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ABSTRACT

There are generally wide fluctuations in the monthly prices of onion, which lead to seasonality and
which cause a perpetual concern to producers. Added to this, fluctuations in annual prices, which are
generally cyclical in nature, also affect the export performance. These facts make it necessary to
understand the nature of these fluctuations and the present study is an attempt in this direction. It examines
the divergence among farm harvest prices, wholesale prices, retail prices and export prices and horizontal
and vertical integration of supply chain for various varieties of onion crop in the state of Maharashtra of
India. The study showed highly profitable nature of onion crop cultivation since cultivation of onion
generated 76.67 per cent per quintal net returns over per quintal variable cost during kharif season and
64.48 per cent per quintal net returns over per quintal variable cost during rabi season. The study also
showed that the producer’s share in consumer’s rupee for onion varied from 49 per cent to 52 per cent in
domestic market for various varieties, and this share in export channel varied from 30 per cent to 35 per
cent. Further, the study revealed that onion prices remained at lower ebb during harvesting/peak period
and high during lean period. One of the major factors responsible for lower share of producer in retail and
export prices of onion was the higher cumulative marketing margins cornered by various market
functionaries within the channel. The situation is unlikely to be altered unless various regulative measures
are brought in place to check practices of these functionaries involved in the marketing of high value
crops. The study emphasised upon the need to develop adequate post-harvest infrastructure facilities for
high value crops in order to protect farmers from undue low prices for their produce. Public and private
sector investment initiatives towards creation of adequate post-harvest infrastructure facilities will
certainly boost horticulture crop production and marketing, both in domestic and export markets. One of
the major recommendations of this study is in favour of the announcement of MSP for rabi onion, which
has longer shelf life. The government support for rabi onion will not only protect the farmers but also the
consumers.
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INTRODUCTION

Horticultural commodities are subjected to high price volatility due to lack of
storage, transportation and processing facilities, apart from weather and institutional
risks. Weak supply chain and market inefficiencies also influence prices of these high
value commodities. High price variability in case of primary products not only affects
producers but also consumers, which in turn affect other sectors, resulting in high
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inflation in the economy (Chengappa et al., 2012). The producers are also seen to be
exposed to market risk due to lack of market intelligence regarding demand, supply
and price prevailing in various market centres. Many researchers in the past have
raised the issue of availability of adequate market intelligence system for agricultural
commodities (Kalloo and Pandey, 2002; Singh et al., 2004).

The efficiency of marketing of fruits and vegetables in India is always a matter of
concern since inadequate market infrastructure coupled with lack of marketing
efficiency not only lead to high and fluctuating consumer prices but also lower the
share of producer in consumer prices (Gandhi and Namboodiri, 2002). Fruits and
vegetables also show high proportion of wastage, quality deterioration due to high
perishability and frequent mismatch between demand and supply not only spatially
but also over time (Subbanarasiah, 1991; Singh, 1985).

There are generally wide fluctuations in the monthly prices of onion, which lead
to seasonality and which cause a perpetual concern to producers. Fluctuations in
annual prices, which are generally cyclical in nature, also affect the export
performance. An increase in price of onion affects the consumer by way of increase
in food consumption budget, while a decrease in onion prices below the cost of
cultivation affects the producer (Chengappa et al.,, 2012). In the light of this
background, the study attempts to examine divergence among farm harvest prices,
wholesale prices, retail prices and export prices and horizontal and vertical
integration of supply chain for various varieties of onion crop in the state of
Maharashtra of India.

DATABASE AND METHODOLOGY

The study was conducted in three districts belonging to Western Maharashtra
region of India, which account for bulk of onion cultivation of India. Based on higher
allocation of area under onion, the districts of Pune, Ahmednagar and Nasik were
selected for primary data collection. From each of the selected sampled districts, one
taluka was selected based on higher area allocation under the reference crop. A
further stratification included selection of two villages from each taluka/district for
canvassing the questionnaire. It was decided to select a sample of 25 farmers from
each of the selected six sampled villages. Therefore, a complete enumeration of the
six villages was done with a view to further categorise the farmers into small (less
than 2 hectares), medium (2-4 hectares) and large (above 4 hectares). The probability
proportion to sample size technique (PPS) was used for further selection of farmers
under each of the land holding size category. The number of sampled farmers
selected from six villages of Pune, Ahmednagar and Nasik districts encompassed 113
in small category, 25 in medium and 12 in large category with a sum of 150 farmers
drawn from three selected districts. The agricultural year 2013-14 was considered as
the reference period for data collection on relevant parameters.
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The study also covered wholesalers, retailers and exporters of onion crop. In this
study, 10 wholesalers and 10 retailers were selected from Pune. Apart from
wholesalers and retailers, 10 exporters of onion were also selected from Pune and
Mumbai. Separate questionnaires were used for the collection of data from farmers,
wholesalers, retailers and exporters. The information collected from wholesalers,
retailers and exporters of onion chiefly encompassed sources of their supply, their
trade details with respect to average purchase price, sale price, markup, etc., and
ranking of problems faced by them.

EMPIRICAL FINDINGS

The empirical findings of this investigation revolve around cropping pattern of
sampled farmers, variety-wise area under onion crop on sampled farms, percentage
profit for onion for major varieties, wholesale, retail and export trade details of onion
along with price divergences at each level, and price spread in domestic and export
markets for major varieties of onion evaluated through horizontal and vertical
integration of supply chain.

Cropping Pattern of Onion Farmers

The cropping pattern of irrigated area differs from the cropping pattern of un-
irrigated area. While high value commercial field crops are usually grown under
irrigated conditions, low value subsistence crops find place under rainfed conditions.
The information on area allocation under different crops grown under different
seasons by the onion farmers is provided in Table 2.

All the categories of sampled onion farmers put together showed a net sown area
of 224.51 hectares in kharif season, which encompassed 49.29 hectares of area under
kharif onion, 69.18 hectares under bajra, 51.64 hectares under mung, and 54.40
hectares under other kharif crops like jowar, maize, tur, urad, groundnut, green pea,
fodder crops, etc. (Table 1). The net sown area with all the sampled onion growing
farmers put together was estimated at 196.04 hectares in rabi season, which
encompassed 111.48 hectares under rabi onion, 45.08 hectares under jowar, 17.79
hectares under wheat, and 21.69 hectares under other rabi crops like maize, gram,
groundnut, sunflower, potato, Lucerne, etc. The area under perennial crops with all
the onion farmers put together was estimated at 55.69 hectares, which encompassed
33.68 hectares under pomegranate, and 22.00 hectares under other perennial crops
like sugarcane, grape, etc.

Thus, onion crop predominated the cropping pattern of sampled farmers since the
average category of farmer showed 22 per cent of net sown area under onion crop in
kharif and as high as 57 per cent in rabi season. The area under onion crop as
proportion of gross cropped area (GCA) was also high and the average category of
onion farmers showed 10 per cent of GCA under onion crop in kharif and 23 per cent
of GCA under onion crop in rabi season.
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Area under Onion Crop — Variety-wise

The onion farmers were seen to cultivate large number of varieties of onion on
their farms. The variety of onion cultivated during kharif and rabi seasons differed
across various categories of farmers with the sole exception of some varieties.
Estimates relating to variety-wise area under onion crop for different categories of
onion farmers are provided in Table 2 (A) and (B).

Although the number of varieties of onion cultivated by farmers during kharif
and rabi seasons were wide, the general trend showed major area allocation under
Nasik Lal and Panchganga varieties of onion during kharif season and Fursungi and
NashikLal varieties of onion during rabi season. Further, a critical evaluation of area
allocation under various varieties of onion revealed that the onion farmers allocated
much larger area under rabi season as against kharif season. This was mainly due to
much longer shelf life of rabi onion. Due to better quality and longer shelf life, rabi
onion fetches much higher price as against kharif onion.

The average category of onion farmers allocated 43 per cent of the total kharif
onion cropped area under Nashik Lal variety and 36 per cent under Panchganga
variety. Similarly, the average category of sampled onion farmers allocated 60 per
cent of their total rabi onion cropped area under Fursungi variety and 19 per cent
under Nashik Lal variety. Therefore, onion farmers showed high proportion of area
only under couple of varieties during both kharif and rabi seasons. Due to
significantly higher allocation of onion cropped area under Nasik Lal and
Panchganga varieties in kharif season and Fursungi and Nasik Lal varieties in rabi
season, the present investigation is confined to value chain analysis for these varieties
of kharif and rabi onion.

Farmer’s Percentage Profit for Onion

Based on field level survey, the estimates relating to proportion of profit involved
in the cultivation of Nasik Lal and Panchganga varieties of onion in kharif season and
Fursungi and Nasik Lal varieties of onion in rabi season for various categories of
farmers are shown in Table 3.

The onion farming was found to be reasonably profitable proposition. The
estimates showed that the return over variable cost (ROVC) for Nasik Lal variety of
onion in kharif season varied significantly across land holding size categories, and
variation was seen from Rs.361/qtl for medium category to Rs.480/qtl for small
category with an average of Rs.456/gtl for the average category of farmers. In
general, the average category of sampled onion farmers generated 91.44 per cent of
per quintal net returns/profit over per quintal variable cost in the cultivation of Nasik
Lal variety of onion in kharif season. As for Panchganga variety of onion grown
during kharif season, the ROVC decreased with the increase in land holding size of
sampled farmers with a decline in the same from Rs.398/qtl for small category to
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Rs.320/qtl for large category. The average ROVC for Panchganga variety of onion
was estimated at Rs.367/qtl. The average proportion of per quintal profit over per
quintal variable cost for Panchganga variety of onion in kharifseason was estimated
at 67.86 per cent, which stood at lower as against Nasik Lal variety.

TABLE 3. VARIETY-WISE PERCENTAGE PROFIT FOR KHARIF ONION-
ESTIMATES BASED ON FIELD LEVEL SURVEY

Value of main Variable cost ROVC Per cent Profit*
Farm category product (Rs./qtl) (Rs./qtl) (Rs./qtl) (ROVC/VC)*(100)
@) @ (©) 4 ®)
Kharif onion
Nasik Lal variety
Small 953 473 480 101.57
Medium 971 610 361 59.11
Large - - - -
Average 955 499 456 91.44
Panchganga variety
Small 908 510 398 78.06
Medium 953 613 339 55.28
Large 842 522 320 61.31
Average 907 540 367 67.86
Rabi onion
Fursungi variety
Small 1024 627 397 63.43
Medium 1063 651 412 63.41
Large 1048 700 347 49.60
Average 1034 646 388 60.00
Nasik Lal variety
Small 1042 587 454 77.29
Medium 1133 562 572 101.73
Large 1268 641 626 97.69
Average 1058 586 472 80.62

Note: VC — Variable Cost; ROVC — Returns over Variable Cost; * - For computing farmer’s percentage profit,
only variable costs have been considered.

The ROVC for Fursungi variety of onion varied across land holding size
categories, and variation was seen from Rs.347/qtl for large category to Rs.412/qtl
for medium category with an average of Rs.388/qtl for the average category of
farmers. The estimates also showed a decline in proportion of per quintal profit over
per quintal variable cost for Fursungi variety. The average category of onion farmer
was found to generate 60 per cent per quintal net returns/profit over per quintal
variable cost in the cultivation of Fursungi variety of onion in rabi season.

The ROVC for Nasik Lal variety of onion in rabi season increased with the
increase in land holding size of farmers with an Increase from Rs.454/qtl for small
category to Rs.626/qtl for large category. The average ROVC for Nasik Lal variety of
onion grown during rabi season was estimated at Rs.472/qtl. The proportion of per
quintal profit over per quintal variable cost for Nasik Lal variety of onion cultivated
in rabi season varied significantly across land holding size categories. It varied from
77.29 per cent for small category to 101.73 for medium category of sampled farmers.
The average proportion of per quintal profit over per quintal variable cost for Nasik
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Lal variety of onion cultivated in rabi season was estimated at 80.62 per cent, which
stood at higher as against Fursungi variety of onion. In general, both kharif and rabi
onion showed reasonable margins of profit over variable cost on per quintal basis.

Price Divergence and Trade Details of Market Functionaries

The estimates relating to wholesale trade details, retail trade details and export
trade details for Nasik Lal, Panchganga and Fursungi varieties of onion are brought
out in Table 4. The overall average monthly quantity of onion traded by a wholesaler
was estimated at 1,130 quintals for Nasik Lal variety, 1,905 quintals for Panchganga
variety and 719 quintals for Fursungi variety. The quantum of wholesale trade of
Nasik Lal variety of onion was found to be the highest in the month of December and
lowest in June.

There was significant difference in wholesaler’s purchase and sale price for
Nasik Lal variety of onion. The percentage mark-up for a wholesaler for Nasik Lal
variety of onion was estimated at 25.91 per cent, which varied from 18.63 per cent in
July to 32.41 per cent in March, showing significant variation. The wholesaler’s
purchase and sale price also differed significantly for Panchganga variety of onion.
The average percentage mark-up for a wholesaler for Panchganga variety of onion
was estimated at 26.47 per cent, which did not vary much across various months. The
average percentage mark-up for a wholesaler for Fursungi variety of onion varied
significantly across various months, and, on an average, it was estimated at 25.72 per
cent.

The estimates also showed that the overall average monthly quantity of onion
traded by a retailer was 8.83 quintals for Nasik Lal variety, 3.90 quintals for
Panchganga variety and 5.16 quintals for Fursungi variety.

The estimates also showed that the overall average monthly quantity of onion
traded by a retailer was 8.83 quintals for Nasik Lal variety, 3.90 quintals for
Panchganga variety and 5.16 quintals for Fursungi variety. Further, while the average
purchase price of Nasik Lal variety of onion for a retailer was estimated at
Rs.1555/qtl, the average sale price for the same stood at Rs.1980/qtl. Therefore, the
average percentage mark-up for a retailer for Nasik Lal variety of onion turned out to
be 27.40 per cent, which varied from 19.30 per cent in November to 34.24 per cent in
July, showing significant variation in percentage mark-up for a retailer across
months. The average percentage mark-up for a retailer for Panchganga variety of
onion was estimated at 27.69 per cent, which varied significantly across various
months. As for Fursungi variety, the average percentage mark-up for a retailer for
Fursungi variety of onion was worked out at 26.44 per cent, which also varied
significantly across various months.

The estimates showed that the overall average monthly quantity of onion traded
by an exporter was 790.10 quintals for Nasik Lal variety, 641.67 quintals for
Panchganga variety and 408.00 quintals for Fursungi variety.



-9o1d aseypIng — dd ‘9ouid afes — Js (7 Kpms [eamndwn uo paseq sajewnsH (1 5270

90°6% 146 156T 00'80F 0861 H9C STr €861 91°¢ 89¢1 TL'ST 01¢ 8IST IFelL LOTT a3eIAY
- - - - - L¥'1T LTE T6LT 06°S SL¥T £E1E L0F  LOLT 00091 00¢€T RGUBAON
- - - - - 00°TE 08% 0861 00°L 00ST 00°0T okT  OFFT  00°0FT 00TT RqOPRO
99°0¢ 8601 ¥oTe  L99TIT  L9TT 8T°0¢ 6Ft £€61 09t €811 6¥'TT €6T  8LET  00°0SS STIT Ang
61°6¥ £68 98ST  EEEET  EELI TLET 16€ 0T 00 0891 00°1T 8¢T TLET  00°0TOT €ETT sunf
ov'Ly T8 §SST L9991t EELI 98'ST 4% 4 01T 869 0L91 90°¥T £1¢€ €191  00°61TI 00¢T [udy
€561 LSOT 061  E€EELL  EEIT 80'%T 18¢ S961 (1% 4 €861 L9t vee  ¥8ST 05966 0sT1 RRRIA
80°1¢ 9¢1l 9eTe  0SL6S  001T £F0¢ iy 70T £6°¢ 08T - - - - - Lreniqag
n 0089 08L 0861 00061 00T1 66°€¢ Lo¥ 0961 061 €Ol 80°6T S0¢ SSET  LO'T91 080T Arenuep
O £puea 1sunsng
= 88'8¢ 8¢EI1 TL0E  LOTH9  gg6l 69°LT 66€ 6¢€81 06'¢ orbl L¥'9T 60€ SLPT L9061 L9TT aGerony
m £v'Ts 816 8997 00059 0SLT 006 90t 9081 00°¢ 00FT 06°LT 88T TCET £9°99¢T €201 Rquededg
O - - - - - 00°0T 08¢ 0891 0s'e 00¥1 $0°'6T €Ce  9¢kT  00°00LT €11t JqUIBAON
R Te9 $981 SI8F 00089  0S6T 0067 s TTET 00°¢ 0081 w0T S0¢ SLST  00°9T61 0LTT 29030
- - - - - - 00'%€ 80% 8091 008 00T1T 9€'9T 91¢€  9IST  L99FI 00TT Jqupydeg
M 0S°LS ££9 €ELT  00°ST9  00TI 00°LT 8LE 8LLT 00T 00F 1T = = E ] ] Krenuer
W £prea esuesyoued
= ¥sgs 9011 L60t  0T'06L T661 o¥'LT 9ty 0861 €878 SSST 16'ST T1€€ 8091 696711 LITT a5erony
w 00°T¢ 96 €687 LS'8TOT 6881 £EHT 6S¢€ ¥€81 £L6 SL¥T 00°0¢ 8k €861  00°0S8T STST Rquededg
o LSTS 8¢T1 TTTe SL'EL8 80T 0g'6l 98¢ OLLT L9901 €811 08'6T LOS L0TT  gL7eLs 00LT JOQUIRAON
% 98°¢¢ 8I¢T PeTr 007088 LTLT $0'6T 80¢ 8¢TT £L6 0SLT 88'1¢ TLE  TLOT  OS'LLS 00LT 29010
L 6£°09 1rel 19S€  0S'Lvy 0TTe ¥€'9T 80t 8661 09°¢ 0SST 0L'ST L8T  TOPT  00°SIOT STIT Bqupydeg
m 0TS¢ T6€l 916e  00°568 §TsT 8¢ ¢ ¥161 SLY 08ST ¥T'9T 68T  68€T  00°0THT 00T1T Jsngny
< 00°¥9 el ¥rre  00°0TF 0012 ¥Tve 61S 9£0T £69 LIST £9°81 YT ¥TPT  00°OFTIT 00T Lng
W Isor 60L 6S¥T  00°0¥F 0SLT SELT PLE 8781 0T'8 L9€1 §TOT £0T €0TT  00°S6 000T sunf
=) 10°¢9 6¢€El ¥ore  00°01¢ STIT IS¢ SLS 61T £ETT LILT 90°TT 6€C  TTET  €C7ESTT €80T Ao
S 88°LS $80T 0967 00°0SS SL3T £0°TT £33 1¢81 §To6 00ST 9T 1€€ I8ST  00°00TT 0§TI [dy
ANn £9°LS €111 ¥r0E  0S°LES Te61 99T o 0T61 £L0T LIST ¥'Te 0Ly 0T6T  00°S0T 0sPT Prep
a TS 6¥01 6¥0t  0S'TL8 0002 66°0€ [43Y 61CT €18 LILT 9L°9T 323 §8ST  00°050T 0sTI Leniqayg
z L¥9S 8¥L €L0T EEETIT  STEI 1€°9T £6€ ¥881 £68 [4iiat 8¢'8T 0S¢ €8ST  L979T¢ £€TT Krenuep
Apriea e JIseN
on © ¢ €D @D (an (oD © ® [3) © © W © © [63)
00T4dd (dd-d§) (d§) Wodxd  (dd)  00Txdd/ (dd-dS) (d§) Wpewrind (3D  00T«dd/ (dd-d§) (dS) Jo[esojoym  (dd) oW
fdd-ds] (wbys) (bysw)  wd  paseqaind (dd-ds] by (b)) (pb)  paseyomnd  (dd-ds] (bysd) (bysy) wed (ib)  paseyoand
dn-ypewr  dn-sepy soudoes  (pb)  yoiymie dn-spewr  dn- spepy 2oud ofes  ppos £b orym dn-yrew dn soud  pros b yorym
BeuR0I9g aBenAy  plos &b (pbysy) a8euvong aBenAy  aFerdAy e (b/sy) a8ejuooreg - e des  dFeroay e (bysy)
ageway  2oud oud IBenAy Joud
agemAy ageroay ageranay
s[rejap ape1) Hodxg S[1eIop pe) [1B39Y S[1eJOP IpeJ) [BSAOYAL

336

P1-€10T :NOINO 40 STIVIHA AVYL LYOIXH ANV TIVLIEY ‘HTVSHTOHM TIVIHAO ANV HSIM-ALATIVA '+ HTdV.L



DIVERGENCE OF PRICES AND HORIZONTAL AND VERTICAL INTEGRATION 337

The average purchase price for Nasik Lal variety of onion for an exporter was
estimated at Rs.1991/qtl, whereas average sale price for the same stood at Rs.3097.
Thus, the average percentage mark-up for an exporter of Nasik Lal variety of onion
was worked out at 55.54 per cent, which varied significantly across months. The
average purchase and sale prices of Panchganga variety of onion for an exporter were
the highest in the month of October and lowest in January. The average purchase
price for Panchganga variety of onion for an exporter was estimated at Rs.1933/qtl,
whereas average sale price for the same stood at Rs.3072/qtl. Therefore, the average
percentage mark-up for an exporter of Panchganga variety of onion was estimated at
58.88 per cent. The average purchase price for Fursungi variety of onion for an
exporter was estimated at Rs.1980/qtl, whereas average sale price for the same stood
at Rs.2951/qtl. The average percentage mark-up for an exporter of Fursungi variety
of onion was, therefore, estimated at 49.06 per cent, which varied significantly across
months.

The foregoing observations clearly underscore the fact that the average
percentage mark-up increased steadily from wholesaler to retailer and from retailer to
exporter for various varieties of onion. The exporter’s average percentage mark-up
was nearly two folds as against wholesaler’s and retailer’s average percentage mark-
up, especially for Nasik Lal and Panchganga varieties of onion. Thus, price
divergence was at much higher ebb at the export level as against wholesale and retail
level. The cumulative effect of price divergence at wholesale, retail and export level
obviously translates into lower share of producer in retail price in domestic market
and in theexport price in export channel.

Horizontal and Vertical Integration of Supply Chain

The onion farmers diverted their produce in the domestic market through
regulated market (to the wholesaler) and in the export market through wholesaler and
exporters. Therefore, two marketing channels for onion were prevalent in the study
area.

Channel I: Farmer — Wholesaler — Retailer — Consumer

Channel 11: Farmer — Wholesaler — Exporter

The price spread of onion in domestic market encompassing marketing cost and
margins of various intermediaries for Nasik Lal and Panchganga varieties of kharif
onion and Fursungi and Nasik Lal varieties of rabi onion is brought out in Table 5. In
case of onion, there is significant expense borne by the farmer on account of losses,
particularly in kharif season, apart from bearing other expenses relating to
transportation, storage, etc.

The sale prices of onion for farmers were worked out at Rs.1206/qtl for kharif
Nasik Lal variety, Rs.1167/qtl for kharifPanchganga variety, Rs.1207/qtl for
rabiFursungi variety and Rs.1347/qtl for rabi Nasik Lal variety. The farmer’s share
in retail price/consumer’s purchase price of onion was estimated at 49.65 per cent for
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TABLE 5. PRICE SPREAD FOR ONION IN DOMESTIC MARKET: 2013-14

Kharif onion Rabi onion
Nasik Lal Panchganga Fursungi Nasik Lal
Per cent Per cent Per cent Per cent
share in share in share in share in
consumer’s consumer’s consumer’s consumer’s
Sr. No. Particulars Rs./qtl rupee Rs./qtl rupee Rs./qtl rupee Rs./qtl rupee
@ 2 ®) 4) (5) (6) () (8) ) (10)
(A) Net price 955.00 49.65 907.00 49.33  1034.00 52.16 1058.00 50.50
received by the
farmer
Expenses borne  123.00 6.40 130.00 7.07 146.73 7.40 140.24 6.69
by the farmer
Expenses 128.25 6.67 129.67 7.05 26.41 1.33 148.63 7.09

towards losses
borne by farmer

(B) Wholesaler’s 1206.25 62.72 1166.67 63.45 1207.14 60.89 1346.87 64.29
purchase price/
Farmer’s sale
price
Expenses borne 60.72 3.16 60.72 3.30 60.72 3.06 60.72 2.90
by the
wholesaler
Wholesaler’s net  253.48 13.18 212.61 11.56 300.11 15.14 215.13 10.27
margin

©) Retailer’s 1520.45 79.06 1440.00 78.31  1567.97 79.09 1622.72 77.46
purchase price/
Wholesaler’s
sale price
Expenses borne 36.00 1.87 36.00 1.96 36.00 1.82 36.00 1.72
by the retailer
Retailer’s net 366.83 19.07 362.80 19.73 37855  19.09 436.19 20.82
margin

(D) Consumer’s 192328 100.00 1838.80 100.00 198252 100.00 209491  100.00
purchase price/
Retailer’s sale
price

kharif Nasik Lal variety, 49.33 per cent for kharif Panchganga variety, 52.16 per cent
for rabiFursungi variety and 50.50 per cent for rabi Nasik Lal variety, showing not
much variation in producer’s share in consumer rupee for various varieties of onion
grown during kharif and rabi season.

It is to be noted that kharif onion generally shows relatively larger loss of
quantity during various handling, transportation, storage operations as against rabi
onion, which is of much better quality with higher shelf life. The higher loss for rabi
Nasik Lal variety is mainly due to the fact that it is actually late kharif onion, though
treated as rabi onion.

The net margin of wholesaler of onion in consumer’s price turned out to be 13.18
per cent for kharif Nasik Lal variety, 11.56 per cent for kharifPanchganga variety,
15.14 per cent for rabiFursungi variety and 10.27 per cent for rabi Nasik Lal variety.
On the other hand, the net margins of retailer of onion in consumer’s price were
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worked out at 19.07 per cent for kharif Nasik Lal variety, 19.73 per cent for kharif
Panchganga variety, 19.09 per cent for rabi Fursungi variety and 20.82 per cent for
rabi Nasik Lal variety. Thus, the retailer’s margin was much higher as against
wholesaler’s margin for various varieties of onion.

The intermediaries involved in the marketing of produce in domestic and export
market differ. While presence of retailers is seen in domestic market, the exporters
predominantly appear in export channel. The exporters of onion generally buy their
produce from the wholesalers. The price spread of onion in export channel
encompassing marketing cost and margins of wholesalers and exporters, and
expenses borne by the farmer for Nasik Lal and Panchganga varieties of kharif onion
and Fursungi and Nasik Lal varieties of rabi onion is brought out in Table 6.

TABLE 6. PRICE SPREAD FOR ONION IN EXPORT MARKET: 2013-14

(per cent)
Sr. No. Kharif onion Rabi onion
Nasik Lal Panchganga Nasik Lal Panchganga
Per cent Per cent Per cent Per cent
share in share in share in share in
consumer’s consumer’s consumer’s consumer’s
Particulars Rs./qtl rupee Rs./qtl rupee Rs./qtl rupee Rs./qtl rupee
(€] (2 3 4 (5) (6) )] (8 (O] (10)
(A) Net price 955.00 30.86 907.00 29.53  1034.00 35.03 1058.00 34.11
received by the
farmer
Expenses borne  123.00 3.97 130.00 4.23 146.73 4.97 140.24 452
by the farmer
Expenses 128.25 4.14 129.67 4.22 26.41 0.89 148.63 4.79

towards losses
borne by farmer

(B) Wholesaler’s 1206.25 38.97  1166.67 3798 120714  40.90 1346.87 43.42
purchase price/
Farmer’s sale
price
Expenses borne 60.72 1.96 60.72 1.98 60.72 2.06 60.72 1.96
by the
wholesaler
Wholesaler’s net  728.74 23.55 705.94 22.98 712.14 24.13 569.49 18.36
margin

© Exporter’s 1995.71 64.48 193333 6294 1980.00 67.09 1977.08 63.74
purchase price/
Wholesaler’s
sale price
Expenses borne  580.50 18.76 580.50 18.90 580.50 19.67 580.50 18.71
by the exporter
Exporter’s net 518.88 16.76 557.84 18.16 39090 13.24 544.27 17.55
margin

(D) Export price 3095.09 100.00 3071.67 100.00 2951.40 100.00 3101.85  100.00

It could be readily discerned from Table 6 that the net sale price received by the
farmer in the export trade did not differ for various varieties of onion in the domestic
and export markets. However, the farmer’s share in export price reduced for all the
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varieties of onion due to higher export price as against retail price of onion in
domestic market.

The farmer’s share in export price of onion was estimated at 30.86 per cent for
kharif Nasik Lal variety, 29.53 per cent for kharif Panchganga variety, 35.03 per cent
for rabiFursungi variety and 34.11 per cent for rabi Nasik Lal variety, showing
higher share of farmer in export price for rabi as against kharif onion. It is to be noted
that the wholesaler’s sale price of onion for retailer in domestic market and exporter
in export market differed significantly and turned out to be higher in export market
due to better quality of produce diverted to exporter as against retailer. Generally,
retailer buys lower quality of produce from wholesaler, which fetches lower price in
the domestic market. On the other hand, the exporter buys the best quality of produce
from wholesaler in order to meet international standards.

The shares of net margin of wholesaler in export price of onion were estimated at
23.55 per cent for kharif Nasik Lal variety, 22.98 per cent for kharif Panchganga
variety, 24.13 per cent for rabi Fursungi variety and 18.36 per cent for rabi Nasik Lal
variety. The shares of net margins of exporter in export price of onion were worked
out at 16.76 per cent for kharif Nasik Lal variety, 18.16 per cent for kharif
Panchganga variety, 13.24 per cent for rabi Fursungi variety and 17.55 per cent for
rabi Nasik Lal variety. Thus, in the export trade of onion, the shares of net margins of
wholesalers were even higher than exporters.

Thus, the producer’s share in consumer’s rupee varied from 49 per cent to 52 per
cent in the domestic market for various varieties of onion, and this share in the export
channel for the same varied from 30 per cent to 35 per cent. The lower share of
farmer in export price as against retail price in domestic market was due to higher
export price. The higher export price in export channel for onion was in turn due to
better quality of produce diverted in the export channel, which fetched better prices.

\Y

CONCLUSION AND RECOMMENDATIONS

The study showed highly profitable nature of onion crop cultivation since
cultivation of onion generated 76.67 per cent per quintal net returns over per quintal
variable cost for kharif season and 64.48 per cent per quintal net returns over per
quintal variable cost for rabi season. The study also showed that the producer’s share
in consumer’s rupee for onion varied from 49 per cent to 52 per cent in the domestic
market for various varieties, and this share in export channel varied from 30 per cent
to 35 per cent. Further, the study revealed that onion prices remained at lower ebb
during harvesting/peak period and high during lean period. One of the major factors
responsible for lower share of producer in retail and export prices of onion was the
higher cumulative marketing margins cornered by various market functionaries
within the channel. The situation is unlikely to be altered unless various regulative
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measures are brought in place to check practices of these functionaries involved in
the marketing of high value crops.

Introduction of appropriate market regulatory framework to check the practices of
various market functionaries involved in the marketing of high value crops will lead
to reduced marketing margins for them, resulting in higher share of producer in retail
and export price. In fact, most of the farmers preferred to dispose of their produce
immediately after harvest, which resulted in low prices on offer. The study
emphasised upon the need to develop adequate post-harvest infrastructural facilities
for high value crops in order to protect farmers from undue low prices for their
produce. Public and private sector investment initiatives towards creation of adequate
post-harvest infrastructural facilities will certainly boost horticultural crop production
and marketing, both in the domestic and export markets. One of the major
recommendations of this study is in favour of announcement of minimum support
price (MSP) for rabi onion, which has longer shelf life. The government support for
rabi onion will not only protect the farmers but also the consumers.
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