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Executive Summary

An exploratory cross sectional study was conducted to observe the price variation of the commonly available fruits in the wholesale and retail markets of Dhaka, Bangladesh. The target group was the retailers and wholesalers who are involved in fruit business in Dhaka City. Among the sample population 30 wholesalers, 30 retailers and 5 super shoppers were selected using purposive and random sampling method. They were interviewed with a pre-tested questionnaire and the data collection took place from 20th Mar 2012 to 10th April 2012. 

The market survey had been conducted on wholesalers and retailers scattering different part of the city as a result some interesting phenomenon were derived out of the research.  More preciously we tried to concentrate on the behaviors of the fruit market which are distinctly determined by the market forces. Under that segment we encountered some of the demographic information on the retailers like their permanent addresses, the ownership of the business entity, and approximated involvement in the business.

Afterwards we thoroughly emphasized on the major part of the survey which is the market behavior basing on the several factors. This survey obtained focused information about the selling price of the commonly available fruits in market. It also identifies the average price variation and searched for the underlying reason of this variation. Study found some common causal reasons like the transportation expenditure, measures of quality assurance tests, advertising and sales related costs. Potential correlations found among the expenditures and price of the fruits in the wholesale and retail market.

It was also found that in retail level the prices is comparatively higher for all the fruits and especially in the super shops the difference is very significant. According to the respondents, the main reason of this high price is their investment on quality, marketing and ensuring supply. But this high variation of price indicates the lack of market integration across the country and needs extra attention. 
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1.
Introduction & Background of the Study

Bangladesh enjoys generally a sub-tropical monsoon climate. There are three distinct seasons. From November to February a cool temperature (12-28 °C) and little or no precipitation prevails. Summer continues from March to May with a little rainfall, with temperatures as high as 40 °C. The monsoon prevails from June to October having high rainfall, humidity and temperatures from 25-35 °C.  A tropical location, lush greenery, moisture-rich loamy soil and production-friendly climate-all these make Bangladesh one of the notable growers of a vast range of fruits. More than 60 varieties of fruits are being grown in the country. Major fruits include mango, banana, papaya, jackfruit, pineapple, guava, litchi, lemon etc. Banana constitutes over 40 per cent of the total fruit production in the country. Most of these fruit are perishable in nature with high nutritional value and are available during the respective season of production. Among these fruits mango, jackfruit, litchi, banana, papaya, pineapple, watermelon, guava, lemon, star fruit, honeydew etc are available during the summer season between May and July. So, it is no surprise that summer in Bangladesh is called season of fruits especially for mango, jackfruit, litchi and jam (black berry), the popular crowd favorites. In taste, flavor and texture, scores of most these fruits in Bangladesh are higher than similar fruits in other countries. The cropped area under cultivation for fruits and vegetables is less than 5% and that too is seasonal in nature. The percentage of the total cropped area for vegetables is less than 2% and the overall production and productivity have remained fairly stable. Although the overall production of fruits has also increased marginally, the yield per acre has declined. 

There are very few industries for processing of fruits in Bangladesh. The annual requirement of fruits in the country is over 60, 00,000 metric tons. But current production is only around 15, 00,000 metric tons, leaving the country highly deficient in fruits production. Development of the fruit sector depends to a large extent on the existence of the level/ development of the value-chain of the fresh fruits and on the efficiency of the marketing system. So far, considerable achievement has been made in the production, exports and technological realm of the fruit sector.  However, the prices of fruits differ from wholesale to retain market in a significant rate. 

Variation of prices between locations and over time is a natural market phenomenon. In fact, price variation is necessary for the existence of a market, as it creates the incentives that attract market actors to engage in trade. But excessive variability of prices, to a large extent, is a reflection of a lack of market integration across the country. On the other hand, no or little variability in prices has often been the outcome of policy interventions. Market locations across space often lack integration due to inadequate provision of public goods (such as infrastructure), inefficient flow of information, imperfect competition,  and incomplete or missing institutions for risk management like credit and insurance-all of which qualify as sources of market failures. 

Understanding the degree of market integration and the total transfer costs between pairs of fruit markets can help diagnose problems in agricultural commodity markets.  For example, if market margins are significantly larger than the cost of transporting the fruits from one market to the other, this may indicate lack of market information, trade barriers, or credit constraints. Alternatively, if the costs of transportation are much higher between two markets than for other market pairs or in nearby countries, this may suggest that road quality, imperfect competition in the transport sector, or excessive checkpoints are an issue. 

2. Purpose of the study

The purpose of this research is to examine the price variation between wholesale and retail fruits markets in Dhaka, Bangladesh.  It does so by outlining a conceptual framework for understanding fruit price variation, summarizing the results from existing studies in market integration in Dhaka, and providing evidence from recently conducted surveys on the price variation. The paper is organized following this sequence and concludes with a summary and policy implications.

3. Specific Objectives

1.
To study the market price variation of fruits between retail market and wholesale market.

2.
To find the various factors affecting costs, pricing and profitability in each of the different markets

3.
To get an idea about the size of marketing margins and to identify the incidence of marketing costs on retail prices and wholesale prices

4.
To promote few recommendations for policy implication 

4. Research Design

4.1 Study design

A cross sectional exploratory study was conducted among 35 retailers (including super shops) and 30 wholesalers in different areas of Dhaka. Survey using a questionnaire was used to collect the data. The questionnaire was thoroughly pre-tested, which involved: a pilot test and data analysis on the initial items to test for reliability. The aim of the study was to investigate the socio demographics, their background in business, the price variations in fruits between retail and wholesale market, their expenditure for marketing and maintenance of quality, their understanding about the reason behind this variation etc. It was also organized to establish the correlation between the marketing margin and high rate of price, efforts for quality management and high rate of prices etc to establish the genuine reason behind the variability across the market.

The study was, therefore designed into the following three schematic parts:

Part one:     This section explored-

 (a)   
Socioeconomic profile of the sellers.

•
Age, geographical origin, business background, status of business establishments, etc.

 (b) 
Different price rates of fruits.

•
Selling price rates of the commonly available fruits.

•
If all the fruit items behave equally in price variation.

 Part two:
Their idea about the reason of price variation in the market

•
Marketing expenditure.

•
Quality assurance.

•
Number of levels between production to consumption.

Part three:
To see the association of the following characteristics on prices of fruits in the market of Dhaka.

•
Some socio-economic characteristics are considered, their background in current business, status of having family business, etc.

•
The marketing margin. 

•
Expenditure on transportation.

•
Investment on maintaining quality.

4.1. 1
Study location

The study was conducted in and around Dhaka Metropolitan City among the selected wholesale, and retail shops.

4.1.2 
Study population

All the wholesalers and retailers in the fruit markets of Dhaka were our study population.

4.1.3 
Sample size selection

The sample size was determined by considering the proportion of population involved in Fruit Business in Bangladesh. We know that, the percentage of the total cropped area for vegetables is less than 2% and below 0.56% of total population in Bangladesh are involved in fruit business (Source: Integrated Horticulture & Nutrition Development Report, Department of Agricultural Extension, UNDP, and FAO. Annual Report 2011).

The sample size was determined by using the following formula:

n=
Z² x p(1-p)

 
E²

Here: 

n = required sample size

Z = confidence level at 95% (standard value of 1.96)

p = estimated population involved in fruit business of Bangladesh, 0.56%

E = margin of error at 2% 

So the sample size should be at least:

n= 1.96²*0.0056*0.9944/0.05²

So, n = 53

We have selected total 65 samples.

4.1.4 
Development of questionnaire

The questionnaire consisted of three major components: 

1.
General information and business background of the shoppers. 

2.
Current selling prices of various available fruits at their end.

3.
Their expenditure on marketing, transport and quality factors and its impact on the prices of the fruits.

A detailed of the questionnaire is given in appendix.

4.1.5 
Time frame

Data were collected from 20th Mar 2012 to 10th April 2012.

4.1.6
Sampling Method

A sample of 30 wholesalers, 30 retailers and 5 super shoppers in the fruit markets of Dhaka, Bangladesh were selected in purposive & random sampling method.

4.1.7
Overview of data collection method

There were 5 persons in the research team and all of us were engaged in collecting data at a proportional rate.

5
Results & Discussion:

Table 5.1: Experience of the shoppers in fruit business

Duration
Frequency
Percentage

Less than 1 year
2
3.08

1 to 3 years
18
27.69

More than 3 years
45
69.23

Total
65
100

This table shows that about 70% of the respondents are in fruit business for more than 3 years.

Table 5.2: Status in Business establishment

Type of Business
Frequency
Percentage

Family Business
27
41.54

Own Business
20
30.77

In a job
18
27.69

Total
65
100

This table represents that about 31 percent of the total respondents own their fruit business; in about 42 percent cases the fruit business is inherited from their family and the rest 28 percent is in a job.

Table 5.3: Price variation of the commonly available fruits between retail and wholesale market

Name of the Fruits
Average Price at Retail shops (BDT in per kg)
Average Price at Wholesale markets (BDT in per kg)
Difference (BDT in per kg)
Percentage

Apple
145
95
50
34.48

Pears
120
80
40
33.33

Orange
140
100
40
28.57

Grape
350
280
70
20

Pine Apple
50
25
25
50

This table shows that there are huge price differences among the retail and wholesale markets of fruits. In retail shops the prices of fruits are higher than the wholesale market in various percentages. For example Mango: 35%, Apple: 34%, Pears: 33%, Orange: 28%, Grape: 20% and Pine Apple 50%.

Graph 5.a: Respondents comment about the existence of price fluctuation in retail and wholesale markets

 This graph shows that all the respondents (100%) commented that the prices of fruits in retail and wholesale market vary in all point of time.

Table 5.4: Food item in which the price varies most between whole sale and retail shops

Food Items
Frequency
Percentage

Vegetables
15
23.08

Fruits
22
33.85

Rice, pulse, flour
8
12.32

Oil
15
23.08

Fish, Meat
5
7.69

Total
65
100

According to the respondents the highest variation found in the food items among whole sale and retail market is fruits (about 34% commented so) and then vegetables and oil (about 23 %).

Graph 5.b: Number of recognized steps between the production and put on the  market

This graph says that in about 57% cases the number of stages between production and selling is 4 to 5

Table 5.5: Finding reasons behind this price variations

Causes Behind Price Variation
Frequency
Percentage

Multiple hands between production and distribution
37
48.31

Advertising, Sales and Marketing cost
34
4.24

Environment of the Market
27
22.88

Quality of the products
20
24.58

Total
118
100

N.B.: Multiple answers considered

This table shows that the major reason (48.31%) of this price variation is the number of hands involved in the production and distribution of this fruits. Where the number of stages is higher, the price is also higher. The second important reason found that in retail and super shops the marketing cost impacts the higher prices of commodities there.  The another two found important reasons are environmental advantage and quality control of the sold product that makes the prices higher in retail and super shops.

Graph 5.c: Exploring various advertising techniques taken to increase sales 

This table shows that the most commonly used technique (about 43%) is to call customer through any appointed person. Another most effective way is the attractive environment (33% of respondents commented so) which is mainly applicable for the super shops. Usually in super shops the environment is neat and clean, air-conditioned and available items are well organized. Some shops provide advertisement in newspaper or distribute leaflets (13%).

Graph 5.d: The impact of advertising expenditure in the prices of the fruits

This graph says that according to our findings in most of the cases (about 92%) there is a strong correlation between the marketing expenditures on the high price of the fruits. The rest respondents commented that it has very little or no impact as the sales increases due to marketing activities.

Graph 5.e Steps taken to assure the quality of the fruits

This graph shows that most of the respondent (about 45%) mentioned that they gather the fruit from their known and reliable sources directly from their home-town or known place where they get good quality of fruits and where no chemicals or preservatives are used. Some also mentioned that they use their own judgment and experience to select quality fruits (about 28%). Another portion of respondent (20%) mentioned that they do not do anything regarding the quality assurance of the fruits, and a very few portion (only 7%) commented that they apply chemical tests to ensure quality (in super shops only).

Table 5.6: The impact of quality assurance test in the prices of the fruits

Impact
Frequency
Percentage

Yes
57
87.69

No
8
12.31

Total
65
100

According to our findings, 88% of the respondents said that executing quality assurance tests will increase the price of the fruits, and 12% of respondent thinks that the tests do not affect the price at all.

Table 5.7: The effect of price variation on customer's reaction

Customer's Reaction
Frequency
Percentage

Customers bargain more
59
90.77

Customers does not accept price variation
4
6.15

No effect
2
3.08

Total
65
100

This table says that majority of the respondents (91%) think that due to price increase, customers bargain more than before. Very few (6%) thinks that customer does not accept the increment of price and do not buy that at all and a small portion (2%) thinks that the increment of price do not have any impact on customer’s reaction.

Table 5.8: Respondent’s view on improving the price variation status

Improvement step
Frequency
Percentage

By making law
3
4.62

Increasing monitoring system
7
10.77

Specifying the maximum price
5
7.69

Ensuring Supply
30
46.15

Infrastructural development
20
30.77

Total
65
100

Majority of the respondents (46%) thinks that by ensuring supply in the market this price hike situation can be improved. About 31% of the respondents advised that it can be improved by developing the infrastructural systems, like transportation, road security, good governing systems etc. About 11% of the respondents commented that increasing monitoring system will be helpful and about 8% & rest 5% voted for specifying the maximum selling price and by making law and enforcing that properly the situation can be improved.

6.
Summary & Conclusion:

In the study the findings were somehow interesting. The market does have huge potentiality as a result there is about 20% to 35% price margin variation within the wholesale and the retail. The market is demanding the patronization from the legal entities which might stabilize the price as well as mitigate the problem associated with the channel of distribution. 

The study results as most of the respondents are in fruit business for more than 3 years and about most of the respondents inherited their business from family, others have started their own business and in a job. There are huge price differences found among the retail and wholesale markets of fruits. In retail shops the prices of fruits are higher than the wholesale market in various percentages. All the respondents commented that the prices of fruits in retail and wholesale market always vary. According to the respondents the highest variation found in the food items among whole sale and retail market is fruits and then vegetables and oil.

In effort to find the intermediaries this study found that in about 57% cases the number of stages between production and selling is 4 to 5, in 15% cases it is above 5. According to the study population the major reason of this price variation is the number of hands involved in the production and distribution of this fruits. Where the number of intermediaries is higher, the price is also higher. The second important reason found that in retail and super shops is the marketing cost impacts the higher prices of commodities there.  Another two important reasons are environmental advantage and quality control of the selling fruits that makes the prices higher in retail and super shops. The most commonly used advertising technique in these shops is to call customers through any appointed person. Another most effective way is the attractive environment which is mainly applicable for the super shops. Some shops provide advertisement in newspaper or distribute leaflets. The investment is more or less fixed in the business on the people to attract the consumers rather than advertising or decorating the stores. In super shops people usually prefer to go for shopping as they believe the quality is ensured here. Moreover the controlled and good environment pursues customers to visit and buy, who can afford the high prices. According to the findings in most of the cases there is a strong correlation between the marketing expenditures on the high price of the fruits. The rest respondents commented that it has very little or no impact as the sales increases due to marketing activities. Regarding quality assurance measures most of the respondents  mentioned that they gather the fruit from their known and reliable sources directly from their home-town or known place where they get good quality of fruits and where no chemicals or preservatives are used. Some also mentioned that they use their own judgment and experience to select quality fruits. Another portion of the respondents mentioned that they do not do anything regarding the quality assurance of the fruits, and a very few portion commented that they apply chemical tests to ensure quality (in super shops only). It was found that executing quality assurance tests increases the price of the fruits, and but very few respondents commented that the tests do not affect the price at all. 

Price variations puts some short term impacts in the market like: the majority of the respondents think that due to price increase, customers bargain more than before. Very few thinks that customer does not accept the increment of price and do not buy that at all and a small portion thinks that the increment of price do not have any impact on customer’s reaction. Majority of the respondents think that by ensuring supply in the market this price hike situation can be improved. Other respondents advised that it can be improved by developing the infrastructural systems, like transportation, road security, good governing systems etc. Rest of the respondents commented that increasing monitoring system will be helpful and some others voted for specifying the maximum selling price and by making law and enforcing that properly the situation can be improved.

7.
Limitation of the study: Of course this study has some limitations; like:

a.
Time constraint: Due to time limits this study was performed in a small scale and the scope of the study was also very small.

b.
Narrow range of analysis: The data analysis of this study was also less extensive.

c.
Niche Market: To check the price variation among all the markets we should have broadened our study but due to time constraint we have taken only the fruit market in consideration.

8.
Recommendations: 

1.
Strict Regulatory Measures: Government and regulatory bodies should employ active parties to supervise the market integration process for reducing price difference across the market.

2.
 Ensuring smooth Supply: Lack of smooth supply often causes price hike which impacts the wholesale and retail market differently. Government steps to support the producers and suppliers will help in this regard.

3.
Development of Communication Infrastructure: Our analysis shows that fruit producers in Bangladesh received a low proportion of consumer’s price as observed in marketing cost.  The marketing cost was high because of the higher transportation cost due to poor infrastructure facilities like absence of all-weather roads connecting the village clusters with markets, virtual absence of public transport system etc., absence of strict implementation of market regulation act, and the involvement of a large number of intermediaries charging abnormally high profit margin in comparison to their services rendered.  It is suggested that to improve the share of the producers, it is necessary that the marketing cost involved must be reduced.  This is possible only when the infrastructure facilities are developed.

4.
Regular Monitoring: The fruit markets should be monitored on regular basis to prevent the market player to have large impact.

5.
Specific Price Chart: For every season if a specific selling price of fruits can be defined then it would be helpful to integrate the marketing process.

Moreover other measures like good governance, security at road, policy implications to prevent robbery and unfair demand of police in transport will also be helpful to integrate the market.
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The Questionnaire


6.
How old are you?

7.
Did you establish the shop with your own investment or it is your family business?

8.
Does he owe the shop or it is on rent?

9.
The duration of your business?

10.
What are the prices of different fruits?

11.
How do you attract or market your fruits ? what are the steps?

12.
What portion of your expenditure is marketing  cost? 

13.
Do you buy  from the importer or producer ?

14.
What is your transport? What portion of  your expenditure is transport cost?

15.
What measures do take to maintain the quality of fruits?

16.
Approximately how much people buy fruit in a day?

17.
How many fixed consumer s do you have?

18.
According to you What are the reasons of price variation ?

19.
What are the reactions of consumer about the price variation?
