CHAPTER 3

STATUS OF AGRICULTURAL MARKETING INFRASTRUCTURE (PHYSICAL AND INSTITUTIONAL)

3.1 RURAL PRIMARY MARKETS

Rural Primary Markets include mainly the periodical markets known as haats, shandies, painths and fairs which are estimated to more than 21,000 to a maximum of 47,000 in the country. These are located in rural and interior areas and serve as focal points to a great majority of the farmers – mostly small and marginal for marketing their farm produce and for purchase of their consumption needs. These markets, which also function as collection centres for adjoining secondary markets, are devoid of most of the basic needed marketing facilities. The commodities collected in these markets find their way to the wholesale assembling markets in the process of movement to consumers. 

Provision of rural infrastructure at a level that will allow the development of a strong and productive agricultural sector is sine-qua-non for development of agrarian economy. In rural and tribal areas, a weekly market is the first link in the marketing channel for a small/marginal and tribal farmers and the price they receive at this market constitute their cash income. It is estimated that 90 percent of the total marketable surplus in the remote areas is sold through these markets.  Improving efficiency of this grass root level market outlets will facilitate proper price formation, minimize costs and pave way for introduction of innovations. A weekly haat is also a place where majority of the population buy their daily necessities such as soap, shoes, clothes, utensils, and agricultural inputs. Social information is exchanged in these markets along with settlement of marriages. 

Number of studies has shown that the efficiency of rural markets is poor due to number of problems, such as the high degree of congestion at market yards, less number of traders and non-availability of supporting services. This, in turn, affects the market turn over. The efficiency of rural assembly markets, as a link in the marketing chain have positive impact on types of crops to be grown and resource allocation by agricultural producers. 

Normally the programmes designed for development of Rural Primary Markets (RPMs) especially tribal markets emphasize increase in agricultural production assuming that increase in production will automatically increase their incomes. Experience has shown that increase in production may be a necessary condition, but certainly not a sufficient condition to increase farmers’ income. As the tribal development envisages improving the quality of life and level of living standards by increasing their income, improvement in market outlets constitutes its integral part. Yet, very little efforts have been made by the government agencies/market authorities to develop rural tribal markets/weekly haats/ shandies. A programme designed to increase tribal’s income and purchasing power through a competitive market network is a much more forceful tool for direct attack on poverty alleviation. 

A well planned and efficiently operated market is the nucleus of rural growth center in rural and tribal areas. Farmers wish that their produce, once brought to the haat is sold quickly at higher price with the minimum market charges, without any malpractices in trading. With requisite technical support, weekly Haats and Shandies can also be used for effective credit delivery, input marketing, procurement and other socio-economic activities. By bringing such services to the rural and tribal haats, rather than waiting for the people to come, much more effective services can be provided. Under the changed economic environment, rural and tribal markets can be a financially self-supporting unit and a source of income to finance for further developmental infrastructure. 

Rural Primary Markets play a very vital role in marketing of produce, particularly of small and marginal farmers including landless labourers. Rich farmers with higher surpluses generally take their produce to nearby wholesale assembling markets. At times, they purchase surpluses from other small farmers and carry the same along with their produce to the assembling markets for disposal. The small cultivators with limited surplus find it uneconomical to go to wholesale assembling markets located at long distances from their villages.  

The number of primary rural markets in the country is more than 21,000. According to the report of Marketing and Research Team (MART), New Delhi on Traditional Haats and Melas in India, a study sponsored by the Ministry of Rural Development during 1995, it is estimated that there are 47,000 Haats of which 75 percent are held once a week, 20 percent twice a week and 5 percent are held daily. The study indicates that, on an average, one haat caters to approximately 14 villages. The relationship between the distribution of villages according to population or range and the availability of haats, smallest villages (population less than 500) held the fewest haats (only 1.6%). Majority of haats (47.9%) are held in big villages (those with a population of over 5000 persons). The study reveals that nearly 2/3rd of the haats are held at a distance of 16 kms, 23 percent are held at 6 to 15 kms distance and 9 percent within a distance of 1 to 5 kms. The amenities and facilities available in these haats are far from satisfactory. 

In the study, it was observed that 50 percent haats were organised by the panchayats or town administration. The majority were managed by private parties or Krishi Utpadan Bazar Samities (KUBs) in Bihar and regulated market committees (RMCs) in Orissa. Every participant has to pay market tax or fee to sell goods at the haat. The fee is determined either on the basis of quantity of produce sold or type of commodity and selling space used. The rates of fee vary from Rs 0.50 to Rs 25. The private contractors are not interested in investing money in providing infrastructural facilities in these markets as their lease is valid for a limited period of one year only. Significant number of buyers (36%) particularly from nearby villages walk to the haats. One-third used cycle and the rest used motorized transport to reach the haats. The standards weights and measures are not used at these haats. The exploitation of illiterate tribals/farmers by traders through willful miscalculation and over charging is a common phenomenon.  

Very little efforts have been made so far by the government agencies/market authorities to develop the rural primary markets. Only 15 percent of these markets have been brought under the ambit of regulation. During 1972-73, a Central Sector Scheme was initiated to provide central assistance for the development of selected wholesale regulated markets in the country. This scheme was further extended to cover different categories of markets in command areas, commercial crops producing areas and terminal markets for fruits and vegetables. Another scheme for development of primary markets was launched during 1977-78 to serve the interests of small and marginal farmers. In the light of experience gained in operating these schemes, these were integrated into a single scheme in 1988-89 and termed as ‘Scheme for Development of Agricultural Produce Markets’ with the objectives to help the States/UTs for creating infrastructure facilities in the market yards. 

Under this scheme, an amount of Rs 93.30 crore was provided to the States/UTs for development of 3658 markets covering 855 principal markets and 2803 Rural Primary Markets. As a sequel to the general decision of the National Development Council, the scheme has been transferred to the States/UTs from 1st April, 1992. However, the High Power Committee constituted by the government of India in 1992 studied the impact of the scheme and recommended that the Central Sector Scheme for providing grants-in-aid to the State Governments for development of basic infrastructure facilities in agricultural markets should continue and remain with the central Government for effective implementation and monitoring. 

3.2 
THE WHOLESALE/ASSEMBLING MARKETS 

The Wholesale/Assembling Markets or the secondary markets numbering 6359 constitute the cardinal link in the market structure of the country. Although better organized than the rural primary markets, these markets present divergent picture with regard to facilities offered and services provided. Most of these are located in the district and taluk headquarters, important trade centres and nearby railway stations and perform assembling and distribution functions. In most of these markets, a large number of commodities is traded. Specialized single commodity markets are not many except few markets for cotton, jute, oilseeds, fruits and vegetables. The layout of most of the secondary markets is inconvenient and unsatisfactory. The business is conducted according to market practices established by age old customs, or as per the regulations of APMC wherever regulated. These markets play an important role in determining the prices of agricultural produce assembled there and as such have a governing impact on terms of trade between agriculture vs. other sectors of economy. The users of these markets (buyers or sellers) have to pay fee to the managers of the market places. Facilities in the places vary extensively. Nearly 2/3rd of market yards and sub yards were laid out initially on vast land area with such facilities as auction platforms, shops, godowns, rest houses and parking land. However, studies have shown that facilities available in these yards are considerably short of the requirements and also most of them have become congested. 

3.3 
REGULATION OF MARKETS 

Over the years, to achieve an efficient system of buying and selling of agricultural commodities, most of the State Governments and Union Territories enacted legislations (Agricultural Produce Marketing (Regulation) Act (APMR Act) to provide for regulation of agricultural produce markets. Most of the wholesale markets and some of the rural primary markets have been brought under regulation. Agricultural Produce Market Committees constituted as per APMR Acts manage the markets. Many of the regulated wholesale markets have a principal market with large area and relatively better infrastructure and number of sub-yards attached to the principal market. The establishment of regulated markets has helped in creating orderly and transparent marketing conditions in primary assembling markets. Further, increase in the number of regulated market yards, from a meager 286 at the time of independence to 7557 in year 2005, has helped in increasing the access of farmers to such orderly market places. These regulated markets (7557) consist of 2428 principal markets and 5129 sub yards.  Some wholesale markets are outside the purview of the regulation under APMR Acts.  

This development, coupled with construction of approach roads and roads network linking primary markets with secondary wholesale and terminal markets, also improved the process of price discovery at the primary market level where most of the small farmers dispose off their produce. Increase in access of farmers to market places, apart from reducing transaction costs of farmers has helped the small farmers having low-marketed surplus and are not able to transport their surpluses to long distances. Though precise data on the proportion of benefits of regulated markets going to the small and marginal farmers are not available, there is evidence to show that expansion of such physical infrastructure in rural areas has helped small and marginal farmers more by increasing their access to the markets. During 1992-93, agricultural commodities worth Rs 62,000 crore were traded in these regulated wholesale markets, which account for about 43 percent of the value of marketed surplus. 

However, this does not mean that everything is fine in all the regulated markets of the country. The facilities created in market yards continue to be inadequate. The cleaning, grading and packaging of agricultural produce before sale by the farmers have not been popularized by the market committees on a sufficient scale. Even facilities for these have not been created in most of the market yards. The institution of State Agricultural Marketing Boards was created for expeditious execution of the market development work. So far 25 States and two UTs (Delhi and Chandigarh) have established Agricultural Marketing Boards in their respective States/UTs. Out of these 27 States/UTs, in A.P. the SAM Board has been established with only advisory functions under the provisions of the market rules. Although the purpose of establishment of State Agricultural Marketing Board is almost the same in all the States where Statutory Boards exist; a broad variation has been observed in their composition/constitution and functioning. It is necessary to bring more uniformity in powers and functions of Boards and demarcations of activities between the Directorate of Marketing and State Agricultural Marketing Boards. This can facilitate proper regulation of marketing practices as well as building more infrastructure facilities so as to achieve a faster growth and better private participation. 

The number of regulated markets is relatively more in geographically larger states viz. Andhra Pradesh, Bihar, Maharashtra, Madhya Pradesh, Uttar Pradesh and West Bengal. These six States account for 53 percent of total regulated markets in the country. However, some of the regulated markets are non-functional, as actual transactions do not take place in their market premises, but market fee is collected by the APMC at designated check posts. In such cases, it is more of a fee collection activity rather than providing marketing functions. The States of Punjab and Haryana though geographically small, have a large number of regulated markets owing to sizeable quantity of surpluses of rice and wheat. These two states account for 9.5 percent of the total regulated markets in the country. 

The area served by each regulated market across the States reveals large variation. The area served per regulated markets varies from 115 Sq. Km in Punjab to 11215 Sq. Km in Meghalaya. On an average, a regulated market serves 435 Sq. Km area in the country, which is quite high. Farmers have to travel long distances with their produce to avail the facility of regulated market. The National Commission on Agriculture (1976) and National Commission on Farmers (2004) have recommended that the facility of regulated market should be available to the farmers within a radius of 5 Km. If this is considered a benchmark, the command area of a market should not exceed 80 Sq. Km. However, in the existing situation, except Delhi and Pondicherry, in no State/UT, the density of regulated markets is even close to the norm. The area served per market yard is as high as 7096 Sq. Km in Sikkim, 1465 Sq. Km in Himachal Pradesh, 940 Sq. Km in Uttaranchal and 823 Sq. Km in Rajasthan. The studies have shown that increase in the density of market has a positive impact on agricultural productivity. The targeted norms can be broadly achieved if the remaining wholesale markets and rural periodic markets are developed as regulated markets. 

Area served by the market may not be a right indicator to assess the optimum density of the markets, because the non-crop area which gets added to this indicator may not require a market. Therefore, the gross cropped area served by each market can be taken as useful indicator for assessing the density of the markets and adequacy of number of markets in a state. As per this criteria, the State of Punjab has one market for 18,000 ha of gross cropped area. Similarly, one market exists for every 13,580 ha of gross cropped area in West Bengal, 15380 ha in Andhra Pradesh, and 37,050 ha in Madhya Pradesh. According to this information, it can be presumed that one market for every 15,000 to 18,000 ha of gross cropped area will be optimum so as to meet the requirements of the farmers. This, however, depends on the number of functional regulated markets in a state. For example, though the regulated markets are shown as 889 in Andhra Pradesh, about 500 markets are either non-functional or very little transactions occur in those markets. Though, the indicator of gross cropped area per market will give more realistic indication of the adequacy of markets in a state, the actual requirement will have to be assessed based on the field study, depending on the cropping pattern, seasonality, and production of crops. For example, the market arrivals are maximum during the wheat harvesting season in Punjab as at that time the market infrastructure and the market density may appear to be highly inadequate, requiring opening up of collection centres/sub-yards. However, after the season there may be little activity in these sub-yards. 

The benefits available to the farmers from regulated markets depend on the facilities/amenities available rather than the number of regulated markets in the area. Both covered and open auction platforms exist in two-thirds of the regulated markets. One-fourth of the markets have common drying yards. Traders modules viz. shop, godown and platform in front of shop exist in 63 percent of the markets. The cold storage units exist in only nine percent of the markets and grading facilities exist in less than one-third of the markets. The basic facilities viz., internal roads, boundary walls, electric light, loading and unloading facilities and weighing equipment’s are available in more than eighty percent of the markets. Farmer’s rest houses exist in only half of the regulated markets.  

The comparative status of regulated markets and area served by them is depicted in Figure 3.1. The state-wise comparison of market density according to population, geographical area, and gross cropped area is given in Figure 3.2. 
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Figure 3.2
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3.4 GRADING INFRASTRUCTURE 

Grading at primary market level is grossly inadequate. There are only 1968 grading units at the primary level, which include 587 units with cooperatives and 298 units with other organizations. At the level of regulated markets, there are only 1093 grading units in 7557 regulated market yards/sub-yards. Only around seven percent of the total quantity sold by farmers is graded before sale. During 2004-05, 6.62 million tonnes of agricultural produce and 26.1 crore pieces valued at Rs 6224 crore were graded at primary market level. Due to lack of proper handling (cleaning, sorting, grading and packaging) facilities at the village level, about seven percent of foodgrains, 30 percent of fruits and vegetables and 10 percent of spices are lost before reaching the market. 

3.5 
TERMINAL MARKETS 

Terminal markets which have become an important feature in developed countries, is expected to gain ground in India. The Safal complex of NDDB is one such format, located at Bangalore. They are expected to be located nearer to big cities and terminal points providing the final link in the market structure. The sellers are usually the traders and not the growers in these markets unlike the primary and secondary markets. The terminal market concept promoted in India is expected to link the farmers to these markets directly through collection centres. Government of India has announced to set up eight terminal market complexes for perishables at Nagpur, Nashik, Bhopal, Kolkatta, Patna, Rai, Chandigarh and Mumbai during 2006-07. The proposed terminal market complex will be in “hub and spoke” format, with terminal market as “hub” and collection centres near to the production areas as “spoke”. The terminal markets provide multiple options to farmers for disposal of produce. Such markets are expected to reduce post harvest losses and increase farmers’ realization. 

3.6 
RETAIL MARKETS 

Retail markets are an assembly of retail shops centralized and located at a specific place or in a building constructed for the purpose. Retail markets handling food items are the most active elements in the food distribution chain, particularly low and middle income consumers. They serve the needs of inhabitants in a particular locality. Directly serving the common man, they constitute last links in the marketing chain. Millions of retailers are involved in the task of providing food items through retail markets to the consumers in the country. The “MOM and POP” stores are popular in the country as they provide food produce at the next door of the consumer. In recent times, there is tremendous interest in setting up of retail chains for food items including fresh produce. Number of private corporates is jumping into this area and it is expected to revolutionize the system of handling of agricultural produce. 

3.7 STORAGE 

Three tier system exists in storage viz. at the National/State, district and village level in the country. The Central Warehousing Corporation (CWC) has been providing warehousing facilities at the centres of All India importance and the State Warehousing Corporations (SWCs) and the State Governments at centres of States and district level importance. Cooperatives are providing storage facilities at the primary and marketing societies level, which are located at village/taluka. Financial assistance was provided to various States for construction of Godowns at the rural level under the scheme of National Grid of Rural Godowns, which stands transferred to State Governments with effect from April 1, 1992. The Food Corporation of India (FCI) constructs godowns for storage of food grains procured by it for distribution and buffer stocking. It constructs storage capacity at certain nodal points, keeping in view its requirements. The Central Warehousing Corporation constructs/creates storage capacity for FCI as well as for the general warehousing.

3.7.1 Public Sector Storage Capacity  

About 30 percent farm produce is stored under open condition, leading to wastage and distress sales. If the consumption level shoots up from current 100 gms of fruits and 200 gms of vegetables per capita per day to the recommended dietary level of 140 gms and 270 gms respectively by 2010, the domestic market for fresh fruits and vegetables could be as large as Rs 50,000 billion at present price structure. However, this would require commensurate supply chain infrastructure in terms of handling, storage, and transportation. Post harvest stocks stored in public warehouses is estimated to value at Rs 935.67 billion of which 12 percent gets wasted due to lack of quality storage. Preventable post-harvest losses of foodgrains are estimated at about 20 million tonnes a year, which is nearly 10.5 percent of the total production. 

The scheme of warehousing was initiated at the center and state level after the enactment of the Agricultural Produce (Development and Warehousing) Corporation Act, 1956. The State Government also enacted the Warehousing Acts during July 1957 to August, 1958. The Government of India bifurcated the Warehousing Act of 1956 in to the National Cooperative Development Corporation Act 1962 and the Warehousing Corporation Act of 1962. Over a period of time, sizable scientific storage/warehousing capacity has been developed by various agencies and they have plans to increase it further. The total covered capacity available with FCI for storage of foodgrains including the capacity hired from CWC and SWC was 252.96 lakh tones as on June, 2006. The hired capacity with the FCI was 101.59 lakh tonnes. In the Tenth Five Year Plan, FCI and CWC have proposed to construct additional storage capacity of 6.42 lakh tonnes and 9.37 lakh tonnes respectively, with a total proposed capacity of 15.79 lakh tonnes. The details of storage capacity constructed by these agencies during the X Five Year Plan are given in Table 3.1. 

The total storage capacity available with different public sector agencies is 78.83 million tonnes. In the cooperative sector, NCDC has assisted in creation of 13.73 million tonnes storage capacity with the rural cooperatives. In addition, a capacity of 16.6 million tonnes has also been created under Rural Godown Scheme. 

Table 3.1

State Capacity by FCI and CWC during X Plan

           
 (Lakh tonnes)

	Agency
	2002-03
	2003-04
	2004-05
	2005-06
	2006-07 (Proposed)
	Total 

	FCI
	0.94
	1.32
	0.97
	0.23
	0.21
	3.67 

	CWC
	3.59
	2.98
	1.17
	2.76
	5.90
	16.40 

	Total
	4.53
	4.30
	2.14
	2.99
	6.11
	20.07 


 
Source: Department of Food and Public Distribution, Government of India

3.7.2 Storage and handling of Food grains – National Policy 2000 

The National policy on Handling, Storage and Transportation of Foodgrains (2000) aims to harness efforts and resources of public and private sectors, both domestic and foreign, to build, operate infrastructure for bulk handling, storage and transportation of foodgrains in the country. Under the National Storage policy, the bulk grain handling facilities would be created on the BOO basis at identified locations in the country. Accordingly, the Department of Food and Public Distribution has sanctioned for creation of silo storage and bulk handling on a BOO basis for meeting the requirements of FCI. The private entrepreneur has been provided with guaranteed storage utilization by FCI. This facility is first of its kind in India. 

In traditional storage method, the grain is stored in bags without cleaning and drying. In Silos grain is stored as bulk. Before grain is stored in the silos, the grain is cleaned, and dirt, dust and other impurities are removed. Similarly, in case of wet grain it is dried to certain moisture level if required. First in first out principle of storage is maintained in silos, as against in godowns the first gunny bag is stacked at the bottom and the last one is stacked at the top. While removing, the gunny bag placed at the last is removed first. 


The components of Silo storage system are as follows: 

(a) Receiving plat form with hoppers 

(b) Grain cleaner 

(c) Silos and Silo accessories 

(d) Grain conveying equipment 

(e) Motor Control centre 

(f) Auto weigning and bagging system 

 3.7.3 
On Farm Storage 

Of total production, about 60 percent is retained and stored by the farmers for consumption and use as seed, feed and payment of wages to labourers. Only 40 percent is marketable surplus which is handled by traders, cooperatives and government agencies. With the advent of improved agricultural technology, the farmer can afford to store the grain for longer periods. Comparatively, higher quantities of grains stored by farmers and traders are not on scientific basis and hence the extent of loss is on the high side. At rural level, grains are stored mostly from three months to two years depending upon the need. Post-harvest losses occur both in terms of quantity and quality. Grain during storage is attacked by insects, rodents, birds and micro-organisms. Apart from this, grain is contaminated by the excreta of the insects and hairs and pellets of rats which lead to consumer hazards. The grains are stored mostly in rooms as bulk storage, which is prone to extensive damage by rats and insects. Most farmers stores foodgrains and oilseeds in gunny bags of different capacities with or without inside plastic lining: mud bins having 100-1000 kg capacity, baked earthen containers of 5-100 kg capacity; in heaps on flat floor in the corner of houses ranging from 100-1500 quintals; bamboo structures; wooden bins and underground structures. These are not scientific ways of storing food grains and thus, 5-10 percent losses in quantitative terms are incurred during storage period of 3-8 months, especially during rainy season. Metals bins are one of the best storage facilities available with varying capacity. The bin (GI sheets of 240 cm length and 120 cm width of 18 or 20 gauge) having a capacity of 2 quintal, costs about Rs 1000. The Indian Council of Agricultural Research through its network of coordinated research projects, research institutions and agricultural universities has developed large number of improved rural storage technologies for minimizing the storage losses. This includes, designing of storage structures like Pusa Bin, Pusa  Kothar, and PKV Bins, which can be used for storage of food grains by the farmers at village level.  

3.8 
COLD STORAGE

India produces around 11 percent of worlds' vegetables and 9 percent of worlds' fruits. Presently all horticulture crops put together cover approximately 7 percent of the cropped area of the country. The present marketing system of agricultural produce in the country, particularly for fruits and vegetables, lacks systems approach. Producers sometimes fail to realize expenses incurred on transportation of fruits and vegetables to markets, let alone the cost of production and capital investment, during the period of glut. Fruit and vegetable growers are receiving only a small part of price paid by the consumers as lion's share is either lost in the marketing chain or taken by the middlemen. The profit margin of intermediaries is disproportionate to their services. There is also considerable loss and wastage due to inefficient handling, transportation and storage methods. It is estimated that as high as 25 to 30 percent losses occur in different perishables depending upon the type of produce, the season and length of journey. The lower returns to the farmers act as disincentive for higher production. Thus, to extend the shelf life of fruits and vegetables, cold storage and cold chain system is essential. Cold Storage has been largely adopted for long term storage of potato, orange, apple. etc. The cold chain concept is employed for high value crops like grapes, pomegranates, flowers, seasonal and perishable nature of potatoes, other vegetables and fruits. The provision of adequate storage, under scientifically controlled conditions, is one such mechanism which could ensure that a crop harvested over a period of one or two months meets a year round market demand. The role of cold storages/storages in cutting down of losses due to spoilage, avoiding gluts and distress sale by grower's, reducing transport bottlenecks at the peak period of production, and maintenance of quality of the produce cannot be under estimated. Since the production of potato is usually bulked between December and March, the consumption needs and seed requirements for rest of the year have to be met out of the stored stocks. This obviously leads to a situation which is characterized by: 

(a) Crashing of prices during the peak season which forces the growers, particularly the small & marginal farmers, to dispose of stocks at a price which sometimes may not even cover the cost of production; 

(b) Wide price disparity between peak and lean period arrivals sometimes ranging upto 100-150 percent; 

(c) Control of the market by such traders and agents who command large cold storage capacity spread over different states and thus regulate the flow of supply to different markets; and 

(d) The erratic price and arrival pattern leads to discouragement of farmers who have taken up this crop for cultivation. Lack of adequate cold storage accommodation makes this decision almost inevitable. 

With this background, the only suitable option to tide over the problem caused by seasonal surpluses is to undertake expansion of cold storage capacity and integrate it with a sound marketing system. 

The sector-wise and commodity-wise break up of cold storage capacity as on 31/12/2005 is as given in Table 3.2 and Tables 3.3. 

Table 3.2

Sector-wise Availability of Cold Storage Capacity

	Sector
	Number 
	Capacity (lakh tonnes)

	Private
	4243
	185.32

	Cooperative
	394
	9.75

	Public
	125
	0.82

	Total
	4762
	195.89


Table 3.3

Commodity-wise Availability of Cold Storage Capacity

	Commodity
	Number 
	Capacity (lakh tonnes)

	Potato
	2806
	160.28

	Multipurpose
	1080
	32.32

	Fruits & Vegetables
	126
	0.51

	Meat & Fish
	456
	1.83

	Milk & milk products
	209
	0.79

	Others
	85
	0.16

	Total
	4762
	195.89


3.9 
COMMODITY FUTURES AND FORWARD MARKETS 

Commodity futures trading in India had been revived during the last five years. With effect from April 1, 2003, futures trading in 54 agricultural commodities have been permitted. Futures are traded through 24 recognized exchanges, of which three have been recognized as national commodity exchanges. These are NMCE, Ahmedabad (w.e.f 10/1/03); MCX, Mumbai (w.e.f 26/9/03); and NCDEX, Mumbai (w.e.f. 20/11/03). These three exchanges have 1500 members and 800 agents spread over 400 centres and account for 94 percent of the total commodities futures trade in India. After the promotion of national multi commodity exchanges, there has been a rapid growth in the value of futures trade. It increased from Rs 34495 crore in 2000-01 to Rs 571759 crore in 2004-05. Out of the total trade during April-September 2005, agricultural commodities accounted for 62 percent (Rs 487487 crore). The major agricultural commodities traded in futures exchanges are guar seed/gum, gram, soya oil, sugar, raw cotton, gur, castor seed, rubber, wheat, rice and other oilseeds/edible oils. 

Futures trading being a risk-mitigating instrument both for buyers and sellers, it requires a conducive and effective regulatory mechanism. Current policy initiatives include amendment in FCR Act for granting more teeth to the Forward Market Commission (FMC) for effective regulation. A Bill to this effect has been placed before the Parliament. In addition, three other measures, being pursued at different levels, are quite critical in taking the advantages of futures trade to the farmers. These are (a) overhauling of Essential Commodities Act (ECA) and food related laws; (b) strengthening of marketing infrastructure particularly warehouses, grade standards, and warehouse receipt system; and (c) a network of outlets to disseminate futures prices, along side the spot prices, to the farmers. 

3.10 CENTRES FOR PERISHABLE CARGO (CPC) 

Major problems faced by the Indian exporters of perishable products relate to the poor and inefficient handling of the perishable commodities at the cargo centres resulting in poor quality of products reaching the international markets. It hampers the export performance and also damages the image of Indian goods in the international market. During summers, when temperature cross 35 degrees Celsius, the handling is inefficient and palletisation procedure is slow resulting in spoilage of perishable commodities. The documentation procedure is also cumbersome and time consuming. This necessitates more efficient and well-equipped cargo centres for perishable commodities. The improved and well-equipped centre for perishable cargo is an important platform in the supply chain of horticultural products from the farms to the international markets and ultimately to the consumers. The APEDA has established six CPCs at Bangalore, New Delhi, Chennai, Thiruvananthapuram, Hyderabad, and Mumbai of varying capacities. The total handling capacity at these six CPCs is 2.16 lakh tonnes per annum. The operating and ground handling agencies have been designated for each CPC. The prescribed charges for users vary from Rs 0.35 per kg to Rs 2.29 per kg. 

In addition, APEDA has signed MoUs for setting up of CPCs at Cochin, Ahmedabad, Amritsar, Kolkata, Bogdogra, Lucknow, and Goa. As an interim measure, APEDA has provided walk-in type cold rooms at Kolkata, Agartala, Guwahati, Lucknow, Coimbatore, and Ahmedabad.  

3.11 AGRI EXPORT ZONES (AEZS)  

The importance of agri export zones can hardly be over emphasized. Already 60 AEZs have been notified in different states for specific commodities including basmati rice, fruits, vegetables, flowers, spices, wheat, vanilla, tea, coriander, cumin, sesame seed, cashewnuts and potato. The estimated investment varies from Rs 3.5 crore to Rs 212.65 crore which will be shared by the centre, state governments and private entrepreneurs in varying proportions. The present approach of diffused operation of the AEZs should be reviewed and provide for convergence of fund flow of various schemes, farmers can benefit from AEZs only if they organize into groups and are linked with players in AEZs directly or through contract farming arrangements. During the last six years, AEZs could not attract targeted private investment mainly doe to lack of public investment and diffused definition of AEZs (whole district is defined as AEZ).  

3.12 
FARM ROAD INFRASTRUCTURE
The Indian road network is the largest in the world aggregating 3.32 million kilometers, consists of 65,569 km of National Highways, 1,28,000 km of State Highways, 4,70,000 km of Major District Roads and 26,50,000 km of other District and Rural Roads. National Highways account for only 2 percent of the total length of roads, but carry about 40 percent of the total traffic across the length and breadth of the country. Though the main road network is important for movement of agricultural produce, the more crucial part of bringing the produce from the field to the transport point is more often ignored. Even the programmes of rural road connectivity mostly concentrates linking the villages, which is no doubt, important. From the farmers point of view, the farm roads that facilitate transportation of farm produce from fields to the collection centre/mandi are very vital. Providing farm roads will help in transportation of the farm produce without loss of time thus protecting the quality of the produce, which is very crucial factor in perishables. The farm roads and other road network also affect the quality of the perishable produce. Since, handling of the perishables is still in primitive stage i.e. more often stuffed in gunny bags, or tightly packed in the baskets and staked one above the other, the quality of the road decide the extent of the damage to the produce. The recent developments in packaging has no doubt provided protection to the produce especially fruits like apples, but majority of fruits are still out side the purview of proper packaging.

Public investment in rural roads, by increasing rural connectivity, can have a significant impact on access to markets by farmers, the development of supply chains, and overall marketing efficiency in addition to other beneficial impacts on rural households. Various studies of rural road investments found reduction of poverty by 5-7 percent through lower input and transportation cost, higher agricultural production and output prices, and higher wages. They further reveal that the rural road investments contributed 36-68 percent reduction in transport expenses, 27 percent increase in agricultural wages, 5 percent decrease in fertilizer costs, and 4 percent increase in output prices. 

3.13
MARKET INFORMATION INFRASTRUCTURE 

The system of market information has continued to be far from satisfactory. While the traders and processors use their own informal sources, farmers depend both on formal and informal sources. Though, both market news and market intelligence are equally important but farmers are more interested in market news. Market news of interest to farmers is collected/compiled by APMCs, SAMBs, State Departments of Agricultural Marketing, field staff of Directorate of Economics and Statistics and Department of Food. The information is disseminated through display boards in market yards, by announcements during open auction by newspapers, radio broadcasts and TV channels. Farmers also gather information through personal contacts with other farmers and traders. However, the market news is able to provide only a broad overview to the farmers due to several defects in the system. The price quotations are not backed by grades and the information is available with considerable time lag. This information is not linked to local grade standards. Quite often, a range of prices is made available, which is of little use to farmers. There is also a serious misconception about the buying and selling price, which are distinctly different. However, developments in information technology have opened new opportunities for dissemination of real price information across the country. Agmarknet, a public portal connecting 2900 markets all over the country and display of information of about 400 commodities on daily basis is the most successful intervention in this area.  An amount of Rs 35 crore has been spent during X Plan period. 

3.14 LIVESTOCK MARKETS 

India is world’s largest milk producer and is the fifth largest country in egg production. The Dairy sector has a potential to employ 4.2 crore of people. The poultry industry is showing growth rate of 15 percent per annum consistently.   Meat production in the country is rising and has reached a level of 5.69 million tonnes per annum. As a component of the agricultural economy, the livestock sector may become the most significant component in the days to come.  

The production of livestock products is through an extensive, multi-locational system which keeps million of farmers occupied, but limits the productivity to meet only the domestic demand and enable sale of the surplus to the nearby market at the earliest as they are perishable and cannot be kept long without cooling facilities. Marketing of cattle is a big business for the farmers and animal dealers. There are more than 1300 livestock markets in 11 States. These markets are generally held in open space in melas/haats. Amenities and facilities available in these haats are far from satisfactory. Most of these markets are under APMCs. However, the trade practices of livestock markets are not yet fully regulated in most of the States. 

A study conducted in Haryana reveals that from 280 cattle fairs organised by Panchayat Samities or Zila Parishads, an annual income of Rs 130 lakhs is earned by the State Government. In these markets, livestock are either purchased or exchanged mainly consisting of draught animals such as bullocks, calves and camels. The market charges levied per animal are 4 percent of the sale price and is collected as registration fee from the buyer. Beside this, a fee of Rs 2 to 5 per animal is charged from the seller. In addition to this, a fee @ Rs 15-25 for issuing license to a broker is charged and a toll tax of Rs 5 per animal is charged for an animal transport vehicle. So far as the amount of expenditure by the cattle fair authorities is concerned, generally the organizing authority is permitted to incur an expenditure equivalent to 10 to 20 percent of the total revenue accrued to the government. It is evident that there is high incident of market charges without providing proper infrastructural facilities and services in the livestock markets. 

The issues associated with the current state of livestock markets are:

· Markets are primitive, with no facilities for weighbridges, ramp facilities for loading and unloading, feeding and watering.

· There are no separate markets for different species of animals.

· Transactions could be direct under private arrangement or through brokers/commission agents, or through auction. However, there is no licensing of merchants, brokers or suppliers, transactions are also taking place under cover (Hatha) system leading to non-transparent pricing.

· There is no veterinarian support available to certify animal health in the livestock markets.

· Marketing margins amount to 30% of the consumer price in wholesale livestock markets.

· The market revenue not utilised for upgradation of facilities, but is diverted for other purposes. 

Livestock markets need to have adequate facilities for animals and men (water, shelter etc.) and should provide veterinary support too. The transactions need to be undertaken in a fair/transparent manner. This requires stringent guidelines on:

· Animal welfare. 

· Design of the proper auction/sale methods (registration of the intermediaries must be compulsory). 

· Procedure of identification of the animal and availability of veterinary certificate for the same.

3.15 POULTRY AND LIVESTOCK MEAT MARKETS  

India is the world’s largest producer of indigenous buffalo meat, second highest in indigenous goat meat production, fourth highest producer of hen eggs and fifth highest producer of indigenous chicken and duck meat. Livestock production is an integral part of crop farming and contributes substantially to household nutritional security and poverty alleviation through increased household income. Returns from livestock on small and medium holdings are larger and highly sustainable. The progress in this sector results in more balanced development of the rural economy and improvement of economic status of poor people associated with livestock. 

3.15.1 Slaughter Houses 

Poultry meat is the fastest growing animal protein segment in the country. It has grown at a CAGR of 11 percent during 1991–2003 from a production base of 4.20 lakh metric tonnes broiler in 1991 to a production of 15 lakh metric tonnes in 2003. The poultry industry output is valued at over INR 120 bn (USD 2.5 bn), with production of 1.5 million tonnes of broiler meat and 39 million eggs in 2003.  A large share of the industry is unorganised. There are 4030 slaughter houses in the country, most of them do not have adequate storage facilities of raw meat.  These slaughter houses need to develop their own cold storage facilities and private entrepreneurs should be encouraged to install cold storages adjacent to slaughter houses. At present, only two modern abattoirs are set up by Bombay Municipal Corporation at Deonar and M/s Brooke Bond India limited now taken up by M/s Alana Group at Ahmedabad. During the last couple of years, integrated organised players have emerged in the Indian market. The integrated players have the cost advantage due to less intermediation in the system. Some of the players have started their own distribution set up and retail outlets. This system is advantageous in terms of higher hygiene standard and lower and stable price over the presently available wet market system. 

3.15.2 Unorganised Slaughtering 

Most cities in India have banned street side slaughter of large animals. These animals are slaughtered in authorized slaughter houses and the meat is sold through licensed wet market shops. However, in the case of poultry and other small animals, most municipalities (with the exception of Delhi) permit slaughter of poultry within their municipal limits. Slaughter takes place at different shops across the city (about 2000 in Mumbai) although these shops do not have a license to do so. There are several issues associated with street side slaughter of poultry. Improper slaughter leads to: 

· Imperfect bleeding

· Meat hardening/blackening due to pitting against the drum used

· Primitive and crude de-feathering techniques

· Quality of water used may not always be potable

· Poor hygiene practices in manual handling for defeathering, chopping, and removal of viscera 

· Cross-contamination in slaughter houses

· Lack of chilling after de-feathering resulting in immediate bacterial attack.

· Lengthy farm-to-slaughter time, leading to dehydration; also causes shrivelled meat

· Improper ventilation as density of birds per sq.ft. is abnormally high

· Chicken droppings/feed/feathers spread micro-organisms while being transported within the city (for example, slaughter waste generated per day in Mumbai alone is 150 tonnes) 

3.15.3 
Regulation of Slaughter Houses 

The infrastructure and facilities at most slaughter houses are inadequate and outdated. The fee charged on animal slaughter which is supposed to be used for maintenance and up-gradation is diverted to other uses by most state governments. Further, the operating authorities are also responsible for providing licenses for slaughter. The lack of separation of these roles leads to laxity in adhering to operating standards. For instance, the animals are often kept in poor conditions which violate the defined norms.  

3.15.4 
Retail Markets for Poultry & Meat 

The present system of retailing in poultry and meat is in bad shape, with most unhygienic conditions. The system is highly conducive to contamination and does not permit clean handling. The waste disposal is also a major problem. Lack of cold storage at retail level also enhances microbial contamination. 

3.16 INTER STATE DISPARITIES IN INFRASTRUCTURE 

These apart, there is considerable and continued inter-regional disparities in infrastructure for marketing. The index of infrastructure at state level compiled by the Centre for Monitoring Indian Economy shows that the infrastructure is relatively well developed in the state of Kerala, Tamilnadu, Haryana and Gujarat. But it has continued to be weak in Madhya Pradesh, Bihar and Rajasthan. This is, obviously, reflected in the inter-regional differences in efficiency of agricultural marketing system. The study conducted by World Bank during 2006 in Orissa, Uttar Pradesh, Maharashtra and Tamilnadu also shows wide variations in marketing infrastructure in different states.   
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