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Abstract

A financially efficient market creates a better infrastructure in the market yard which further attracts more
market arrival and increases the income of the farmers. Thus, the present study was conducted to examine the
financial efficiency of the regulated markets in Punjab based on the primary data. The stratified random sampling
technique was used to select the sample of nine markets from the three agro-climatic zones of Punjab belonging
to small, medium and large sizes. Results revealed that the income and expenditure of the regulated markets
had increased during the study period and the major source of the income was market fee and expenditure was
establishment works. It was found that both the income and expenditure were directly proportional to the size of
the markets. Further, to check the efficiency of the markets, the income-expenditure ratio, income-establishment
expenditure ratio and income-construction ratio were calculated and it was studied that large and medium
markets were financially more efficient as compared to small ones. The financial ratios were more than one
for the selected markets which mean income was greater than expenditure and during the last eight years,
the market committee had gained profit and had worked efficiently. Zone-wise analysis stated that markets
of Zone-I were not financially efficient as compared to Zone-II and Zone-III due to less market arrival in the
markets which consequently had the lesser market income from the market fee. The study concluded that an
efficient agricultural marketing system can be evolved by improving, strengthening and optimally utilizing the
existing funds of regulated markets.
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act to guide, supervise and control the market committees
of the state (Kaur and Kaur 2003). The market committees
numbering 153 levies and collect the market fee on the
sale and purchase of the agricultural commodities at a rate
determined by the mandi board and contribute to the market
development fund (MDF) of the mandi board from their
incomes, based on the volume of market fees collected
by these market committees. Besides this, the concerned
market committees spend the amount of funds for various
establishment and construction works.

Introduction

The importance of agricultural marketing has always
remained a hidden fact till the mid-fifties. The importance of
orderly marketing of agricultural commodities in the overall
welfare of the Indian economy was realized in late fifties.
Though a model bill was prepared in 1938 by the Central
Agricultural Marketing Department based on the findings
of the Royal Commission on Agriculture submitted in 1928,
the regulation of markets got momentum only after late
fifties. It has been argued that an increase in the output of

farm produces would have been a distant dream without the
development of a regulated and efficient system of marketing
(Dasan 1997, Rangi 1990, Rangi and Sidhu 1998 and Gupta
and Bharadwaj 1996, Singh and Goyal 2019).

Realizing the importance of regulation in agriculture
marketing, the Punjab state passed the Punjab Agricultural
Produce Market Act, 1939 which was modified in 1961 and
is in effect till date. The Punjab State Agricultural Marketing
Board (Punjab Mandi Board) was established under this
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An efficient agricultural marketing system can be an
effective agent of change and an important means of raising
the income level of the farmers and the satisfaction level of
the consumer. It supports in the optimization of resource use,
output management, increase in farm incomes, widening of
markets, development of agro-based industry and addition
to national income through value addition and employment
creation (Acharya, 2006). Thus, an effectual marketing
system can be harnessed to progress the quality of the masses
(Sidhu,1990).
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Thus the Punjab model of agricultural regulated markets
in Punjab is a distinctive one, where certain amounts of
the market fee is levied on the market arrivals to generate
income and further infuse a part of this income for the purpose
of constructing necessary market infrastructural facilities
including link roads in the rural areas which will increase
the efficiency of the marketing system. So the financial
performance of the regulated agriculture markets is really
important because of the overall development of the agrarian
community but also as the better allocation of these funds for
the better infrastructure and basic amenities in the regulated
agriculture markets depends upon it, which further attracts
more market arrival and increase the income of the farmers.
Therefore, the present study was conducted to identify the
source of income and expenditure, the magnitude of income
and expenditure and financial efficiency of the regulated
markets in Punjab.

Data sources and Methodology

The study has been conducted in all the three agro-
climatic zones of Punjab state during the year 2019-20. The
stratified random sampling technique was used to select the
sample. There were 153 regulated markets in Punjab during
2019-20. All the regulated markets in Punjab were divided
into three parts on the basis of three zones of Punjab. From
each zone three markets i.e. small, medium and large markets
were selected for in-depth study. A cube root frequency
method was applied to categories all the markets into small,
medium and large for each zone separately on the basis of
total market arrivals of wheat, paddy (including basmati),
cotton and maize. It was achieved by working out the total
market arrivals of the four major crops i.e. wheat, paddy
(including basmati), cotton and maize for the years2014-15
to 2018-19. The detailed account of which is summarized
in Table 1.

Table 1. Category-wise distribution of markets related
to Zone I, Zone II and Zone IIT in Punjab (2014-15 to
2018-19).

(Million q)
Market Zone I Zone 11 Zone 111
Small upto4.01 upto13.8 upto 8.87
4) (21) (11)
Medium 4.01t06.25 13.8t018.8 8.87 to
(11) (49) 14.08
(15)
Large 6.25& 18.8 & 14.08 &
above above above
(6) (26) (10)
Total no. of 21 96 36
markets

Figures in the parentheses are the number of market committees
in the respective category

One market from each category was chosen from each
zone at random thus making a sample of nine markets from
three agro-climatic zones. Thus, Batala, Pathankot and Ropar
relating to Zone-I, Amritsar, Jagraon and Tapa relating to
Zone-1I and Malout, Bhikhi and Raman relating to Zone-III
were finally selected randomly. Three markets so selected
represented large, medium and small markets respectively
for above-said zones. The data regarding the market arrivals,
income and expenditure were collected from the offices of
the selected market committees. The data were analyzed by
computing the income-expenditure ratio, construction work-
income ratio and establishment expenses-income ratio.

Income-expenditure ratio: Income consists of the earnings
to the market committee from various sources like market fee,
license fee, recovery of loan, miscellaneous income, interest
on bank deposits and others etc. Expenditure is the spending
by the selected market committees on the various heads like
salaries, traveling allowance, contingencies (recurring and
non-recurring), construction works etc. Total expenditure is
the summation of establishment expenditure and development
expenditure (Kamala and Chahal, 2013).

Total income

Income - expenditure ratio = 5
Total expenditure

Total income-construction works ratio:

Construction work comprises of expenditure on new
link roads, new development works, repair of link roads,
repair of development works and other development works
(Kamala and Chahal, 2013)

Total income

Total income - construction

work ratio = Expenditure on

construction works
Total income-establishment expenditure ratio:

Establishment expenditure deals with the salaries of
the employees, traveling allowance, contribution, license
fee under section 10, audit fee, contingencies (recurring
and non-recurring), facilities and some other establishment
expenditures (Kamala and Chahal, 2013).

Total income

Total income - establishment

expenditure ratio = Expenditure on

establishment works
Results and Discussion

The results obtained from the analysis of data are
discussed under different sub-heads as under:

Source of income and expenditure in the regulated
markets

The financial performance of the regulated markets deals
with the pattern of income and expenditure on various heads.
The total income of the market in any financial year consists
of opening balance, income from market fee and income from
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other sources. The opening balance is the amount of funds
in a market’s account at the beginning of a new financial
year. Regulated markets are service rendering agencies
and their main source of income is the market fee. The
existing rate of market fee on purchase of sale transactions
of agricultural produce specified in the schedule are up to
3%. Timber and firewood had recently been added in the
schedule of the Act and 1% fee is levied on the purchase or
sale of the same (GOI, 2021). In addition to this, the state
government had also levied the Rural Development Fund on
the purchase or sale of agricultural produce under the Rural
Development Fund Act, 1987 which was executed by the
Punjab Rural Development Board. The market committees
have been made as the collecting agencies for the same. All
money received by a committee shall be paid into a fund to
be called the Market Committee Fund and all expenditure
incurred by the committee under or for the purposes of this
Act shall be defrayed out of such fund, and any surplus
remaining after such expenditure has been met shall be
invested. Further, all the market committees had to contribute
afixed proportion of their income to the Punjab Mandi Board.
The market committees with an annual income up to Rs.20
lakhs contribute 20 percent of their income to the Board.
This figure was 40 percent for the market committees with
income from Rs.20 to 40 lakhs. The financially sound market
committees with income above Rs. 40 lakhs contribute 50
percent of their income to the Board. The financially weak
committees contributed less whereas the committees with
higher income contributed more (GOI, 2021). This difference
had been kept to provide a rational allocation of funds for
development to all the market committees of the state (Rangi
and Sidhu, 1998). The income from other sources included
a payment from license fees, recovery of loans, interest on
bank deposits etc.

The markets used to make expenditures on the various
heads like salaries, traveling allowance, contingencies
(recurring and non-recurring), construction works, etc.
Total expenditure was the summation of establishment
expenditure and development expenditure. Establishment
expenditure deals with the salaries of the employees, traveling
allowance, contribution, license fee under section 10, audit
fee, contingencies (recurring and non-recurring), facilities
and some other establishment expenditures. Whereas
construction expenditure includes expenditure on new link
roads, new development works, repair of link roads, repair
of development works and other development works.

Income and expenditure of the regulated markets

The income and expenditure of the nine selected
regulated markets for the year 2011-12 to 2018-19 along with
their source of income and expenditure has been presented in
Table 2. The outcomes revealed that the average income of
the Batala (Large), Pathankot (Medium) and Ropar (Small)
markets of Zone-I was T 1132.23 lakhs, ¥ 622 lakhs and X

364.31 lakhs, respectively. In the case of Zone-II, average
income for the Amritsar (Large), Jagraon (Medium) and
Tapa (Small) markets was ¥ 2105.23 lakhs, % 1304.57 lakhs
and % 975.77 lakhs, respectively. Similarly average income
0f X 2381.17 lakhs, ¥ 960.29 lakhs and X 536.57 lakhs were
collected by Malout (Large), Bhikhi (Medium) and Raman
(Small) markets of Zone-III. It was concluded from the
results that income was directly proportional to the size of
the markets as large markets have more income and vice-
versa, in case of all the Zones. It can be also seen from the
results that the income of all the markets had been found to
increase over the period of time and the major source of the
income was the market fee. Thus the financial performance
of the regulated markets in Punjab had been quite satisfactory
indicating healthy growth of agricultural markets of the state
during the period under study.

The average expenditure for the Batala (Large),
Pathankot (Medium), Ropar (Small), Amritsar (Large),
Jagraon (Medium), Tapa (Small), Malout (Large), Bhikhi
(Medium) and Raman (Small) was % 974.9 lakhs, % 559.39
lakhs, % 326.20 lakhs, X 1892.53 lakhs, ¥ 1081.26 lakhs,
900.39 lakhs, ¥ 1760.09 lakhs, % 809.6 lakhs and X 498.85
lakhs. Likewise, income, expenditure was also directly
proportional to the size of the markets. It was also observed
that expenditure had also been increasing over a period of
time in all the markets and the major source of expenditure
was establishment works.

The highest average income was associated with the large
market (Malout) of Zone-III followed by the large market
(Amritsar) of Zone II and the lowest income belonged to
small market (Ropar) of Zone-I. So it was concluded that
markets of Zone-I were not financially efficient as compared
to the other two zones of Punjab due to less quantity of market
arrival.

Financial efficiency of the regulated markets

To estimate the efficiency of the selected markets of
Punjab, financial ratios were calculated for the year 2011-12
t02018-19 and presented in Table 3. The results revealed that
the average income-expenditure ratio for the Batala (Large),
Pathankot (Medium) and Ropar (Small) markets of Zone-I
was 1.16, 1.11 and 1.12, respectively. In the case of Zone-
II, the average income-expenditure ratio for the Amritsar
(Large), Jagraon (Medium) and Tapa (Small) markets were
1.11, 1.21 and 1.08, respectively. Similarly, the ratio of 1.35,
1.19 and 1.08 was computed for Malout (Large), Bhikhi
(Medium) and Raman (Small) market of Zone-III. Thus, it
was computed that the income-expenditure ratio was more
than one for all the markets which mean income was greater
than expenditure and during the last eight years market
committee had gained profit and worked efficiently. It was
also observed that a higher income-expenditure ratio was
associated with large markets in the case of Zone-I and Zone-
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Table 3. Financial ratios to estimate the efficiency of the selected markets in Punjab, 2011-12 to 2018-19
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Markets Income Expenditure Ratio Income Establishment Income Construction
Expenditure Ratio Expenditure Ratio
2011-12 2018-19 Average 2011-12 2018-19 Average 2011-12 2018-19 Average
Zone-1
Batala (Large) 1.05 1.35 1.16 1.12 1.44 1.23 16.52 21.54 21.83
Pathankot (Medium) 1.29 1.31 1.11 1.7 1.53 1.21 5.28 9.01 13.44
Ropar (Small) 1.08 1.33 1.12 1.1 1.41 1.17 55.16 25.6 25.81
Zone-11
Amritsar (Large) 1.09 1.15 1.11 1.22 1.6 1.3 10.35 4.02 7.6
Jagraon (Medium) 1.08 1.67 1.21 1.58 1.96 1.39 3.44 11.41 8.96
Tapa (Small) 1.06 1.19 1.08 1.4 1.27 1.24 4.28 19.06 8.54
Zone-111
Malout (Large) 1.07 1.7 1.35 1.44 2.18 1.62 4.2 7.61 8.21
Bhikhi (Medium) 1.11 1.35 1.19 1.56 1.47 1.42 3.92 16.3 7.23
Raman (Small) 1.06 1.11 1.08 1.1 1.17 1.12 31.94 23.13 30.04

III, whereas in the case of Zone-II, it was associated with
medium markets. This clearly shows that large and medium
markets were financially more efficient as compared to small
markets. It was also observed that the income-expenditure
ratio was increasing from the year 2011-12 to 2018-19 for
all the markets. This means that the pace of spending money
was less than the income.

Likewise, the income- expenditure ratio, the income-
establishment expenditure ratio was also higher in the large
markets of Zone-I and Zone-III. This may be due to the
fact that the income of the large markets was higher but
the number of persons employed was almost the same. In
the case of Zone-1I, a higher ratio was associated with the
medium market due to the fact that the Jagraon (Medium)
market has a very less number of staff i.e. 18 as compared
to Amritsar (Large) market i.e. 42.

The income-construction ratio was lower in the case of
large markets in case of Zone-I and Zone-III and medium
markets for Zone-II. This was because less amount was
spent on construction work in the case of small markets
as compared to large and medium ones. From the income-
construction ratio, it was found that the large and medium
markets were financially more efficient as compared to small
markets. Results were supported by the study conducted by
Sukhsanjam et al (2000) in the regulated markets of Punjab
where the income-establishment expenditure ratio was higher
for large markets and the income-construction ratio was
lower for large markets.

Thus, it was concluded from all the three ratios calculated
below that large and medium markets were financially more
efficient among the selected markets, results were consistent

with the study conducted by Kamala and Chahal (2013). It
was also summarized from the analysis that Malout market
(Zone I11) was financially the most efficient market because
it had the highest average income-expenditure ratio followed
by Jagraon market (Zone II) among all the selected markets,
which clearly states that markets of the central and south-
western zone were financially more efficient. Market arrivals
in these markets were also highest during the study period,
consequently having a higher market income from the market
fee.

Conclusion and Policy Implications

The regulated markets being a social organization had
been spending lots of funds on the development and creation
of new market infrastructure to cope with the increasing
volume of business. Consequently, the markets of Punjab
had become financially efficient as defined by the increasing
income and positive financial ratios during the study period.
But still, there was a need to tighten the existing loopholes in
the present marketing system by better allocation of funds and
providing more staff for the management and supervision of
financial departments of market committees. Although a lot
of investment has been made as shown through development
expenditure and the marketing process facilitated, there
was a lot of scope for additional infrastructure to meet the
emerging needs of the agricultural marketing sector. It was
also concluded from the results that small markets and the
markets of Zone-1 were financially less efficient. Therefore,
more emphasis should be laid on enhancing the existing
facilities in the small markets and markets of Zone-I so
that these markets could attract more market arrivals and
consequently generate more income.
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