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P ,  L - 
 his s t u d y  tocuses on (a) the nature  or p r  ce torrat ion in 

't 

a g r i c u l t u r a l  markets in P i t k i s t g ,  [b) structure of markets and 

c o n d u c t  of traders,  and (c) 'perforlance of markets, Ra jor 

imperfect ians in t h e  e x i s t i n g  s y s t e n  are p o i n t e d  out and policy 

to removd t h e m  are  suggested.  

U s i n g  a o n t h l r  data  on u h u l c s a l e  and retail prices of wheat ,  
- 

r i c e  f B a s s ~ a t i t  -am3 g r a ~  ffot 3anemy 1955 to -Jane 1939, five A 

m j o r  h y p o t h e s e s  are tested.  

The e x i s t i n g  a g r i c a l  t u r a l  marke t ing  structure i n  P a k i s t a n  is 
--- 
- - - - - - - - -- -- 

not o l i g o p o l i s t i c  a s  i s  of  t e n  suggested ; 

T h e r e  exists a h i g h  degree- of i n t e g r a t i o n  between price 

structuresp'6f tiifferect r e g i o n s  a n d  b e t  ween harvest and  
-C 

p o s t - h a r v e s t  prices ,  which is a c h a r a c t e r i s t i c  of a 

perfectly c c s p e t i t i v e  marke t ing  system; 

T L  markaLmgks earned*--diff emn- t  t a g _ e s o f  

bh*c marketing are consistent v i t h  t h e i r  costs; 

F l u c t n a  t i o n s  i n  off-season p r i c e s ,  which are a n a f o r  source 

of risk i n  s tor-age  a c t i v i t y ,  have decreased over time, 

probably due t o  i a p r o v e d  perf ornance of a g r i c u l t u r a l  

markets; 

5 - P e  Green R e w o l u t i o n  of t h e  l a t e  s i x t i e s ,  when the y i e l d  

l e r e l s  of w h e a t  and rice i n c r e a s e d  s i g n i f i c a n t l y ,  has 

a l l o u e d  farmers to g e t  r e l a t i v e l y  better p r i c e s  for their 

p r o d u c e  than  before, 
3 .  



techniques l i k e  regression, correlation, calculation of T h e i 1 8 s  

inequality Coefficient a n d  C o e f f i c i e n t s  of Variation, 

The r e s u l t s  generally support the hypotheses stated above, 
4 

Hoverer, they are  not c o x h i v e  on aarket  i n t e g r a t i o n ,  when 

b a s &  on rice (Bas ta t&)  prices, S i ~ i l a  r l f ,  s i g n i f i c a n t  increases 
- - - 

in prices receive& by farcers a r e  obseired only in the case 6f 
- uuu " -  --- 

- 

wheat  dar ing  t h e  Sreea S t e v o l u t i o n  period; 

The s t u d y  concludes t h a t  the p r e v a i l i n g  v i e w  of 

o l i g o p o - t i s t i c  is not necessarily true, Exodus of the t r a d i t i o n a l  

t r a 3 i n g  class i n  1947 and i ts  replacement w i t h  t r a d e r s  from 
L 

I 
d i v  erse sacio.-econoeic b a c k g r o u n d s ,  c o u p l e d  v i t h  governncnt i 

I 
7 
4 

e f f o r t s  in t h e  a r e a s  of t r a n s p o r t a t i o n ,  coarrrunications, credit . + P 

f a v o u r a b l e  changes i n  t h e  nature of a g r i c u l t u r a l  carket s  i n  4 9 
Pak i s t a  n. 
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Introduction ,'f 

A close r e l a t i o n  u s u a l l y  exists between the l e v e l  of 

economic  d e v e l o p a e r t  and t h e  structure, c o n d u c t ,  and performance  
6 - 

o f  .agricultural markets. 1 I n  a marketing s y s t e e  'is 
: - 

supposed to  f u n d i o n  a s  a p r i c e  s i g n a l l i n g  i l e v i c e  f o r  consumers - - 2 

and producers t o  facilitate ef f i c i e o t  a l l o c a t i o n  of resources. 

I n  ~ a k i s t a n ,  a s  i n  r a n y  o t h e r  d e v e l o p i n g  countries, o n e  of t b e  
1 

-- - 
- 

- p o F 3 i X r  v5.evs  ZS t t i a t tmarke tS  foragricultural coamodif - ies  d o  j 

not perform these fnnctions e f f i c i e n t l y ,  and t h a t  there a r e  

g r e a t  d i f f e r e n c e s  b e t v e e n  t h e  prices pa id  b y  consumers and 

r e c e i v e d  by far~ers. [74. 81, 841 Soee of the o t h e r  najor 

p r o b l e n s   fro^ which t h e  e x i s t i n g  m a r k e t i n g  system is  b e l i e v e d  to 
I 

suffer are:  - > 
- - - - t -  

- - - - -- - -- - -- 

1. i n e f f i c i e n c i e s  c a u s e d  by the m o n o p o l i s t i &  power o f  a f e u  

t r a d e r s ;  I 

2. e x i s t e n c e  of a l ong  c h a i r .  of i n t e r m e d i a r i e s  resulting i n  

h i g h  p e r  unit market ing  costs; . 
I 

3. unnecessary p e a r - t e y e a r  f l u c t u a t i o n s  i n  prices. harnful to - 
t h e  l ong-run  e c o n o m i c  d e r e l o p n e n t  and political s t a b i l i t y  of 

the c o u n t r y ;  

+ct, 5-puxt-e-pky-ecal capacity to h a n d l e  the rapid g r o s t h  of 

see for e x a d p l e  f io l ton [ 3 ?  ), Jones 1 3 9 ) .  Rehren [ 501, Mellor 
t 51, 5 2  1, a n d  Yneller f 5 4 3 .  



* 
a g r i c u l t u r a l  s u r p l u s  a s  was experienced in the lab siraies -- - - -  

in t h e  - p r o v i n c e s  of Punfab - and Sind, r 3, ,48, -81 ] 

Such criticisms of t h e  e x i s t i n g  marketing s y s t e m  i n  
S 

P a k i s t a n  h a v e  l e d  t o  a n n n b e r  of k u g g e s t i o n s  for * a l t e r g a t i v e  

a r r a n g e m e n t s ,  2 S o n e  of these r e c o m m e n d a t i o n s ,  i f  i ~ p l e ~ e n t e d ,  

could rad i c a l l y  jlter the o r g z n i s a t i o n  of t h e  p r e s e n t  system a n d  

iapose l a r g e  d e n a n d s  on the c o u n t r y 8 s  f i n a n c i a l  a n d  

a b e i n i s t r a  t i  v e  resources, 

. The c e n t r a l  t h e ~ e  of t h i s  s t u d y  is t h a t  t o  f o r n u l  a t e  a n  

effective p o l i c y  o n  a G r i c u l t u r a 1  ~ a r k e t s  w e  n e e d  t o  i n v e s t i g a t e  

is e s s e n t i a l  t h a t  we first h a v e  a p r o p e r  k n o v l e d g e  of t h e  

o x i s t i n g  a a r k e t i n g  s y s t e z ,  i . e ,  its l e v e l  of p e r f o r x a n c e  a n d  t h e  
0- 

n a t u r e  of i ts f i z ? e r f e c t i o n s .  

T h e  e x i s t i n g  l i t e r a t u r e  o n  2 g r i e u l t u r a l  ~ a r k e t s  i n  Pakistan 

is a n  i n a d e q u a t e  q u i d e  t o  p o 5 l i c  p o l i c y .  [ 12, 20, 43, 7 8 ,  7 9 ,  

801 For one thing, fev studies h a v e  been  c ~ n d u c t e d  s i n c e  

Pakistan became a n  i n d e p e n d e n t  state i n  1947, T h e s e  s t u d i e s  a r e  

l i m i t e d  i n  their scope a n d  a n a l y s i s ,  !lost of t h e m  deal w i t h  only 

t h e  d e s c r i p t i o n  af sore a s p e c t s  of t h e  i n s t i t u t i o n a l  

---:---- - -------a - -- 
-- - 

2 ' ~ s t a k l i s h m e n t  of the P a k i s t a n  Agricultural S t o r a g e  a n d  
Sappl i e s  Corpnratinn (PEEitX+ is  L L  t a ~ l +  A L  V L  n G 

r e c o n s r e n d a t i o n s  f o r  alternative a r r a n g e m e n t s ,  This organization 
v a s  established b y  t h e  g o v e r n c e n t  t o  r e p l a c e  p r i v a t e  t r a d e r s  i n  
t h e  a g r i c u l t u r a l  n a r k e t s  of P a k i s t a n ,  158 j 



d e v e l o p m e n t  p r o c e s s  map h a v e  been in•’ l u e n c e d  by them, 

A r e p o r t  on  t h e  efficiency of m a r k e t s  i n  S i n d  f i n a n c e d  by 
C 9 

U,S, A I D  e s t i m a t e d  g r o s s  margins o n l y  by  t a k i n g  t h e  

d i f f e r e n c e  b e t w e e n  p r i c e s  p a i d  b y  c o n s u m e r s  a n d  t h e  prices p a i d  

t o  f a r m e r s  b y  the p r i ~ a r y  t r a d e r s  [74 1, Such e s t i m a t e s  t e l l s  

~ o t h i n g  a b o u t  n e t  ~ a r g i ~ s .  S e c o n d l y ,  it does n o t  s h e d  a n y  l i g h t  - 

on factors which x i g h t  b e  r e s p o n s i b l e  f o r  t h e  a p p a r e c t l y  h i g h  

g r o s s  t a r g i n s .  Is t h e  village t r a d e r  o r  t o v n  m a r k e t  t r a d e r  
- - - - - - - - - 

responsible f o r  "excessiven aargins? T h i s  and manir  o t h e r  r e l a t e d  

q u e s t i o n s  h a v e  n o t  b e e n  a n s w e r e d  by t h e s e  r e p o r t s -  

A n o t h e r  study for t h e  P u n j a b  p r o v i n c e  t r i e d  t o  r e a c h  a t  

c e r t 3 i n  similar c o n c l u s i o n s ,  which a r e  not s u p p o r t e d  even by its 

own f i n d i n g s  [ 81 1- For e x a z p l e ,  t h e  a u t h o r s  n a i n t a i n  t h a t  t h e r e  -1 
A - 

a r e  g e n e r a l l y  f o u r  categories of i n t e r m e d i a r i e s  b e t  ween the - - 

-- - -- - - - - - -- - 

A 

grower a n d  t h e  corsurner- They are (1) v i l l a g e  d e a l e r s  
* ., 

( b e o p a r i e s )  . (2 )  c d m n i s s i o n  agents, (3) u h o l e s a l e r s / m i ~ l e r s ,  a n d  

(4)  r e t a i l e r s ,  e a c h  o f  v h i c h  is s u p p o s e d l y  making  u n d u e  profits 

and i s  r e s p o n s i b l e  f o r  ~ a n i ~ u l a t i n q  prices [8 1, p- 9 1, Again  

t h e y  *sap o u r  s u r v e y  h a s  brought o u t  the d i s c o n c e r t i n g  f a c t  

that t h e  g r o w e r  g e t s  h a l f  o r  e v e n  less t h a n  h a l f  of t h e  p r i c e  

w h i c h  the u l t i ~ q t e  c o n s u a a r  has t o  pay,  T h i s  large d i f f e r e n c e  

goes ta t h e  Icing c5alB -df midlemen >ho orten resort to 
7 

s s k k i e a f  p~&@ drkck m t i r e & E e c t  of r o b b i n g  t h e  g r o w e r  

of h i s  l eg i t imate  share a n d  a l s o  c r e a t i n q  c o n d i t i o n s  v h i c h  

i 



a v e r y  s p e c i f i c  n a t u r e  of these markets, T h e s e  s t a t e m e n t s  t r y  to 

create the i m p r e s s i o n  t h a t  t r a d e r s  h a v e  the a b i l i t y  t o  se t  o r  

. m a n i p u l a t e  p r i c e s  i n  o r d e r  t o  make " e x c e s s i v e  p r o f i t s o n  A s  it is 

well known i n  e c o n o n i c  theory ,  t h i s  is p o s s i b l e  o n l y  if t h e  

traders h a v e  s o m e  monopoly p o w e r ,  One f i n d s  n o  e x p l a n a t i o n  of 

such power i c  t h e  c i t e d  r e p o r t .  Similarly, t h e  study u s e s  a 

term, ' u n d u e  profits r a t e * ,  w h i c h  has no  m e a n i n g  u n l e s s  w e  knov 

w h a t  is a ' d u e  p r o f i t  rate', 
- - - - - - - 

I t  a p p e a r s  t 6 a t  t h e s e  s t u d i e s  a r e  p a r t  of t h e  r h e t o r i c  

which  considers t h e  existing m a r k e t i n g  s y s t e m  i n h e r e n t l y  b a d  a n d  

e x p l o i t a t i v e ,  % a r k e t  t r a d e r s  a r e  u s u a l l y  b l a m e d  fo r  p o o r  m a r k e t  

p e r f o r m a n c e ,  , F o r  i n s t a n c e ,  the P u n  j a b  A g r i c u l t u r a l  P r o d u c t  Act 

1939 s t a t e s  t h a t  " t h e  o t j e c t i v e  of t h i s  act i s  t o  c j i v e  

p r o t e c t i o n  t o  t h e  growers f r o m  u n s c r u ~ g g s _ s  b u s i n e s s m e n  a n d  t o  
---  - - - -  - 

a f f o r d  f a c i l i t i e s  t o  them so t h a t  t h e y  s a y  obtain a f a i r  p r i c e  

f o r  their p r o d ~ c t s - ~ J  Hdwever i t  v i l l  be a r g u e d  i n  the n e x t  

c h a p t e r  t h a t  t h e  p r e s e n t  s i t u a t i o n  i n  Pakistani is q u i t e  

different b e c a u s e  (a) a l m o s t  a l l  m e m b e r s  o f  t h e  t r a d i t i o n a l  
ir 

t r a d i n g  c lass  which a l l e g e d l y  u s e d  o l i g o p s o n i s t i c  p r a c t i c e s  
d 

n o s e d  t o  I n d i a  a f t e r  1947 and (b) t r a o s p o r t a t i o n  a<d c r e d i t  
p" 

f a c i l i t i e s  h a v e  expanded  i m p r e s s i v e l y , ,  



f oond t h a t  t h e y  were highly c o m p e t i t i v e ,  [ 7 S j  Fie a l s o  p o i n t e d  

o u t  that m i g r a t i o n  of the t r a d i t i o n a l  t r a d i n g  class frola t h e  

village has c o n t r i b u t e d  s i g n i f i c a n t l y  t o  t h e  i ~ p r o v e d  

p e r f o r m a n c e  of v i l l a g e  a a r k e t s .  However, Q u r e s h i q s  u o r k ,  a n d  

others s i m i l a r  t o  h i s ,  i s  n o t  w i t h o u t  s e r i o u s  shortcominys ,  

first, Q u r e s h i  u s e s  one-  y e a r  c r o s s - s e c t i o n a l  d a t a  w h i c h  a r e  

c e r t a i n l y  n o t  s u f f i c i e n t  t o  g e t  a f u l l  v i e w  of t h e  m a r k e t  - 
p e r f o r m a n c e ,  S e c o n d l y ,  h e  limits C i s  s t u d y  t o  v i l l a g e  r c a r k e t s ,  

- - - - - - - - - - - - - - - - - 

u b i c h  a r e  o n l y  o n e - o f  nany m a r k e t s  i n  ~ a k i s t a n -  T h e r e  a r e  t o w n  
i 

a n d  c i t y  markets, w h i c h  influence t h e  f u n c t i o n i n g  of l o w e r - l e v e l  

a a r k e t s  a n d  must  therefore b e  s t u d i e d  t o  get a coffiplete p i c t u r e  

of the o a r k e t i n g  s;lstco,s S i m i l a r l y ,  h e  p r o v i d e s  no i n f o r a a t i o n  

on t h e  s i z e - d i s t r i b u t i o n  of t r a d e r s  or t h e i r  conduct i n  a r r i v i n g  

at a price a n d  d e a l i n g  v i t h  t h e i r  c o ~ p e t i t o r s ,  A 1 1  of t h e s e  a r e  
-- - - -- -- - - -- 

- 

i n p ~ r t a n t  f a c t o r s  v h i c h  d s t e r m i n e  t h e  l e v e l  o f  ~ p e r f o r f f i a n c e  of 

a n y  a a r k e t .  

I n  v i e w  of the d e f i c i e n c i e s  i n  t h e  e x i s t i n g  l i t e r a t u r e  o n  

a g r i c u l t u r a l  markets in P a k i s t a a ,  ve b e l i e v e  t h a t  f u r t h e r  

i n v e s t i g a t i o n  of t h i s  subject is i n  o r d e r -  

------------------ 
See,  J a w i d  [ 351 and Qureshi 175 1, i 

5 See C h a p t e r  11 below for c l a s s i f i c a t i o n  of d i f f e r e n t  m a r k e t s ,  1 



- 

- T h e  . p u r p o s e  of this s t u d y  i s  t o  c o n d u c t  a detailed 

i n v e s t i g a t i o n  of t h e  e x i s t i n g  m a r k e t i n g  system for major 

(non- p e r i s h a b l e )  a g r i c u l t u r a l  goods i n  Pakistan. The c o m m o d i t i e s  

are :  wheat ,  rice [ & a s a t & )  a n d  g r a b  w h i c h  accoint for a b o u t  6 0  

p e r c e n t  of  t h e  v a l u e  of r i c u l t u r a l  crops.6 An a t t e m p t  is 

also ma3e to e v a l u a t e  of these markets  a s  

r e v e a l e d  by their p r i c i n g  b e h a v i o u r ,  Some p u l i c y  ' measures to 

improve t h e i r  ?erf ormance a r e  then e x p l o r e d ,  

Pesearcb on t h e  organ~sation of agrkcuf- t t r ra l  7 a a r k e t s  g a i n e d  
\ 

prorinence  i n  t h e  1 9 3 0 s  w i t h  studies i n v e s t i g a t i n g  t h e  nat l ;re  of 

c o m p e t i t i o n ,  Attempts t o  improve the q u a l i t y  of. a g r i c u l t u r a l  2- 

m a r k e t i n g  i n v e s t i g a t i o n s  l e d  to  empir ica l  o b s e r v a t i o n s  a b o 6 t  t h e  I 
agr i c u l t n r a l  industry.? The r e s u l t i n g  a n a l y t i c a l  framework I 
became known a s  = n a r ~ e t  s t r u c t u r e  research", J-S. Baik l a t e r  I 
p r o v i d e d  researchers w i t h  a n  a n a l y t i c a l  framework which has b e e n  I 
ter  aed "raarket research analysisn, f 61 3ore r e c e n t l y ,  H-T, 
----A ----------- -- 
- -  - - - -- -- - 

- 

I n  7979-80 t h e  share of these t h r e e  coamodities i n  the v a l u e  
of a a j o r  a g r i c u l ~ r a l  crops W a c  6 4 4  
Table I .  I of this s t u d y -  
7 See B.G. Bressler (Jr,) [ 11, p, 1 ] R - L ,  C l o d i o u s  and C-F, 
Yueller [ 14, p, 5153. 



- 

Prikharii  has 3 d e ~ 1  t i f X e d  f o G  G i e ~ n t ~ c e s s a r y  t o  f o r n u l a  te 
a 

B fra--fi fu r  t h e  a ~ a l y s i s  of a g r i c u l t u r a l  sarket ing  

systems i n  developing c o u n t r i e s ,  1 7 2 1  The first of these is 

l r a r k e t  structure analysis, It  p r o v i d e s  a model v h i c h  nay be used 

4 to assess the performance of a n  agricultural marketing system. 

T h e  k e y  e l e m e n t s  of this model a r e  t h o s e  of market s t r u c t u r e ,  

conduct and perfarnance ,  

- *fiarke t structure refers 'to those characteristics of 
e 

o r g a n i s a t i o n  of a market w h i c h  i n f l u e n c e  s t r a t e g i c a l l y  the 

n a t u r e  o f  c o m p e t i t i o n  and ~ r i c i n g  w i t h i n  the marketn ,  [ 6 ,  p, 7 1  
- -- 

- 

- -- 
- 

-- -- - - -- - - - _ _  -- 

?be characteristics most emphasis& a r e  the d e g r e e  of b u y e r  and 

seller c o n c e n t r a t i o n ,  t h e  degree of product d i f f e r e n t i a t i o n  a n d  

t h e  conditions of entry a n d  exit, Market conduct refers' to "the 

pattern of behaviour w h i c h  f i r a s  f o l l o v  in a d a p t i n g  or a d j u s t i n g  

to the ~ a r k e t s  i n  w h i c h  t h e y  bGg or selln [6, p. 101. I a p o r t a n t  
--, 

d i a e n s i o n s  of c o n d u c t  i n c l u d e  mektrob- sa-&~y&- By-Ekras in 

3 e t e r m i n g  t h e  p r i c e  of a n  output a n d  sales p r o s o t i o n  p o l i c y ,  

i n c l u d i n g  t h e  presence or absence of coercive tact ics  directed 

against either e s t a b l i s h e d  r i v a  1s or p o t e n t i a l  e n t r a n t s ,  "Rarket t 

performance refers to  the e c o n o m i c  r e s u l t s  that  flow 'from t h e  

industry an3 how well it performs i n  terms of  e f f i c i e n c y  and 

progressiveness, given its t e c h n i c a l  e n v i r o n m e n t g *  [ 6, pa 121, 

The s e c o n d  e l e a e n t  p e r t a i n s  t o  micro-economic t h e o r i e s  
-- @I KT-= rt 

to agricufttrral sarket ing ,  T h e s e  are related t o  

cmsmer demand, p r o d p c t i o n  a n d  resource use, and p r i c i n g  

b e h a v i o u r  of the firm- The economics of a g r i c u l t u r a l  marketing 



p r o d u c t s ,  t h e  price s y s t e m  that r e f l e c t e  t h i c c k  to  

d i s t r i b u t o r s ,  and p r o d u c e r s ,  a n d  the n e t h o d s  or practic% u s e d  

i n  exchanging t i t l e s  and g e t t i n g  t h e  physical frdm 

c u l t i v a t o r s  t o  c o n s u m e r s  i n  the f o r m  a n d  a t  the time and p l a c e  

d e s i r e d ,  

T h e  t h i r d  element c o n c e r n s  t h e  tteory of effective 
- 

c o g p e t i t i o n ,  which is a r e s u l t  of m o d i f i c a t i o n  of t h e  t h e o r y  of - 
- 

t h e  firm, r e p r e s e n t i n g  c o n t r i b u t i o n s  o f  R o b i n s o n ,  C h a m b e r l a i n  

and Schumpeter as found i n  Bateman [ 73, fel lner [223, Kohls 

c o m p e t i t i v e  market model  may be tlsed as a  s t a n d a r d  t o  e v a l u a t e  
Irp b 

~ a r k e t  p e r f o r m a n c e  as m o d i f i e d ,  T h e  c o n c e p t  of a perfect m a r k e t  , 
. i 

implies t h a t  a l l  b u y e r s  a n d  sellers h a v e  p e r f e c t  k n o u l e d g e  o f  I . f 
demand, s u p p l y  a n d  prices, a n d  a c t  r a t i o n a l l y  u p a s  this 

selling is c a r r i e d  o u t  ~t a p a r t i c u l a r  p o i n t  i n  space acd a t  a 
\ 

\ single instant o f  t i n e  a u n i f o r m  price w i l l  preyail* To b e  m o r e  

realistic, h o v e v e r ,  o n e  must e x p a n d  t h i s  c o n c e p t  t o  c o n s i d e r  t h e  

f a c t  t h a t  m a r k e t i n g  i s  carried o u t  o v e r  a g e o g r a p h i c a l  area a n d  

over a p e r i o d  of t i ~ e ,  The e x p a n s i o n  of t h e  concept of a market 

t o  i n c l u d e  s p a c e  r e q u i r e s  an  .analysis of t r a n s p o r t a t i o n  a n d  

handling c o s t s  b e t w e e n  buyers  a n d  sellers a t  d i f f e r e n t  

- -- . n c l a d e d  h j c m i d e r r n g  s t o r a g e  c o s t s  of 
I 

Y 
LU LI 



* 
__- -- - - - - -- 

- 

- The f o u r t 5 - e l e m e n t  concerns w i t h  the general  t h e o r y  of 
I 

$ 4  

relevace to a g r i c u l t u r a l  marketing, An 

effective a g r i c u 1 t u r a l  m a r k e t i n g  system facilitates optimum 

a l l o c a t i o n  of r e s o u r c e s  i n  a g r i c u l t u r a l  p r o d u c t i o n  and prov ides  

a d i r e c t  c o n t r i b u t i o n  to total product as it  increases place, 

time a n d  form u t i l i t p  of agricultural p r o d u c t s -  Therefore, a e 

p r o g r e s s i v e  and t e c h n o l o g i c a l l y  adaptive tlrarketing system can  

promote  econoaic gromth. This a b i l i t y  to aodernise  and erpancl is uL 

I 

a c g u i r e d  a s  fa v o u r a b l e  c h a o j e s  take place i n  t e c h n o l o g y ,  

economic and social i n s t i t u t i o n s :  and structures =I•’ p r o d u c t i o n  
_ - - -  - ---- --- -- - - - - -- -- - - - 

- 

-- - -- - - 

and denanh, 

P r i t c h a r d ' s  f rameuork, however ,  has t e e n  c r i t i c i s e d  o n  t h e  

g r o u n d s  that. i t  enphasizes the s t r u c t u r e ,  conduct, and 
f 

performance of markets and i g n o r e s  t h e  specific r e q u i r e m e n t s  of ?t 

t h e  development Frocesses i n  these c o u n t r i e s . 6  A g r i c u l t u r a l  i 
f 
I markets s h o u l d  n q t  h e  s t u d i e d  in i s ~ f i a a l r ~ - & - e - r r s - ~ ~ 8 f - - - -  * 
i 

the economy. I n t e r a c t i o n s  aaong  the s e c t o r s  s h o u l d  b e  a matter f 
i' 

of primary concern for  economic d e v e l o p s e n t ,  This w a s  t h a t  we F 9 
3 

~ n s t  design criteria to judge t h e  per formance  of agricultural 
d 

marke t s  i-n c r e a t i n g ,  b o t h  within t h e i r  structure and among those i 

sectors w h i c h  are related t o  t h e m ,  c o a d i  t k o n s  which accelerate 

t h e  p r o c e s s  of d e v e l o p a e n t ,  

S a i t h  [ 86-1 suggests t h a t  r e  should7 e r a l o a t e  the p e r f o r m a n c e  

af ~ a r k e t s  i a  terms of- t h e i r  ability to (a) create and r a p i d l y  

- d i f r u s e  new technologies and iaanagerial innovations r e s u l t i n g  i n  ----------------- 
a See for  example E.D, S m i t h  1861, 8 Solomon [ 8 8 )  and G-R. 
S p i n k  [ 93-1, 

- --- - - - - - - - - - - 
- 



of e x p o r t  p r o d u c t  quality and d e v e l o p  functional e x p o r t  grades 
e 

which c o u l d  be r i g o r o u s l y  e n f o r c e d ;  and (d) min imise  

o p p o r t u n i t i e s  for c o r r u p t i o n  sf government  o f f i c i a l s  s n p e r v i s i n g  

~arketing activities and g r a d e  enforcement, I 

In this study we s i l l  test f i v e  main hypotheses9 i i 

w o l i g o p o l i s t i c R  i n  nature ; 

2 ,  T h a t  there exists a high d e g r e e  of i n t e g r a t i o n  between p r i c e  
t 

structures of d i f f e r e n t  r e g i o n s  and between harvest and i 
post-harvest e e s :  a c h a r a c t e r i s t i c  of a perfectly 

- - - -- - c o ~ p e t i t i v e  - -:tin4 _ - system; -- -- ---- -- - I 
3 ,  T h a t  t h e  margins earned by t r a d e r s  a t  d i f f e r e n t  s t a g e s  of I 

market ing  are consistent with market ing  costs; I 
4, T h a t  f l u c t o a t i o n s  i n  off-season prices, which are t h e  mtajor 

s o u r c e  o f  r i s k  i n  s t o r a g e  a c t i v i t y ,  h a v e  d e c r e a s e d  over time 

due t o  improved p e r f o r a a n c e  of agricultural markets ;  I 
5, That the Green R e v o l u t i o n  i n  the late s ix t ies ,  which --------------- 1 .  
9 Some of the hypotheses stated here have  also been  t e s t e d  for 
other underdeveloped c o u n t r i e s  d u r i n g  t h e  past aecade- I n  the 

-- - -- -%~tan t b l s  is tbe t i r s t  tine it is being done, Is t h e  
f o l l o u i n g  c h a p t e r s  w i l l  shpu we have tried t o  avoid some of the 
C 

- - - .  
+ oaotogy or the earlier work in 
t h i s  field, F o r  a c r i t i c a l  e v a l u a t i o n  of the earlier work  see 
Barbara Harris (29) and Peter T i m m e r  [ 1001- For s i m i l a r  studies 
see Parruk [ 21 1, Hays [ Z 8  J, J o n e s  f Q O ]  aad Lele C48 E 

- - - - -- - 
- - 

- - 



- 

resdlted i n - ~ b - s t a m t i a l i ~ ~ a < e s  in ~ i e l d  l e v e l s  of wheat 

- 
8 enabled taraers .,to r e c e i v e  r e l a t i v e l y  better 

prices for t h e i r  produce, 

The f i r s t  h y p o t h e s i s  is tested by u s i n g  facts  based on 

d i r e c t  observation and s t u d y  of t h e  f u n c t i o n i n g  of markets i n  

P a k i s t a n ,  Est imates  r e f a t i n g  to t h e '  number of traders i n  var ious  

m a r k e t s ,  t h e i r  size d i s t r i b u t i o n ,  and t h e i r  access t o  financial 
- -- 

and i n p u t  m a r k e t s  are exantined, Information on b u s i n e s s  

practices, price f c r m a t i o n  p c o c e s s e s ,  and traders* a t t i t u d e  

t o w a r d s  their r i v a l ?  a l l o u s  u s  to  assess market c o n d u c t ;  
- -  - -  -- 

- - - _- - - - 
-- 

using t h e  perfectly c o n p e t i t i v e  market model a s  a s t w d a r d ,  
d 

R y p o t h e s e s  2 t o  4 are e v a l u a t e d  b y  analysing interregional and I 

i n t e r t e m p o r a l  r e l a t i o n s h i p s  between prices, I n  a o s t  cases, 
f 

r e g r e s s i o n  e s t i ~ a  tes are used. I n  o t h e r  c a s e s ,  Theil's P a r t i a l  4 j 
3; 

I n e q u a l i t y  Coefficients and raarket a a r g i n s  are u s e d  t o  t e s t  4 

evaluate t h e  response of z a r k e t s  a n d  prices t o  t h e  Green 5 
4 

I e R e v o f u t i o n ,  c 
t 

b 

Data collectioc: Problems Prospects - 

Selection a E m a o d i t i e s  and Markets 

---- -- -- -- 

--\ 
T h i s  study focuses on three ~ 3 o r  -sea - p=i&&le 

agr i c u l t u r a l  & m s o d i t i e s ,  w h e a t  (average q a a l i t y )  , rice 



= -2- - - - - - -- 

(BasmatZJ and- gram (broun) -lo The main reasons for selecting 

tbe vafae of major agricultural crops and c o v e r  about  50% of t h e  

cropped area of Pakistan, and (2) t h e  a v a i l a b i l i t y  of c o n s i s t e n t  

price data over a long period-11 These commodi t i e s  a r e  handled 

by a l l  a g r i c u l t u r a l  ~ a r k e t s  i n  Pakistan, However. t h e  

cor. c l u s i o n s  reached  f ror studying t h e s e  cotnteodities stay n o t  

. .P a p p l y  to H b e r  ccrna&it ies, a 1  though they w o u l d  cer ta i -nIy  

i n d i c a t e  the ~ v e r a l l  nature o f  a g r i c u l t u r a l  narkets-  

I - )  - Rouever, the l a r g e s t  s h a r e  of the marketable  s u r p l u s  i s  

produced i n  Punjab  and S i n d ,  I t  B o v e s  through their m a r k e t s  to 

markets ir the deficit azeas of North-vest  Frontier Province 

(HGPP) and B a l u c h i s t a r ,  Y e  have, theref ortS, - s e l e c t e d  a sample of 
C 

T h e s e  m a r k e t s  are F a i s a l a b a d ,  Gu jranwala, Byderabad, Lahore, 

Enltan,  Okara, S a t i u a f ,  Sargodha, S i a l k o t ,  apd Sukkur. Prom NKPP 

we have selected Peshawar, which p r o d u c e s  r e l a t i v e l y  l a r g e  

a a o o n t s  of wheat ,  gram, a n d  rice, and  f o r .  which time-series 

price data were a l s o  a v a i l a b l e ,  B e  have also selected the 
* 

Karachi and R a w a l p i n d i  market s  f r o n  t h o s e  r e g i o n s  which d o  n o t  

have s i g n i f i c a n t  a g r i c ~ l t o r a l  p r o d u c t i o n  of t h e i r  own, b u t  a r e  
---- 

aaong the larges t  k o n ~ n 8 ~ t i o n  centres i n  t h e  conntry -  T h e y .  a r e  ---------------- 
a 

Hereafter the t # r i c e '  refers t o  t h e  'Basmati'  v a r i e t y  
on1 y.  
l r  See P a k i s t a n  ( I  975) f 62, p, 140)  an& P a k i s t a n  (1975) [ 6 4 ,  pp- 
2-50 and 154-1651, 
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c o n  s idered  ter8inal m i s k e t s . ~ z - -  - -- - 

- -- - -- Since t h e  d i s t a n c e b e t v e e n  markets is an important factor 

affecting internarhet  nobility of products, approximate 

d i s t a n c e s  by road between the selected aarkets a r e  shown i n  

T a b l e  1-2. 

- 
Perhaps  t h e  s i n g l e  most d i f f i c u l t  p r o b l e n  i a s t u d y  

on a d e v e l o p i n g  country l i k e  Pakistan is access t o j a a t a f  I n  the 
- -- - - - -- -- -- -- --- - - - -- -- - -- - - - -- 

- - -- - -- - 
--- 

area  of agricultural m a r k e t i n g  t h e  problem is  e v e n  greater, a s  

n e i t h e r  the governmeat nor any other agency c o n c e r n e d  v i t h  such 

a c t i v i t i e s  h a s  collected t h e  i r t fornat ion  w c e s s a r y  to d o  a 

c o m p r e h e n s i v e  analysis. ~ o r t u c a t e l ~ ,  however, a l o n g  series of 

veekly a n d  m ~ n t h l y  average prices is a v a i l a b l e  in "Harket and 

Government  of P a k i s t a c  [ 53 1, A l t h o u g h  t h e  prices reported i n  

t h i s  publication are aserages ,  a r e c e n t  study of the quality of 

t h e s e  data f o u n d  t h a t  t h e y  p r o v i d e d  r e a s o n a b l y  accura te  

Lnf orlsa tion o n  prices, 1 3  

For price data ue h a v e  relied c o m p l e t e l y  on  t h i s  source. 

For other data, we h a v e  u s e d  t h e  p u b l i s h e d  and u n p u b l i s h e d  

- * * - S - e e € k t p t s z r - ~ + v r  f a ~  c l u s s t f ~ ~ a t i u u  ul' a y ~ i ~ w ~ a l  - * 

m a r k e t s  i n  Pakistan. 
-  hi^ was CCQA, 

t h e  published 3a ta  vith those h e  collected through a s i m p l e  
random s a n p l e ,  T h e  c o r r e l a t i o n  between t h e  t w o  ~ r i c e s  was close 
t o  one a n d  t h e i r  differences'uere insignificant. 



1 
APPP.OXltLAiE F;ISTAh;ES S E f i ' E E H  ASEI C U L T U M L  nkRKETS I N  PALISTAM (BY ROADS, 

I N  r r l L E 5 )  

!SO HydrraSad  

630 430 Hul t a n  

753 65Q 120 k?-LaI 



r e c o r d s  of t h e  Market C o m m i t t e e s  which t h e  g o v e r n m e n t  created t o  
- - -  - - 

s o p e r v i s e  m a r k e t s  i n  e a c h  r e g i o n ,  l*  Data r e g a r d i n g  t h e  s i z e  
- - - - - - - - - - - - - - - - - - - - 

distribution of t r a d e r s  and  t h e i r  number i n  each m a r k e t  were 

o b t a i n e d  from f l a r k e t  Committee's r e c o r d s ,  

J 
A s a m p l e  s u r v e y  o f  farmers a n d  t r a d e r s  a n d  o t h e r  ~ a r k e t  

f u n c t i o n a r i e s  w a s  c o n d u c t e d  t o  g a t h e r  i n f o r m a t i o n  o n  s a l e s  

p r a c t i c e s ,  m a r k e t i n g  c o s t s ,  s o u r c e s  of f i n a n c e  a n d  o t h e r - - i n p u t s ,  

a n d  other r e l a t e d  a s p e c t s  of m a r k e t i n g  a c t i v i t i e s ,  D e t a i l s  o f  

the s u r v e y  a r e  p r e s e n t ~ d  in C h a ~ t e r  11, A p p e n d i x  A, T h i s  survey 

i n c l u d e d  d i r e c t  o b s e r v a t i o n s  of p r i c e  f o r m a t i o n  p r o c e s s e s  a n d  

a c t i u  i t ies  snch as Y ~ i g h i n g ,  packing, l o a d i n g  and unloading of - - 

c o m a o d i  ties, 

T h e  p l a n  o f  t h e  s t u C y  is a s  f o l l o u s .  C h a p t e r  I1 p r e s e n t s  a n  

historical r e v i e v  of  e x i s t i n g  e a r k e t i n g  i n s t i t u t i o n s  a n d  e x a m i n e  

c r i t i c a l l y  marketing c h a n n e l s ,  s a l e s  p r a c t i c e s  of t r a d e r s  a n d  

farerers, m a r k e t i n g  i n t e l l i g e n c e ,  t r a n s p o r t a t i o n  f a c i l i t i e s ,  a n d  
.#' 

the nuaber a n d  s i z e - d i s t r i b u t i o n  of t r a d e r s .  C h a p t e r  I11 

d i s c u s s e s  some of t h e  q a i n  c r i t e r i a  w h i c h  we h a v e  u s e d  t o  

e v a  l u a t e  t h e  perf o r a a n c e  of t h e  s e l e c t e d  m a r k e t s -  Z m p i r i c a l  

r e su l t s  r e l a t i n g  to t h o s e  c r i t e r i a  a n d  their a n a l y s i s  a r e  

p r e s e n t e d  i n  C h a p t e r  IV, C h a p t e r  V e x a m i n e s  the performance  o f  

a a r k e t s  by o b s e r v i n g  t h e  i r c p a c t  o f  t h e  G r e e n  R e v o l u t i o n  o n  

p r i c e s  r e c e i v e d  by farmers, F i n a l l y ,  i n  C h a p f e r  VI, the f i n d i n g s  

farriers and traders, and t h e y  m a i n t a i n  records of weekly s a l e s  
-7-- 

by individual fkms a n d  k&p - i n f o r m a t r o n  o n  the  number of 
t r a d e r s  i n  a a a r k e t ,  Licensing of t h e  traders is a l s o  d o n e  by - 
t h e s .  See A. A l i  [ 31. 



of t h i s  s t u d y  a r e  summarised and some p o l i c y  i m p l i c a t i o n s  are 
, - -- - 



- -- 

lzmWrm IT - :---- - 

L 

Soae Features of the A g r i c u l t u r a l  ~ a r k e t k n g  System in Pakistan:  
d 

A C r i t i c a l  Evaluation 

One of t h e  m a i n  o b j e c t i v e s  o f  t h i s  study is to  present an 

outline of the e x i s t i n g  a g r i c u l t u r a l  m a r k e t i n g  system i n  

Pakistan, This v i l l  a l l o w  u s  t o  e v a l u a t e  its performance and  t h e  

ro l e  p l a y e d  by v a r i o u s  ~ a r k e t  f u n c t i o n a r i e s  i n  t h e  p r i c e  

f o r n a t i o n  p r o c e s s ,  I n  o t h e r  words, we e x a m i n e  the c o n d i t i o n s  

v h i c h  farmers and cocsumers face in a r r i v i n g  a t  a m a r k e t  price. 
- - - - - -- - 

Re first  loo^ a t  the h i s t o r i c a l  b a c k g r o u n d ,  - 

A p r o m i n e n t  f e a t u r e  of the s~c io -econor r i c  s t r u c t u r e  of  t h e  

I n d i a c  s u b - c o n t i n e n t  h a s  b e e n  the chss/_caste s y s t e m ,  a i c h  is 

g e n e r a l l y  b e l i e v e d  to h a v e  been established by t h e  A r y a n s ,  who, 

i n v a d e d  I n d i a  i n  t h e  6 t h  C e n t u r y  B.C.  I n  t h i s  system t h e  sokiety 

was divided i n t o  four c a s t e  groups  (classes) to  perf orin various 

f u n c t i o n s ,  A t  t h e  t o p  u a s  a  r e l i g i o u s  class, c a l l e d  Brahmin.. 

Rext i n  o r d e r  uas t h e  f i g h t i n g  c l a s s ,  c a l l e d  K s h a t r i y a -  The 

t r a d i n g  a n d  working classes, were t h i r d  a n d  fourth i n  t h e  

hierarchy, and known a s  V a i s y a  a n d  Sudra r e s p e c t i v e l y . t l  In 
- - - - 

t h e o r y  fartuers were part of Va i sya ,  t h e  s a B e  caste group t o  
- -  

ub ich  traders b e l o n g e d ,  b u t  i n  r e a l i t y  they were a s e p a r a t e  ------ ------------ 
1 D.D. Rosambi 146 I._ 



s u b - c a s t e  g r o u p ,  and ,  g e n e r a l l y ,  r e g a r d e d  a s  less than e q u a l  t o  
- - - - - - - - -  - -- - 

the t r a d i n g  c l a s s - *  S u c h  c l a s s  boundaries were so  s t r o n g  a t  
- -- - 

times t h a t  o n e  could not cross t h e m  w i t h o u t  facing severe s o c i a l  

a n d  e c o n o m i c  r e p r i s a l s  o r  i n  some cases  l o s i n g  o n e V s  l i fe .  [5] 

I t  mas d u e  t o  t h e  s t r e n g t h ,  a n d  a l s o  t o  some e x t e n t  t h e  
C 

s a n c t i t y ,  w h i c h  t h i s  system g a i n e d  o v e r  t i ~ e ,  t h a t  t h e  w o r k i n g  

classes i n  p a r t i c u l a r  r e m a i n e d  a t t a c h e d  t o  t h e i r  p r o f e s s i o n s  and 

t o  their castes even after t h e  introduction of a new o r d e r ,  s u c h  - 
a s  I s l a m  w h i c h  opposed the cas te  s y s t e m  a n d  p r e a c h e d  s o c i a l  

e q u a l i t y ,  I t  a p p e a r s  t h a t  this may h a v e  been b e c a u s e  of 

one of the major o u t c o ~ e s  of t h e  caste  system u a s  t h a t  

p e a s a n t s  saw n o  r o l e  o t h e r  t h a n  w o r k i n g  o n  t h e  l a n d ,  They h a d  

v e r y  l i t t l e  c o n t a c t  w i t h  t h e  o u t s i d e  v o r l d  a n d  h a d  practically 

n o  k n o w l e d g e  o f  reading a n d  w r i t i n g  common among t h e  p e o p l e  

belonging t o  trading p r o f e s s i o r . .  Lack of t r a n s p o r t a t i o n  a n d  
- 

c o e r s u n i c a t i o n  f a c i l i t i e s  was 1st  noth her barrier t o  possible 

c h a n g e ,  C o n s e q u e a t l y ,  w h e t h e r  a g r i c u l t u r e  u a s  merely a 

s u b s i s t a n c e  sector  o r  s t a r t e d  g e n e r a t i n g  some s u r p l u s  t o  u e e t  

c a s h  r e v e n u e  r e q u i r e m e n t s  of t h e  r u l e r s ,  f a r m e r s  r e m a i n e d  i n  t h e  
I 

i " p r o d u c t i o n  linen m b e r e a s  t h e  m a r k e t i n g  of p r o d u c e  was c a r r i e d  

o u t  b y  t h e  t r a d i n g  c l a s s ,  T h e  major c h a r a c t e r i s t i c s  of t h i s  

t r a d i n g  c lass  were: . 
1, it c o n s i s t e d  m a i n l y  - - - - - of - - H i n d u s  - - - - - ( a n d  - Sikhs a f t e r  t h e  1 6 t h  

c e n t u r y )  , w h e r e a s  t h e  c u l t i v a t e r s  were m a i n l y  n u s l i m s  i n  
-- - - - - -- - -- 

----------------- 
2 B a d e n - P o w e l l  (5)- 



areas w h i c h  arfe now Pakistan; 
- - 

- -- - -- - 

i t  had soc ia l  and business c o n t a c t s  both a t  the v i l l a g e  and 
- - -  - -  -- 

c i t y  levels, or i t  was easy for them t o  establish s u c h  

contacts; 

i t  b a d  r e a d y  c a s h  which they a l s 6  used for l e n a i n g ;  

its members sold p r o d u c e  t o  v a r i o n s  s a r k e t s  a n d  p r o v i d e d  

nonfarm merchandise t o  farmers; t h e y  were k n o w l e d g e a b l e  

a b o u t  t h e  h a n d l i n g  of a c c o u n t s  and scales, a b o u t  which the 
- "  

masses were i gnora  nt .3  

In the v i l l a g e ,  t h e  c u l t i v a t o r s  were l a r g e l y  illiterate, often 

ign arant abouk gri- prev&scp&~ +-rrs 8 t # & A e - v =  ---- 
l i n i t e d  c irc le ,  c o n s t r a i n e d  by lack of t r a n s p o r t a t i o n  and 

corn m u n i c a  t i o n  facilities a n d  p r e s s u r e d  by their cash n e e d s ,  

The result u a s  poor m a r k e t i n g  conditiocs i n  which a farner 

i 

had t o  sell h i s  p r o d x e ,  Such m a r k e t i n g  conditions a l o n g  with 

low a g r i c u l t u r a l  productivity l e d  to t h e  worst k i n d  of 
- --- --- --- -- - - - 

indebtness of c u l t i v a t o r s , *  Private t raders  were t o  be p a r t l y  

responsible for this s i t u a t i o n  a s  they i n t e r a c t e d  w i t h  f a r ~ e r s  

t h r o u g h  their t r i p l e  functions of mercbandiz ing ,  moneylending 

and raid.dlemanship.  

To i m p r o v e  'the working of a g r i c u l t u r a l  markets the B r i t i s h  

government i n t r o d u c e d  v a r i o u s  laws regarding w e i g h t s  a n d  

nea sures, a n d  c r e a t e d  urbaa " r e g u l a t e d  markets", which were t o  

b e  regulated by ~ a r ~ e t i n g -  cmmposed nf E a f a r r s ,  

----------------- 
/ 

7--- r See fnd ia  i331., 
4 ~ c c o r d i n g J o ~ c h a e l  D a r l i n g  p e a s a n t s  were b o r n  i n  debt, lived 
i n  d e b t  a n d  d i e d  i n  d e b t  [ 17 3,  



t r a d e r s  a n d  g o v e r n m e n t  of f i c i a l s ,  Bouever, t h e  aarket ing systems 
- - - - -  - -- - - -- - - - 

i n  areas now i n  Pakistan r e n a i n e d  u n r e g u l a t e d ,  hence p o o r  i n  
- --- -- - -- -- 

nature, P o r  oae t h i n g ,  t h e  road, r a i l ,  and other t r a n s p o r t a t i o n  

f a c i l i t i e s  were still v e r y  u n s a t i s f a c t o r y ,  S e c o n d l y ,  g o v e r n m e n t  

credit e x t e n s i o n  f a c i l i t i e s  continued t o  be less t h a n  s u f f i c i e n t  

due t o  which f ar~lers  &were still d e p e n d e n t  on t r a d i t i o n a l  noney 

l e n d e r s .  

~ a r t j & *  of ~riti& I n d i a  &I& ~ r i c u l t u g ~  &rkets ~ a k i s t i n  -- 

T h e  _ p a r t i t i o n o f  Brittish J~t&a-~L947-anb suhswn+ - - - - 

developments i n  P a k i s t a n  brought m a j o r  changes i n  t h e  

a g r  i c u l  t u r a l  n a r k e t i n g  system, 5 

Due t o  t h e  coffimunal n a t u r e  of P a r t i t i o n ,  t h e  t r a d i t i o n a l  " 

-2% 

m o n e y l e n d i n g  c l a s s  m i g r a t e d  t o  I n d i a ,  T h e  e m i g r a t i o n  o f  B i n d u  

and Sikh moneylenders h a d  a t  least four makor effects o n  the 
- - - - - - - 

rearkets, - f kSt, all debts owed to-m6rk3endess by t h e  p a s a n t r y  

were wiped  o u t -  T h e  previously indebted peasants became Eroe 

a g e n t s  and c o u l d  choose market o u t l e t s  for t h e i r  s u r p l u s  p r o d u c e  

b a s e d  on p r i v a t e  p r o f i t a b i l i t y ,  Second, the d e p a r t u r e  o f  t h e  

entire t r a d i n g  c l a s s  l e d  t o  a d i s e q u i l i b r i u m  i n  a g r i c u l t u r a l  
I 

t r a d e :  prof i t s  were h i g h ,  which a t t r a c t e d  new people t o  t h e  

trading p r o f e s s i o n ,  T h e  r e s p o n s e  mas q o i c k  and massive, T h i r d ,  

t h e  new e n t r a n t s  came from d i v e r s e  b a c k g r o u n d s .  w e a l t h y  
- - - - - - - - - - - - - - - - - - - - - 

l a n d o v n e r s  s t a r t e d  a s s e m b l i n g ,  p r o d u c e  for  sale i n  t h e  w h o l e s a l e  
-- - 

5 I m p r e s s i o n s  b a s e d  on personal comsunicat ions  w i t h  t r a d e r s ,  
Also see - Q o r e s h i  1751 for some of t h e  p o i n t s  d i s c u s s e d  h e r e -  



primary markets, f lusl im immigrant s  were compensated for + 

- - - - - - -- - 
--- 

properties left i n  1 n d i a  in the form of t it les to Rindo and Sikh 
- 

- 

shops, thus entering i n t o  a g r i c u l t u r a l  trade. Former employees 

of t h e  Hindu traders a l s o  started business o n  t h e i r  own account, 

F o u r t h ,  the f uncticns of money l end ing ,  buying of p r o d u c e ,  and 

merchand iz ing  were not c o a b i n e d  i n  one p e r s o n  i n  the new s e t u p ,  

T h e  aain r e a s o n  for tne s e p a r a t i o n  of functions l i e s  i n  the 

a t t i t u d e  of t h e  neu ertracts, B e r c h a n d i z i n q  was considere i l  a low 

% - - 

profession by  w e a l t h y  landowners .  Honeylcnding, prohibited bg 

Islam, was l o o k e d  down upon i n  t h e  society. Produce  b u y i n g  u a s  

the least objectiosable - o~_t_l&~,ia~B1e-~---A&l of 

these f o r c e s  interacted i n  radically altering t h e  role of 

trail-ers i n  a g r i c u l t u r a l  markets a f t e r  t h e  p a r t i t i o n  of British 

  he separation of m n e y l e n d i n g ,  produce buying and 

o e r c h a n d i z i n g  was a n  important element i n  t h e  iaprovement o f ,  

a a r k c t i n g  a c t i v i t i e s  i n  Pakistan a s  traders ability t o  . 
a a n i p u l a t e  price doe  to their t r i ~ l e  roles i f  existed before, 

uas less l i k e l y  to be present nou, Bouever, another important 

factar  uas g o v e r n m e n t a l  policy t o  e x p a n d  t r a n s p o r t a t i o n  and 

c r e d i t  in rural  areas, 
---- 



The role of transportat ion i n  determining market s tructure  

is i a p o r t a n t ,  as the cost of t r a n s p o r t i o n  b e t w e e n  t u o  markets 

usually d e t e r a i n e s  how large t h e  price s p r e a d  can b e  without 

attracting s h i p a c n t s  b e t v e a n  them, A v a i l a b i l i t y  of cheap and 

easy transportat ion retPoves an important barrier ia breaking up 
I 

oligoposony in any par t i cc la r  region, 
- 

Table 2 - 1  presents some d a t a  o n  the growth of 

t r a n s p o r t a t i o n  facilities "in rural Pakistan since 1947, Durirtg 
1 

qual i ty  r o a d s  i n c r e a s e d  a n d  t h e  nunber  of t r a c k s  rose from 823 

in 1947-48 to 57,219 in 1975-76, The r a p i d  s?read of tractors i n  

t h e  l a t e  1 9 6 0 s  had also teen an  important  facto \in f o s t e r i n g  

c o r p p t i t i o n  i n  rural  markets, It h a s  increased s e l l i a g  

alternatives t o  f arners,  as many -actor owners started b r i n g i n g  

C r e d i t  

2 . 2  g i v e s  a conparatire p i c t u r e  of 

rural credit i n  P a k i s t a n  and I n d i a  dfter 1947, T 

t h e  sources of 

b e  decline i n  

the s h a r e  of a o n e y l e n d e r s  in P a k i s t a n  i s  q u i t e  o b v i o u s  while t h e  

moneylending class i n  India is still the major source of c r e d i t .  
- - - - - - - - - 

The three c o n b i n e d  categories of shopkeepers, market ing  

i n t e r m e d i a r i e s  and moneylenders account for o n l y  6-2  p e r c e n t  of 



Table 2.1 

Soot Indicators of Trmsportatioa Faci l i t ies  Available 
in Pakistan for Selected Years since 1967-48. 

a 

Years bil Road ffileage Sub- Trucks 
Fre i&t 

Tornl 

2 Total 
Carried Xi& 

Tractors 
Lar 

Kill ion 
(Imported) 

Pakisran [ 6 2  1 f o r  che renahing years. 
-- -- - - -- 

l b a d s  having c e n t  concrete sur face .  

23aads generally of s c o n n .  bricks, gravel  or ordinary earth roads 
with drain* stmtorc provided. 



Sources of Rural Credic in  the  Punjab ( P a k i s t u r )  md 
rlsop u l t h  l n d i a a f  t tr  P a r t i t i a  (1947) 

i 
A l l  India b a r d  of Sbcio- 

Econodc Economic 
Inquiry  Research 
Punjab Project  
(Percentage) Punjab 

U n f ~ e r s i t ~  
(Percentage) 

(1951) (1957)  

Rural 
Credit  

Serial I S o u r c e  

Re la t ive s  i Friends 63 .2  

"wsep-ltndcrs 

Ocher Sources 

Table ar'apted from 1751. 



the creait s u p p l i e d  in P a k i s t a n  as compared t o  - 75-2 percent in 
-- - - - - - - -- -- - 

India- 
- - - - - - - - - -- - - 

T h e  vacuum c r e a t e d  by t h e  d e p r t n r e  of a o n e y l e n d e r s  u a s  n o t  

f i l l e d  by i n s t i t u t i o n a l  sources of c r e d i t ,  C o o p e r a t i v e  societies 

and t h e  g o v e r n r e n t  h a v e  s u p p l i e d  on ly  a small f r a c t i o n  of total 

c r e d i t ,  C r e d i t  societies were d e p r i v e d  of t h e  s e r v i c e s  of a skilled managers uho  m i g r a t e d  t o  I n d i a -  T h e  government was slow 

to  recognize the role p l a y e d  b y  credit -in agricultural 

d e v e l c p m e n t ,  T h e  g a p  le f t  b y  t h e  m o n e y l e n d e r s  was filled by 

r e l a t i v e s ,  friends and l a n d l o r d s .  This s o u r c e  of credit d i d  n o t  

m o n e y l e n d e r * ~  c r e d i t  h a d ,  since farmers now d i d  n o t  h a v e  t o  make 

c o n c e s s i o ~ s  i n  price a s  u o u l d  probably  b e  t h e  c a s e  i f  they v e r e  

to  borrow from a t r a d e r  who i i as  a l s o  a m a n e y l e n d e r .  

In t h e  1950s government c a s e  t o  r e c o g n i z  t b e  c r i t i c a l  ro le  7 
of agricultural c r e d i t  in financing i n v e s t  d n t  in r a g r i c u l  t o r e .  

- 
- - - - -  - - -  

- 

Yarious specialized S a ~ k s  and i n s t i t u t i o n s  were d e s i g n e d  to  

extend l o a n s  t o  farmers d i r e c t l y  or indirectly through i n c r e a s e d  
+ 

fnnding for credit sucieties, T h e  A g r i c u l t u r a I  Dese1oi;ment 

F i n a n c e  C o r p o r a t i o n  was set up by the federal g o v e r c m e n t  i n  

1952, T h e  Agricultural Bank of P a k i s t a n  uas e s t a b l i s h e d  i n  1956, 

The t u o  banks vere  aerged i n  1961 i n t o  the Agricultural 

Deve lopment  Bank of Pakis tan  (ADB?). T h e  increasing i q o r t a n c e  

of t h e  g o v e r n m e n t  i n  t h e  credit field is  r e f l e c t e d  i n  Table 3-7, 
-- - - 

* 
where t h e  share of g o v e r n s e n t  i n  the s u p p l y  of c r e d i t  rises f fpad ' 

-- - -- 

2 - 9  X in 195 1 to 13,PX in 1957, Table 2 . 3  s h o u s  the t o t a l  c r e d i t  I 



s u p p l i e d  by i n s t i t u t i o n a l  s o u r c e s  to the a g r i c u l t u r a l  sector 1 
d u r i n g  -. 1947-78,, The s p e c t a c u l a r  r i s e  i n  lending by the .. 

- - - - - - - - - -- 

specialized b a n k s  i n  the 1960s a s  c o s p a r e d  to e a r l i e r  periods is 

c l e a r l y  brought o u t  i n  t h e  table, 

O r q a 2 i z a t i o n  of ghe f l a r k e t i n q  S ~ s t e a  

Ye n o u  t u r n  to examine t h e  e x i s t i n g  m a r k e t i n g  s t r u c t u r e  i n  
2 

P a k i s t a n .  T h e  information c o n t a i n e d  i = l  t h i s  section is  b a s e d  on 

oar f i e l d  i r i v e s t i g a t i o n s  and h a s  been cross checked with sorne of 

the literature a v a i l a b l e  --- - on t h e  s u b j e c t . 6  ~ ~ ~ e c d i x  - A -- E i s c a s s e s  -- - - - 
- - -- 

t h e  n a t u r e  o f  t h e  saaple and the q u e s t i o n n a i r e  u s e d  f o r  t h i s  

purpose, 

The a g r i c u l t u r a l  ~ a r k e t i n g  system i n  P a k i s t a n  is composed 

of v a r i o u s  types o f  exchange p o i n t s  where assembly, s t o r a g e ,  a n d  - - 

transportation are p e r f o r ~ e d ,  Tke marketing process r a n g e s  from 

s i ~ p l e -  e x c 6 a n g e  E e t i i e e n  house'holla's a t  tfie v i l l a g e  l e v e r  t o  t h e  

r o v e m e n t  of grain t o  rural a n d  urban -markets an3  t o  final 

con s n n e r s ,  He exanine d i f f e r e n t  channels of marketing of 

agricultural c o n n o d i t i e s ,  the n a t u r e  of t h e  traders i n v o l v e d  a n d  

t h e  process o f  p r i c e  f o r m a t i o n  a t  v a r i o u s  p o i n t s .  

6 See 119,  35 ,  42, 44, 8 1 1  for t h e  d e s c r i p t i o n  of various 
a s ~ ~ c t s  of the market s t r u c t u r e  i n  Pakistan, 

t 

2 8 



c. 

Flow of C r e d f t  to the ~~ricuitura1'~ector in Pakistm 
fro* Institurional Sources fot Selective Years. a 

fLr~ Hillion iluyees at Current Prices) 
-- . - 

- - - -  -- - . .- --  . ------- *--- ----- - - - -,- ----P-CIL--- ---.- --4-- 

> . - .. - .  ~ . . - .  -. - .-. ~~ 
-.  - -  .- 

Ssi:ce: [ 63 1 for colc=n+ 2 to 5 and [ .  62 J for ralcularbp 
-- , + -  . . 

~ - - - -.- - - . - f z - 7  
- 

- 
F. l u e  of >;ricultural produqt. I 



A substantial p o r t i o n  of a g r i c u l t u r a l  comeoclities, 

p a r t i c u l a r l y  f o o d  croys, u e v e r  l e a v e s  t h e  farla; i t  is r e t a i n e d  

f o r  d o z e s t i c  c o n s u n p t i o n ,  feeil, s e e d ,  and  p a y m e n t  t o  

a g r  i c u f t u r a l  l a b o u r , ?  T h e  p r o p o r t i o n  of ~ a r k e t e d  surplY in 
t o t a l  p r o d u c t i o n  of v a r i o u s  c r o p s  is d i f f i c u l t  t o  e s t ima te  

a c c a r a t e l y  a s  t h e  r ~ u a c t i t y  r e t a i n e d  f o r  use o n  e a c h   far^ d e p e n d s  

o n  f a c t 3 r s  such as t h e  s i z e  o f  farm a n 3  family, t h e  p r o p o r t i o n  
\.\ 

of f o o q g r a i n  i n  t o t a l  farm p r o d u c t i o n ;  a n d  t h e  p r o p o r t i o n  o f  

h i r e 6  l a b o u r .  m e  a b s o l u t e  q u a n t i t y  r e t a i n e d  f o r  hone u s e  a i s o  

varies from o n e  y e a r  t o  a n o t h e r .  I n  3 year of poor c r o p s ,  v i t h  

c o c s e q u e n t  h i g h  p r i c e ,  t h e  a b s o l u t e  a m o u n t '  b r o u c j h t  t o  t h e  ~ a r k e t  

z a y  f a l l ,  b u t  i t  nay  g o  u p  sken t h e  h a r v e s t  is L u n p e r  a n d  prices 

.tend to f a l l ,  T h e  r e s 2 q n s e  of farriers, h o v e v e r ,  seers t c  v a r y  

a l s o  a c c c r d i c ?  t o  their f a r s  srzes  a n d  storage c3paclties, 

7 .e w i l l  c o n c e n t r a t e  here o n  a a r k e t i n g  c h a n n e l s  involving on11 
p r i v a t e  t r a r l e r s ,  I n  t h e  r e c e n t  y e a r s ,  b o u e v e r ,  the government 
has assuaed 3 ~ a j o r  r o l e  i n  agricultural m a r k e t i n g .  P u b l i c  
co r  ~ o r a  t i o n s  such a s  T h e  P a k i s t a n  A g r i c u l t u r a l  5 t o r a g e  a n d  
S n p p l i e s  C o r p c r r a t i o r ;  ( P A S S C O )  a n d  Rice Export C o r p o r a t i o n  b u y  
l a r  3e q u a n t i t i e s  of m a r k e t a b l e  s u r p l u s  o f  major f o o d  c o i r n o d i t i e s  
for l o c a l  d i s t r b u  t i o n  a n d  e x p o r t  [61]. G o v e r n a e n  t p r o c u r e m e n t  of 
agricultural comodi t i e s  is  d o n e  t h r o u g h  d i f f e r e n t  c h a n n e l s  
i n c l o d i n g  p r i v a t e  t r a d e r s  t54 1, Ir; t h e  case of rice, h o w e v e r ,  t h e  
g o v e r n m e n t  i n t e r v e n t i o n  i n  m a r k e t i n g  a c t i v i t i e s  is- d i f f e r e n t  
fros other c 0 ~ ~ 3 d i t i e s  s u c h  a s  w h e a t  a n d  g r a E -  T o  h e l p  meet i ts  
p r o c u r e o e n t  target the g o v e r c m e n t  m a i n t a i n s  r e s t r i c t i o ~ s  o n  
n o v e a e n t  of rice from o n e  d i s t r i c t  t o  a n o t h e r  a n d  soaet imes 
t i t h i n  2t 6Jstrict tb?ms#mut t b e  year 3 0 6 J .  SGa r e s t r i ~ o i i 3  -on 
0 t h . r  coaaodi ties are m i n i m a l ,  A g a i n  t h e  g o v e r n n e n t  a p p l i e s  
-t&=kr- a ps~X&-irg & riee, not ttre - & - 
o t h e r  c . r > r s o d i t i e s ,  A 1 1  t h e s e  measures c o o l 3  i n f l u e n c e  p r i c e  
s t r u c t u r e  o f  r ice,  r e l a t i v e  t o  o t h e r  c o a n o d i t i e s ,  d i f f e r e n t l y  i n  
d i f f e r e n t  ~ a r k e t s .  



G e n e r a l l y ,  l a r g e  farmers market little when p r i c e s  are fou and-  

ho ld  stocks is antkipat inn af f n b r e  h- ~ c U ~  - - - - - - - - 

T a b l e  2.4 s h o w s  t h a t  on a v e r a g e  a b o u t  562 of t h e  u h e a t  

3r 
p r o d u c e d  i n  t h e  m a j o r  v h e a t  p r o d u c i n g  r e g i o n s  is s o l d ,  T h e  

p r o p o r t i o n  is a s  low a s  2 7 - 2 2  f o r  s m a l l  e f a r n e r s  (less t h a n  6-25 

a c r e s )  a n d  a s  h i g h  a s  77,331 f o r  l a r g e  f a r m e r s  (over 2 5  acres), 

F o r  r ice,  a b o u t  707 o f  o u t p u t  is s o l d  i n  t b e  narket. An 

i s p o r t a n t  f e a t u r e  of t h e  rice s u r p l u s  i s  t h a t ,  e x c e p t  fo r  those 

3 i s t r i c t s  v h e r e  rice i s  u s e d  a s  a a a j o r  f o o d  item a r e l a t i v e l y  

g r e a t e r  s h a r e  o f  o u t p u t  i s  sold e v e n ' b y  s m a l l  c u l t i v a t o r s .  T h e  
r 

V 
a v e r a g e  p o r t i o n  h e l d  b y  s ~ a l l  c u l t i v a t o r s  is 15-55, w h i c h  is 

a p p r o x i m a t e l y  A o n b l e  t h e  s h a r e  of wheat  n a r k e t e z .  The m a r k e t a b l e  

s u r p l u s  of jrarn, seems h i ~ b l y  unpredictable, a s  it d e ~ e n d s  very 
* 

ruth o n  t h e  ~ r o l ' u c t i o n  o f  o t h e r  l e n t i l  c r o p s -  I n  ou r  s u r v e y ,  

f a r l e r s  mere s e l l i n , ?  o n  a v e r a g e  about 50% i n  t h e  s a r k b t . 9  

T h e  r a r k e t e d  s o r p l u s  ~ o v e s  t h r o u g h  v a r i o u s  c h a n n e l s ,  t h e  

s i ~ $ e s t  o n e  i n v o l v i n g  o n l y  t h e  f a r n e r  a n d  t h e  c o c s u a e r ,  a h 2  

o t h e r s  i n v o l v i n g  a multiplicity of intermediaries, i i h e a t  is 

u s a a l l y  ciored i n  ucprocessed  torn t o  t h e  c c n s u z e r ,  i i h e r e a s  gram 

a n d  rice a r e  m a r ~ e t e d  b o t h  i n  p r o c e s s e d  a n d  u n p r o c e s s e d  f o r m s ,  

A c o ~ p l e t e  p i c t u r e  of m a r k e t i n g  c h a n n e l s  o f  t h e  c o ~ ~ o d i t i e s  

is g i v e n  i n  F i g u r e s  2-  1 (wheat) , 2 - 2  (rice) ,and 2.3  ( g r a m ) ,  

T h r e e  k i n d s  of m a r k e t s  c a n  be distinguished on the b a s i s  of 

a f o r  evidence o f  t h i s  i n  t h e  l i t e r a t u r e ,  See f o r  e x a l c p l e  [66, 
f ?  3. - - -- - - - - - -- 

9 For  sole other s t u d i e s  o n  the p r o p o r t i o n  a n d  n a t u r e  of 
aarketed  s u r p l u s  see [ 661, 





p l a c e  of  marke t ing  and the n a t u r e  of t r a d e r s  involved, pa~ely: 

1, Village s a r k e t s ; ' a  

2 ,  Primary w h o l e s a l e  ma rke t s  (hereafter referred a s  e i t h e r  

primary markets o r  who le sa l e  markets)  ; and 

3, t e r m i n a l  a a r k e t s .  \ 
Ce will now discuss the f e a t u r e s  of these marke t s  i n  s o x e  

V i l l a g e  markets a r e  often situated close to fa rmga te ,  

g e n e r a l l y  i n  a saall town, where t h e  major  p o r t i o n  of t h e  

Ear  k e t a b l e  s u r p l u s  is brought  b y  farzers, A v i l l a g e  s h o p k e e p e r  

o r  ar; iticerent d e a l e r  acts a s  a b u y e r  i n  t h e s e  rcarkets ,  Yost  of 

the t r a r . s a c t i o n s  involve small q u a n t i t i e s  o f  a g r i c u l t u r a l  
9 

~ T I O ~ U C ~ ,  A ;ar t  of t h e  p r o d u c t  is p u r c h a s e d  by s e a l 1  reta i lers  - 

0 

who  i n  t u r n  s e l l  i t  to  t h e  no%farm p o p u l a t i o n  or back t o  

c u l t i v a t o r s  i n  t h e  o f f - s ea son ,  T r a d e r s  i n  v i l l a g e  marke t s  a r e  

not a p p r o v e d  b y  any government agency, a l t h o u g h  i n  some cases 

t o w n  c o m s i t t e e s  created By t h e  l o c a l  se l f -government  s y s t e m  have I 

s t a r t e d  charging a n  e n t r y  fee from t r a d e r s ,  Usua l ly ,  no  

sys t e a a t i c  record of transactions is main ta ined  by t r a d e r s ,  T h e  

? r i c e  f o r m a t i o n  process is  very s imple ,  Direct n e g o t i a t i o n  
- - 

S e t u e e n  t h e  village t r a d e r  and the c u l t i v a t o r  settles the p r i c e .  
-----a ----- ------- 

- - 

1 0  "he tsra 'markett (acd a a r k e t s )  i n  this s t u d y  refers t o  a 
p a r t i c u l a r  l o c a t i o n  where buying and selling of a n y  c o a a o 3 i t y  
takes F ~ Q C ~ ,  u n l e s s  o thersise specified, 



Figure  2.1 

- -  

Marketing ~ h a n n e i s  f o r  Wheat i n  ~ a k i s t a n  
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F i g u r e  2.2 

M a -  for R i c e & - b k i s t n n .  --- 
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S i n c e  t be quantities i n v o l v e d  are- seaxl; a farmer-ray n u t - n h d - -  -- 

can bug h i s  r e q u i r e k h t s  by' s e l l i n g  d p r t  o; his produce in 

t h e s e  markets, 11 However, for  larger q u a n t i t i e s  farmers prefer 

t o  go  t o  w h o l e s a l e  markets, or a t  l e a s t  t r y  t o  coapare prices 

u i t h  t h o s e  markets before striking a d e a l -  

V i l l a g e  markets  were i m p o r t a n t  ir; t h e  first feu years af ter  
4 

Independence, lore ,recent ly ,  d u e  t o  better transport f a c i l i t i e s  -. 

and a v a i l a b i l i t y  of larger q u a n t i t i e s  of m a r k e t a b l e  surplus, i t  

has b e c o ~ e  f e a s i b l e  t o  t a k e  produce t o  wholesale  m a r k e t s ,  A - 
- - - -- - e - --------p----p - -  pp---p 

- -- - -  - 

large p o r t i o n  of the coenodities o n d e r  study  are s6id in the 

p r i m a r y  wholesale m a r k e t s  Our s u r v e y  r e s u l t s  s u a e a r i z e d  i n  

Tables 2-5 t o  2 - 7 ,  reveal that farmers w i t h  larger 2 u a n t i t i e s  of 

B a r k e t a b l e  surplus generally sell i n  t h e  p r i s a r y  w r k e t s  or to 

t h e  m i l l s ,  T h i s  is  true f o r  all t h r e e  c o a a o d i t i e s  nnCer s t u d y -  

Eouever, rice is more o f t e n  s o l d  - i n  p r i ~ a r y  - -- - - - or -- terrrinal -- - - z a r k e t s  - - - - 

or m i l l s ,  P a r ~ e r s  u i t h  s n a l l  bldings, g t o  have a r e l a t i v e l y  

smaller p r o p o r t i o n  of output t o  sell, prefer to d o  so a t  v i l l a g e  

level, On average, a b o u t  60% of t h e  farmers sold their wheat  

outside v i l l a g e  markets, whereas about 65% of t h e m  d i d  so for 

rice. The c o r r e s p o n d i n g  figures for gram was o n l y  45% Prom t h e  

same table, u e  can see t h a t  usually ssall a n d  medium s i z e  ' - 
- 

1 farmers  se l l  i n  a v i l l a g e  c a r k e t  o r  t o  itinerant dealers- I n  
-- 

~ a b l < - 2 *  3,  ue s a i  t h a t  s u c h  f a r a e r s h a v e  a r e l a t i v e l y  s m a l l e r  

p r o p o r t i o n  their o u t p u t  t o  s e l l  rn t h e  market,, H e  g a y ,  --------------- 
1 1  See Chapter IY of t h i s  study f or  '\ a n a l y s i s  of the lrarket 
margins e a r n e d  by the t r a d e r s  i n  t h e s e  markets,  





fh
a

 N
um

be
r 

nn
d 

P
rr

c
~

n
tn

g
c

 oC
 

rn
rm

 
rn

 
n

c
l

l
t

p
~

 tn
r 

I 

C
n

*o
d

ir
y 

Fa
rm

 
V

il
ln

g
e 

'P
ra

d
cr

d
 

T
rn

tl
er

a 
T

cn
n

ln
n

l 

1 
S

ic
*

 
T

ra
d

er
s 

o
r 

in
 t

h
o

 
< 

T
er

m
in

al
 

G
ov

cr
nm

cn
t 

G
ov

er
nm

en
t 

In
 

th
o

 
M

ar
k

et
s 

M
ar

k
et

s 
A

q
rn

ci
es

 
A

ee
n

ci
er

 
(A

c 
rb

m
 

C
on

su
m

am
 

I'
ri

m
nr

y 
P

ri
m

nr
y 

(O
c
c
a

s
io

n
s
 

y
) 

(U
su

cr
ll

y
) 

o
r 

tl
il

lr
 

o
r 

N
il

1
8

 
(O

n
ly

) 
tl

nr
ko

 t 
E

ln
rk

a 
t 

(O
cc

am
io

n
al

- 
(U

n
u

al
ly

) 
(k

c
o

n
/o

n
a

l-
 

(U
n

u
n

ll
y

) 
IY

 1 
ly

 
h

v
t 

I 
u

8
u

al
ly

 
in

 
I 

th
e

 V
ll

la
g

e
 

I 
M

ar
ta

 t
) 

T
o

ta
l 

P
ar

m
hr

s 
2

1
 

(8
.0

0
) 

87
 

(2
9

.0
0

) 
1

0
8

 
(3

6
.0

0
) 

1
0

 
(3

.3
3

) 
30
0 

(
1
0
0
%
)
 

I 

I *+
 may

 
m

en
ti

o
n

 
th

a
t 

ri
n

c
c

 f
ar

m
er

s 
d

id
 n

o
t 

ql
rc

y 
w

er
e 

am
ko

d 
to

 a
ta

te
 

'e
it

h
e

r'
, 

'o
n

ly
' 

I 

;o
m

em
be

r 
c

rn
c

 t
ly

 h
ow

 
m

uc
h 

tl
m

r 
so

ld
 t

o
 v

n
ri

n
u

r 
c

a
te

fi
o

ri
rs

 o
f 

m
n

rk
e 

tq
 ,
 

'
u

~
I

R
u

o
~

~
~

'
 

o
r 

'~
c

c
i~

s
l~

~
i+

~
U

y
.'

~
tl

~
e

y
 

so
ld

 t
o

 a
 

p
q

rt
ic

u
ln

r 
c

n
te

ff
o

ry
. 



T
he

 N
um

bb
r 

an
d

 P
o

rc
c

n
tu

~
c

 o
f 

F
i~

rn
w

rs
 r

e
ll

in
g

 t
o

; 
tn

rt
n 

V
ll

lo
fl

o
 

T
rn

d
u

rn
 

T
fn

ll
u 

ru
 

T
er

m
in

n
l 

T
o

rm
i~

n
l 

(;
ov

~r
nn

u!
nt

 
C

ov
pr

n-
 

T
ru

Je
ra

 o
c

 
11

1 
th

u
 

tn
 

tl
w

 
M

n
rk

et
e 

b
r

k
e

ts
 

A
g

en
ci

as
 

m
cn

t 
1i

Z:
em

) 
C

on
m

uu
rn

ru
 

I'
ri

tn
ur

y 
l'r

ln
m

ry
 

(O
cc

r~
sl

o
rr

rh
ly

) 
(p

ru
a

ll
y

) 
o

r 
N

tl
le

 
A

g
cn

ci
ce

 
(O

n
ly

 
M

nr
ko

t 
E

lr
)r

ka
 t 

(O
cc

4
si

o
n

al
- 

o
r 

M
il

la
 

(O
c

c
a

~
io

n
a

l-
 (U

su
n

ll
y

) 
1

~
)

 
(U

su
al

ly
) 

ly
) 

b
u

t 
u

su
o

ll
y

 i
n

 

'I
 

th
e

 V
il

la
g

e
 

E
lo

rk
e 

t 

I 
I 

I 
X 

I 
X 

Y 
X 

u 
X 

II 
X

Y
 X

I
 

x 
I 

I 
I 

I 
p 

to
 6

.2
5 

27
 

(3
2

.9
3

) 
36

 
(4

3
.9

0
) 

1
9

 
(2

3
.1

7
) 

0
 

0 
0

0
 0

0
 0

 

ti
o

n
 t

h
a

t 
si

n
c

e
 f

q
m

e
rr

 d
id

 n
o

t 
rc

m
er

n
b

er
,c

x
ac

tl
y

 h
ow

 
m

uc
h 

th
ey

 
so

ld
 t

o
 v

a
ri

o
u

s 
c

a
te

g
o

ri
e

s 
of

 
m

ar
k

et
e,

 
as

k
ed

 
to

 s
ta

te
 '

e
it

l~
rr

',
 'o

n
ly

',
 

'u
e

u
n

ll
y

' 
o

r 
'o

c
c

o
si

o
n

n
ll

y
' 

th
ey

 
so

ld
 t

o
 a

 p
a

rt
ic

u
la

r 
ca

te
g

o
ry

. 



therefore, c ~ n c l u d e  that, c o n t r a r y  _to t h e  

the ea'rlier studies, a major p o r t i o n  - - of 

a s s u m p t i c m i n ,  some - of 

the m a r k e t a b l e  s u r p l u s  

is s o l d  i n  t h e  p r i m a r y  m a r k e t  a n d  n o t ~ . i n  t h e  village m a r k e t - 1 2  

F u r t h e r m o r e ,  a  v i l l a g e  m a r k e t  o f  t o d a y  has v e r y  l i t t l e  

r e s e m b l a n c e  t o  t h e  r u r a l  m a r k e t  i n  p r e - P a r t i t i o n  d a y s ,  when t h e  

m o n e y l e n d e r /  merchant was t h e  p r i n c i p a l  d e a l e r .  A t  t h a t  time, 

f a r m e r s  were i n  many cases f o r c e d  t o  s e l l  a t  t h e  v i l l a g e  l e v e l  

a s  they were f e t t e r e d  in debt. Now a  farmer c h o o s e s  t o  d e a l  w i t h  

village t r a d e r s  i n  t h r e e  main  c i r c u m s t a n c e s :  when h e  has a s m a l l  . . 
a m o u n t  of m a r k e t a b l e  s u r p l u s ;  when in . t h e  early s t a g e s  o f  a 

h a r & z s t i n g  seas-, be bas to sek2 a' fimf tea t p s ~ t i e  te fef f iH - -- = 

B 

his i m m e d i a t e  c a s h  n e e d s ;  and w i t h  r e l e v a n t  p r i c e  i n f o r ~ a t i q n  in 

st i l l  sell s h e e r  

c o n v e n i e n c e  or f a v o o ~ ;  - t o  a  t r a d e r  b e l o n g i n g  t o  h i s  oun v i l l a g e .  

I n  all o t h e r  c i r c u n s t a n c e s ,  given e a s i e r  a c c e s s  t o  t r a n s p o r t  

f a c i l i t i e s ,  p r i l s a r y  other lterna t i v e s  (like s e l l i n g  
- - - 

d i r e c t l y  t o  t h e  

I n  T a b l e  '2.8 a n d  2.9, w e  h a v e  p r e s e n t e d  t h e  r e a s o n s  g i v e n  

by farmers f o r  s e , l l i n g  a t  t h e  v i l l a g e  level, On a e r a g e ,  49.17% 

of t h e  farmers sold t o  v i l l a g e  t r a d e r s  b e c a u s e  of smalf 

q u a n t i t i e s -  of s u r p l u s ,  About 38% of t h e m  d i d  so because t h e y  

f o u n d  p r a c t i c a l l y  n o  difference i n  t h e  p r i c e s  o f f e r e d  b y  , v i l f  a g e  
1 

t r a d e r s  a n d  others, T r a d i t i o n a l  reasons s u c h  a s  ' c r e d i t  t i es '  4 
----------------- 
12 Accer4 iq  % ssms 4 + b . - e a r l i e r  s t u d i e s  v i l l a g e  ~ k c t s  
handle r e l a t i v e l y - l e s s e r  s h a r e  o f  marketable s u r p f o s -  See f o t  - u a o l 4 l r l  S u r - h i  [ h 5 &  A recent s tudy  by 
A g r i c u l t u r a l  B i n i s t r y  o f  P a k i s t a n  however  f o u n d  p r o p o r t i o n  of 
marketable surplus and t h e  a g e n c i e s  t o  v h i c h  i t  vas sold s i m i l a r  
t o  our findings, See 165, 661, P 









seem to have v e r y  1itt"le impact o n  their s e l l i n g  o p t i o n s ,  w h i c h  
- -- --  - - - - - -- - -- - 

goes a g a i n s t  t h e  long-held view t h a t  farmers usually sel l  t o  the. 
- - - - - 

4 village and w r  dealers because of their i n d e b t e d n e s s .  1 3  Odlj 

P 2 2 -  11% gave t h i s  reason for selling t o  village t r a d e r s ,  

I n  Table 2 - 9 ,  we have a l s o  suramarised the reasons offered 

by 'farmers for selling i n  p r i a a r p  m ~ r k e t ~  and n o t  i n  village 

n q r k e t s .  A .a j o r i t g  d i d  s o  on the basis of better p r i c e  

e x p e c t a t i o n s  i n  p r i a a r y  rearkets relatiue to the v i l l a g e '  aazket. 
6 

- % 

A v a i l a b i l i t y  of relatively b s t t e r  transport f a c i l i t i e s  was the 
-e 

n e x t  most i m p o r t a n t  reason g i v e n  by a b o u t  56% of t h e  fart~ers ,  
C , 

W t k  +- &tad& +kqe& h t h a t  
. b 

-- 

t r a d e r s  i n  these markets c t e a t  f a r . ~ ~ ;  by o f f e r i r g  them a lor 

p r i c e  1441, . h - l s o ,  a S a j o r i t y  of f areer s  f i n d  i t  easier to  go  to 

p r i m a r y  markets a s  t h e y  b e l i e v e  t h e y  c a n  a r r a n g e  - t r a n s p o r t a t i o n  

more e a s i l y ,  A likely reascln i3 t h e  a v a i l a b i l i t y  of , t r a c t o r s  a s  

c o n t r a c t  out  t o  professiona!l movers or depend on the ir  o x - d r i v e n  

carts, w h i c h  were v e r y  slow and  expensive. It i s  i n t e r e s t i n g  t o  
s 

n o t e  t h a t  t h e r e  were o n l y  a f e u  ( 2 - 3 s )  uho thought t h a t  r i l l a g e  
2 /' /-----,, 

t r a d e r s  r o u  ld c h e h  t t h e m d e i t b e . r  i n  u c i y h i n g  o r  p r i c i n g  t h e i r  

T h e  r e s u l t s  of the survey  i n d i c a , t e  tha t ,  p r i m a r y  wholesale 

markets a r e  more i m p o r t a n t  t h a n  v i l l a g e  a a r k e t s ,  

-- - d 

1 3  T h i s  is  t h e  v i e ~ ~ e x ~ r e s s e d  i n  studies like India [ 3 3 ] ,  and ' 
Qureghi [74]. However c o n t r a r y  t o  t h i s  vier v e  were told by 
s e v e r a l  farmers of t raders  b o r r o w i n g  from w e a l t h y  l a n d o w n e r s  on 
r e g u l a r  b a s i s ,  



--- - 

Primary u h o l e s a l e  m a r k e t s  are u s u a l l y  located in d i s t r i c t  

t o w n s  or i n  major s u b - d i v i s i o n a l  t o w n s  such a s  Jaranwala i n  the 

& f a i s a l a b a d  district, t s  n o t e d  i n  C h a p t e r  I ,  m q s t  of t h e  a a r k e t s  
e 

selected a r e  l o c a t e d  i n  areas  w h i c h  p r o d u c e  l a r g e  q u 2 n t i t i e s  of 

m a r k e t a b l e  s u r p l u s ,  They a r e  t h e  m a i n  a s s e m b l y  p o i n t s  for t h e  

marketable stir p l u s  of s u r r o u n d i n g  a reas ,  

, ~ i i r r a r j r  v h o 1 e s a I . e  markets have better s t o r a g e ,  

tranSpocta t i o n ,  c o m m u n i c a t i o n  a n d  w o r k i n g  c o n d i t i o n s  for  b o t h  

of t h e s e  m a r k e t s  -%re l o c a t e d  in specially zones a r e a s  p e r a a n e e t  

o f f i c e s  and a u c t i o n  floors h a v e  b e e n  b u i l t  by t r a d e r s  who hold 

o f f i c i a l  p c r a i  ts tor t h e i r  dzt  ir i t ies ,  A lnost e v e r y  t r a d e r  i 

*- 

(cornmiss~~n a j e n t )  has f a c i l i t i e s  to s t o r e  p r o d u c e  f ~ r  a f e u  I i 

1 
d a y s  ( f r e e  of c o s t )  or - fr)r - l 2 n y e r  p e r i o d s  far _aPr:ominal charge. '  - - -  -4 

i 

Some ' Coamrssion a g e n t s  also p r o v i d e  l o d g i n g  a n d  d i r . i n g  I 
1 

facilities t o  f a r a e r s  and v i l l a g e  t r a d e r s ,  I n  these sarkets ,  

arrangements a Iso e x i s t  to se t t l e  d i s p u t e s  o v e r .  p r i c i n g  and 

w e i g h i n g  of produce, over market c h a r g e s  a n d  other market 

p r a c t i c e s ,  A narket Comrplttee oversees t h e  a c t i v i t i e s  of t r a d e r s  
1 

i n  each market,  1 4  Traders a r e  required t o  k e e p  recorns of the i r  1 
1 

t r a n s a c t i o n s  a n d  report them t o  narket C o u  a i t t e e s ,  flarket I 
- - - - - - - - -- - - - 

1 9  m&t-itt@es w r e  o r l g ~ ~ l l y  cre*d''by a s t a t u t e  . . 

known a s  t h e  A g r i c u l t u r a l  P r o d u c t  Uarket  Act enacted i n  1939 i n  
t h e  u n d i v i d e d  Punjab.  I n  1964,  t h e  G o v e r n m e r t  of P a k i s t a n  
e x t e n d e d  i t  t o  the whole country a f t e r  certain amendments. For 

,5 
d e t a i l s  of t h i s  k t ,  see f 3, 44 3, 



\ 
functionaries. s ~ c h  as weigh ing  men, rho play a ;a jor role in t h e  

0 

m p  
_ - - - --- 

orderly completion of a transaction are a l s o  r e g i s t e r e d  u t h  the 

 re-partition s a r k e t i n g  systra, [ 3 3  Furthermare, t h e  v e i g h ~ n g  

s y s t e m  i n  nrast ~ a r k e t s  has LPCG r r u 0 1 u t 1 0 n i z e d  i n  r e c e n t  years.  

u n t i l  r e c e n t l y ,  manual s c a l e s  were u s e d ,  i-e, t h c y  r e p i r e d  one 

person  t a k i n g  t h e  scale i n  h i l t  han3d to w e i g h  '€Be prtrdurrs hi& 
- 

u s u ~ l l y  led to d i s p u t e s - '  s i l u  s e m i - a u t o m t l c  scales a r e  used, 

which  sake i t  much e i s i e r .  for t h e  p a r t i e s  i n v c J w e d  to observe 
n. 

u e i g k i n g - m a n  i t  nou no more than p u t t i n g  bags of p r o d u c e  oe t h e  

wei . j h i n g  ??ct ine a n d  d i c t a t i n g  t o t a l  w e i g h t  t o  r e c o r d i n g  c l e r k s ,  

F i n a l l y ,  t t e s e  rca r 'net s  u s u a l l y  kave transpor't c o a p a n i d r s  1 o c a t e . d  

e i t h ~ r  i z s r d e  or a d j d c e n t  to t h e  f r e a i s e s ,  v h i c . 5  s a k e s  i t  o l s i e r  

- - f ~ r  f a r a e r s  3rd trzt3ers to a 3 r e  t fw ir  p r o d u c e  t o  o t h e r  markets 
- - ---- - - - -- - -- 

where t h e  p r x c e  ttay be h i g h e r ,  

Priraary markets t r a n s a c t  a large vcltuae- of b u s i n e s s  e v e r y  

day ,  b r o u g h t  here b y  t h e  farmers, v i i i a g e  t r a d e r s  a n d  t r a d e r s  
.- 

f r o a  other p r i a a r y  markets,  T h e r e  are three t y p e s  of t r a d e r s  u b o  

- L e r a r c ,  apartfroPToca1 consumers a n d  r e t a i l e r s  uho caa a l s o  
w 

+ ~%XHV -+villaye t r a d e r s , '  ~ h e f  are  known a s  Selling 

a g e n t s  (Kaclta A r h a t y a s )  and B u y i n g  A g e n t s  (Paccq hghatyas) .  A 



g e n e r i c  term, mComsirsio~ Agentsa, is a l s o  u n d  for a11 ot thrh 
- - --- - 

- 

However, a s j tgn i f i caat  difference e x i s t s  in t \he  natare of t h  
- -- 

a c t i r i t  ies of each t y p e  of comaission ageet, A w m  
u s i l a l i y  s e l l i n g  senices  to r i l l a g e  traders a i d  tamers 

uho b r i n g  the ir  p r o d u c e  on h i s  s h o p ,  and g e t s  a certain 

p e r c e n t a g e  of t o t a l  s a l e s  as his c o a a i s s i o n  or a,LB&* This 

c o a r i s s i o n  is f i x p d  by ?!drket Coraittees, a n d  is a l l o w e d  for 

- - 

p r o v i 3 i n g  tke auc4iem ffrser to ?-rsplay a seHerfs p r o d u c e  anl t  
- 

h e l p i n g  t h e  a g e n t  to f i n d  the h ~ g h e s t  b i l d e z .   hes sell in^ a g e n t  
CL 

a l s o  p r o t i d e s  u e i g h i a g ,  b a g - f i l l i n g ,  I a a d i n g ,  and u n l o a d i n g  

a u y l n g  & g e n t s ,  o n  t h e  ~ t h e r  hand, p l a y  more t h a n  one tole- 

T h e y  dre u s u a l l y  well e s t a b l ~ s h e d  t r a d e r s  dnd buy a s a p r  p a r t  

of the produce e i t h e r  f o r  t h e r s r 3 l k s  OK for others,  They act as 

a g e n t s  f ~ r  t h e  anr 11s and trnJers i n  0 t h ~ ~  ~ U S U ~ L L P  t e r a x m u  
- - - 

- - -- - - --_-- - 

norcover, they k e e p  aa jor  stocks of foudqra in ,  b o t h  for  
0 - 

in termarket  and  i n t e r t e m p o r a l  a r b i t r a g e ,  S t o c k  t a k i n g  is done b y  

* a l l  k i n d s  of t r a d e r s  in these ~ a r k e t s ,  however in v i e w  of more 

quan t i t i tes  of marketable s u r p l u s  p u r c h a s e d  by B u y i n g  A g e n t s  

t h a n  S e l l i n g  Agents, t h e  fotmer i s  expec ted  to h o l d  r e l a t i v e l y  
- --- - 

more s t o c k s .  T h e  exac t  voluses of stock h e l d  a t  d i f f e r e n t  levels 
- -- 

of marketing in P a k i s t a n  is d i f f i c u l t  to determine because of 

t raders  r e l u c t a n c e  t o  release s u c h  in foradt ion  a n d  lack of d a t a  



on stocks h e l d  by farmers, - - -- - - - - -- 

A l l  these traders, a g e n t s  of the f lour tills, and outside 
- - -- -- 

t r a b e r s  a l o n g  w i t h  local c o n s u m e r s  a n d  retai lers ,  i n d i c a t e  

demand for a n y  a g r i c u l t u r a l  c o m m o d i t y  on a p a r t i c u l a r  day. They 

move a r o u n d  d i f f e r e n t  shops, w h e r e  t h e  p r o d u c e  is kept i n  b a g s  

7' or i n  open s p a c m - i n  front of e a c h  shop and buy their d e s i r e d  

q u a n t i t y -  In n o s t  of these m a r k e t s ,  open bidding ~ e t h o d s  a r e  

u s e d  to sett le  t h e  price, H a m e v e r ,  in some p l a c e s  b i d d i n g  

t h r o u g b  a p i e c e  of a p a p e r  is  a l s o  observed- In any  case, t h e  . 
transaction t a k e s   lace o n l y  if the h i g h e s t  b i d  i s  acceptable to 

t h e  sign l a n g u a g e  a n d  undercover ~ r i c i n g  r a e t h o d s - I s  
/ 

Ter z i r i a l  5 a r k e t s  -- 

centres,  Karachi  a n d  B a u a l p i n d i  a r e  t h e  best e x a r p l e s  of t h i s  

k i n d  of market, Rost of  t h e  m a r k e t a b l e  s u r p l o s  of a g r i c u l t u r a l  

c o z a o d i t i e s ,  i s  n l t  i s a t e l y  routed t o  these markets.  Foreigr. 

trade is a n o t h e r  r e a s o n  for t h e  f low of the marketable s u r p l u s  

t o  ~ a r a k h i .  Traders i n  t e r m i n a l  markets are usually v k o l e s a l e r s  

u h o  s u p p l y  g r a i n  to mills f o r  p r o c e s s i n g  and to reta i lers ,  The 

Is In the p a s t  khe t r ade r s~~~& to s e t t l ~  the price by p a t t i n g  
t h e i r  hands u n d e r  a corer and o s i n g  soae s i g n  language  which was 
not known to  the f a r m e r s ,  ' F  This - method is prohibited oou by 
sarket  coisittees, However A, A f i  [ 3  1 i n  his survey of m a r k e t s  
i n  t h e  e a r l y  s i x t i e s  f o u n d  t h a t  i n  a b o u t  20% of the cases prices 
a r e  s t i l l  settled by sign l a n c p a g e -  



majority of traders a r e  B u y i n g  Agents, u h o  b u p  fro@ othe-r- - -- 

markets through the ir  ageats or d i r e c t l y  when produce is brought 
-- 

there  from other regions,  These markets are  t h e  b e s t  

w e l l - e q u i p p e d  i n  the country. S i n c e  traders here are  well 

established and d e p e n d  o n  s u p p l i e s  from other markets, t h e y  have 

access to  a l l  t h e  modem f a c r l i t i e s  for approaching t h e i r  agents 

i n  l o v e r  level markets. ?!any t r a d e r s  h a v e  t h e i r  ovn trucking I 
i 
i 

c o e p a n i e s ,  T e l e v a p h  and telephone services are  e a s i l y  

a v a i l a b l e ,  

cttz Kar ke t ix C h a n n e l s  

3e have s o  2 a r  d f a i t  vith three c h a c n e l s  of c a r k e t i n g  w h i c h  

a r e  t r a d i t i ~ n a l l y  c o n s i d e r e d  t o  b e  t h e  most i a ~ o r t a n t  links i n  

the a g r i c u l t u r 2 1  a a r k e t i n q  s y s t e r :  of the c o u n t r y -  k l s o ,  t h e s e  

H X  

g e w r a l l y  a v a i l a b l e ,  O n e  of  t h e  l e a s t  e x p l o r e d  tzar keting 

c h a n n e l s  in P a k i s t a n ,  h o w e v e r ,  is t h e  exchange  b e t w e e n  a 

c u l t i v a t o r  (or r i l l a g e  t r a d e r )  a n d  t h e  urban  cocsuner,  D u r i n g  

t h e  course ,of our s u r v e y  a l a r g e  number of v i l l a ? €  traders 

( p a r t i c u l a r l p  those d e a l i n g  i n  rice) revealei l  t h a t  t h e y  sold a 
I 

significant portion of t h e i r  produce directly t o  c i t y  consumers 1 
or r e t a i l e r s ,  This: practice h a s  s e v e r a l  i m p l i c a t i o n s ,  First, i t  I 

- - - - - - -- - -- 
t 

i d e n t i f i e s  the p e o p l e  uho k e e ~  stocks of f o o d g r a i n s  other than  f 
-- -- - - - - - - - - - 

the t r a d i t i o n a l l y  p e r c e i v e d  traders like v h o l e s a l e r s ,  

c o n s u a e r s  who ,buy  i n  b u l k  also sell t o  other c o n s o s e r s  in urban 

50 - 



areas when p r o f i t a b l e  o p p o r t u n i t i e s  - arise, - - Second, - - - - - such - - - 
- 

s a r k e t  ing on tlets enable c u l t i v a t o r s  and village traders to 
- - - %  - -- 

owe rcole o f f i c i a l  restrictions on s e l l i n g  -commodities like rice 

in t h e  open a a r k e t ,  T h i r d  a major portion of marketed surplus  

may not  pass through a large chain of middlemen ,  It is q u i t e  

possible t h a t  a s i g n i f i c a n t   ort ti on i n v o l v e s  j u s t  o n e  or two 

intermediaries, For our p u r p o s e ,  h o w e v e r ,  t h e  "visibleM channels 

of earketing are aura i s p o r t a n t ,  1 6  

- - -- -- - - - - 

SO far v e  t a o e  e x a z i n e d  various channels of marketing 

a g r i c u l t u r a l  commodities and the role p l a j e d  by different 

f a n ~ t i o n n  r i e s  v i t h i c  a F a c t  icular market- Before c l o s i n g  our 

d i s c i s s i o n  o n  t h i s  a s p e c t ,  it is inportant t h a t  m e  look a t  t h e  

h 
n a t u r e  of i n t e r s a r k e l  f I o u s  of t h e s e  c o a a o d i t i e s ,  the role 

- 
- a - - - -  

p l a y e d  tj- t r a d e r s  ic s u c h  f l e v s ,  a n d  the way information about 
C 

rarket c o n d i t i o n s  is 3 i s s e a i n a t e d -  

r b  R e c e n t l y ,  governrezit a g e r c i e s  s u c h  a s  t h e  P r o v i n c i a l  Food 
D e p a r t s e n t s ,  Pakistan A g r i c u l t u r a l  Storage and Supplies 
Corporation { P & S J T O f ,  a n d  ration s h o p s  b h v e  b e c o n e  i n p o r t a n t  
c h a n n e l s  through uhich a s i g n i f i c a n t  aaoont of " e s s e n t i a l "  
f o o d g r a i n  i t e r s  r e a h  co=lsu=rs. H o u e v e t ,  for mst of t h e  pe- 
coviired h j  this s t o d f  (1955-39793, a l $  the mjor i tgr icsf tarai  
comsodit ies ,  except r i c e  (Basrati)  , were h a n d l e d  by p r i v a t e  
aarXetTii3 sjsteiS, S n T  government  agencies bought thei r  desired 
stock from t h e  markets,  For further cosaents on t h i s  point see 
C h a p t e ~  7 of-*is stadt. - -- - 

- 



The v i l l a g e  trader 's  primary job is to assemble  p r o d u c e  

from r u r a l  areas a n d  t a k e  it to primary a r  terminal markets, 

Because  h i s  s c a l e  of operat ion  is s a a l l  he plays a r e l a i v e l y  
4 

small r o l e  i n  i n t e r - m a r k e t  flows, 

F l o v s  between prinrary a n d  t e r m i n a l  markets are s i g n i f i c a n t  

in i n f  f w n c i n g  p r i c e s  at cYeM level- Sozae p r i z a r y  raarkets  are 

r e l a t i v e l y  more i m p o r t a n t  because t h e y  are a s s e n b l y  p o i n t s  f o r  

smaller primary markets, Ue may distinguish them by c a l l i n g  t h e o  

Paisalabad, and Yultan and in Sind, Hyderabad, Nawabshah a n d  

S u k k a r ,  are  3 r o m i n e n t  w a s s e m b l y  markets." They a t t r a c t  customers 

fron t e r m i n a l  sarkets who make t h e i r  *purchases i n  three  

d i f f e r e n t  uays: 
a 

3 ,  Traders frua t e r a i n a l  ~ a r k e t s  visit these m a r k e t s  i n  h a r v e s t  
- - - --- - - - 

season because of t h e i r  re ~ u t a  t i o n  a s  a s s e ~ b l i r t g  centres, 

These v i s i t s  usually cause a b u l l i s h  terdency in t h e  market. 
- - 

------ - 

_ -  - 
2. I b e  a s s e ~ b l g  3 a r k e t s  r e c e i v e  orders from t e r m i n a l  a a r k t t s  

for large-scale purchases, Traders i n  the w i m p o r t i n g ~  

markets ( t e t a i n a l  markets) aake a c a r e f u l  survey of price 

quotations received fro. assembly aarkets- There is usually 

keen c o ~ p e t i t i a n  a s o q  a s s e n b f y  a a r k e t s  f o r  ardets from 

terr inal  markets. This k e e ~ s  p m i e  a s s e m k l y  -a, 

Par with one - a n o t h e r ,  X f  a price q u o t a t i o n  fron the n e x t  

assembly - -  - - market is s l i g h t l y  - lower, an n i m p o r t e r a  u s u a l f y -  



s h i f t s  to' t h a t  market, T h e  price level in- soall- mrltets-is 
,. 

assembly e a r k e t s ,  B o t h  c u l t i v a t o r s  a n d  village t r a d e r s  would 

t a k e  their produce t o  t b e  assembly market if 'the price i n  

t h a t  market o f f e r s  a prof i t a b l e  o p p o r t u n i t y ,  - - 
3.  Traders i n  t e r a i n a l  markets a d v i s e  their a g e n t s  i n  a s s e ~ b l g  

sarkets  t o  purchase p r o d u c e  on t h e i r  own a c c o u n t  t o  b e  

s h i p p e d  t o  t h e b  l a t e r  i n  t h e v  season. T h i s  requires t u t u a l  

t r u s t  between a t r a d e r  and h i s  agent, For t h i s  r e a s o n ,  

t r a d e r s  i n  the a s s e e b l y  and  p r i m a r y  m a r k e t s  are i n d o c e d  to  

P r a c t i c e s  a d o p t e d  b y  t raders  t o  g e t  i n f  o r n a t i o n  a b o u t  o t h e r  

p r o d u c t s  a n d  o n  p r i c e s ,  I n  P a k i s t a n ,  p e r s o n a l  c o n t a c t  i s  t h e  

a o s t  i z p o r t a n t  s o u r c e  of such inforlaation.  Although c r o p  

p r o 3 r r c t i o n  a n d  prices are  reported i n  n e w s p a p e r s  a n d  a r e  
e 

broadcast o n  r a d i o ,  heavy r e l i a n c e  is p l a c e d  o n  information 
. - 

g a t h e r e d  t h r o u q h  p e r s o n a l  c o n t a c t ,  T r a d e r s  i n  p q i m a r y  sarkets 

g e t  i n f o r m a t i o n  a b o u t  crop conditions b y  t a l k i n g  t o  c u l t i v a t o r s ,  

I n  order to  e s t a b l i s h  t r a d i n g  c o n t a c t s ,  t r a d e r s  i n  primary 
- - - - - - - - - 

A 

and t e r m i n a l  markets send t h e i r  agents to various aajor m a r k e t s -  

c o n 3 i t i o n s  i n  i m p o r t a n t  c e n t r e s .  T h i s  i s  o n e  o f  t h e  old 



t 

I 
t 

practices which is still v e r y  w i d e l y  used, Once such contacts 
- - -  - - - -  

are established, t h e r e  i s  mutual understanding -about t h e  free , 

-- - - - - -- - - - - 

exchange of market i o t e l l i g e n c e ,  Traders i n  sone markets .  also 

ose postcards, telegrams and t e l e p h o n e  to maintain their 

c o n t a c t s  w i t h  t raders  i n  other markets .  
P 

3ovesent  of f e l l o w  t r a d e r s  is a n o t h e r  scurce of 

i n f o r ~ a t l o n ,  E v e r y  t r a d e r  i~ a primary market is on t h e  l o o k - o u t  

for a n y  or3er  t h a t  h i s  f e l l o s  t r a d e r s  n a y  r e c e i v e  from other 

a a r i ~ t s ,  I f  h e  n o t i c e s  a h e a v y  order from a p a r t i c u l a r  t e r m i n a l  

market, h e  wou13 .  u s u a l l y  c o n t a c t  h i s  own c o u n t e r p a r t  i n  t h a t  

~ ~ ! Q 2 +  tQ get siai_lar arders, 

93itever, t h e  overall c o n d i t i o n  of n a r k e t  i n t e l l i c j e n c e  i n  

P a k i s t a n  is n o t  v e r y  e n c o u r a g i n g ,  3se ~f personal c o n t a c t  

remains the domir iaa t  sodrce of i n f o r s a t i o n ,  O t h r r  33urces such 

a s  n s u s p a p e r s ,  r a d i o  a n 8  T.F. a r e  either not very reliable or 

a e d e r - u t i . l i s e d ,  Very little r e s p o n s i b i l i t y  is  showti  i n '  

c o l l e c t i n g  prices for r e f o r t i n ?  purpos6<  A s  a r e s u l t ,  n e i t h e r  

traders n o r  c u l t i ~ a t o r s  p u t  much r e l i a n c e  o n  reedia in•’ orma tion- 

S i ~ r l a r l y  , the c o ~ ~ o n i c a  tiqn _. system, particuf a r l y  t e l e p h o n e  

service; i s  n o t  v e r y  eff  i c i e r t ,  I n  prirrary markets, there  a r e  . ' 

many traders  who do not h a v e  their o w n  telephone and t h o s e  u h o  

h a v e  this facility face n u m e r o u s  difficulties i n  a p p r o a c k i n g  1 
- - -  -1 

-- 
traders i n  d i s t a n t  centres due t~ lack of direct l i n e s  to sucrhC i 

3 
i 1 

places. 1 7  P o o r  c q a n a n i c a t i o n  f a c i l i t i e s  - e x p l a i n  - to. soee - - extent 

uh J many underdeveloped c o u n t r i e s  lack futures markets and q u i c k  
- --------------- -_ -- 

1' Be mere t o l d  that i t  took two t o  t h r e e  years t o  get a p h o n e  
connection i n  s o n e  cases, - 







e v i d e n t  from this tab1 c t h a t  the number o f  traders --(i. e. 

time v i t h  the e r c e p t i o n  of r e c e s s i o n  y e a r s  such as 196566 and 

1971-72-  An i m p o r t a n t  item t o  n o t e  is t h e  r e l a t i v e l y  g r e a t e r  

i n c r e a s e  i n  t h e  n n i a b e r  cf t r a d e r s  a f t e r ,  1967-68 c o m p a r e d  w i t h  

the earliez p e r i o d ,  T h i s  inay b e  due $0 a d r a ~ a t i c  i n c r e a s e  i n  

p r o d u c t i o n  of two main  a g r i c u l t u r a l  c o m m o d i t i e s ,  w h e a t  a n d  rice, 

s icce 7967-68 ,  p r o v i d i n g  p r o f i t a b l e  o p p o r t u n i t i e s ,   his, of 

c o u r s e ,  w a s  zade  p o s s i b l e  by Neasyn e n t r y  c o n d i t i o n s  which 

p r e v a i l e d  i n  these ea  rkets ,  

., , 

I n  s e n e r a l ,  tkere a r e  t h r e e  i r i n d s  of f a c t o r s  k c  may 

r e s t r i c t  e n t r y :  s o c i a l ,  g o v e r n i a e n  t a l  a n d  f i n a n c i a l .  

I n  a g r i c u l t c r a l  m a r k e t s  i n  P a k i s t a n ,  social factors were - 
- - . - - 

t h o u g h t  t o  b e  r e l a t i v e l y  rcore i m p o r t a n t  be fo re  1947 ,  d u e  t o  

caste b a r r i e r s  o r  h o s t i l e  business tactics of the e x i s t i n g  

t r a d e r s .  H o w e v e r ,  no such p i c t u r e  e m e r g e s  when ue l o o k  a t  t a b l e  

2 - 1 1  showing the d i s t r i b u t i o n  of t r a d e r s  b y  c o m m u n i t i e s  i n  
e 

3 i f  f erent  markets i n  P a k i s t a n  i n  1981. An i m p o r t a n t  a s p e c t  o f  

1. It  Bay b e  a e n t i ~ n e c i  h e r e  t h a t  e v e n  t o 3 a y  i n  most parts of the - 
P u n  jab a n d  Sind p e o p l e  are known by t h e i r  castes which a re  b a s e d  
o r  t h e  professions u i t h  w h i c h  t h e i r  families uere a s s o c i a t e d  in 
t- pdst- a person b-ciT-mnijmy-m a ~ s h o e r n a k e r w s ~ y ~ ~ l  b e  
c a l l e d  by his family ~ r o f e s s i o n  even i f  h e  h a s  itoved t o  some 
at& %r&e, Sw=k a 

. . 
i z - r a r y  to Is lam,  

3 o n i n a n t  f a i t h  o f  the  people of P a k i s t a n ,  a n d  is a r e m n a n t  of 
the FIindu s o c i a l  structure, of w h i c h  P a k i s t a n  was p a r t  o n l y  35 
years ago .  

4 
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t h i s  d i s t r i b u t i o n  is t h a t  the major i ty  of t r a d e r s  come from 

those communities Yhich are g e n e r a l l y  c o n s i d e r e d  haxe no 

a s s o c i a t i o n  w i t h  t h e  ' t z a d i n g  profession*. O f  t h e  109 t r a d e r s  

i n t e r v i e v e d  t h e  f a m i l y  p r o f e s s i o n  o f  t e n  were s h o e ~ a k i n g  o r  

c 3 r p e n t r y ,  70 were p o t t e r y - r c a k e r s ,  a n d  p a r t - t i n e  g r a i n  m o v e r s  in 
t 

t h e i r  v i l l a g e ,  13  came   fro^ f a a i l i e s  who a r e  / c a l l e d  ' t e l i l .  

( e d i b l e  o i l  s e l l e r s ) ,  which  i s  a j o b  d o n e  by some  p a r t - t i m e  f a r m  

w o r k e r s  to s u p p l e ~ e n t  t h s i r  i nccme, There were 40 who u s e d  t o  b e  

f a r3e r s  t h e m s e l v e s ,  a z d  25  u h o  s t i l l  h a v e  t h e i r  f a o n i l i e s  

o p e r a t i n g  t h e i r  fa-, ~ h e r ' e  vere o n l y  30 c o a z i s s i o n  a ~ e n t s  who 

i c a ~ e  fros f a m i l i  s t r a d i t i o n a l l y  a s s o c i a t e d  v i t h  . r e t a i l  o r  

u h o l e s a l e  t r a d e s .  

A c o a p a r i s o c  of t h e  j i s t r i b u t i o n  of t r a d e r s  i n  P a i i i s t a n  

u i t b  t h a t  i n  ' a t a r a s b t r a  S t a t e  of  I n d i a  is presented i n  T a b l e  

2 . 1 2 .  I t  r e v e a l s  that i n  I n E i a  o n e  o r  two m a j o r  c o m n u n i t i e s  - 
s t i l l  c o n t r o l  t h i s  t r a d e .  Very  few of  t h e  t r a  rs  coriie frcm 7 r 

. f a r a i n g  c o s ~ u n i t i e s ,  o r  ~ r o f e s s i o r i s  v h i c h  a r e  r r a d i t i o n a i l y  n o t  
d 

, . 
r e l a t e d  t o  the business class, 

The c o n p o s i t i o n  of t r a d e r s  i n  P a k i s t a n ,  t h e r e f o r e ,  r e v e a l s  

a r e l a t i v e l y  g r e a t e r  s o c i a l  f r e e d o a  of  entry a n d ,  the  e x i s t e n c e  

of b o t h  v e r t i c a l  a n d  h o r i z o n t a l  m o b i l i t y  i n  t h e  a g r i c u l t u r a l  

m a r k e t i n g  system, People from a l l  b a c k g r o u n d s  vere a b l e  t o  enter  . 

agricultural . . trade, 

G o v e r n l ~ e n t a l  r e s t r i c t i o n s  i n  P a k i s t a n  coae mroug> €lie T 
- 

issaanee of 1- te traders, which  are eixiIab%e + e v e q w m e  - 

who applies, T h u s ,  i n  practice i t  is n o t  a r e s t r i c t i o n .  

=. 
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Table 2 . 1 2  

B r c a i h  of Traders by C a s t e  or Cormuni t i e s  in 
P r i - ~ r y  ' a r i e t s  of Eatarashtra (India), 1909. 

Yarkers 

C a s t e  or 
Ccarinity Latur P a r l i  Parbha;i 3znded Saflu 2aIna iota1 2 

2 . .  C u j r a t h i  12 t 6 b 10 33 ?b 9.30 

5 .  Jain 2 C 16 G 4 0 27 Z.69 

5 .  r c j t i  3 G G 2 0 o G 23 2..62 



F i n a n c i a l  requirements are o f t e n  the nost s t r  gent I i m i  ts 

on e n t r y  to a n y  i n d u s t r y ,  In the case of agricultnral,~arkets in - 

P a k i s t a n ,  this restriction is n o t  o p e r a t i v e .  A c c o r d i n g  t o  s o q e  

traders, whoa we i n t e r v i e u e d ,  practically n o  c a p i t a l  was 

r e q u i r e d  t o  be  a s e l l i n g  a g e n t  aboclt , ,  t w e n t y  years ago. The 

g o o d w i l l  of a n  i n l i r i d u a l  t r a d e r  o r h i s  f a n i l g  was e n o u g h  t o  

a t t r a c t  cgstoters from rural a rea s ,  who n o t  only would sel l  

\ 
t h r o u g h  t h e i r  f a v o r i t e  t r a 3 e r  b u t  a l s o  lef\\hirr, use t h e i r  c a s h  

r e v e r , u e  f o r  a l is i tet l  period, T h i s  tiapzened b e c a u s e  for  a farmer 

t h e  t r a j e r  u a s  n very i s ~ o r t a n t  social link i n  t'be c i t y ,  u h i c h  - 

ke c331d v t i f i z e  for 3 d g i n g  a n d  a i n i n g  n e e d s  a n d  for esergency 

133 ns, 

?!are r e c e c t l y ,  ho.ever,  the s o c i a l  l i n r  is  on t h e  d e c l i n e  

b e c z ~ s e  of o t h e r  3 1 t e r n a t i v e s  s u z t  a s  h o t e l s  f o r  l o d g i n g  a n d  

k 3 n k s  for l o a n i n 3  v ? . i c h  3re now  ore e a s i l y  a v a i l a b l e  t o  f a r a e r s  

~ ~ " L S C I  k e c a u s e  o f  t h e  r 3 c i 3  t r a r . s f o r n a t i o n  of a g r i c u l t u r e  from 
- 

k a s  i c a l l y  a s u  c s i s t ~ s z e -  3 r i f . n  t e d  to s u r p l u s - c r e a t i i l g  a c t i v i t y ,  

C a p i t a l  r e ~ u i r s s e n t s ,  h o w ? v e r ,  h a r e  i n c r e a s e d  significantly o v e r  

t iiie, Due t o  cf ianjes i n  t e c h n o l o g y ,  fixed c a ~ i t a l  reyuirenents 

k a v ~  p a r t i c u l 3 r l y  increased i n  r e c e r t  y e a r s 1 9  Fixed a s s e t s  such  

as a o t o r a t i c  u e i g h i n g  m a c h i n e s ,  s t e e l - t a d e  s a f e t y  lockers, 
I 

* 

t e l e p h o n e  sets, a n d  sose modern furniture h a v e  all become 

r ~ e c e s s a r g  i t e r s ,  I n  s o l e  cases, one m i g h t  h a v e  to  p a y  a l a r g e  



Table 2.13 

'I%e Warurr of Ffxed Costs in Operating a Comiss ion Agency 
in P r f x r y  Agricultural Yari .ets  i n  Pakistan 1380-81. 

Ccmponents kotlnt in 2 
of Fixed Corcr P.;pees 

1. Furniture 
1 1000.00 6 -02 

3. Scale 3 W . W  1-61 

8 .  Cash fc E a d  5 W . G O  30.12 

Total 



Table 2- 13 provides a breakdown of the fixed costs to open 
- - - - - - - pp - 

a  coaaission agency i n  a pr imary  market i n  1981, T h e s e  are 

average  e s t i s a  tes based  o n  our s u r v e y .  Total fixed cost of 

Fs. 1 6 , 6 0 0  ( a p p r = t x i a a t e l g  U.S, 51400) required t o  enter t h i s  

t r a d e  i s  n o t  a v e r g  l a r g e  amount,  compared to other a l t e r n a t i v e s  

such a s  manufacturing  cr f o r e i g n  t r a d e .  

F i n a n c i a l  constraints, however, tend t o  be  Bore severe for  

t h e  neu entrants w h e n  j u d g e d  from t h e  p o i n t  of view of their 

a b i l i t y  to raise c a ~ i  t a l  from e x t e r n a l  sources ( i - e -  financial 

~ a r R e t ) .  In t h i s  a ,  t ~ e u  e n t ~ a n t s  a ~ e  put i n t o  a - - 

relatively less competitive position and nay be forced out of 

business. Hovsver it is ironical to note t h a t  v e r y  l i t t l e  

o p p ~ r t n n i t i e s  exist f o r  sos t  t raders  t o  borrow from t h e  

f i n a n c i a l  market. They usually borrow from the ir  own sources, 

s a c h  a s  f r i e n d s ,  r e l a t i v e s  and ir m l n y  cases u e a l t h l y  farmers, 
- -  - 

who a l l ~ v  t h e a  t o  d e f e r  their p a y s e n t s  of sale proceeds f o r  a 
- 

l i m i t e d  p e r i o d ,  e i t h e r  free of i n t e r e s t  O F  for s u c h  benefits as 

occasiocaf l o d g i n g  and d i n i n g  f a c i l i t i e s .  

Tra!e r s  who can 5or rou  f ror t h e  f i n a n c i a l  aarke t ,  h o w e v e r ,  

a r e  v e r g  l i k e l y  to reap e c o ~ o a i e s  of s c a l e  more than the ir  

c o a p t i t o r s ,  a n d  thus can gain a larger  share  of the ~ a r k e t ,  In 
e 

our  s u r v e y  results, presented i n  T a b l e  2- 14, ue f o u n Q  t h a t  most 

mf tTze tea3ers ~ e f  i& Q% U i r -  o u n i t ~ n b s ,  8niL L o r r o u e 6  capital 

uas e t h a ~  2 s  n f  the total c a p i t a l  u s e d ,  There 'uere  o n l y  

1 6 - 9 5  of t f a 3 e r s  whose share o f  borrowed capital was @tween 25 





to  0 0 %  a n d  8-12s of t h e n  used 40-50% borrowed - - f u n d s .  - -  -- Hot -- a 

s i n g l e  trader was found to hawe borrowed ~ o r e  than 50% of h i s  

t o t a l  o u t l a y . r  

Two main  f a c t o r s " c a n  explain t h i s  s i t u a t i o n ,  O n e  of them 

o b o i o u s f y  is t h e  r e l a t i v e l y  f i n i t e d  a v a i l a b i l i t y  of s u c h  funds 

from c o ~ s e r i c a l  b a n k s  a t  rates acceptable t o  traders, a s  the 

banks o s u a l l y  h e s i t a t e  to lend o u t s i d e  the r e l a t i v e l y  a d v a n c e d  

sectors of industry and f o r e i g n  trade, S e c o r d l y ,  most of the 

t r a d e r s  do c o t  l i k e  t o  expose t h e i r  t r a d i n g  a c t i v i t i e s  s u c h  a s  
G 

k e e p i n g  of  s t o c k s  to others, for  fear of government i n s p e c t i o n s  _ 
4 cBecks,2Q W Z F q  xi& k b  s t a k e a t &  W, a& 

p 3 r t i c u l a r l y  b o r r c u i n g  from them, could r e s a l t  i n  s u c h  a n  

e x p 3 s n r e .  

As f a r  a s  v i l l a g e  t r a d e r s  a r e  c o n c e r n e d ,  t h e i r  =a jor cos ts  

are on a feu j u t e  b a g s ,  scales and w e i g h t s  a n d  soae means of 

t r a 2 s p o r t a t i o n  to eove a r o u n 5  i n  r u r a l  areas,  The most i spor tanbt  
- -- -- - -- , - 

f a c t o r  d e t e r m i n i 1 1 7  e n t r y  i n t o  t r a d e  a t  t h e  village level, 

tberef ore, i s  e n t r e p r e ~ e o r i a l  a b i l i t y  w h i c h  depends o n  s e v e r a l  

f a c t o r s  i n  a  v i l l a g e  s e t t i n g ,  Sducational l e v e l ,  f a m i l y  

5 a c k g r b u n d  a n d  c o m p o s i t i o c ,  and the nature of land- h o l d i n g  are 

soae of t h e s e  factors,  S i n c e  these barriers are a p p a r e n t l y  n o t  

t h e  creation of a g r i c u l t u r a l  markets, we d o  n o t  consider them 

z o  G o v e ' r n m e n t a l  i n s p e c t i o n  is d i s l i k e d  s i n c e  most traders  t r y  to 
a v o i d  t a x e s .  



- -- - 

One of the i m p o r t a n t  c r i t e r i a  a p p l i e d  very widely in 

identifying market s t r u c t u r e  is t h e  d i s t r i b u t i o n  of sales among 

traders i n  an  i n d u s t r y  [ B  1, h c o ~ p e t i t i v e  m a r k e t  s t r u c t u r e  is , 

characterized by the existdnce of t r a d e r s  e n j o y i n g  o n l y  a s m a l l  

share of  t h e  t o t a l  business such t h a t  any  change  i n  price by t h e  

i n E i v i d u a f  trader s h o u l d  h a v e  an insignificant ef fec t  o n  t h e  

p r i c e q u a n t i t y  decisions of other traders, A c e r t a i n  degree of 
w 

monopolistic power w i l l  be en joyed .if, other things b e i n g  e q u a l ,  

-&y a f w  k r - s  can&~n;L a n a * ~  share o f  t o t a l  sales, ' - 

C o n c e n t r a t i o n  ratios or the ratio of i n d i v i d u a l  f-ire's s a l e s  t o  

t o t  31 sales of an i c d u s t r y  is o n e  of the widely-used measures to  d 
e s t i a a t e  degree of izonopoly power, 

Table 2, I S  p r e s e n t s  t h e  percentage of  u h e a t ,  r i c e  and  graP; 

ptrrchased by d i f f e r e a t  c a t e g o r i e s  of traders i n  various  primary 'L - 
- -- 

s a r k e t s  of P a k i s t a n  d u r l n g  1973-1976, Data on s a l e s  were 

collected from t h e  ueekly reports of Harket C o m m i t t e e s -  

In T a b l e  2 - 1 5  a r e  presented t h e  s h a r e s  i n  t o t a l  sales of 
L 

three s a i n  c o t s o d i t i e s  enjoyed b y  t h e  top five and t o p  t w e n t y  

f i r s  i n  t e n  aajur ~ r k e t s  of Pakistan, I t  is a p p a r e n t  from 

t h e s e  s a l e s  ratios t h a t  the d i s t r i b u t i o n  of sales is  n o t  

s y a s e t r i c a l  In sowe cases t h z  top f i r e  f i r a s  c o n t r o l  a s  nu& a s  

25% of kc&U sah%i-of b c o m d i t y  like gram, Similarly, t h e  t o p  

sales of uheat ,  In the case of graa,  the sales r a t i o  o f  t h e  t o p  
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t w e n t y  firms i s  a s  h i g h  a s  5 2 s  i n  o n e  o f  the markets,  However, 
- 

t h i s  c a n n o t  b e  i n t e r p r e t e d  as  a proof of monopoly power. R e  m u s t  I 
- -- - L 

look a t  t h e s e  r a t i o s  i n  c o n j u n c t i o n  w i t h  o t h e r .  f a c t o r s  which may 

o r  map - n o t  a l l o w  t h e  t o p  firms t o  i n f l u e n c e  p r i c e  tx a c t  i n  a 

collusive manner ,  Snch f a c t o r s  are: 

1. t h e  n a t u r e  of e n t r y  i n t o  trade; 

2 .  t h e  n a t u r e  cf c o o p e r a t i o n  among t r a d e r s ;  a n d  

3, t h e  a v a i l a b i l i t y  of funds f r o m  f i n a n c i a l  i n s t i t u t i o n s ,  
Oi 

In an ear l ier  section, ue h a v e  s h o w n  t h a t  e n t r y  i n t o  g r a i n  t r a d e  

is  relatively e-asy a l ~ o s t  a t  every l e v e l  of m a r k e t i n g ,  T h e  

chances af s u c h  e n t ~ y  ~ L E Q  v e f y  f e a f  k c a q s e  neither g u v e r n ~ e ~ t t a l  

cor f i n a n c i a l  r e s t r i c t i o p s  a r e  very s t r i n g e n t ,  T h e  s e c o n d  

important factor v h i c h  i n d i c a t e s  why  t r a d e r s  h a y  n o t  a c t  i n  a 

co l  L u s i v e  m a n n e r ,  d e s ~ i t e  some o t thes h o l d i n g  

d i s p r o p o r t i o n a t e l y  l a r g e  s h a r e s  of t o t a l  s a l e s ,  is the lack of 

cooperation among traders  e v e n  for rnotnal r e v a r . f s ,  w h i c h  m a p  b e  
- 

evident f r o m  ( a )  t h e  nature of p a r t n e r s h i p  anc? (b )  a t ~ s e n c e  of - 
I 

.) t r a d i n g  o r g a n i s a t i o n s ,  

H a t a r e  a n d  E x t e n t  of P a r t n e r s h i p  
I _  - -- 

.a 
In t h e  agricultural markets of P a k i s t a n  t h e  single f a n i l y  

firm is still t h e  dominant e n t i t y ,  nost of  t h o  f i r n s  a r e  
- - - -- -- 

p a r t n e r s h i p s  between i n t e d i a t e  neabers of a f a m i l y  (between 
-- - -- - - - - 

brothers or  b e t w e e n  a f a t h e r  a n d  h i s  son(s)) , a n d  v e r y  feu o f  

68 



them i n v o l v e  members of d i f f e r e n t  f a s i l i e s , * l  O f  t h e  109 t r a d e r s  

we surveyed,  only 15 were p a r t n e r s h i p s  b e t w e e n  different 
- - - - - - - - - -  

families, and even t h e s e  were d u e  t o  t h e  f a c t  t h a t  the t r a d e r s  
r -.. 

b e l o n g e d  e i t h e r  t o  the same v i l l a g e  o r  e t h n i c  g r o u p ,  T r a d e r s  i n  

these m a r k e t s  are so distrustful of each o t h e r  t h a t  n o  . o n e  is 

v i l l i n g  t o  s h o w  h i s  r e c o r d s  to a n y o n e  o t h e r , t h a n  h i s  p a r t n e r ,  So 

much s o  t h a t  t h e  a c c o u n t a n t s  e m p l o y e d  are u s u a l l y  from t h e  

immediate f a m i l y ,  S u c h  an arrangement both h e l p s  and  h i n d e r s  t h e  

e f f i c i e n c y  of the p r e s e n t  s y s t e m ,  I t  h e l p s  to t h e  e x t e n t  t h a t  i t  * 

does n o t  encourage  c c r l J u s i v e  b e h a v i o r  which c o u l d  uea k e n  

coapet i t iveness ,  Qa the a t h e r  hand, t h i s  reflects a v e r y  

i n w a r d - l o o k i n g  a t t i t u d e  of t r a d e r s  a s  a  c c n s e q u e n c e  of which 

' t h e y ,  may n o t  b e  a b l e  t o  ~ a k e  the b e s t  u s e  of a v a i l a b l e  

resaurces, S i n c e  b u s i n e s s  o p e r a t i o n s  a r e  k e p t  undisclosed. t o  

6 t h  ers, any w e a k n e s s  in f f ianagement  may go unchecked, r e s u l t i n g  

i n  b u s i n e s s  f a i l u r e s .  
- 

i 

Absence of T r a d i n g  O r q a n i z a t i o n s  -- 

Lack of a c t i v e  c m p e r a t i o a  among t r a d e r s  is a l s o  e v i E e n t  

f r o 3  t h e  absence of a n ?  major or s t r o n g  t r a d e  o r g a n i z a t i o n -  The 

f e y  t r a d e r s *  associations vhich do e x i s t  are simply spokesmen of 

t r 3 3 e r s S  i n t  rests a t  t h e ,  g o v e r n e e n t  l e v e l  and t k u s  a c t  a s  a b - 
political pressore  gruup, Even t h i s  k i n d  of objective is  n o t  

Sind p a r t n e r s h i p  between individuals crf d i s t a n t  f a m i l i e s  i s  
r e l a t i v e l y  more c o n n o n  t h a n  i n  t h e  Punjab m a r k e t s -  



served e f f e c t i v e l y ,  a s  t h q  majority of t r a d e r s  remain 

' i n d i f f e r e n t  t o  t h e  activities of s u c h  o r g a n i z a t i o n s .  Except  -for 

t u o  o r  t h r e e  m a r k e t s ,  most of t h e s e  o r g a n i z a t i o n s  d o  n o t  have 

& h e i r  own off  ice premises. > 
F i n a l l y ,  we r u s t  also n o t e  that c o m p a r e d  t o  o t h e r  

a c t i v i t i e s  a . ~ r i c n l t u r a l  a a r k e t i n g  i n  Pakistan h a s  a l u a  y s  

> remained a l e s s  s o p h i s t i c a t e d  a n d  n o t  so-wel l -respected  e c o n o m i c  

a c t i v i t y , z 2  For one t h i n g ,  t h e  ~ e o p l e  who furction a s  traders 

h e r e  a r e  n o t  well e d u c a t e d ,  Rany  of t h e m  vere farmers who lived 

in a village a rea  where t h e  e d u c a t i o n a l  l e v e l  v a s  very low- 

C t h e r  p a f t i c i  a n t s  in this t r a d e  may s o m e t i r e  b e  c a t e g o r i z e d  a s  
-- --? 

part of t h e  so-called "inforeal sector" of a  Ceveloping e c o n o m y ,  

a sector which u s u a l l y  grows a s  a p e r i p h e r y .  o f  the a d v a n c e d  

2 - -,:sector.  here rere sariy t r a d e r s  in the z d f k e t s  Y P  v i s i t e d  who 
%Y> ., , , --. * . - 

I?'. , 

7 , ,  shad  s t r u g g l e d  f o r  aany  y e a r s  a s  lcailers or as  weighing men . 5 3  .. 
. before t r y i n g  their luck a s  i n d e p e n . j e r , t  c o z i z i s s i o n  a g e n t s ,  T h e y  

u s e d  their own f s o m r  a l o r i g  3 i t k  t h e  mmttrr c a p i t a l  tkey a c q u i r e d  

t o  f u r t h e r  t h e i r  c a r e e r s ,  H o u e v e r ,  d u e  t o  t h e i r  l a c k  of 

ava e n e s s  of business m e t h o d s  u s e d  i n  o t h e r  s a z t ~ r s ,  t h e i r  7 
a p p r o a c h  t o  business is based o n  "adhoc 2 r i i 2 c i p l e s , "  

C o n s e q u e n t l y ,  we see  feu a d v a n c e d  methods of a c c o u n t i n g  o r  

\ 
cost-benefit a n a l y s i s  a p p l i e d  b y  many of t h e  f i r ~ s  o p e r a t i n g  i n  

these markets ,  

2 2  T h i s  i s  r e f l e c t e d  i n  numerous warnings a n d  s o a e t i a e s  t h r e a t s  
i- ~ ~ ~ e € f ~ ~ ~ ~ ~ ~ ~ ~ ~ ~  
t o  fo l low o f f i c i a l  p r i c i n g  d i r e c t i o n s  a n d  n o t  , " h o a r d u ) .  F o r  
era  a ~ l e  see g a s ,  1 18 1, 



S e c o n d l y ,  t h e  fact ;hat prices of foodgrains p l a y -  a x e r y  , 

s i g n i f i c a n t  political role, in an u n d e r d e v e l o p e d  c o u n t r y ,  - has 
b 

made t h e  a g r i c u l t u r a l  trade a t a r g e t  o f  nore government  

i n s p e c t i o n s  a n d  checks t h a n  o t h e r  a c t i v i t i e s .  T r e a t m e n t  g i v e n '  to 

"hoardersn of f o o d g r a i n  may sometimes b e  harsher t h a n  t h a t  g i v e n  
0 

t o  corson criminals. T r a d e r s  w i t h  r e l a  t i r e1  y large business 

o p e r a t i o n  are k e p t  under g r e a t e r  v i g i l a n c e ,  w h i c h  i n  many ways 
I 

l i m i t s  the e x t e n t  to which  such t r a i l e r s  v o u l d  l i k e  to  expand 

their b u s i n e s s  even w i t h i n  legal limits. As a  r e s u l t ,  re do n o t  

see s i g n i f i c a n t  f l o v s  of i n v e s t m e n t  from any a d v a n c e d  sector t o  

t h i s  tta\& Rathez m n y  traders, fearing t h a t  f u r t h e r  expansion 

i n  g r a i n  t r a d e  c i u l d  b e  d a n g e r o u s  v o u l d  p r e f e r  t o  B o v e  o u t  to 

* o t b e r ' t r a d e s ,  l i k e  r a n u f a c t u r i n g  i n d u s t r i e s ,  v h e r e  g o r e r n m e n t  

restrictions a r e  less  o n e r o u s ,  c o n s e q u e n t l y ,  a o s t  of  t h e  f i r ~ s  

i n  t h i s  t r a d e  a r e  of r e l a t i v e l y  s o r l e r a t e  s i z e  compared t o  t h e  

l e a  d i n g  f i r n s  i n  other i n d u s t r i e s .  n o n o p s o o i s t i c  p o v e ~ r ,  either 
- 

created b y  price leadership o r  by c o l l u s i v e  b e h a v i o u r ,  i s ,  

theref  ore ,  very u n l i k e l y  to pers is t  u n d e r  these circumstances ,  

e v e n  t h o u g h  s o a e  f i r ~ s  h o l d  relatively l a r g e  s h a r e s  of t o t a l  
(I 

ssl es. 
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Some Criteria To Zest The Performance Of 

Agricultural  8arkets In P a k i s t a n  
0 

5 
d 

The p r e c e e d i n g  . c h a p t e r  h a s  examined those a s p e c t s  of 

a g r i c a l t a r a i  markets i n  P a k i s t a ~  which s i g n i f i c a n t l y  inf f uence - - c 
3 

t h e  p r i c e  forrat ion  p r o c e s s ,  In this c h a p t e r ,  ue discuss so-are of 7 

'the c r i t e r i a  ue h a v e  u s e d  to  e v a l u a t e  t h e  p e r f  crmance of these - 

r a r k e t s  a s  r e v e a l e d  by their p r i c e  s t r u c t u r e s ,  

In a private enterprise econony t h e  m o d e l  of p e r f e c t  d 

- 

conpetition i s  often u s e d  a s  a ' s t a n d a r d  to e v a l u a t e  t h e  
3 

large number of f i r t s ,  selling p e r f e c t l y  h o n o g e n e o u s  p r o d u c t s  
2 

and having coaple te  i n f o r m a t i o n  of s u p p l y  a n d  d e s a n d  c o n d i t i o n s ,  5 

, 

S i n c e  each firm i s  assumed to be  a  p r o f i t  maxiaizer and  a p r i c e  

taker ,  and i f  t h e  buying and s e l l i n g  a r e  c a r r i e d  o u t  a t  a 
2 

p a r t i c u l a r  point i n  s p a c e  and  a t  a s i n g l e  i n s t a n t  of time, a 

a n i f o r e  p r i c e  will p r e v a i l  i n  t h e  n a r k e t  [ 153. This b e h a v i o u r  

a l l o w s  the most efficient u s e  of factors  of p r o d u c t i o n  and t h e  



ue will rrse this competitive m a r k e t  aodel  a s  a s tandard t o  
- - - - - - - - 

e v a l ~ a t e  t k  perf o r r a ~ e  of a g r i c u l t u r a l  markets i n  Pakistan, 

Hoverer, a c t u a l  markets are much more complex i n  nature. They 

are s i t u a t e d  i n  d i f f e r e n t  g e o g r a p h i c a l  l o c a t i o n s  a n d  in t h i s  vap 

are .ore like  arts of a  s a r k e t i n g  system t h a n  p o i n t s  i n  a 
8 
5 

single market. Buying a n d  selling o f  f a r m  p r o d u c t s  c o n t i n u e s  

throughout the year a d d i n s  another coaplexitp i n t o  t h e i r  pricing - 

s t r u c t u r e ,  U h i l e  studying prices i n  these m a r k e t s ,  we must take 

i n t o  a c c o u n t  t h e  effects of both l o c a t i o n  and time, To d o  t h i s ,  

ue f= e p j c .  e - e s g i ~ t j l r o - - + r ~ - ~ - ~ ~ ~ =  

l o c a t e d  i n  d i f f e r e n t  regions and t h e n  deduce some criteria which 

< d e  used t o  e v a l u a t e  their pe r fo rmance .  This i s  f o l l o w e d  by 

tests on the b e h a v i o u r  of p r i c e s  i n  mar i r e t s  s e p a r a t e d  hy ' time' 

s u c h  a s  ' h a r v e s t *  versus 'post-harvest' a n d  b_v the ' n a t u r e  of 

t r a n s a c t i o n s g  s u c h  as 'wholesafe* a n 3  * r e t a i l s .  
', 

D e t e r a i n a n t s  of P r i c e  in p B e s i o n a l  Marke t  - 

For  a n a l y t i c a l  c o n v e n i e n c e ,  l e t  u s  assune t h a t  there a r e  

o n l y  tuo marke t s ,  A and B, located i n  two different. r e g i o n s ,  and 

each h a n d l i n g  .o re  t h a n  one n o n - p e r i s h a b l e  fa.rm p r o d u c t .  

I n t e r m a r k e t  a r b i t r a g e  is free a n d  t h e r e  a r e  no r e s t r i c t i o n s  o n  

-- or  o n  flow of i n f o r m a t i o n  between t h e  m a r k e t s ,  

A s  a r e s u l t ,  producers a n d  t r a d e r s ,  who s u p p l y  c o m a o d i t i e s  t o  -------------- 
I For d e t a i l -  bow ' this i s  a c h i e v e d  see B i l a s  (8, p p i .  
304-325). 0 



changes i n  s u p p l y  and demand not oaXy of their awn, . a r k s t .  b-at 
--- - -- -- 

also t h e  second aarket,  Under t h e s e  c o n d i t i o n s ,  the s u p p l y  aad 

demand f u n c t i o n s  in markets A and 0 v o u l q  be: 

{ S u p p l y  i n  B a s k e t  A) Q A S t  = f (PA$? Z l t ,  z B ~ )  (3- 1) 
@ 

(Demand i n  Yarket A)  QADt = g [ P l t ,  Z A t ,  i ~ t )  , (3-2) * 

/ 

( S u p p l y  i n  n a r k e t  B) Q B S t  = f ( P B t ,  ZBt, z l t )  (3- 3) 
/ 0 

(Demand i n  flarket 8 )  Q B D t  = G ~ P B ~ ,  ZEK, ah*)- (3-4) 
A 

where: Q A S ~  and Q B S t  a r e  t h e  q u a n t i t i e s .  s u p p l i e d  a n d  QADt  add 

Q B D t  a r e  the q u a n t i t i e s  demanded r e s p e c t i v e l y  i n  m a r k e t  . A 
- - - - - 

- pp - 
- - - - - -- - 

and B, o f  a c o m o d i t g  a t  time t. S i m i l a r l y  PAt and  P B t  a r e  

prices. i n  sarkets A and  B a t  time t, 
8 ' "  

ZAt refers  t o  all factors other t h a n  own price of a =ommodity 

i n f l u e n c i n g  sGpply  i n  m a r k e t  A. Such f a c t o s  can be price of 
-. 9 

otjer c o m i n o d u i e s ,  t o t a l  c r o p p e d  area, cropping p a t t e r n  and 

i n v e n t o r y  - levels of d i f f e r e n t  commodities i n _ r e g i o n ~ ~ -  all - 

of w h i c h  i n f l u e n c e  t h e  supply i n k a r k e t  A- Z B t  refers t o  

s imi l a r  f a c t o t s  i n  r e g i o n  B, A t  t h i s  stage, no assumption is 

being made a b o u t  the degree of Z B t g s  i n f l u e n c e  o n  Q A t  (or 

Z A t e s  in•’ loence o n  Q B t ) ,  However,  ue believe t h a t  Z B t  

affects  supply not o n l y  i n  a a r k e t  B b u t  a l s o  i n  market A- 

T h i s  ipplies e q u a l l y  t o  ZAt. 
/ 
Z A t  refers t o  al l . .  factors o t h e r  t h a n  own p r i c e  of a c o m m o d i t y  

- --- - 

which Bay influence demand i n  m a r k e t  A a t  t i n e  t- These 

f a c t o r s  a r e  p e r  capita i n c o m e ,  p r i c e s  of 'other g o o d s , '  
/ 

p o p u l a t i o n  and t a s t e  i n  r e g i o n  -A,  ZBt s t a n d s  fo r  s i m i l a r  
f 

- - - - C 



i a r k e t s  is also i n f l u e n c e d  b y  factors o t h e r  t h a n  oun  p r i c e  

o'f b o t h  r e g i o n s  L and B. l f e n c e  we include k t  a n d  bt i h  t h e  

demand f u n c t i o n s  of b o t h  markets, 
*- 

S e t t i n g  individual s u p p l y  equal t o  demand j n  each m a r k e t  w e  

get: 3 

'ZA~ = Z A t  and  g ~ t  

E q u a t i o n s  3-5 a n d  3 - 6  s t a t e  t h a t  e q u i l i b r i o ~  prices of a 

c o m a o d i t y  i n  markets A a n d  B depend on a number of  e x o g e n o u s  

f a c t o r s  a s s o c i a t e d  either w i t h  s u p p l y  o.r demand of b o t h  marke t s .  

F i g u r e s  3.1 and 3-2  d i s p l a y  t h e  e q u i l i b r i u m  p o s i t i o n s  of b o t h  

r e s p e c t i q e J y .  Uheq, f o r  example ,  demaad s h i f t s  t o  t h e  right i n  A ----------------- 
3 Bere ue h a v e  i m p l i c i t l y  a s s u r e d  t h a t  demand i n  each m a r k e t  
i n c l u d e s  purchases f o r  sh ipme n t s  to o t h e r  marke t s ,  Roueve r  t h a t  
r a y  n o t  n e c e s s a r i l y  b e  t h e  case. Traders i n  most of t h e s e  
m a r k e t s  a l s o  e a k e  purchases f o r  f a t u c e  t r a d e .  As a r e s u l t  

a 
c h a n g e s  i n  i n v e n t o r y  l e v e l s  b e c o a e  a n  i m p o r t a n t  f a c t o r  in 
d e t e r m i n i n g  t h e  n a t u r e  of p r i c e  a d j u s t m e n t s  i n  d i f f e r e n t  
markets, Therefore, i n  a s i t u a t i o n  where o n e  is i n t e r e s t e d - i n  
s t u d y i n g  i n t e r n a r k e t   rice r e s p o n s e s  t o  e x o g e n o u s  f a c t o r s  (ZAt 
a n d  B t )  , o n e  may observe some differences i n  p r i c e  a o r e m e n t s  
e v e n  t h o u g h  e x o g e n o u s  c h a n g e s  h a v e  occared by t h e  sane amount i n  
two m a r k t e s ,  However t o  study t h e  effect of i n v e n t o r i e s  o n *  
prices o n e  n a y  h a v e  t o  use a r e l a t i v e l y  complex  s o d e l  working 

I - I..- - c bohirr~our a r es ar alrferent- 
m a r k e t i n g ,  Be hare a v o i d e d  s u c h  a v e n t u r e  due t o  l a c k  of d a t a  

*. 
C '1n s c 

Zt=imtGY%s S 

of our n o d e 1  here, However t h e  d i r e c t i o n  of b i a s  is an tnoun .  



( d m  to erogenous forces) price in A move$ to Slt. This w i l l  

I 

F i n a l l *  illt is e s t a b l i s h e d  in market 8.4 

.Figure 3 . 1  Figure 3 . 2  

I n t e r a c t i o n  of  S u p p l y  and I n t e r a c t i o n  o f  ~ u ~ p l ~  and 
Demand i n  Market A Demand in Market B" 

s u p p l y  *ere t o  sh i f t  i n  either of the markets, 

* In Figures 3.1 and 3.2 we h a r e  n o t  shown the actual dynamic 
. p a t h  rh i*  t h e  e q u i l i b r i u m  process may take. It is however q u i t e  
p r o b a b l e  t h a t  a series  of s h i f t s  t a k e  place in both markets 
b e f a r e  a f i u  g w m  is Our -. , -- 

s i s p l r  to s h o w  t h a t  a s h i f t  in demand i n  any of the markets. 
holding other t h i n g s  constant, uaula a f t  
narkets in t h e  same d i r e c t i o n  i f  not  by t h e  ran magnitude. U s o  
see footnote 3 . ,  



- One of t h e   in implications of. t h e  f o r e g o f a g  model is t h a t  

as  long a s  there is arbi trage  amng differeat aarkets 'one can  

o b s e r v e  some degree  of i n t e g r a t i o n  b e t w e e n  t h e s e  markets, From 

e q u a t i o n s  (3.5) and (3-6)  t h i s  i m p l i e s :  

arrQ 

a P B t  + - - - ppp- p- 

(3. t 0 )  
--- - 

I a Z A ~  

> 

E q u a t i o n s  ( 3 - 9 )  and ( 3 - 1 0 )  d e f i n e  vhat  we call *nrarket 

i n t e g r a t i o n ' .  The degree o f  i n t e g r a t i o n  between t o o  markets may , 

- .+- be strQng or weak, The extent to which two aarkets are 

of any c o a m o d i t ~  react and adjust t o  various stimuli i n  o t h e r  

aarkets (i,e, Z A t  and ZBt), T h e  s p e e d  and accuracy of ai3-Justment 

i n  p r i c e s  in turn depends  o n  t h e  degree of product m o b i l i t y ,  

a w a i l a b i l i t y  of t r a n s p o r t a t i o n  and c o a ~ u n i c a  t i o n  f a c i l i t i e s ,  

transportation costs, degree of h o m o g e n e i t y  of a produc t ,  and 

t h e  relatire degree of aonopo ly  power enjoyed by traders in the 

markets. A s  the speed and accuracy of adjus tment  i n  .prices 

i a c r e a ~ e s , ~ ~ ~ ~ / + b ? ~ t  approaches b ~ ~ t / b Z ~ t a n d  s i n i l a r l y  b ~ ~ t / & ~ t  



Clarket integrat ion is, therefore, a desirable p r o p e r t y  of 

a n y  marketing s y s t e m ,  It aeasures closeness in t h e  price 
- - -  

- 

s t r a c t a r e s  of different regions a n d  t h e  extent to v h f c b  aarket 4 
3 

aargins may b e  d r i v e n  dovn between  markets, Perfect 

i n t e g r a t i o n  between markets may ind i ca te  t h a t  t h e  markets are 3 

p e r f e c t l y  c o a p e t i t i r e :  an i d e a l  sta te  of a mar.ketiag s y s t e m .  1 
r- 4- * d Rsuerer,  p e r f e c t  market i n t e g r a t i o n  may b e  a n e c e s s a r y  b u t  not  a 4 

2 
_ s i f f k i e a t ~ n b F t i o n  far xi 

--A u 

f 
% 

c o m p e t i t i v e ,  7 4 a 
- 

-------------- 
5 ~ h i s  is possible o n l y  when Q S A t = O C l t a n d  Q S a t - Q D B t  which ray  r' 

b e  true on ly  under  extreme c o n d i t i o n s  of zero rnventory  level ~n { 
each market or a1 ternatively under rational expectations about 1 i 
i n v e n t o r i e s  and o t h e r  aspects of m a r k e t s ,  See footnote 3 for 
effects of inventories on market p r i c e s ,  I 
6 we assume throughout  this study t h a t  t rad ing  does not take 
p l a c e  at some pre-betermined price and the f o r c e s  of supply and I 

ilenand are allowed to interact f r e e l y ,  1 
t 

7 Barbara Harris f241 has rightly po in ted  out that most of the 
a ~ w c t  i v e  

with *perfect col tpetf t ion." It is important  to note  that  if - 

perfect market i n t e g r a t i o n  is observed then i t  beco-t 
for anyone to reject t h e  hypothesis t p a t  markets are p e r f e c t l y  .( 

1 

c o m p e t i t i ~ e .  



Eatrket frtegrabion, can be aeasured by usfrrg ,the reduced 

farm of e g e a t i u m s  (3-5) aod (3 -6 )  or by measwring the degree of 

associat ion between p r i c e s  in any t v o  aarkets, Ee Bare adopted, 

the second coarse t o  avoid data problems iq ro l re& &a the f i r s t  

course, T h r e e  k i n d s  of estiwtes are obtaiae i l  for t h i s  purpose, 

# 

P B ~  = bo + b t b t  + b 2 Z ~ t  + & ( 3 -  6 )  

I f  t h e r e  e x i s t s  ' p e r f e c t  integratione between markets A and B 

t h e n :  

C # # - 

S u b s t i t u t i n g  (3.11) and (3- 12) i n t o  f3-5) , PAt ckn be shova 

to be related t o  PBt as: 
t 

P a t  = (a(tb0) + PBt + (et-;t) (3-13) 

Equation 3.13 can be restated t o  cover b o t h  *perfecte and 'less 

than perfectm ~ a r k e t  integration cases as: 

-- 

P A ~  =YO *% PBt  + gt (3-14) 
* 

t?herex0= (a0-b0) and e t = ( e t - e t )  :%I is greater than zero but  . 
n o t  e q u a l  t o  one if * there erists some integration between 



to m. The i n t e r c e p t  tern, ('10) for thh  f o r r x  case d i f f e r s  

s t g h i f i c a s t l j  fz=om Z-o as prices in two m a r k e t s  could differ 
# 

e i t h e r  because ut transportation costs or because of imperfect 

adjastmeets  of markets i n  response to  e r o g e n o u s  chadg4%. In the 

Y case oi p e r f e c t  t a r k e t  i n t e g r a t i o n  0 i s  assumed to be equal to 

t r a n s p o r t a t i o n  costs, E q a a t i d n  [3,14) is es-timated by u s i n g  - 

- - a - " -  -- -- - A a a - a A - 
' a b s o l u t e  p r i c e  l e v e l s w  i n  r f i f f e r e n t  markets t a k i n g  tuo a a r k e t s  

-- -- Second, we use t h e  @first difference i n  p r i c e s '  a n d  

. FhereaPAt  andb?Bt are the ' f i r s t  differences* i n  P A t  and P B t  
I # --- 

respectively, and Y O  and & I  are regressins o o e f f i c i e n t s  t o  b e  
I 

- - - - - - - - 

es€ ina€eT:-0 tie e- a g ~ u ; ~ i s s s ~ s ~ e d  to be p o s l t ~ v e  tor the  case 

of i n t e g r a t i o n  between markets  A and B and equal to  one i f  t h e y  

are p e r f e c t l y  irrtegra ted, Y, i s  i n t r o d u c e d  to a l l o w  for 

p o s s i b l e  changes  in t r a n s p o r t a t i o n  costs. I f  t r a a s p o r t a t i o n  

cpsts do n o t  change over a s h o r t  p e r i o d  of  time,?^ will 
I 

' 
3 to zero i n  t h e  case'of p e r f e c t  market i n t e g r a t i o n .  ~t 

error term, 

------------ 
a Writing (3.14') for tuo periods ( t  and t-1) and s u b t r a c t i n g  
P M  1 S r e A t  q* . - 

b p A t  =1l PBt  + T$ 
e where vt = et - et-1, 



- - -  - -  - _ - D a e  P f  _the a-& e q u u t b s f L 1 5 )  is t.Lmt it f---- 

our  estimates, at least p a r t i a l l y ,  f ror the effect ef s57e af 

absolute  p r i c e s  - preralent in equation (& 1 4 ) .  S e c o n d l y ,  it has a 

different error s t r u c t u r e  v h i c h  i n f  Luences t be s i g n i f i c a n c e  

l e v e l  of a c o e f f i c i e n t ,  I t  i s  p o s s i b l e  t h a t  t h e  degree of .. 

integration changes significantly when *fits€ dif ferencesg 

rather t h a n  * a b s o l u t e  price l e v e l s *  are used in e s t i n a t i o n -  
- 

Pinally,- the t B i r i i ,  or a r-t ively  more - e f f e c t i v e ,  metbod 
- - - -. - -  

of re~oving the effect of-size on our e s t i m a t e s  is to  use the 

'rate of change* i n  prices, r a t h e r  t h a n  *abso lu te  difference* i n  

- - -  . PA--- 

g r n ~  c - r c z m  T n l a  1s a st - L a  - - 'andardZzed measure of 

changes i n  p r i e ?  v a r i a b l e s  and p r o v i d e s  another basis for 

comparing them. Ye d o  t h i s  by estimating: 

- - - -  -- - - -- 

* - - and P B ~  - P A = * A t - l  P B ~ - 1  

4r 

and as i n  t h e  ear l ier  cases 0 for a s i m p l e  i n t e g r a t i o n  
4 

s i t 4 a t i o n  and  = I  f d r  a  perfect i n t e g r a t i o n  case. $+$ i f -  
/ 

transportat ion c o s t s  a l so  change w i t h  p r i c e s ,  Vt is t h e  randor  

error term, 

The o r d i n a r y  Least S q u a r e s  (OLS) e s t i m a t i o n  method uas 



e q u a t i o n s  ire e s t i m a t e d  for t h r e e  major c o a ~ o d i t i e s  and for 13 

pr isary  a n d  termin& markets in Pakistan, Real prices a r e  ased 

to remove t h e  effect of i n f l a t i o n ,  
). 

Criteria to ,Eva luate  &ark& 'pterformance 

fu ' o v a l a a t e .  t h e  p e r f o r l a n c e  of t h e  s e l e c t e d  markets, we 

first test t h e  h y p o t h e s i s  t h a t  %=I, a s  t h i s  is one  of our 

T h e n  we explore t h e  main caases of d i v e r g e n c e  between t h e  

observed and t h e  hypothesized values of 11, f o c u s s i n g  e s p e c i a l l y  

on  the c o ~ p a r a t i v e  positions of earkets i n  d i f f e r e n t  regions. B y  

r e l a t i n g  d e v i a t i o n s  of 11 from with f a c t o r  & which me ld  c a u s e  

the~, ue t r y  t o  draw some inferences a b o u t  t h e  policy s t e p s  
_ - - _- --- - - -- -- - -- -- _ - -- - - -- -- - --- - - - -- - 

n e e d e d  t o  improve t h e  perforlnance of these markets, 

Secondly, we compare oar estimates of the degree of. market 

i n t e g r a t i o n  o b t a i n e d  from e q u a t i o n s  3 1 3  to 3-15 w i t h  those 

obtained by others for some o t h e r  c o u n t r i e s  (UDCs)  i n  Asia and 

9 There might be some prab le i  of aUtb correlation i n  our 
estimates based o n  ' a b s o l u t e  pricese e i n  the case of 
e q u a t i o n  (3-14)  as the Darbin-Ratson statistics were i n  

- * i n c o n c l u s i r e  range*, Eouerer only  narginal  differeaces were 
4 a the 
A T&TSW- of t h e  coefflcxe~ts w-r.--ti- * .  

est isation techniques such as ~ochrine-orcutt sethod uas u s e d  
for a fa selected c a s  n~ t h  
on time and cost grounds t o , u s e r  

t i t  fe;lrihlp, ho+h 

8 0  Hereafter ue call & , 3. and 'I, as v. : and 1, , , and 
, a  x, - 



transhipment costs between sarketn  T h i s  is to .test the 
-- 

f hypothesis that, under perfect s a r k e t  i n t e g r a t i o n ,  prices 

between markets  - d i f f e r  only by t r a n s h i p a e n t  costs. One  simple 

method c o u l d  be to compare t r a c s h i p m i n t  costs b e t u e e n  t h e  i 
I -- - f 

'i narkets under  s t u d y  u i t h  t h e i r  r e s p e c t i v e , O ,  Bouever, such a '- I 
c o a p a r i s o n  is t o 3  s i a p l i s t i c  to be c o r r e c t  for eonparing the I 

- .  
l e u e l .  of prices ie d i f f e r e a t  h a ~ k e t s ,  First q P a f f , y 0  a s - & a  '+' A 

\ - - 
average  figur-e c a n  cnly be a suitable measure of the differences 

-I 

uith most of our aarkets w h i c h  buy frog a n d  sell  t o  o t h e r  

n a r k e t s  and hence their p r i c e s  could be sosetiaes h i g h e r  or 

lover t h a n  t h e  others, S i d i l a r l y ,  a s i n p l e  +comparison of 

t r a n s h i p a e n t  costs v i t h  0 may ignore the f a c t  that prices i n  
* 

rrrkets c o u l d  differ e i t b e r  because  of d i f f e r e n c e s  in their rnean 
d 

- - - - - - - - - -  - -- -p-----p-p---- -- - - - -- - - 

values,  t h e i r  variances ar their c o v a r i a n c e s  as  shown by , 

5 equat ion  ( 3 . 1 3 )  below,  A s i g n i f i c a n t  d i f  ferencc i n  t h e  r a r i a n c e  

of their prices d o e s  n o t  indicate perfect market i n t e g r a t i o n  

even t h o u g h  t h e  man prices of two markets differ b'y a margin 
m a 

e q u a l  t o  t r a n s h i p e n t  costs, S i m i l a t l y .  a major difference in 

two p r i c e  series nay be observed even though t h e i r  means and 

variances are v e r y  close, s i r p l y  because  of a less than p e r f e c t  

d e g r e e  of correlation, Therefore, when t e s t i n g  t h e  h y p o t h e s i s  on 

p r i c e  d i f f e r e n t i a l s  v i s - a - v i s  t h e  t r a n s h i p r e n t  costs,  an attempt 

is made to go i n t o  details of s u c h  d i f f e r e n t i a l s -  by d e c o m p o s i n g  

83 b - 



To decompose in termarket  price d i f f e r e n c e s ,  ue fol low a 

n e t h o d  used by Henri T h e i l  i n  t h e  context of a forecast ing  

model ,  1 1  Accoriling to T h e i l  the mean s q u a r e d  d i f f e r e n c e  b e t w e e n  

any t w o  series such a s  Pp; t=  a n d  Pit can be e x p r e s s e d  as: 
t- 

I1 

Z 
2 2 2 

(PAt - PBt) /n = (PA-PB) + (SA-SB) + (1-r) SA-SB 

(PA-%) + (SA-SE) + (1-r) SA.SB i 
2 

n n n 
I =  - 2 2 2 ( 3 - 1 e )  

L (PL-PBL) Jn - Z - (Pk -PB& in- (mt-p&&/n-- - - - --> 

(Bias Proportion) (Variance Proportion) (Covariance Proportion) 

& I  Theil n s e d  a seasure called T h e i 1 8 s  I n e q u a l i t y  C o e f f i c i e n t  
(U) to  test the accuracy of forecasts  f roa any e c o n o l a e t r i c  
model. H e  sagjested t h e  nse of a c t u a l  ( A )  and p r e d i c t e d  (P) , 

series  to o b t a i n :  1 7  
U = t=l 

A t f n  
w h e r e  if O = 0 therfbrecast  is perfect. The farther 'Us is f roa 

-- - 

zero t h e  p o o r e r  is the f o r e c a s t - a b i l i t y  of a model. According  t o  
h i l , t h e n i r a t o r  of ' U s  can be expressed a s  (3-17) to  see the . 
sources of d i f f e r e n c e  betu9en A t  and P L  Although ve are n o t  

-- d - l r n g  h e r e  with a forecasting pro r e ~  as  sac - , h x s  tormula 1's - 1 

general enough te be o s e d  uhere the d e c o m p o s i t i o n  of differences 
i n  two series is i n v o l v e d -  See Theil 1 9 5 1  and Kontsoyiannin [47, 

I 
PP. 482-4853. i 



w h e r e  PA and P B  a r e  t h e  means, S A  and SB are the-- ~ta_nda_r_d-~- 

derr ia t ians  of PAt a& PBt and r is a p a r t i a l  correlation 
- - - - - - u 

coefficient between the t u o  p r i c e  s e r i e s ,  T h e  term on t h e  le f t .  1 
i 

h a n d  side is what  T h e i l  calls Rl!lean Square Zrr3rm ( R S E ) .  Taking 

a square root o f  this jives u s  a Root  Hean Square E r r o r  ( R S S E ) ,  
% 

- The' first t e r a  a n  t h e  r i g h t  , h a n d  s i d h  of (3 .17)  is - B i a s  

~ o n ~ o n e n t ~ ' ,  t h e  second i s  t h e  "Variance  Componen tn ,  a n d  t h e  

t h i r d  is t h e  *Covariance Compunedt-, I n  e q u a t i o n  (3, l 8 ) ,  they 

are called Bias, V a r i a n c e  an3  C o v a r i a n c s  p r o p o r t i o n s ,  the sura of 

which is equal t o  one, T h e  b i a s  P r o p o r t i o n  (Om) represents t h e  

weart v a l u e s ;  the Variaace Propor t i o n  ( U s )  shows t h e  d i s c r e p a n c y  
/ -- _C- 8 

OEtween t h e  t w o  prices due  t o  t h e  d i f f e r e n c e  i n  t h e i r  v a r i a n c e s ;  

t h e  Covariance P r o p o r t i o n  filcf r e p r e s e n t s  t h e  d i f f e r e n c e  i n  t h e n  . 

d u e  t o  i ~ p e r f e c t  covar iance ,  A c c o y d i n g  t o  T h e i l ,  t h e  t h i r d  

s o u r c e  of d 5 f  f e r e n c e  is  the z o s t  serious i n  t h e  s e n s e  t h a t  not 
-, 

- -- -- - - - - - - - -  - - 

such c a c  be d o n e  about  it. Since r is  g e n e r a l l y  less than o n e ,  

the c o v a r i a n c e  component eay never be e q u a l  to zero- E v e n  a 

s l i g h t  v a r i a t i o n  o f  r f r o r  one c a n  result i n  a l a r g e  value . o f  

t h e  c o v a r i a n c e  cotponeni  a s  l o n g  a s  S 1  a n d  S B  are sore t h a n  one, 

12 

Oe then test the f o l l o u i n g  h y p o t h e s e s  about t h e  n a t u r e  of 

i n t e r m a r k e t  price differentials as e x p r e s s e d  by (3-17) and  

12  T h i s  happens because  any  value of SA and S& e x c e e d i n g  one ,  
after r a l t i p l y i n g  with each other a n d  then with ( 1 - r )  can- b e  
v e r y  different from zero. 



1, If markets are p e r f e c t l y i n t e g _ r a t e d ,  t h e n  the RUSE betueen 

P A t  and PBt is j u s t  e q u a l  to the average transhipment costs  
- - - - - p~~~~~~ 

b 
be tween  markets A and B, T h i s  is one of the ways of c h e c k i n g  

whether on average t h e  p r i c e  d i f f e r e n t i a l s  have stayed i n  

l i n e  w i t h  t r a n s h i g m e n t  costs. 

2. The B i a s  component is close t o  ze ro .  for a l l  t h o s e  aarkets 

v h i c n  b o t h  r e c e i v e  a n d  s e n d  s h i p m e n t s  of l ?omaod i t i e s  t o  

a t  h e r  n a r k e t s ,  I f  p r i n a r y  . na r k e t s  a r e  p e r f e c t l y  i n t e g r x t e d  - .  
no  o n e  m a r k e t  s h o u l d  h a v e  % n s i s t e n t l y  h i g h e r  o r  l o u e r  

p r i c e s  than t h e  o t h e r  o v e r  a l o n g  p e r i o d  o f  time e v e n  t h o u g h  

Houever,  i n  t e r a i n a l  markeks {which i n  general o n l y  receiwe 

s u p p l i e s  f r o a  o t h e r  maffke t s )  -, prices cool d a l w a y s  s t a y  

higher than o t h e r s  by  a margin of  t r a n s h i ~ m e n t  c o s t s .  The  

b i a s  c o a p o n e n t  i n  t h e s e  cases, t h e r e f o r e  is  assumed t o  be 

e q u a l  t o  o r  less t h a n  t h e  s q u a r e d  v a l u e  of the t r a n s h i p m e n t  

3, The Variance component ,  houever, s h o u l d  be e q u a l  t o  zero  f o r  - 

A 

< 

a l l  t h o s e  a a r k e t s  which are p e r f e c t l y  integrated w i t h  one 

a n o t h e r ,  e x c e p t  f o r  t e r m i n a l  m a r k e t s  which g e n e r a l l y  receive 

s h i p m e n t  f f o a  other s a r k e t s ,  

4, . T h e  B i a s  and  V a r i a n c e  p r o p o r t i o n s  (not components)  a r e  a l s o  

close to zero fos the  p r i m a r y  markets a n d  r e l a t i v e l y  s m a l l  

i m p l i e s  tbat ~roportioeate  differences i n  p r i c e s  d o e  t o  

-- --------------- 
i s  T h i s  is so because the Bias Component = (FA - F B I ~ ,  



d i f f e r e n c e  f n  t h e i r  means and  v a r i a n c e s  a re  smaller r e l ~ t t i v e , ,  - - 
- 

t o  d i f f e r e n c e s  b e c a u s e  of i m p e r f e c t  c o v a r i a n c e  be tween  t h e e ,  
-- 

a *  I n  t h e  case of t e r m i n a l  m a r k e t s ,  t h e  Bias a n d  V a r i a n c e  

p r o p o r t i o n s ,  h o n e v e r ,  m y  n o t  b e  zero  b e c a u s e  of h y p o t h e s i s  

2 and 3,  

P e r f o r a a n c e  of H a r k e t s :  I n t e r t e m p o r a  1 D i m e n s i o n s  

The s e a s o n a l  b e h a v i o u r  o f  p r i c e s  c o n s t i t u t e s  t h e  s e c o n d  

i s p o r t a n t  i n d i c a t o r  of t h e  p e r f  o r m n c e  of a m a r k e t i n g  system. 

s t r u c t u r e ,  If a l l  c o n d i t i o n s  s t a t e d  ear l ie r  of t h i s  s y s t e m  

prevail, t r a d e r s  and f a r m e r s  are  e x p e c t e d  t o  a l l o c a t e  their 

s u p p l i e s  o v e r  t i a e  i n  s u c h  a Banner t h a t  t h e  o f f - s e a s o n  rise i n  

prices (compared - w i t h  t a r v e s t  p r i c e s )  i s  j u s t  e q u a l  t o  s t o r a g e  

costs, p l u s  some r i s k  premium t o  s t o c k  keeping- Any o p p o r t u n i t y  
- - - -  ------ -- - ------ - - -  ----- 

of e a r n i n g .  ' a b n o r m a l *  p r o f i t  w i l l  a t t r a c t  more traders a n d  

e l i m i n a t e  * ~ n d u e m  d i f f e r e n c e s  be tween  two k i n d s  of prices- A 

t e s t  on t h e  i n t e r t e m p o r a l  p e r f o r m a n c e  of m a r k e t s ,  therefore, ---------------- 
1 4  It really d o e s  n o t  latter hou such s m a l l e r  t h e  B i a s  a n d  the 
V a r i a n c e  p r o p o r t i o n s  s h o u l d  be compared t o  t h e  C o v a r i a n c e  
p r o p o r t i o n  a s  long as they are s i g n i f i c a n t l y  less t h a n  t h e  
la t te r .  I f  o u r  h y p o t h e s e s  1 to 3 i n  t h i s  s e c t i o n  a c e  t r u e ,  t h e n  
there is no  r e a l  need to test  4, If n o t ,  t h e n  i t  becomes  
i m p o r t a n t  t o  see what is the r e l a t i v e  s t r e n g t h  of e a c h  
component,  Bean and o a r i a n c e  c o m p o n e n t s  if h i g h e r  i n  r e l a t i v e  
s t r e n g t h  i n d i c a t e  s y s t e n a t i c  effect of f ac to rs  such as slarkup or 
differences i n  the s t r u c t u r e o f k e f s -  On the  n t h ~ r  hand, if -- 

the c o v a r i a n c e  c o a p o n e n t  is  r e z a t i r e l y  bigber ,  t h a t  c o u l d  be  d u e  
to i ~ p e r f e c t i o n s  i n  aarkets  c a u s e d  mainly by problems i n  
transportation, c o m m u n i c a t i o n  a n d  s $ m i l a r  o t h e r  f a c i l i t i e s ,  T h e  
i n p l i c a t i o n s  for t h e  p e r f o r m a n c e  of a m a r k e t  are d i f f e r e n t  i f  
one o r  the o t h e r  pheno.erron is more s i g n i f i c a n t ,  



r e q u i r e m e n t  o f  a n  e f f i c i e n t  m a r k e t  is f u l f i l l e d .  However, 

a g r i c u l t u r a l  m a r k e t s  i n  P a k i s t a n ,  s e a s o n a l  price movements r a i s e  

. a o r e  than o n e  i s s u e  which c a n n o t  be h a n d l e d  s i n p r y  by c o m p a r i n g  

i n t e r t e m p o r a l  price d i f f e r e n t i a l s  ri t h  s t o r a g e  costs, I n  the 

f o l l o w i a g ,  ue first discuss those i s s u e s  b r j e f l y  and  t h e n  

present t h e  'hypotheses ' to b e z t e s t e d  i n  t h i s  r e s p e c t ,  

. - ' I 
I n  ~ a k i s t a n  the t r a d i t i o n a l  v i e u  of s t o r a g e  a c , t i v i t y  ' is ,. 

t h a t  f a r m e r s  - are c o m p e l l e d  t o  s e l l  t h e i r  p r o d u c e  d u r i n g  t h e  
- - ---p-p-p-p--- -- - - - - -- - - - -- - -- -- - - - - - -- -- -- 

h a r v e s t  s e a s o n  X i  thep h a v e  l i m i t e d  " h o l d i n g  c a p a c i t y N  due t o  

their loan n e e d s  and  n o n a v a i l a b i l i t y  of s t o r a g e  faci l i t ies ,  
-a- 

A c c o r d i n g l y ,  prices i n  t h e  h a r v e s t  season are "undulyt1 depressed 

and stock- keepers e a r n  " a b n c r m a l n  prof i  ts, by s e l l i n g  produce in 

the off-seasan:  [ f a ,  81, 841 As a r e s u l t  of this i n p r e s s i o n ,  a 
A 

of farm c o m m o d i t i e s  is s o l d  i n  t h e  h a r v e s t  v i s - a - v i s  t h e  

- o f f - s e a s o n , a s  B f a l l  i n  this proport ion  is taken to imply an 

increase in t h e  h o l d i n g  c a p a c i t y  of farmers and  an i m p r o v e ~ e n t  
- 
in t h e i r  b o r r o u i n g  p o s i t i o n ,  Some s t u d i e s ,  l i k e  Q u r e s h i a s  [ 7 5 ] ,  . 

h a r e  a l s o  t r i e d  €0 d e a l  w i t h  t h e  q u e s t i o n  of whether7 h a r v e s t  

p r i c e s  were u n d u l y  depressed compared  t o  off-season prices, 

T h e  t r a d i t i o n a l l y - h e l d  v i ew of ' h o l d i n g  c a p a c i t y '  nay  n o t  

be r e l e v e n t  i n  a farner's d e c i s i a a  t o  sell i n  the harvest  

P * - r a raraer 1s riewed as a n  e n t r e p r e n e u r ,  ~t is t h e  n e t  

--------------- 
I s  See Parruk  [ Z I ] ,  L e l e  f 4 1, Q u r e s h i  [ 751, and Ahmad [ 2 ] ,  



e x p e c t e d  r e t u r n  - f r =  - &f-seasen- &es a-w--C--- 
I 

a s s o c i a t e d  w i t h  them which Betermhe t h e  o p t i m n .  amarant to be 

s o l d  i n  t h e  h a r v e s t  r e l a t i v e  t o  t h e  o f f - s e a s o n  p e r i o d -  

. To e v a l u a t e  i n t e r t e m p o r a l  p r i c e  r e l a t i o n s h i p s  ue need t o  

a d d r e s s  o u r s e l v e s  t o  three main c i u e s t i o n s :  

F i r s t  a r e  p r i c e s  i n  t h e  h a r v e s t  m o n t h  s i g n i f i c a n t l y  

d i f f e r e n t  . from off-season p r i c e s ?  T h i s  may be- a  r e d 6 n d a n t  . 

erercise, a s  o n e  would expect on is p r i u r i  b a s i s  that o f f - s e a s o n  
A 

- L  - -- 

prices w o u l d  be h i g h e r  by t h e  margin of s t o r a g e  costs .  Ye d o  
= 

t h i s  bp u s i n g  time-series d a t a  t o  ,check Qureshias conclusion 

-- - - -- 
- - -  -- 

--- --- -- - -- - - -- - 

--baseaFTTtass-sectiondata that TisXF a r e  n o  s i g n r f i c a n t  

differences i n  these p r i c e s ,  f 75 J 

T h e  f o l l o w i n g  e q u a t i o n  w i l l  be n s e d  t o  e s t i n a t e  t h e  
* 

d i f f e r e n c e :  

P t  = a0 + d l T  + d2H + et 
- -- -- - - -- P A  - t 

(3.19) 
- - - - - - -- - - - - -- - - - - - - - - --- - - - - 

4 \ 

where  P t  is the average w h o l e s a l e  p r i c e  of a c o m s o d i t y  i n  a 

market a t  t i n e  t; T = I ,  2 ,  a,-, 2?52 (tine i n  m o n t h s )  H = 1 for 

" t h e  h a r v e s t  mon ths  and  z e r o  otherwise,  * d l *  is expected to be 

p o s i t i r e  as nofinal prices usually rise o v e r  tise; and 'd2* 
rC 

s h o u l d  b e  negative i f  the h y p o t h e s i s  t h a t  p r i c e s  are d e p r e s s e d  

daring the harwest  mohth is t r u e ,  

L7 m a  A - - 1  

q u e s t i o n ,  we h y p o t h e s i z e  t h a t  under p e r f e c t  i n t e r t e n p o r a l .  m a r k e t  



w h e r e  (IOBPt) = (Pt - E ( P ~ ) )  (3.2 1) 1 
t 

and E(Pt)  = Ph + t(R + I + L + D) (3 .22 )  , 
2 

P 

blOBPt = N e t  s easona l  rise i n  the average 

wholesale p r i c e  of a  comnoditp 

in any . market. . ik t h e '  o f f - i e a s o n  . 

- - * - - 

months ( t )  ; 
- A u- 

r 

./ ' ~t = Average Tiholesale p r i c e  of a.. . , - 

o f f - s e a s o n  n o ~ i t h s  (t); 

Ph = Average wholesale  -price of a 
* 

commodity i n  any market i n  t h e  

t = T i m e  i n  m o n t h s , / A a g u s t  t o  A p r i l  - - 

for wheat and gram; and from 

$ebruary  t o  O c t o b e r  for rice.) ; 

h = Hay to J u l y  for wheat and gram 

and November, December and January 

L 1ce ; 

R = Rent per month p e r  unit of storage; 



ZL= I n t e r e s t  on c a p i t a l  needed for storing 1 
a o n i t  of - good for o n e  montJs; 

t 
i 
1 

L = monthly losses  i n  s t o r a g e ,  I 
i 
i ( ~ d l c u l a f e d  as. one p e r c e n t  of the --. 1 

v a l u e  o f  t h e  : s t o r e d  c&mmodity) : and  ' 
' -.- 

D = Depreciation on bags and  other m a t e r i a l  

used i n  s t o r a g e .  

The h y p o t h e s i s  tha t  the e x p e c t e d  n e t  o f f - s e a s o n  rise i n  average 

wholesale price of a commodity i n  a a  m a r k e t  [i-e, E ( Y 0 B P t )  J is 

e q u a l  to zero uas -tested for  a l l  a a r k e t s  and c o m m o d i t i e s  i n  o u r  

sarple u s i n g  ' t h e  stoi ler i t 's  t-test, ' 

t 
It may -be n o t e d  t h a t  i n s o u r  c a l c u l a t i o n  of s t o r a g e  costs we 

- - - ---- -- - - - - - --- - - -p - 

bavp l e f t  o u t  the *~is& p r e m i u ~ '  p o r t i o n  of s u c h  cos ts ,  because 
i= - 

an e x a c t  q u a n t i f i c a t i o n  of this f a c t o r  r e q u i r e s  kno'wledge of t h e  

a t t i t u d e  of trader? toward r i s k ,  uh-ich is beyond t h e  s c o p e  of 
C 

t h i s  s t u d y ,  The n e t  s e a s o n a l  rise i n  prices (NORP) may, 

therefore, overstate the profit margins earned by traders i; 

t h i s  operat ion .  W h i l e  u s i n g  t h e  c r i t e r i o n  stated i n  e q u a t i o n  

3-15, ue ~ n s t  bear t h i s  f a c t o r  i n  mind and l o o k  a t  t h e  magnitude 

-- of ( U W l  from 7era 

. 
The t h i r d  g u e s t i o n  d e a l s  w i t h  t h e  m a g n i t u d e  o f  r i s k  i n  

s t o r a g e  a c t i v i t j .  One o f  t h e ,  commonly used ' e s t i m a t e s  of r i s k  is . . 



Coefficient of Variation (CV) i. . any  ways is  a still 4vetter way 
L 

of expressing t h i s  parameter as it g d v e s  a dn i t  free measure of 

the spread of data around its mean. This measure may not be an 
I 
i 
i 

accurate indicator of r i s k ,  b u t  it is usually employed because' k I - 

=. L. 
f 

it is a n  easily q u a n t i f i a b l e  .measure of * a  q u a l i t a t i v e  factor . r  
d 

. ' l e e  risk.16 Since t h e  phenoaenon . of risk. is due to t h e  - $  

c o e f f i c i e n t  of variation in off -season pr ice s ,  Formally we 
i .  

B 
f 

ca lcu la te :  . 

i 

I 
where Pt = n o n t h l y  wholesale p r i c e  of a 3 f 

comaodity in any aarket in the off-season month (t); 

tsAugust to A p r i l  for -uheat and gram, and February t o  

October for rice; i 
F 

- 
- 

---------------- 
" See Seo and U i n g e r  [02, pp- 22-25),  



- *&.- 

- 

P = l e a n  of P t  commodity i n  jtb rarkat for-tho 4 - - 

off -seasonal  periods 

CV = Coefficient of Var ia t i on  in P t e  
C 

I 
Equatioq 3-23- i s ' c o r n ~ u t e d  for each year separate ly  for t h e  

per iod  1955-56 to 1978-79 for a l l  markets a n d  commodities. 
- - 

+Sarke t s  are t h e n  wmpared a& c o a ~ s € e d  u ~ ~ - ~ ~ - a n e t h e r ,  .- - -  - .  ' - - -  

* - -  A - - A - A A - - -- I - - -  - A -  
- A- - - -" -- --.- 

The f o u r t h  ques t i on  is hou t h e  r i s k  factor h a s  behaved'over 
a- 

t i m e .  s i n c e , .  the t i s k  margin, is u s u a l l y  added to the c w t s  of 

cornstant, a. d e c l i n e  in its macpitke v o a l d  i n d i c a t e  a decrease- 

. i n  aarketing c o s t s  and an improvement i n  the performance of a 

aarket, I n  t h e  case of markets under study,  there are several 

reasohs f o r  the risk f a c t o r  to decline. Prom Chapter  IX, we know 
Q 

t t h e s e  pazkets a&e a start under a = a w  sucie-economic 
6 

-- - - --- 

s e t t i n g  i n  Pakistan, Host of the t ~ a d e r s  e n t e r i n g  i n t o  trade  d i d  

not have backgroaads we21 s u i t e d  to u n d e r s t a n d i n g  t h e  
2 

- - -- 
intricacies of tire interregional and intertemporal nature o f  

arbitrag'e. Howewer, over t i m e  t h e 3  would learn and respond more . 
I 

accoratelr to'varioes changes i n  aarket forces. This in turn 

mould affect changes in p r i c e s  i n  t b e  off-yasoa, as traders 

understand st& pos i t ions  in wasious n a r k e t s  better t h a n  

before- A s  a result ,  it is expected that over a c e d a i n  r a n g e  

off-season p r i c e  fluctuations v o a l d  decrease over time. 



S e c o n d l y ,  a s  s b o w a  ia Chapter XI, f a c i x i t i e s  l i k e  s-gs, 
- - - -- - - - - - -- -- - -- -- 

transpartation and ~ o ~ m u n i c a t i o n s  have increased significantly 

in. the l a s t  35 years- Absence of t b e s e  f a c i l i t i e s  creates 
f 

barriers t o  t h e  smooth a l l o c a t i o n  of s u p p l i e s  both over time and 

space, which  k o u l d  r e s u l t  i n  'abnormal'  f l u c t u a t i o n s  in prices, 

Increased a v a i l a b i l i t y  of s u c h  f a c i l i t i e s ,  o t h e r  things being 

equal, results i n  reducing e x t r e m e  p r i c e  f l u c t * u a t i o n s ,  one may, 

-- >> L <  - - - - -- - - - - - -- - 
.. < - and 1971 and the rap id  iw-rease i n  p r o d u c t i o n  o f  wheat and rice 

in t h e  late  sixties. could have d i s r u p t e d  existing marketing 

rieu, i f  markets uere f u n c t i o n i n g  efficiently. ' t h e s e  f a c t o r s  

s h o u l d  not  have  created a permanent s h i f t  in t h e  rate of price 

f luctuat ions ,  I t  may a l s o  b e  pointed o u t  t h a t  relatively smaller 

p , r i c e , f l u c t u a t i o n s  may not aecessarily be d u e  to  a h i g h e r  d e g r e e  

of i-ntertel~poral market integtatftm, They t a y  be due to an 
- - - $.- -- - p-pp-, 

increase in c o l l u s i v e  bebaviour of trader; T h i s  arguhen t, 

thoagh t h e o r e t i c a l l y  p lausab le ,  does n o t  concern as, as t h e r e  
- 

erists n o  evidence t h a t  c o l l u s i v e  behar iour  indeed iacreas's  

To see time trend in the risk factor, we t h e r e f a r e  rhgress 
9 C 

a CI on t i m e  for each n a r k e t  and for each commodity, The best fit 

is g i v e n  by: 

- C V i  = a + bT + cTz + ei ( 3 - 2  4) 
where 

cv = as defined in (3-23 
i = 1. - - -  22 
T = time i n  ears i-e- 1, 2 ,  -., 22 f 



a n d  for t h e  r i s k  factor t o  d e c r e a s e  over time b+2CTCO must ho ld ,  

Evaloatinq the P e r f o r m a n c e  of D i f f e r e n t  Levels n a r k e t i n q  

T h e  n a t u r e  of d i f f e r e n c e s  between p r i c e s  a t  v a r i o a s  l e v e l s  

of marketimg i n  any r e g i o n  is apother i m p o r t a n t  indicator of t h e  

. . p e r f o r a a n c e  of a n a r k e t ,  I n  a perfectly i n t e g r a t e d  marke t ing . .  

system,-pri-"ces a t  ar?p twor l e v e f s s d i f f e r  only b y  a minimum - amount  
- - - L- 

p l u s  a *noraalm r a t e  of r e t u r n  t o  t h e L - t r a d e r s  

i n v o l v e d ,  

-- -- - Me v i l l  c a l c u f a t e  s u c h  - d i f f e r e n c e s  between -- ppp-p--p t h e  a v e r a g e  - - 

~ o n  thly r e t a i l  and uholesale p r i c e s ,  E s t i m a t e s  of. h a n d l i n g  costs 
I 

were a l s o  o b t a i n e d ,  An a t t e m p t  then is  made t o  derive e s t i m a t e s  

of t h e  *net r a t e  of retarn* w h i c h  all t r a d e r s  (from wholesalers \ 
\ 

to r e t a i  v e  earned o n  a v e r a g e  i n  v a r i o u s  y e a r s -  Sooe  

estimatd a l s o  l a d e  of the rates of return earned b y  v i l l a g e  

IdeaSly  one should check price d i f f e r e n c e s  a t  s t a g e  of . d 

the movesent of a cosaod i ty ,  U n f o r t u n a t e l y ,  no  

available o n  th* exact number of t i a e s  a comnod i ty  changes 

hands.  The sale , a n d  purchase prices a t  every stage of m a r k e t i n g  

are almost i n p o s s i b l e  t o  g e t  as i n  aany c a s e s  t r a d e r s  do riot 

k e e p  proper accouats of t h e i r  t r a n s a c t i o n s ,  and i n  other cases 
-----------a 

1 * The term anormala' rate of return 'as a s e d  in t e x t b o o k s  
! T g e p - - ' = r  ==pect= average  f x r m k e  
f~om alternative o p p o r t u n i t i e s  i n  r i s k l e s s  u n d e r t a k i n g s ,  See, 
f A r n?  -31 37 t 

t r  L U L .  rr - L~ & A  

1 8  See  C h a p t e r  XI f o r  details of t h e  m a r k e t i n g  c h a n n e l s  of far.  
c o s a o d i t i e s  i n  P a k i s t a a .  



Gavernnent agenc i  

sources: marketing 

es which col lec t  price data thus depend on two 

&gents ( a r h a t ~ a s )  and retaiiers. Information 

on the i -q  p r i c e s  is open to a l l  as it is in their ovn i n t e r e s t  to 
L, 

keep their customers  informed, C o n s e q u e n t l y ,  we are c b n f i n e d  t o  

those stages of rparketing for which information on p r i c e s  is 

avai labfe ,  The e s t z m a t i o n  method used h e r e  is a s  fo l lows:  

I A C I  = (GC1 - HC) (3-26) 

fig = GE - (RC + I) ' (3927) 

BC = T r a n s p o r t a t i o n  and handling costs; 

B G  = Rate of gross m a r g i n ;  
+ 

R A  = Rate of net a c c o u n t i n g  margin; 

t = t i m e  i n  years = 1,2 .,, 22,. 
Tp see i f  m a r k e t i n g  a t  the retail l e v e l  was. perfectly 

i n t e g r a t e d  w i t h  the -- v h o l e s a l e  level, one would like to test the 

h y p o t h e s i s  t h a t  E ( R 3 f  =O to test the long-ran behavioor  of market 

rargins,  One of the basic problems ia t e s t i n g  this hypothesis, 



hoverer, is the d e f i n i t i o n  of 'normal  profit*, B e  Day say that 
- - -  - - - -- - - - -  

- -- - - 

it is t h e  average rate of r e t u r n  which a trader e x p e c t s  to earn 

from r i s k l e s s  alteraatires,~* But usually i t  is not possible to 

find out a trader's e x p e c t a t i o n s .  T o  avoid this problem, ve 

present o n l y  'gross m a r g i n s 8  a n d  some e s t i m a t e s  of . ' h a n d l i n g  

c h a r g e s s ,  The d i f f e r e n c e  between t h e  two determines t h e  'net 

account ing  oargin*  . (1Bd)  e a r n e d  by  a n y  trader, S a g n i t n d e s  of 

those margins a f l o w  u s  to d e t e r ~ i n e ,  at -'least qualitatively; the . 
r . , -. 

l e v  el ofL perf or ranceL of markets, 

S i r i l a r l r .  a corrparisoa pi o u r  e s t i m a t e s  of market m a r g i n s  

the p u r p o s e  of c o n f i a r a t i v e  analysis, u 

S e c o n d l y  we observe the time t r e n d  of b o t h  t h e  n e t  and 

grass margins ,  If t h e s e  s a t g i n s  (in p e r c e n t a g e  term) decline 

over time, then, other t h i n g s  being equal, a a r k e t  performance 

has improved a s  it i s p l i e s  that t h e  cost per unit of marketing a 

r a t e s  t o  b e  i n c l t e a s i n g ,  then, 'it u i l l  * s i g n i f y  d e t e r i o r a t i o n  

n a r k e t  perforcraace-20 

Ion of normal rate or - 
r e t u r n  I82 r PF- I 

2 1- 221, 
20  A s i ~ i l a r  v iew is expressed bywarrack 110 3 s  



Oar c a l c a l a t i o n s  of ~arketing margins above are based on 
-+ 

vliolesale price data from p r i - ~ a r y  markets  but n o t  from village 
* 

mrkets, T h e  t r a d e r s  who earn s u c h  margjns are those who move 

the produce f rolt a ccanr i s s ion  a g e n t ' s  s h o p  to  the consuster- The 

narket margins e a r n e d  by v i l l a g e  t r a d e r s  are i n c l u d e d  i n  
;r 

this qreount, For this purpose ve need to p r . i c e s * i n  a - '  

- 
A A 

v i l l a q e  'market  w i t h  those prima= w h o l e S a E  market -  

Rouever, no systemtic d a t a  a r e " a v a i l a b 1 e  for village market 

?lost of the e a r l i e r  attempts to deal u i t h  the subject do 

not give a n y  c l e a r  picture of t h e  market margins  for v i l l a g e  

traders. 2 1  According t o  t h e s e  s t u d i e s ,  they a r e  a s  high a s  60% 

i n  t h e  case of grare, but o n l y  30% o r  less i n  the case of wheat 

and rice- [ 75, 841 Soae studies have c o n c l u d e d  t h a t  village 
- -- 

traqors sI iould-6e  eLi-sKZrGat3FiFas they earn "abniEESprofitsa amp-- 

p r o v i d e  , p r a c t i c a l l y  no s e r v i c e  f 821 Bo , such conclusion, 
b 

however, e E e K g e s  f r o n  o t h e r  s t u d i e s  [ 3 5 ,  753, 
' F 

I 

We think t h a t  part of the c o n f u s i o n  on t h i s  issue is d u e  to 

the lack of exact-fignres about p r i c e s  paid and ,received by 

v i l l a g e  traders a l l  t h e  studies hale- u s e d  i n d i r e c t  n e t h o d s  to  

e s t i m a t e  s u c h  prices, To overcome t h i s  problen, ue have taken 

steps to  obtain i n f o r m a t i o n  about t h e  t r a d i n g  activities of a 
.tb 

cross-section of village -traders in t h e  d i s k  r i q s  -of l a i s a l d m d  ,. 



I 

Pe w i l l  p r e s e n t  the e s t i ~ a t e s  of both g r o s s  and n e t  marg ins  

c a l c u l a t e d  on the b a s i s  of this i n f o r ~ a t i o n  a n d  compare them 
I 

with e a r l i e r  f i n d i r q s ,  C 

In C h a p t e r  Iv, we p r e s e n t  our statistical results and the ir  

a n a l y s i s ,  

22 we u s e d  our p e r s ~ n a l  c o n t a c t s  with some of t h e  c o o n i s s i o n  
agents i n  t h e s e  two s a r k e t s  to p e r s u a d e  15 village t r a d e r s  i n  
t h e i r  a r e a s  to l e t  ?as see their a c c o n n t  books for  1980. 



- - - -  - 

CHAPTER IV 

Performance of l l a r k e t s :  R e s u l t s  and I n t e r p r e t a t i o n  

We now t u r n  t o  e i n p i r i c a l  f i n d i n g s  a n d  a n a l y s e  t h e i r  main 

i a p l i c a  t i o n s ,  

f f a r k e t  1 n t e g r a t i o n  --- --- 

The r e s u l t s  of o u r  e s t i a a t e s  of equations (3-14) to  (3-16)  
- - -- - - -  - - - - - - -- - - - - - - - 

f o r  d i f f e r e n t  p a i r s  of n a r k e t s  a r e  s u m m a r i z e d  i n  Tables 4 - 1  and  

4,2., w h e r e a s  C e t a i l s  o f  these e s t i m a t e s  a r e  p r e s e n t e d  i n  T a b l e s  

B. 1 t o  E-33. From these t -ables  we c a n  make  the f o l l o w i n g  
5 

o b s e r v a t i o r s  about the n a t u r e  of i n t e g r a t i o n  be tween  the 

selected markets,  A d i s c u s s i o n  of some of the factors e x p l a i n i n g  

these r e s u l t s  f d l o v s ,  

1 1. T h e  hypothesis t h a t  1=1 can b e  accepted i n  a  l a r g e  number o f  

cases: 7 4 , 2 4 2  a n d  5$,97f  r e s p e c t i v e l y  for prices of wheat  

a n d  g r a z  when the relationships a r e  e s t i m a t e d  on t h e  b a s i s  

of a b s o l u t e  p r i c e  levels, I n  a feu cases, a b o u t  25% f o r  

wheat ,  this h y p o t h e s i s  is rejected, i n d i c a t i n g  t h a t  even 

t hough  t h e  intermarket i n t e r g r a t i o n  ig s i g n i f i c a n t  . i n  the 

sense o f  E q u a t i o n s  3 . 9  a n d  3- 10, its d e g r e e  is n o t  p e r f e c t  
- - - - - - - 

f o r  a l l  cases, 

2. The v a l u e s  of t h e T G G e f f i c i e n t  a r e  s i g n i f i c a n t l y  d i f f e r e n t  

f rom 9% i n  most o f  t h e  cases, when estimated by u s i n g  o t h p r  
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of change i n  p r i c e s  for b o t h  of t h e s e  commodities, 
- - - - - - - 

In t h e  case of t h e  v a l u e s  ofYl are less t h a n  t h o s e  for 

vheat a n d  g u  e r e r p u h e r e ,  and much d i f f e r e n t  from one, e v e n  
* 

when the estiaates ace based on a b s o l u t e  p r i c e  levels- 
1 

T h e  dep-r;ek of r a r k e t  i n t e g r a t i o n ,  t h o u g h  n o t  perfect - for  
-- 

e v e r y  c a s e ,  is r e l a t i v e l y  h i g h e r  between p r i n a r y  m a r k e t s  

than h e t u e e n  p r i ~ a r y  a n d  t e r m i n a l  markets, 

I n t e g r a t i o n  i s .  g r e a t e r  among  a a r k e t s  i n  t h e  P u n j a b  t h a n  

i n t e g r a t i o n  t h a n  R a ~ a l ~ i I l d i  with t h e  m a r k e t s  i n  t h e  P u n j a b ,  

p a r t i c u l a r l y  i n  wheat- 

The P e s h a v a r  a a r k e t  is v e r y  w e a k l y  related v i t h  most of t h e  

other markets, whereas F a i s a l a b a d ,  L a b o r e ,  H u l t a n  a n d  

Sahival are t h e  b e s t  i n t e g r a t e d  ma e k e t s  wth v i t h  o n e  

5 

Among the markets of t h e  P o n j a b ,  S a i l k o t  and S a r g o d h a  are 

relative1 y w e a k l y  i n t e g r a  t e d  vi t h  other a a r k q t s .  

I n  Sind, t h e  Hyderabad market is  r e l a t i v e l y  more  s t r o n g l y  

i n t e g r a t e d  w i t h  K a r a c h i  a n d  with t h e  markets of S h e  P u n j a b -  

This is n o t  t h e  c a s ?  for t h e  S u k k u r  m a r k e t .  

30. The intercept teras (YO)  b a s e d  on a b s o l u t e  p r i c e  levels for 

- - w h e a t  and -- gram are g e n e r a l l y  less t h a n  the transportat' ion 

cos ts  presented i n  Tables 8-37 a n d  8-30, This, h o u e v e r ,  is 



change in p r i c e s  a r e  s t a t i s t i c a l l y  i n s i g i n i f  d c a n t  for wheat 

and gram i n d i c a t i n g  n o  d i f e e r e n c e s  between * c h a n g e s i  a n d  

' r a t e s  o f  c h a n g e e  i n  prices of t h e s e  two c o m m o d i t i e s  i n  

d i f f e r e n t  markets, For rice prices, however ,  i n t e r c e p t s  are 

s i g n i f i c a n t l y  different from z e r o  i n d i c a t i n g  relatively 
t 

lower degree of i n t e g r a t i o n  between m a r k e t s  - fo r  rice, - 

- -  - - 
One of €hLe mosf X n p o r t a n t  a s p e c t s  of these estimates - is  

t h a t  they a l l  show a h i g h l y  s i g n i f i c a n t  r e l a  t i o n s h i p  b e t w e e n  

prices iq v a r i o u s  %arkets, s u p p o r t i n g  o u r  h y p o t h e s i s  t h a t  these 
- - *  - - - ~ - - p - - ~ ~ ~ - - - ~ - - p ~ -  - - -- - -- - 

-- 

sarkets a r e  # i n t e g r a t e d * ,  The degree of ntarket i n t e g r a t i o n  is, 

h o u e v e r ,  o b v i o u s l y  n o t  p e r f e c t ,  B u t  it i s  n o t  reasonable t o  

conclude from these r e s u l t s  t h a t  lack of perfect n a r k e t  

i n t e g r a t i o n ,  3 s  i n d i c a t e d  by  the v a l u e  of 11, is c a u s e d  by a 

single f a c t o r  l i k e  manipulation of prices b y  t r a d e r s -  I n  f a c t ,  

f i n d  t h a t  t h e  v a l u e  oiY1 d e p e n d s  o n  t h e  r e l a t i v e  m a g n i t u d e s  of 

al, b l ,  a2, a n d  b2, which i n  turn depend o n  a number of f a c t o r s -  

* Sose o f  t h e s e  f a c t o r s  are:' 

1, t r a n s p o r t a t i o n  eosts; 

2 ,  d i f f e r e n c e s  i n  t h e  q u a l i t y  of a  p r o d u c t ;  

1 For more on Compar i son  of i n t e r m a r k e t  price differences with 
t r a n s p o r t a t i o n  costs see a s e c t i o n  below on Boot Bean S q u a r e  

- - --- - E r r e Y ~ o u  -3, . 
2 See C h a p t e r  111 equations (3-5) and 3-6 )  for d e f i n i t i o n s  of 

h3 
.R 

L e l e  [ 4  83, E,1, Bays f 2 7 1  a n d  L O ,  Farrok 121 3 for  
soae of t h e s e  factors, 



3 3. p r o d u c t  m o b i l i t y ;  
- -- - -- -- - - -- -- - 

4, n a t a r e  of p r o d u c t i o n  i n  d i f f e r e n t  r e g i o n s ;  a n d  

5 ,  . d i f f e r e n c e s  i n  monopoly power e n  j o y e d  by t r a d e r s  i n  1 
k r i o u s  marke t s ,  

I 
I 

A 1 1  of t h e s e  fac tors  i n f l u e n c e  t h e  n a t u r e  o f  a r b i t r a g e  b e t u e e n  , 

markets i n  s u c h  a manner  t h a t  c o n t r a r y  t o  c o n d i t i o n s  (3.11) and 6- 

Y 
t r 

(3,12), a1 a n d  a2 a r e  l i k e l y  t o  d i f f e r  from bl and b2. 1 w i l l  ' 

n o t  be e q u a l  t o  one under these c i r c u m s t a n c e s .  He - discuss - t h e  - 

L -  

t h e s e  f a c t o r s  t o  o u r  empirical f i n i b i n g s  above.  

T r a n s p o r t a t i o n  C o s t s  are a f u n c t 4 o n  of f a c t o r s  s u c h  a s  

~ h y s i c a l  distancq, C J I I ~ G ~ ~  * of r a i l  a n d  roads, f r e q u e n c y  o f  

s e r v i c e ,  and  s o  on,  The  m a g n i t u d e  of s u c h  c o s t s  betueen a n y  two 

. m a r k e t s  usually sets t h e  range within which prices may c h a n g e  

t h e  o t h e r .  T h e  h i g h e r  t h e  a b i o l o t e  t r a n s p o r t  c o s t s  t h e  smaller 

is intersarket  a r b i t r a g e .  I &  a result;& will be leks t h a n  one. 

I n  our view,  t r a n s p o r t a t i o n  c o s t s  is one  of t h e  n o s t  i P p o r t a + t  

f a c t o r s  i n f l u e n c i n g  t h e  d e g r e e  of i n t e g r a t i o n  betueen m a r k e t s  i n  

Paki s tan ,  r e a s o n  why markets i n  t h e  P u n j a b ,  f o r  example;  h a v e  

a h i g h e r  degree of i n t e g r a t i o n  w i t h  one another compared t o  

w k e t s  like Eiyderabad is their c l o s e n e s s  i n  d i s t a n c e .  

T h e  same factor should also explain a high  d e g r e e  of m a r k e t  

i n t e g r a t i o n  be tween  t h e  m a r k e t s  of S i a U o t  a n d  G u j r a n v a l a  which  



. a r e  o l l y  30  miles a p a r t ,  ~ouever, a s  t h e  S i a l k o t  a a r k e t  is 
1 

- 

- - --- -- -- -- - - - - - - - -- - -- - - I 

l o c a t e d  o n  a r e l a t i v e l y =  l e ss  c o n v e n i e n t .  t r a n s p o r t a t i o n  route, i t  i 1 
h a s  a nuch lower d e g r e e  of i q f e g r a t i o n  w i t h  o t h e r  markets, even 4 

i 
i 

i n  t h e  Pun jab -  

T h e  p e r f e c t  d e g r e e  of m a r k e t  i n - t e g r a t i o n  be tween  t h e  
i 0 

4 

S a h j w a l  a n d  Okara ,  m a r k e t s  t h a t  w e  o b s e r v e d  for whea t  agd gram is - i 
a n o t h e r  e x a m p l e  of t h e  s i g n i f i c a n t  i n f l u e n c e  of t r a n s ' o r t a t i o n  I 

1 

cos t s  and  d i s t a n c e  o n  i n t e r m a r k e ;  *rice - r e l a t i o n s h i p . *  since - I 
- -- - I 

b o t h  of these - m a r k e t s  are located o n  t h e  same n a t i o n a l u  %Tghiiay, 
1 

and  o n l y  20 miles apart, we o b s e r v e  almost no  d i f f e r e n c e  i n  
63 

1 
4 

t h e i r  p r i c e  movements, 1 
- - - - - - - - -- 

1 

D i f f e r e n c e s  in 9 u a l i t p  of P r o d u c e  

T h i s  is another ~ a j o r  z e a s o n  which  nay result i n  a IOU 

degree o f  integration between m a r k e t s ,  Since no s c i e n t i f i c  

grading system exists in t h e  s e l e c t e d  m a r k e t s ,  t h e  q u a l i t y  of a 

c z q -  - iS&&-i-+ l t s d e e  r, --~-f-ff-~re+ 

e l e m e n t s ,  d e g r e e  of b r o k e n n e s s  (as i n  rice), or a c c o r d i n g  to i ts  

.ace of its o r i g i n -  For vhea t and gram, t h e  seeds are u s u a l l y  
d 

t e g o r i s e d  a s  m s u p e r i o r ' ,  * a v e r a g e 1  or 8 i n f e r i o r 1  q u a l i t y .  The  t 
p r i c e  data used i n  t h i s  study refer o n l y  t o  average q u a l i t y  i 

p r o d u c e ,  e.9, dara wheat, 

Bouever ,  the main problea is that so-called 'average 

q u a l i t y *  d i f f e r s  f r o m  region t o  r e g i o n ,  Wheat grown 08 s d t  
i 

n o n - r i c e  g r o w i n g  laaifs is likely t o  be of d i f f e r e n t  quality t h a n  
t' 

--------------- 
The i n t e r m a r k e t  d i s t a n c e s  are p r e s e n t e d  i n  T a b l e  1-2: 



w h a t  is grown i n  ricegr:rimg f i e l d s .  Gram from Saraodha and 
- - -  - - -  --- - - - -- - - 

n i a n u a l i  are c o n s i d e r d  t o  he of better quality c o s p a r e d  t o  

S i a l k o t  or  Gu jranvala, s u c h  g u a l i t a  ti ve di f ferences  become 

f u r t h e r  complicated i n  t h e  case of rice (Basma t i ) .  R i c e  sometime r' 
_J 

d i f f e r s  i n  its q u a l i t y  f r o s r f a r m  t o  farm because of t h e  amount  
- 

of water, r a i n f a l l ,  f e r t i l i z e r  a n d  o t h r  i n p u t s ,  D u r i n g  the 
6. 

h n s k i n g  p r o c e s s ,  i ts q u a l i t y  can change a c c o r d i n g  t the wetness 4 
of paddy, and the kind of machine used  i n  hus_k_in_g, Some h u s k i n g - -  - 

- - 

% - - A -- - - A- L - A L A - a - 
m a c h i n e s  b r e a k  more t h a n  others, o t h e r s  clean a n d  s h i n e  b e t t e r ,  

S i m i l a r l y ,  rice (Basmat i )  can differ i n  its taste b e c a u s e  of 

d i f f e r e n c e s  i n  -aging. I•’ stored p r o p e r l y ,  o n e  t o  two-year  old 
--- 
-- 

~-ice u s u a l l y  t a s t e s  better t h a n  freshly husked.  These a re  j u s t  a 

f e w  of t h e  numerous f a c t o r s  which d e t e r m i n e  t h e  quality a n d  ' 

p r i c e  of rice i n  each region, The prices u s e d  i n  o u r  study refer 

t o  - @asmati) rice b u t  t h i s  gay have d i f f e r e n t  i m p l i c a t i o n s  for 

prices in e a c h  region due( to  g u a l i t a t i r e  d i f f e r e n c e s ;  
- - -- 

-ConSequent ly ,  o b s e r v e  an evidently l o u ~ m a r k e t  T n t e g j t i ' o n  

when prices of (Basma&& rice ar;E used. 5 

Varietal differe~ces a lone  cannot e x p l a i n  t h e  hery lov 

degree of integration o b s e r v e d  i n  t h e  case of (Basoat?) r ice  ' 

p r i c e s ,  , U b y  s h o u l d  rice prices p a r t i c u l a r l y  e x h i b i t  s u c h  a 
-- 

2. 

markedly diff e;ent pattern? T h i s  c i a  be e x p l a i m d y a o r e  by t h e  

Other sain v a r i e t i e s  of rice grown i n  P a k i s t a n  are m n &  
Suudas i  and I r r i - P a k  [ 63, 653. 



existence aof- contra - IryFg0-w9cPrePto~he ; n + r r r i l i - - - -  
Y 

i n t r a d i s t r i c t  moverent of rice. 1701 

Rice has been a major s o u r c e  of f o r e i g n  ex  hange e a r n i n g s  d 
f rom f l i d d l e  Eastern a i d  E a s t e r n  ~ u r o ~ e a n  c o u n t r i e s ,  162 J T o  

increase e x p o r t s  t h e  government  buys i ts  d e s i r e d  s t o c k s  from the 

rice-producing a r e a s  first , b e f o r e  a l l o w i n g  any  movement t o  

o t h e r  markets, T h e  Government also i n t e r v e n e s  with r e s p e c t  t o  
- - 

v l e a t ,  but not  t o  t h a t  e x t e n t  a s  ilt does in the case of rice. 

Rice is t r a n s a c t e d  b o t h  i n  the processed and unprocessed (paddy)  

forms, T h e r e f o r e  i t  takes more t i m e  before t h e  s u r p l u s  stocks o f  

7 - a r e  exn,iosrea - ~ o v e r n a e n t ,  

therefore, imposes r k s t r i c t i o n s  on rice movement for a l o n g e r  

period t d . b e  a b l e t B b 0 2  i t s  d i s i r k d  q u a n t i t i e s .  R e s t r i c t i o n s  

u s u a l l y  r emain  in effect t h r o u g h o u t  t h e  y e a r  f o r  rice, whereas 

fo r  wheat this h a ~ p e n s  o n l y  o c c a s i o n a l l y  d u r i n g  the harvesting 

months. [ 703  

T h e  t e s o l t  of mobif ity r e s t r i c t i o n s  o b v i o u s l y  is t h a t  the 

arbitrage among markets i s  r e s t r i c t e d .  P r i f e s  i n  s o m e b r e a s  may 

c o n t i n u e  t o  rise uithaat causing any movement of goods  f r c a  

o t h e r  markets,  A s  a r e s o l t ,  p r i c e s  i n  different m a r k e t s  may 

beco ie  coap le t e ly  u n r e l a t e d ,  This is w h a t  has happened t o  t h e  

n a r k e t i n g  of rice, Althougk the  government h a s  been allowing 
%2 

p r i v a t e  t raders  to be? and sell whatever stacks the? ~ i g b t  have 
-4 



T h e  Patare of P r o d u c t i o n  &g Different Regions - 
Due t o  differences i n  t h e  q u a l i t y  of land,  c r o p p i n g  

p a t t e r n s  and w e a t h e r  conditions, c r o p s  a r c  n e i t h e r  sown nor 
f 

3 harvested a t  t h e  same ti= i n  e v e r y  r e g i o n ,  As a r e s u l t ,  the 

flow of ma'rketable s i l r p l u s  t o  m a r k e t s  differs from r e g i o n  to  

region. a h e a t  a n d  gram, f o r  example, s t a r t  a r r i v i n g  i n  the 

, iarkets  of n o n - r i c e  grovirtg areas earlier than i~ the sazkets of 
A a - 

r i c e g r o w i n g  areas,* S i m i l a r l y ,  t h e  rice c r o p  is usually ready 

earlier i n  those r e ~ i o n s  where i r r i g a t i o n a c i l i t i e s  a r e  

f 1- - of dm- -&a- -- 

m a r k e t ~  is, t h e r e f o r e ,  quite u n p r e d i c t a b l e ,  T h i s  may a f f e c t  the a 

deg ee of i n t e g r a t i o n  between m a r k e t s -  t 
D i f f e r e n c e s  in ~ Q ~ O P O ~ Y  Bower qg ~ r a d e r s  in -- 

D i f f e r e n t  markets 
~~ -p---------p----------p---p---------p---------p--- 

, . T h l s  is onother important  reason vhy responsiveness of  

prices m y  differ b e t w e e n  a n y  two m a r k e t s ,  F a c t o r s  associated , 

w i t h  non-price c o m p e t i t i o n  make  t r a d e r s  and  f a r m e r s  p r e f e r  one 

sartet o v e r  t h e  other, even t h o u g h  p r i c e  c h a n g e s  are the same 

everywhere, Traders  in some markets may therefore e n j o y  a d e g r e e  

of monopoly power n o t  a v a i l a b l e  t o  t r a d e r s  i n  o t h e r  marke ts .  

Bowewer, it is i ~ p o r t a n t  t o  f i n d  o u t  w h e t h e r  s u c h  a monop.oly 

power is due t o  manipulation of mar f o r c e s  by a f e u  t r a d e r s  

----------- 
Wheat harvesting is usually l a t e  in the r i c e - g r o w i n g  a r e a  as 

2 the fields in which  rice is grown t a k e  s o m e  t h e  before they a r e  
ready for r e c u l t i r a t i o n ,  



earlier, A ~laser look a t  differences i n  t h e  degree of 

i n t e g r a t i o n  of d i f f e r e n t  markets will alleu, us t o  i d e n t i f y  t h e  

main  f a c t o r s .  

i 
Factors e x ~ l a i n i n g  c o m p a r a t i v e  d i f  f e r e n c e s r  *de~ ree  ef -- 

s a r k e t  i n t e q r a t i ~  qf d i f f e r e n t  m a r k e t s  

In the l i g h t  o f  the fasegoing considerations, differences 
- 

i n  the degree of i n t e g r a t i o n  among markets c a n  be e x p l a i n e d  a s  

f ollowso 

- - 
- -  1 - - -- !lost - - - of - - - t h e  - - p r b a r  f marketsSoff_th_e Pun-b- a- l ~ ~ c a t e i l u i t h i a - ~ ~ ~  

a r a d i u s  of 300 n i l e s ,  whereas t h e i r  a v e r a g e  d i s t a n c e s  from 

t h e  Karachi terminal m a r k e t  is more t h a n  1000 miles i n  some 

c a s e s  (see Tanfe  1 2 )  Since t r a n s p o r t  costs u s u a l l y  

i n c r e a s e  w i t h  d i s t a n c e ,  the degree of ' i n t e g r a t i o n  be tween  

t h e  prqi;i.ary a a r k e t s  of the P u n j a b  would likely be aorq than  

K a r a c h i  m a r k e t ,  
2 

Howeyer t h e  r e l a t i o n s h i p  of t h e  P n n j a b  m a r k e t s  is 

relatively s t r o n g e r  u i t b  K a r a c h i  t h a n  with t h e  B a v a l p i n d i  

mafket  u h i c h  is closer. T h i s  c a n  be e x p l a i n e d  by t h e  
, 

j f o l l o w i n g  factors, F i r s t ,  t o  most of t h e  traders i n  t h e  - 

$.< . 
Pun jab, B a v a l p i n d i  is not a s  u e l l - e s t a b l i s h e d  a  t e r m i n a l  , 

m a r k e t  as K a r a c h i ,  Seang r e l a t i v e l y  s ~ a l l e r  i n  p o p u l a t i o n ,  
+% 

it a b s o r b s  only a small share of t h e  t o t a l  s u r p l u s  a v a i l a b l e  

f o r  t e r m i n a l  m a r k e t s ,  Also, R a v a l p i n d i  d o e s  n o t  offer i n  



e x c h a n g e  any s i g n i f i c a n t  c c m m o d i t i e s  to o t h e r  p l a c e s  i n  t h e  ' 

- - - - - - - - - -- - - - -- - - - - - - - - 

I 
i 

c o u n t r y .  -0n the o t h e r  hand,  K a r a c h i  o f fe r s  i n  e x c h a n g e  most T 
I 
k 

of t h e i m p o r t e d  a n d  l o c a l l y  p r o d u c e d  i n d u s t r i a l  g o o d s  to  t h e  

c o u n t r y , '  Doe t o  t h i s  pattern o f  exchange of goods, 
L 

i 

t r a n s p o r t e r s  and t r a d e r s  ha re  developed a p r e f e k n c e  f o r  I 

t r i p s  t o  ~ a r a c h i  r a t h e r  t b a d  t o  p l a c e s  l i k e  R a v a l p i n d i ;  

T r a n s p o r t e r s  u s u a l l y  e x p e c t  t o  g e t  a t t r a c t i v e  s h i p m e n t  . 

c o n t r a c t s  on their return t r i p s  from Karachi b u t  n o t  
- 

n e c e s s a r i l y  f roa B a r a l  p i n d i ,  They are, t h e r e f o r e ,  w i l l i n g  t o  

c h a r g e  less per ~ i l e  f o r  a t r i p  t o  K a r a c h i  from the Pnnjab 

markets conpared t o  wha t  they w o u l d  a s k  f o r  a s i m i l a r  t r i p  

t o  R a v a l p i n d i ,  

2. Government  r e s t r i c t i o n s  nay have b e e n  r e s p o n s i b l e  f o r  a 

lower d e g r e e  of aarket i n t e g r a t i o n  b e t w e e n  P e s h a a a r  and  t h e  

o t h e r  markets, - B e c a u s e  P e s h a u a r  is  l c c a t e d  n e a r  t h e  b o r d e r  

o f  A f g h a n i s t a n ,  strict c h e c k i n g  is d o n e  of vehicles c a r r y i n g  

goods *o --Bad f wt- *& i-s &-y,-TBis-d-i scwracjes-k m-ders-'ram 

moving g o o d s  t o  the P e s h a u a r  market, D i f f e r e n c e s  i n  

languages map also be a  barrier t o  smooth t r a d i n g  c o n t a c t s  

be tween  n a r k e t s  o f  t h e  two r e g i o n s , "  

3, Another i n t e r e s t i n g  aspect of our results is t h e  c a s e  of t h e  

Sialkot a n d  S a r g o d h a  m a r k e t s ,  Compared t o  markets l i k e  
--c----------- 

7 Although n o  data are a v a i l a b l e  aboot the actual flow of 
aanof a c t u r e d  goods f ros  K a r a c h i  vis-a-vis B a u a l p i n d i  t o  o t h e r  
p a r t s  of t h e  c o u n t r y ,  o n e  c a n  easily g e t  soae i d e a  by l o o k i n g  a t  " - .  
- ~ ~ ~ ~ L c x t a l  i-1 p r c d u c t i a  of fidi€•’a=e~)t ~1-9 
g iven  in f 6 2  1, R a r a c t i i ' s  share i n  t o t a l  industrial p r o d u c t i o n  of 
P a k i s t a n  is many tiltes sore t h a n  a n y  other c i t y -  
8 In P e s h a v a r  markets  t h e  traders a s a s a l l y  s p e a k  p o s h t o ;  w h e r e a s  
t h e  l a n g u a g e  spoken by t r a d e r s  i n  P u n j a b  is Pnn jab i .  



have shown ueaker integration with o t h e r  markets. fSee Table  
- -- - -- - 

4-3 j, ~ e l a t i v e l y  poor tmnsport f a c i l i t i e s  appeaE t o  b e  the - 

~ a i n  factor re spons ib l e ,  Both Sialkot and Sargodha a r e  

located on  =branch l ine*  of t h e  railways a n d  a t e  a l s o  avay  . 

from t h e  Grand Trunk Road ( the  national highway l i n k i n g  

v a r i o u s  c it ies  i n  Pakistan), R a i l v a y  s e r v i c e  to t h e s e  c i t ies  

is less f r e q n e n t  axid s l o w ,  Poor  t r a n s y o r t a t i o n p t e n d s  t o  
- - 

increase costs, Truck companies c h a r g e d  a h i g h e r  r a t e  i f  

they had  t o  pass through a low quality or branch road- . 
- -4- ---* *-*-s-*~ 

y e g r a t i o n  r i t b  ?unjab markets is  t h e  difference i n  t h e  

t i m i n g  o f  arrival of marketable surplus i n  t h e  markets  i n  . 

t v o  r e g i o f f s ,  I n  most areas of S-ind, wheat a r r i v  late 

c o s p a r e d  t o  t h e  ~ a r k e t s  i n  the P u n j a b  The Ryderabad m a r k e t  
. . v .  

[ w h f c h  >is a l s o  i n  t h e  Sind) has better t r a n s p o r t a t i o n  and 
- - - -  - - PA - -- - - -- - - - -- -- - - 

c o m e u n i c a t i o n  l i n k s  w i t h  o t h e r  cities, and is n o r e  c l o s e l y  

r e l a t e d  w i t h  other  markets ,  

C o n ~ a r i s o n  w i t h  e s t * a t e s  for other c o u n t r i e s  ----- - 
1 

Table 4.4  suamarizes estimates of t h e  c o r r e l a t i o n  
8 

Coefficient {r] obtained b y  Parruk [ 2 l J ,  Haps [ 2 7 ] ,  Jones [ Y O ] ,  

Lele [Y8], S o a t h v o r t h  1921 a n d  Ttaker f 94 ] respectively for E a s t  
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est imates of r r r ,9  
- - - -- - - -- - - -- - - - - - -- 

A s  u e  c a n  see from T a b l e  4.4, n o n e  of t h e  c o r r e l a t i o n s  i s  
- -  - - -- 

a b o v e  0 . 9 0 . a n d 3 n  more than 50% of t h e  cases it is less t h a n  

0.50 f o r  B i g e r i a n  f l a r k e t s  s t u d i e d  by  Hays,  J o n e s ' s  estimates 

b a s e d  o n  prices of s e v e r a l  c o m m o d i t i e s  p r e s e n t  more or less a 

s i m i l a r  p i c t u r e  of t h e  N i g e r i a n  n a r k e t s ,  V a l u e s  of # r 8  f o r  

~ a r k e t s  i n  one d i s t r i c t  of G h a n a  are  s l i g h t l y  h i g h e r  t h a n  t h o s e  

f o r  ~ i g e r i a n  m a r k e t s  b u t  s t i l l  m o s t l y  i n  t h e  r a n g e  of - 5  t o  - 8 0 ,  

In the case of t h e  G u j r a t  m a r k e t s  of I n d i a ,  more t h a n  502 of t h e  

v a l u e s  of *r8 a r e  less than 0 - 5 0  d e n o t i n g  p o o r  m a r k e t  

i n t e g r a t i o n .  I n  t h e  - case  of F a r r u k l s  - -- s t u d y  - of E a s t  I ~ a k i s t a n  
- 

(now B a q l a d e s h ) ,  more t h a n  4 0 %  of t h e  v a l u e s  are b e l o w  0 - 9 0 ,  I n  

t h e ' c a s e  of L e l e ' s  s t u d y  of I ~ d i a n  m a r k e t s ,  t h e  v a l u e  o f  ' r *  i s  

less than 0.90 for 4 3 %  of _the cases, H o w e v e r ,  h e r  values f o r  t h e  

P u n j a b  m a r k e t s  i n  I n d i a  v e r e  g e n e r a l l y  close to  0 - 9 0 ,  I n  our  

~arkets, d o r e  t h a n  9 0 %  of t h e  values based on l a b s o l u t e  p r i c e s n  , 

are above 8 - 9 0  and n o n e  a r e  0, BO o r  less, -l?vefi-when tIiFrate o f  

c h a n g e  i n  p r i c e  is u s e d  t o  es t imate  t h i s  c o e f f i c i e n t ,  o u r  v a l u e s  

g e n e r a i l y  r e m a i n e d  a b o v e  0 - 8 0  a n d  o n l y  i n  2 5 %  of the cases vent 

below 0-80, ( B o t  s h o w n  i n  Table 4.4) .  

O n e  of t h e  main r e a s o n s  f o r  h i g h e r  ' r e  v a l u e s  i n  o a r  s t u d y  

c o s p a r e d  t o  o t h e r s  is t h e  k i n d  of d a t a  base u s e d ,  Ye u s e d  

m o n t h l y  a v e r a g e  p r i c e s ,  w h i c h  t e n d s  t o  make -pr ices  i n  d i f f e r e n t  

m a r k e t s  r e l a t i v e l y  closer to one a n o t h e r  c o ~ p a r e d  t o  w e e k l y  
- - - - -- - - - 

p r i c e s  used b y  P a r r u k ,  L e l e  a n d  i h a k u r .  S e c o n d l y ,  o a r  s a m p l e  ----- -------- - - - - - - - - 

9 H e  d i d  this by t a k i n g  t h e  s q u a r e  root  of t h e  v a l u e s  of 'R** 
p r e s e n t e d  in A p p e n d i x  B, T a b l e s  81-827, 



s i z e  (=264) was larger than P a r r u k e s  ( 4 2 ) .  Bays' (=96), J o n e s *  
7 ~ 

- - -- - - - ~- ~ ~ 

/ 

( = l U Q ) ,  a n d  S o u t h u o r t h g s  (=96), which b y  adding lore i n f o r m a t i o n  
- - - - - - -- - - - - -- - 

i n t o  oar e s t i ~ a t i o n s  r e s u l t e d  i n  h i g h  v a l u e s  of 'rq 1473, 
\ 
\ 

U e v e r t h e l e s s ,  our h i g h  estimates s h o w  that i n  r e l a t i v e  

terms P a k i s t a n ' s  m a r k e t s  are more s t r o n g l y  i n t e g r a t e d  w i t h  o n e  

another t h a n  i n  other u n d e r d e v e l o p e d  c o u n t r i e s .  T h i s  may b e  

a t t r i b u t e d  p a r t l y  t o  the l a c k  of any t r a d i t i o n a l  t r a d i n g  

c o m m n n i t y  {cdmpared t o  p l a c e s  like G u j r a t  i n  Ind ia ) '  and i a r t l y  

to r e l a t i v e l y  better t r a n s p o r t a t i o n  f a c i l i t i e s  (compared t o  t h e  

aarkets studied by Hays a n d  Jones i n  N i g e r i a ) .  Hays i n c l u d e d  

links with major cities, T h e  system of r e g u l a t e d  m a r k e t s  w h i c h  . ' 

t exists i n  P a k i s t a n  and n o t  i n  N i g e r i a ,  a n d  w h i c h  a l l o w s  s n i c k e r  

a n d  better d i s s e m i n a t i o n  of * in format ion  a s  t h e  a a r k e t s  . a r e  

l ~ c - a t e d  i n  s p e c i a l l y  m a r k e d  ~ rem ises, nay  a l s o  be  r e s p o n s i b l e  + 

for a r e l a t i v e l y  higher d e g r e e  of m a r k e t  i n t e p ~ a t i o n  among 
A'' 

- - -- -- - -- - - - - - - - - - - - - - - - - -- - - - 

P a X i s t a n i  m a r k e t s ,  

An i n t e r e s t i n g  case is t h a t  of t h e  Indian m a r k e t s  i n  Punjab 

a s  compared to  the a a r k e t s  i n  some other ~rovinces  of I n d i a .  

S i n c e  that p a r t  o ~ f  I n d i a  e x p e r i e n c e d  a h i g h e r  rate of g r o w t h  i n  

i t s  a g r i c u l t n r a l  p r o d u c t i v i t y  and had r e l a t i v e l y  b e t t e r  road a n d  

r a i l w a y  f a c i l i t i e s ,  t h e  markets were found t o  be more i n t e g r a t e d  

t h a n  i n  t h e  ~ r o v i n c e s  of T a ~ l  Nadu and Yest B e n g a l  [ 4 8 ,  pp, 

89- 90], T h e  effect of increased a g r i c u l t n r a l  product 
- - - - 

perf oraance of a g r i c n l t u r a l  m a r k e t s ,  i n  fact, n e e d s  separate 

t r e a t m e n t ,  Re, t h e r e f o r e ,  s t u d y  i t  for P a k i s t a n  i n  t h e  n e x t  



- c h a p t e r .  

Variance a A  goyaria= g o n p o n e n t s  

I n  C h a p t e r  1x1, me p o i n t e d  out t h a t  t o  explore t h e  nature 

of r e l a t  i o n s h i p s  between m a r k e t s  we s h o u l d  a l s o  e x a m i n e  means, 

s t a n d a r d  d e v i a t i o n s  a n d  c o r r e l a t i  cn coeff ic ients  between p r i c e s  I 

i n  these a a r k e t s ,  Ue gou present t h e  s t a t i s t i c a l  r e s u l t s .  i 
T a b l e s  4.5 shows the frequency d i s t r i b u t i o n  of Boot Hean 1 

S q u a r e  Error (RISE), ' v a l u e s  based on a b s o l u t e  l e v e l s  of p r i c e s  

P a k i s t a n ,  A detailed p i c t u r e  of t h e s e  estimates is g i v e n  i n  

Tables B37 to  339, The essence of RRSE e s t i m a t e s  is  to f i n d  
- 

a b s o l r h e  d i f ferences  betueen p r i c e s  i n  different r a r k e t s  oveq a 

given p e r i o d  of t i m e ,  which then c a n  be compare3 w i t h  'per u n i t ,  

t r a n s h i p e n t  - costs over the - saae  - p  p e r i o d ,  a  distribution of w h i c h  
- - - - - - p- -- - - -- 

is g i v e n  in f a b l e  4.6. 

T h e  resul ts  ie Table 4 - 5  s h ~ w  that i~ t h e  case of w h e a t  

prices t h e  RBSE is b e t w e e n  1-43 to 3.0 for most of t h e  primary I 
a a r k e t s  of t h e  Punjab ,  ? o r  the m a r k e t s  of Hyderabad and Karachi, I 
u h i c h  are aore than 500 m i l e s  auap from t h e  Punjab  m a r k e t s ,  t h e  i 

.PEISE v a l u e  is between 3 - 0  to 5 - 0 .  Comparing these values with I 
t r a n s h i p r e n t  costs, me f i n d  that e x c e F t  for t h e  Peshavar market 

-- - 

t h e  BBSE r a l v e s  ase afPaps less than the  t r a n s h i ~ m e n t  costs- 
- -- a 

The pattern of the ~ S E  ra loes  IS v e ~ y  much in l m e  w 
% CT,hJ , 

our r e g r e s s i o n  e s t i a a  tes d i s c o s s e d  i n  the preceding s e c t i o n . ,  
- t 



TABLE 4 - 5  

O f S T B f , 3 U T t C Y  0; ROOT BEAN SQUARE ERROR (RnSE) l d  AVERAGE W O L E S A t C  PRICES 
OF SELECTED AGRICULTURAL C W O D I T I E S  1% AGRICUL'TU PAKI STAU 
ROH JAWJARY 1255 TO JWE 1979 

- 
RAMGE OF W E  VALUZS WEAT G B A W  R l  t E  

FHEQtEllCT PTRIXFUAGE FREQUENCY PERCCHTAGE FREQUENCY PERCENTAC 

I 

TOTAL 

SOURCE: TABLES B.34 to B.36 



- -- - - - - 

Table 4 . 6  

Distribution of Average Transport and Handling Costs 
on Truufer  o f  one raund (824 lbs) of Different Co-mc~dities 
from (he Agciculrurol tkrket t o  Another 1955-56 to 1978-79. 

I Costs ill 

Rupees 
(l4aund) 

I Tota l  

U H E A T  

Frequency 1 percentapt 

R I 

Frequency 

E 

Percentage 

Source: Tables 8 3 7  an€ B.38 

9 



and Cu j r a n w a l a  skowed r e l a t i v e l y  better i a t e q r a t i o n  in t h e i r  

prices t h a n  t h e  sarkets of s i a l k o t ,  Sargodha, Sukkar, and 

Raualpindi .  I t  is a l s o  i n t e r e s t i n g  to n o t e  that t h e  RHSE v a l u e s  

. seen not t o  depend o n l y  on o n e  p a r t i c u l a r  factor, They have  

generally i n c r e a s e d  v i t h  t h e  d i s t a n c e  between markets, but t 'here  

a r e  s e v e r a l  cases where s o n e  o t h e r  f a c t o r s  'appear to have  

exercl ised greater irtf h e n c e ,  Karachi, - for exaqke, is f urtber - 

* - . - - .- - - -  

from Guiranwala cospred  t o  Okara,  b u t  still the RESE for 

Gairanuala-Karachi i- { i n  t h e  case of v h e a t  prices) - 
r i = L  

f a r  away from P s n j a b  markets  a s  Karachi, 'the R15E v a l u e s  for 

e Peshawar v e r s u s  t h e  P u n j a b  m a r k e t s  are higher tha-n for t h e  

~ a r a c h i  v e r s u s  Pun jab markets, On t h e  other haml ,  i n  t h e  c a s e  of 

gram p r i c e s ,  t h e  R H S E  values are g e n e r a l l y  h i g h e r  than  t h o s e  
* Qbserzved fur wheat  prices, a l though  still n o t  more than t h e  - I  

higher bhan t h o s e  for  wheat and gram. They a r e  a l s o  h i g h e r  than 

I-- the r e l e v a n t  t r a n s h i p m e a t  c o s t s  b y  a s i g n i f r c a n t  proport ion,  1 
i 
i 

These a r e  just a f e u  e x a a p l e s  which sa*pport o u r  h y p o t h e s i s  

i n  t h e  a b o v e  section, t h a t  differences i n  price r e l a t i o n s h i p s  

among markets t a r e  been i n f l u e n c e d  by more than one f a c t o r ,  
I 

u h e r e a s  t h e  ef f x t  of t r a n s p o r t a t i o n  costs, or d i s t a n c e ,  is more 



other factors is h o v e ~ e r  less clear-10 The exception, 'houever, 
- - - -  - - - - -  - -  8 

is rice prices  in which case t h e  g o v e r n ~ e n t  r e s t r i c t i o n s  on 

n o b i l i t y  appear t o  be a major factor i n f l u e n c i n g  price t r e n d s ,  

T h i s  is t h e  o n l y  factor which cab e x p l a i n  v e r y  h i g h  values of 

RBSE for rice observed here, O t h e r w i s e  i t  seems1 h i g h l y  

i s p r o b a b l e  t h a t  other f a c t o r s  which were more or less equally 

o p e r a t i v e  for a l l  commodi t i e s  c o u l d  result i n  huge  in termarket  

d i f f e r e n c e s  i n  rice alone. 

Bias, Variance p H  C o v a r i a n c e  c o . p o n e n t s s  1 

- - -- -- - The v a l u e s  of Bias, V a r i a n c e  and C o v a r i a n c e  components, i n  

p r o p o r t i o n  form, for  uheaf ,  gran  a n d  r i c e  a r e ,  summarised i n  . 

Table rS.7, 

Our h y p o t h e s i s  t h a t  the Bias c o a p n e n t  is, close to zero i n  

t h e  case of primary markets is true for wheat and gram prices a s  , 

/ \* 

its v a l u e s  a r e  le$s t h a n  5 %  of RESE i n  7 1 , 2 1 1  and 79,49X cases 

Variance Component for t h e s e  markets: in 86,365 of the  cases, it 

is less t h a n  5 %  of t h e  R n S E  e s t i m a t e s  for wheat. A s  

t h e  C o v a r i a n c e  Components are around 90% of t h e  R8SE f i  

a l l  of these  cases, which sup~orts our earlier hypothes s that  h 
the intermarket p r i c e  differences bave b e e n  main ly  due to 

lessthan-perf ect c o v a r i a n c e  in prices for our markets, 

--------------- 
pp- - 

1 0  O t h e r  tactors uhxch we have d r s c u s s e d  a b o v e  are drfferences 
i n  the cropping pattern, quality aE prodtlct, p r o d a c t  m b i l i t y ,  

3r 

1 1   or de f in i t i ons  of Bias, Variance and Covariance Components 
see Chapter 1x1, equation 3.18. 





Bias Cosponent is g e n e r a l l y  more than  10% oP BHSE, when their 
/ 

wheat and gram prices are compared w i t h  o t h e r .  marke t s ,  B u t  o n c e  

again it is c o n s i s t e n t  v i t h  our h y p o t h e s e s  s t a t e d  i n  C h a p t e r  

111, S i n c e  K a r a c h i  is one of t h e  main  t e r m i n a l  markets, l o c a t e d  
- - 

far  from major p r o d u c i n g  areas, its prices may a l w a y s  remain 
1 

higher r e l a t i v e  to  utber markets  due t o  t r a n s p o r t a t i o n  costs and 

t h e  one-war f l o w  of r i c u l t u r a l  goocts t o  this market, The 
8 =c 

Hyderabad market,  @ing t h e  closest t o  Karachi ,  appears to have 

followed i t  c l o s e l y  i n  its p r i c i n g  b e h a v i o u r ,  a n d  hence the 

Somewhat u n i q u e  is t h e  dase o f  t h e  P e s h a u a r  market. Its 

Bias Component  figures for wheat  d o  n o t  show any c o n s i s t e n t  
'I" 

p a t t e r n .  Ic some cases, t h e y ' a r e  far less t h a n  5 1 ,  but for 

o t h e r s  they a r e  dose to  10%. Looking a t  gram prices, t h e  
- - - - -  -- - -- --- - - - - - - - - - - - - - - - - - - - - - - - -- 

r e l a t i v e  p r i c i n g  behaviour o f  t h i s  market becomes fur ther  

c o m p l i c a t e d ,  In  most cases, t h e  B i a s  Component is  very  smal l ,  

b u t  the var iance  camFonent is s c n e t i a e s  a s  h i g h  a s  40.70% ( e - g ,  

~ e s h a w a r - ~ i a l k o t  case), Bhatever may be t h e  r e a s o n  for t h i s  t h e  ------ 
phenoaenon, o n e  t h i n g  seeas clear: the risk of dealing v i t h  t h i s  

m a r k e t  d u e .  t o  t h e  greater v a r i a b i l i t y  i n  its p r i c e s  h a s  b e e n  

larger than i n  other m a r k e t s ,  T h u s  i t  i s  n o t  s o r p r i s i n g  t h a t  we 

O b S e f v e d a r e k t + i v e l y  l a r g e r  v a l u e  of R W P :  fnr t h e  B0ah;ruar 

, market conpared  t o  transhipment costs, indicating a p o s s i b i l i t y  

of higher r i s k  premion a p p l i e d  b y  traders ,  



p r i c e s ,  F o r  almost a l l  m a r k e t s ,  t h e  Bias Component is v e r y  ! 

i 
large, i m p l y i n g  t h a t  t h e  rice prices i n  v a r i o u s  markets. - h a v e  . - 
s t a y e d  s y s t e m a t i c a l l y  d i f f e r e n t  from o n e  a n o t h e r -  I 

1 
The a b o v e  r e s u l t s  have i ~ p o r t a n t  i n p l i c a t i o n s  for o u r  

P* 

a n a l y s i s ,  For a o s t  m a r k e t s ,  s m a l l e r  v a l u e s  of t h e  ~ i a s  a n d  

V a r i a n c e  CoBponen t s  i n  t h e  c a s e  of whea t  and  gram i n d i c a t e  t h a t  

traders v e r e  n u t  able t o  k e e p  prices .of t h e s e  commoi i i t i e s  

c o n s i s t e n t l y  d i f f e r e n t  i n  one  rnarket  f r o m  a n o t h e r .  Wha teve r  t 

i n t e r m a r k e t  price d i f f e r e n c e s  we h a v e  observed u e r e  b , e c a u s e  of  
d 
x 

f a c t o r s  like . t r a n s p o r t a t i o n  costs a n d  c r o p p i n g  p a t t e r n s ,  These 3 
..; 
Ib 

r e s u l t s  a l s o  e x p l a i n  uhp, for example ,  Peshawar  m a r k e t s  showed 5 

r e l a t i v e l y  lower v a l u e s  of 11 i n  t h e  c a s e  o f  wheat  and  grain 

p r i c e s ,  It i s  b e c a u s e  t h e  c o r r e l - a t i o n  c o e f f i c i e n t s  be tween  1 

asong  o t h e r  m a r k e t s ,  i ,& ic -a t ing  a r e l a t i v e l y  s l q w e r  r e s p o n s e  of + 
2 - -  

d 2 

J , L  *J i 
,so-ppSy a n d  demand i n  o t h e r  regions t o  changes i n  P e s h a v a r  

2 
, l i '  & 

/ 0 f 
p r i c e s ,  T h i s  means,  i n  l i g h t  of o u r  E q u a t i o n  (3-11) and  (3;12), 

lor v a l u e s  a: 31. Pram t h e s e  r e s o l t s ,  r e  a l s o  l e a r n  t h a t  even 

t h o u g h  s o v e m e n t s  i n  prices b e t w e e n  Sukkur  a n d  o t h e r - t a r k e t s  h-ave 

n o t  beer, very close, because w e  o b t a i n e d  r e l a t i v e l y  s m a l l e r  

r a l a e s  of11 fo r  this aa'rket,  the a v e r a g e  t r e n d  i n  i ts p r i c e s  was 

- r r l a s e - t ~ - t b - e ~ ~ ~ r y d t ~ ~ : k C + ~ s .  E l d h  t B e  Bi-d V-c 

Components a r e  less than 5% of the RMfE v a l u e s  f o r -  S a U n r  

mar k e t ,  



S i a & l a r l y ,  the s t r u c t u r e  of rice p r i c e s  becomes . c l e a r e r  
- - - - - - -- - - - - - - - - -- -- 

after w e  decompose p r i c e  d i f f e r e n c e s  i n t o  v a r i o u s  components,  

Large  v a l q e s  of t h e  Bias Component i n d i c a t e .  t h a t  t h e  r e l a t i v e  

degree of market i n t e g r a t i o n  between rice p r i c e s  is much lower 

t h a n  s i g n i f i e d .  by t h e  regression estimates shown i n  Table 4-20, 

There the x1 v a l u e s  for  rice p r i c e s  were o n l y  marginally 

d i f f e r e n t  from those o b t a i n e d  f o r  wheat and gram, However, t h e  

e s t i m a t e s  of RnSE and the Bias -and Yariance Conponents  show t h a t  

$ice prices i n  various markets  mere s i g n i f i c a n t l y  different f rorn 

ne another ,  12 .. ' * b - .  
\ - 

- - - - -  --- - - - - - - - - - - - - - - - - - - - -- - pp -- - 
1 

- - - - - - -- - - 
4 

Intertemgrs Performance of ?la r k e t z  E m p i r i - c a  F i n d i n q s  - 

O f f - s e a s o n  --- --- E i s e  & Prices Versus  S t ~ r a q g  Costs 

- In  Chapter 1x1, w e  pointed o u t  that t h e r e  were four major 

I ,  v h e t t e r  prices i n  t h e  h a r v e s t  s e a s o n  uere  s i g n i f i c a n t l y  

lover t h a n  t h e  of • ’ - s e a s o n  prices?; 

2- if y e s ,  t h e n  what mas the n a t u r e  o f  " p r o f i t  margins" earned 

by traders uho b o u g h t  at harvest and s o l d  i n  t h e  o f f - s e a s o n ?  

3-  v h a t  was the n a t u r e  of risk a s s o c i a t e d  wi th  t h e  s t o r a g e  

o p e r a t i o n  as s e a s o r e d  by t h e  coef f i c i e a t  of o & r i a t i o n  (CV) 

in prices pf off-season p e r i o d s ? ;  
- - - - -- 

5, hau d i d  risk i n  storage a c t i v i t y  behave over time i n  
i 

. 
t x  COnpar1son or B E S E  vxth the transhipment costs showed t h a t  
E ? S E  values for rice p r i c e s  uere many times a o z e  than  
transhi p e n t  c o s t s ,  



i k s k i l f  I. a a? 1 
i 

In T a b l e  P, 8 ,  we h a v e  ' summarized our r e s u l t s  of t h e  i 

rkgression of average wholesale monthly prices of ' t $ w a i n  

c o m m o d i t i e s  o n  the time v a r i a b l e  (T) 'and a daiamy variable (H), a 
i 

- -  i 
- i which is equal to one for t h e  h a r v e s t i n g  months (Bay, -June  and - 1 

1 
July for wheat and gram; Bcvember, December and J a n k r y  f o r  ! 

i- 
r ice ) ,  and Eeg. ather~ise, in selected markets of Paki-n" f or 

- - 1  ' -a 
4 

the p e r i d  _ _ _  ~ a d u a r ~  _ - _ -  - -1955 -to- June- 1979. Thgse-e~tllnates show t h a t  
- - > _ _  2 t 

- _ -  - - -  +%&re is some evidence of s i g n i f i c a r @ T W e r p r i c i n g  i n  t h e  case i 

---- - - - - - - -- -- - --. - - - - - 
- --  -- - - - - 

* 
of wheat ,  The coeffic.ient b 2  of v a r i a b l e  H is s i g n i f i c a n t  at t h e  7 ": 

4 

5 l e v e l  or less f o r  a c s t  of t h e  cas% and  a t  7 %  for P a i s a l a b a d ,  $ 
3 

Skara, Sargodha and S i a l k o t ,  F o r  gram and rice p r i c e s ,  t h e  3 4 
3 

e v i d e n c e  is ' ~ e - z ~  weak, A l l  v a l u e s  of the c o e f f i c i e n t  b2 are 4 
3 
4 

i n s i g n i f  Fcant at t h e  c o n v e n t i o n a l  levels of significance. f 
4 

Powever ,  the sign of these c o e f f i c i e n t s  i s  n e q a t i v e ,  supp~rt - ing  - - - 

2 
--T 

9 2 
t h e  h y p o t h e s i s  t h a t  prices d o  g o  down during t h e  h a r v e s t  inonths 

6 - 
corpared w i t h  the off-season, T h i s  was not unexpected a s  prices - 

i n  the off-season would b e  soaewhat  higher t h a n  t h e  h a r v e s t  1 
B 

prices due to  s t o r a g e  costs, However i t  is  n o t  sufficient to 

c o n c l u d e  that farrers are paid "unduly" low prices during the 

h a r v e s t  periods,  To be a b l e  to drav some definite c o n c l r t s i o n s  o n  

t h i s  a s p e c t ,  we coepare t h e  o f f - s e a s o n  rise i n  prices v i t h  

- 

The estisates of the rates of off-season rise i n  t h e  

a r  erage  uho le sa l e  ~ o n t h l y  prices,  conpu tea according to the 





met hod a l r e a d y  e x p l a i n e d  i n  C h a p t e r  111, are ~ u m m a r i s e d ~ i a  
-- - - - -- - -  - 

T a b l e s  4-9, 
. . 

. S e v e r a l  i n t e r e s t i n g  f e a t u r e s  o f  t h e  o f f - s e a s o n  p r i c e  

v a r i a t i o n s  c a n  be  o b s e r v e d   fro^ t h e s e  estimates, F i r s t ,  the ra te  

of o f f - s e a s o n  r i se  r e m a i n e d  g e n e r a l l y  l o u :  b e l o v  10X f o r  a b o u t  

50% of  the c a s e s  a n d  b e l o v  15s in a b o u t  65% of the c a s e s  f o r  

wheat, O n l y  7.19% of t h e  times were t h e y  a b o v e  30% T h e  n a t u r e  

of o f f - s e a s o n  price, v a r i a t i o n s  i n  the case of g r a m  was s i m i l a r  

t o  d e a t ,  However, i n  the c a s e  of r ice p r l c e s  t h e r e  was e i t h e r  a  

s h a r p  d e c l i n e  o r  s h a r ~  i n c r e a s e  i n  o f f - s e a s o n s ,  i n d i c a t i n g  a 

r e l a t i u e l y  gxea&ex degree ftf z-ess in a f f - s e a s o n  &-;ra-i -1- - - 

o f  its rice p r i c e s ,  S u b s t a n t i a l  g o v e r n m e n t  i n t e r v e ' n t i o n  i n  t r a d e  

Bay b e  r e s p o n s i b l e  f o r  this b e h a v i o u r  of rice p r i c e s .  I n  its 

, a t t e z p t  t o  meet t h e  demand  of d e f i c i t  r e g i o n s ,  t h e  g o v e r n m e n t  

keeps c h a n g i n g  its zoning a n 3  i n t e r d i s t r i c t  r , e s t r i c t i ccs  p o l i c y ,  

creating u n c e r t a i n t y  about the h e h l v i o u r  of prices i n  d i f f e r e n t  
- - - - - 

markets ,  P r i v a t e  tra-fers uho may s t o r e  t o . s e l 1  i n  t h e  o f f - s e a s o n  

could f a c e  h e a v ~  losses or h i g h  rates of r e t u r n  i f  i n  t h e  

n e a n t i m e  government changes the l e v e l  of i t s  s u p p l y  t o  a 

p a r t i c u l a r  m a r k e t ,  I n  f a c t ,  the c r e a t i o n  of PASSCO r e c e n t l y  may 

hare a l s o  led to a s i n i l a i  situation f o r  o t h e r  coaaod i t i e s - . gn  

Since PASSCO is o n e  of the b i g g e s t  m a r k e t i n g  and s t o r a g e  

o r g a r , i s a t i o n s  in the c o u n t r y ,  i t  can change t h e  n a t u r e  of prices 

1 3  This o p i n i o n  - - is - based o n  t h e  v i e w s  e x p r e s s e d  by s e v e d a l  
traders, However, t o  r e a c h  a proper c o n c l u s i o n  f u r t h e r  research' 
i s  needed t o  s t u d y  the effect of PASSCO o n  t h e  s t a b i l i t y  of 
p r i c e s  i n  p r i ~ a q  m a r k e t s .  , 



Dis t r ibut ion  o f  Gross and N e t  o f f - s easona l  Rise in P r i c e s  of 

Dif ferent  b n a o d i t i e s  in Pakistan.  1955-56 - 1978-79. 

Pznge o f  
o f f  

seasonal  
Increase 
(2) 

3 e l m  zero 
percent 

Total  ? o f  

Observation 

Gross Wet 

131 

149- 62) 

53 

(20.08) 

40 

fI5.15') 

2 2 

(8.33) . 
7 

(2.65) 

0 

Gram 

Net 

Source: Tab le s  B . U  tk 1 . 1 6  a n d  1.48 t o  B.50 

Cross 



indicate a great d e a l  of fluctuation i n  off-season prices fsom - 
- - - - - - - - - -- - - - 

one  period to  t h e  other, A year of large off-season price rise 

was u s u a l l y  f o l l o w e d  by two o r  three periods of very small rise. 

T h i s  t o  some e x t e n t  looks natural a s  the * h i g h e  m a r g i n  i n  a n p  
e 

o n e  pear would i n d u c e  more t r a d e r s  i n t o  the s t o r a g e  o p e r a t i o n  

and e l i m i n a t e  the premium, !lowever, c o m p a r e d  t o  a few y e a r s  i n  

t h e  mid-f i f  t i es ,  t h e  off-season r i se  vas g e n e r a l l y  low b e t w e e n  

1961-62 t o  1970-71, w i t h  t h e  e x c e p t i o n  o f  1966-67 when t h e  

off-season rise was pbenomena l .  I n  f a c t ,  1966-67 was an a b n o r m a l  

e x c e p t i o n a l l y  l o w  p r o d u c t i o n  i n  t h a t  y e a r  a n d  t h e  year 

preceeding i t ,  because  of the war v i t h  I n d i a  a n d  t h e  d r o u g h t  

following it. T h i s  l e d  t o  u n c e r t a i n t y  a b o o t  skpply conditions i n  

the country, c r e a t i n g  a s p e c t a c u l a r  rise i n  p r i c e s  i n  t h e  

, off-season a s  people were trying t o  hoa rd  f o o d g r a i n s  for f e a r  of 
- ---- - - - - - - - - - - 

s h o r t a g e s .  Shortages created by  c r o p  damage due t o  a f l o o d  i n  

1973-74 a l s o  seem Y o  h a v e '  been r e s p o n s i b l e  fo r  a h i g h  o f f - s e a s o n  

r i s e  in 1974-75, when the effect  of t h e s e  shortages was f e l t  i n  

t h e  m a r k e t p l a c e ,  T h e  p r i c e  rise i n  1977-78 seems p a r t l y  due t o  

t h e  p o l i t i c a l  cr isis  i n  t h e  early months  of 1977, c u l m i n a t i n g  i n  

t h e  - i m p o s i t i o n  of ffartia1 Law in J u l y  1977, Once again, t h e  

u n c e r t a i n t y  c r e a t e d  by a * t r a n s i t o r y 1  g o v e r n m e n t  i n  terms o f  its 

a t t i t u d e  toward the private sector a f f e c t e d  t h e  s m o o t h  
- 

functioning of every e c o n o m i c  a c t i v i t y ,  i n c l u d 5 n g  a g r i c u l t u r a l  
- - - - - - -- - - 

marketing, i n  the coantry,  



T h e  n e t  o f f - s e a s o n  rise i n  p r i c e s  r e a a i n e d  close t o  zero 
- - - -  -- - - - - - - --- - - - -- - - - - 

f o r  the three c o m m o d i t i e s ,  e x c e p t  f o r  years like 1966-67. The 
- - - - - - - 

average  rates of n e t  o f f - s e a s o n  rise i n  price, a r e  close t o  zero 

for w h e a t ,  -r graa and rice, the rates are slightly higher than 

t h o . s e  f o r  w h e a t ,  i n d i c a t i n g  p e r h a p s  t h e  r i s k i e r  n a t u r e  o f  

s t o r a g e  o p e r a t i o n ,  T r a d . e r s  must e x p e c t  a higher r i s k  p r e n i u n  to  

be a b l e  t o  allocate t h e i r  s u p ~ l i e s  t o  t h e  o f f - s e a s o n  . n o n t h s ,  . 

F h i l e  c a l c u l a t i n g  t h e  n e t  o f f - s e a s o n  rise, ue d i d  n o t  a d d  t h e  

risk premium a n d  t h e  r e t u r n  t o  tradersf s e r v i c e s -  t o  s t o r a g e  
x 

costs. Any p o s i t i v e  v a l u e  assigned t o  these factors would  have 

made t h e  a v e r a g e  net o f f - s e a s o n  rise i n  p r i c e  v i r t u a l l y  z e r o -  
- - - -- - - - -  - - -- - - -- - - - - - - - - - - 

D e s p i t e  o f  t h e  fact t h a t  ue d i d  n o t  n e t  o u t  some c o m p o n e n t s  o f  

s t o r a g e  c o s t s ,  t h e  h y p o t h e s i s  t h a t  E(f lOBP)  = O  can b e  a c c e p t e d  a t  

t h e  5% l e v e l  of significance f o r  a m a j o r i t y  of the cases but a t  

the 17 l e v e l  o n l y  for a few s a r k e t s .  

Be n o u  examine t h e  n a t u r e  o f  r i s k  i n v o l v e d  in s t o r i n g  a 

commodi ty  f o r  o f f - s e a s o n  s a l e s ,  Ce have u s e d  t h e  c o e f f i c i e n t  o f  

v a r i a t i o n  (CV) o f  a v e r a g e  w h o l e s a l e  m o n t h l y  p r i c e s  i n  o f f - s e a s o n  

a o n t h s  a s  a m e a s u r e  of this r i s k - a *  I n  T a b l e s  4-70 we p r e s e n t  a 

somaarr of t h e  a n n u a l  e s t i e a t e s  of t h e  CV r e s p e c t i v e l y  f o r  

v b e a t ,  gran a n d  rice, A look a t  these est imates  r e v e a l s  t h a t ,  

except f o r  a  few years, t h e  m a g n i t u d e  o f  t h e  c o e f f i c i e n t  o f  
- - - - -- - - - - - 

v a r i a t i o n  for a l l  three c o m m o d i t i e s  has been quite lcu. T h i s  - ~ A 

I *  See Chapter I e q u a t i o n  3 -23  fo r  t h e  m e t h o d  u s e d  t o  
calmlate CV, 



Table 4.10 

Frequency Distr ibut ion of Coeff l c i m t  of Variation f CV) in Average 
~ l c s a l e  Prices of Selected C o d i t i e s  in  Off-season Period 

" for Variws Agricultural ?larkerr in Paklstaa. 1955-56 to 1978-79. 

Estimate U H E A ?  I C R A H  
of CV F r g u m c y  f Percentage I Frepomcy f Percentagef frequencyt Percentage 

Total 100 

Source: Tables H.51 t o  B.53. 



i n d i c a t e s  t h a t  t h e  overall amount of risk f a c e d  by any 
- - - -  - - -  - - - - -- - - - - - -- - - - - -- - 

s t o c k - k e e p e r  was n o t  v e r y  h i g h  and a s  a result the cost imposed  

by t h e  r i s k  factor o n  c o n s u m e r s  was lor. 

T h e  second i m p o r t a n t  f e a t u r e  of o u r  estimates is t h a t  t h e  

coefficient of v a r i a t i o n  shows f l u c t u a t i o n s  from one p e r i o d  t o  

a n o t h e r ,  Sbch  f l u c t u a t i c n s  c o u l d  result i n  a higher d e g r e e  of 

risk, a s  this would mean t h a t  a t r a d e r  f a c e d  an u o p r e d i c t a w e  

range of wholesale prices i n  t h e  off-season m o n t h s -  - A l t h ~ u g h  

t r u e  for a11 three commoEi t ies ,  gram p r i c e s  i n  particular s h o v e d  

large o f f - s e a s o n  fluctuations, Rice has the lowest values o f  t h e  

t h a n  sirrilar e s t i m a t e s  for w h e a t  a n d  gram p r i c e s ,  ~ e l a t i v e l y  
/ 

s n a l l e r  off-season f l u c t u a t i o n s  for rice o n c e  a g a i n  nay b e  d u e  

to  a greater degree of g o v e r a a e n t  r e g u l a t i o n  of i ts  t r a d e ,  

v h e r e a s  t h e  swings i n  its p r i c e s  are likely d u e  t o  a b r u p t  

changes in z o n i n g  by t h e  gove rnmen t ,  

An 5qurtant  - z p m s t i o n  t o  k-expiorec+ is -trkexa3xrre -of t3e -- 

t r e n d  a n d  m a g n i t u d e  of s w i n g s  f r o ~  y e a r  to year i n  the 

coefficients of  v a r i a t i o n  of o f f - s e a s o n  p r i c e s ,  F o r  t h i s  

p u r p o s e ,  we h a v e  p l o t t e d  is e s t i m a t e s  for s e l e c t e d  marke ts .  

R e g r e s s i o n  estimates mere o b t a i n e d  t o  observe t h e  t r e n d  l i n e s ,  

whereas t h e  g r a p h i c  a n a l y s i s  was used  t o  see the m a g n i t u d e  of 

suings i n  their v a l u e s ,  

T h e  o r d i n a r y  least s q u a r e  estimates of E g y t i o n  3.24 a r e  
-- -- - - --- 

s n a m a r i s e d  in Ta'ble 4.1%- Our h y p o t h e s i s  t h a t  the c o e f f i c i e n t s  

of v a r i a t i o n  h a v e  n o t  increased o v e r  time c a n  be a c c e p t e d  i n  the 
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case of theat  0 ~ 1 ~ .  where the, ralees  of @ b e  ate g e l ~ e r a l l y  
- -- - -  - - - - - - - -- -- - - - - - --- - -- - - -- I 

n e g a t i v e  and s i g n i f i c a n t  at 5 %  level, Hovever. s i n c e  the @c@ 1 
v a l u e s  are p o s i t i v e  (though n o t  large enough t o  make the trend 

l i n e  positively s l o p e d )  the o v e r a l l  time trend in the . . 

c o e f f i c i e n t s  of v a r i a t i o n  for a l l  our m a r k e t s  is r e p r e s e n t e d  by 

a g r a d u a l l y  d e c l i n i n g  c d r v a t u r e  s i m i l a p  t o  F i g u r e  4.37- Our 

h y p o t h e s i s ,  hoverer, c a n n o t  be a c c e p t  d  i n  t h e  case of  gram a n d  f 
rice. HO qste-tie t~e& c m l d  be eb&ved in t h e  CV of- rice 

p r i c e s ,  The e s t i m a t e s  of t h e  c o e f f i c i e n t s  * b g  and 'cS are such 

t h a t  they show a ~ o s i t i v e  t r e n d  i n  t h e  CV of gram p r i c e s -  

A p o s i t i v e  t r e n d  in o f f - s e a s o n  p r i c e  f l u c t n a t i o n s  f o r  gram 

is n o t  s u r p r i s i n g  i f  we look a t  t h e  specific n a t u r e  of t h i s  

commodity, Gram is one of t h e  s u p p l e m e n t a r y  f o o d  items, I t  is  a 

good s u b s t i t u t e  n o t  o n l y  f o r  o t h e r  l e n t i l s  b u t  a l s o  f o r  

vegetables a n d  meat, Changes i n  s u p p l y  a n d  demand c o n d i t i o n s . f o r  
-- - - - - - - - - - - -- - - - - - -- - - - 

a l l  of i t s  s u b s t i t u t e s  a f f e c t  i ts  e q u i l i b r i u m  p r i c e ,  The number 
0 a 

of s u b s t i t u t e s  f o r  wheat  a n d  rice a re  f a r  moZle: l i m i t e d ,  * 

S e c o n d l y ,  a s  n o s t  of t h e  c r o p p e d  a r e a  i s  d e v o t e d ,  t o  c r o p s  l i k e  

whea t  and rice, gram is grown m o s t l y  o n  l a n d s  w i t h o u t  a c c e s s  t o  

good  i r r i g a t i o n  faci l i t ies ,  T h i s  nakes the  o u t p u t  of gram more 

v u l n e r a b l e  t o  c h a n g e s  i n  w e a t h e r  a n d  r a i n f a l l ,  a n d  h e c g  t h e  
L 

f l u c t u a t i o n s .  

T h e  r e s u l t s  related t o  rice p r i c e s  a r e  consistent w i t h  o u r  

- e a r l i e r  f i n d i n q s ,  T h e r e  is n o t  much s i m i l a r i t y  i n  off-season 

except f o r  t h e  f l o c t u a t i o n s  o f  its p r i c e s  i n  v a r i o u s  aarke 

- - 

135 



a b s e n c e  of a  systematic t r e n d .  F o r  some markets, the sign of t h e  
- - - - - - - - - - - - - -- - - -- -- - - - - L 

t r e n d  c o e f f i c i e n t  is n e g a t i v e ;  it i s  p o s i t i v e  for others, T h i s  

could be either b e c a u s e  of p o o r  f i t  which the data on rice 
I 

: 

p r i c e s  have been giving u s  s o  far o r  b e c a u s e  of t h e  r e l a t i v e l y  J . . 3 
3 

s t r o n g e r  degree of c o n t r o l  of t h e  on its p r i c e s  as 

d l i s c u s s e d  e a r l i e r ,  

F i g u r e s  4.2 t o  4-9 r e v e a l  t h a t  t h e r e  was n o t  o n l y  a 

d o u n u a r d  t r e n d  i n  t h e  values o f  t h e  c o e f f i c i e n t  of v a r i a t i o n s  

whea t  but a l so  t h e  5 u i n g s  became s m a l l e r  o v e r  tzme, ? h i s  t o  
j 

e e x t e n t  can be taken t o  i n d i c a t e  a d e c l i n e  i n  the d e g r e e  o f  
+ 

lower degree of u n p r e d i c t a b i l i t y  a b o u t  o f f - s e a s o n  p r i c e s ,  I n  t h e  
t 

2 

case of gram and  rice, however ,  the s i t u a t i o n  v a s  q u i t e  t h e  

o p p o s i t e ,  T h e  t r e a d  i n  t h e  o f f - s e a s o n  f l u c t u a t i o n s  f o r  grare was 
i 

I 
$ 

g e n e r a l l y  p o s i t i v e  uhich i n d i c a t e d  the p o s s i b i l i t y  pf g r o w i n g  

r i s k i n e s s  i n  s t o r i n g  gram, F o r  rice, even t h o u g h  t h e r e  is no - 

c l e a r  cut t r e n d ,  - flnctnatrms-hav-e-bm~-chag-irrrq inmqlri; tu&e-- - ;  

more a b r u p t l y  from time t o  t i m e ,  i n d i c a t i n g  o n c e  a g a i n  a h i g h e r  I 
1 

degree of u n p r e d i c t a b i l i t y  i n  i t s  prices, The a d d e d  r i s k  du& t o  - i 
t h i s  f a c t o r  i's reflected i n  o u r  e s t i m a t e s  of p r o f i t  m a r g i n s  5 1 

i 

shown e a r l i e r ,  A p a r t  of t h e  p o s i t i v e  o f f - s e a s o n  n e t  p r o s i t  ! i 

ma rg in  c o u l d  b e  due t o  a h i g h e r  , r i s k  p r e ~ i u m  needed i n  s t o r i n g  I 

t h i s  c o ~ a o d i t y ,  

I n  g e n e r a l ,  t h e  r e s u l t s  a b o u t  the n a t u r e  and b e h a v i o u r  of 
-- - - - --- ----- 

t h e  risk c h a r a c t e r i s t i c  of m a r k e t s  s u p p o r t  o a r  h y p o t h e s i s  t h a t  
- 

t h e y  have r e s p o n d e d  f a v o u r a b l y  t o  t h o s e  f ac tors  u h i c h  r e d u c e  t h e  * 



amount of r i s k  i n  s t o r a g e  a c t i v i t y ,  We have seen t h a t  in the 
- - - - - - --- --- -- 

- 

case of u h e a t ,  w h i c h  i s  o n e  of the most i m p o r t a n t  c o m r o d i t i e s  
- -- -- - ---- - -- 

traded i n  t h e s e  markets, the trend i n  off-season p r i c e  

v a r i a t i o n s  w s negative i n  almost a l l  cases. Tbe  s i g n  of thp, P 4 - .  
c o e f f i c i e n t s  f o r  g r a m  p r i c e s  was p o s t i v e  but i n s i g n i f i c a n t ,  

which d o e s  n o t  n e c e s s a r i l y  mean a n  i n c r e a s e  i n  t h e  r i s k  

a s s o c i a  tea w i t h  s t o r i n g  g r a  UI. 

Y a r k e t u q  g q r q i n s  E a r n e d  b~ T r a d e r s  at Different Stages of 
7-- 

A a r k e t  i n q  

- 
- -- 

I n  t h i s  s e c t i o n ,  we e x a m i n e  t h e  n a t u r e - o f  n e t  m a r g i n s  
-p- - - -- - -- - -  - - - - - --- - -- 

e a r n e d  by t r a d e r s  ?+t d i f f e r e n t  s t a g e s  of m a r k e t i n g .  Our  

estimates h e r e  a r e  h y p o t h e t i c a l ,  f o r  they mere based o n  

secondary d a t a  v h i c h  g o v e r n m e n t  agencies c o l l e c t e d  f o r  d i f f e r e n t  

m a r k e t s  and c o u l d  be d i f f e r e n t  from margins actually p a i d  b y  

consumers a n d  r e c e i v e d  by farmers, T h e  e x a c t  B s t i ~ a t e s  of 
- - 

margixs c a n  only Ire o b t a i n e d - i - f  u C k n o w 3 f ~ w 3 a ~ p r i i c T s  tra-de?s 

b o u g h t  a n d  s o l d  any c o m m o d i t y ,  T h i s  i n f o r m a t i o n  is u s u a l l y  

difficult t o  o b t a i n  t h r o u g h  normal c h a n n e l s  i n  G a k i s t a n ,  We 

h a r e ,  therefore, used t h e  a v e r a g e  w h o l e s a l e  a n d  r e t a i l  p r i c e s  i n  
- 

primary  w h o l e s a l e  m a r k e t s  t o  c a l c u l a t e  t h e  n e t  m a r g i n  uhich a 1 1  

. t r a d e r s  b e t w e e n  t h e  c o ~ ~ i 5 s i o n  a g e n t  a n d  re tai ler  would  h a v e  

earned, A d i s t r i b u t i o n  of s u c h  m a r g i n s  is F s e n t e d  i n  T a b l e  

4.12 a l o n g  w i t h  g r o s s  d i f f e r e n c e s  b e t u e 6 n  tbe average w h o l e s a l e  
-- - - - 

a n d  r ~ t a i l  p r i c e s  i n  v a r i o u s  m a r k e t s ,  E s t i m a t e s  of 

t r a n s p o r t a t i o n  and handling costs f r o a  farm t o  p r i n a r y  w h o l e s a l e  

8 
f 37 

/ 
1 



Table 4.12 

Cross and Ues %rketlPg &-IPS Earned by rll the Interwdiar i t t  
betwm a C-issim Agmt fad r Retailer in Vbut  m d  i n  

Pakistro . 1955-56 - -1978- 

h g e  of 
- the 

Yargfn 

Cram A l l  C O E P D d i L f ~  

Gross Cross 

B e l o w  Zero 

R& Retail price data ware not available 

Source: Conputations b=sed on data from [591 and Appendix D. 

*Figures in brackets are percentage of tocal observatiw -. 



p--p -- 

s a r k e t  and fro. primary wholesale market t o p  retail  ~ h o p s ~ - ~ ~ ~ -  
- !  

- S* m i x  Ik - - - - - - - i 

I 
i 

~ h ' e '  a a r g i n  earned by v i l l a g e  traders, is estiarated on the  

basis of 500 o b s e r v a t i o n s  on s a l e ,  and p u r c h a s e  prices for wheat 

anh r ice  from . the 1980 a c c o u n t  bocks of 1 5  village t raders  each 

i n  the d i s t r i c t s  of f a i s a l a b a d  a n d  Sialkot. From t h e s e  traders, 

ue a l s o  g a t h e r e d  information o n  their a c t u a l  profit / loss and  

casts of s e l l i n g  to a p r i m a r y  ~ h o l e s a ' l e  m a r k e L  A summary of 

t h e s e  d a t a  is presented i n  T a b l e  4.13, 

O u r  est isates  of t h e  n e t  a a r g i n s  tend t o  reject tbe claims 
- - pp - - - - - - - - - - -p - - --- pp -- 

t h a t  they were P e x c e s s i v e a ,  Even  t h e  g r o s s  d i f f e r e n c e s  between 

w h o l e s a l e  a n d  r e t a i l  prices are  less t h a n  10% i n  37.515 of the 

cases and less  t h a n  20% i n  a b o u t  70% of the cases, Only in 
1 .  

t 6.75% of t h e  cases vere s u c h  differences more t h a n  3OZ, w h i c h  

c o n l d  b e  a t t r i b r r t e d  t o  abnorna l  c o ~ d i t i o n s  faced by P a k i s t a n  i n  

c e r t a i n  years due to- war, drought an_do_t_her c a t o r a l c a l a _ m i t i e p s -  

If we exclude handling and o t h e r  c h a r g e s   fro^ these margins then 

t h e  net a c c o u n t i n g  margins -- ~ a r g i n s  from w h i c h  t h e  r e t u r n  t o  

tra3ers for a n d e r t a k i n g  a risky venture are not excluded -- a r e  

v e r y  close t o  zero, Except  for  17-19s o"i the c a s e s ,  net m a r g i n s  

d i d  n o t  exceed 103 o f  a v e r a g e  wholesa le  p r i c e s  for a l l  

c o r a o d i t i e s .  I n  about 501 of the cases s u c h  margins were be lov  
- 

!m, 
- - - - - - - -- 

4uuerer, even if ue do not use t h e  f i gores  for handling 
- - - - - - 

costs, on t h e r o u n d  t h a t  most of t h e  t r a d e r s  i n  a city do n o t  

.jet their s u p p l i e s  after they p a s s  through more than one  hand, 



D i s t r l h t i o n  of Gross and Wet Hargins Earned by V i l l a g e  Traders 
in "eat aaC r i c e  T de in the D i s t r i c t s  o f  S ia lkot  and F a i s a F d ,  
P a k i s t a ,  1980 - 81. 

T o t a l  
X 

Range of 
Pargin in W H E A T  R I C E (Basnati) 

I Gross Net Gross Ret 

I 
!?J zb - 

B e l w  zero 12 
(6.09) 

0 - 5-0 24 
< r t . m g  

5.0-10.0 31 
(15.74) 

10.0-15.0 40 
(20.10) 

er and (percentage) of c a s e s  

Cross 

1. ?kt ~ a r ~ k - 5  here re fex  redu_accPueciag zzarmrrarm ttrc traaers 
d e C x r t 5  -nly tne t r m s g o r t a t i o o  and h a n d l b g  charges from t h e i r  
praff: z d  a o c  a11 kinds o f  r w t s .  

Figures la brackets ar t  percentages of t o t a l  observattona. 

R.11. Dora m x  avai lable .  

S w r c e :  Interviews vfSh village c r d e r s  



t h e  g r o s s  d i f f e r e n c e s  b e t u e e n  wholesale and retail *prices are 

not as h i g h  as  some of t h e  earlier studies h a v e  t r i e d  to 
- - - - -- - 

project, 1s T h e s e  d i f f e r e n c e s  var i  e d  betueen 5 to ,209, e x c e p t  for  

a feu cases where  t h e y  exceeded 3 0 % .  O n  the other hand, 

a c c o r d i n g  to the est imates  of s o e e  of t h e  e a r a i e r  studies sho w n  

i n  - % a b l e  4 . 1 4 ,  the i f g r o s s  s a r g i n s n  e a r n e d  by traders  i n  the 

p r i a a r y  m a r k e t  uere generally c l o s e  to 30s- Bu t  t h e  p r o b l e m  w i t h  

these e s t i a a t z s  is t k a t  they uere b a s e d  on oae o r  two y e a r  d a t a ,  

The c h a n c e s  a r e  that ttose vere a t n o r m a l  y e a r s  a s  e v e c  i n  our 

e s t i m a t e s  t h e  e ~ r s i n s  for  1966-67 a n d  1973-74 were c u c h  h i g h e r  

k k z i  t B ~ e  for & B ~ E  y e a f s ,  T k e  i + f Q a n t  giiesti#c is v h e t k  

the p h e a o ~ e n o n  of h i ~ h  ~ a r g i ~ i  was p e r s i s t e n t  or s h o r t - l i v e d ,  On 

t h i s ,  ue f i n d  t h a t  the h i g h  r a t e s  n e v e r  stayed f o r  mare than t v o  

years i r ,  a rou .  l l s n a i l y  a h i j h  ~ a r g i n  p e r i o d  u a s  f o l l c w e d  by a 

2erio3 p i t h  very s z a l l  zarjin. In years like 1 9 6 7 - 6 8  a n d  

7 9 6 8 - 6 9 ,  t h e  net a a r y i z s  r u s t  h a v e  been n e g a t i v e ,  a s  the gross 

B i f  f e r e n c e s  bctueec g b c l e s a l e  a r d  r e t a i l  p r i c e s  ,uere v e r y  c l o se  

t o  zero ,  E v e n  1969-70 M a s  n o t  a goo3 y e a r  for t r a d e r s ,  uhen the 

average g r o s s  jifferences uere b e l o v  103  f o r  a l l  markets .  

A s i z i l a r  picture eeerqes i then  we look a t  t h e  margins 

earned by v i l l a g e  traders ,  Fror t h e  d a t a  p r e s e n t e d  i n  Table 

4 - 7 4 ,  ue f i n d  t h a t  the "net a c c o u n t i n g  n a r g i n s n  mere n o t  more 

than 2 3 %  for any case.16 I n  t a c t ,  t h e s e  inargrris vere below 10Z 

ia s i x t y  p ~ r c w ~ t  nf the ELSEES arid bet- 10  U lir i-a 2% 

------------------ 
1% S e e  2 u r e s b i  f 71 J Sattar [ a 2 1  a n d  S i d d i q u i  1841 .  
1 6  For d e f i n i t i o n  of  r e t  a c c o u n t i n g  a a r g i ~  see C h a p t e r  111, 
P q n a t l o n  3 - 2 6 ,  



31.79 " I :  



of t h e  cases, T h y  Mere a h t e  25% only  in lSlJL of t h e  - cases, - Lf - - 

m e  e x c l u d e   fro^ these  estimate- c o t s f  i k e  e x p e n d i t u r e  on food 
* 

and the l i k e ,  uhich t h e  t raders  u s u a f l p  do n ~ t  exclude from 

p r o f i t s  s h o w n  in t h e i r  books, t h e  net a c c o u n t i n g  p r o f i t  margin 

u o o l 3 ~ o c  a v e r a g e  be less t h a n  19%- 
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i n  Off-season Uholcrrlr Prfcrr of U ? t a t  t o  
S i t l k o t  E r r L t c  1935-56 to t971-79. . 
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Figure 4 .  k4 - - . . . 
- 
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Tbe"8ehriotir of tbr Coef f ic i eat s of V a  r iar  ion - 

The S e t r v i a u r  of the ~ o e f f c c i t n t s  of Variation 
in Off -Scaro;s Wholesale ?r  i c e s  'of G r i m  i n  .- 

Prrbauar Xarker, 1 9 5 5 - 3 6  to 1978-?92i 





CHAPTER V 

T k  Impact of Greea Berolpticm on t h e  Parformance of 

A g r i c u l t u r a l  l a r k e t s  i6n Paki s tan  

$ 
lo observer af r u r a l  life in P a k i s t a n  today c a n  d i s r e g a r d  

t'k f a c t  t e a t  farmers a r e  no longer a s  *ignorantn about  
- - - - 

1 
mketing --tkir v ~ o d o c e ~  as they once *rere uken € l e y  faced a 

n 

trading c o s m u n i t y  like t h e  B a n i a s  (Hindu traders) ,- --- 
b e f o r 3  t h e  creation of P a k i s t a n  i n  1947. T h e i r  awareness, of t h e  

- -  - -  
-- 

- - - - -- - 

sar.ket h a s  i n c r e a s e d  s i g n i f i c a n t l y  i n  t h e  l a s t  I f  t o  20 years, 

p a r t i c u l a r l y  f o l l o w i n g  the introduction of h i g h - y i e l d  v a r i e t i e s  

of lexi-Pak v h e a t  and XERI rice i n  the m i d - s i x t i e s ,  a pkenorncnon 

commonly teraed a s  the G r e e n  R e v o l u t i o n ,  L'e see a much l a r g e r  

number of f a r m e r s  selling directly t o  primary wholesa le  m a r k e t s  

m i l l s  tk-+-ee- a d e c a d e  ays, Y e  seFr-apIddlyp 

i n c r e a s i n g  numbers of t r a c t o r s  used to  move t h e  ~ r o d u c e  from t h e  ' 

farm t o  city n a r k e t s  Be a l s o  observe a larger number of farmers  

taking t e role of c o m m i s s i o n  agents ( A r h a t ~ a s )  in primary \ 
wholesalea markets ,  e s t a b l i s h i n g  a d i r e c t  c o a t a c t  of f a r m e r s  uith 

r a r k e t s  .and t h e  asecrets* which  t h e s e  market s  may c o n t a i n .  

Tt bas heen pointed o u t  that an ?ncrease i n  i n f e r s e c t o r a l  

; l i n k s w  p l a y s  an: importax+ role i n  the e c o n o a i c  d e v e l o p ~ e n t  of a 
-- - 



- c o n n t r ] ~ , - 1  I t  is, therefore, important t h b t t u e s t u d ~ - t % e n a  t u r e  
- - - - - - - - - - - 

and iapact  of these i n t e r a c t i o n s ,  when e v a l u a t i n g  the . ' 

I 

perfor~ance of a g r i c u l t u r a l  m a r k e t s .  A s  a p r e l i m i n a r y  e f fo r t ,  we 

will s T u d y  t h e  response of r a r k e t s  t o  the Green R e v o l u t i o n  
P . . 

t h e  m i d - s i x t i e s ,  The main h y p o t h e s i s  t o  be t e s t e d  is that d u r i d  

t h e  Green R ' e v o l a t i o n  farmers were able to g e t  r e l a t i v e l y  better 
, 

prices, e v e n  t h o u g h  a n  increase i n  marketable s u r p l u s  would 

I Ue w i l l  f i rs t  present sqee facts related t o  the  ree en 
* \ 

E e v o l u t i o n  a n &  develop a framework t o  s t u d y  t h e  i m p a c t  on 

farxers were a b l e  to receive h i g h e ~  prices i n  - t h e  G r e e n  

R e r o l u t i o ~  p e r i o d  t h &  before, . 
ti 

d 

) $re= ilero1.t- a n d  r ' i c u l t u r a  narke t s  9 P a k i s t a n  -2 T a b l e  5 ,  t shows that i n  Pakistan total o u t p u t  of wheat and 
- - -  - - - - - - - - - - - - - -- - -- - -- 

rice i n c r e a s e d  s i g n i f i c a n t l a  ~etueen 1967-68 and 1970-71. 

C o ~ p l e t e  information or, marketable s u r p l u s  are not a v a i l g b l e  i n  
. - 

Pakistan, Table-5.1 p r e s e n t s  d a t a  o n  arrival of marketable 
2 

surplus of w h e a t  i n  Pun  jab markets o n l y ,  With increase i n  o u t p u t  ! 
6 
i tarke tab le  surpltrs also increased d u r i n g  t h e  G r e e n  R e v o l u t i o n  + 
i 

p e r i o d ,  T h e  i n t r o d u c t i o n  of h i g h - y i e l d i n g  v a r i e t i e s  of v h e a t  and : 
i 

1 See E.D. S ~ i t h  86 3, 
t is i l m a t  t o  d t e  that if e l a s e C  1 1 

- - -  
. - 

u f  aemuna is 
g r e s e r  t h a n  E, a decrease i n  p r i c e  would result i n  an 

u crease ~n -1  re- f m  f a w r s  ax& v ce vep==,, However - -- a 
oar  coxem here is w i t h  the p r o p o r t i o n  of -Consumer price 
received by farmers, A farmer is always r e l a t i v e l y  better i f  h i s  
share of Consocer Price i n a r e a s e s ,  



fear 

-- Rice -3 
----? 

P.A, : b t a  n c t  avai lable  



- - - - -- ---- - - -- - 

r i ce  d u r i n g  t h i s  ~ e r i o d  i n c r e a s e d  t h e  a v e r a g e  y i e P d  of w h e a t  

mom 8 Z B 7 E Z i u n d s  i n  1 9 6 F 6 7  t o  11-60 maunds p e r  acre i n  1967-68 

a n d  t o  12.62 m a u n d s  i n  1969-70. T h e  y i e l d  f o r  rice i n c r e a s e d  

f r o m  10-5 m a u n d s  i n  1966-67 t o  11-7 maunds i n  1967-68 a n d  t o  

14.2 m a u n d s  i n  11968-69.3 A s  a r e s u l t ,  t o t a l  o u t p u t  of w h e a t  

2ncreased from a n  a n n u a l  a v e r a g e  of Ir', 08 n i l l i o n  tons d u r i n g  

1960-67 t o  6.32 million t o n s  i n  1967-68. Rice o u t p u t  r e n t  f ro*  
- 

an a y e r a g e  of 1-19- m i l l i o n  t o n s  in 1960-62 to 7-47 eilli~a tons - -- - 
1 

i n  1967-68. T b e  marketable s u r p l u s  d u r i n g -  t h i s  p e r i o d  a l s o  

increased s i g n i f i c a n t l y ,  a s  shown b y  t h e  figures o n  Arr iva l -  of 
- - -  Lp----- L- - -- - - -- - -- - - - -  -- - 

s u r p l u s  3 m a r k e t s  f o r  w h e a t  in G c j a b  i n  t h e - k a m e  t a b l e -  - -- 

F i g u r e s  5.1 t o  5-3 s h o w  t h e  e q u i f i b r i a m  b e t w e e n  s u ~ p l y  a n d  

demand f o r  m a r k e t a k l e  s u r p l u s  of a c o m m o d i t y  i n  (a) the v i l l a g e  

n a r k e t  ( C h a n n e l  A ) ,  ( b )  t h e  p r l m a r y  vholesale market ( C h a n n e l  

8), a n d  (c) a11 ,other m a r k e t ' s ,  s a y  1 t e r m i n a l  m a r k e t s ,  c i t y  
A 

consumers, mills, or g o v e r n m e n t  agencies ( C h a n n e l  C) , As stoun 
- - - - - - - - -- -- ----- - - - 

i n  C h a p t e r  11, t p e  s u p p l y  of , m a r k e t a b l e  s u r p l u s  i s  b r o u g h t  by 
I .  

(a) farmers i n  a village m a r k e t ,  (b)  hy f a r m e r s  and v i l l a g e  - 

t r a d e r s  i n  t h e  p r i m a r y  v h o l e s a l e  market, a n d  ( c )  by v i l l a g e  gr 
.. 

.9 city t r a d e r s  i n t o  other-markets, I n  a l l  cazes,  t h e  s u p p l y  c u r v b  

r e p r e s e n t s  v a r i o u s  a m o u n t s  of m a r k e t a b l e  s u r p l u s  of a c o m m o d i t y  - . 
I . . 

v h i c h  se l lers  a re  w i l l i n g  t o  o f  fez  a t  d i f f e r e n t  prices . ih t h e  - - 
m a r k e t ,  Like t h e  u s u a l  s u p p l y  curve, i f  the p r i c e  o f f e r e d  by , . 

3 u p  - 1 

v a r i e t i e s  o f  rice- T h e  Green R e v o l u t i o n ,  h o w e v e r ,  u a s  r e l a t i v e l y  
more  p r o n o u n c e d  i n  t h e  case o f  coarse rice, a n d  less  i n  t h e  c a s e  

- of rice- One maund equals 82 1 / 2  lbs: 
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q u a n t i t i e s  of ' t h e e  s u r p l u s  a n d  v i c e  v e r s a ,  T h e  demand curve ----!a- 
( D D ) ,  o n  t e o t b e r  hand, reflec\ts q u a n t i t i e s  of t h e  marketable k/ 
s u r p l u s  of a c o m m o d i t y  w h i c h  t r a d e r s  i n  a given m a r k e t  are 

w i l l i n g  t o  p u r c h a s e  a t  v a r i o u s  p r i c e s ,  S i n c e  a l o v e r  p r i c e  .\ 
'\ 

e n a b l e s  t h e  v i l l a g e  t r a d e r s  t o  get a h i g h e r  p r o f i t  when s u c h  
-. 

s u r p l u s  is s o l d  t o  t h e  n e x t 4 i p k  i n  t h e  m a r k e t i h g  c h a n n e l .  t h e y  
I \ < 

I buy more  o f  t h e  m a r k e t a b l e  gurplus i f  p r i c e  - - -  is l o w e r e d  an&-vlce _ -  

a Lu - A-L- 

.versa, B o t h  o f  t X e s e L c u r v e s  & a v e  t h e  u s u a l  p r o p e r t i e s  of t h e  

o r d i n a r y  s u p p l y  an4  d e ~ a n d  r e l h t i o n s ,  except 
'\ 

a  s e m i - f i n a l  p r o d u c t ' f o r  which t h e  demand is 
- - - - - - - - 

\ .- - -pp-- - 

c o n s u m e r  b u t  f r o m  market i c t e r m e d i a r i e s  

+ s a l e  p u r p o s e s ,  

I n  d r a w i n g  t h e s e  f i g u r e s ,  u e  h a v e  

thast  t h e y  r e l a t e  t o  
- 

n o t  f r o m  t h e  final 
-- 

-i. 
who p u r c h a s e  i t  f o r  - 

- 
- 

., 
3 

a s s u m e d  t h a t  as t h e  T - 
f .. 
4 C a g r i c u l t u r a l  p r o d u c t  moves from a v i l l a g e  m a r k e t  t o  a primary dl €. 
V - 

w h o l e s a l e  m a r k e t ,  a n d  f r o m  t h e r e  t o  o t h e r  m a ~ k e t i n g  c h a n n e l s ,  f 
2 

- - .some margin i s ~ d e - d - b y - t x a d ~ s ~ c ~ f ~ & ~ f t o • ’ ~ ~ - - - - ~  - 
y 

a n d  o t h e r  h a n d l i n g  c h a r g e s  like t r a n s p o r t a t i o n  a n d  . 

l o a d i n g / u n l o a d i n g ,  As a r e s u l t ,  PC ( t h e  p r i c e  r e c e i v e d  by a 

t r a d e r  vho sells t o  t h e  h i g h e s t  l i n k  i n  the m a r k e t i n g  c h a n n e l )  

i s  h i g h e r  t h a n  PT, t h e  p r i c e  r e c e i v e d  by a t r a d e r  or a farmer 
- t 

v h o  s e l l d i n  a p r i m a r y  u b o l e s a l e  m a r k e t ,  w h i c h  i n  t u r n  is h i g h e r  
a 

\ 
@ 

t h a n  PF, t h e  p r i c e  r e c e i v e d  b y  a  farmer by  s e l l i n g  h i s  produce 
-3- 

. i n  t h e  v i l l a g e  market,' F o r a a l l y :  
- - 

----------------- 
- 

4 I n  t h e  cases w h e r e  p r o d u c e  i s  s o l d  to the C from A ( t h e  
v i l l a g e  m a r k e t )  PT may be > P C  depending o n  t h e  a m o u n t  of 
m a r k e t i n g  c o s t s  i n  ' C '  v i s - a - v i s  B However ,  t o  keep o u r  
a n a l y s i s  s i m p l e ,  we a s s u m e  t h a t  c o m m o d i t i e s  moved from A tQ B t o  
C b e f o r e  t h e  a d v e n t  of t h e  i n c r e a s e  in a g r i c u i t u r a l  
p r o d =  t i v i k f ,  * 



- - -- - - 

9 t 

where RT is the prof i t  margin e a r n e d  by a trader b y . s e l l i n g  in a i 

'L 
1 

p r i m a r y  w h o l e s a l e  market a n d  HCT a r e  t h e  handling costs for 

s e l l i n g  t o  t h i s  rarket, S i m i l a r l y ,  HC is t h e  p r o f i t  m a r g i n  . . 
/ 

e a r n e d  by a t rader  who se l l s  t o  t h e  m a r k e t i n g  c h a n n e l  'Ct a n d  , 

HCC a r e  t h e  costs of b r i n g i f i g  s u p ~ l i e s  t o  t h i s  m a r k e t -  , 

, . l i n d e r  . t h e s e  s i m ~ f i f y i n g  c o n d i t i o n s ,  o n e  may e x p e c t  t h a t  a n  
\ 

- -  - 

r i  
- - -  - -  

I 
-Y , 'increase Xri- m a f k e t a - b 3 x  s u r p l u s  reed shift t h e  s u p p l y  (Iff)- e t t s v e  - -  - ---- 

4 / 

t o  the right t o  (SS,) i n  e a c h  market a n d  d e p r e s s  t h e  e q u i l i b r i u m  
8 / 6 

prices, PF, P t ,  a n d  PC to PP, P t ,  a n d  PC, This f a l l  i n  p r i c e s  
- -- 

- - - - - -p - - - - 

may result because t r a d e r s  i n  t h e  v i l l a g e f a n d  c i t y  m a r k e t s  h a v e  

l i m i t e d  s t o r a g e  f a c i l i t i e s  and c a n n o t  b u y  t h e  a d d i t i o n a l  a m o u n t  

w i t h o u t  d i s c o u n t i n g  t h e  price d o w n  k o  meet e x t r a  s torage  costs .  

It may be t h a t  t h e r e  a r e  f e u  ' t r a d e r s  uho u s u a l l y  buy  f r o m  

farmers an3 t h e y  c a n n o t  h a n d l e  a d r a m a t i c  i n c r e a s e  i n  t h e  

--ma&etab~~su~lus e t h i ~  t h e i r  s c a l e  of  o p e r a e o n ,  _ u n l e s s  p r i c e  - 
t 

is scaled down t o  c o m p e n s a t e  for the r i s i n g  m a r g i n a l  costs  o f  . . 

h a n d l i n g  a d d i t i o n a l  q u a n t i t i e s  b e y o n d  a n  o p t i ~ r t m  p i n t .  

As it . i s  s h o v n  b e l o w  i t  is, h o w e v e r ,  n o t  n e c e s s a r y  t h a t  a 

s h i f t  i n  t h e  s u p p l y  c u r v e  fo r  t h e  c o u n t r y  a s  a whole  s h o u l d  h a v e  - 
r e s u l t e d  i n  a f a l l  i n  p r i c e  i n  e v e r y  k i n d  of m a r k e t  i n  P a k i s t a n -  

u n d e r  the changed s i t u a t i o n ,  t h e  d e a a n d  carve c o o l d  h a v e  shifte2 
0 ' 

upvard , ( t o  D D  ) a n d  t h e  s h i f t  i n  s u p p l y  c u r v e ,  p a r t i c u l a r l y  i n  
-- @/ * / 0 

the v i l l a g e  market, c o o l d  be t o  S S r a t h e r  than t o  S S, as 
, 

> - - tarsers  may have t o u n  it t e a s i b l e  n w  to  take t- 

s u r p l u s  t o  h i g h e r  l e v e l  m a r k e t s  rather t h a n  s e l J i n g  in a  

- - --- 

159 
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- -  - -- - - - - - -- -- - -- 

- TW-prr- wi l lage  market. C o n s e g u e n t l y ,  t h e  p r i c e s  r e c e i v e d  by 

e - -  an f a ~ ~  ~b s conclusion 1s based 
f 

a n  t h e  f o l l o v i  ng c o n s i d e r a t  ions, .I 

F o r  one, a g r i c u l t u r a l  markets have e x h i b i t e d  a c o n s i d e r a b l e  . . - 

d e g r e e  of f l e x i b i l i t y ,  i n  t r a n s • ’  e r r i n g  t r a d i n g  a c t i v i t y  i n .  : .. , 

P a k i s t a n  from one l o n g  e s t a b l i s h e d  t r a d i n g  c o m m u n i t y  t o  a more 

h e t e r o g e n e o u s  . and b r o a d - b a s e d  t r a d i n g  group after 1947. H e  have 
Y 

- - -- - - -- ? _ _ - -  
- - -  - ---2-d 

_ a l s o  seen_ t h a t _ ' r e l a t _ i v g l y  _ easy entry e e s t s  +i* : ---.- T - - - - 
3 

t h i s  t r a d e .  I t  mas, t h e f e f o r e ,  expected t h a t  i n  r e s p o n s e  to 
t u 

s h o r t - t e r m  p r o f i t s  i n  t h i s  trade, g e n e r a t e d  b y  h i g h e r  q u a n t i t i e s  f 
- -- 

of rPSYkCtablee surplus, a l a r g e r  n q m b e r  of traders would  j o i n  
- - 

p r i r a c y  w h o l e s a l e  m a r k e t s  d u r i n g  t h i s  perioa. This is c o n f i r n e d  7 
- i 

? b y  o u r  s t a t i s t i c s  i n  C h a p t e r  11, a s  t h e  ,number o& t r a d e r s  $ 
-2 
7 . 

i n c r e a s e d  s i g n i f i c a n t l p  . a f te r  7 968-68 i n  alrsost e v e r y .  m a r k e t ,  

S e c o n d l y ,  a n  i n ~ o r t a n t  i m p l i c a t i o n  of t h e  Green R e v o l u t i o n  - f 
a * 

' was to r e l e a s e  some family l a b o u r  w h i c h  c o u l d  b e  - g a i n f u l l y  
- -- ---  --- - - -- --- - - -- 1 

Q 

- .  
e r p l o y e d ,  ( a t  l e a s t  p a r t  time) i n  g r o f e s s i o n s  o t h e r  tha-n f a r m i n g ,  

i 
t r a d i n g  i n  farm products a n d  c a t t l e  b e i n g -  the more -important 

i 
among -them, T h i s  may h a v e  happened because n o t  a11 the family 

labour Gas r e q u i r e d  t o  ~ r o d u c e  a g i v e n  a m o u n t  of f o o d s t u f f - 5  T h e  - 9 s u r p l u s  f a m i l y  l a b o u r  c o u l d  be u s e d  e i t h e r  t o  get more l a n d  

Q 
which. may o r  may;&, n o t  be a v a i l a b l e ,  

9, 

i n  o t h e r  professions, And 
i' 

s i n c e  n o t  a l l  farmew map l i k e  t o  work f o r  o t h e r s ,  some kind of a ---------------- 1. ? 
. - *  S - u  &-her t h e  s b-dastawa iULL- iU pr&G-iety 

o f  l a n d  w i l l  r e s u l t  : i n  r e l a t i v e l y  greater u s e  of l a n d  a n d  
r e l a t i v e l y  lesse-e d lam (r.) at a gFP-n level nd  cmkput, 
T h i s  h a p p e n s  b e c a u s e ,  a t  equilibrium (EPN/PI)  = (HPL/PL) a n d  any 
i n c r e a s e  i n  BPN m u s t  t e n d  t o  i n c r e a s e  u s e  of ll ( l a n d )  i f  the 
e q u a l i t y  is t o  b e  m a i n t a i n e d  181. 

- c-- - - -- - - -- -- 

. . 



-, 

* 
-- -- b u s i D e s s - a c t i v i t y - i s c o n s i d e r e d  .a b e t t e F Z i t e t e r n a t i v e ,  S u c h  a 

generated b y  t h e  h i q h e l :  a ~ o u a t  of marketable  s u r p l u s  a v a i f a b l e .  

I n  v i l l a g e  m a r k e t s  we see n o t  o n l y  t r a d i t i o n a l  non-farm f a m i l i e s  

who used t o  d e a l  in f a r m  ~ r o d u c t s  b u t  a l s o  a l a r g e  number of 

f a r l i n g  families d e a I i n y  i n  farm p r o d u c e .  I n  o u r  s u r v e y ,  re 

f o u n d  t h a t  i n  a l m o s t  e v e r y  v i l l a g e  more t h a n  50% o f  t h e  v i l l a g e  

c o n r e n i e r . c e  shops were o u i i e d  and o p e r a t e d  b y  fa rm f a r i l i e 3 ,  .a- ----- 
A - -- - -  a 

- phenomenon o f  r e c e n t  o r i g i n  i n  P a k i s t a n .  T h i s  shows t h a t ,  

a l t h o u g h  l a r g e r  q u a n t i t i e s  of m a r k e t a b l e  s u r p l u s  were a v a i l a b l e ,  

- 
-- -- -- - - - e ~ h d ~  a ~roblem f o r  t a r s e r s .  to dispose o f  a t  t h e  

"desiredw p r i c e ,  t h e  G r e e n  R e v o l u t i o n  also i n c r e a s e d  t h e  numbe; 

of t r a d e r s  b y  a  s i g n i f i c a n t  m a r g i n ,  This means  t h a t  a f a r m e r  had  
B 

. a relatively b e t t e r  c h a n c e  of g e t t i n g  a b e t t e r   rice o f f e r  a s  

t h e r e  were now more p e o p l e  t o  b i d  f o r  his p r o d u c e -  I n  terms of 

Figures 5.1 t o  5.3, t h i s  i m p l i e s  t h a t  t h e  d e ~ a n d  c u r v e  for t h e  

m a r k e t a b l e  s u r p l u s  i n  a'  v i l l a g e  market s h i f t s  t o  t h e  r i g b t  a s  

t h e r e  a r e  more' traders, 

T h e  t h i r d  r e a s o n  w h y  mdrket  c o n d i t i o n s  mag have  b e e n  

f a v o u r a b l e  t o  farmers was t h e  c h a n g e  i n  technology i n  r e l a t e d  
# 

a r e a s ,  p a r t i c u l q r l y  t h e  increased a v a i l a b i l i t y  of - t r a c t o r s  i n  
4 

r u r a l  areas. Prom about t h e  m i d - s i x t i e s ,  the g o v e r n m e n t  s t a r t e d  . 

s e l l i n g  t r a c t o r s  t o  farmers o n  ' a s u b s i d i s e d  b a s i s .  E x c e s s  
.* 

c a p a c i t y  i n  t rac tors ,  usuallyT r e s n l t i n ~  f r u  limsked . . USC oe 

- .  farms, h a s  b e e n  u s e d  for t r a n s p o r t ,  h a u l a g e ,  etc. T h i s  • ’ a c ~ L ~ t y  ' 

h a s  c r e a t e d  o p p o r t u n i t y  f o r  farmers t o  s e l l  i n  c i t y  m a r k e t s  



P 

g e t t i n g  a r e l a t i v e l y  b e t t e r  p r i c e  is t h e  

e n t e r p r e n e u r s h i p  a n d  * ~ l e c t i v e n e s s m  s h o r n  by them i n  d i s p o s i n g  
= . . 

o f  t h e i r  p r o d u c e .  I t  is u s u a l l y  ' o b s e r v e d  t h a t  farmers r i t h  r. 
s m a l l e r  q u a n t i t i e s  d o  n o t  s e a r c h  f o r  a b e t t e r  p r i c e  a s  much a s  

f a r s e r s  r i t h  r e l a t i v e l y  l a r g e r  q u a n t i t i e s  of m a r k e t a b l e  surplus 
- - - - -  k - -  - - - --- - - - - 

- do. T h i s  o B s e r v a t X o n  c a n  be c o n f i r m e d  bl (  o u r  evisdenGe i~ 3Wd.e - 
B - - - -  - - - - -  -- 

2.2, w h e r e  we f o u n d  t h q t  f a r m e r s  w i t h  s m a l l e r  l a n d  h o l d i n g s ,  who 
1 

are  likely t o  h a v e  smaller o a r k e t a b l e  s u r p l u s ,  g e n e r a l l y  s o l d  t o  
pp 

-- - umers i n  the c i t ies  or to 
, 

urban markets w h e r e  they c o u l d  r e c e i v e ,  a r e l a t i v e l y  higher net 

p r i c e .  O n  p r i c e t h e o r e t i c  g r o u n d s ,  i t  would  be  correct t o  a r g u e  

t h a t  t h e  r e t u r n  ( o r  cos t )  t o  search f o r  a l e t t e r  ~rice+is h i g h e r  

(lover) p e r  u n i t  f o r  a f a r m e r . r i t h  a l a r g e r  marketable s u r p l u s d  
I 

than f o r  t h e  one r i t h  a r e l a t i v e l y  s m a l l e r  q u a n t i t y .  Me can, 
,- 

--- - - - - -- - -- 

t h e r e f o r e ,  s a y  t h a t  t h e  a r o u n t  of s e a r c h  f o r  a b e t t e r  p r i c e  2s 

m a r k e t a b l e  s q r p l u s .  T h e  l a rger  

( s m a l l e r )  t h e  quantity of s u r p l u s  the g r e a t e r  ( s m a l l e r )  1's t h e  F: 
g 

s e a r c h  f o r  a better p r i c e .  j 
P 

S e a r c h  i n  t h i s  c o n t e x t  may t a k e  tuo forms. One i s  to simp11 

w a i t i n g  u n t i l  a better offer  is made by t r a d e r s .  Another is 

c r o s s - c h e c k i n g  u i t h  v a r i o u s  m a r k e t  functionaries, n o t  o n l y  a b o u t  

Z 
--- 

t h e  p r i c e  but a l s o  a b o u t  o t h e r  a s v c t i o ~ .  s u c h  

v e i g h t s  s c a  les i n v o l v e d .  

c o n d i t i o n s ,  p o s s i b i l i t y  of l o a n s  from v a r i o u s  a g e n c i e s ,  a n d  
- 



-- A- -- - - e ~ p e c t a t i a n s  abettt - f r + & r * p r i c e ~ n g e s ~ - ~ h e s e ~ f  actors xelp 

h a s  r e l a t i v e l y  l a r g e r  q u a n t i t i e s  t o  sell. 

S e a r c h  c o s t s  i n  t h i s  p r o c e s s - Z r e  t h e  costs  of o b . t a i n i n g  

i n f o r m a t i o n  sLch a s  t r a r e ~ l i d ~  t o  d i e s  a n d  t h e  o p p o r t u n i t y  

c o s t s  of h o l d i n g  p r c d u c e  o r  t h e  r e t u r n  f o r e g o n e  o n  c a s h  
.. 

which 

farmer c o u l d  h a v e  r e c e i v e d  by s e l l i n g  his p r o d u c e  r a t h e r  t h a n  . . 
L -- - - - - - 

- - - - - 

- 

h o l d i n g  it. The f o r m e r  cos t s  are f i x e d .  whereas the--1at-ter .--.. 
- u u  

- -  - - -- - - - -  A 

i n c r e a s e  w i t h  t h e  q u a n t i t y  o f  p a r k e t a b l e  s u r p l u s -  T h e  o v e r a l l  

c o s t s ,  t h e r e f o r e ,  s h o a l d  b e  . l o u e r  if a r e l a t i v e l y  l a r g e r  

-G*-c*-. -- &Y. re t h i n l y  o v e r g  

a l a r g e r  q u a n t i t y ,  f 6 

T h e  i r p a c t  o f  higher m a r k e t a b l e  s u r p l u s ,  t h e r e f o r e ,  was n o t  

n e c e s s a r i l y  t o  s h i f t  t h e  s u ~ p l y  c u r v e  i n  a v i l l a g e  o r  c i t y  
- /. 

market t o  ( s S ) .  The f a r m e r s  i n  s e a r c h  of a b e t i t e r  price can s e l l  

k- t h e i r  c o ~ m o d i t i e s  t o  markets o t h e r  t h a n  t h o s e  where t h e y  have , 

-- -- 

P- - - -- -- b S * m n g t r r d i t i o n a l l y .  F a r m e r s  r h o  u s e d  t o  s e l l  i: t h e  a 

v i l l a g e  n i k e t  mag t a k e  t h e i r  s u p ~ l i e s  to c i t y  m a r k e t s ,  or. t h o s e  

who used 
t 

t o  s e l l  i n  t h e  city market may sell d i r e c t l y  t o  t h e  A 

* - 
' m i l l s  o r  g o v e r n m e n t  a g e n c i e s .  and  i n  t h i s  r a y  a v o i d  p a y i n g  f o r  

3 

the m a r k e t i n g  services t h e y  P sed 
- 

to get from others, 

c o n s e q u e n t l y  r e  may o b s e r v e  t h e  s u p p l y  c u r v e  i n  t h e  l o w e r  

l e v e l .  m a , r k e t s  (Channels., .A and B ) s h i f t i n g  t o  t h e  l e f t  r a t h e r  to 
- 

t h e  r i g h t ,  even t h o u g h  for t h e  economy a s .  a vhole t h e  sapply. 

c u r v e  h a s  s h i f t - e d  t o  t h e  r i g h t . '  W h e t h e r  this s h i f t  i n  t h e  s u p p l y  

c u r v e  is r e a l  or p o t e n t i a l ,  t r a d e r s  i n  lower l e v e l  markets a r e  



\ 

- * P 

-. 

5 

- - - - i *  ely - t o o b i & - - u p  - theirpriel-offers-& - f i m e r s ~ i - r z & i . u c e  t h e i r  . G 
* 

profit margins) to retain their W t  +art, empete 

w i t h  t h o s e  a l t e r n a t i v e  c h a n n e l s  which  f a r m e r s  have f o u n d  t o  b e  

m o r e  a t t r a c t i v e .  They c a n  d o  s o  a s  l o n g  as t h e y  c a n  =aver t h e i r  
. . 

1 " 

v a ; i a b l e  c o s t s .  T h i s  a l o n g  w i t h '  t h e  i n c r e a s e d  number of t r a d e r s  - 
. % 0 0  . 

i n  lower l e v e l  m a r k e t s  w i l l  s h i f t  t h e  demand c u r v e  t o  DD, T h i s  

g i v e s  u s  a  neu set of r e l a t i o n s h i p s  among p r i c e s  i n  v a r i o u s  

This i m p r o v e m e n t  i n  f a r m e r ' s  share of p r i c e  would  b e  

3 

stronger a n d  much n o r e  u n a m b i g u o u s  d i f ,  we a s s u m e  t h a t  a n  i n c r e a s e  

in the marketable surplus also h e l p e d  remove  some m a r k e t  
PA---- 

- -- --- ,- - - - - - - - - - -- -- -- 

i m p e r f e c t i o n s ,  l i k e  l a c k  o f  i n f o r m a  t i o n  o n  m s r k e t  p r i c e s ,  

credit, t r a n s p o r t a i o n  and  s t o r a g e  f acilik.es. A s  ' shown i n  . - P - 

C h a p t e r  11, these i m p e r f e c t i o n s  have.  i n d e e d  d e c r e a s e d  t o  . some 

e x t e n t  i d  P a k i s t a n .  The n e t  p r i c e  r e c e i v e d  by f a r m e r s ,  

therefore, may h a v e  i n c r e a s e d , d u r i n g  the Green R e v o l u t i o n ,  I n  * 
o u r  o p i n i o n ,  this could h a v e  happelred a s  m a r k e t s  showed 

f l e x i b i l i t y  i n  a c c o m m o d a t i n g  the added amount  of m a r k e t a b l e  
3 

s u r p l u s  v i t h o u  t increasing t h e ,  m a ~ k e t i n g  m a w  +rader=- -- . 
/ 

Free entry into t r a d e  and t h e  l a c k  of p r i c e s e t t i n q  a b i l i t y  of 

t h e  e x i s t i n g  t r a m  a l l o w e d  new e n t r a n t s  t o  o p e r a t e  i n  t h e  



m a r k e t s .  . .~ 

. . 0 ' . - .  

~- - - ~ -~ - -- - - - ~  -. - - - ~ ~ 

A m  5 
T e s t i n q  - Effect  the Green m o l u t i o n  pcices ~ e c e i v e d  & 

Qrmers D i f f e r e n t  R e u i o n s  P a k i s a -  

P r i c e s  of any c o m m o d i t y  d e p e n d  b a s i c a l l y  o n  t h e  s u p p l y  of * 
* 

a n d  demand for t h a t  c o m m o d i t y ,  w h i c h  i n  t u r n  may d e p e n d  on a 

n u m b e r  of f a c t o r s  like costs a n d  t e c h n o l o g y  i n  t h e  case of 

- s u p p l y ,  j n c a m e ,  t a s t e s  o r  f u t U r e  p r i c e  e x p e c t a t i o n  i n  the case 
-- - - 

- - 

of demand. T i n e  is a p r o x y  v a r i a b l e  v h i c h  embodies a l l  f a c t o r s  

- w h i c h  e i t h e r  d i r e ' c t l y  or i n d i r e c t l y  i n f l u e n c e  price of a n y  

d o m a o d i  t y, 
- -- - - 

t h a t  we are i n t e r e s t e d  i n  o b s e r v i n g  the i n t e r a c t i o n  o f  s u p p l y  

and demand c u r v e s  d u r i n g  a p a r t i c u l a r  time p e r i o d ,  i. e. during 

t h e  Grpen P e r o l u t i o n .  This can b e  a c h i e v e d  by u s i n g  a s i m p l e  

ing the r e l a t i o f i s h i p  b e t v e e n  p r i c e s  a n d  t h e  

til ie variable i n  general a n d  : t r e a t i n g  the Green R e v o l u t i o n  - 

TO tes t  o U t  h y p o t h e s i s ,  we h a v e  r e g r e s s e d  the m o n t h l y  

prices of w h e a t  a n d  r ice (Dasmati) (b ' o th  in nomina1,and i n  real 

t e r m s )  i n  e a c h  m a r k e t  on tie (t) and a dummy v a r i a b l e -  ( D ) ,  

* w h i c h  t a k e s  t h e  v a l u e  o f  for months i n  those y e a r s  i n  w h i c h  

t h e  new v a r i e t i e s  were i n t r o d u c e d  /or  when h i g h e r  n a r k e t a b l e  

s u r p l u s  was . a v a i l a b l e  a n d  z e r o  f o r  m o n t h s  o f  o t h e r  y e a r s .  T h e  
. a 

p e r i o d  f o r  w h i c h  D = l  was. J u n e  1967 t o  J u n e  1971. I f  t h e  - m a r k e t s  
-- 

have h e l p e d  f a r m e r s  t o  get a better price during 

then t h e  c o e f f i c i e n t  of @ D m  s h o u l d  be p o s i t i v e  a n d  

- 165 - 

J 

t h i s  p e r i o d ,  

s i g n i f i c a n t .  



and imported  , goods. To f u r t b e r  ensure t h a t  the coefficient of I- 

t h e  dummg' v a r i a b l e  *D* d o e s  n o t  t a k e  our - h y p o t h e l i z e d  walue  

e r r o n e o u s l y ,  . w e  a l s o  e s t i l s a t e d  two more e q a a t i o n s ,  one v i t h  D = 1  
\ 

. f o r  t h e  period J a n u a r y  1955 t o  December 1960 and  t h e  other where  

D = l  for  J a n u a r y  1961 to December 1965.  3 i t  turns o a t  t h a t  t h e b  
- (  

-- 
. coeff i c . i e n t  L -  - - -  of 'D * An- these ' t w o  e q u a t i o n s  is also . p d t L -  and-- 

s i g n i f i c a n t ,  then o u r .  hypothesis a b o u t  t h e  Green R e v o l d t i a n  

period (1967 t o  7 1 )  loses much of its v a l u e ,  a s  this i ~ p l i e s  
-- --- 

- 

--Teere c o o l ~ X i ~ s o m ~ ~ o t h e r  f a c t o r s  which i n f l u e n c e d  prices 

r e l a t i v e l y  more strongly i n  one p e r i o d .  Our h y p o t h e s i s ,  however, 

is t h a t  t h e  c o e f f i c i e n t  of the dummy v a r i a 4 l e   in-periods 
0 

*Y? - ) -  - 1  r 

o t h e r  t h a n  the Green I r e v o l u t i o n  q.re e i t h e r  s t s t ~ $ t , i c a - l l y  - . a -  
i n s i g n i f i c a n t  or  much less s i g n i f i c a n t  t h a n  v a l u e  .oi this 

c o e f f i c i e n t  f o r  t . h e  Green R e v o l u t i o n  period. f orna l ly :  
- -  - - - - - - - - -  - 

-- 

fNPt = b o  + b l t  + b2D + •’ 

R P t  = cO + clt C 2 D  + U 

where EPt = Nominal price of a commodity in any market , - 

a t  time t minus  t r a n s p o r t a t i o n  'and h a n d l i n g  

costs;  

B P t  = Real price of ,  i t 8  colsmodity i n  a r;lrlr-t 
. . - 

a t  time t m i n n s  t r a n s p o r t a t i o n  and handling 
, 

\ 
- - 

i 
- - - - -- - t 

a 166 
1 -.s - 



D = 1 for J u n e  1967 t o  J u n e  1971 

= 0 o t h e r w i s e  

I n  two o t h e r  f o r m u l a t i o n s - o r  E 9 u a t i o n s  (5.7) a n d  h.8,) . 

. 
& 

- -  

D = 1 f o r  J a n u a r y  1955 to D e c ,  1960 

= 0 otherwise 

!J = 1 for January 1961 t o  D e c ,  1965 

= 0 o t h e r u i s e ,  

This method is only a n  indirect way of t e s t i n g  t h c  effect 

of hi94 her ~ a r k e t a b l e  s u r p l u s  o n  prices r e c e i v e d b  f a r m e r s .  

There a r e  oteer  m e t h o d s ,  more, 'direct a n d  c o n c e p t u a l l y  ' more 
-- 7 

- -- , -- - - 

a c c u r a t e .  F o r  example, w e  ~fould have c o m p a r e d  t h e  p r i c e s ' .  , a  

received by farmers b e f o r e  a n d  a f te r  t h e  Green ~ e v o i u t i o n  p e r i o d  

of sap 4 to 5 y e a r s .  U n f o r t u n a t e l y ,  no  such fara-level d a t a  

e x i s t  i n  Pakistan, a n d  i t  is i m p o s s i b l e  t o  f i n d  t h e a  

r e t r o a c t i v e l y .  A n o t h e r  nethod couAd have been to properly ~ o u n t  

t h e  number  o f  v i l l a g e  t r a d e r s  before  a n d  a f t e r  the" Green 

, R e r o l u t i o n  p e r i o d  a n d  a l s o  e s t ima te  t h e  n e t  m a r k e t  m a r g i n s  
< 

e a r n e d  by them i n  b o t h  p e r i o d s .  T h i s  c o u l d  t e l l  u s  how far the --- -v--- 

fargers  r e l i e d  o n  v i l l a g e  t r a d e r s  r e l a t i v e  to o t h e r  channels of 

m a r k e t i n g .  If t h e i r  n u m b e r s  h a v e  i n c r e a s e d  p r o p o r t i o n a t e  - t o  



u o u l d  i n d i c a t e  t h a t  farmers rere able t o  qet t h e  marketing 
- - -- 

services a t  r e l a t i v e l y  l o w e r  cost, and t h e  net p r i c e  r e c e i v e d  by 

t h e e <  u o u l d  be h i g h e r  t h a n  b e f o r e ,  A g a i n  v e r y  l i t t l e  i n f o r m a t i o n  
0 - 

o f  t u s  n a t u r e  e x i s t s  i n  P a k i s t a n .  0 o ;  estimates o f  t h e  m a r k e t  

m a r g i n s  of v i l l a g e  t r a d e r s  i n  C h a p t e r  IV may be compared  w i t h  a 

" 4 

sane e a r l i e r  p e r i o d s ,  b u t  t h i s  c o m p a r i s o n  c o u l d  n o t  b e  made d u e  

t o  t h e  absence of h i s t o r i c a l  cf& on m a r g i n s  r e c e i v e b ~ b y _ ~ i l l z C C p  - 
- 

- - -- A - -  - - -  - -  - 
-1 

_ _--+-+-- 
t r a d e r s ,  - - - * 

Re h a v e , h o v e v e r , e x a m i n e d  t h e  marketing m a r g i n s  of t raders  
. - ---- 

- - 
--------- -- i - IL_=-U~BJ a r y - - - - - - - - - u ~ & ~ ~ m ~ ~ ~ i f s i f ~ e ~ - v ~  - - 

t h e i r  h i s t o r i c a l  t r e n d  f o r  t h e  p e r i o d s  of t h e  Green ~ e v o l u t i o w  
9 

a n d  b e f o r e  from C h a p t e r  IV, S i m i l a r l y ,  t o  a v o i d  t h e  i n f l u e n c e  o f  

o t h e r  f a c t o r s  o n  o u r  c o n c l u s i o n s  f r o m ' l q u a t i o n s  5.7 and  5.8. ve 

h a v e  a l s o  l o o k e d  a t  a l l  t h o s e  f a c t o r s  w h i c h  m i g h t  h a v e  i n c r e a s e d  

p r i c e s  i n  t h i s  p e r i o d  without t h e  i n t e r p l a y  of m a r k e t  f o r c e s .  
- - - - - - - -- * - 

- - Some of  t h e  m a j o r  f a c t o r s  of t h Z s  n a t u r e  c o u l d  b e  (a) t h e  
. . 

g o v e r n m e n t  f i x i n g  a s i g n i f i c a n t l y  h i g h e r  ( f l o o r  p r i c e * .  i n  t h i s  

p e r i o d  and b u y i n g  m o s t  o f  t h e  ' m a r k e t a b l e  s u r p l u s  a t  t h a t  p r i c e  

and (b) pr i ce  j u a p s  d u e  t o .  u n e x p e c t e d  c h a n g e s a  i n  d e a a a d  f o r  f o o d  . i 
i d u r i n g  t h i s  p e r i o d  b e c a u s e  of  i n t e r n a l  o r  external s h o c k s .  Re . i 

would,  h o v e v e r ,  a r g u e  t h a t  as l o n g  a s  these - f a c t o r s  increased 3 I 
1 

p r o d u c t i v i t y ,  o u r  h y p o t h e s i s  is v a l i d .  '3ie want  t o  show t h a t  , t o  
7 

f 
a l J  t h o s e  f a c t o r s ,  u h i c h  i n c r e a s e d  y i e l d  p e r  acre d u r i n g  this 

- 

i 
- _ - -  

t i a e ,  o u r  . a g r i c u l t u r a l  m a r k e t  r e s p o n d e d  n p o s i t i v e l g .  
--- - - . - 



T h e  ordinary least squares estimates of Equation 5.7 and 
5 -  

5 - 8  a r e  p r e s e n t e d  i n  Tables 5 2  t o  5.7 for  uheat and rice, 
i 

r e s p e c t i v e l y ,  The  r e s u l t s  based on nomina l  prices F a b l e s  5 - 2  to 

5 , s )  s u p p b r t  our h y p o t h e s i s  t h a t  p r i c e s  moved s i g n i f i c a n t l y  
i 

u p v a r d  from t h e i r  trend v a l u e s  d u r i n g  the Green  R e v o l u t i o n  

p e r i o d  '(1967-1971) compared t o  t h e  e a r l i e r  p e r i o d s  (1955-1960 or 
- - - - - - -  - -  ---- - -  - - A  

u- - %96Q-4965+-, - TBis is-ewid- froa--t Ire-coef f ie5eii-t - (b2j -- Eer - --Me---- -- - 

'dummy v a r i a b l e  OD* for  d i f f e r e n t  t i e  p e r i o d s  shown i n  these 
L 

t a b l e s ,  This c o e f f i c i e n t  is s i g n i f i c a n t  a t  t h e  52 l e v e l  f o r  most 
-- 

of t h e  m a r k e t s  b o t h  f o r  whea t  a n d  ric-e, I n  t h e  case of wheat  

p r i c e s  i n  F a i s a l a h a d ,  Gu j r anwa la ,  ~ y d e r a b a d ,  Okara,  S a h i w a l ,  and  

Sialkot. i t  is  s i g n i f i c a n t  a t  t h e  12 level. This is a n  i a p o r t a n t  
, . 

U 

result ,  because this- shous t h a t  i n c r e a s e d  p r o d u c t i v i t y  b;ought 
2 1 

a b u t  r e l a t i v e l y  more i a p r o v e a e n t  i n  s m a l l e r -  m a r k e t s  ( l i k e  Okara  
'ii 
r 

and S i a l k o t )  t h a n  i n  the r e l a t i v e l y  l a r g e r  markets ( l i k e  K a r a c h i  
- - -- - -- - -. -- 

3 I 

a n d  Lahore ) .  O u r  r e s u l t s  i m p l y  t h a t  d u e  t o  th'e i m p a c t  of the 
I1 
7 

Green  R e v o l u t i o n  on farmersq a b i l i t y -  &v ge* a  +ette~ price,  - 3 - . - d 
3 
f 

a v e r a g e  w h o l e s a l e  nomina l  p r i c e s ,  p a r t i c u l a r l y  o f ,  wheat a n d  . 

rice, went up bg t h e  v a l u e  of t h e  c o e f f i i c i e n t  .b2@'in d i f f e r e n t  i 
6 

! ..- 
I 

m a r k e t s  from t h e i r  t r e n d  v a l u e s ,  f 

T h e  e s t i m a t e s  b a s e d  o n  real p r i c e s  (Tables 5.6 to 5-7 )  ! 

provide r e l a t i v e l y  uea r e v i d e n c e  in f a ~ o u r  of oar b y p o t h e s i s -  v 9 
T e - c o e f f i c i e n t  ot the d u m m y  v a r i a b l e  'D8 is significant a t  the 

1 1 C - s  - ase of t 
- 

Okara  a n d  S a h i w a l  marke ts .  I n  some o t h e r  cases, i t  is 
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s f g n f f  i c a ~ t  a t  t h e  10s lewd ar lesa, For lkrachi asd Lafiore 
\ 

sarkats,  t b  s iga  of this cueffLcieat is ~egat iwe ,  i m d i c a t i n g  

t b a t  rea l  prices ef wheat & c l i m b  ie these m a r k e t s  duriag tbe 

Green R e r a l u t i a e  .For the real p r i c e s  uf rice, our cuefficient ' 

w i t s  s i g n i f i c a n t  at t h e  I O I  fete1 o n l y  in S i a l k o t  a n d  Efyderabad, 

In other cases, i t  was either i n s i g n i f i c a n t  or negative, 

i ~ p l ~ i n g  t h a t  in sore of these markets r e a l  p _ r i c ~ s  nf rice 
* -  

decreased dur ing  the ~ r e e ~  B e r o l u t i  on, 

However, a cXase foak 3t a 1 1  of t h e s e  results revea l s  t h a t  

i n  m a y  ways t h e j  s u ~ p o r t  oar hypothesis, 
-- - 

- 

s t rong ly .  Pirst  of 1 ,  t h e  sign of t h e  3us.y coefficient is 

p o s i t i v e  for wheat ~ r i c e s  in a l l  the smaller markets, T h e s e  mere 

t h e  s a s k e t s  where, t h e  & e ~ o r e n c m  of p r i c e  iltprorelrrent was . 

bypothesised t o  be stronger, 

S e c o n d l y ,  it is not. s u r p r i s i n g  if the rea l  p r i c e s  in 

coapared to otOer rark; tr  Additional s u p ~ l i e s  of t h e  aarketab le  

sarp fos  s b o a l d  lare .owed to t h e s e  markets rote than t o  other 

markets  due to factors m e n t i o c e d  earl ier-  

T h i r d l y ,  a t  l e a s t  for wheat prices, when ue compare t h e n  

w i t h  t h e  other p e r i o d s  (1955-60, and 1960-65). t h e  dubmy 

rar iabfe  is posit lrelf  assodated w i t h  r e a l  pr ices  only d u r i n g  

the Green Berolot ion period ( 1947 -71 ) -  In other p e r i o d s ,  
-- --- 

colpared to the 6rea Revrrlatiort per iod ,  the - c w f f i c i e n t  for 

my oariable  was either negative or i n s i g n i f i c a n t ,  F o r  rice 1 
prices, it appears t h a t  government  re . s tr ic t ions  on its aoveaent I 



t h e i r  produce to o t h e r  ~ r k e t s ,  Illrstead prodact ir i t?  of rice led 

to a stroager hutd of gcnerrtmeat on its trade d m  to greater 

a p p o r t o a i t i e s  af export ing,  A l s o ,  since we s t i t d i e d  b e c e  o n l y  

Baslrati rice which i not experience a very  s i g n i f i c a n t  

increase in its ~ i e l d  as conpared to other  v a r i e t i e s  markets may 

sot hare respurt&& a s  fawoambly  as  i t  d i d  ts &eat, 

3ar Let- Earsins  Daring && Greeo & o u l ~ t i o n  Period 

Our h y p o t h e s i s  that t h e  Green R e v o f a t i o n  e n a b l e d  t h e  
- - -- - -- - - -- - 

-- - -- 
- - -- 

- 

- 

faroers  t 2 m t t e r  p r i c e  t h a n  before can a l s o  be tcsted by 

curparing  the p r o f i t  n a r g i n s  earned by Erasers who buy from 

f rasers and self i a  p r i i a ~ y  or secoadary  i a r k e t s -  ' J n f o r t u n a t e f p ,  

a s  ue y o i n t e 3  u o t  e a r l i e r ,  ue d i d  n o t  h a v e  any h i s t o r i c a l  3 a t a  

on profit rar3 ins  for all k i n d s  of traders, T h e  o ~ l y  h i s t o r i c a l  

- - 

f i ~ u r e s  one c o o l d  g e t  uere t h o s e  ue o b t a i n e d  i n  C h a p t e r  I V  on 
- - - - - - - - - - - - - -- - 

t h e  *gross s s r 3 i n s w  of vtalesalers and re ta i l ers .  

These nargins ,  presented in Table 5.8, tridestf y w e t  down 

s i s n i f  i c a n t l y  in all M r k e t s  during 1967- 197 1 campared to 

1955-60 a n d  1961-&&lte average r a t e  of 'gross marginn in wheat  

for all markets d o r i n g  1967-71 was 7,02X, whereas t h e  figures 

for 1955-60 and 1960-65 uere 8,PSS-aPd 1?,46%.' The differences 

arong these average r a t e s  are significant at t h e  S t  level in . 



Correlation Coefficient 

b t  
far: Rice 

3. Hydetabad - 
4. Karachf 

5.  Lahore 
m 

0.1'2% 
pL 

0.W7 

0.103 

0.098 

'NA 

10. Sahivil 
Q 

11. Sargodha 

Source: Floor-price- da_ta_f r W  5 3  

Other data  [ 57 I 



p r i c e s  of w h e a t  a n d  rice may be c o n f o u n d e d  by  o t h e r  f a c t o r s -  One 

of t h e s e  f ac to r s  c o u l d  b e  t h e  i n c r e a s e  i n  ' f l o o r  p r i c e s m  b i  t h e  
- 

. . - 
g o v e r n n e n t ,  It c a n  be a r g u e d  t h a t  prices o f  t h e s e  c o ~ m o d i t i e s  

i n c r e a s e d  d u r i n g  1967-71 n o t  because t h e  m a r k e t s  e n c o u r a g e d  t h i s  \ 

t o  happen ,  b u t  b e c a u s e  g o v e r n m e n t  r a i s e d  ' f l o o ~  p r i c e s '  a n d  
- - -  - 

b o u g h t  n o s t  o f  t h e  marketable surplus a t  t h i s  price. We . G i l l  

a r g u e  h e r e  that n o t h i n g  u n u s u a l  l i k e  t h i s  l a t t e r  happened d$r ing  
- 

t h i s  p e r i o d ,  . 

- - 
-- - --- -- 

=st of a - E I t E ~ - Z s .  a ~r~-Eak--reXti-oFSh~-Pbetween the " 

p r i v a t e  m a r k e t  and g o v e r n m e n t  p r o c u r e m e n t  p r i c e s ,  a s  t h e  
. ,  

c o r r e l a t i o n  c o e f f i c i e n t s ,  shown i n  T a b l e  5- 9, a r e  v e r y  close t o  

z e r o ,  Secondly, g o v e r n m e n t  p r o c u r e m e n t  p r i c e s ,  p r e s e n t e d  i n  

T a b l e  5 - 1 0  have g e n e r a l l y  b e e n  l o w e r  t h a n  p r i v a t e  market p r i c e s ,  

p r e s e n t e d  i n  T a b l e  5, I ?  and  5; 72, This i m p l i e s  t h a t  t h e r e  was 
- - - - - ---- - - - --- - - - ------ - 

W 

v e r y  l i t t l e  i n c e n t i v e  f o r  f a r ~ s r s  +to sell  .to goierhment  

p r o c u r e m e n t  a g e n c i e s ,  e x c e p t  u n d e r  some ' t h r e a t w  by o f f i c i a l s  or 

- u n d e r  c o n d i t i o n s  o f  debt. T h e  impact of l o w e r  p r o c u r e m e c t  p . r i c e s  ' 
, 

I is r e f l e c t e d  c l e a r l y  i n  t h e  p r o p o r t i o n  of m a r k e t a b l e  S G ~ ~ ~ U S  of. 
* 

,d  w h e a t  which  t h e  g o ~ e r n a e  t was a b l e  t o  buy i n  d i f f e r e n t  y e a r s ,  3 1 1 
g i v e n  i n  Table 5.10 f o r  t h e  p r o v i n c e  of t h e  P u n j a b  o n l y - 6  The 

I 

p r o p o r t i o n  was very s a a l l  u p  t o  1969-70- Prom t h e n  on,  the 

g o v e r n m e n t  bought a r e l a t i v e l y  l a r g e r  shan of the tatal ----------- ------- 
6 U n f o r t u n a t e l y ,  d a t a  for other p r o v i n c e s  are n o t  a v a i l a b l e ,  a 

fiovever, as xa ~n C h a p t e r  I) Shows, sore  t h a n  ' 75% of 
vbeat i n  P a k i s t a n  is produced i n  t h e  P u n j a b ,  so p r o c u r e n e n t  of 
t h i s  commodi ty  is done  m a i n l y  from t h i s  p r o v i n c e ,  

- - - - - -  - - -- - - -  - 
- 

! 
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R 

arar k e t a b l e  s u r p l u s  , perhaps 13 ue - to --greate'k e c o n o - r i - c  artit -- -- 

pa&&hz& -S c r z a t c d  by t h 1 9 7 1  

Bangladesh crisis, and t h e  accession of a - r e l a t i v e l y  more 

interventionist g o v e r n m b n t  i n  1972, 
'1 . . 

S i n c e  t h e  p r o p o r t i o n  & total o u t p u t  . u h i c h  the g o v e r n m e n t  

p u r c h a s e d  was s m a l l , ,  . . a n d  the p r i v a t e  m a r k e t  prices were v e r y  

weakly r e l a t e d  t o  o f f i c i a l  ' f loor p r i c e s 8 ,  n o  c&ear e v i d e n c e  

exists - t h a t  t h e  g o v e r n m e n t 8 s  procurement p r i c e s  were r e s p o ~ s i b l e  

for  b r i n g i n g  a s i g n i f i c a n t  s h i f t  i n  p r i c e s  r e c e i v e d  py f a r m e r s  

during t h i s  period. we c a n ,  t h e r e f o r e ,  c o n c l u d e  tha), the p r i v a t e  
-- - -- - - -- - - - - A -- - _ ___ 

market r e s p o n s e  t o  i n c r e a s e d  a g r i c u l t u x j a l  p r o d u c t i v i t y ,  a l l o w e d  



Summary, C o n c l u s i o n s  a n d  Policy Implications 

The. .main o b j e c t i v e .  of t h i s  . s t u d y  - was t o  e x a i r n i n e  rice' 

f o r m a t i o n  p r o c e s s e s  i n  some p r i m a r y  a n d  t e o d i n a l  mar#& of. 
d 

P a k i s t a n  s i n c e  its c r e a t i o n  i n  1947, p o p u l a r  o p i n i o n  amo'nq 

ecdnomic  h i s t o r i a n s  i s  t h a t  t h e  t r a d i t i o n a l .  m a r k e t i n g  system ih  
. . 

B r i  t i s h  I n d i a  v  a s  c h a r a c t e r i s X i c a l l y  % l i g o p s o n i s t i c  a n d  t h a t  

f a r m e r s  v e r e  offered unf  a ' v o u r a h l e  prices f o r  their p r o d u c t s .  The 
-A 

- 
. .  

2 ---------p-------p------pp-p------pLp--pp-L---pL 

p r & v a i l i n g  vieb of a g r i c u l t u r a l p t r a d e  a s  %SneXplO'ita t i v e k  a n y  

* a n t i - s o c i a l n  - a c t i v i t y  is p r o b a b l y  d u e  t o  t h i s  h i s t o r i c a l  

n o t i o n ,  I n  f a c t ,  t h i s  v iew of t h e  t r a d i n g  p r o f e s s i o n  i n  P a k i s t a n  
0 

is taken f o r  g r a n t e d  and p u b l i c  p o l i c i e s  t o  c u r b  s o - c a l l e d  

a n t  i - s o c i a l  a c t i v i t i e s  of t r a d e r s  a r e  of ten s u g g e s t e d .  [ 7 4 ,  81 ] 
* 

I t  is, t h e r e f o r e ,  - - - i m p o r t a n t  - - - - - - to - ,  ' evaluate - t h e  p e r f o r a l a n c e  o f  
- - - -- - - - -- - - --A - - - - - - 

D 

p r i  v a t e  m a r k e t s  i n  a g r i c u l t u r a l  t r a d e ,  

Our i n v e s t i g a t i o n  of t h e  background  .of the e x i s t i n g  

m a r k e t i n g ,  s t r u c t u r e  r e v e a l s  t h a t  p o o r  m a r k e t i n g  c o n d i t i o n s  i n  

B r i t i s h  I n d i a  r e s u l t e d  from (a) i n a d e q u a t e  a n d  e x p 6 n s i v e  

t r a n s p o r t a t i o n  systems, and (b) dominance  by a  h o a l o g e n e o u ~  

c l a s s / c a s t e  of non- Ha s l i m  middlemen,  who pe r f  oreed t h e  t r i p l e  

f u n c t i o n s  of m e r c h a n d i s i n g ,  p r o d  nce b u y i n g  and  p r o v i d i n g  c r e d i t  
- -- - - - -- p- pp 

7 -- 

fac i l i t ies ,  T h e  a l aos t  total e x o d u s  of t h i s  class i n  1947 a n d  

thep i n a b i l i t y  of new t r a d i n g  c l a s s e s  t o  c o m b i n e  these t h r e e  

f u n c t i o n s  l e d  t o  t h e  d i s i n t e g r a t i o n  - .  of @ l i g o p s o n i s t i c  market - 

- --- 
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s t r u c t u r @ -  Government  p o l i c i e s  on a g r i c n l t u r a l  c r e d i t ,  
- - - - - --- -- -- -- --- - 

t r a n s p o r t a t i o n  and a g r i c u l t u r a l  g r o u t h  c o m p l e t e d  this p*rocess ,  
- - -- ---- -- - - .  

T h e  r e s p o n s e  of traders and c u l t i v a t o r s  t o  t r a d i n g  o p p o r t u n i t i e s  

r . e i n f o r c e d  this r e s u l t ,  T h e  p e r f o r m a n c e  o f  t h e  a g r i c i l t u r a l  
. . 

m a r k e t i n g  system is a f u n c t i o n  p r i m a r i l y  of i n p u t s  s u p p l i e d  by 

p t h e r  s e c t o r s .  . T h e s e  ' i n p u t s  comprise transpoftation ,and - 
c o m a u n i c a t i o n ,  c r e d i t  f ac i l i t i e s ,  and ' amore . . i m p o r t a n t l y  , 

a 

tecbnologica,l g r o w t h  a n d  changes in agrarian r e l a t i o n s ,  Sos* of * 

the ~ a r k e t i n g  changes i n  Pakistan since 1947 h a r e  b e e n  - s 

s t r a i g h t f o r w a r d  ad  j u s t e t e n t s  t6 i m p r o v e m e n t s  i n  %he s u p p l y  ,of ' 

f o e v a l u a t e  tbe a g r i c u l t u r a l  earket i n g  system in P a k i s t a n ,  , 

we first  d e s c i b e d  the marketing c h a n n e l s  for u b e a t ,  gram a n d  

rice, Information u a s  g a t h e r e d  on how inuch m a r k e t a b l e  surplus 

m a r k e t i n g  agency, B e t h o d s  of s e t t l i n g  p r i c e ,  getting i n f o r m a t i o n  

on  m a r k e t  forces a n d  dealing u i t h  c o m p e t i t o r s  were noted t o  

d e t e r m i n e  t h e  c o n d u c t  of t r a d e r s  i n  a market, I n f o r m a t i o n  on  t h e  

number of t r a d e r s ,  t h e i r  size d i s t r i b u t i o n  and c o n d i t i o n s  o f  

entry i n t o  t rade  was c o l l e c t e d  t o  e v a l u a t e  t h e  s t r u c t u r e  o f  , 

/ 

m a r k e t s .  We can  make t h e  f o l l o v i n g  & n c l u s i o n s  f r o m  o u r  a n a l y s i s  - 

o f  structure a n d  c- of mar*;- - -- 

1, C o n t r a r y  t o  t h e  view held , i n  some earlier s t l l ~ s ,  a 

r e l a t i v e l y  g r e a t e r  s h a r e  of wheat  and rice (paddy)  is sold 
\ 



i n  p r i m a r y  than i n  v i l l a . g e  markets. For example, of t h e  302 - ' 

f a r a e r s  we s u r v e y e d , -  36.30% sold t h e i r  wheat  e x c l u s i v e l y  i n  
.- - 

- -- A --PA--- 

- 
p r i m a r y  a a r k e t s  a n d  only 11.88% i n  village markets. Abou t  

e 

29.37% sold i n  b o t h  t h e  v i l l a g e  a n d  p r i m a r y  markets, Small  

farmers d e p e n d e d  more o n  t h e  v i l l a g e  m a r k e t  as compared  t o  

m3iw and l a r g e  farmers. Once a g a i n ,  contrary t o  t h k .  - 

. + .  
$ - % S F 3 .  

p o p u l a r  v i e r ,  few farmers s o l d  '.t'o a .  particular market 
I 

? b e c a u s e  pi credit t i e s  v i t h  a . trader; - '  . A  great ma30;&ty- - . 
& L . -u 

(49.27) s d l d  i d  a r i l l a g e  market onl;  "be? they h a d s m a l l  

q u a n t i t i e s  t o  se l l  or b e c a u s e  they (37.95%) tboaght t h a t  the 

market was "very small*.  It  is n o  l o n g e r  true t h a t  a= - 
- s i g n i f i c a n t  p o r t i o n  of marketable s u r F i u s  p a s s e s  through 

e v e r y  link i n  t h e  market c h a i n .  F a r m e r s  select a m a r k e t i n g  

channel o n  the? b a s i s  of i ts p r o f i t a b i l i t y  and a v i l l a g e  

trader is not a dominant element i n  m a r k e t i n g  a c t i v i t i e s ,  
- -- 

-----A ------ 

.2." The -nunbe= of traders-in b o t h  pr i rnary  a n d  t e r m i n a l  markets 

is a p p a r e n t l y  too i a q e  to  p e r  m i  t m o n o p o l i s t i c  practices. 

- "  Unequal  d i s t r i b u t i o n  of safes among t r a d e r s  does-. n o t  
'* 

i n d i c a t e  any clcar e v i d e n c e  of c o n t r o l -  by  a  feu t r a d e r s  of 
. r 

g r a i n  marketing. P r i c e s  . i n  general are s e t t l e d  i n  a n  o p e n  

a u c t i o n  i n  the p r e s e n c e  of a large number of traders a n d  

l o c a l  buye r s .  I n t e r m a r k e t  i n f  orma t i o n ,  p e r f e c  flaws quite 

r a p i d l y  a s  traders from t e r m i n a l  a n d  pr . . 
-- -- -- -- arkirts v m t  ' 

different n a r k e t s  f r e q u e n t l  J t o  d e  terpine  trends i n  p r i c e s  

and  stock p o s i t i o n s  i n ,  e v e r y  r e g i o n .  This e n h a n c e s  

- - - -  - --- - - -- -- - - - - 
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i n t e r m a r k e t  and intraaarket  c o m p e t i t i o n  among t h e  
- - -  - -  - - - - - - - - - - - - - - - -- - - - -- -- -- - 

i n t e r m e d i a r i e s ,  which greatly l i m i t s  t h e  p r o f i t s  t h a t  can be 

, e a r n e d  d e s p i t e  t h e  r e l a t i v e l y  s t r Q n g  bargaining p o s i t i o n s  
- 

enjoyed b y  some t r a d e r s  vis-a-vis 'producers and fellow . 
. . 

traders. ~ u e  t o  t h e i r  d i v e r s e  s o c l o - e c o n o m i c  b a c k g r o u n d s  a n d  
. . 

l i m i t e d  a ~ c e s s  to f i n a n c i a l  m a r k e t s ,  w e ' o b s e r v a d  n o  tacit or  . . . 

o v e r t  c o l l u s i o n  among traders, or  price l e a d e r s h i p  i n  t h e s e  

markets. :Some t r a d h & s  enjo; a  r e l a t i v e l y  _ l a r g e r .  shhre of. the ' -, 
* 

- 
- . 

niarkefLsirmpSy because.  of their greater .camrq,nd - ^  of owned 
* .' : $:. 

capital, a scarce r e s o u r c e  i n  b i & i s t a n g s  trade. The  h i g h .  

corfectly jedgiog  market trends and b y - t h e i r  a b - i l i t y  ,to 

s p e c u l a t e  i n  s h o r t - t e r m  i n v e h  tories, - 
3 ,  One of t h e  i m p o r t a n t  f e a t u r e s  o f  the marketing system i s  

t h a t  a l a r g e  n u ~ b e r  of t r a d e r s ,  b o t h  at t h e  v i l l a g e  a n d  c i t y  

l e v e l s ,  e i t h e r  be long  t o  s ~ a l l  l a n d o v n i n g  f a  milies oh were 

s i g n i f i e s ,  a p o s i t i v e  c h a n g e  i n  social m o b i l i t y  a n d  points 

t o  t h e  n e c e s s i t y  f o r  gove rnmen t  t o  e v a l u a t e  . t h e  

d i s t r i b u t i o n a l  a s p e c t  of i ts p o l i c y  towards a g r i c u l t u r a l  

m a r k e t s ,  It is  often n o t  a  s i t u a t i o n  w h e r e  the *poorm 

i farmers need p r o t e c t i o n  f r o e  nun scrupulous^ t r a d e r s .  



. . a-1y FB 
.. 

wheat, gram, and rice , i n  one market  on prices i n  other w a r k e t s  
. . 

from J a n u a r y  1955 t o  J u n e  1979-  T h e  r e g r e s s i o n  coefficient was 

t h e n  t a k e n  a s  a n  i n d i c a t o r  *of marke t  i n t e g r a t i o n .  I t  was- sssuoed 

. t h a t  i f  make t s  behaved i n  a p e r f e c . t l p  i n t e g r a t e d  manner t h e  ' . .  . 
" r e g r e s s i o n  c o e f f i c i e n t s  would ' be  e q u a l  to ' unity, - a 

E s t i m a t e s  for the - degree of interraarket rrelationship wbre 

o b t a i n e d  by using ' a b s o l u t e  price*, 'first differences i n  
-- - -  i h  
pe 

---? - - - , 

prices', a n d  ' r a t e s  of change i n  prices*,- 
# ,  i To g a i n  a d d i t i o n a l  i n s i g h t  i n t o  i n t e r r e g i o n a l  price 

* 

r e l a t i o n s h i p s ,  u e  computed :Root fiean S q u a r e  Errors  (RPISE) and 

c o n p a r e d  them uith t r a n s h i p e n t  costs, An a t t e m p t  was a l s o  riade 

t o  decompose b h n s e  estimates of R115E based on a b s o l u t e  price 
e 

A 

0 ,I 

differentials intO-mear?.di-- -- --IpP - - - 

d i f f e r e n c e s  ( v a r i a n c e  Component) and  c o v a r i a n c e  d i f f e r e n c e  

( C o v a r i a n c e  Component), Tke decomposi.t ion - of BHSE a e l p e d  in 
z 

U 

i d e n t i f y i n g -  ' t h e  f a c t o r s  which may have i n f l u e n c e d  p r i c e  t r e n d s  
- 

i n  d i f f e r e n t  regions, L a r g e r  v a l u e s  of B i a s  and variance 

components  r e l a t i v e  to C o v a r i a n c e  components u e r e  taken t o  

i n a i c a t e  t h e  influence o f  m o n o p o l i s t i c  elements, caused either 

by g o v e r n m e n t a l  t e s t r i c t i o n  on p r o d u c t  m o b i l i t y  or m o n o p o l i s t i c  

h o l d  of a f e u  t r a d e r s  on s u p p l y  and demand o r  relatea factors, 
. . 

On t h e  other hand, a relatively l a r g e  covariance c o n p o a e n t  was 



-3 C 
'r 

- 

- --- -- 

taken  to i n d i c a t e  p o o r  t r a n s p o r t a t i o n  and _ ~ o m e u n i c a k i o n  
-- -- - -- - - - - -- - - -- - - - -- -- - -- 

facil i t ies or  d i  f f e ~ e n c e s  i n  c r o p p i n g  patterns which .would 
,' - 
C 

ittf lnence p r i c e  a o v e m e n t s  d i f f e r e n t l y  i n  different regions, 

An examinat ion  of o u r  es t imates of t h e  regression 
. 

r e l a t i o n s h i p s  bGtveen  p r i c e s  s u g g e s t s  that m a r k e t s  fo r  wheat a n d  

-gram werft c l o s e L y  r e l a t e d  t o  each o t h e r ,  when such e s t i m a t e s  
t .  

were b a s e d  o n . , * a b h l o t e  p r i c e s n .  I n  a b o u t  7 5 %  of the cases. . g u r  
'. t - -. I .  

h y p o t h e s i s  uf perfect raarke t  - i -n t eg ra  t i o n  was a6eepted. ztqd ~ I P  . - 

- -  --- A - --- ."_ I " *  . - A  - . - 

estimates were much higher thqn estimates obtained i n  c o u n t r i e s  , 

' t -6 

like India, l i g e r i a .  ~ a n ~ l a a e s h ,  a n d  G h b w -  T& r e s ~ l b  b a s e d  o n  
N-' 

>. 

\ .  

. , 
1 - -- p + - &=A 'H)'-S' a i d  -t, a 

however, reflect as  h i g h  d e g r e e  of m a r k e t  i n t e g r a t i o n .  I n  mst 

cases; t h e  h y p o t h e s i s  of p e r f e c t  i n t e g r a t i o n  c o u l d  n o t  b e  

a c c e p t e d .  T h i s  i n d i c a t e s  that our  m a r k e t s  &re n o t  perfectly 

c o m p e t i t i v e  as described g e n e r a l l y  i n  the economics t e i t b b o k s .  
* 

However, our r e g r e s s i o n  results c a n p l e d  wioth the estimates o f  

v a l u e  v e r e  generally l o v e r  t h a n  t r a n s h i p m e n d  4.b s an t h e  Bias 

and Var'ance c o m p o n e n t s  vere small compared  t o  t h e  c a v a r i a p c e  

componen t s ,  which i n d i c a t e  that t r a d e r s  have r e s p o n d e d  t o  p r i c e  

d i f f e r e n c e s  i n  a way i n  which  prices i n  one r e g i o n  d i d  n o t  s t a g  

h i g h e r  t h a n  i n '  o t h e r s  f o r  a long period, i m p l y i n g  c o r n p e t i t h e  

s u p e r v i s i o n ,  is hawever  d i f f e r e n t  f r o m  wheat a n d  gram. The 



. * 

regress ion  coefficients between rice ' p r i  
- - A -- - 

-- - -- -- - --L------ ---- -- - 
l a r g e  deriat  ion f roa a one-to-one rela  t i o n s h i p  between markets. 

~ n t e r m a r k e t  price d i t f  e r e n ~ e s  f o r  this c o ~ m o d i t y  re& a l s o  m a r  
.L * , 

times greater t h a n  ' t r a n s h i p m e n t  costs, int l icat ing a s t r o n g  
w 

, p o s s i b i l i t y  of t r a d e r s  d e a l i n g '  i n  black qarkots and raking huge 
b 

p r o f i t  when they v e r e  able to se i l  to  a # h i g h  p r i c e w  market, - &.+ 
-e. 

' # . . 
. e 

" 
I , S e a s o a a l  P r i c g  v a r i a t i o n s  

A -  - - - 

-Ue- - h a -  e the foflowing aa jor issues about Seasonal: " 

v a r i a t i o n s  i n  *prices, 
- .  

1, Whether p r i c e s  during the h a r v e s t i n g  season are wundolyw 
-- - -- 

- - 

d e p r e s s e d  compared t q  t h e  p o s t - h a r v e s t  periods, a s  is 
I 

sometimes believed i n  P a k i s t a n .  

2 ,  What is t h e  n a t u r e  of profits i n  storage a c t i v i t y  uhea 

i n t e r t e m p o r a l  pr ice  d i f f ' e r e n t i a i s  are compared  vith s t o r a g e  

costs? 1. 

f a c t o r  influencing a n  i n d i v i d u a , l a s  decisions to sell in 

h a r v e s t  v i s a - v i s  p o s t - h a r v e s t  p e r i o d s ,  what is  the 

magnitude of s u c h  r i s k  i n  storage a c t i v i t y ?  

4, S i n c e  t h e  r i s k  of  o f f s e a s o n  fluctuations i n  p r i c e s  affects 

t h e  to ta l  cost of a l l o c a t i n g  supplies to t h e  f u t u r e ,  uhat is 

t h e  * n a t u r e  of this cost o v e r  t i m e ?  The per formance  of - a  

market ing  system should improve  i f ,  t h e  average cost of 
-- 

i n t e r  tenporal  supplies d e c l i n e s  over tine, - - 



In a n s w e r i n g  t h e s e  questions, ue u s e d  the average w h o l e s a l e  
- -- 

n o n t h l y  p r i c e s  of u3eat ,  gram Zi12% rlcce-(BaSmatiryfrd-.--Ja~mry- " 

- -mFtom - 
1 

It was f o u n d  , t h a t  prices i n  h a v e s t  ' p e r i o d s  uere., lower t h a n  
. . 

i n  p o s t - h a r v e s t  periods, ~ d w e v e r ;  when s t o r a g e  costs were 

s u b t r a c t e d  f ros i n t e r t e m p o r a l  p r i c e  d i f f e r e n c e s ,  t h e  n e t  - , 
. - 

- " d i f f e r e n c e  be tueen  harvest a n d  post-harvest p r i c e s  of w h e a t  a n d  

graa. were g e n e f a r l y  v e r y  lor. R5ffereaces i n  the case o f ' g r a n  
I .  - 

were sl-ig-Btl]r suze than- f i x  wheat ,  i n d i c a t i n g  riskier "nature of 

storing gram d u e  t o  g r e a t e r  instability i n  its s u p p l y  and demand 

c o z t d i t i o n s ,  For rice prices, t h e  .. . g r o s s  i n t e r t e m p o r a l  p r i c e  
- -  - - - -  - _ __ . -- - -- ------pppp-ppp- - - - pp-ppp - - - -- -- -- - pp 

d i f f e r e n c e s .  uere very l q u  f o r  s o n e  years a n d  v e r y  h i g h  f o r  

others, A l s o ,  t h e r e  was no  u n i f  ormj t p .  a c r o s s  markets, The n e t  

e a r g i n s ,  though n o t  very large on a v e r a g e ,  a l s o  shoved a a j o r  

f l u c t u a t i o n s  f ron year t o  year. A major r e a s o n  f o r  t h i s  could be 

g o v e r n m e n t  i n t e r v e n t i o n  i n  t h e  rice t r a d e -  I n  its a t t e m p t  to 

its. policy of z o n i n g  and r e s t r i c t i o n s  on i n t e r d i s t r i c t  movement 

of rice which alters p r i c e s  i n  a n  u n p r e d i c t a b l e  manner i n  

different markets, 

We h a r e  measured risk by the v a l u e  of t h e  - e f f i c i e n t  of 

v a r i a t i o n  of average w h o l e s a l e  mon th ly  p r i c e s  i n  p o s t - h a r v e s t  
. . . " 

months, T h i s  m e a s u r e  was o b f a i n e d  f o r  e a c h  market and f o r  e v e r y  - 

year from 1955 to 1979, I t  was assumed t h a t  a h i g a e r  ( l o u e r )  
2 

value of t h i s  c o e f f i c i e n t  f o r  the post-harvest prices, - would 
. . 

reflect greater  (smaller) r i s k  i n  s t o r 2 n g  a commodity.  F a r m e r s  



who are e x p e c t e d  to take i n t o  account the n a t u r e  of prices i n  
d - - - - - - - - - -- - - - - - -- -- A -- -- -- 

t h e  o f f s e a s o n  w i l l  be e n c o u r a g e d  t o  sell i n  the harvest p e r i o d s  
r. . 

- -- - - -- - pL- - - 

if p r i c e s  i n  t h e  p o s t - h a r v e s t  p e r i o d s  f l u c t u a & e d  rntoo - much.@ . 

T h i s  s o o l d  d e p r e s s  price% f u r t h e r  i n  t h e  h a r v e s t  r e l a t i v e  t o  the  
. . 

p o s t - h a r v e s t  p e r i o d .  

T h e  a n n u a i  e s t i a a t e s  of the c o e f f i c i e n t  o f  variation i n  

offseason pri-ces wexe q u i t e  h i g h  i n  t h e  early years f o r  most of 

\ markets, T h e i r  v a l u e s  generally declined since 196Q, Eowever,  

there Fas b e e n - a  r i s i n g  t r e a d  sirice 1977, For the, twenty-f&e ' .- 

.''gear per iod  [l95S-l979) , we o b s e r v e d  a s i g n i f i c a n t l y  n e g a t i v e  . 

f l u c t u a t i o n s  i n  the offseason prices of t h i s  c o n n o d i t y  decreased 

over tine, I n  t h e  c a s e  o f  gram, t h e  c o e f f i c i e n t  of v a r i a t i o n  

seems t o  h a v e  gone n p  o v e r  the period, though not s i g n i f i c a n t l y -  

Po)r rice, me could n o t  o b s e r v e  a n y  clear. t r e n d :  ' t h e  trend was 

negative i n  some m a r k e t s  a n d  positive i n  o t h e r s ,  b a t  

i n S T g n i f i c a n t  i n  z l l c a s e s ,  --- --- -- 

- -- - -p--p- - - - 

b 

An i m p o r t a n t  c o n c l u s i o n  h e r e  ' is t h a t  t r a d e r s  appea r  t o  have 

Y i n p r o v e d  t h e i r  u n d e r s t a n d i n g  of t h e  s t o r a g e  o p e r a t i o n  o v e r  time, 

\ This is e v i d e n t  from t h e  d e c l i n i n g  t t e n d  i n  t h e  v a l u e s  o f  
2 

c o e f f i c i e n t s  of variation i n  the o f f s e a s o n  p r i c e s  of uheat, Also 

iack of any  trend in o f f - s e a s o n  s a r i a t i o n f  i n  p r i c e s  of gram and A 

rice S n s p i t e  of several d e s t a b l i s i n g  f a c t o r s ,  such as the 1965 

war w i t h  xnd ia  and the drought f o l l o w i n g  it, f l u c t u a t i o n s  i n  
- - - -p - -- - .A 

2, 

p r i c e s  d i d  not i n c r e a s e ,  $his is  a sign of the ability of the 

a g r i c u l t u r a l  markets t o  c o p e  w i t h  i n t e r n a l  and e x t e r n a l  shocks 
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without i m p o s i n g  h i g h e r  cos ts  o n  t h e  economy. 

- -- - - - - - - - - - - - -- - - - 

Price R e l a t i o n s h i p s  B e t w e e n  Different Levels of P l a r k e t i n g  a 

To analyse p r o f i t  m a r g i n s  e a r n e d  by traders i n  - d i f f e r e n t  
-*. 

- .. . s 

markets, we compared  a v e r a g e  u h o l e s a l e  mon th ly  p r i c e s  w i t h  t h e .  

aveEage m o n t h l y  retail p r i c e s  of . w h e a t  a n d  gram from 1955 ;o 
- '. 

"r, 
1979.1 By s u b t r a c t i n g  handling c h a r g e s  f ron, g r o s s ,  d i f f e r e n c e s  

between prices at d i f f e r e r i t  i e v e l s  we d b t a i n e d  . . t b e  n e t  l r a r k e t i o g  * 

- . . 

n a s g i n X ,  our e s t i m a t e s  shou t h a t  t h e  'het market. marcjins earned 

b y  traders, vere o n l y  slightly above zer@- Even t h e  g r o s s .  A 

* "  . . . 
d i f  f e r e h c e  between t h e s e  p r i c e s ,  'except fo r  d few y e a r s  ; hen -  

--- - - - - - & - - - - - - - - - - - - - - -- - - -- - - -- - - - . - - -  - -  - 7 - , - - +  -- - - -  - - - - - -- - - 

P 
there was e i ' t h e r  a  p o l i t i c a l  or  economic crisis in t h e  c - o u n t r y ,  + . ' 

was u s u a l l y  less than 15%. . ~ d r e  i m p o r t a n t l y ,  .high m a r g i n s  . neve r  ~ ' *  

lasted f o r  Isore t h a n  a  year or so, - . 
-i- ... 

A si,milar p i c t u r e  emerges wh.ea w e  l o o k  a t  

p r o f i t  margins computed from the account books 

-- - - t - r a m s .  Kouhere d i 6 '  w e  i i f i i T '  t h a f  tH3r "ijross m i g i  
-- 

sore than 25%. and on a v e r a g e  v e r e  close t o  5 I f  h a n d l i n g  

c h a r g e s  were e x c l u d e d  from t h e &  f i g u r e s ,  t h e  net a c c o u n t i n g  

margin would b e  close t o  5%. ~e c a n n o t  c o n s i d e r  t h e s e  p r o f i t  

m a r g i n s  a s  u n d u l y  h igh ,  when we l o o k  a t  t h e  a n o u n t  

of time and effort v h i c h  these tr@&rs have t o  p u t  i n  m a r k e t i n g  
* .  

commodi t i e s .  D u r i n g  the c o u r s e  of ' o u r  i k v e s t i g a t i o n ,  ue found . . 

t h a t  a v i l l a g e  t r ade r  vo rked  a s  h a r d  as a n y b o d y  i n  the ' v i i l , a g e  - 
- - -- - - - -- -- -- -- 

s e t t i n g -  H e  must travel l o n g  d i s t a n c e s  i n  search af m a r k e t a b l e  

---------------a 4 
/ 

1 Retai l  prices for rice were n o t  a v a i l a b l e .  
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, 

w 

. . s u r p l u s -  It takes him days  or even wee& b e f o r e  a _ s o f f ~ c l e L - _ - - -  
- -- 

0 

q u a n t i t y  is colxected to be t a k e n  to primary markets, Even this 
- - - - - - - - - - - - - - 7' 

the t rader  c a n  do only i f  h i s  u o m e n f o l k  and c h i l d r e n  h e l p  him 

sewing bags, l o a d i n g  and u n l o a d i n g .  Arranging t r a n s p o r t a t i o n  and - 
. . 

tak ing  the product to m a r k e t s  are not e a s y  j o b s  either; T h e r e  is  

a lways  a d a n g e r  of losses i f  t r a n s P o r i a t i o n  i s  n o t  r e a d i l y  . 
. . 

a v a i l a b l e ,  and w h e n  the p r o d u c t  is carried b y  donkeys  or mules a 
I =  hr h 

. t r a d p r  s o m e t i m e s  w a l k s  10 t o  15 miles w i t h  the a n i m a l s s o  t h a t  
-. _j ' - - A 

- "  

he can prevent losses on t h e  way- F i n a l l y ,  h e  may b . e . h a r a s s e d  by 
+ 

* ? 

the . gctroi ( 'municipal  t a r )  and p o l i c e .  officials, who t e n d  to . - t? 

. s 
V I donations and b r i b e s .  These are just a  f e v  examples of =the  

- nature  of his task for which a 5 t o - 1 0 %  is  n o t  r J u n j u s t i f i e d g *  b y  
* .  

any s tandard .  r 



i n c r e a s e d  e v e n  t h o u g h  t h e  t o t a l  s u p p l y  of a g r i c u l t u r a l  s u r p l u s  
- - - -  -- - -  - - 

w e n t  up. O u r  o b s e r l i a t i o n  df t h e  c h a n g e s  i n  n e t  p r i c e s  r e c e i v e d  
- - -  - -  - - - - - 

- 

by farmers d u r i n g  t h e  Green  B e v o l  t i o n  p e r i o d  l a r g e l y  c o n f i r m s  Y 
\ 

P 

o u r  h y p o t h e s i s ,  Nomina l  wheat p r i c e s  v e n t  u p  s i g n i f i c a n t l y  

du;ing 1966-67 t o  1970-71 compared  t o  ea r l i e r  y e a r s  o f v  o u r  

s t u d y -  R e a l  p r i c e s  a l e o  went  up  i n  sane m a r k e t s  such as S a h i w a l ,  

Okara, S a r q o d h a  a n d  S i a l k o t .  I n  t h e  case o f  ( B a s m a t i )  rice, our 

h y p o t h e s i s  lras n o t  c o n f i r m e d  a s  s t r o n g l y .  I t  was p e r h a p s  because 

(a) t h e  Green  R e v o l u t i o n  a f f e c t e d  c o a r s e  rice more t h a n  Basmati 

rice, a n d  (b) t h e  c o n t r o l  e x e r c i s e d  b y  t h e  g o v e r n m e n t  on rice 

D e s p i t e  t h e  g e n e r a l  c o m p e t i t i v e n e s s  of t h e  m a r k e t s ,  t h e y  

a re o b v i o u s l y  d e f i c i e n t  i n  s e v e r a l  a r e a s  a n d  n e e d  i ~ p r o v e m e n t ,  

Aaong t h e  most i e p Q S ~ t a y  weaknesses i s  t h e  p r e s e n t  system i-s . 
y- - -  - 0 2- 

m d r k e t  i r i t e l l i g e n c e ,  Fe f ourid t h a t  t r a d e r s  a n d  f a r r a e r s  r e l y  or, 

p e r s o n a l  c o n t a c t s  f o r  m a r k e t  i n f o r m a t i o n  a s  o t h e r  means are 

e i t h e r  n o t  r e a d i l y  a v a i l a b l e  o r " n o t  r e l i a b l e .  T h e r e  i s  n o  s y s t e m  

o f  d i s p l a y i n g  c u r r e n t  daily p r i c e s  o n  t h e  p r e m i s e s  of a  marke t .  

F a r m e r s ,  t h e r e f o r e ,  u s u a l l y  v i s i t  d i f f e r e n t  commiss ion  a g e n c i e s  

a n d  l e a r n  a b o u t  p r i c e s  t h r o u g h  thei, i? p e r s o n a l  l i n k s .  T h i s  4s .a 

p o o r  a r r a n g e m e n t ,  a s  farmers map e i t h e r  get i n c o m p l e t e  or' wrong 

i n f o r m a t i o n .  -Prices r e p o r t e d  on  r a d i o  and p u b l i s h e d  i n  t h e  e_ 
- - - - -  ----p--pp- L - 

I 

n e w s p a p e r s  a r e  o n l y  a v e r a g e s  of d a i l y  q n o t a t - i o n s ,  t h i c h  may n o t  
- - -- - -- - - -- 

- I 
I 

v e r y  h e l p f u l ,  the 
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r e a s o n s  why a v e r a g e  
I 

p r i c e s  are I 
I 



" '1 

reported is  t h e  lack of s t a n d a r d i z a t i o n  of a g r i c u l t y r a l  
- - -- - - - - - - - - - - .- - - - - - - - - - - - 

c o m m o d i t i e s  i n  P a k i s t a n .  The q u a l i t y  of a product is d e t e r m i n e d  
- - - - - - - - - - - - - 

o n  t h e  basis of- i t s  c a l o u r ,  d r y n e s s ,  p r o p o r t i o n  o f  f o ~ e i g n  

e l e m e n t s  a n d  so on,  a n d  is n o t  u n i f o r m  among m a r k e t s -  T h i s  

+ a r b i t r a r i n e s s  i n  s t a n d a r d i z a t i o n  some t i n e s  r e s u l t s  i n  \ 

u n n e c e s s a r y  d i s ~ u t e s .  

T h e  l a c k  o f  telephone a n d  t e l e g r a p h  l i n k s  i s  o n e  of t h e  

m a j o r  problems w h i c h  - t r a d e r s  d e a l i n g  i n  more t h a n  o n e  m a r k e t  

face. S e v e r a l  t r a d e r s ,  i n  p r i n a r y  m a r k e t s  visited t i i d  n o t  h a v e  

any t e l e p h o n e  s e r v i c e ,  T h o s e  w h o  h a d  s u c h  f a c i l i t i e s  f o u n d  it 

d i f f i c u l t  t o  g e t  • ’ r e e  l i n e s  when t h e y  were most n e e d e d .  A s  a . 
- - - -- -- - - - - - - - - - - - - - - - - - -- -- - -- 

- - - - - -- 

r e s u l t ,  it is n o t  e a s y  o r  p o s s i b l e  for t r a d e r s  t o  r e s p o n d  t o  

changes i n  p r i c e s  i n  o t h e r  m a r k e t s ,  S h o r t - r u n  p r o f  i t  

o p p o r t u n i t i e s  are t h e r e f o r e  c r e a t e d  i n  some m a r k e t s  a t  the 

expense of t r a d e r s  a n d  farmers i n  o t h e r  r e g i o n s  b e c a u s e  of a n  

i n e f f i c i e n t  i n f o r m a t i o n  s y s t e m .  T h i s  a l s o  h a p p e n s  d u e  t o  p o o r  

t r a n s p o r t a t i o n  p a r t i c u f  a r l y  &urinPg t h e  --harvest s e a s o S c  Since-- 

h a r v e s t i n g  brings r e l a t i v e l y  l a r g e  q u a n t i t i e s  of s u  r p l a s  t o  t h e  r\ 
market, t ~ a n s p o c t a t i o n  f a c i l i t i e s  a r e  usually t h e  l e a s t  a d e q u a t e  

i n  t h o s e  p e r i o d s ,  O f  c o u r s e ,  s o p p l y  of t r a n s p o r t a t i o n  f a c i l i t i e s  

d e p e n d s  m a i n l y  on g o v e r n m e n t  p o l i c y ,  a s  i t  c o n t r o l s  r a i l w a y  x 

< I 

4 

B 
2 

r o u t e s  a n d  d e t e r m i n e s  t h e  nnmber of t r u c k s ,  tractors and o t h e r  

v e h i c l e s  t h r o q g h  its i m p o r t  p o l i c y .  

Another p r o b l e n i  i n  t r a d i n g  r e l a t e s  t o  m a k i n g  p a y m e n t s  t o  
- - - - - - -2-- 

farmers, nos t  of t h e  t r a d e r s  a n d  farmers we i n t e r v i e w e d  
- - - - - - - ---- 

c o m p l a i n e d  a b o u t  the - l a c k  of s u f f i c i e n t  f u n d s  d u r i n g  the 



i n t e r v i e u e d ,  b a n k s  d o  n o t  p r o v i d e  e n o u g h  c a s h  o n  demand  d u r i n g  
- - - - - -- --- - . I 

3 
1 

t h i s  p e r i o d  w h i c h  r e s u l t s  i n  de ays i n  p a y m e n t s  t o  farmers, This I 1 
I 

m e a n s  t h a t  some farmers n a p  s e l l  t o  a t r a d e r  who qan a r r a n g e  
I 

r & d y  cash, O n c e  a g a i n  t h i s  is a p r o b l e m  w h i c h  t h e  g o v e r n m e n t  I 

I 

l a r g e l y  c o n t r o l s  a s  i t  now owns t h e  banking s y s t e m -  I c a d e q u a t e  t t 

a c c e s s  o f  a g r i c u l t u r a l  t r a d e  t o  the c a p i t a 1  m a r k e t s  i n  t h e  
i 

c o u n t r y  a h a v e  h i n d e r e d  p r o g r e s S ,  Banks a n d  o t h e r  f i n a n c i a l  

i n s t i t u t i o n s  usually d o  n o t  - e n c o u r a g e  i n v e s t m e n t  b y  G r i v a t e  

t r a d e r s .  T h e y  . w o u l d  r a t h e r  p r o v i d e  c r e d i t  t o  i n d u s t r y  and 

d o  n o t  t h e r e f o r e  see m o d e r n  t e c h n i q u e s  u s e d  i n  d o m e s t i c  

a g r i c u l t u r a l  marke ts  o n  t h e  same scale w h i c h  o n e  o b s e r v e s  i n  t h e  

i n d u s t r i a l  s e c t o r ,  
, 

F i n a l l y ,  t h e  g e n e r a l l y  l o w  l e v e l  of e d u c a t i o n  of t r a d e r s ,  

particularly i n  t h e  v i l l a g e  and p r i m a r y  markets, a l s o  seems t o  
- - - - - -  - -- - - -  - - - -  

be a m a j o r  drawback of t!le existing m a r k e t i n g  s y s t e m .  Host of 

t h e  t r a d e r s  we i n t e r v i e u e d  were h i g h s c h o o l  d r o p o u t s .  Not a l l  of 

t h e m  knew a b o u t  the e x a c t  r o l e  of t h e  m a r k e t  committees w h i c h  

t h e  g o v e r n m e n t  h a s  e s t a b l i s h e d  t o  r e g u l a t e  m a r k e t i n g  a c t i v i t i e s .  

C o n s e q n e n t t y ,  t h e y  do  n o t  show much care i n  r e p o r t i n g  p r i c e s  a n d  

quantities t o  t h e s e  c o m m i t t e e s ,  Nor do t h e y  f u l l y  u n d e r s t a n d  

t h e i r  r i g h t s  a n d  d u t i e s  i n  r e l a t i o n h o  v a r i o u s  laws e n a c t e d  b y  

,iind off lcrals of food d e & p a r t m w t s  a n d  pnlice, t o  mi case the- 
. . 

a u t h o r i t y .  



P o l i c y  I m p l i c a t i o n s  
k ' _ 

- - - - - -- - - -- 

The f i n d i n g s  of t h i s  study s h o u l d  be  of i n t e r e s t  t o  p o l i c y  , . - ~  

I 

maker s  i n  P a k i s t a n .  It d e m o n s t r a t e s  t h a t ,  a l t h o u g h  a g r i c u l t u r a l  
. . I 

1 

markets  i n  P a k i s t a n  d o  n o t  f u n c t i o n  l i k e  t e x t b o o k  p e r f e c t  . I 
I 

m a r k e t s ,  t h e y  h a v e  shown a  h i g h  d e g r e e  of i n t e g r a t i o n  a n d  a p p e a r  

t o  have  c o n t r i b u t e d  s i g n i f i c a n t l y  t o  p o s i t i v e  c h a n g e s  w l i c h  t o o k  

p l a c e  i n  t h e  a g r i c u l t u r a l  sector d u r i n g  the p a s t  tuo decades, 
- 

~ g r i c u l t n r a l  t r a d e r s  a r e  g e n e r a l l y  f rom t h e  m i d d l e  o r  lower 

r s idd le  income g r o u p s  of t h e  s o c i e t y ,  T h e  r u r a l  t r a d e r s  

= 

h i s t o r i c a l  r e a s o n s ,  i n  f a c t  b -e long  t o  t h a t  s e g m e n t  of t h e  . r u r a l  3 - 
•’ 

s o c i e t y  whom t h e  g o v e r n m e n t  s h o u l d  b e k p l p i n g  t h e  most a s  t h e y  s2 P 
d 

? 4 
a re  either h n d f e s s  l a b o u r e r s  o r  v e r y  s m a l l  l a n d o w n e r s  a.nd . -< 

3 
s u p p l e m e n t  their i n c o m e  by t r a d i n g ,  2 - 

P 

F r o n  t h i s ,  study i t  a l s o  a p p a r s  that p r i v a t e  m a r k e t s  h a v e  
- -  . ~ 

+ 
-- - - - - - -- - - ---- -- --- 

- -  - 

r e s p o n d e d  f a v o u r a b l y  t o  c h a n g e s  i n  o t h e r  sectors of .  the economy. - 
4 

soc io -economic  c h a n g e s  i n  r u r a l  a r e a s  may a l s o  h a k e  been - 
- 

e n c o u r a g e d  by t h e s e  m g r k e t s ,  a s  p e o p l e  w i t h  d i v e r s e  s o c i a l  and 
r 

e c o n o m i c  b a c k g r o u n d s  were a b l e  t o  e n t e r  the g r a i n  t r a d e  w i t h  

r e l a t i v e  ease. T h e  c a s e  of rice m a r k e t i n g ,  o n  t h e  c o n t r a r y , '  

shows t h a t  d i r e c t  c o n t r o l  of t r a d e  by t h e  g o v e r n m e n t  has n o t  

a l w a y s  p r o d u c e d  t h e  d e s i r e d '  r e s u l t s :  i t  may i n  f a c t  h a v e  

r e s u l t i n g  i n  h i g h e r  e f f i c i e n c y ,  No e v i d e n c e  c o u l d  b e  f o u n d  f o r  
- - -  -- 

n e x c e s s i v e n  p r o f i t s  b y  p r i v a t e  t r a d e r s  i n  a g r i c u l t u r a l  markets  



4 
f o r  wheat  and- gra r ,  

Based  on t h e  a b o v e  f i n d i n g s  i t  would n o t  b e  a d v i s a b l e  for 
- - - - - - - - - - - - - - - - 

the g o v e r n m e n t  to r e p l a c e  t h e  e x i s t i n g  m a r k e t i n g  s y s t e m  by 

p u b l i c  sector a r r a n g e m e n t s . 2  Th's s t e p  is n o t  u a r r a n t e d  b y  '1 . . .  
- - e i t h e r  e f f i c i e n c y  u r  e q u i t y  a r g u m e n t s ,  It' woula  b e  d e s i r a b l e  

- -_ = . i n s t e a d  t h a t  t h e  g o v e r n m e n t  c o n c e n t r a t e s  o n  p r o v i d i n g  f ac i l i t i e s ,  

which, c o n t r i b u t e  t o  t h e  o v e r a l l  d e v e l o p m e n t  of t h e  a g r i c u l t u r a l  

s e c t o r  and, i m p r o v e  the p r f o r m a n c e  of markets, Solne s p e c i f i c  

a r e a s  i n  t h i s "  respect a r e :  
* . .  

1, Improvemen t  i n  t e l e p h o n e  a n d  t e l e g r a p h  s e r v i c e s  b e t w e e n  

e q u a l  p r i o r i t y  v i s - a - v i s  t h e  i n d u s t r i a l  sector i n  g e t t i n g  , 
t I 

- 3. I t h e s e  faci?&ities. J 
2, Expansibn i n  t r a n s y o r t a  t i o n  f a c i l i t i e s  n e e d  i m m e d i a t e  

- a t t e n t i o n ,  I n  t h e  s h o r t - r u n ,  g o v e r n m e n t  c a n  p r o v i d e  n o r e  

r a i l w a y  wagons to  s u r p l u s - p r o d u c i n g  areas d u r i n g  t h e  h a r v e s t  I 
- - -- - - - - - - - - - - - - - - - - - - - -- - 

s e a s o n ,  I n  the l c n g  r u n ,  b o t h  r a i l w a y s  and  r o a d  links s h o u l d  1 
b e  i ~ p r o v e d  to a l l  i m p o r t a n t  p r i m a r y  m a r k e t s ,  p a r t i c u l a r l y  

t o  ~ a r g o d h a ,  H i a n u a l i ,  S i a l k o t ,  S u k k u r  and  P e s h a v a r ,  as  a t  
L 

present t h e s e  markets are  l o c a t e d  on b r a n c h  l i n e s  o r  h a v e  I 
p o o r  r o a d  l i n k s -  I 

3. B a r k e t  committees s h o u l d  be r e q u i r e d  t o  make i t  o b l i g a t o r y  I 
d 

f o r  traders i n  t h e  p r i m a r y  a n d  t e r m i n a l  m a r k e t s  to  d i s p l a y  

p r o m i n e n t l y  -- t h e  d a i l y  p rices of a l l  c o m m o d i t i e s  on market 
- - 

-Plh 
(PA  SSCO 

i s t a n  A g r i c u l t u r a l  S t o r a g e  a n d  
) is o n e  example  of hou t h e  p u b l i c  

r e p l a c e  p r i v a t e  m a r k e t s ,  
- 

200 
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premises ;  T o  i m ~ r o p g  m a r k e t  ink- 
- 

- - - - - -  
--  - + - g o v e E S m - - m 1 d  . 

u n d e r t a k e  s t u d i e s  t o  gather a c c u r a t e  iaf o r m a t i o n  an the 
- 

stock p o s i t i o n  of e a c h  commodity  e v e r y  year .  T h i s  should be 

d o n e  fo r  each r e g i o n  a n d  s h o u l d  be a v a i l a b l e  to  t r d d e r s ,  
. .  

f a r m e r s  a n d  c o n s u m e r s  a l i k e ,  so  t h a t  t h e y  may a l l  a d j u s t  

t h e i r  e x p e c t a t i o n s  a c c o r d , i n g l y .  1 r e g u l a r  news b u l l e t i n  on 

market  c o n d i t i o n s  c o n t a i n i n g  i n f o r m a  t i o n  OD e a c h  v a r i e t y  of 

c o m m o d i t i e s l  s h o u l d  be  b r o a d c a s t  o n  radio, a s  ' t h i s  is the a - - 

o n l y  medium e a s i l y  available t o  farmers a n d  t r a d e r s a a l i k e .  

4. s t a n d a r d i z a t i o n  of m a j o r  c o m m o d i t i e s  s h o u l d  be d o n e  as a 

-- - - - - - - ---- 
- --- - - -- 4*&*W-pL*r 

, , 

5. T h e  r o l e  of g o v e r n m e n t  credit should be  e x t e n d e d .  A t  

p r e s e n t ,  l o a n s  a r e  p r o v i d e d  t o  farmers for v a r i o u s  i n p u t s ,  
\ 

and t h e y  u s u a l l y  go  f i r s t  o r  m o s t l y  t 4 , i n f l u e ~ t i a l  farmers. 

s m a l l  farmers and village t r a d e r s ,  who g e n e r a l l y  serve s m a l l .  . 

farmers, g e t  few loan; f o r  t h e i r  needs. A scheme can be  
- -  - -- -- 

- --- - -- 
- - -- - 

- - -  
-- 

d e v i s e d  whereby  l o a n s  are e x t e n d e d  t o  s m a l l  f a r m e r s  a n d  

l i n k e d  r i t h  s torage facilities. P r o r i d i n g  farmers with 
1 

a d e q u a t e  s t o r a g e  f a c i l i t i e s ,  s o  t h a t  t h e y  d o  n o t  T a r e  t o  I 

s e l l  i n  t h e  h a r v e s t  s e a s o n  u n d e r  c o m p u l s i o n  of r e p a y i n g  the 
u 

l o a n ,  i s  a s t a t e d  gove rnmen t  goa l .  B u t  i n  r e a l i t y  t h i s  is 
1 

p o s s i b l e  o n l y  i f  t h e  b a s i c  need  (wh ich  is cash) fo r  which 

t h e  surplus is s o l d  by  a f a r m e r  is a l s o  f u l f i l l e d .  It is 

- - - e s s e a t i a * - f ~ ~ v e ~ ~ ~ m e n t  t o  expand s torage  fac i l i t i es  t o  

r u r a l  ; t y g g ~  -- -- - -- an be a c h i e v e d  by p r o r i d i n g  

c r e d i t  a l o n g  w i t h  t h e s e  faci l i t ies .  A side benefit of this 



-- - scheme u i l l  b e  tha t - f i e -gowersae~ae  .Mw-t-tBe~M---- -. 
I # 

p o s i t i o n s  of i a p o r t a n t  c o m m o d i t i e s  through its "&&age *l ip& 

w i t h  farmers, 

6, The ro le  of p r i v a t e  t r a d e r s  s h o u l d  be r e c o g n i z e d  a s  - 
52  

b a s i c a l l r  p o s i t i v e  a n d  necessary. They s h o u l d  be t rea ted  
T 

4 

lii;h entrepreneurs i n  o t h e r  sectors and h a v e  e q u a l  access t o  ., 

c r e d i t  f a c i l i t i e s ,  

71 It s h o u l d  be  recognised - t h a t  t h e  problems o f - m a r k e t i n g  1 
.A 

c a n n o t  be isolated from o v e r a l l  d e v e l o p m e n t  of the 

a g r i c u l t u r a l  sector. o u r  stadp of t h e  effects of t h e  Green I 
- - - -- - -- - -- 
- - -- - - - - 

pp-p-pp--pp----- -- 
----u=iTn on a g r i c  u I t u  r a l  m a r k e t s  shows t h a - t  -1 

. -perf o r m a a c e  of a g r i c u l t u r a l  m a r k e t i n g  is a f u n c t i o n  of 
r 

factors which  bring a b o u t  changes i n  farm o u t p u t ,  These 
m 

b 2 %  
'. 

factors c o u l d  be t e c h n o l o g i " c a 1 ,  as t h e  Greeri R e v o l u t i o n ,  o r  

i n s t i t u t i o n a l ,  a s  a g r a r i a n  reform, Theref ore, i f  t h e  

- -- - - ---- 
' o b j e c t i v e  is t o  develop a g r i c u l t u r e ,  and t h e r e b y  the economy ' 

- -  pL----L---- -- 

0 .  

as a -  whole, g o v e r n m e n t  s h o u l d  allocate its" scarce r e s o u r c e s  

t o  the activities ment ioned  a b o ~ e  and  not t o  taking e v e %  t-be 

f u n c t i o n s  of r e l a t i v e l y  s k i l l e d  * b u t  n o t  ' s~ -we l i -o f f  



a Sample S u r v e y -  of ~ q r i c u l t u r a l  l a r k e t s  & I % k i s t a n  1980-81 - 

" A s u r v e y  of s e l e c t e d  farmers and t raders  was c o n d u c t e d  

d a r i n g  December 1980 t o  J a n u a r y  1981 to  collect i n f o r m a t i o n  on  
C - -. 

a g r i c u l t u r a l  markets i n  P a k i s t a n .  Ye d e s c r i b e  here the sample 
d - 

Q 
a n d  q u e s t i o n n a i r e  u s e d  i n  t h e  survey. 

T h e  t h i r t e e n  selected p r i m a r y  a n d  t e r m i n a l  m a r k e t s  a re  

- ---- - 

located in si;x of 'the twelve - a b i n i s  t r a t i v e - -  d i v i s i o r i s  i n  
- - - - -  - - - - + -  - 

P a k i s t a n .  Ye picked one d is f r ic t  from each division, except from 
* 

Karachi, a n d  t h e n  t v o  v i l l a g e s  from each d i s t r i c t  r andomly ,  from 

- 
- - - -  me ;L;& a -- rami om s d m p l e  

of 20 farmers- T h e  sample size of f a r ~ e r s  uas 400, but t h i s  was 

n o t  a s i m p l e  r a n d o m  s a m p l e  of ' a a m e r s .  ~ i i e n  ther large 

number  of farmers, our  r e s o u r c e s  d i d  n o t  p e r m i t  u s  t o  h a v e  a 

b e t t e d  s a r p l e .  Out of the .400 farmers s e l e c t e d ,  o n l y  302 c o u l d  

be' i n t e r v i e w e d .  The rest were e i t h e r  n o t  a v a i a a b l e  f o r  
- - -- - -  - - ---- 

_ - -  - - - - 

interviews o r  r e f u s e d  t o  g r a n t  one. . " 

Ue also selected 120 t r a d e r s  from o u r  m a r k e t s ,  except 

P e s h a v a r ,  S a r g o d h i  a n d  Sukkur.  The s e l e c t i o n  of m a r k e t s  was don9 
* 

more on the basis of c o n v e n i e n c e .  i n  t r a v e l ,  T h e  number  o f  

t r a d e r s  selected differed from market t o  m a r k e t -  10 t o  15 were 

p i c k e d  from each m a r k e t  for . i n t e r v i e u s ,  109 t ~ a d e r s  r e s p o n d e d  t o  

our q u e s t i o n n a i r e ,  

t f a d e  - - - - - - rs a re  



Bar i c a l t u r 2 L  Hark* &g Pakis ta-n:  1980-fl' 

1, Name ( V o l u n t a r y )  
2, Vill-age: 
3, Laod ownershipi 

w 4, T o t a l  o u t p u t  i n  1980-81 
a) u h e a t  b) 
C )  gram a 
e )  c o t t o n  •’1 
Q] others 

of: 
p a d d y / r i c e  
maize 
sugar cane 

5.  R a k k e t a b l e - S u r p l u s  of: a) wheat  
b)  p a d d y l r i  

4 

c) gram 
- -  3 - -  - --* -- -- - maxze 

e) c o t t o n  
f )  sugar can 
g) o t h e r s  

\ = 

7 ,  T i m e  of' disposal of marketable surplus 
- of v a r i o u s  commodities: P 

a )  Bow much i n  t h e  first month of harvest? 
b) I n  t h e  f irst  tbree months? 
c) In the f i r s t  s i x  months? *t After-*nes -- --- --- -- -- - -- -- --- 

* 

10, S o u r c e s  bf i n f o r m a t i o n  on prices and market information? 

11, How often prices "are c h e c k e d  from o t h e r "  p l a c e s  
- - - - - - - - 4- b e f o r e m l l n g  t o  a v i l l a g e  trader or primary market  

a - 

a See T a b l e  2 - 5  for  d e s c r i p t i o n  of t h e  numbers ment ioned  here, _ 

2 See T a b l e  2 . 6  for description of t h e  numbers n e n t i o n e d  here, 



12. Humber of p r i c e  offers r e c e i v e d  before 
s e l l i n g  a commodity? 

- - - - - - - - - - - -- - - - --- - - - - - - - - -- - - -- - -- - - -- . --- - - L 

13. Kind of storage facilities av  ai lable /us /?  
2 

14, Amount of credit needed  per  year?  % 

c- 
.. 

15, Time of c r e d i t  -needs? 
. . 

" 16; ~ o o r c e s . ~ f  c r e d . i t ?  
& Bank L a n d l o r d s  

V i l l a g e  traders Relatives. 
Friends O t h e r s  . - ,,.. , 

17, Interest p a i d  on loan?  
- >  < 

- - s* 
- 

18, Sources of - obtaining fert i l3zers:  a) Arhatyas; . =  - 

b) F e r t i l i z e r  agency: 
. ,  c) otb,ers 

120, neans of t r a n s p o r t a t i o n  used i n  taking - 
g w d s  to a p r i ~ a r y  market 

< .  

21. What a r e  t h e  u s u a l  problexns you f a c e  in 
, a r r a n g i n g  transports t i o n ?  



a i r e  for ~ r a d e r s  i n  v a r i o u s  a g r i c u l t u r a l  
Lr Q " ~ % ~ ~  i n  P a k i s t a n  1980-81 

- T N a m e  ( V o l u n t a r y )  
2 ,  P l a c e  
3, If Kacha o r  mcca ~rha_-? 
4, Are yon  a sole c w n e r  o r  h a v e  a 

p a r t n e r  i n  t h i s  b u s i n e s s ?  
5 ,  Raw nany t o t a l  a r h a t y a s  a re  in t h i s  

.market i n  y o u r  opinion? 
6, Row many of them b u y  major s h a r e s  o f  1 

v a r i o u s  g o o d s  i n  y o u r  o p i n i o n ?  
7 ,  I n  w h a t  c o m m o d i t i e s  d o  you d 

g e n e r a l l y  deal? 
8,  How rsuch-, i n i t i a l  investment d i d  you  

+ put- in ' thzS  b u s i n e s s ?  
.:, 9 ,  H o w  much initial c a p i t a l  is  r e q u i r e d  

if o n e  is  t o  start business t o d a y ?  
10, C a n  y o u  p l e a s e  g i v e  u s  -the break-down + 

o f  f i x e d  capital r e q u i r e d  t o  o p e n  a 
- -- - - -- - 

- -- - - - -- 
- - 

-- 

-+aCh-a ~-~tt-t:--~~O-n~-~-~~~-~C-~= c o d m # r  
- - - - - - - -- 

1, 2 , 3 
4, 5- 6 ,  
7- . - 8-  9 ,  

10. 11, 12, 

11, P h a t  p r o p o r t i o n '  of y o n r  t o t a l  b u - s i n e k s  
c a p i t a l  is  b o r r o w e d ?  - 

- 12. what a r e  t h e ,  major s o u r c e s  of l o a n :  
a) banks b )  g o v e r n m e n t  a g e n c i e s  
C) f r i e g d s  a n d  relat ives  d )  -others 

-- 
-- -- 

- 13, D o  you have a n ~  f arlrr-&and of--your-om? . -  - 

14, U h a t  was your f a m i l y  p r o F e s s i o n  before 
joining farm t r a d e ?  

15. D o  you  s e l l  f e r t i l i z e r s  o r  o t h e r  i n p u t s  - 
t o  farmers: 

a) r e g u l a r l y  b) o c c a s i o n a l l y '  
C) r a r e l y  d) n e v e r  

. , 
16. D o  y o u  e x t e n d  l o a n s  t o  farmers: 

a) r e g u l a r l y  b) o c c a s i o n a l l y  
C) r a r e l y  d )  n e v e r  

17, Yhat  k i n d s  of benefits d o  you e x p e c t  from a 
f a r m e r  i f  you e x t e n d  a g o a n ?  

18. Rave you ever  b o u g h t  l a n d  
from farmers who are 

- y o u r  c l i e n t s ?  
- 

- - - - - t9 ~ B m r p m a - y - e - y o r c I I e n  t s a re f a r m  ers? 
20-  Bou many of y o n r  clients a r e  n o n - f a r m e r s ?  

------------------ 
3 See T a b l e  2-13  f o r  d e s c r i p t i o n  of t h e  n u m b e r s  m e n t i o n e d  h e r e ,  



* 
-- . 

21, Do you h a v e  contacts i n . o t h e r  markets? 
- Which w t r k e t - s  an4 -of uhjch e w e ?  - - - - -  - - - - -- 

22,  Row do you get i n f o r n a t i o n  about o t h e r  . 
m a r k e t s 2  -- - -- 

23, Do you h a v e  your own t e l e p h o n e  system? 
- T e l e p r i n t e r ?  

24. Hov often d o  you c a l l  on a t e l e p h o n e  y o n r  
c o n t a c t s  i n  other sarket? to check 
a b o u t  price and stock changes?.  - 

251 D o  you get any b u s i n e s s  n e w s p a p e r  
or m a g a z i n e  t o  learn a b o u t  o t h e r  
m a r k e t s  c o n d i t i o n s ?  

26, D o  you k e e p  s t o c k s  of a n y  commodity? P 

a) r e g u l a r l y  b) o c c a s i o n a l l y  
c )  r a r e l y  dl n e v e r  

27. 9ou much? - A a)  wheat  - - b) r i c e / p a d d y  
c) g r a u  d) o t h e r s  

28, F o r  how l o n g ?  '% 

29, What are t h e  charges  f o r  a  farmer o r  a v i l l a g e  
l * ~ e o ~ a r ~ ~  t o  se l l  h i s  p r o d u c e  t h r o u g h  y d u r  
a g  ency-? - - - - - - - - -- - - - - -- - - -- - - - - 

- - 
- - - - - - - - -- - - -- 

- - - -- - - - ---- - - - - PA--- 

a) Com=ssion,-.- b) ~oading-Unloading.  - -  
c) Weighing costs,, , d )  o t h e r  c h a r g e s -  ., 

30, Is t h e r e  any d i f f e r e c c e  b e t w e e n  t h e  
amount  you c h a r g e  a f a r m e r  a n d  
a * B e o p a r y l ?  

31, D o  you t a k e  m a r k e t  c h a r g e s  i n  k i n d  o r  c a s h ?  
32. Are m a r k e t s  c h a r g e s  f i x e d  - 

or d o  they vary from time t o  time? 
33, Is there any o r g a n i s a t i o n  of t r a d e r s  

i n  this m a r k e t ?  
34, Are you a c t i v e  . i n  any t r a d e r s 1  o r g a n i s a t i o n ?  ------- -- - - - - -  A - -  

35. k'ha-t bin-d of b e n e f i t s  d o  y o u  g e t  from 
y o u r  o r g a n i s a  t i o n ?  

3 6 -  How nany t o t a l  e m p l o y e e s  a r e  w o r k i n g  
f o r  you a t  p r e s e n t ?  

a) p e r m e n e n t  b) p a r t - t i m e  
38- H o w  many of y o u r  e m p l o y e e s  a r e  y o n r  

a) r e l a t i v e s  b) o t h e r s  ? 
39-  Do y o u  r e p o r t  d a i l y  prices a n d  sales 

volume t o  y o n r  m a r k e t  c o m m i t t e e ?  
40. H o w  o f t e n  do y o u  r e p o r t  p r i c e s  a n d  s a l e s  

t o  the m a r k e t  committee? 
41, Is t h e r e  a n y  p e n a l t y  f o r  n o t  r e p o r t i n g  - 

t o  t h e  market committee? 



i 

4 P P E N D I X  B .. r 
Details o f  the E s t i m a t e s  R e l a t e d  t o  Chaprer IV - -  

. ' I 
- - - - .- _ - - 2 -- -- - - - - - - - - - - - 

Tables  3.1 , to B. 27 show t h e  ordinar3 l e a s t  square estimates 6F I 

- - -- - - - A - - ---- -- 
t h e  c o e f f i c i e n t s  specified i n  E q u a t i o n s  3-14 to 3 - 1 4 ,  for - I I t 

I 
d i f f e r e n t  p a i r s '  of markets, The - first nine  of t h e s e  t a b l e s  

- - P .  

( T a b l e s  B, 1 t o  9 contain estimates based  ,on 'absoluteg 1 
I 
I u h o l e s a f e  - ( ~ e a l )  p r i c e s  of three domsoi3itieS i n  various markets. r . . ' . 

T a b l e s  B.10 to B18 show t h e  - r e l a t i o n s h i p s  be tween  qgchanges* i n  - . . 
such prices. The neft n i n e  tables ( ~ k b l e s  B. 19 to B-27) p r o v i d e  - 

- v " 

e s t i m a t e s  of these r e l a t i o n ~ h i p s  for 'rates af change1 i n  prices 

of the s e l e c t e d  c o m m o d i t i e s ,  -For economy of space, .ue have  

i n t e r c e p t  t e r ~  1 0  or the slope 31 etc. separate ly  i n .  d i f f e r e n t  - 
t a b l e s .  1 .. . 

h 

T o  l o c a t e  a particnlar equatioe,  ~ h o w i u ~ r e l a  tionships - + 

L between p r i c e s  i n  any tuo m a r k e t s ,  t h e r e f o r e ,  w e  h a v e  t o  u s e  
. . 

t h r e e  d i f f e r e n t  tab le s  at a tiw. For example, such  a 
- - - - -- - - - - - - -- - - - - - A - - - - - - 

r e l a t i o n s h i p  between average whole sa l e  (real)  p r i c e s  o•’  uheat i n  

P a i s l a b a d  and Gujranwala would be d e t e r m i n e d  by takihg ' 

i n t e r c e p k  (YO) term from Table 8.1, the v a l u e  of the slope (.%t) ' 

from Table  8.2.  and t h e  ~ u j b i n  Uatson Statistics from T a b l e  &3.  

Re have  e n c i r c l e d  s u c h  v a l u e s  i& t h e s e  tables-to m a d  a s  PAt = 

1.05 + 0.97 PBt 1 . ' 

(3-01) (28 .26)  - -------------- 
- -  - 1 -- Y e  also est iaa_ted__a-det~end.ed P x s s i o n  n f - e ~ u d i  on 3 - 1 4-ci--A- 

by adding t i m e  as  an additional in'aependent var i -ab le  along w i t h  
- P - - -  - t h e  r e s p e c t i v e  price variable), However, since no s i g n i f i c a n t  

change in t h e  v a l u e s  of o u r  c o e f f i c i e n t s  (31) was o b s e r v e d  i n  
this v e r s i o n  compared with t h e  s i m p l e  r e g r e s s i o n s  e q u a t i o n s ,  w e  
do n o t  report the d e t r e n d e d  estimates here, 

- -- a rs 



r J  - 

- 
R* = 0 ,952  

Es 

-- 
-- - - - -  - - - A -  - - - - 

D,U=1-78 , 

1 
- U f i e r e  t - E S  ffrgurGiCinbrackeiis  are--t-ialues of the respec t ive  

$ 

coefficients.  similar euqat ion  for Karachi and Lahore u i l i  be: 3 
- .  

 PA^ =' 2 - 2 7  + 0.937 PBt .$ 

* 

. - -  
D - R = 1 - 9 8  - $ 2 

1 
Equations s h o v i n g  r e l a  t i o n s h i p s  among o t h e r  c a t e g o r i e s  of prices d 2 
can be f o r l e u i a t e d  i n  t h e  same manner from Tables 3.1 to  B.27. 

-- -- > - - - - J  - -- - ---- 
- - - - - - - - 

- - - -- - - 
- -- - 7 - -- - 3 3 

Nor t o  test t h e  h y p o t h e s i s  of 81=1, a; specified in , . ~ l  @ 

Equations 3 . 1 4  t o  3-16  we computed an ~-statistks:2 - - 
f 
f 
1 

F = SSEr - S S E u ) / B  1 4 
-? 

S S E u / V 2  it B 
4 

w h e ~ e  SSE,r = t h e  sum of s q u a r e d  residuals obtained as . - 4 
- - - - - - --- -- - - - - - - f 

4- 
" 

1 
I 
8 
2 .  

f 
our I 

e ~ t ~ m a t e s  of e q u a t i o n  /3,8j, 

Vt = number of  r e s t r i c t i o n s  imposed  o n  the values 
P 

- - 

c o e f f i c i e n t s ,  which is  equal t o  t here ,  
- - -- - 

Y 

2 See K o u t s o y i a n n i s  C 471, 

2 0.9 
j 

P 

I 

of the 







A h - -  
I-r. m m  m u  m r ,  
( D r l  NU. rnN m r l  . . . . . . . . .  
d U  r(n -4 -  4 0  

V Y V V  

- n n n  
o u  n m  nI- ~ r l  

? ?  ??  '9". ?N. 
00 O r ,  r l N  (YN 
1  - - - 

h h  
U h  m m  
O m  I.I. . . . .  
d I. 

w F C  

h h h  
w do, e m  

5.H. "04 19 
N U  .-id N d  
I &  r A  I &  



m n  m -  * h  d h  \Dm m h  hrr 0 s -  e n  ,,,A 4- 
N o m m  m m  N O  ou  r?m \DO uu e m  01- w-14 nlr, 
d-*~ ~ 4 -  0'0- ym- 9": 0'". m.0. m m  - 5  m m  mr r  - .  . . .  . .  

OI O - O d  O N  0 -  Owl O N  00  O U  0 0 1  0 4 0 0  
l. u r ? N d m U V 4 r t m m  
m  w - - Y w w V w V V Y  

w A d m -  4 -  "7- m -  m -  m- m -  P - h  *- m h  
w U  4 t- u m w u  UID o m  u m  n o  4-  e u r  m m  
m j ' r l  V) m m  mu, c o n  m w  m -  m o  c r r o  e r r  mro 
2 -, . . . . . . . I . . 

0 -  0- 0-  o* o m  6-o; d d  d d  d d  dc; 
O O  ~ m d d ( ~ ~ e + r t r t ~  g w - Y W V V W W W V  

"-I 
U h  C Y -  P - h  u- m -  ( D h  m n  n h  .nn 2," o L 1  m b m *  N m  u -  U N  * N  .Dm - 4  r t m  ~2 4 cn ~5 y y  4 9  Q'.S q.q ~ . q  y r q y m u  m N  

Z - O N ' O N  o m  o m  o m  o m  0 -  dA do; 
* 2 I - I N W r l N N U d r t  

- V - w V - V Y V  

V h  m h  -- I.- I.- mh m n  
O h  rlh W V I  Na U- OI: A m  
m  m  - .  y y  "D.? m o  40- T 9  a!- - - 



n n n  - - h h h h  u m  rnur y r n  r - u  - n  - N  h m  NU. ur? o u  
C) ( Y H  m u  o u  o m  d m  n- h m  0 4  O Q  (YO 
m m m  y q q y  u.2 m -  m a  m y  myr g r q )  -4)  m m  . * . . . .  . . . . .  . . .  

O ~ O $ O ~ O P l  O Z O 4  0 ~ 0 ~ 0 $ 0 ~ 0 ~  
Y Y 

h h . . u r A  n 
u s -  4.- -- m w  *vl rlu 01- rnur - oa? w e  do U N  o d  D ( O  m n  OW. 
,w. rom ,, m a  . . . .  . ? y l  ? ?  T ?  
0 ~ 0 ~ 0 ~ 0 ~ 0 ~ 0 ~ 0 ~ 0 ~  

. . 
O Z O r ,  04 or, Or(  

V V Y V  

r 4  - 
rnm < or- 

0 . '  
OE1 







-11- 4- P. 9- n 
W N 2 r - Z m Y I  -01 r ( Q  .Dr. N 0  d m  

q, a o m  or- I-" m m - r n  I-rn ~m 
d YW. "'9 y? '99. "" . m e  . . ?'? 9'9 

" 0 s  O $ O Z  oe 02 oz -2 0" V 

h m e a n  a 
dl. m u  W O  lnN ID*  

a Z m o  O(E cum m a  h N  
r q* olh. 00.y 

DIN  Y)N u m  m m  
vt P: r -Q,  0- U O l d  - - . - -  - - R %  a y'1'"'D m "  - - . . . ?? i 

3 -2 05  oc .03 05  . 



2.
81
 

(3
.6
0)
 

2
.9

8
 

N A
 

(3
.1
1)
 

(3
.3
2)
 

(3
.1

4
) 

N
A

 

. 
1,
Rl
 

2.
92

 
'N
A 

(2
.4
7)
 

(3
.1
7)
 

NA
 

3.
11
 

N A
 

(3
.7
01
 

NA
 

N A
 

I.
 fr
om

 1
57

1 
,
 

'F
ig
ur
es
 

in
 b

rs
ck

et
r 
a
r
e
 t

-v
a

lc
 

- Co
mp

ut
rt

io
n 

ba
re

d 
on

 d
at

a 
ta

ke
 

'
J 

- 
.-

 
. 
--

- -
--

- 
--

--
- 

- 





- n - 
m'm l.m d m  
C d  C?r- mu, 
a m  m r l  m u  

M-Scan2
Note



T
ab

le
 

D
.1

0 

R
eg

re
rs

io
n

 E
et

im
et

ea
 

o
f 

th
e 

In
te

rc
ep

t 
T

er
m

 
fo

r 
th

e 
R

el
at

io
n

 h
ip

 
A

m
on

g 
C

hn
ng

es
 

in
 A

v
er

a
g

e.
' 

k
o

n
th

ly
 U

h
ol

er
al

a 
(R

en
l)

 
P

rl
ce

n
 

o
r 

W
l~

cn
t i

n
 Y

or
j.0

u.
q 

h
fi

ri
cu

lt
u

rn
f 

ti
ar

k
et

a 
of

 
~

n
k

is
ta

n
 

13
 

SK
R 

N
/A

 
,I
 

,I
 

11
 

Fr
om

 ~
i

n
u

~
r

~
 

19
55

 
to

 J
w
o
 1

97
9.

"
 

PR
 

RP
I 

SC
 

SK
R 

F
i8

u
re

r 
in

 b
ra

ck
at

* 
ar

m
 

t-
v

a
lu

es
. 

S
ou

rc
e 

of
 

th
e 

d
rt

u
 u

se
d

: 
15
71
 

N
b

h
. 

D
at

a 
on

 v
h

aa
t 

p
ri

ce
8

 f
o

r 
th

is
 m

n
rk

et
v

er
en

o
t 

a
v
a
ila

b
le

 f
o

r
 t

q
a

 p
er

io
d

 u
se

d
 h

er
e.

 
7 

4
 

I I 









- .  h A 
W h  U O  h n  n n  d.. d r c  n o  
COU'O.47 InA hh o m  -0. O m  
m w  m a  Q N  P - N  c-a OIO 5 -  . . . .  . . . . . . .  - 5 . .  

O Y I  C N  O h  0 0  0 4  o m  o n  
o n N N n o Y I  
V Y Y V V - Y  

- n h 
U U  N d  n n  4- N.4 
r-u m r ,  - 1 0  o m  rlm 
m u  Lorn c-m t - m  m m  . . . . . . . . . .  
0- or( 0 4  O h  o n  

m . = u . 4 n  
V V Y Y W  

n 
0 N 
m m 
(Dm . .  
C N 

n 
w 

A h  
e n  R e  \1u a -  
d W  0 0 3  ha. O h  

% .cm m e  t - Y )  - Y )  
0 . . . . . . . .  
0-4 0 . c  o m  - 4  

r ? m r ( n  
V U V V  

h h  

d o  Qlo 
n m  N m  
o a  mu- g - -  - - -'2 O Z  



- 
n 

- * -  

A 
* I 

h - m q Q \ n  ~1 n A A - 
u o  h h b ~  o m   OWN^ A m  m \ c  O N  i 

2 P-N d O  % W  N e  O C Y  O U  N h  CO\ OlOI \0-  O I d  
(D - .  EI I--? -a? ~ 0 :  OD*  -c, W N  - 4  h r l  CON ~ c (  - . . . .  * .  . *  . -  * .  I 

. * 
- I 







r
R

 
fa

r 
R

~
n

ta
ea

io
n

 R
el

n
tf

 
91

 
V

or
 lo

tt
o

 
P

ti
m

n
ry

 A
g

rt
c

t 

au
rc

r.
 i

n
 b
ra
ek
at
s 

0
- 

Qu
rb
in
-W
at
r 

r
p
u
t
a
t
i
u
n
.
b
.
n
d
 
on
 d
mt
r 

tq
km

 
fr
o 



TABLE 1). 19 1 
- 1  - -  

-- - r s f s S f - - h C T I F m  
RATES OF CHANCE I N  (REAL) HONTHLY AVERAGE WHOLESALE PRICES OF WHEAT IN * 
VAR 1 WS ACR l CULTURRL HARKETS 1 N PAKISTAN FROn JANUARY €955 $TO x t 9 ~  . . 

, .J 

FD GA H 0 KC1 LR nN OK PR RPI SL == . ST S KR 

* t -valuer for at l of t k r s  Intercept Ttrnr wrt much less thur the 
critical t-value at  5% level of s i g n i f i c o ~ t .  - 

nA : data not  available 



I 

TABLE B - 2 0  
-1 i 

A - -  

+ Values i n  parentksis,are t - v a l u u  

MA : data not a v a i l a b l e  fer  t h e s e  markets 

-- -- * *  - I 

REGRESSION ESTIWTES OF THE COEFFIC~ENTJ~ F O ~  THE RELAT~OWSHIP writ 
RATES OF CHANGE I N  (REAL) ItONTHLY AVERACE WHOLESALE PRf  CE5 OF VHEAl 4 1  . - 
V A R I O U S  AGRlLULlUnALH )R1 l-'o -%3 

- 

t 

FD GA HD KC1 LR n# .OK PR R P I  SL S G ST SICR ' i 



Since r t l  t h t  values of W stitistics uare obsarvad to be cIo+a*to 
2.0 ,  we did nor think i t  necessary to report hare the ipeci f i c  f igvres. '0 



f O  RD- KC1 LR 1SY OK PR PR1 S t  Sh 

. 
Ttrc w p t ~ t s  of t-statist i f i  for at i tht Inter-t Tr- han 
WTC much l trr t b  the c r i ' t i u l  values of. t at 9 level of 
significance. Htnce for a l l  the uses H O: fg - 0 i s  wctpted. 



! 3 

The fipures i n  parentheses are t-values. 



6 - 
Since a l l  of the W statistics here were close to 2.0 ,  
we d i d  not think i t  necessary to report here the 
specif ic  figures. 



INTERCEPT TERM FOR THE REGRESS ION RELATIONSHIP M N G  RATES OF CHAW; I Y  . 
(RL*L)- AVERAGE W O L E S A L E  PRtCES OF RICE IN VARIOUS I G R I  CULTURIL 
W R K E T S  I N  P A K I S T A N  FROn JANUMY 1955 TO JU-979 

Figures in parentheses are t-values. 

W : Data not available: - 

SOURCE : CO3PUTAT t 0 4  BASED OM DATA FRW [5 7 ) .  



TABLE 8-26 

t REGRESSION COEFFIClENT y FOR THE RELATIONSHIP AnONG RATES OF CHANGE I N  ' 
(REAL) HONTHLY AVERAGE  OLES SALE PRICES OF RJCE (BAIMTI) I N  VARlOUS 

ACRl CULTURAL M ~ K E T s  I N  PAKISTAN FRDH J A ? I U A ~ ~ ' ~ ~  TO JUNE 1 9 7 9  * . 
, 

- 
FD CA HD KC1 LR W# OK PR MI , SL SG ST SKR 

* Val u s  i n  parentheses are t-va 

HA : Data not a v a i l a b l e  

SOURCE: COHPlITAT1ONS BASED ON DATA ; R O ~  [54. 



+ TABLE B27 

N A NA.  

* The values t=ken by t h e  DW statistics i n  a l l  the cases here were around 2 .0 ;  ' 

r e  &herefore d i d  not think i t  necessary t o  report them here. 

b 
'*4 

MA : Data not avai lab le  
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Est imates  of t r a n s p o r t a t i o n  c o s t s  an-d handling cha rges  

for d i f f e r e n t  y e a r s  are shown in Tables B.3zand B.40. The figures i n  

Table B 37 and B. 38 were ,then obtained as: 
- 

x 

dere '*OC2jt 
= average t r a n s p o r t a t i o n  and o t h e r  handl ing  costs be&een 

-- 
-- - - -- - - - - -- - 

-- -- 

ith a n d  jth market in year 2; TCij = ~ r a n s ~ o r t a k i o n  Cost (by  road) between ith and 

jLh market a t  year t ;  a d  HC = Handling Charges between ith and j , th 
ijt 

market at year t. 

We calculated such values only f o r  wheat and rice. For gram; t h e  . 

wheat figures by a p r o p o n i o n  by which its average prices for  t h e  whole 
. . b 

period is  g r e a t e r  than the average vhea t  pr ices .  This  i s  s o  because, 

axarketing charges 1 i k e -  'Cammission' and  ' ~ ~ o k e r a ~ e '  a r e  charged 

accroding  t o  t h e  va lue ,  and average  p r i c e s  of gr& were g e n e r a l l y  

sorrrevhat higher than *eat p r i c e s .  However, s ince  t h e  d i f f e r e n c e  

betveen t h e  tvo kfnds of prices was n o t ' v e r y  large, w e  d i d  n o t  compute 

the t r a n s p o r t a t i o n  c o s t s  d a t a  f o r  gram s e p a r a t e l y .  The estimates i n  

T a l e  B. 37 for wheat: can be approximated f o r  gram a s  weIl, w f t h o u t  much - 
. . . , 

d i f f i c u l t y  . i 



Table B.39 

Average Tr~lsportatian R a t e s  on Transfer  o f  lCgricu1tural Pro&ce 
by Road ia Pakf s t a a  .as. Charged by Truck bnpan ie s .+  

: ( in 

161-24 

c Tonne per kilo mete^ 

ruck 81 to 160 I 
~4nes) 

1 

0.05 
0.06 
0.06 

-0.06 a 

0.07 
0.07 
0.07 
0.07 
0.08 
0.08 , 

-- - 0.09 
0.09 
0.10 
0.10 
0.12 
0.12 
0.13 
0.14 
0 .  l i  
0.16 
0.16 
0.18 
0.18 
0-25 
0 . 2 5  

-- u . F-- 

Distance in Jbtcs pel 
\ k i l o t  U. t o  8 o h  



' 
m - a o  m ' h o r ~ a  
- n o -  ~ n - - q ,  

CU w . . . . . . . . . .  . . - UJ . . 
0 0 0 0 '  O O O O G  0 0'0 0 m 



Decampasit icm of Theils Inequality Proport ions i n t o  B h s  
Proportion {Dm), Variance Pruportfon (Us) u t d  Covarhrtce  
woportion (Uc) for Average Wholesaft Prices of meat in 
&lor A g r i c u l t u n f  W e r k t s  in Pakistsn from January 1955 
to J w t  1979.. 

mKCI 
msKR 
GA-KCI 
S r L g L  . -- 
ED-nu 
BDQT 
BB-SG 
KCI-LP 
KC1 -m 
K C f - c x  
KCI-PPI 
KC1 -SL 
KCI-SC 
KCI-ST 
m-PP 
OK-PR 

-- 

PR-SL 
PR-SG 
RJ'I-SG 

' For all other cases both (b) and (Us) were less 
tbon 0.05 and (Dc) uas . 0.90. 

-t 

Source: Cosputatlons based on data from 1 5 7  ] 
- 





For dl 0 t h  cuu both (b) and (Us) were less 
t b  .05 PJ (Ck) was more f h n  0.90. 

Seurcc: Corputatioas based on data fror [ 57 1 
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1- January 
2 .  Februrt-y 
3, hrcb  
4 .  A p r i l  
5 .  b y  
6. June 
7 .  July 
e. A U ~ U S ~ -  

9- September 
d r l R r o a r  
1. h'ovember 
2. lkce~ber 

2.  February 
3. HPrch 
4. Apri l  
5 .  m y  
6 .  June 
7 .  July  
8. August 
9 .  September 
6. Ort,oter 
1 .  Kovcrber 
2 -  ?k:*aber 

651.3 
45.8 -- 

is, l 
458.9 
U1.3 
W . 8  
bM.1 
688.9 
475. f 
i ts .  I 
Ce.6 
472-7 
- 

1- January 
2. Februam 
3. Far& - 

a. -Qrfl 
5 :  ray 
6. June 
7 -  July 
8 .  Aupust 
9-  September 
0. October 
1. tlavtPbcr 
2. Decenbtr 

Source: 1 62  J 
- 
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