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GOVERNMENT'S ROLE
,IN THE MARKETING OF AGRICULTURAL PROLUCE
& ITS SUPPORT TO MARKETING COOPS

By Dr. J. M. GUNADASA
(of the Agrarian Research Instilute)

{ from the previous issue )

Basic requicemeant in fixing
the price is that it should at
least cover the costs. But
this alune is no adeqaate
incentive for producing sur-
pluses: the net returas must
be attractive to match the
levels of living aspired and
planned out. Therefore, ina
systematic approach to the
eXercise, price fixieg has to
be preceded bv cost analysis
of the commodity conge ned.
The coit analysis has to ba
in two paris: produaction costs
and marketing costs, Produac-
tion costs are those that a
farmer jncurs tili the product
is assemblzd at the farm gute.
Mazk:ting costs come in asg
the produce moves away from
e farm gare to the consp-
msr via the market,

Ofganising the sequence of
aciivity in marksting, requires
the emplovment and wose of
Lguipmenl, inachiner y vehicles,
maikrials, buildings, land as
well as both skilled and ua-
skiled personpel. Al these
lead to certain costs. Muakiog

a profit in marksting over
and above these costs how-
ever is subjact to ssveral kinds
of risks and uncertsinties. e g,
pric: fluctuations, perishabi-
lity of the commodities, in~
adequate knowledge of the
probable competition  from
o'her seilers, their commodi-
ties and substitutes. Ths muin
problem of marksting there-
fore is to make a profit under
conditions of risk and un-
certainty. This is particularly
$0 in agricultural marketiag.

To deal with this marketing
problem satisfactorily, one
must have an adsquate know-
lzdge of Yhe morket. the
supply position 2s well as the
costs and the use of the
tequisite  resources. Kaow-
edge of the markst inciudes
the infarmation op the nien-
sity of aemand for commodi-
ties of different quality and
kind and the capacity of ine
market to absorb them. In
ihis regord, the marker may
be identified in terms of certaia
social groups, income classeg
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as well as distinct geogra-
phical areas. Thus. there can
be a number of markets with
varying commodity require-
ments in respect of each type
of market. 't is then not only
the type of commodity that
has tc be decided upon but
also the quality and qudn-
tity of such commodities de-
manded by them., In price
fixing, knowledge of all these
aspects becomes useful.

Marketing costs are not
restricted only to those asso-
ciated with transport, storage,
spoilage, packing, grading,
handiing.  display and presen-
tation alone: risks and un-
certainties also add to them.
Uncertainty is a situation of
complete ignorance of the
event that may occur: it
capnot be estimated even as
a probability. But risk is a
situation with some know-
ledge of the event at issuve:
hence it may be estimated in
terms of probabilities. Thus,
marketing costs cannot be
even approximately estimated
without havisg scme idea of
the risk factor involved.
While attempts should be

2 @EGuHuLh

made to minimize risks, pri-
ces also bave to bz fixed to
make some allowanc: for rea-
sonably probable risks. The
price so fixad is the minimum
below which selling leads to
a loss in business. As the
level of the price is raised
above the minimum, the total
profits alse increase. How-
ever, there is a limit to such
increases. This limit is reach-
ed at the price which restri-
cts the sale of even that
quantity of a commodity to
cover up its preduction and
marketing costs. Selling at
such high prices only helps
ones to sell opeself out of
business baforzs long. How=
ever in between these two
threshold price levels there
is an optimum price which
maximijzes the profits. One
of the most imporiant re-
quisites of marketing skiil is
to find out this price level
for a commodity. From this
it is clear that fer price
fixing. information is needed
op three aspecis: production
costs, marketing costs including
risk, and the effectiveness of
the market demand for dif-
ferent commodities in  dif-

§eremt types of markets.
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