CHAPTER-5

MARKETING OF RAW JUTE

I. Introduction

Unlike in the <case of manufacturing
products, the entire production of different agricultural
commodities does not go to the market. The produce
actually marketed depends upon the marketable surplus,
immediate need for cash, price trends, availability of
storage facilities etc. The marketable surplus, in its
turn depends upon the production on the one hand and the

growers' household and farm requirements on the other.

Thus, while marketable surplus is the
residual left with the producer after meeting his require-
ments for family consumption, farm needs and payments in
kind to labour, the landlord, artisans, and others,
marketed surplus is the quantity of produce actually sold
irrespactive of the requirements of grower. A grower's
marketed surplus can be either more or less or the same as
his marketable surplus.

According to the National Commission on
Agriculture, ‘'agricultural marketing is a process which
starts with a decision to produce a saleable farm
éommodity and it involves all aspects of market structure
orf system, both functional and institutional, based on
technical and academic consideration and includes pre and
post-harvest operations, assembling, storage,
trénsportation and distribution'. (Report of National
Commission on Agriculture, Part-%11-1976  P.110). In
agricultural marketing, we are concerned with demand and
supply conditions, marketing  operations, including
mafketing functions, functionaries and "~ costs, price
fixation{ market structure, conduct and performance and
marketing efficiency.

Broadly, there are three entities involved
in the marketing system. They are the producer, the

consumer and the middleman. .
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Bach of these hgs its own objective, which often conflicts with + 1

the others' interest. The producer, after magking & lot of invest-
mant end putting in hafd lébour, would naturally look forwsrd to

get the largest possible returhs for his produce. The Consumer
would like to get hié required qusntity of goods of pure quality

at the lesst possible cost. The middlemsn would aim at reslising
the lgrgest possible net profits from the desl. .An efficiant
marketiﬁg sy stem should, therefore, .aim at bslancing these conflict-

ing interests in such s way that esch entity gets s fair deal.

Cost of culﬂvation cen farm an importent basis of price
fixgtion so long &8s demand factors do not super impose themselves
too sgtrongly. In the.organised industry requlsr accounts sre main-
tained snd hence the sctual cost of production cen be determined
with grest egse. In the ag.ricultura_l sector, on the other hand,
book keeping is &n- exception rather than the rule., Scientific prie
ing of ggriculturgl products is of recent origin. In fact, only
pfter the estsbli shmant of Agricultursl Prices Commi ssion in A1965,
sy stematic efforts'have been made in this dir=zction. Dériviﬁg from
the farm Manesgement Studies of the earlier decades, 8 Comprehensiwe
Scheme for Studying the cost of aultivation/ Production of principsl
crops was sterted in 1971 - 72. Main components of cost of cultive-

tion sre as follows:-

Materisl inputg:-

in the casge of fasrming opersations sdherenca to the
recomnended doses of fertilizers, pesticides, seed rste snd even
irrégation would be adopted by vezy‘ few farmers. On the contrsry,
the farmers would distribute their expendi tures on thege itams in
the 1light of the financial and physical resources asvailable to them
which would soma times be far from the optimum suggestad by reseaj:-ch

studies, So f@r sgricultursl pricing oniy the actuzls cen be recordsd.
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Ri sk snd Uncerteinty : Agriculture being so much depending on

wasther, the yiz=lad ~per hectare can vary considerebly aven when the
cost of cultivetion per hectare is the ssm2. The cost of production
per Unit of out-put will, therefofe, vary. This peculisr chsracter-
istlc of asgriculture hss been made tha basis for the ples that the
support/procurement price should 8lso include en sllowsnce for risgsk.
The risk of 8 sharp fell in pricesg &t harvest tim= is covered by the
support price, but the production risk is not. The answer to the

later is really Crop Insurance.

Fixed Asssts :- 'me‘:three components of fixed asssets are lend asnd
holdings, plsnt and machinery 8nd tréngport ethipm'ant,_ In egriculture
land may be inheri.ted and then an imputed values hss to be given. The
whole question of depreciation loils down to 2ffective utilisation
of the equipment. The more intensive th2 use, the lowar tha2 =2lamant

of fixad costs in the total cost.

—— L g quo . i S

Morzover, 8 large psrt of tha lsbour cost in agriculﬁure&is on account
of femily labour. Valusation of family lalour poses serious-conceptual
problems. On the one hand, family lsbour cen ba shown to have been
employed even when its marginsl productivity is very low, &nd on the
other, an hour's work done by & femily lsbour can mot be, strictly

speaking, equsted with that of 2 cesuel or an attached lsbour,

The prices of rew jute sre determined in forces undérlying their

demand 2nd supply, Th2 snnual vsristions in raw jute prices,
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have been clogely fashioned by situstions of scarcity and
sbundsnce. Thus, the years of * bumper crop * end ' crop failures '
- hgve generally been associéted with slumps and uphegvals of filkre
prices regpectively. To _c:ite some instances, the ' bumper crop '
years of 1967/63, 1969/70 snd 1973/74 were sll attended with
strikingly low jute prices. Sin\iiarly, the poor crop years of
1068/69, 1970/71, 1974/75 md 1977/78 wera sll yesrs of high jute
price, It sppesrs, therefore, that chesnges in supply have been

the outstanding factor in shsping veristions in rew jute prices
given the low short-run price-elasticity of demand for the commo-

dity.

Pricae of agricultural commodities sre expested to vary

more than the prices of industrial products for three reassons =

(1) agricultural markets sre vagnerable to climatic
change_s,
(1) the short-run responsiveness of supply and

demgnd to changes in rrices is ususlly zesss in
the cssge of sgricultursl products than it is in

industrisl merkets, and,

(1ii) the_ out-put of most cmpé is necesgsserily seasonhre:
g. The veriability of 'égricultural commodi ty
prices explains why covernments in developing
countries often try priceg stsbilization sche-
mes to protecty fermers from large rrice fslls
end consumers from lsrge price incresses, vwhen
grepter pricé stsbllity lesds to grester income

o MIAS
stability, farm benefit from reduced risks.




II.

Price policy of Govt, in raspact of Jute :

A review of the price policy for jute' during t'he past .
decsdes lends itséi‘f to @ cut—o'ff roint irito two brosad time
periods. The first period from 1947-48 to 1964-65 was one of
trisl and error when the pﬁ.ce plicy was somewhat ad-hoc in
nature, and the sescond period from 1965-66 to the present is
one of positive éi;ection. Dﬁring the first period, the jute
economy of Indls had to make seversl drastic sdjustments after
the partition of‘ India. Indla was left with the entire jute
manufacturing cepscity but with only one-fifth of the raw j‘ute
production of undivided India. The stress of psrtition was felt
first in 1949-5C when imports of‘ raw jute hgd to be reduced
drasticslly from 45 lgkh bglas in 1948-49 to 20.6 lakh bal=as

in 1949-50.

It goes to the credit of jute growers that by 1952-53
the deficiency in domestic rsw jute supply was substsntislly
made up and. imports ceme down to 13.3 lgkh bales in 1951-52 ijom
45,0 lgkh bgles in 1v48-4y, By 1958-59, production over took
consumption snd reduceé imports dréstically to 3.4 lskh bgles.
This level of incresse in production wes schieved under widely
verying inter-crop price relstionship. The crop whichl direci:ly
completed with Jute for sllocation of acreeﬁe and other input§

was paddy.

¥Wide fluctustions in the prices both within the sesson
and between the years wes 8 persgistently disturbing feature of
the jute economy in the fi fties, ®s would be seen from Tgble5.A

of the All Indie Index numbars of wholesele prices of jutae.

Thusg, over thes decede 1956 to 1965, it would appesr

thst there had not been 3 very shsrp incresse in raw jute pices

—,
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prices, the incresse being at the rete of sbout 1.3 % percent per

ennum, However, there were wide fluctuations in prices from year to
y esr, foe fluctuations within the season were explained by the
nsrrow geograrhicsal bsse of jute prddtxction which mgde the supply
of raw jute more susceptible to uncertainties of westher, inelsgsti-
city of supply as well ss demand in -the short run, lsck of propar
grading standsrds sné facilitieg, extremely wesk marketing infrs-

gtructure, etc.

TABLE - SA.

Average wholesele prices of jute,

Vssorm » | Base ¢ 1952-53 = 100.

:Y e ar : Aversge of Wholessle Price indi¢és. : Pegk index of

the yesr,

3 1 s 2 : 3
. 1956 : 122.17 s 130.0

| : 57 s 136.86 : 146.0
: 58 33 : 120.40 s 130.0
H 59 117 .90 s 140.,1
: 60 s 178,51 s 231.7
s 61 : 1207.70 s | 279.8
: 62 s 146.16 s 150.9
: 63 s 147.44 3 151.6
: 64 158.89 :  182.0
: 65 s 188.35 g

203.2

SCURCE - : Agricultursl price Policy in Indisg, A.S. Ksghlon & D.S5.

Tysgi, 1683 (P.g5).
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The fluctustions betwezen the sessons were caused by the inter-
action of seversl factors which rangad from expsctstions of the size
of the crop to expected Iforeign demand for Indisn jute goods. The
demand for raw jute is & derived demand from th=2 export demsgnd for
India's jute goods, gs in the fifties India had been a leading exrorter
of jute goods, sccounting for mora thsn three-fourths of the world
trede. During this period maenufactured jute goods constituted predomin-

antly export"cmmnodities ( Tsble SB) .

TABLE -5B.

Consunption, ptoduction anéd imports of raw jute and mests production

end exportg of jute goods,

: Year s Totsl ¢ Domestic - : Import of g Produc- : Export

consumption production raw_jute _ tion of of jute
July-June .of rew jute of rsw jute lakh ¢ % of jute goods
and mests and mests bgles: Cons.:goods.  T———
(lakh bales)s (lakh bagles)« ‘s 000: %
: _s : : : 3 ston. : Prod
H 1 : 2 s 3 : 4 : 5 : 6 : 7: 8
: 1047-48 : 65.63 : l6.71 : - 2 = : 1051 : 910: 8646
: 48-49 66,16 3 20.71 ¢ 45.0 : 68.02: 1056 : 8893 84.2
: 49-5C 3 53.69 H 31.14 s 20.6 & 38.37: 838 : 766: 91.4
: 52-53 : 56.92 3 53.10 ¢ 13.3 3 23.37: 906 : 687: 758
:  58-50 : 62,46 s 69.11 : 3.4 : 5.44; 1057 : B42: 797
s 62-63 : 75.50 : 71.85 s 2.7 : 3.58: 1218 : 894: 73.4
B 63-64 : 79.80 : 79.76 : 1.4 : 1.75: 1249 : 878: 70.3
: 64-85 : 82.00 s 76.62 e 3.6 : 4.39: 2 927: 70,2

132¢

- SOURCE

—— ot

Agricultursl Price Policy in Indis,

1983 (P.06},

A.S. Kghlon & D.S. Tyagi,
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It will be seen £rom TableVSB tﬁat from 19»52-'-53 onwards‘f

: domestic production of raw jute has been increasing end imports
r#m%/decreasing sharply. There has been &8 good step-up in
consumption of raw -Jute by mills, an upward trend in the produc-
tion of jute goods, and fairly stable export demand for _]Ute goods.
‘But the percnntage share of exports to pmduction of Jute goods

" has been comng down mainly due to competition frem erstwhille_

. Bast Paki stsn ‘ana -sy_ni_-.hetics_. Althouch th.e ‘Indisn jute industry
t-.ried to meintsin export of jui:egoods by diversifying the product-
mix end finding nsaw markets; its shere in‘ the in;t-e_rnatio_nal‘ t»rvade
declined from 86 to 72 per cent during 1¢53 and 1563. This was sa
inevitsble consequence of the partition.left with a raw jute
produr_:tion of.68.43 lgkh bgles sfter the psrtition and with no'l
m‘anu’féct}xring cepecity for jute goods, it wes but natursl for
Paki stsn to build up its own jute industry . It took some time.
for ii: i:o do so. But by 1lc5¢, it had built up 8 cepecity to msnu-
--fact;ure '2.33 lakh tonnes ‘and‘to export 1.90 1abkh tonnes of jute
goods, I"t’s’share in the ihtérnational trade iric;rea‘_sed from éinxost
'vnovthing in 1654 to 7.08 per cent in 1956 @znd over_le% perceri-t"._.in

lg63.

'Ihe rrice of raw jute exerted an influence on the pricns'
of jute goode kbut "the lay*J wers influenced by the competitive
forces in the world msrket znd, in the ultimate enalysis; it wss
the price'of jute goods that Alargely deter'minedithe prices' ’o':f_ raw.
jute. It will be seen from Table 5C, that the two sets of prices

showed parallel trends in movemant over time.




TABLE 5C: B e

Prices of rsw jute snd jute manufectures.

:Year ,z.m_gggg. : Jute menufacturers.
: A'ssam white Hessi 8n ] Saéking
otton (Rs.per 40 x 10 02 ( B Twills )

» quintsl), (Rs. per 100 Rs. per 10C

: s ‘ : yds). :_bags.
: 1 A : ) 2 - : 3 s 4 3
. 1955-56 1 73.03 : 30.97 : 110.12
s 56-57 s - 80.16 : 42.62 : 113.79
:  57-53 : 72.57 s 40.86 :  102.77 .
: 58-59 B 60.60‘ s | 41.20 s 94.84 | $
s 59-60 : _81'.'50‘ 3 . 42.76 | : ‘ | 112.7(5 s
:  60-61 s 135,25 : 55. 40 : 167.97
s  61-62 : 81.30 : 55,72 : 134.47 &
s 62-63 : 86.65 : 52.01 : 115.36
3 63-84 : 80.30 : 46.97 : 112.39 -
: 64—65- s 98.78 3 31,63 : :

155.15

SOURCT : Agricultursel Price Folicy in Indie, A.S. Kahlon & D.S. Wégi,

1083 ( P. 97 ).

Raw 'jut;eb 'suppli 2g ramained _responsive to changes in mark’at»‘v_ |

prices of rawnat-;eriai Vis-a-vis paday price .anld-uncertainti'es of w-;éather

~end followed & more or lass 3 - year cyclé. during the period. For

: ixustance, during 1954;55,, jute prices moved down in sympathy Qith tha

'genera'l fall in the prices of other agricultursl comrodities and éaused
- a fall ia th=2 production during' 1955-56. Thera wass 8 racovery in Jute
prices d_uring 1956-57, degpite an incragse in p;'oduction bécause of low
arrivals_ of raw jute from the mofusgsil marke.ts on sccount of trénspo_rta-

tion difficulties, reports of raducéd stocks of jute with millg, énd
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the' dec:i'sion of tha Government of Pakigten to maintain minimum prit_:és
in that country. The contrery phenomenon surfaced in 1958-59 ‘when a
bumper production of 52 1skh bales deprassed the prices and t'h'er low
prices of the sesson ad‘vervsely affected ares aind' production in the
following pesr. Up tkll this time the psramount heed was for 1ncra§sihg
the production of_raw' jute.and, therefore, the Governmant ad not go beyond
banning fo;‘ward trading in yesrs of shortage and permitting it in yéars
of good production end sllowed merket prices of tha ﬁbfe to gain. thelr
lavel on thé bagls of demand and supply forces. The jute industry re--
~inforcad the Governmen;‘s"efforts by seeling 8 certain percentage of looms
'when jute wes 1'? short sdpply. But e:écesgive fell in rew jute prices in
. 1958-59 'compailed tha Gove_r-nmeﬁt to adopt measures to ¢heck the downwé:d
dﬁft and it imposged restrict'ions on imports, suthori g=d the State Trading
cOrporation to purchage rsw jute from Co-operstive Societies and persuade

. bufter Stock
juta mills to carry,requirements. These mesasures proved effactive in so
fer as the dec_lining trend was hszulted snd prices took a turn for the
Eetter. The up trénd of rewjute prices was sccentuated by ths érﬁaller
crops_of the subsequent two yesars. The oontinuous risé'in j'ute prices
during_ l196C~61 res_ulted in 2 lafge diversion of sres to jute during 1961-62
and a record production of 63 lskh bsles during the yesr, The expectations
of en sbundsnt supply of raw jute depress2d the prices of fitre even

before the market srrivgls reached thelr pesk.

Heving obgserved for masny yesrs the phenomenon of high smplitude of

inter- gessonsl price variations, c}clic'al movemant in production, snad
;lncreasing costs snd uncerteinties of importi_ng reaw jute, the Goverﬁmenf.
of Indis resld sed the 1mpe_rat1ve need to ensure 8 steady proéuction of
' raw jute st sround the leirel of ;rills' consumption. This wes consideréd

@ necessity for maeinteaining production and export earnings of the hilghly

1




-13%6 -

v-impor't’ant industry for the country's ecoriomy. The :n\oat desirsble o‘bjective"'
" could not, however, be achiaved without protacting the incomes of jute
growers in Eastern states by way of giving tham en 8sgurance of s minimum
price for their producn 'rhus, the jute price policy came into sction with
the snnouncament of ahe operational price of Rs.30.00 per maund ( Rs.80.40
per ‘quintal ) in lo6l for the Assam B)ttom varieties of resw jute st Calcutta.
The Operational price of Rs.3o 00 per maund of raw jute fixed in Novemb,r,

1961, remasined in force up to 1965~ 66,

The jute price policy during the'Segbna period, 1965-66 to
'1979-86'1 set out. to achieve increa.sing production cf the fibre, minimi se'
price fluctuatioris; adopt_imprcved teckinovlogy, snd bring cut i_nstitutional
'chariges-for stranthening the marketing structure of raw jute, Minimum support

price of Juta for the period 1970-711: 1979-80 1is r.epresented below :-

. July to June, : Minm, éupport prices

: " of Jute (Rs. Years _ Mm\m. (u.ﬂ) y\t

___ s Cuintsl), 3 s - Phice
1970- 71 1 107.17 :  1975- 76 : 135,00
1971- 72 113.87 s 1976~ 77 : 136,00
1972- 73+ 115.00 : 1977- 78 :  141.00 :
1973- 74 s 125.00 s 1978- 79 : 150.00 :
1974-°75 2 125.00 B 1979-_30 s 155.00 :

( source ;‘Jute Industry in Indla, Economic and Scientific. Resesrch

- Associstion, Calcutta, 1982 ').P.lze

During this period begsn tha production of s complete substitute
"of jute, nemaly, Woven, " Polyo Lefin %, for use in msjor aress of jute,

1.e. bags and carpet' backing. Ag 8 raesult tha percentage share of jute
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' iri thAtot}:al‘ csrpet becking rﬁaterial ussd in the U,3.A. startad
declining yoar after yesr, Also, in the bag market, jute bags startnd
gatting replaced by synthetics for fertilissrs and besns in Japsn,
~end for wool packs and Corn sacks in Austreslis. Again, competi tion
. from tha erstwhile Ea-sit PékiStan was on the iricrease.. ,onsequently.
inspite»of the.incraasa in the World demsnd for carpet backing

| materials and for packing materi_ais,' the Indian eXports‘of 3:301 these

commodi ti @es declined after 1965-66., The exports of sll jute goods

mid\ stood at 8.44 lakh tonnes csme down to 5.01 lakh tonnes in 1969~

70. The internal demand for jutn manufactures had not increased much

P

and the int=rnal production of rsw jute remsined so °rratic as to fs8ll

from the high laval of 75, 9 1akh bslasg in- 196’7 63 to 38, 37 lakh bales

in 1968-69 with consequent ahrupt fluctuations in the msrk2t pricas /e

of the filre. Resultantly produf'tion of jute goods suffered to such

an :ex'te.nt that it declined from 11.41 lskh tonnes in 1967-68 to 9.69

lskh tonnes in 1269-7C.

To help sugment production of raw jut° the Governmant of Indis
i'xtroduced a2 centrslly sronsored scheme of ' folisr ° spray of Ures
.ﬂivn 1965-66, end 8 ' specisl packsge programme * for ssturesting select-
ed eregs with sgll hnputs in 1968 69. But th= coversge of these schemes

was too limited to nake eny significant impact on raising ‘the per

hectsre yield of ‘the crOp.

'I‘he exi sting system of providing support to the pricns of the
fibre ¥8s to determine th2 minimum quotas for purchases by the m1115
end the JBSA, with the STC coming in 8s ‘8n 8gency of the last resort.

This dld not prove effective becsuse trade and industry were not esger
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to extend thei}r buying operetions snd purchesses were clalled off sg
soon 8s the crisgls ‘blew over, .’ihe marketing in_frastructure was
‘conspicuoiusly week in the jute growing eestern states _and the margins
c':‘laimed by the trede were higher in jute msrketing than in the

merketing of paddy. In this period, only 2¢ oﬁt of ‘a'total of 341

markets in Bihsr, snd 2C out of a totsl of 94 in Orisss were regulated,

and only one market each in Uttsr Predesh and Tripurs wes regulsted

for jute.

In West Bengsl, legj; slation engbling the reguﬁ?i@‘?ﬁ of
agricultursl markets was passed but the measure_remained to be
. implemented. In Assam, legl slstion to this‘-effect wa_s not even psassed.
In the other jute growing ststes, tha legislation exivsted, ut the
number of centres where the regul stions were enforced was severely
limited. Nba»turally, the sncillery facilities for grading, beling and

storage of the fibre also lagged behind.

Moreover, purchases by the J & JGBSA snd the S5TC diad not

omd _
extend to the primary markets s-nh-4, therefore, ‘ald not provide direct

support to producers. ‘The AFC, therefore, reoommended in its price
policy report for the yeer 1960-7(‘, that there wes a very. strong
mechinery for esnsuring price support to the growers of rew jute. ,It
-reiterated its recommendstion on the induction of 8 public agency
in tha trade for reaw jute to. ensure 8 felir return to jute gro,wers.
end minimi ge price fihctuations through its purchase snd ssle
‘oper.ations. ‘Acoordi'ngly, Jute Corporation of Indis, wss eetabli sh=d

“in April, 1971.
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‘The JCI functioned till about 1975-76 as 8 mere intormediary by
’ immediately selling the produce purchased by 1t on the basls of back-to-

beck contracts with the mills. This arrangament dld not result in. & net
withdrawal of suppll es from'me markat énd fgiled to boost the level
of prioas for the growers of juts. This policy was'improv'ed upon 8and
changad to ho-lding stocks and disposing'theui of when prices tended to
Qo ub. Even this stocking policy could desl omly with the problém of

“fluctustions in prices and could not influence the trand.

'I‘he pfice policy helped in increasing’thn per‘ hactara yislad
of the fibre. The other developmants that helped in making the jut°

price policy mnaningfu.ﬂ. PUL ) wars,

i) availahility; for tne _first time, of dsta on cost
of production of row jute 'for orissa Bnd West Bengal,
for the 1973-74 season from the comprehensi ve scheme
o-f cogt of cultivation of Princinal 'Cfops snd subge-

quently, for other states for lster yesrs,

ii) incresses effected in the statutory minimum wages for

the farm lsbour,

1i1i) “maintenance of pric= differéntials_depanding upon the

»co'st of moving the produce from the up-country msrkets

‘to Cslcutta resulting in fixetion of reletively higher
prices for the merkets nearer Celcutta than for the

ai stant merkets even for similer vsrieties of jute;
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and iv) intr.édgiction of s.new greding schaﬁe for juté 8s per the -
ravi sed specifications given by the indi_an St.andards Insﬁitutioh 'fx:o_m
A1974-75.. 'In the matter of 1mprbvanéﬁt in the quelity of rew jute, the
‘Agricultursl prices commi ssion had reoommandéd és for back as 1967-68
th'at *» incressad earnings from expoz;ts v;ould largely hinge upon the
greater domastic availability of superior quality raw jute *., The . |
-echo of the Commi ssion's recomm_.ndations empljasi sing quality improve-

ment resounded in slmost aevery subsequent raport.

| The * existeanca of 8 long ancf complex ‘chain- of intermediazv-ies,'
claiming higher margins; ‘continues to be the fundaﬁental weaknesgs in
‘the marketing system for jute. The movement of jﬁte fr:amthe _émducer
to the consumer tekés place in three stages, the intermedisry claiming
"his margin atl every stage, and th2 grower marketing not morsa than‘ 10%
per cent of the produce divectly. Agsin, nét nbra then 10% pef cent
of the jute pro.duction in the country was putchaséd by the JCI and
‘this appesred to be ut_te*rly::lnadequat-e. for either 2ansuring support
or reducing merket fluctuations. The sl tuation was fuithef sggravated
by the limited number of cd-operatiaas performing limited fﬁnctions
~ end w;eak insﬂtutional_ credit structure.®he allied fscilities of
grading, storing and baling 8lso showadlittle improvement in the up-
oountry merkets and, therefore, price differentials batween Cslcutts
and up-country markets further widened., The .JCI was to _ /e_.-xpand

| its operstions considerably to improve the situstion.

The perforeance of price policy in the srheres of raw jute

sector vitslly .affected production, exports, internsl ssles, prices,
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etc,, of thea jute manufactures, Regulsr supply of good quality rew
.jute at stalale prices remsined h’ighly_important' 8s the raw materi'a_l'
.ac‘COunted for as much a2s 40 to 750% per cent of tha cost of manufactur-
ing,v' jute goods.’it was 8lso importent in mainteining levels of
pmdu’ction_», ensuring the guslity of the manu.fac‘tured goods, &nd, shove
'_ sll, ’supplying internsl &nad ex_ternal or'ders. on tima. |
co-mpetntaon

The exports of jute goods varied mainly due to eemb&tiaa
from Bangladesh snd synthetics. Banglsdesh has succeeded in improving |
its shere in the export market for gute goods owinc to its better
quality of raw jute, lower intermediary marginsk lower wages, stream-
lined export strategy etc. On the other hsand, India's share hss

__probably coma dOwn due to inadequacy of supply of good quality rsw

jute to permit the required di‘versification ofvpmduct-mix, higher cost ‘

- of production of jute ‘goods due to old mechinery, &nd fesilure to

explore new markets, to mention only tha mein causes.

The foregoing analysis shows that‘variations'in relative
prices of jute were lsrgely influenced ly acreage an.d,- production of
raw jute. Although the price pOIicy pur sued during the past few yeers
has not been shle to oompletely eliminate yeserly fluctuations, k‘t’t has
certainly hekped in eschieving some amount of stability in the produc-
tion of rsw jute. Agein, though the contribution of yield to incresses
in out-put has not been significant in the past, the introduction of
improved varieties and better cmp' rotations sra likely-to improve
the situation. However the quality of raw 3ute hss to be improved
by expending and improving retting fecilities, ss also by extending
incentives ‘on sccount of price differentials to .growers of jute on

top priority besi s,
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III. Marketing Structure of Rsw Jute.

The 1ecendve effect of marketingl is vitisted by the allo-
catilve in-efficiency and inequitsble features of the traditional
jute merketing system with poiverful monopsoni stic functioneries
‘at the upper echelons of'mar'keti,ng,_» particularly the commissien
ﬁg.ent\s of mill s," 't-hatAappro.pri ste 8 dispmpert_tonately ’large margin
comparad to the services they provide even in tems of the value

conservative

judgement of censelittive officisal report. The usual market’ 0p-=rators
‘are known as ' -fariahs who function on the advice . from their -
‘bosses who suppl.y“ raw jute to mills. The:Jute Balaps' Associstion
comprising raw Jute sellers to the mills has 8 wide network of

small purchasers in the entire jutn gmwing 8r=a including North
Bengal region of West Bengsl. The existence of the Jute Belars’
Association explein the‘monopg')riistic natura of market sy stam

at the uppar echelons of markating.

The movement of jute from the fields to the factories
tskes place, as 8 ruls, in three distinct stages. The first stage

isg from villages to the primsry assembl'ing markets. A small percan--

tage of the marketable surplus 1s desposed of by growers 8t their own |

cborg, wbile major production is sold by them in t;,he primary markets
and‘huts'. The term'm‘arketable surplus sigrii f;es the total pro‘duction
~of jute mdinus the smell quantity reteined .b{ growers for domestic
congumption. The sscond stage is from the fur_al eree.s to the szcong-
ary markets. Only 8 small percentsge of growers consisting meinly
of those whose holdings 8ra locsted in close proximity bring their

fibre for ssle to thess markets. The third stage is from the up-

country basling centres to the looge jute markets of Calcutta, the
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press houseg of pucca ‘balers, the jute mills end to ships for expert

ot Calcutta. The three stages are further described below:-

I, | The marketing enquiky hss established that the major
portion of the marketabln surplus of jute is s0ld by the gmwers
in the villages. This fe€t is prhmarily responsible for the establi
'-shment of 8 chain of mi ddlemen batween the grower end the

customers. A mi ddlemen performs many ~func1;ions - essembling,'

ﬁnancing, sorting, ‘transportation etc.

I1 (a) Fariss, paikars and bepsris are paripatotic'dealers who
form th‘= first link in the chain of intermedi aries in the

looge jute trsde, Thay operate 1ndividually, in many cases

using their oﬁn capital,

'(‘b) " Dalals ( Brokers. ), -- They opersta only in some of tha
important baling'centres. Dalals remsin in the secondafy
markets snd never go into th‘e _interiof. In the jute trade,
dalals &0 '_not; 'occupyb an entirely independant ~poéition,1 Bs
they have more to'gai_n by satisfyi'ngv,the buyérs thah the

sellars,

({c) Aratdars - An aratdar is 8 ‘'middlemsn opersting bntween
s°11ers - growers or paripatetic deslers - .on the one hand
‘8nd buyers - balers and mills - on the othsr, Aratdar s

, _importante lieg in financinc the beperis and in undertald.ng

the storage of fibre,

(d) Kutcha bslers - Up to the secondasry market stage, jute is
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handled by the growers, beparis end delsls in loose form made
upto bundles of verying sizes 2nd weights. Aft=r resching these
markets, the fibre is normglly packed into, what &re commonly

celled ' Kutchs bales '.The tarm * Kutchs bsler ' ambraces 81l

deelers who own or hire estsblishments for preparing kutcha beles.

Puccs balers - Pucca baiing establi shments are located in the
up-country only at‘Haldibari { West Bengsl ) 2nd Kishanganj

( Biher ), They secure jute in the ssme nanher 8s other burchas—
ers. hfter selectién end esssortment, tha fibre is packed by
masns of hydraﬁlic presses into bales of high density weighing-

180 Xgs =28ch. These sre celled puccs bsles 8snd sre generelly

intended for export. Mills in Indis,, howaver, buy @ very small

proportion of thelr rsw jute requiremznt in the form of pucce

beles - cuttings forming the major portion of their pucca bsle

purchases,

Terminal Markets, Calcutta - A terminsgl market is & msrket st

wvhich mogst of the prbduce from different -araass i s aggambled
prior to the final dlstribution either to locsl menufscturers

or for exports . Celcutta may, therefore, be ragarded ss the

terminsl merket for jute, es it is here end in its neighbourhbod,

that most of the jute mills consuming a8 substantial portion of

Indisa’'s raw jute supply are locsted.

The up country markrets may be divided into three csategories:
a) the village merkets, b) primsry merkets, c) kutchs baling

centras ( secondsry msrkets ),
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Viliege markets - There'are no specisl markets for Jute,in
villsges. The genersl practice is for peripatetic deslers

to visit villsges snd to transect their business with growers

indivicually,

APrimary markets and huxs - In the jute trade, primery markets

may be ragarded as consisting of the larger villeges st which

- wel 1- £0- o beparis ené repregentstives of kutcha end pucca

bales Operate s buyere snd where there. is ususlly 8 certein
smount of storage accommo dstion. _A\hn,t"is & periodical market
which is ordinarily held in the open air sand sellersrspread
their weres on the ground. The resl importance of primary
mafkets.acd hu£s, however,‘lies in th= fect that they provide
regady harkets for jute. The peaeants cen t ske thelr produce

there knowing that they are sure to get 8 buyer,

Secondary markets ( bsling centres ) - To distinguish it from
primary snd other markets, & secondsry merket hae been inter-
preted as & plsce where_baling.is-done, Secondsry markets are

usually locsted st places where communications sre good end

vhere large snd reguiar supplies of jute sre assured. The chief

buyers in these markets sre kutcha bslers vho purchsse their =

requirement of jute from farias, bepsris and sratdars snd
~occesionsally slso from growers. The two main functions of

kutcha bslers sre sssorting and packing.

Empiricsl studies on price spresds snd structure of jute markets
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sre incopious; but just to cite one broad instznce, when in the
1680 - 81 sesson the TD/Slvarivety'was s0l1ld st th= ferm level 8t
eround Rs.120 per quintgl the price at th=2 Csalcutts Terminal market
ruled st about Rs.220 per quintsl, Adx/nitted_lg in the csse of jute
where al fferent sub-systems of the markets are .Vcharacteri sed by
various shédeg of imperlfect competition, and th2 multiple classes
of inter-medisries ( ranging‘ f”rom the gnsll, poor i‘ural, maiaxk
;farias' to -the prosperous " arhatdsr " and commi ssion agents ) heve
dlvergent clsass interest, Aanj'- single messure _like the ststic
concurrent method of geblging price spread is not sdequete for the

" purpose of judging the oversll economic performsnce snd soci sl |
( distributionsl ) sspects of tha merketing chennels. Nevertheless,
~the low pro ducer share in the finsl v slue of the produce provides |
some 1dees of the cbollursivevness_ snd the anti-grower biass of the |
jute merkets, One may 83lso note thst becsuse of the pronounced
yesr-to-yesr fluctustions in output and supply, speculstion enters
into the price formstion of jute in & big wsy, snd privata tradéré
count upon @ high treding mergin to meet _ythev risk of sharp, specu--
lative price veriations end maintain their desired * normsl °

profits on the average over time.

. The State of market information is 8lso poor. Price intelligence ‘has

been limited by the slow progress of regulated markets, snd of

grading desplte the introduction of ISI grade specificstions for
jute._ There has been 2 tendency in official circlas to : mgtaﬁe
grogsly the crop shortfalls in bad yesrs for fear of speculative

price rige, but this sctuslly exacerbated tha problem through the

crestion of informstionally inefficient ( irrstionsl ) expectstions.
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In sddition to this, poor production statistics 8and deleyed raporting

hQVefprecipitated'speculativé price gyrétious, with crop estimstes
of Al ffarant government agenc1es, the jute traders,'and the‘induStry
vérying widely smong tham. In a number of years‘the gove:nment__
might have arrangéd fof imports of the fibre had there beaen earlier

confirmatibnrof the lasw out-put. In the absence of uniform methods

of farm costing pursuéd by the Union'ahd the’Stagé Government agencies,

the fixation of the level of suprport pricé of Jute has naturslly led
to bitter political controvefsies. Also, ostensibly on the ground
of prodedures such a3, departmentsl homework on incidentsl charges,

support prices were often announcad much after sowing hsd commenced,

sometimes, evan when hervesting was round the corner, that is too late

to have any incentive‘effect‘whatsoever on pnoduction: and capsul-
ariaes sow;ng in Assam, Northern Bengal, sand éa:ts of Bihar starts
early. At times, owiﬁg to thellag in annduncement thére wera no
‘statutory prides and hgnce'no~priceb‘ébligations gt 8ll for iraders
- 8nd millg for buying juge; Howeve:, ffom 1985486 the situation sgeems

to be looking up.

with extensive distreés sélés,'and'forceé markating due to debt
bondage, jute pricgé_at the fsrmgatz2 and the village lsval do not
‘truly refléct theAinterplay of.demand end supply. JCI on the other
hend, is bedeviiled:by éonstraints that are importent snd numsarous.

The merket coverage snd control of the corporstion vhile expsnding

over the decade snd & half ofvits operation remains low- the procure-

‘ment barely excaeding 25 per cent of'the'mafkeé arrivals., It bought

2.8 million bales st support prices in 1985-86 vhich for it was an

. .- ]
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81l - time racord, ths previous one being 1.8 million bsles in
1081-82. Tharafors, f8 farmars with.pobr holding power have of |
necesslty turned to privsate tr?de for selling 8 very msjor sharza of
their jhte and masta crop &nd ;;/prices much lower thsn the support
pricesrin years of ¢ood crop ( such as 1985-86, 198C-8l1, 1967-68 2nd
1561-62 to 1963-64 ), perticulsrly in renote vulnerable pockets
prices st which 8sre not quite reflected in the avéregés. On the 6ther
hand, in years such ss 1082-83, to 1¢84-85, 1§77-78, and 1972—73,
when market prices were well shovze the ststutory minims, procurement
operations of JCI wére impedad by its insbility to meske commercial
purchases freely, thereby a2ffecting thz interest of the buyers (millg).
The procuremeﬁt points of JCI have been rising but slowly, #nd by the
end of 1985-86. there ﬁere altogethér 577 purchase centres inclusive
of me'®rmfadon's depértrnantal puréh_ase cenfres andv sub-centres,
and-purchase centres of co-operstives - evidantly mot & heppy stste
of affeirs OOnsidering~jﬁte's geograrhicel coverage and volume of .
marketed surplds. Remo teness of,prbcuremenﬁ centrés implies that for
many 8 growér the marketing cost plus value of time spent in selling
at the centres is not offset by tbe incentive provided by the higher
pfices offered at the centres. The corporation's penetrsation ihto
remote villsges snd primary markets where distfess s8les take place
largely - the enforcemeﬁt of ststutory hinimum prices like thst of
minimum sgricultursl weges being 2 éhimera'- is also thiRlarted by
opposition,'disguished apd_overt from middlemen. For identification
of jute growers, cards were issued, hut the scheme hes hardiy been

full - proocf, and has often encoureged corruption. And th=z smuggling
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of jute from the neiéhbouring‘coqntry, vhich affected JI's

procurement drives, could never be sliminsted.

Heretofore, thera has been 8 t=ndency on the psrt of farmers

( 8nd middlemen ) to sell lower grads jute to JCI, ané superior
gredes direct to nﬁlls, This wss occasioned by the fsct that the
corporation, operating within e stipulated price bapd, was basicélly
excluded from buying high gresda jut=s. The corporatioh vould have
been abls to offer diversifisd pecksges of fibre to its bayinagt
buyers, }.ocludirig the Stata own'eé mills run by the Nationsal Jute
Menufactures Corporastion ( NJMC ), if it could freely make commer-
cial purchasés. at prices higher than the stétutory minimum. This

would help in ocountering the proclivity of several mills to wriggle

o@xt of thelr purchsse commitments on th= pratext that suitabla grad—-"?

es wera not a_vaila-ble with JCI. There has throughout been an

. inadequsate recogni.tion of the obvious nzed for commercial purchase
and sale, speciall‘y of raw jute of suparior quselity, by JCI 8s a
mesns of making the orgenissation gconomically strongér - in definite

~ Contrast to the parallsl case of the Cotton Corporstion of Indis.

The mi series of JCI sre compoun-ded by the lsck of adequéte support
from co-oparatives. Behind the much moré successful-*record of the
procurement scheme for Cotton lies the solid back-!ap'that‘the
cé-oper(ati'ves have provided in the cotton-growiné -'States of

Meharashtra snd Gujsrat in particular, The share of co-op=ratives

in jute procuirement wes about 30 percent in 1982-83, 35 percant
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in 1983-'84, and only 20 percent in 1984-85, and thsy should heave
fared much better with the libersl trsding conditions offered by
J.2.I., For one thing, th'ey are spsrad of the trading risk in as
much &8s the selling pert vhich is the more'problematic i1s tsken csre
of by the Corporstion. Amother serious handicap of JCI heas been the
lsck of storage and rursl communicstion facilities which impeded the
proliferstion of its buying network st the primary market level. A
number of principal secondsry markets too sre left undovereé by JCI
and the co-operstives, Further, slthoucgh the constitution of JCI
allowed it§ kyying of jute from intermediaries when érower— sellers

were not forthcoming, since 1981-82 the entire procurement is

professedly made direc£ from the growers. However, there is considersa

geble room for doubting the success of the venturé.

It 15 easy to see that with the messurs of economic and politicel

support thet JCI enjoy'ed snd without 8 buffer stock, only 8 half -

hparted public 1nterv°ntion in the trsding of jute was feesible. The

case for monopoly procurement of jute, without which it would be

impossible to implement an effective stabilising regponse to supply

variations, has been rather cynicselly sidetracked snd the State de-.-'
cision has marely been in terms of increasing the procurement level .

graduslly so &s to enable JCI to procure 40 percent of the locel jute

crop by the end of the sixth Plesn which too, remsined en unfulfilled
tsrget, With large overheads oompared to the scale of operations and
the burden of interest on lorrowings at commercial rstes, JCI's

recurring losgses have been considrable, accumulating to shout Rs.3o

crore by the end of 1985-86. In sum, with 8 low " procurement '

efficiency ® JCI has been unsbla to provide a viablg 8lternative to
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tha existing market.iné options in Ju£e available through the
degeneraté private chénnels, and its cher_ished goal of reaching,
commanding heights' in raw jute trade ramaing ® dlstressingly far
ery.

Marketing Problems of Jute Growers :-

'fhe role of the JCI being limited, the privete traders dominate the
scene of merketing in raw jute. In ces2 of jute, the ‘basi'c problem
is that market is distorted not only by imports but also by 8 long
chain of middlemeﬁ. Mo st gmwers'éré 'still et the mercy of ruthlass
xﬁar’ket and other forces renged against them. The growers arz oftan
deprived of .rernunerétive prices resultiné'in little incentive to
promope productivity by costly inputs.- sp_eculation is rémpant in the
jute industry. A few speculstors.dominate the market scene and |
decide the prices of raw materials,' which sre most oftén detrimental
to the jute cultivators. $d, the real problem in the case of juta is
that of a2 wesk msrketing systom which makes it difficglt for the
farmeré to secure the prices fixed by the Central Governmant cons-
trained by a very weak market infrastructurs, thé JCI finds it

di fficult to reaéh out the farmers at the level of primary markets

( Hatsg' ); Even most of the Secondary market‘s ar= nét ragulated. In

the abgence of 'regulated markets and faced with market imperfectiong,

the smsll jute growers have to sell their produf2 to the ™ fsriag "

and other locel deslers who are in @ position to exploit the market

situat;ion.

The jute growers of North Bengsal sleo face the sam2 problam of

imperfeét marketing structure. In the ..loé_al merket small traders
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and‘farias puEChase jute from the grow=2rs. They sell jute tp locsl
eratdars. Arstdsrs, _'m'majority, s2ll jute to termin-al markat at.
Celcutta. More or less IOZ'ai‘atdars s2ll their jute in kutcha baling
centres. Most of the growers sell thair produce immediatély after
heryest. Only a emall percéntage’of well-to-do growars retain jute

to resp the benefit of higher price.

The jute growers of North Bengal suffer from the imperféctions of raw -
jute- market 8s well as the existenée of s chain of middlemen. Their
sufferings is even greater due to doldrums in the jute industry. I'l the
final snalysis, the futures of the jute economy depends on its akbility
to expsnd its markets through diversification 2nd modificetion of jute
products to mee£ the changing needs of the customers. The doméstic’
market cen be expanded' oy dontrolling the prices of sgacking, @stabli gh-
1n§, long term purchasé plens with DG3 & D and developing 'jute' products

for home decorations, such as wall cover, curteins etC. eben-

For the externsl msrket there sppesrs to be a growlng preference for |
ligl'ltief irariatiorns of jute constructions becaﬁse“of th=2 competition

from such light' and chesp pecking materisls as poly-propylene end

polythene. Hence, the jut'e_industryr has to diversi'fy its production by

produci ng more packing méterials vhich are lighter snd small'er_in‘size.

petterns thet will meet the ' Internationsl Demand For Jute quds A

similerly, the industry has to mske som2 sdjustments in its productian ‘
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