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Market

A place of interaction between buyers and sellers, who come in contact with each other for buying and selling activities.

Marketing
Marketing consists of all the activities of individuals and organizations designed to identify, anticipate, and mutually satisfy the needs of all parties involved in the exchange.
Agricultural Marketing
Agricultural Marketing is a process of bringing the commodities from point of production to point of consumption.
Marketing Utilities

Four marketing utilities, which are the capacities of the product offering to satisfy the needs of a customer, are enhanced when exchange occurs.

These include:

1. Form Utility - The product is produced, or modified for variety of customers. An example of cheese, which may be properly packed, labeled containing brand name, when offered to customer containing palatability and nutritional status in accordance to the demands and tastes of customers. 
2. Time Utility - The consumers ability to buy the product when he or she wants to buy the product. For example, cooked, fresh and tasty fish are required to be made available for customers during winter season and cold drinks are required to be available during summer season. It is ensuring customers will have access to the food when they most desire them.

3. Place Utility - This describes when a consumer is able to buy the product at a location that is convenient to him or her. The best example of this is online sales for home delivery of food items. Home is the most convenient location for a consumer.

4. Possession Utility - Ownership of the product is transferred from the marketer to the buyer. An example is a getting a loan and then buying a tractor. This is concerned with the ease of transferability for the consumer.

The Marketing Management Concepts

There are FOUR MARKETING
1. Product Concept - This management orientation says that if you build a quality product and set a reasonable price, very little marketing effort is needed to sell it. The product generates the demand "build it, and they will come"

2. Selling Concept - This management orientation says that consumers will not normally buy enough of a product unless it is aggressively promoted to them.

3. Marketing Concept - This management orientation says the major purpose of an organization is to identify consumer needs and then adapt the organization in a way that will satisfy the customers needs more effectively and efficiently than competition. (i.e. Chain restaurants may alter their menu in different countries)

4. Societal Concept - This management orientation focuses on satisfying consumers needs and demonstrating long run concern for societal welfare in order to achieve company objectives and attend to its responsibilities for society. The idea is to find a balance between social welfare, consumer needs, and company profits.
Traditional vs. Integrated Marketing

To understand the fundamentals of marketing, it is important to understand two different approaches used when a company chooses to introduce a new product. Here we see traditional and integrated marketing.

There are typically 5 different departments directly involved with the product during creation and launch: Development, Engineering, Production, Marketing, and Distribution.

If a company opts to use a traditional approach, all of these departments work as separate entities. For example, development will draw up a product and then pass it along to engineering to create it. Engineering will then pass it along to production mass produce it. They will afterwards pass it to marketing, who will eventually move the product to distribution for a product launch.

If a firm opts to utilize an integrated marketing approach, all of the departments work together as a single unit. Engineering will not begin a product without ensuring that production has the capabilities to produce it. Development will check with marketing to ensure the product is line with the company image and approach. Basically, every department will at some point integrate their work with all other departments in the process.

Clearly, integrated marketing is the better approach. While it may take longer to launch a product, the likelihood of success is greater. The traditional approach leaves much room for interdepartmental conflicting interest and is therefore regarded as an outdated approach in marketing. It all too often ignores the consumers needs. The integrated marketing approach helps a business work collectively as one unit.

Principles of Marketing/ Marketing Mix - The Four P's

There are four marketing mix variables that are associated with a product. These must be taken into consideration when making any decisions regarding marketing activities. These are often known as the "Four P's" in marketing. Note that these should only be identified after a target market is selected. All marketing mix variables are controllable, internal factors. These include:

1. Product - This variable described all factors relating to the actual product visible to the consumer. These may include things such as quality, features, options, style, packaging, brand, sizes, labels, variety, and warranties.

2. Price - The price variable includes not only the list price, but all other pricing factors associated with a product. These may include discounts, allowances, payment options and periods, and credit terms. All of these are related to the final, whole price of the product.

3. Place - Place deals with all distribution and location aspects of a product. How and what are the products available to consumers? These may include assortments, channels, coverage areas, locations, and inventories.

4. Promotion - Promotion is an effort of an individual seller or a company as a whole to make publicize a product and make the consumer aware of it. Efforts might include advertising, personal selling, sales, public relations, or internet activities.

The marketing mix should only be determined after a target market is determined.

Target market = The group or groups of customers for which the marketer will direct attention. This group is determined after thorough segmentation and analysis of the market. 
External Factors (Uncontrollable)

While the marketing mix consists of factors that are controllable by a company, there are numerous external factors that must be taken into consideration when scanning the environment the product or service is marketed in. The company can do nothing about these in the long run, but can react to them in the short run. They will certainly impact what the marketer can do.

1. Demographic environment - The features of a country that can be statistically described

2. Economic environment - The financial and economic conditions in a country will determine demand for any and all products.

3. Competitive environment - The intensity of competition in the market the business is in cannot be controlled.

4. Physical environment - Availability, use, and disposal of natural resources

5. Technological environment - Determines how the marketing should be done. What medium should be used?

6. Political and legal environment - Laws and restrictions may be set by various government agencies in regard to competition, consumer protection, or societal welfare.

7. Social/Cultural environment - What is acceptable in what culture may not be acceptable in another.

8. Company related environment - Goals and objectives of top Gethsemane and company as a whole

Marketing Problems in Pakistan

The main problems in marketing system in Pakistan;

1. Low quality of produce: The production of agricultural goods is generally of low quality due to absence of grading, indifference use of seed, pests and diseases etc. The agriculture produce like cotton and rice do not enjoy good reputation in the foreign market due to low quality.

2. Costly transport facility: The transport system which consists of roads, networks, railways, air transport, ports and shipping services is not only inadequate but also very costly for the transportation of the bulki agricultural goods from one place to another.

3. Lack of market knowledge: The farmers mostly being illiterate do not have detailed market knowledge as to when, how and where the goods are to be sold. They therefore do not get a fair return of their produce.

4. Chain of middlemen: There is long chain of middlemen or intermediaries who are engaged in handling of the farm produce from the grower on to the consumer.

5. Multiplicity of charges: There are a number of unjustified charges which the farmer has to pay in the market. These charges like commissions, collie, masjid funds, flood funds etc are a burden on a seller. The other charges like octori duties, toll taxes are also paid by the farmers while transporting goods to the market. 
6. Lack of storage and warehousing facilities: There is no or inadequate storage facilities at the farm level or in the houses of the farmers to store the surplus produce. They therefore have to sell the produce immediately after the harvest which brings reduced prices. The warehouse facilities in the market are also insufficient and expensive.

7. Lack of Agriculture finance or credit: The farmers are always in need of money in order to apply various agronomic practices on their farm. In this connection, they often rush to commission agents to get loan. The loan they receive are conditional in the sense after harvesting, the farmers will sell their produce to commission agents whom from they have borrowed. Due to lack or high interest rate of agriculture credit, the poor farmers failed to pay agriculture credit well in time due to low return of their produce.  
8. Lack of market regulations: The agriculture markets in Pakistan are furnished with limited or no government control due to sub standard weights and measures practiced.

Remedies/ Solutions of Agricultural Marketing in Pakistan 
Following remedies of agricultural marketing in Pakistan;

1. The quality of produce should be good. Agricultural commodities can not be produced in standardized form as manufacturing sector, but quality can be ensured to some extent by using certified seed, correct doses of chemical fertilizers, by adopting efficient and clean methods of cultivating and harvesting, by grading and standardizing the product and by storing it in cold and hygienic storages to prevent deterioration.  

2. Staying power of seller: When farmers is under tremendous pressure to immediately sell his produce just after his harvest due of fear of spoilage or deterioration, the selling pressure will depress prices for all agriculturists. It is necessary, therefore that either the farmer should have enough reserve to make immediate payments and should have storage and warehousing facilities to keep such produce till the prices become favourable in the market.
3. Good means of communication and transport: Cultivator-seller should be in touch with the movement of prices in the market to enable him to take advantage of favourable prices. The villagers should have convenient access to the market. The roads should be well planned and well kept. If transport facilities are absent, the farmers would prefer sell their produce to nearest shop keeper instead of carting his produce to the main market for better returns. 
4. Well conducted market at convenient distances from the producing villagers. It is necessary that these markets should be properly regulated be under impartial supervision. If the market practices are arbitrary, the cultivator will lose confidence in them and would prefer to sell his produce in his own village on comparatively unfavourably terms.
5.  Provision of information. The Government must provide through television, newspapers, radio information of current market prices of agricultural goods, crops prospects, factor influencing demand etc. The timely information provided by the Government helps the farmers in receiving fair return of their produce. Metrology Department also provides projected temperature and rain fall in agriculture region of the country to selected farmers through mobile phone network.

6.  Establishing standard and grades. The Government through different medias and market organizations must stress on the farmers to maintain standards and grades of agricultural produce. The establishment of grades of their agricultural goods brings good returns on their investment, simulates export and helps the Government in earning foreign exchange. Grades provide value to the produce of the farmer. Properly graded produce fetches right price for the farmer.
7. Establishment of PASSCO and AMSL. The Government has also established Pakistan Agricultural Services and Storage Corporation (PASSCO) in 1973 to protect the interest of growers and consumers. It procured the less perishable commodities at the procurement prices in the producing years and releases the same in the market at the sale price fixed by the Government. It helps in stabilizing the prices of selected agricultural commodities. Agriculture Marketing and Storage Limited (AMSL) was set up in 1981 for catering the marketing problems of perishable agricultural commodities (such as fruits and vegetable, livestock products) has done useful job in stabilizing the prices. There is a definite need to extend its scope and coverage. 
8. Strengthening Marking Infrastructure. Under the WTO regime, there is an urgent need to educate growers. They shall now have to concentrate on improving the quality of products by proper grading, standardization and storage. The Government both at the Federal and Provincial level shall have to develop efficient and strong marketing infrastructures for timely availability of the goods at the right place, at the right time, at the right price and in the suitable form needed in the domestic and international markets.

Marketing Functions: In modern marketing, the agricultural produce has to undergo a series of transfers or exchanges from one hand to another before it finally reaches the consumer. This is achieved through three important marketing functions namely;

a. Assembling (Concentration): Concentration pertains to the operations concerned with the assembly and transport of produce from the field to a common assembling area or the market.

b. Preparation for consumption (processing): The produce may be sold, as obtained from the field, or may be cleaned, graded, processed and packed either by the farmer or village merchant before it is taken to the market. Some of the processing is necessary for the conservation of quality.

c. Distribution (Dispersion): It involves the operations of whole selling and retailing as various points. By a series of indispensable adjustments and equalizing functions, it is the task of distribution system to match the available supplies with the existing demand.
The essential functions of agricultural marketing may be described as follows:

1. Assembling:

Collection of produce for sale in mandis or larger markets is called Assembling. Assembling is of two types:

i. Bringing together of smaller amounts of produce for greater convenience and economy in buying, transporting or processing.

ii. Assembling occurs in the distribution of finished products. Wholesaler buy from many processor to have on hand the commodities wanted by retailers to supply the consumers.

2. Grading and Standardization:
Grading is the sorting out of the commodities into different groups on the basis of size, variety, taste, quality, colour etc. Such separation may or may not conform to established standards. Whereas standardization fixes the grades and does not allow them vary from season to season and year to year. Grading and standardization are used interchangeably.
Advantages of Grading and standardization
a. Uniformity between markets is provided

b. Products of similar grade can be stored in bulk

c. Market values are better understood

d. Commodities can be bought and sold without previous examination

Standards provide a basis for market reporting and advertising
3. Processing:
Processing is the conversion of farm produce into more consumable form. For example, conversion of wheat into floors, preparation of butter, ghee from milk, hulling of paddy into rice etc. Processing imparts form utility 
Advantages
a. Surplus produce may be conserved

b. Reduces the work in home
4. Transportation:
Physical movement of produce from the place of production to the final consumer is called transportation. Transportation creates place utility. Transportation takes place through different means like road, rail, air, and water.

5. Storage:
Storage is the holding of produce from time of production until needed by the consumers. Storing creates time utility. Storage helps to spread out market supply. Some products are stored for short period whereas fresh fruits, vegetables require cold storage.

6. Packaging:
Packaging is the packing or covering the product in such sizes and pattern as to be most Marketable. The objectives of packaging are

a. to facilitate the handling of product

b. to reduce the storage and marketing cost

c. to prevent loss by deterioration and rob

d. to make products more attractive

7. Distributing:
It relates to dispersing, retailing and marketing of produce. Distribution bridges the gap between the wholesalers and large number of consumers.
Marketing Functionaries (Agencies)
The transfer of produce or goods takes place through a chain of middlemen or functionaries (agencies).

In a primary market, the main functionaries are the producer, the village, or itinerary merchant, pre harvest contractors, commission agents, transport agents etc.

In the secondary market all the functionaries of primary market are involved and also the processing and manufacturing agents are the additional functionaries. Financing agents, such as shroffs, banks and co-operatives also take part.

In the terminal or export market, the commercial analyst and shipping agent also get involved in the transfer of goods.

The functionaries have their own setup. They may be individuals, partners or co-operatives who may buy and sell on ready and future basis, at a price determined by forces of demand and supply. Each functionary renders some service in the process of marketing and also earns a varying margin of profit for himself and at same time bears risks involve in the process.
Marketing Margin and Profitability

Marketing Margin can be defined as the differences between consumer retail price and what farmers receive. A marketing margin is simply the difference between the primary and derived demand curves for a particular product. Primary demand is determined by the response of the ultimate consumers and this is usually based on the retail price and quantity purchased by consumers. The derived demand for the farm product can be obtained by subtracting the cost of all marketing components from the primary demand (i.e. DD = PD - MC). 

The primary supply (PS) represents the price-quantity relationship at the producer level. The derived supply (DS) at the retail level is derived from the primary supply (PS) by adding an appropriate margin. Thus, a retail price is established at the point where the primary demand (PD) intersects the derived supply (DS) as shown in the figure.

The farm-level price is based on derived demand (DD) and primary supply (PS).

The difference in the two prices is the marketing margin.













Figure : Marketing Margin

Firms use marketing margin as a way of figuring profitability. A high marketing margin reflects a high level of profitability. It also reflects a high level of business stability, as it shows the business has the ability to pay for unexpected liabilities. Also, a high marketing margin shows a business has the ability to respond to new competitors in the market by reducing prices. According to an estimate, there exists a 40 to 50% gap between the price paid by the final consumer and price received by the farmer at farm gate. The crops where marketing margin was higher results in exploitation of consumers and farmers while the traders and commission agents are benefited.
Agricultural Prices:

Prices are a form of communication signals that serve in various ways to coordinate marketing decisions. Agricultural Prices serve as guides before decisions are made.

Importance of Agricultural Prices: The study of agricultural prices is important to many persons; 

a) They are important to the growers as they help them in planning their farm operations. 
b) They are, similarly, of considerable interest to the traders and merchants who deal in farm products. 
c) These are also important to bankers who finance the marketing process; 
d) These are necessary to Government officials who budget government revenues.  

e) These are also essential for consumers who buy what farmers produce for them.

In competitive economy, prices perform following three types of jobs;

1. They guide and regulate production decisions.

2. They guide and regulate consumption decisions.

3. They guide and regulate marketing decisions over time, form and space.

Price Movement or Price Changes or Price Variations:
There are four types of changes which may occur in prices as;

1. Short Term Changes 

2. Seasonal Changes

3. Cyclical Changes

4. Secular or Long Term Changes

1. Short Term Changes: Changes in prices which remain confine to short run only are called short term changes in prices. These changes occur due to temporary changes in demand and supply.  Short run changes occur due to following reasons/ causes;

a) Weather conditions and transportation: The short term price changes may rise due to weather conditions or transportation problems. For example, if due to flood, the road linking one area to another is suspended it will become difficult to transport goods especially perishable.

b) Temporary fluctuations in consumer demand: We know consumer demand depends upon expected consumers in the market, their purchasing power, their preferences, substitutes of goods and weather conditions. However, due to changes in supply, these factors respond slowly. As a result, the consumers demand remains stable due to short run and long run. Thus short run changes in demand are concerned with changes in expectations of whole sellers.

c) Uncertainty in actual demand and supply conditions and prices: It is difficult to make prediction regarding supply and demand for any good. In this way, uncertainty exists in connection with demand and supply conditions, as a result of it, short run changes in prices will occur.

2. Seasonal or Annual Variations: The big changes in supply of agriculture goods occur due to season. It has been observed that when the crop is harvested its price falls because of abundance. It remains low for the period of 2 to 3 months. Then it starts rising and gets maximum in the period of 2-3 months before the arrival of new crop as here the supply of the produce is short. Thus when the crop is harvested the farmer is unable to store it because of financial hazards. Therefore, he is bound to sell it, he can not wait for the rise in prices. Thus in the early post-harvest period, the price of agriculture products remains low and depressed. Moreover, after harvesting the crop, the farmer is in great need of cash as he has to pay the old loans and make the deferred expenditure. When this period comes to an end the process of prices rise starts. The prices rise because the supply becomes short, expenditures regarding transportation and storage have to be met, the brokers have to pay the brokerage costs and handling costs of agriculture produce have to be faced. 
3. Cyclical Changes: The changes in prices which occur for a longer period (more than one year) are called cyclical changes in prices. These changes normally occur due to changes in supply. For example, if the prices of eggs are higher in one year, it means that hens laying eggs are reduced in number. Then the farmers will increase the hens in their poultry farms. When number of hens increases the supply of eggs will increase leading to decrease their prices. Such fluctuations in the prices and outputs of eggs will remain operative. These changes in prices and outputs are given the name of cyclical changes in prices.  
4. Secular Changes or Long Term Changes: Summing so many short term periods we get long term periods. So many factors like changes in population, changes in fashions, changes in natural resources, changes in techniques of production and changes in cost of production affect supply and demand in long run.  
Support Prices: The floor prices fixed by the Government for agricultural products are actually the support prices or procurement prices. These give support to the agricultural prices to keep them on certain reasonable level. The support prices in Pakistan are announced by the Government on the recommendations of Agricultural Price Commission (now called Agricultural Policy Institute). These prices are announced just before the start of sowing season and hence are helpful to the farmers in planning their farm operations. The main purpose of the announcement of support prices is to restrict the prices of commodities not to decrease beyond the level of support prices announced. If the price decreases beyond this limit, the government is ready to purchase the commodity on support price and if prices are high, the growers can sell their output in the open market. 
Agriculture Price Commission (now called Agriculture Policy Institute) fixes these support prices on the basis of cost of production estimates and considering various other factors. There are two methods used for the determination of support prices;

1. Cost of Production Approach:

2. Parity Approach:

1. Cost of Production Approach: The cost of production approach suggests that farmers should be guaranteed regarding the suitable price of the crop and a balance could be maintained in between different competing crops. For example, the wheat with respect to area competes with cotton and rice. Therefore, some specific balance in between the prices of these commodities could be helpful in attaining the target of these three crops. 

The cost of production of different crops may vary due to following factors;

a. Lack of organized market.

b. Cost may change due to inflation and changes in price.

c. Technology also affects the cost of production.

d. Influence of feudal/ big landlords on announcement of support prices.

2. Parity Approach: The parity approach used to remove imbalance in between the terms of trade between agriculture and non-agriculture sectors. Through this approach, a balance will be maintained between good sold by the farmers and the good purchased by the farmers. 

Price Stabilization Measures:  The prices of agricultural products fluctuate and they sometimes fluctuate upto certain extreme ends that, on one hand, the producers suffer badly and on the other, the prices become unbearable for the consumers. The best example may be that of tomato in local market, where its price prevail as Rs. 30/- per kg on one occasion and Rs. 50/- per kg on the other. The price fluctuations to such an extent are disastrous for both the producers and consumers and these should be checked for the betterment of economy of the country as a whole.
Various measures often adopted for stabilizing agricultural prices as;
1. Acreage control: By controlling area under crops, the supply of agricultural commodities can be made increased or decreased. If prices are relatively small, the area under crops will have to be restricted and if they are high, the acreage will have to be expanded. Some government action would be required to provide incentive to the farmer for this purpose.

2. Storing the surpluses: The main reason for sharp decline in prices is that, just after harvesting, the major portion of our agricultural produce is poured down into the markets. Our growers have very little staying power. Their holding capacities are required to be enhanced through the provision of credit facilities and other means so as they are able to with-hold their production till the prices is favourable. Withholding of surplus production, can also be arranged by the governmental agencies for stabilizing the prices. 
3. Processing: Agricultural products especially the perishable, like fruits and vegetables, can not be stored for longer periods or they cannot be withheld due to their high cold storage charges. The withholding capacity of such products can be increased through processing. For instance, the processed products like jam, jelly and juices and canned vegetable can stay for much longer periods than they are in original raw form. The processing, thus, not only enhances the life of perishable products, creates a good market for new agricultural products, but it also helps to withdraw the surpluses from the market and stabilizes the prices, consequently.
4. Price control: Price control is exercised by the government as a measure to stabilize the prices. Usually, two types of prices are fixed (a). The ceiling price and (b) The floor price. The idea underlying this fixation to let the price fluctuate between these two limits. The floor price is the least price that should be received by sellers and the ceiling price is the upper limit beyond which the price must not be increased. The floor price benefits the producers and the ceiling price benefits the consumers.
5.  Government Procurement: One of the major measure to establish agricultural prices is the procurement of surplus production by the Government. Government procures some of the agricultural commodities at the time of harvesting, store it for longer consumption, releases it in the market when the prices go up.  In this connection The Government has also established Pakistan Agricultural Services and Storage Corporation (PASSCO) in 1973 to protect the interest of growers and consumers. It procured the less perishable commodities at the procurement prices in the producing years and releases the same in the market at the sale price fixed by the Government. It helps in stabilizing the prices of selected agricultural commodities. Agriculture Marketing and Storage Limited (AMSL) was set up in 1981 for catering the marketing problems of perishable agricultural commodities (such as fruits and vegetable, livestock products) has done useful job in stabilizing the prices. There is a definite need to extend its scope and coverage.
6. Import-export policy: The import-export policy of a country can play important role in stabilizing prices in the country. Government can procure and export the surplus production to other countries for raising the price from low levels. Similarly, is the supply of a commodity is less than the demand for it, the government can arrange its imports on its own account or can allow its liberal import by private section.
7. Provision of Subsidy: Subsidy is a financial grant provided by the Government for minimizing the burden of high prices on general consumers. The basic aim of provision of subsidy is to reduce the price to a level easily accessible to ordinary consumers. Subsidy is also provided for inducing somebody to do a certain work or adopt a certain practice. Government has been providing subsidies on fertilizers and pesticides for popularizing fertilization and plant protection practices among the farmers. Provision of subsidy is also a mean of stabilizing prices. It not only brings the prices from highest limits to some reasonable levels, but it, indirectly, also creates competitive situation for the same of substitute products to be remained on justified price level. On one hand Government announced support prices for agriculture products to protect their producers against the price declines and on the other hand, it provides subsidies on certain items to reduce the burden of consumers. 

8. Market contracts: The farmers and especially the growers of fruits and vegetables make agreements with the local assemblers, commission agents and other traders for the sale of their produce well in advance the time of harvesting. Standing crops are also sold to the traders on full advance payment. The growers do all this just to get money for meeting their immediate needs and transfer the risk of price changes on the shoulders of somebody else.
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