TOPIC 13

Marketing Functions and their Classification

Exchange Functions: Buying & Selling
Physical functions: Storage, Transportation
and Processing




» Any specialized activity performed in carrying a product from
the point of production to ultimate consumer may be termed as
marketing function.

» The marketing functions may be classified in various ways.
Classification of marketing Function
1. Exchange Function

a. Buying b. Selling
2.Physical function
a. Storage b. Transportation  c. Processing
3. Facilitating Function
a. Packaging b. Branding c. Grading

d. Quality Control  e. Labeling




Clark & Clark classification

Exchange Function

a. Selling b. Assembling
Physical supply function

a. Transportation b.  Storage
Facilitation Function

a. Financing risk taking b. Marketing information
c. standardization




Thomson Classification

() Primary Functions
a. Assembling or Procurement Db. Processing
c. Dispersion or Distribution

(11) Secondary Functions
a.Packing or Packaging b. Transportation c. Grading,

d. Standardization and Quality Control
e. Storage and Warehousing f. Determination or Discovery of
Prices g. Risk Taking h. Financing

1.Buying and Selling
J. Demand Creation k. Dissemination of Market Information
(ii1) Tertiary Functions
_Banking
Insurance
Communications — Posts & Telecommunication

ply of Energy — Electricity



Kohls and Uhl classification

)  Exchange Functions
Buying
Selling

(ii) Physical Functions

<« Storage and Warehousing

« Grading

<+ Processing

<« Transportation

(111) Facilitative Functions

+ Standardization of Grades

<« FInancing

+ Risk Taking

« Market Information




Huegy and Mitchell have classified

(i) Physical Movement Functions Storage

A. Packing B. Transportation C. Grading

D. Distribution

(i) Ownership Movement Functions

A. Determining Need  B. Creating Demand

C. Finding Buyers and Sellers D. Negotiation of Price
E .Rendering Advice F. Transferring the Title to Goods
(111) Market Management Functions

» Formulating Policies

» Financing

» Providing Organization
» Supervision

» Accounting




Exchange Functions :Buying & Selling

» Buying and selling is the most important activity in the
marketing process. At every stage, buyers and sellers come
together, goods are transferred from seller to buyer, and the
possession utility Is added to the commodities. The number of
times the selling and buying activity is performed depends on
the length of the marketing channel.

» The buying activity involves the purchase of the right goods at
the right place, at the right time, in the right quantities and at
the right price. It involves the problems of what to buy, when
to buy, from where to buy, how to buy and how to settle the
prices and the terms of purchase.




» The objective of selling is to dispose of the goods at a satisfactory
price. The prices of products, particularly of agricultural commodities
vary from place to place, from time to time, and with the quantity to
be sold. Selling, therefore, involves the problems of when to sell,
where to sell, through whom to sell, and whether to sell in one lot or
In parts.

Methods:

The following methods of buying and selling of farm products are
prevalent in Indian markets:

(1) Under Cover of a Cloth (Hatha System)

By this method, the prices of the produce are settled by the buyer and
the commission agents of the seller by pressing/twisting the fingers of
each other under cover of a piece of cloth. Code symbols are
associated with the twisting of the fingers, and traders are familiar
with these. The negotiations in this manner continue till a final price is
settled. When all the buyers have given their offers, the name and
offer price of the highest bidder is announced to the seller by the
_\_ISSIOH agent. This method has been banned by the government
jecause O Mwagassibility of cheating.




(11) Private Negotiations:

By this method, prices are fixed

by mutual agreement. This method Is common in unregulated
markets or village markets. Under this method, the individual
buyer come to the shops of commission agents at a time
convenient to the latter and offer prices for the produce which,
they think, are appropriate after the inspection of the sample. If
the price 1s accepted, the commission agent conveys the
decision to the seller, and the produce Is given, after it has been
weighed, to the buyer. In villages, too, private negotiations take
place directly between buyer and seller. The sellers take the
sample to the buyer and ask him to quote the price. If it is
acceptable to the buyer, a contract Is executed




(i1))Quotations on Samples taken by Commission Agent:

By this method the
commission agent takes the sample of the produce to the
shops of the buyer instead of the buyer going to the shop of
the commission agent. The price is offered, based on the
sample, by the prospective buyers. The commission agent
makes a number of rounds of prospective buyers until none
IS ready to bid a price higher than the one offered by a
particular buyer. The produce is given to the highest bidder.

(1v) Dara Sale Method

By this method, the produce In
different lots iIs mixed and then sold as one lot. The
advantages of this method are that, within a short time, a
large number of lots are sold off. The disadvantage Is that
the produce of a good quality and one of a poor quality fetch
the same price. There is, therefore, a loss of incentive to the
farmer to cultivate good quality products.




(v) Moghum Sale Method:

By this method, the sale of produce is
effected on the basis of a verbal understanding between buyer and
sellers without any pre-settlement of price, but on the distinct
understanding that the price of the produce to be paid by the
buyer to the seller will be the one as prevailing in the market on
that day, or at the rate at which other sellers of the village sold the
produce. This method is common In villages, for farmers are

Indebted to the local money lenders.

(vi) Open Auction Method:

By this method, the prospective
buyers gather at the shop of the commission agent around the
heap of]the produce, examine it and offer bids loudly. The
produce is given to the highest bidder after taking the consent of
the seller farmer. This method is preferred to any other method
because It ensures fair dealing to all parties, and because the
farmers with a superior quality of produce receive a higher price.
In most regulated markets, the sale of the produce is permissible
anly by the open auction method.




(vil) Close Tender System:

This method 1s similar to
the open auction method, except that bids are invited in the
form of a close tender rather than by open announcement. The
produce displayed at the shop of the commission agent is
allotted lot numbers. The prospective buyers visit the shops,
Inspect the lots, offer a price for the lot which they want to
purchase on a slip of paper, and deposit the slip in a sealed box
lying at the commission agents’ shop. When the auction time
IS over, the slips are arranged according to the lot number, and
the highest bidder is informed by the commission agent that
his bid has been accepted and that he should take delivery of
the produce. Some of the regulated markets have adopted this
method of sale,




1. STORAGE

The storage function adds the time utility to products. Agriculture
IS characterized by relatively large and irregular seasonal and
year — to — year fluctuations in production. The consumption of
most farm products, on the other hand, is relatively stable.
These conflicting behaviors of demand and supply make it
necessary that large quantities of farm produce should be held
for a considerable period of time. The storage of agricultural
products is necessary for the following reasons:

1. The storage of goods, therefore, from the time of production to
the time of consumption, ensures a continuous flow of goods In
the market;

2. Storage protects the quality of perishable and semi — perishable
products from deterioration;

To cope with this demand, production on a continuous basis
§ become necessary;




4. It helps in the stabilization of prices by adjusting demand and
supply:;

5. Storage Is necessary for some period for the performance of
other marketing functions.

6. The storage of some farm commodities is necessary either for
their ripening (e.g. banana, mango, etc.) or for improvement in
their quality (e.qg., rice, pickles, cheese, , etc.);

/. Storage provides employment & income through price
advantages.

Risks in Storage:

The storage of agricultural commodities involves three major
types of risks and they are:

1. Quantity Loss
2. Quality Deterioration:
Price Risk:




2. TRANSPORTATION

Transportation or the movement of products between places is one
of the most important marketing functions at every stage, I.e.,
right from the threshing floor to the point of consumption.

The main advantages of the transport function are:

1. Widening of the Market:

2. Narrowing Price Difference Over Space:

3. Creation of Employment:

4. Facilitation of Specialized Farming:

5. Transformation of the Economy:

6. Mobility of the Factors of Production:

Factors affecting the cost of transportation:

1. Distance

uantlty of the Product
ansportation




4. Condition of Road
5. Nature of Products
6. Availability of Return Journey consignment

7. Risk Associated: Problems in transportation of agricultural
commaodities

Problems

The Important problems arising out of the transportation of
agricultural commodities are:

1. The means of transportation used are slow moving;

2. There are more losses/damages in transportation because of the
\use of poor packaging material.

3. The transportation cost of the farm produce is higher than that
for other goods.

4. There is lack of co-ordination between different transportation
agencies, e.g., the railways and truck companies.




3. PROCESSING
Processing is an important marketing function in the present-day
marketing of agricultural commodities. A large proportion of
farm products was sold in an unprocessed form or in the
primary form of their production. At present, consumers are
dependent upon processing for most of their requirements.

Meaning: The processing activity involves a change in the form
of the commodity. Processing converts the raw material and
brings the products nearer to human consumption. It is
concerned with the addition of value to the product by changing
Its form.

Advantages:
The specific advantages of the processing function are:

1. It changes raw food and other farm products into edible, usable
and palatable forms. The value added by processing to the total
UEpRagy ced at the farm level varies from product to product.




2. The processing function makes it possible for us to store
perishable and semi — perishable agricultural commodities
which otherwise would be wasted and facilitates the use of the
surplus produce of one season in another season or year.

3. The processing activity generates employment..
4. Processing satisfies the needs of consumers at a lower cost.

5. Processing serves as an adjunct to other marketing functions,
such as transportation, storage and merchandising.

6. Processing widens the market. Processed products can be
taken to distant and overseas markets at a lower cost.




Thank You
Stay Home, Stay Safe




