyers and sellers of a product; e.g., wheat market and cotton market; (c) potential buyers and sellers of a country or region, e.g., Indian market and Asian market; (d) an organization which provides facilities for exchange of commodities, e.g., Bombay stock exchange; and (e) a phase or a course of commercial activity, e.g., a dull market or bright market.


Components of a Market

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 transactions (physical existence is, however, not necessary);

2. The existence of buyers and sellers;


3. Price at which the commodity is transacted or exchanged

4. Business relationship or intercourse between buyers and sellers; and 

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

Dimensions of a Market

There are various dimensions of any specified market. These dimensions are:

1. Location or place of operation

2. Area or coverage

3. Time span

4. Volume of transactions

5. Nature of transactions

6. Number of commodities

7. Degree of competition

8. Nature of commodities

9. Stage of marketing

10. Extent of public intervention

11. Type of population served

12. Accrual of marketing margins

Any individual market may be classified in a twelve-dimensional space.

Utility 

Marketing is productive, and is as necessary as the farm production. It is, in fact, a part of production itself, for production is complete only when the product reaches a place in the form and at the time required by the consumers. Marketing adds cost to the product, but, at the same time, it adds utilities to the product. The following four types of utilities of the product are created by marketing:

(a) Form Utility: The processing function adds form utility to the product by changing the raw material into a finished form. With this change, the product becomes more useful than it is in the form in which it is produced by the farmer. For example, through processing, oilseeds are converted into oil, sugarcane into sugar, cotton into cloth and wheat into flour and bread. The processed forms are more useful than the original raw materials.

(b) Place Utility: The transportation function adds place utility to products by shifting them to a place of need from the place of plenty. Products command higher prices at the place of need than at the place of production because of the increased utility of the product.

(c) Time Utility: The storage function adds time utility to the products by making them available at the time when they are needed.

(d) Possession Utility: The marketing function of buying and selling helps in the transfer of ownership from one person to another. Products are transferred through marketing to persons having a higher utility from persons having a low utility.


Element of the marketing mix 

The marketing program and marketing mix: A marketing program consists of numerous decisions on the mix of marketing tools to use for their target market.

The marketing mix is the set of marketing tools the firm uses to pursue its marketing objectives in the target market. McCarthy classified these tools into four broad groups that he called the four P’s of marketing: product, price, place and promotion.

1. Product: Product means the combination of goods and services that the company offers to the target market.

2. Price: Price is the amount of money customers have to pay to obtain the product.

3. Place: Place includes company activities that make the product available to target consumers.

4. Promotion: Promotion means the activities that communicate the merits of the product and persuade target customers to buy it.


Four P’s represent the sellers view of the marketing tools available for influencing buyers. From a buyer’s point of view, each marketing tool is designed to deliver a customer benefit. Robert Lauterbom suggested that the seller’s four P’s corresponded to the customer’s four C’s.

 Four P’s Four C’s

1. Product -------------- Customer solution

2. Price -------------- Customer cost

3. Place -------------- Convenience

4. Promotion ---------- Communication

The latest way to view four P’s from buyers’ perspective is SIVA which stands for

1. Solution: How can I get a solution of my problem? (Represents the product)

2.  Information: Where can I learn more about it? (Represents promotion)

3. Value: What is m total sacrifice to get this solution? (Represents Price)

4. Access: Where can I find it? (Represents place).

Extended Marketing Mix (3 Ps): Now a day’s three more Ps have been added to the marketing mix namely People, Process and Physical Evidence. This marketing mix is known as extended marketing mix. People:- All people involved with consumption of a service are important. For example workers, management, consumers etc Process:- Procedure, mechanism and flow of activities by which services are used. Physical Evidence:- The environment in which the service or product is delivered, tangible are the one which helps to communicate and intangible is the knowledge of the people around us.

Topic Two

Agricultural Products 

Marketing Agricultural Products 

The marketing of agricultural products is very unique because of the special characteristics of most of the agricultural products. These characteristics include;

a) Seasonality: Agricultural products are seasonal, whereas demand for them is fairly stable throughout the year. It is the function of marketing to ensure that the seasonal agricultural products are available throughout the year.


b) Bulkiness: Agricultural products are very bulky due to their high waters content. For them to attract high values they have to be processed to reduce the water content (changing the form utility) before they are marketed. Examples of bulky agricultural products are cassava, yam, sugar cane and plantain.

c) Perishability: Agricultural products are highly perishable. Vegetables cannot stay for more than two days after being harvested before consumption except they are frozen or dried. This characteristic increases the marketing cost because they must get to the final consumer as quickly as possible. The problem is compounded by the inefficient storage facilities in the country due to incessant power failure to operate the available cold rooms and refrigeration.

d) Production in the Hands of Peasant Farmers: Small-scale farmers handle over 70 percent of agricultural productions in The Gambia. This group of farmers operates smallholding that are scattered over appreciable long distances. The surpluses from these farms cannot easily be assembled because of the deplorable state of the feeder roads and networks in the rural areas of the country. Also, the transportation system is very expensive in the rural areas due to high cost of vehicle maintenance and state of the rural road networks.

e) Processing Cost: Most agricultural products are not consumed in the state they are produced. The processes of processing them into the form expected by the consumers increase the marketing cost.

Importance of Agricultural Marketing 

Agricultural marketing plays an important role not only in stimulating production and consumption, but in accelerating the pace of economic development. Its dynamic functions are of primary importance in promoting economic development. For this reason, it has been described as the most important multiplier of agricultural development.

The importance of agricultural marketing in economic development has been indicated in the paragraphs that follow.


Optimization of Resource use and Output Management:

An efficient agricultural marketing system leads to the optimization of resource use and output management. An efficient marketing system can also contribute to an increase in the marketable surplus by scaling down the losses arising out of inefficient processing, storage and transportation. A well-designed system of marketing can effectively distribute the available stock of modern inputs, and thereby sustain a faster rate of growth in the agricultural sector.

Increase in Farm Income

An efficient marketing system ensures higher levels of income for the farmers by reducing the number of middlemen or by restricting the commission on marketing services and the malpractices adopted by them in the marketing of farm products. An efficient system guarantees the farmers better prices for farm products and induces them to invest their surpluses in the purchase of modern inputs so that productivity and production may increase. 

This again results in an increase in the marketed surplus and income of the farmers. If the producer does not have an easily accessible market-outlet where he can sell his surplus produce, he has little incentive to produce more. The need for providing adequate incentives for increased production is, therefore, very important, and this can be made possible only by streamlining the marketing system.

Widening of Markets:

A well-knit marketing system widens the market for the products by taking them to remote corners both within and outside the country, i.e., to areas far away from the production points. The widening of the market helps in increasing the demand on a continuous basis, and thereby guarantees a higher income to the producer.

Growth of Agro-based Industries:

An improved and efficient system of agricultural marketing helps in the growth of agro based industries and stimulates the overall development process of the economy. Many industries depend on agriculture for the supply of raw materials.

Price Signals:


An efficient marketing system helps the farmers in planning their production in accordance with the needs of the economy. This work is carried out through price signals.

Adoption and Spread of New Technology

The marketing system helps the farmers in the adoption of new scientific and technical knowledge. New technology requires higher investment and farmers would invest only if they are assured of market clearance.

Employment:

The marketing system provides employment to millions of persons engaged in various activities, such as packaging, transportation, storage and processing. Persons like commission agents, brokers, traders, retailers, weighmen, hamals, packagers and regulating staff are directly employed in the marketing system. This apart, several others find employment in supplying goods and services required by the marketing system.

Addition to National Income:

Marketing activities add value to the product thereby increasing the nation’s gross national product and net national product.

Better Living:

The marketing system is essential for the success of the development programmes which are designed to uplift the population as a whole. Any plan of economic development that aims at diminishing the poverty of the agricultural population, reducing consumer food prices, earning more foreign exchange or eliminating economic waste has, therefore, to pay special attention to the development of an efficient marketing for food and agricultural products.

Topic Three
Marketing Functions
Features of Agricultural pricing methods
Agricultural price policy refers to the government's intervention in the agricultural sector to stabilize and regulate prices of agricultural commodities. It aims to protect the interests of farmers, ensure food security, and maintain a balance between production and consumption. Here are the key features of agricultural price policy: 
1. Price Support: 

-Price support is a crucial feature of agricultural price policy. It involves the government purchasing agricultural commodities from farmers at a guaranteed minimum price, also known as the Minimum Support Price (MSP). 

- The MSP acts as a safety net for farmers, ensuring that they receive a fair price for their produce and protecting them from fluctuations in market prices. 

- The government procures the commodities through various agencies and provides market stability by regulating the supply and demand dynamics. 
2. Buffer Stock: 

 -The creation of a buffer stock is another significant feature of agricultural price policy. The government purchases excess produce during times of surplus and stores it in warehouses. 

- Buffer stocks act as a reserve to be released during times of low production or price volatility. This helps in stabilizing prices and ensures a steady supply of essential commodities in the market. 
3. Market Intervention: 

 -Agricultural price policy includes market intervention measures to regulate prices and prevent market distortions. 

- The government may impose trade barriers, such as tariffs or quotas, to control imports and exports of agricultural commodities. This helps in protecting domestic farmers from cheap imports and maintaining price stability.

 - Market intervention also involves the regulation of wholesale and retail markets to prevent unfair practices and ensure that farmers receive a fair share of the final consumer price. 
4. Price Equalization: 

- Price equalization is an important objective of agricultural price policy. It aims to bridge the gap between farm-gate prices and consumer prices. 

- The government may implement measures to reduce intermediaries and improve market linkages, ensuring that farmers receive a higher share of the consumer price and consumers get affordable food. 
5. Income Support: 

- Some agricultural price policies also include income support programs for farmers, especially small and marginalized farmers.

 - Direct income transfers, subsidies, or other forms of financial assistance are provided to farmers to supplement their incomes and improve their livelihoods. 
6. Demand and Supply Management: 

- Agricultural price policy focuses on demand and supply management to maintain a balance between production and consumption. 

- The government may provide incentives for crop diversification or encourage the cultivation of specific crops to align production with market demand. 

- It also involves monitoring and forecasting agricultural production to prevent surpluses or shortages, thereby stabilizing prices.
Functions of marketing
Marketing functions are classified into three groups: 
Exchange functions
Buying and Selling: 
They are directly associated with negotiating an exchange of ownership � or flow of title � between a seller and a prospective buyer. Buying activities include searching for, gathering information about, evaluating alternative products and suppliers, and negotiating a purchase agreement. The selling function involves identifying and seeking out potential buyers, determining an asking price, negotiating terms of sale, and similar activities. The ultimate aim for any seller is to meet its consumer (buyer�s) needs. 

Thus, a farmer can be said to be market oriented when production is purposely planned to meet specific demands or market opportunities. For example, a contract farmer, who wishes to meet the needs of a food processor producing sorghum-based malted drinks will only grow improved sorghum seed. It will avoid any inputs likely to adversely affect the storage and/or processing properties of the sorghum and will continually seek new and better inputs which will add further value to its product in the eyes of the customer (food processor). 
Physical functions
Storage: 
Balances supply of and demand for agricultural and food products. Agricultural production in developing countries is usually seasonal whilst demand is generally continuous throughout the year. Hence the need for storage to allow a smooth, and as far as possible, uninterrupted flow of product into the market. 
Transportation: 
Making the product available where it is needed, without adding unreasonably to the overall cost of the produce. Adequate performance of this function requires consideration of alternative routes and types of transportation, with a view to achieving timeliness, maintaining produce quality and minimizing shipping costs.

Processing: 
Most agricultural produce is not in a form suitable for direct delivery to the consumer when it is first harvested. Rather it needs to be changed in some way before it can be used. The form changing activity is one that adds value to the product. Changing green coffee beans into roasted beans, cassava into ‘gari’ or livestock feed, full fruit bunches into palm oil increases the value of the product because the converted product has greater utility to the buyer. 
Facilitating functions
Standardization: 
Concerned with the establishment and maintenance of uniform measurements of produce quality and/or quantity. This function simplifies buying and selling as well as reducing marketing costs by enabling buyers to specify precisely what they want and suppliers to communicate what they are able and willing to supply with respect to both quantity and quality of product. In the absence of standard weights and measures trade either becomes more expensive to conduct or impossible altogether.
Quality differences in agricultural products may be due to production methods and/or because of the quality of inputs used. Technological innovation can also give rise to quality differences. In addition, a buyer�s assessment of a product�s quality is often an expression of personal preference. Thus, for example, in some markets a small banana is judged to be in some sense �better� than a large banana; white sugar is considered �superior� to yellow sugar; long stemmed carnations are of �higher quality� than short stemmed carnations; and white maize is �easier to digest� than yellow maize.
Financing: 
In almost any production system there are inevitable lags between investing in the necessary raw materials (e.g. machinery, seeds, fertilizers, packaging, flavorings, stocks etc.) and receiving the payment for the sale of produce. During these lag periods some individual or institution must finance the investment.  
Risk bearing: 
In both the production and marketing of produce the possibility of incurring losses is always present. Physical risks include the destruction or deterioration of the produce through fire, excessive heat or cold, pests, floods, earthquakes etc. Market risks are those of adverse changes in the value of the produce between the processes of production and consumption. A change in consumer tastes can reduce the attractiveness of the produce and is, therefore, also a risk. All of these risks are borne by those organizations, companies and individuals.
Market intelligence: 
It is the process of collecting, interpreting, and disseminating information relevant to marketing decisions. The role of market intelligence is to reduce the level of risk in decision making. Through market intelligence the seller finds out what the customer needs and wants. The alternative is to find out through sales, or the lack of them. 

Marketing research helps establish what products are right for the market, which channels of distribution are most appropriate, how best to promote products and what prices are acceptable to the market. As with other marketing functions, intelligence gathering can be carried out by the seller or another party such as a government agency, the ministry of agriculture and food, or some other specialist organization.
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