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ABSTRACT
The study was conducted in the Kangra district of Himachal Pradesh because of its significant contribution
to the area and production of Litchi in the state. The current study was an attempt to find out marketing
cost, market margins, price spread, and marketing efficiency of litchi growers in the selected area. The
interview schedule was use to collect primary data from 60 growers of the Kangra district and from 5
wholesalers, 5 retailers and 5 pre-harvest contractors in the market. The findings indicated that most of
the farmers sold their produce through the pre-harvest contractor. Also, three main marketing channels
were found prevalent in the study area for the marketing of Litchi crops. The channel-C (Producer → Preharvest contractor → Wholesaler → Retailer → Consumer) was found to be the most preferred channel
as 50.28 percent of the produce was traded through this marketing channel. The price spread found to
be maximum in channel-C which, was ` 3372.81. The marketing efficiency which was, estimated using
Acharya’s method, discovered highest in channel-A followed by channels D, B, and C, respectively.
Highlights
m Channel-C (Producer → Pre-harvest contractor → Wholesaler → Retailer → Consumer) found to be
the most preferred channel in the study area, as 50.28 percent of the produce was traded through
this marketing channel.
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Litchi is a crucial fruit crop commercially grown
in some states with tremendous export potential
and plays a significant role in the economy. There
has been an ever-increasing demand for litchi
in domestic, and export markets. It is a native
of China and introduced in India in 18th century
and then after that, it spread to other parts of
the tropical and subtropical areas of the world.
In India the area under Litchi is 92000 hectares
with a production of 686000 MT. (NHB, 2018)
The major Litchi growing states are Bihar, West
Bengal, Uttrakhand, Jharkhand, Assam, Tripura,
Orrisa, and Punjab. Bihar accounts for the major
share (70%) of the country’s total litchi production.
Himachal Pradesh possesses vast potential for
growing subtropical and temperate fruits. There
is potential for growing different varieties of fruits

like mango, citrus, guava, and litchi. The low hills
and submontane zone of Himachal Pradesh are
suitable for Litchi cultivation; thus is a prominent
fruit crop among orchardists. In Himachal, Litchi is
confined mainly to the lower hills of district Kangra,
with more than 80 percent of the total area under
Litchi in the state. In Kangra, during 2017-2018, the
total area under Litchi was 3303 hectares with the
production of 3817 tonnes (Statistical Outline HP,
2018-19). Therefore in the process of creation of
Litchi, marketing plays a vital role as the producers
has to incur the production costs which are further
determined by the producer’s performance in the
How to cite this article: Kayastha, R., Sharma, R., Singh, N. and Sharma,
N. (2020). Economic Analysis of Marketing of Litchi (Litchi chinensis) in
Himachal Pradesh. Economic Affairs, 65(3): 343-348.
Source of Support: None; Conflict of Interest: None

Kayastha et al.

market along with the marketing efficiency of the
intermediaries, which influence the returns to the
growers. Therefore such studies are useful because
the marketing of Litchi is a complicated activity
due to its perishable nature. The present research
focuses on the economics of marketing of Litchi
in Himachal Pradesh to identify the marketing
channels, analyzing the marketing costs, marketing
margins, marketing efficiency, and price spread.

and the various intermediaries involved calculated
as follows:

C = CF + Cm
Where,
C = Total costs of marketing
CF = Costs paid by the farmers
Cm = Costs incurred by middlemen,

MATERIALS AND METHODS

Marketing margins

The study was conducted in the Kangra district of
Himachal Pradesh. This area was selected because
of its significant contribution concerning to the
area and production of Litchi in the state, thereby
providing a medium of income generation to the
growers. A Multistage random sampling technique
was used to select the Litchi growers. At the first
stage, 3 blocks namely, Bhawarna, Sulha, and
Nagrota Bagwan were selected out of 15 blocks
based on highest area under Litchi cultivation.
In the second stage, a list of villages from each
selected block was prepared, and two communities
from each block selected randomly. The list of
respondents was developed based on the area
under Litchi cultivation, and ten growers from each
community were selected randomly, thus forming
a sample of 60 farmers. Further, the data were also
collected from five wholesalers, five pre-harvest
contractors and five retailers selected randomly
from the Kangra District.

Marketing margin of middleman calculated as the
difference between the total payments (marketing
costs + purchase price) and receipts (sale price) of
the middlemen as:

Ami = PRI – (Ppi + Cmi)
Where,
Ami = Absolute margin of middlemen
PRI = Total value of receipts per unit (sale price)
Ppi = Purchase value of goods per unit
Cmi = Costs incurred on marketing per unit

Price spread
Generally, the economic efficiency of the marketing
system is measured in terms of price spread. The
smaller the price spread, the higher the effectiveness
of the marketing system. Price spread refers to the
difference between the price paid by the consumer
and the price received by the producer.

The study was based on both secondary and
primary data. The secondary data were collected
concerning to the area and production of litchi from
the Agriculture Department and block development
offices. The primary data was collected based
on pre-testing schedule by adopting a personal
interview method from the selected households in
the study area as well as the market intermediaries
for finding out the marketing costs, marketing
margins, marketing efficiency, and price spread.

Producer’s price
The net price received by the orchardist was
calculated as,

Pf = Ps – Pc

Descriptive tools
Where,

The marketing costs, marketing margins, and price
spread were calculated by conventional analysis
using averages and percentages.

Pf = Net price received by the producer
Ps = Producer’s selling price

Marketing costs

Pc = Marketing cost incurred by the producer’

The total costs incurred on marketing by the farmers
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percent of the whole produce was marketed through
this channel presented in Fig. 1, respectively.

Producer’s share in consumer’s rupee
Ps = (Pf /Pr) × 100

Share in total Quantity marketed

Where,
Ps = Producer’s Share in consumer’s rupee

Channel-D
15.39 %

Pf = Price received by farmer per unit
Pr = Retail price per unit/ Consumer’s purchase
price.

Channel-A
5.84 %
Channel-B
28.49 %

Analytical tools

Channel-C
50 .28%

Measurement of marketing efficiency
The marketing efficiency of different channels
was worked out by using the following Acharya’s
formula:

Fig. 1: Percent share of total quantity transacted through different
marketing channels

RP
−1
ME =
MC + MM

Marketing costs and margins by different
functionaries in different channels

Where,
ME = Marketing efficiency

In Channel-A, the total marketing cost incurred
by the producer’ worked out to be ` 183.95 per
quintal. In Channel-B, producer’ sold their produce
to the wholesaler in the market, which was `
251.83 per quintal, whereas in Channel-D, the total
marketing cost incurred by the producer’ worked
out to be ` 243.85 per quintal presented in Table 1,
respectively. The pre-harvest contractor was present
in the marketing Channel-C. The total marketing
cost incurred by the pre-harvest contractor in this
marketing channel was ` 625.46 per quintal. In
Channel-B and C the wholesaler spent ` 1191.93 and
1193.97 per quintal in the marketing, out of which
room rent, commission charges, and transportation
cost accounted for ` 1037.43 and ` 1039.48 per
quintal given in Table 2, respectively.

RP = Retailer’s price
MC = Total marketing cost
MM = Total marketing margins

RESULTS AND DISCUSSION
Marketing channels
Marketing of Litchi follows different channels before
reaching the ultimate consumer. In the study area,
four mains channels were identified, which are the
following:
Channel -A

Producer → Consumer

Channel -B

Producer → Wholesaler → Retailer →
Consumer

Channel -C

Producer → Pre-harvest contractor →
Wholesaler → Retailer → Consumer

Channel-D

Producer → Processing unit →
Consumer

The price spread is presented in Table 2. The
price spread found to be maximum in channel C
` 3372.81, followed by channels B, D, and A i.e.,
` 2689.85, ` 243.85, and ` 183.95, respectively. The
producer’s share in consumer rupee was maximum
in channel A i.e. 97.27 percent and minimum in
channel C i.e., 59.96 percent.

Most of the farmers sold their produce through the
pre-harvest contractor i.e., Channel-C. The total
quantity marketed through this channel worked out
to be 50.28 percent of the whole product the study
area, whereas channel- A promises higher share of
the producer’ in the consumer’s rupee. About 5.84
Print ISSN : 0424-2513
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Table 1: Marketing costs and margins of different functionaries in the various marketing channels of Litchi
(`/Quintal)
Channel A

Channel B

Channel C

Channel D

Net price received by the farmer

6547.84

5635.26

5050.75

4172.17

Transportation cost
Cost of gunny bags
Cost of basket
Loading / unloading
Carriage Charges
Telephone Charges
Total
Farmer’s selling price
Marketing cost incurred by the pre-harvest contractor
Gross price paid by the pre-harvest contractor
Loading / unloading
Packing material cost
Commission charge
Telephone Charges
Transportation cost
Mandi Tax
Total
Pre-harvest contractor margin
Pre-harvest contractor Selling price/ Wholesaler
purchase price
Marketing cost incurred by the wholesaler
The gross price paid by wholesaler
Cost components of wholesaler
Loading / unloading
Room rent
Telephone Charges
Transportation cost
Mandi Tax
Commission charge
Total
Wholesalers Margin
Wholesaler Selling price/ retailer purchase price
Marketing cost incurred by the retailer
The gross price paid by retailer
Cost components of retailer
Loading / unloading
Telephone Charges
Transportation cost
Mandi Tax
Commission charge
Total
Retailer Margin
Retailer Selling price
Consumer’ Purchase Price

60.67

85.25

75.63

24.50
75.68
15.70
7.40
0.00
183.95
6731.79

26.00
95.67
18.54
16.37
10.00
251.83
5887.09

24.75
98.37
16.73
18.37
10.00
243.85
4416.02

Sl. No.

Particulars

(I)

Marketing cost incurred by the producers

1
2
3
4
5
6
7

(II)
A
1
2
3
4
5
6
B
C
D
(III)
A
B
1
2
3
4
5
6
C
D
E
(IV)
A
B
1
2
3
4
5
C
D
E
(V)

5050.75
5050.75
10.45
100.50
303.05
10.00
100.45
101.02
625.46
300.00
5976.21

6731.79

5887.09

5976.21

16.75
588.71
20.00
95.50
117.74
353.23
1191.93
250.00
7329.02

16.75
590.75
20.00
95.50
117.74
353.23
1193.97
250.00
7420.18

7329.02

7420.18

18.75
10.48
30.54
146.58
439.74
646.09
350.00
8325.11
8325.11

18.75
10.48
30.54
148.40
445.21
653.38
350.00
8423.56
8423.56

4416.02

Price spread among different channels.
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Table 2: Price spread of Litchi among the different marketing channels (`/Quintal)
Particulars

Channel A

Channel B

Channel C

Channel D

Producer price (`)

6547.84

5635.26

5050.75

4172.17

Consumer’s price (`)

6731.79

8325.11

8423.56

4416.02

Price spread

183.95

2689.85

3372.81

243.85

Producer’s Share in consumer rupee

97.27

67.69

59.96

94.48

Table 3: Marketing efficiency of Litchi among the different marketing channels
Particulars

Channel A

Channel B

Channel C

Channel D

Marketing cost

183.95

2089.85

2472.81

243.85

Marketing efficiency

35.60

2.10

1.50

17.11

efficiency is concerned with the movement of goods
from producer to consumer at the lowest possible
cost consistent with the provision of services
desired by the consumers. The marketing efficiency
of various channels in the study area has been
computed by using Acharya’s method, was found
to be highest in channel-A followed by channels D,
B and C respectively. Though channel A has been
found to be most efficient but the volume transacted
was very less (5.84%).

and deliver the output to the point where it is
required after payment of fair prices to the farmers.
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