Marketing Margin

· Marketing margin may be defined as a difference between the price paid by consumer and that obtained by producers. 

· That means marketing margin is simply a difference between the primary and derived demand curves for a product. 

· Primary demand functions are based on the retail price and quantity data. 

· Derived demand is based on price-quantity relations which exist either at the point where products leave the farm or at the intermediate points.
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Different Concepts of Marketing Margin (Achrya, p320)
Concurrent margin

· the difference between the farmers selling price and retail price on a specific date is the total concurrent margin 

i.e. MM = Pr - Pf
Lagged margin

· Lagged margin is the difference between the price received by a seller at a particular stage of marketing and the price paid by him at the preceding stage of marketing an earlier period
 


MM = Sales price – Purchase price
Absolute margin of the ith middlemen (Ami)
  


Ami = PRi – (PPi + CMi)

Percentage margin of ith middlemen (Pmi)




Pmi = {PRi – (PPi + CMi)/PRi} x 100
Where, 
PRi = total value of receipt per unit (Sale price)

PPi = purchase value of goods per unit (Purchase price)

CMi = cost incurred of marketing per unit
Components of Marketing Margin
1. Marketing cost
2. Profit / Net marketing margin

Misconceptions about Marketing Margin

1. Lower the marketing margin higher the marketing efficiency

2. Higher the marketing margin higher the middlemen

3. Higher the marketing margin lower the farm price

Producers Share in Consumers Taka
· The farmers receive what the consumer pays after the various costs of marketing have been deducted 

· This residual expressed as a percentage of the price apid by the consumer is the farmer share

FS = (PF/RP) x 100

· Increase in the share is taken as an evidence of increase in the efficiency of the marketing system in favour of the farmer

Activity
· Find out marketing margin, Net marketing margin , Invested business capital, Net return on business capital and Producer share form the following hypothetical data
	particulars
	Faria
	Paiker
	Wholesaler
	Miller
	Flour wholesaler
	Retailer

	Purchase price 
	792.00
	822.00
	855.00
	905.50
	955.60
	1040.00

	Sale Price 
	822.00
	855.00
	905.50
	995.60
	1040.00
	1137.45

	Marketing Cost
	21.55
	22.61
	40.33
	70.63
	31.27
	42.39


Formula used:

MM = Sales price – Purchase price

Net margin = Marketing margin – Marketing cost

ROI = (Net margin / Total investment) x 100

Producer share = (PF/RP) x 100
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