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The present era of globalization is marked by the dominance of market as the main driving force of the economy. The market in any of its form not only influences the economic agents, but also brings about structural change in the international economic order.  The economic integration among the nations is an example. The basic objective of such integrations has been to create large international market for trade, which, in turn, paves the way for economic development in the member countries. The economic reform in India, since the beginning of the nineties is a step towards integrating India with the rest of the world and the Indian market with the global market. Market has, infact, emerged as the guiding force of the Indian economy. Consequently, the importance of the market institutions have increased manifold in India. However, the evolution of markets and the market institutions has not been uniform throughout the nation. This is because market needs a minimum level of advancement of the agents in the economy as a pre-requisite of its successful operation. For example, in the north-eastern part of India the development of market is entirely different from that in the rest of the country. The comparison becomes even more difficult when the place of reference within north-east India is a border state like Arunachal Pradesh. Located in an extreme corner, the state is surrounded by China and Myanmar. Given its strategic importance, the emergence of a strong market-economy in this place is a remote possibility. Here arises the necessity of some effective market institutions, which can play a really decisive role in this matter. In the absence of any effective operation of the private sector, the obvious choice appears in the form of government intervention. Though a number of arguments can be put forward to claim that distortions and thus economic inefficiency arises when government is involved in the business of private goods, in the absence of any other viable alternatives, it becomes the only solution in a backward economy like the economy of Arunachal Pradesh. The modified objective then becomes how to extract maximum possible benefit from such an action subject to various limitations. The paper is aimed towards this objective only.
According to the 2001 census of Government of India, over 70 per cent of the total population of Arunachal Pradesh lives in rural areas. The latest estimate of the National Sample Survey Organization (NSSO) reveals that still over 56 per cent of its population earns its livelihood from the primary sector. The land ownership pattern as also the crops produced in the state vary from one place to the other and from one tribe to another. However, rice, maize, millet, vegetables, pulses, wheat, oilseeds, spices and sugarcane etc. are recognized as the main crops of the state. Inadequate transport and communication facilities with underdeveloped infrastructure have become the main hurdles in the development of agriculture here. Because of these shortcomings, the remote parts of the state, which incidentally produce a significant share of the agricultural produces, are normally deprived of the supply of necessary inputs in the form of fertilizers, chemicals, pesticides etc. In the same way, the produced crops also face the problem of transportation to the markets. Though the traditional agricultural produce of the tribal people are primarily meant for self consumption, there is evidence to claim that attitudinal change among the tribal cultivators has started to come to the fore with the gradual increase in the production of marketable surplus, which are brought to the nearby local markets by the farmers themselves. Change in the cropping pattern is also noticed in the recent time. The cash crops like ginger, mustard, cardamom and green chilly; the horticultural produces having extensive demand like orange, apple, pineapples and some traditional crops like paddy, buckwheat, vegetables, etc. have started to figure in the list of marketable crops. However, due to the geographical and infrastructural constraints proper marketing of these products often becomes impossible. The Agriculture Produce Marketing Committee (APMC), operating in the state since 1998 is the only state owned organization looking after the marketing aspect of these produces. The present paper is an attempt to evaluate the outcome of Government intervention in case of marketing of agricultural produce by analyzing the functioning of APMC as a market institution in Arunachal Pradesh. 

We shall discuss the problem of marketing of agro-products in Arunachal Pradesh with special reference to Lohit district. A profile of this  district is in order.  The district is spread over 11402 sq km. According to the estimates of the 1991 agriculture census, the total cropped area consisted of over 69 per cent  of the total operated area of the district1. Per capita net sown area is 1.71 hectare2. As per 2001 census, the district has a population of 143478. Out of which 116882 are in rural areas while 26596 are in urban areas. While at the state level 58.44 per cent of the total population is cultivators and 3.85 per cent is agricultural labourers.  Lohit district has 57.64 per cent of its total population as cultivators and 6.53 per cent as agricultural labourers. The major crops produced here comprise of paddy, maize, millet, buck wheat, pulses, oilseeds, potato, ginger, turmeric, chilly, sugarcane, cardamom, vegetables, black grams, green tea leaves, orange and pineapple. Tezu is the district headquarter. Till the district was divided a few months back to give birth to Anjaw district, Lohit used to have three sub-divisions Tezu, Namsai and Hayuliang. It has seven blocks Tezu, Namsai, Wakro, Lekang, Hayuliang, Walong and Chaglagam. Tezu has two circles Tezu and Sunpura. Both are plain areas and are connected through roads and rivers to the nearest important market of Tinsukia in Assam. While Tezu produces, ginger, mustard, black gram, maize and vegetables, Sunpura has huge amount of rice cultivation along with some buck wheat, maize, mustard and ginger production. Namsai has four circles viz. Namsai, Chowkham, Piyong and Mahadevpur. Namsai is urban and it has huge volume of pepper and mustard cultivation. Chowkham has a rich tradition of agriculture. It is famous for producing the Khampti rice. It also produces mustard. Presently in both Tezu and Chowkham, soyabin is produced on trial basis. Piyong also has a reasonable volume of mustard and ginger. Mahadevpur produces buck wheat. Wakro consists of only one circle Wakro, which has orange production. All the circles of Namsai and Wakro are connected with roads to Tinsukia. These are the plain areas. The rest of three blocks are located in the hilly terrain. All the four circles of Hayuliang i,e Hayuliang, Manchal, Goiliang and Hawai have rich cultivation of cardamom, cinnamon, maize and ginger. Among the horticulture products, cultivation of orange is important. Except Hayuliang and recently Hawai, all the circles are located at remote places and are not connected by any motorable track. As a result, the marketable crops produced here do not have direct access to markets and more over, transportation of these crops through a number of transshipments is often a costly affair. The two circles in the Walong block viz. Walong and Kibithoo and the only circle of Chaglagam block i,e Chaglagam are located in the remotest parts. In fact, Kibithoo is the last Indian village before the Sino-Indian border starts. The cultivation pattern and the varieties of crops produced in this part are the same as that of the Hayuliang block.

The cropping pattern, found in the district in the recent period, reveals the relative importance attached to different crops produced here. 

Table 1 provides such figures:

Table 1
Cropping Pattern and Yield of crops in Lohit District during  2001-04

(Area in Hectare, Yield in Metric ton) 
	Crops
	2001-02
	2002-03
	2003-04

	
	Area
	Yield
	Area
	Yield
	Area
	Yield

	Paddy
	47.95
	1.40
	36.71
	0.91
	36.87
	1.36

	Maize
	34.47
	1.13
	23.44
	1.12
	23.42
	1.10

	Millet
	2.22
	0.95
	1.89
	0.95
	1.91
	0.96

	Wheat
	1.26
	1.70
	0.88
	1.70
	0.88
	1.70

	Pulses
	5.82
	1.13
	4.02
	1.13
	3.98
	1.10

	Oilseeds
	35.85
	1.20
	23.77
	1.20
	23.66
	1.20

	Potato
	2.60
	8.20
	1.63
	8.20
	1.50
	8.20

	Ginger
	3.00
	10.00
	1.80
	10.00
	2.32
	9.00

	Turmeric
	0.38
	2.50
	0.23
	2.51
	0.24
	2.50

	Chillies
	0.44
	1.40
	0.32
	1.40
	0.32
	1.40

	Sugarcane
	0.07
	10.00
	0.04
	10.00
	0.04
	10.00

	Vegetables
	9.13
	2.40
	5.26
	2.40
	4.85
	2.40


Source: Directorate of Agriculture (Agricultural Census Division), Government of Arunachal Pradesh, Naharlagun
Table 1 points to the fact that among the crops, the largest share of land is under cultivation of the traditional crops like paddy and maize. Among the cash crops oilseeds, mostly in the form of mustard, has the highest stake in the total cultivated area. Except maize, the other two crops are produced in the plain areas of Sunpura, Namsai, and Tezu. Therefore, the marketing of these crops do not involve any serious hurdles. More over, these places are nearby to the big market towns of Assam like Tinsukia and Sadia. 

The yields of the cash crops like sugarcane, ginger and potato are more than that of some traditional crops. Sugarcane and potato have local markets. But ginger is produced in equal intensity in the plains as well as in the upper parts. Hayuliang and Walong and their surroundings have huge marketable production of ginger. These areas also have surplus production in orange, small-size cardamom and cardamom capsules. But here lies the problem of marketing. In the absence of any proper communication network, the cultivators in these remote areas face difficulties in taking the crops to the market. As a result, they have to depend on the traders from the adjoining state. The cultivators here also do not possess adequate information regarding the existing market prices of the crops. As a result, in case of the cash crops like ginger, cardamom and cinnamon, often the traders purchase the crops from the farmers paying them less than what the current market prices are. Moreover, there are certain products like orange, in which case, as soon as the fruiting starts, the traders come to these remote parts, fix the price and book the crops in advance. They also make partial payment to the farmers beforehand. The poor farmers become happy after getting that lump sum money. The price, fixed here, is, in general, less than what will be its potential future market price. In order to persuade the farmers to accept their proposals these traders do not even bother to pour money to meet the needs of the farmers. Such exploitations of the tribal-farmers are nothing new. It was there during the colonial period also, when barter system of exchange used to prevail in this part of the world. Sikdar (1982) mentioned that the trade fairs organized frequently during this period at the foothills used to bring in the tribesman in contact with the traders from the plains. The traders took costly items like opium, rubber, elephants and ivory against the cheap items like salt and cloth. For this the tribesmen did not even care for their valuable forest resources, which used to get depleted due to continuous and harmful extraction of rubber. The traders made huge profit out of that. They advanced cash to the hill people against pledged forest products. All these had started to distort the fabric of the tribal economy. The present generation of administration should take lesson from past and put efforts to make the tribal economy free from such exploitations. Only an effective market institution can reach to the core of the problem and contribute in a large way for its solution.  

The Agricultural Produce Marketing Committee (APMC) is in operation in Arunachal Pradesh since 1998-99. It is a wing under Directorate of Agriculture, Government of Arunachal Pradesh. As per the Arunachal Pradesh Agricultural Produce Marketing (Regulation) Act, 1989, the functions of the APMC include better regulation of marketing of agricultural produces along with setting up of markets for such produces and their administrations3. 

Table 2  

Agricurltural Crops Marketed In Lohit District
 (in metric ton)
	Crops
	1998-99
	1999-00
	2000-01
	2001-02
	2002-03
	2003-04
	2004-05

	Paddy
	350
	671
	811
	581
	475
	7717.25
	887.05

	Ginger
	5014
	1934
	1257
	2676
	1730
	1257.12
	662.85

	Maize
	197
	350
	      453
	327
	229
	3490.50
	620.68

	B/Wheat
	5
	5
	29
	70
	439
	---
	99.10

	Mustard
	553
	303
	556
	303
	224
	728.23
	993.58

	Green chilly
	---
	---
	---
	---
	---
	1.25
	0.86

	Black gram
	---
	---
	---
	---
	---
	231.27
	52.45

	Cardamom
	---
	---
	---
	---
	---
	42.10
	24

	Cinnamon
	---
	---
	---
	---
	---
	3.0
	

	Green tea leaves
	---
	---
	---
	---
	---
	737.55
	3422.5

	Orange 
	---
	---
	---
	---
	---
	24,42,000 pc
	9,04,000

pc

	Lemon
	---
	---
	---
	---
	---
	5000 pc
	7989.87

	Vegetables
	---
	---
	---
	---
	---
	---
	25.93


Source: Office of the District Agricultural Officer, Tezu

In Lohit district also, the organization has a branch. However, its present job profile is far from what it is supposed to be. It issues licence to the traders who come to the district to procure crops. Against such licence the agency collects a prescribed fee. Again before the traders leave the district with the crops, they pay cess to APMC. Chapter III of the Act clearly mentions that the ‘cess or fees so levied shall not be less than two rupees per one hundred rupees of the price of the agricultural produce’. The entire money thus collected sums up to revenue earned by the organization on behalf of the Government of Arunachal Pradesh. The activity of the APMC in the form of revenue collection is presented in table 2 which makes it clear that the number of crops with marketed surplus has significantly improved over the years. However, this spurt is the result of the initiatives of the farmers. 

The revenue, in the form of cess, collected by the APMC in different years is given in table 3. 

Table 3 

Revenue earned by APMC in Lohit District
	Year
	Revenue (Rs. Lakhs)

	1998-99
	4.51

	1999-00
	2.87

	2000-01
	2.67

	2001-02
	3.04

	2002-03
	2.35

	2003-04
	4.45

	2004-05
	12.26


    Source: Office of the District Agricultural Officer, Tezu

The revenue kept on varying, though within a narrow range. However, in 2004-05 there was a significant jump, which, according to the office of the DAO, Tezu, was mainly due to the upward revision of the prices of the crops. The increase in the varieties of marketable crops during the last two years also had bearings on such increase in the collection of cess. However, it is true that APMC has failed to emerge as an effective marketing institution in the field of agricultural marketing in Arunachal Pradesh. The argument that is generally put forward for such failure is the fund crunch of the organization. However, it is still possible for the APMC to play a more comprehensive role and that too by not putting any extra burden on the government exchequer. Following what the traders do at present, the APMC will have to begin its investments before the harvest starts. The entire cost of such operation can be recovered when the organization, working as a real market institution, procure crops from the farmers and market it at some profit. This will benefit the farmers because even though officially and on paper the traders pay the farmers proper price, in reality, taking the advantage of the farmers’ ignorance about the existing prices, they pay less than what they are supposed to. If APMC undertakes such activity, at least the farmers will get more prices for their crops. The APMC can earn profit by marketing the crops across the country. This profit can be utilized to recover the cost of the project and also to improve infrastructural facilities in rural area. 
The whole argument can be formalized with the following assumptions: 

Assumption
1. Any marketing agency is guided by profit motive. But unlike the private traders, the APMC, being a state organization,  tries to maintain balance between its profit and welfare motives. 

2. There is free entry in the market that means no license fee is collected from the traders in order to allow  them to enter the market. 

3. Any marketing agency is supposed to pay the farmers the price of the produce fixed by the government.

4. Market imperfections exist. The cultivators do not have perfect knowledge about the prices of the crops fixed by the government and also about the existing market prices.

5. A single crop is produced in the remote parts of the district.

The present system:

Let, 

Traders’ pre-harvest investment    

=  x  

Volume of production                   
  
=  y

Price of the produce set by the government    =  pf

Actual price paid to the farmers by traders 
=  pz
Thus, the farmers’s revenue


=  pz.y

Cess @ t paid by the traders to APMC
=  t.pf.y,         t < 1

The cost of production of the crops
 
=  x + pz.y + t.pf.y

Prevailing market price 


=  pm,          pm>pf>pz>0

Total revenue earned by the traders

=  pm.y

Thus, the trader’s profit 


=  pm.y – (x + pz.y + t.pf.y) 

 





=  y(pm – pz – t.pf) – x

 Normally, this is positive.             So, 
y(pm – pz – t.pf) – x > 0

                                                        i,e

x/y < pm – pz – t.pf
   x/y is the pre-harvest investment per unit of output produced and marketed.

If the same activity is undertaken by the APMC, then

APMC’s pre-harvest investment 

=  x

Volume of production 


=  y

Price of the produce set by the government
=  pf

Actual price paid to the farmers

=  pf
The farmer’s revenue



=  pf.y

Total cost of production


=  pf.y + x

Prevailing market price


=  pm
Total revenue earned by APMC

=  pm.y

So, profit for APMC



=  pm.y – (pf.y + x) 

This profit will be positive, 






if
pm.y – (pf.y + x) > 0






i,e  if     x < pm.y – pf.y






i,e  if     x/y <  pm - pf
Two points need be noted:

(i)    
pm – pf > pm – pz – t.pf  


     if    
t.pf  > pf - pz
  i,e  if      t > (pf - pz) / pf. 

If this condition is fulfilled, 

(a)  justifying the welfare motive of APMC, the pre-harvest investment by APMC per unit of the output will be more than that by the traders  

when 
          pm – pz – t.pf  < x/y <  pm - pf 

(b) The profit earned by the APMC is more than that earned by the trader. This will happen as the difference between the profits earned by the two is given by:

           


[pm.y – (x + pf.y)] – [pm.y – (x + pz.y + t.pf.y )] 


   


   =  pf.y (t – 1) + pz.y


     


   =  y[pf (t – 1) + pz]

                                                     Since y > 0,

this difference in profits will be positive if 

[pf (t – 1) + pz] > 0

                                     i,e  if    t > (pf - pz) / pf  

Thus the crucial condition to be fulfilled in this model is that the cess imposed by the government should be greater than the proportionate difference of the procurement price and the actual price paid to the farmers for each unit of procurement price. This difference is also one of the measures of exploitation of the farmers.

(ii) Since pf.y > pz.y, the farmers earn more revenue when APMC is fully involved in procuring and marketing of the crops.

The model outlined above shows that subject to the fulfillment of the condition, APMC can emerge as an effective marketing institution. The farmers’ exploitation will be less.

This model also shows that there will not be any extra burden on the government exchequer for this project since the entire cost incurred by the APMC will be recovered from its profit.

Conclusion and Recommendations
The study has found that only government intervention is not sufficient to ensure better market access. In fact, the Agricultural Produce Marketing Committee has failed to fulfill the aspirations of the rural economy of Arunachal Pradesh. The respective wing of the Government needs to assume a greater role to free the cultivators from exploitations and make the economy more dynamic and vibrant. To overcome such shortcomings following recommendations are may be noted:

1. Giving due weightage to the problem, a separate department for agricultural marketing can be created in order to carry out its function more intensively and more effectively. 

2. It is required to build up proper infrastructure like cold storage facilities, ware houses etc., which will minimize damage and wastage of crops.
3. The APMC will have to invest before the harvesting starts. This includes investments to purchase seeds, fertilizers, chemicals, pesticides, insecticides etc. and to ensure adequate water supply to the land. After harvesting, APMC will have to procure the marketable crops from the farmers and transport these crops to the markets.
4. Earned profit of the APMC can be spent on further improvement of the infrastructures in the rural areas and for the welfare of the farmers.
5. APMC can also work in collaboration with some national agricultural marketing agencies in order to have access to the major markets across the country in a more cost effective manner.
6. An intensive initiative on the  part of the APMC is needed to mould the cropping pattern according to the nature of demand generated in the markets.
7. APMC should possess perfect knowledge of the existing demand and prices of the crops in the markets and for that it must have a sound market intelligence network. This network will communicate the information on the prices to the cultivators and also generate awareness among the cultivators to adopt more market-oriented cultivation.
8. APMC should keep a strict vigil on the traders so that they cannot dupe the farmers of their dues.    
Notes
1. Calculated from the data available in Arunachal Pradesh Agriculture Census (90-91), Series 5, Vol-III.

2. Directorate of Economics & Statistics, Government of Arunachal Pradesh, Statistical Abstract of Arunachal Pradesh 2003, Itanagar.

3. The Arunachal Pradesh Gazette, Extraordinary, Published by Authority, No. 305, Vol. IV, Naharlagun, Friday, Se), 
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