l \J\ Provided for non-commercial research and education use.
Not for reproduction, distribution or commercial use.

N
el

[Thin s & Rl saneer e lor (ks Iekue Thi aelust rower is fnt yel rmilabile an thin lime |

This article appeared in a journal published by Elsevier. The attached

copy is furmished to the author for internal non-commercial research

and education use, including for instruction at the authars institution
and sharing with colleagues.

Other uses, including reproduction and distribution, aor selling or
licensing copies, or posting to personal, instilutional or third party
websites are prohibited,

in most cases authors are permitted to post their version of the
article {e.g. in Word or Tex form) to their personal website or
institutional repository. Authors requiring further information
regarding Elsevier's archiving and manuscript policies are
encouraged to visit:

http:/iwww.elsevier.com/copyright




Food Pabicy 35{2013) 23-34

Contents lists available at SciVerse Sciéncelirect

Food Policy

journal homepags: www.elsevier.com/flocate/faodpal

Branding and agricultural value chains in developing countries: Insights from

Bihar (India)

Rart Minten®*, ICM. Singh ®, Rajib Sutradhar®

*[FPRL, Addis Ababa, Ethiopic
Y ICAR, Puttia, india
SINLY, Wew Delf, tndle

ARTICLE IMFO ABSTRACT

Articie histary:

Received 24 Jamuary 2011

Received in revised ferm 21 june 2012
Accopted 21 September 2011

Local brands are rapidly gaining agricultural market share in developing countries. However, it is not weell
understood how they reshape agricultural valee chains. In-a detailed case study of the value chain of
makhana in Bihar, we see the fasr emergence -
and branded products. The effect on consumers is ambiguous. While the emergence of brands leads to

a doubling over 3 years - of more sxpensive packed

increasing dilferentiation in retail markels, the brands in these sellings provide however mostly inwom
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plate or misleading infarmation for the consumer and quality contained in branded bags is often lower
than for logse products. We further also find thar there are little direct benefits o the farers from
the presence of these brands.

£ 2012 Elsewier Ltd. All rights reserved.

Introduction

Significant changes are happening in food and agriculoural mear-
kets in a large number of developing count ries, They COnCern mest
importantly the emergence of modern refail in fond retail (Rearden
et al, 2010 and the increased consumption of high-value agricul
tural products (Gulat et ), 2007; Delgado et al., 20087 Rapid mar-
ket changes have led to 2 large hady of research to better iy to
understand the impacts on producers, CONSWIMETS, and on the food
system as a whole (eg. Reardon et al,, 2010; Pingali, 2007
Swinnen and Vandeplas, 2010 Maertens amd Swinnen, 20050

One of the changes in food systems that has recently been doc-
umented is the rapid emergence of packed and branded products
af retailed [ood in Asia (e.g Pingali, 2007 Minten €t al, 2010a,b).
For example, the sales of branded rice in traditional markets in
Beijing increased by 8% over the course af 5 years {Reardon et al,
20100 Similar patierns are seen in other developing countries,
e in a recent study in Delhi, it was shown that 31%, 70% and
28% of all rice, wheal otta, and mustard oil sold by traditional retail-
ers was hranded (Minten et al, 20010a)

While unbranded and unpacked products are indistinguishable
fram those of competitors. marketing of packed and branded

= Corresponding author
£l gddress: heninten@ogiacorg (B Minten
' civen that medern retail has grown at 23% over the same perod (Reardan et al,
20107 and given that modern ratail alnest exciusively sells branded prodocts, the
sffective imporiance of brands has even grown moce,
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produce adds a ‘brand value® to products which enables sellers o
charge higher prices for their products. The real benefit for the
hrand-owner occurs over time as the Toyalty of the consuimers to
the brand and the cheapness of retaining these loyal customers,
compared 1o the costs of attracting new ones, male it a profitable
enterprise for 2 branding firm (e.g. Anhaoly, 2005% The henefits 1o
consumers are guaranteed quality or food safety [Berges-Sennou
et al., 2004

The available analysis in the international development litera-
rure on branding in food markets has been limited to the study
of the switch from manufactured labels to private retail labels, of-
ten lmked with the emergenie of modern retail (2.8, Reardon et al,
2003), or the effects of the development of brands for expert mar-
kets in developed countries (e.g. Ponte, 200ZL Despite its growing
importance in local agricultural value chains in developing coun-
tries, Tew studies have looked empirically at what the effects are
in local — traditional as well as modern - retzil markets, what
the impact is of the branding process on econmnic agents working
along the value chain, and what potential policy implications are.
To fill that lacuna, we present the case study of maihana {Euryale
Ferox) in Bihar, one of the poorest states in India. Makhang® is an
interesting product because 1t is almost exclusively commercialized
from this state, quality distinction is casy and branding and packing
for this crop was not started until recently. 1t is thus a unique case
study on the development of local brands in developing countries
and its implications for the functioning of the value chan.

1 Also called fox muof o gorgon nut
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The contributions to the internationzl literature of this study
are threefold. First, this is the first analysis that documents, based
on primary survey results, the fast emergence of brands in agricui-
tural value chains in poor settings in India. In a 5 year penod, the
share of branded products increased from 25% to 50% of the (otal
market, It is guite passible that similar fast growth rates happen
in other value chains in India. and beyond, and it then raises umpar-
tant questions an the implications of this rrend.

Second, we implement a unique study setup where stacked sur-
veys ware fielded for 21l agents in the value chain. By using such a
methadology, we are able to document where the costs and bene-
fits of brands in the value chain ocour, While the retatl prices of
these brames are significantly higher than those of loose products,
we find loswever that there are little direct benefits to the farmers
from the emergence of these brands.

Third, a tvpology of brands in this developing markel shows
that two types of brands can be distinguished, low-price and
high-price hrands. Low-price brands focus exclusively on attractive
glossy packaging with little consideration for quality and with no
investments in advertising, Investments are small and 5o are price
differences with loose products. The high-price brands pay atten-
tion to quality beyvond packing, invest in advertisements and pro-
motion, amd employ specialized salesmen. We find that hoth
types of brands are characterized by incomplete or musleading
information [or the consumer.

The structure of the paper is as follows, In ‘Conceprual frame-
weork on changes in the agricultural value chain’, we present a con-
ceprual frameworl, ‘Background provides hackeround information
on the product studied. In 'Data’, the data collection methodalogy
is discussed as well 25 some deseriptive statistics, Following the
setup of agricultural value chains, we analyze pricing, packing
and branding upstream in ‘Downstream’, midstream in “Mid
stream’, and downstream in ‘Upstream’. In Trice composition’,
we look at the price compasition of the whale value chain, We fin
ish with conclusions and implications in ‘Conclusions’

Conceptual framework for changes in the agricultural value
chain

Various drivers are quickly changing food demand in 2 number
of developing countries, These drivers include, most importantly,
(1) urbanization {a larger share of the population in developing
countries is living in urban centers; given that population growih
in these countries is often high, a rapid increase in the urban pop-
ulation overall is usually seend: (2] income growth {an important
increase in average neommes and a reduction in poverty levels has
been seen in a numhber of developing countries in recent vears);
{3} changing lifestyle and female participation in the workplace
{wormen have traditionally taken care of agricultural production
and/or food preparation, but as they are increasingly entering into
the urban labor foree, they often have less time to spend on these
activities); and (4] increasing access to hetter technologies {these
inciude, at the household level, the spread of refrigerators, micro-
wave ovens, and gas stoves, which allow for the use of differenc
foods and food preparation methods, and at the industry level, ac-
cess to better food packaging technology ),

These changes have led consumers in developing countries 1o
demand a different food basket: (1) the quantity, per person and
overall, that is demanded from urban food markets is increasing
faster than in rural areas; {2) the composition of the food basket
is different, as berter-ofl consuwmers often shift away (rom grains
and consume relatively more high-value products such as fruits
aned vegetables, dairy products, meat, and fish,* as well as more

3 This shift is mere commenly known 15 Bennett’s law [Bennets, 19410

processed faod for convenience; (3 ) thére isa demand for more choices
per product angd a greater variety of food products in general; and (4]
consumers in developing countries are also increasingly concerned
about quality and safery issues with regard to their food, especially
as safety issues tend to be more correlated with non-staple foods

The changing requirements of consumers lead to a reseructuring
of food supply ¢hains: The final foed supply chain arrangements
ara, however, shaped not only by these demand factors. Condition-
ing factors such as geography.”? the population structure” the stric-
ture of the financial sector, and the reliabihity of the justice system,
zmong others, are impoertant in shaping the final cutcome of the
chain. Policy factars also play an important role, be it regulation,
hard infrastructure, institutions, incernational rrade, or foreign direct
investment [FOI) rules®

Changes in the supply chain are ultimately transmutted to the
rural producer. His or her production environment and livelihood
might change due to the different crops. Such changes could be
in the overall amount reguired to grow and variations in input
and ourput prices. Moreover, other types of labor, land, inputs
anil technologies may be used, and new requirements of the mar-
ket, including transaction requirements (such as postharvest han-
dling) might translate into  additional  investments.  The
producer's behavior is, however, influenced not only by market
forces bul by non-pelicy conditioning factors and palicy factors
as well. The rural nonfarm economy will often strongly condition
the ability of the Farmer to make the reguisite investments (o re
spond to the requirements of the transformed supply chain (Rear
dan et al.. 20073,

The differential pull and push factors lead to a difference in food
supply chaing across countries and products - as reflected in ditfer-
ent types of institutional arrangements, which range from spot
market exchanges to full vertical integration, in which the stages
al marketing, transaction, and production are linked through own-
ership rather than through market exchanges {Swinnen, 2007}, The
effects of changes in fond supply chains - such as branding - on
paverty are strongly debared in the literature. Minot and Roy
[2007) distinguish four pathways by which they might affect poor
farmers and poverty overall: through a direct effect on farm
incame, through baclkward linkages to agricultural input suppliers,
iny changing wages and employment, and by affecting the food
prices faced by consumers. However, research is this area is still
limited.

Backzround

Makhana is an aquatic crop thar is largely grown in Northern
India, Though makhana is also Found in wild form fn Ching, Japan
anel Russia, India is the only countey where makfiang is cultivated
as a crop, mainly in the states of Bihar and some parts of Assam
( Mishra et al, 2003). Makhana as a crop can be cultivated in any shal-
low and stagnant pond. Makhema has shown important production
increases in the last decades and makhanag cultivation has endoge-
nously, (without public research or extension intervention), spread
to off-season rice felds in the districts of Bihar, Tt is estimated that
makhana cultivation done in ponds aceounted for 90% of total pro
duction 10 years ago, while 85% and 35% of current production
comes from ponds and ricefields respectively,” No improved varie-
ties for makhona are currently available and higher makhana yiefds

* For example, Reardon ef 2l (2007 show how changes might be strongly related
o geographical locations.

* Jncreasing urbanization Teads T an increasing scarsity of labor in raral aseas and
might, through indeced innovation, force the adoption of agw, less labor-intensive
technologies

B gap Reardon and Timmer (2007 for @ more delsiled disoussion of this paint,

¥ Pemsomal commundcation, D |B2, Senior Seientiar, Research Centre for Maihana,
Darkhanga,
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can only be achieved by improved pond management, especially the
application ef organic matter in the pond, as well as irrigation,

Makfiang pop has several uses. 1t is a highly relished food
consumed 25 pambeen, kheer, curry, etc. (Mishra et al, 20030
Makhara pop is tradidonally consumed as a snack; high-protein,
low-fat food: or sweet component; and it has been used in tradi-
tioral medicine [Waorld Banl, 2007, Makhana further holds special
mmportance in cultural and social life of Biharo 1 gs considered
obligatory for brides' parenis Lo send makhana fo the house of
the groom to serve the latter's family before the marriage. IEis usu-
ally eaten with betel and betel nut. 1t is also used a5 a part of final
rituals in the case of death.

In tradirional mokkone markets, four quality types of pop are
distinguished, ie lova, murha, turi, and mix. The differences in
guality are almost exclusively linked with the size of the pop.
Makhana transactions in these traditiona]l markets are done in gun-
ny bags. These gunny bags are standardized in size and the weight
of such a gunny bag is indicative of the quality of makiane 17
makhan is processed well, makhann pops are larger and weigh less
and a low-weight bag is thus an indication of good quality. The
general rule of thumb is that a bag of 8 kg is an indication of
high quality fova makhana and a bag that weighs mare than
10 kg contains mostly lower guality maokhena (rmurha and i),

Data
[ata collection

It is estmated that Bihar accounts for more than 80% of total
makhana production in the country which takes place in 20 out
of its 38 districts, mostly situated in the Morth of the state
Darbhanga, the district where the survey was fielded, 15 one of
the mest mportant makkang producing districts in Bihar It is
estimated 1hat about 20,000-40,000 people are involved in the
makhana sector in Darbhanga. The total makhena area cultivared
in Darbhanga amounted to zbout 1200 ha in 2000, This compares
tr & total of 15,000 ha in Bikat. Also, increzsed commercialization
has heen noted over the vears, While before the 2000s, only a tiny
share of makhana was exported cutside the district, it was estl-
mated in 2009 that almost GO% was sent outside.”

In preparation for the study, extensive key informant Interviews
were conducted in the middle and end of 2009, We also had sev-
aral talks with the manager of Shakti Sudha Industries, the largest
precessing and branding company of makiiana so as to understand
their procurement, processing, and sales practices. The inlormaticn
collected in this stage helped in the design of the survey instr-
ments, especially given the complex production and processing
processes invalved in makhano pop production.

Different types of surveys were set up in the beginning of 2070,
They inchwded surveys with makfona producers and village leaders,
and wholesale and retail traders. In the selected district, 12 mokfiana
praducing villages were randomly selected in the largest makhang
praducing block (Manigachi). In each selected village, a question-
paire was implemented, In each selected village, a census of house-
halds was conducted to enumerate all the makhana producers. Each
hrusehaold in the village was asked questions on their total area of
ponds and makhana cultivation. From all the mokhana culrivators,
18 households were then randomily selected, For all the selected
households, a detatled household survey was conducted. 217 makh-
ana producing hauseholds were effectively interviewed in total, one
ahove the targe! of 216, i.e. 18 houssholds times 12 villages.

Patna 15 the capital of Bihar and the largest city in the state and
is a major demand sink for a large number of agriculwral prochets

£ Persomal communicanon, Dr. fha.

sold in the state, As a significant part of makhana from the district
of Darbhanga was marketed in this rown, we fielded a survey there
to better understand the downstream part of the value chain, We
implemented a survey of makiana retailers in 50 colonies in the
city of Patna, The city of Patna has 72 wards. Ten wards were ran-
domiy selected and then five colonies in each of those 10 wards, A
complete census of retailers that were selling makhana was done in
each colony. A survey was then implemented with four retailers
randomily chosen from the census Hst. In total, we interviewed
about 150 retailers, lower than targeted as in some colonies net en-
ough retailers could be found,

Simultaneously, a wholesale questionnaire was implemented
with all the wholesalers in Patna (2 census of the wholesalers]
and in the rural production areas where the producer survey was
heing fielded (as well as with a small number in Delhi), reflecting
trade flow from producers tooultimate consumers. Twenty-three
whiolesalers were interviewed,

Asa main indicator that we wanted to study in this analysis was
the level of prices that are offered to different agents in the value
chain, careful information was collected at each level on these
prices. This information allows us thus to analyze the price compa-
sition along the value chain and compare price composition for
loose versus branded and packed products. To better understand
price formation at different levels in the value chain, additional
variables were also collected that could potentially explain price
formation on top of packing and branding. Such variables included
quality indicators, quantities soid, place and time of sales, type of
buyers, inter-linkages, and payment modalities,

Descriptive stalistics

Tahle 1 presents the descriptive statistics of the interviewed
makhana Tarmers. Two thirds of (he producers are member of 2
fishermen cooperative society but only very few are merbers of
any other farmers’ organization. The households involved in makh
ana cultivation are relatively poor, even for Bthar standards, as
seen by several indicators (Table 117 The average number of ponds
cultivated by the household is 2.1 While almost half of the farmers
only cultivate makhang in one pond, 13% of the households reported
to cultivate more than three ponds. The average pond area cultivated
per household is 4.8 acres and the average production per househ old
in 2009 was 3.1 tons of makhana seeds.

Tahle 2 shows descriptive statistics on characteristics of the twa
agents, wholesalers and retailers, on top of the farmers that were
interviewed in the value chain study. First, 23 wholesalers were
interviewed In different markets, 1e. 57% in Patna, 26% in the pro-
duction areas (Darbhanza and Madhubanil, and 17% in Delhi
Whaolesalers declare to procure, on average, about 7 tons per week
in the beginning of the July to September harvest period. This then
increases to an average of about 11 tens per week in the period of
January 1o March. Compared to 5 years ago, there has been a dou-
bling of the procurement quantities by these wholesalers. possitily
indicating the fast growth of the commercial makhano sector (as
indicated by several key informants}.

Second, 154 retailers were interviewed in the city of Patna. Only
some retailers are street hawkers and most of the rakhana is sold by
kirana stores, e family owned and operated stores represented 975
af those interviewed. The quantities that are sold of mokhana were
low and amount only to 5 kg per weel per store and retailers declare
that this product makes up just over 4% of their sales and profits. Itis

! Mimety three percent of (e households belong o the malal (Le. fishermen] caste,
Witile seme key informants indicated that other farmess than the mulluh caste werz
olten cultivators of the pand and that the role of (he nolich caste - the traditional
producers and processors of makhang - was bazsically reduced 1o wage labar for pond-
nwhing or - beasing househelds, this is thus not borne ol by our data, at least in the
SUFVEY 3T
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Tahle 1
Characteristics of makhana farmiers,
Sratistics
Unit Pllean o % Pfemdian
Number of observations Number 217
Buekground farmanon househeld
fge hiead of hansehnld Years A% EE
Household size Murmbes 73 D
Gender of head of househalds % Male 100
Hliiterate heads of houschold % 48
Holder of a Reloe the Poverny Line (BFL) card £ 63
Holder of 4 Above the Paverty Line [APL) casd % 8
Haolder of an Antyodays card -3 5
Eelong to the Mallah caste K a3
Prerorived wealth: compared to other househalds in the village, would you describe youmell 4,
. among the richest in the village % 5
. richer than most households X 3
... abaut average 1 29
.. a bittle poorer than most housahabds -1 32
w-among the poarest in the village kS 25
... 2 poorest in the villags % 3
Member of & fsherman cooperative society % L]
Member of 2ny other farmers’ crganization (self-help group) k- 5
Distance to closast wholesale market Minutes 4 1]
Migkhora cuifivation and produclion
Mumber ol ponds eulrivated Murmber 245 il
Hurmber of households that cultivate oniy one pand ] 47
Mumber of hausehalds thal eultvate more than three ponds £ 13
Arez of ponds cultivated for makhana fucres 483 .00
Tatal production of makhana seeds (o 2000 kg "7 VZR
Table 2
Deseriptive statictics agents value chain surveys
Statistics
Unlt Mean or & Median
Wihilesalers
Numherol shiervatons Mumber 23
Location of trader
Dharhangha ® 13
Madhubani E 13
Patna x a7
Delhi £ 17
Quantines procured weekly in July- September Tons 6.8 10
Quantities peocured weekly in January-March Tons .G 4.0
Quantitics procured weekly in fuly-September 5 wears ago Tons 4.1 .0
Creantities procured weekly in January-March rons 5.1 15
Mumber of suppliers weekly procured from tn fuly-Septemben Murmher 17 20
Mumber of suppliars weekly procured fram in Jameary-barch Mumber 16.6 5.0
Troditfiomal releiiers
Numbrer of obeervations Wumber 154
% OF makhana tetailess that are kirana stores % a7
Humnber of years since statt with retailing of this product Years %3 5
Quantities sold kg weenk 53 20
share of makhzana in wtal retail sales E 4.1 (¥}
Share of makhana in total reczil profit % a3 A
Value of asiets 10HI0 Rs L] 18
Walye of adars 1000 UsD % | S
Warking capital 1000 Bs. 17 B0
Working capizal THHF IS 25 iR

thus clearly a minor product in the sales portfolio for most of these
crores. Values on asset values and working capital are shown at
the bottom of the Table 2, They show that most rerail stores are
rather small operations, L.e. the average value of assels and working
capital are evaluated ar 1100 USD and 2600 USD respectively.'

W maraiters were asked the prics at which they thought fhey would potentially be
ahle ta sell the ditferent asscts that they owned o cond uer their business, These were
then adééed. Working rapital is that amount of money that the retaller has at his'her
dizpasal to purchase products (withoor rredit].

While seemingly lirtie has changed over time on the productien
and processing side of makhena, however we note important
changes downstream in the value chain, especially related to pacl-
ing and branding practices. Table 3 shows the importance and emer-
sence of packed and branded produce, as reported by wholesalers.
Minety-six percent of the interviewed wholesalers repart that they
are currently selling packed and branded products which now ac-
count for almost half of their total sales. This compares with only
23% 5 years ago. The rather recent take-off of branded producrs is
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Table 3

mpenance and smergence of hranding as reported by wholesalars,

Statisticy

Unit  Meanor Mechan

3
=

Humber of wholesalers that sell branded produce & a6

share of branded produce in total sales now E] 47 50

Share of branded produce in total sales Bve years % 23 in
ape

Vedr that wholesaler sarted seiling branded produces’

2005-Z008 w &

007 -200G = 1E

20 2 - 45

Refore Z004 = a

Smpartance of hranded prodice by seazon

July-Seplember
In supply z 25 an
Ir sales x 41 45

Janwzry-March
I supply £ 24 i
In sales x 49 50

* Oply caleulated far those whibesalers that have been in business fora long period.

llustrated by the year that these wholesalers started selling branded
produce." ' While almost all wholesalers wers selling branded prod-
ucts at the Hime of the survey, only 27% were doing so before 2004,
A large number of wholesalers (45%) started selling branded products
in the yrars 2004-2005, the apparent year of major take=off."?

The data thus indicate that there is a fast emergence of these
branded products. This then begs the question regarding how this
branding process works, wholesalers were asked about the share
of branded products in their sales as well a5 in thell procunsment.
The numbers show that the share of branded products is twice as
high in sales as it is in procurement, indicating that 2 larze part
of the branding is done by the interviewed whaolesalers them-
selves. However, it also indicates some wholesalers buy hranded
praducts and then re-sell them.

In the mexl sections, we try to better understand the implica-
tions of the rapid emergence of these brands. We look consecu-
tvely at effects downstream (with the retailers), midstream
(with wholesalers), and upstream Owith farmers) In the last sec-
Lo, we compare price composition of the branded and packed
versis |loose products over the value chain as.a whnle.

Downstreanm

To understand the rewards of packing and branding in retail
markets, price data were collected for all maichana products that
were being sold by makhona retailers in Patna. Information was
aisa collected on the size of the pop, type of bags, the lecation ol
the sale as well as on characteristics of the retail shop, The results
of 3 hedonic price regression where these factors are included as
explanatory variables are reparted in Table 4. The estimation of
such a model, where we control for these different confounding
fzctors, allmws 1s to get at the benefits from branding and packing
downstrearn in the value chain. The logarithm of the price of makh-
ania in Bs, per kg is used as the dependent varizble. Ward and col-
any dummies are included In all specifications as to control for
possible location-wise unohserved heterogeneily, Standard errors
are estimated after acoounting for within cluster {ward ) correla
ticns and possible heteroskedastioty.

11 This watistic was only calcuiated Tor these wnolesalers that had heen in business
far a long erpugh periad.

17 12 is well known in survey tesearch that recall data typically peaks af intervals
siich 45 5 ar 10 yeaos, There might this be some srrof in the exacl year. See Ravallion
{2012} on problems of recall 0 socio-eoanombc surveys.

The resuits show that the lava quatity (the defauit value in the
regression) is rewarded with a premium, compared with a mixed
and murha quality, of 11% in the retail market."* Makhana products
sold in kirana shops are on average, {contralling for confounding fac-
tors), not cheaper than those sold by strect hawkers, Focusing on our
major variables of interest, the regression results show significant
rewards to branding and packing in retail markets, Mon-branded
but packaged products are sold at prices that are 11% higher than
lonse products and branding adds another 108 on top of this,
amounting to & price difference with loose products of 215,

fs expected, we find significant price effects of hranding and
packing in the retail market. To better understand perceptions at
the retail level on branding, a number of questions were asked to
the retailers (Table 5. While almost all whalesalers sell branded
products, their importance is much less in the retail marketr of
Patna as anly 19% of retailers sell branded products, indicating that
a large number of the branded bags handled by wholesalers in the
city are sold outside Pamna (and mostly in bigger cities nutside the
state). For those retailers that sell branded products, they almost
exclusively sell branded products as they account for an importani
percentage in total sales for these retailers (92%) In contrast with
wholesalers {who better know what actually goes into the bags as
we will see later), the majority of makhana retailers that =sell
tranded products believe that the guality of these branded prod-
uets is higher (73]

Retailers were also asked to evaluate why they think their con-
simers are interested in branded products (Table 53 All retailers
helieve that because of the branding, customers are assured of
receiving the tight quantity of the product. Only just over half
of the retzilers believe that customers would buy brands because
of better quality. Retailers that were selling aranded products were
also asked to state why they were selling these branded products,
Only a small number indicated that this was done because of high-
er profits but they prefer the hranded products becanse of a reduc-
rion in hassle and transaction costs [as no weighing and guality
checking by customers was required) and because of the increase
in demend for these hranded products by customers. When asked
about the type of customers that would buy these branded prod-
ucts, the majority of retailers believed that these were ncher cus-
tomers (68%) than those buying loose produces.

'3 e murha cosfficient is not statiszically significant. Howewer, there wes by a
Sew iierka observations nour datasel and Comparison mipht be a bit difficult
because of this.
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Perceiverd impact of firanding and packaging as regorted by

Table 4
Price eifects af packing and beanding in the rerail market
Dependent variable = logiks fkg) aLs
Unit Coeff, -Walue
Characierishi: proguet
Lagse (default]
Liwe-cmat brand Yes=1 a2 a7
Packed but non-branded Yes=1 Dat 235
Tige fava {defaulr)
Size murha eg=1 =011 ]
Siwe inixed Yes=1 -0:11 -2.32
Characteristics shopfowner
Sold by kicana shop Yes= 1 008 ~0.80
Experience in rerail of product Years L0 216
Age of owner Yers a1 i] 029
Number of years of sducation Years il -233
Howsehald size Murmber 1K ] -:99
Inlercep! SH1 51.73
Celenry and ward dymimies incheded bal nol reported
Mumber of ohsereations 156
A-zquared 052
Randd M8an SqUare error 011
4 Gramddard  errors estimated  after accounting for within clusterward) correlztions  and  possible
heteroskedasticity.
Table 5
retailers.

Linde % OF answers
Total number af abservanons 154
Mumber of retzilers that sell branded nidkiana -4 149
Far those retailars whao sell branded products,
The importance af sales of branded in ozl sales E4 93
Ir1 i agrinion, compared to loose is the averoge guality of branded produce
Better kA 73
Sanmee @ .
Waorse b4 20
Tatal £ 100
In s mrinfan, WAy da seme custamers prafor bronded produce feompared to loose)?
Assured quality af the product % Very lmpaortant a7
Assured quantity of the product ¥ Very important 1K}
MNice package ¥ ety important B
Why does he sell branded produce?
Higher prafits than loose % Very important 17
Less hassle with customers (nn weighing, no quality checking) = Very important 1oon
Comsumers demand branded produce % Very important a3
In his opinion, customers wig by branded praduce ere
Rlcher 4 BB
S 4 32
Poorer £ a
Tazal k3 10}
Who pnnred the Maximum Befail Price (MREP) price on the packoge
Retailer himseil k3 o
Trader he bought rom £ a3

Midstream

Lover-priced brands

As shown hefore, the branded products graded and paclkaged by
whalesalers themselves have taken off in recent years, These are
called the low price brands from here onwards. Wholesalers were
asked derailed questions on cach branded product that they were
selling af the fime of the survey (Table §). Because wholesalers
might sell different brands, this mives us 61 brand observations
in total. Despite the recent start of brands and the rather small
market, the results show thal there are already a large number of
brands cut there, as 33 different hrand names were identified in

total. There are no clear market leaders and the most frequently
observed brand, Swagat, accounted for only 13% of all the brands
Founed, 7 OF 211 the brands onsale, 31% were packed by the whaolesal-
ers themselves and a quarter of the branded bags were sold exchi-
sively by that whaolesaler,

Branded hags contain in general 250 mg of popped muakhana
{97% of the branded bags). The type of makhana found in the bag
is nsually a mix of gualities, and in only a few cases (9% of the bags)
it 1% indicated that only the best quality {*lava'} is in the bag. Quality
assurance is often assured by the wholesaler himself (35%] There

™ samaswami ot al. (2009} fouwt similar pesubts bn the proliferation of heands in
caetan seed markers in India
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Tabie &
Mescription branding practices. 24 reparted by wholesalers,
Uil Share

Mumber of chsereations/brands” 61
Srand nome
Welcorme (Swagat) i 13
Krishna's Devoles [Gopl) '3.: 11
Hafron (Kesar) % 11
The Gaddess of Wealth [ Laxmi} 4 1
Lavkush — The Children of Load Bam [Laviaosh) 4 3
Smile [Muoskan) E4 3
Rowal Food { Rajbhog) 3 3
Colerful [Hangeela) E 3
Fiest” % 47
Branding wrd weholesalens
Packaged by wholesaler himesil % 3
Size of bag

250mg 4 a7

500 mg k3 3
Type of makhana

Lawa % @

mlix E 1
Cuality assurance by whalesaler himseif ® 35
Differences in quality by bag, as stated by wholesale

A Lot X 13

A bit 1 iE

Mone X 48
Designed baps exchusiesly used by wholesaler E Yes 15
Infarmarian on bag
Exact weighl printed EYes a0
Expiry date printed X Yes 16
Fxart conlact address manufactnres printed X Yas 1]
Telephone number manulacturer printed % es 5
Maxiinum Retail Frice [MRP) printed (versus planc) & Yes i

* Spyeral bramids are sold par wholesaler; thers are thus mere brands than wholesalérs interviewed.

* inciude Potion Food [Amrit Bhog), Priceless {Anmaol), Lovd Balaji {Balaji), Bigboss. BuntifRahli.
[oliar, Five Star, fain Food (Jain Bhogl, Kohinaar Diamend [Kohinoor), Lord Krishoa [Kirhsna), Lord
Krishna Food (Krikenabhog), MPS 555, ML, MPS555, Love (Meha), 031, Royal {Ral), Ocean [Sagar) Goddess
Laxmi {Sri Laxmi), Tricalor (Tiranga), Emperor {Badsah);, Water Pountain (Panghat), Tha Great Goddess
of Wealth Goddess Laxmi (3zha Laxmil, Heart Felt (Manpasand).

iz not clear homogensity in the quality per bag While 48% of the
same brands are reported o show ne difference in guality, 38%
anel 13% show *a bit' and ‘a lot' of difference in quality, respectively.
Further guestions were then asked on the information given on the
hag, In 80% of the brands, the exact weights were printed on the
bags. However, most other information that typically goes with
food branding was nol available. Only 16% of the bags provided
an expiration date, In none of the cases was the exact address of
the manufaceurer or the maximum retail price printed, and in only
5% of the cases 2 telephone number for the manufacturer was gi-
ver Thus, if a customer was not satished with the product it
would be hard for him o Lrace the product back 1o the company
where the product was packaged. This implies that these sellers
show little willingness to be accountable Tor the guality of their
products, since clear traceability mechanisms — increasingly de-
manded in more sophisticated markets — are not in placa.

Table 7 decuments some of the costs and benefits from this
branding process for wholesalers that brand and package their
praducts. Three costs are needed in the packing and branding pro-
cess, Lo the purchase of designed bags or the design itself, packing
machines, and lakor for packing, Hall of the wholesalers buy emply
hranded bags. While some of these bags are made in the produc-
tion area of Darbhanga itself, the majority, 94% of the bags, how-
pver are ordered from specialized manufzcturers in the cities of
Kanpur or Delbi. In 182 of the cases, the design of the bag was done
by the whelesaler himsell. In that cass, the costs of the design
amount o a one Hme investment of Rs. 22,000, The average cost
for an empty bag is Rs. 2.1, Almost half of the wholesalers (47%) re-
port to own a packaging machine. The investment costs for such a

machine are munimal, with a reported price of Bs. 1862 (or
41 USD). The labor costs involved in filling up and the sealing of
the bags amounis to Rs. (.4 per bag.

Whalesalers were asked to evaluate the benefits from the pack-
ing and branding process. They estimated that if the products thal
were in the bags were sold loose, they would be able to obtain a
price that is on average Rs. 15 lower than when bagged and
branded.'® Based on the numbers above, this compares to tolal var-
iahle costs for bagging of Rs. 2.5 per bag or Rs. 10 per kg (as bags are
mostly 0.25 kg or a 50% margin te pay for the invesiment costs, ol
the initial machine and design. However, some wholesalers iidi-
cated rthat makhana products were not comparable as the quality
of products that was put in the branded bags was lower and could
not be sold loose, as seen below,

In the opinion of the whilesalers, branded bags do often not
contain guality that is hetter than those products that are sold
loose {Table #), 19% of the wholesalers indicate that the guality
aof makhana in the branded bags is better, 38% evaluates the quality
to be the same, and 38% think it is worse. In contrast with what
could be expected of branding practices, (i.e. consistent good gual
ity with the purpose of building a loyal clientele willing to buy the
branded product), a significant number of wholesalers seem to try
to hide poor guality inside their branded bags, Most of the whole-
salers also indicate that the quality of the makharna that is used for

" whalesalers indicated that they use a differantial price scheme where higher
prices were asked from direct consumers that bought from them: compared (o
purchases by retsilers. The average price difference was aboet 8 Ré fbag or 32 s, per
kg Hewaver, direct sales to consumers are limited.
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Tahle 7
Cost apd henefits of hramding, a5 repocted by wholesalers,

binir Meanar X Bedian

Casty
Branding costs:
Desipn organized by

wiholesaler himself £ 18

nther -1 g2
Cocts design Rs. 22,000 25,000
Bagging cadis)
Buy cmpty branded hags % 50
Ty a packing machine kS AT
Price of packing machine Rs, 1RG2 rann
Cily wheare bags are made

Darbhanga x 6

Deihi - 41

Kanpaur 4 53
Price of ampry bag Re fbag 2.1 20
Lahnor cnets for bagging:
Price of labor Hi fbag n.4 d
Fules prives bengfis
Sales price to retailer Hs.bag 4000 BE
Siles price to CoOnsSUMeEr R, fbag 4756 47.5
Sales price to retailes s kg 157 150
Reparted sales price to retailer, il same quality sold loose R, fkg 142 138
Willingriess ta pay far hrunded quelity
Willingieess to pay far the high-cast srand quality (M= 15) Rs.fig |79 160
willingness to pay for the low-cost brand gqealicy (N =14) . kg 163 1683
i-Test rWalue —143

PE(T=H) 08
PrifT] = iel) 016

inclusion in the bags can come from all types of suppliers {58%)
and inclusion in the bag does not depend on specific characteristics
of suppliers. There are thus seemingly little exclusion effects from
branding, which sometimes has been found in other moedernizing
markets (Reardon e al, 20090

Wholesalers were further questioned oo owhy they do not sell
more branded prodiects. The major reason is seemingly that a large
rurmher of cestomers like to check the quality of the product and
they cannot do this with the packed product. The lack of deman
for branded product does not seem related to the higher prices that
are asked for branded products (5% of whalesaters), the longer time
required to sell branded products (11% of wholesalers), and the
lack af availabilioy of sufficient quality to be included in branded
hags (6% of wholesalers).

Branding is a complex proeess which zims at creating a unicjue
name and image for a product in the consumers” mind, Howewver,
none of the wholesalers that produce the branded bags employ
salesmmen to sell their brand, and none of them pay for ads on tele-
vision, on the radio, or in the newspaper. It seems thal the only
way that these wholesalers communicate the superiority of their
branded products to potentially loval consumers 15 through the
information that is printed on their bags and consumers’ experi-
ence of the product itsell

High-priced brands

A different packing and branding system has been put in place
by Shakzi Sudha Industries which has received posilive press cov-
erage.® This will be calied the high-price brand hence forward. This
firm which started in 2004 implemented a new business maodel
apening up new market opportunities for the makhang product
While the best quality of makhana (Java) is branded and sold in ex-
port markets or in big cities, the lower qualities are processed info

Y Rusiness Dutlens, 2 leading Indian husiness magazine, has chosen it aue af e 14
best agricultural innevatiens in ‘the country [Tttge:fbusiness.outlookindia.com!
it aspxrarcleld=2165&editionid= 538&catgld=2&subcargid-973]

new products, such as roasted snack foods, Makes, or powder for
pudding. Until recently these products did not exist in the market
place. Ta sell the branded products, the company emplays 24 sales
persans in the country and it spends manthly on average 1 million
Rs, (22000 LUSD) for ads on TV, radio and in newspapers. The re-
ported quantities of popped makhana sold by the company have in

creased from 124 tons - in 2005 to 3000 rons in 2009, [n 2009, 40%
was sold in export markets (mostly to Pakistan, Nepal, Bangladesh,
and the Middle East! no processed products were exported) while
the rest was being sold in local markers all over India [30% sold as
processed preducts and 70% in natural form). Little is sold to the lo-
cal markets in Bikar as they feel there is ne quality demand and
there are no quality rewards in these local markets,

Shakrei Sudha Industries implemented a procurement system that
supposedly benefits the farmers in four ways.” ' First, they assure a
fixed floor price at 100 Rs kg for makhana pop for all farmers that
awn the membershin card kier se bazaor tak™ of the company. A dif-
ferent price is implemented every month in line with market prices.
but the offered farm prices are assured to never drop lower than the
floor price, The prices offered are also further guaranteed to raise stea-
dily over the season or around 5 Rs kg rise per month, protecting
farmers from potential downward price volatility. Farmers ara paid
within 3 days of delivery in their account. Second, farmers are linked
to the banking system as they are required by the company to setup a
banking account. They will help farmers get access to the Kisan Credic
Card scheme, 2 successful government intervention that aHows farm
ers access to {cheap) credil, Third, farmers do not have to bear the cost
of transportation because the firm reimburses them for all produce
that is transported from farmers' fields to collection centers, Fourth,
Shakei Sudha Industries facilitate the leasing arrangements between
cultivators and owners of ponds (mostly by linking the ewners of
ponds to potential cultivators and weiting the contracts),

However, despite a large number of interactions with Shakti
Sudha Industries and key informants in several of thetr supposed

W gep <hip:fiweww shaktisudha com/about himi>,
M Translated “Farm o Market':
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Table 8
granding and packaging, as reporied by wholesalers,

it % of answers

The guakity of the branded bog & ot average better i oose products vou sell [fve options)

Signaficantly betwer % G
Berter k] 14
The same 2 EE
Worse x e
Stgnificantly worse ] o
Mo choice k-1 5
The produce that you buy lsr wiciuskon in branded bage:

iz anly produre from specific buyers to be used for brandsd bags 2 A%
can come from a2l types of suppliers L 4 58
If anly specific suppliers, wihat hpe af supipliers

Only farmers i 4
Only processors 4 29
Only traders S ]
Oifwer . 1 14
Employ. szlesmen to sell your brand % n
Pay for ads on television, an the radio oF in the newspaper i ]
Eeasoms Hurl whalesaler does not sell more branded produce

“rhere o limited denand far branded produce” & Very impartant 26
“Same ustamers like to check the qualizy of procheces themselves” W Wery importan [+
“The price of hranded produce is too high for some consuamers™ & Wery inportant 3
“Once packed. it takes too Jang to sell branded procuce” K Very important Tl
1 have ta gez rid of lower quality, which can pot be branded” & Very important f

production areas, only a handful of people could be identified who
had direct linkages with them and it seems that their direct pro-
curement model has {mostly) fallen apart in recent years (and they
seem to procure part of their products from traders), In any case, it
is clear that their imipact on farmers is less thap stated but itis not
directly evident why the company claimed otherwise. "™

To evaluate the guality that is sold by the branding companies,
hags were hought of the high-price brand {Shakii Sudha Industries)
andefa prominent low-price {wholesaler) brand. Produce was faken
out and shown to the whelesalers without inferming them where
the produect came from. In an open-format question, wholesalers
were asked to state the maximum price they were willing 1o pay
for the chserved makhana guality. The results presented at the bot-
Lo of Table & indicare that the wholesalers valued maekhana guality
contained in a high-price brand at a higher price than the low-price
brand. The difference between the two qualities was 16 Bs. kg
While the difference js significant at the 10% level in a one-sided -
test, this is ot the case with s conventional two-sided test. This thus
indicates the weak superiotity in the quality of the high price brand.

Finally, a comemon feature of the low- as well a5 high-price brands
is that they make several claims that are false or misleading for the
consumer, First, several brands printed on their bags that the quality
contained in the bags is an export-quality grade. However such -
publicly or privately enforced — grades do not existin practice. As re-
parted by the wholesalers themselves, the guality contained in
Sranded bags is often no different than loose products. Second, on
several branded bags, it is printed that their products and grade have
been approved by the local makhana research arganization (the
Research Centre for Makhana). However, this research cemter is only

T Dspite rultiphe scempts witli the manager of the company as well #5 with focal
tracers and farmers, we were unahle to rrack down its suppliers frem the villzges
where the company was active, Inside the sefecied district as well as outsbde iz This
indiczted thal the company did not have these downstream activitdes [arymone? )
that it claimed tn have in placa earfier or, more |ikely, that it never had the claimesd
procmement practices i place b least onoa large-scale. Given fhat makhano
commerrialization is confined fo a rather lmited geographical area (as the company
fas fewe other places to procute), we conclude that the benpefils ol sorme of the
barciowart inkages of the company are exaggerzted

M e source ndicated that the firm had ohtafned ans from the govermment and
the World Bank 1o build ap sech riral netwaorks. However, that information could po
he werified,

invalved in the development of better makhang varieties 2ng farm-
ing practices along with better processing techmigues, but has no
mandate in the area of quality approval or marketing. Third, further
claims are made by the high-price branding company on backward
linkages with farmers while fiew backward linkages existin practice.
Thus, this seems to highlight an hmportant problem in these settings
related to the protection and empowerment of consumers against
lack of quality assurance and (ransparency.

Upstream

To understand how farmers face these changing value chains,
they were asked to give specifics on the marketing of their
makhana for all transactiens done in the year prior to the survey.
We first present 2 descriptive overview of their practices (Table 9).
Most of the makhano sold by farmers is markered as makhona seeds
i55% of the transactions), Forty-four percent is sold in the form of
mixed popped makhona and in only 1% of transactions 35 it sold as
miakhana [ava. This indicates that the grading in different gualities
is thus seemingly happening at a later stage than the farmer level
In our interviews with farmers, they mdicated they preferred to
sell mixed gualities as it is reportediy hard to grade and sell the
lower popped quality makhana in the market place.

Most of the sales of maokhang happen aver 2 short-time period
and it seems that few farmers store makhona so as to bepefit from
the potentizlly higher prices that might be offered in the off-season,
More than hall of the transactions (51%) take place with collectors
in the village and 20% with wholesalers from the distiict itself,
while in 13% of the cases products are sold to processors indicaling
their importance as a marketing outlet for some farmers. In contrast
with canventional wisdom, our research shows input advances are
not very important as in only 3% of the transactions they were re-
ported to have heen given by the buyer of the produce. Despite
our efforts to field our surveys in areas where the Shaktl Sudha
industries were active, enly 0.3% of the transactions were reparted
to have been done with this high-priced brand company and direct
backward linkages of the firm to farmers were thus limited.

Using multivarate regression analysis, Table 10 shows the
importance of different determinants in price setting at the farm
level Each reported sales transaction is a unit of cheervation. We
use the logarithm of the price per kg as a dependent variable and
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Talle 2

Mzrketing by makhana fanmers (% of rransaclinns

sratistics

Mumber of ghservations

(Juantiny sold
Tatal amount seceived per Iransacion

Price

sdakiana seeds
Makhana pop lava
tzkhana pop mix

Form.af sufes

Makiamna seods

Makhana pop lava

Blakhana pop mix

Mfanth of sules

Qerarter 1 [January-harch)
Guarer 3 (July-Seprembes )
Quarter 4 {Dctober- Necember )

Buyzr

Trader rollectar in villzge {ouzside whalesale market)

wWihatsszler from this district

whalesater from outside this district
Processor

Shakr Sedha Indostres/Eer Se Bazar Tak
Fammey Co-af

Rarziler

Inpur advances goen

Limit Mean or % Median
386

kg 1240 400
ks. b2454 25,600
Rs. kg 3h i1}
Bs.fkz 126 133
R jkg 108 105
z a5

4 |

k1 At

b4 3

X 75

% 22

x =1

% 20

" ]

% 13

x 0.3

E 1

-4 5

¥ Vei EXI]

wie include as explanatory variahles the characteristics of the
transaction and of the owner. Standard errars are estimated after
accounting for correlations and poasibie heteroskedasticioy within
the cluster, o village. Independent variables wers checked for mul-
ti-collinearicy but no VIF was estimated to be higher than 10 inthe
specificarion used.

The results of the regression show the rewards, as could be ex-
pected, from the sales of processed maklana compared with makh-
ana seeds. During the year of the survey, the results also show that
smakhana lova 21 the farm level was sold at a premium over mixed
quality at 10% on average. There are few other determinants that
chow 2 significant effect on the price. Prices go up when farmers
are able o offer a higher quantity, Doubling the guantity sold lead
to a price offered that is about 3% higher. Unexpectedly, mokianaz
sold o wholesalers from the district itselfl fetched a lower price
than products sold in the village itself. Maost important, the results
show that when the high-price brand is directly procured from the
farmer, it was able to offer 2 price o the farmer that was signifi-
cantly higher than any other procurement outlet. Therefore, some
farmers benefited from their procurcment madel, However, as
ehowr in Table 0, the direct procurement by this firm i limited.

Price composition

Based on price data collected in the different surveys with all
makhara value chain agents, we Were ahle to calcutate the relative
comtriburion of each actor in the retail price. We present this graph
for logse and low-priced branded products during the peried from
July-August, 2000, To make prices comparable, the repa rted maki-
ana seed prices, (the most commion farm in which farmers market
mgichanal, were converted to pop equivalents by using a Conver-
cion ratio of 40%, as reported by interviewed g'rrncessm's.“‘ The re-
sults are shown in Fig. 1.

1 Bpcause miafgins were nac coliected thrangh the seoee tme pesiad for whalesat
ers and retallers, margin rates were impnsed o the foliowing periosl

Tha results show that the farmers receive 55% aof the final retail
price in Fatna, when makhana iz sold loose, Sinee there are noe hen
efits to the farmer from the branding process, this share declines to
S00% in the final price of the low-price branded products. The retail
margin is the second most impottant component in the fimal price,
accounting for 19% and 22% in the final retail price of loose and
low-price branded products, respectively, Processors and urban
whalesalers count for equal shares in the final retail price. In short,
the emergence af packing and branding {eads to a higher off-farm
share in the retail price compared with the price formation of loose
products.

Conclusions

In response to growing incomes and increasing willingness o
pay for food gualicy and safety, developing countries see an
increasing differentiation and choice in food retall markets. In a de-
tailed case study of makhana in Bihar, we document the fast ermer-
gence of MOTe SXPERSIVE packed and Biranded products. Two Vpes
af hrands can be distinguished, ie. low-price and high-price
brands, Low-price brands focus exclusively on attractive glossy
packing with lirtle consideration for quality, Investments and prof-
its are small, The high-price brands pay attention to quality beyond
packing, including investment in advertiseraents and promotion,
anid they explore options [or value-additisn, and employ special-
ized salesmen. We find that there are little direct benefits to the
farmers from the emergence of these brands,

A commen feature of the low- as well as high-price brands is
that they make several false or misleading clalms (o CoNsUIMErs,
First, several brands have printed on their bags that the quality
contained in the hags is an “export quality grade”. However, such
publicly or privately enforced arades do not exist in practice. As re-
ported by the wholesalers themsebees, the quality of the makfana
cantained in branded bags is often no different from loose prod-
uets. Second, on several branded bags, it is printed that the product
was approved by the local makhana research organization, while in




8, Minten et al  Food Palicy 38 [2013) 23-3¢ EE

Table 10
Frice deterimnants of farm prices of makhans
oLs
Dependent variable = log[Rs Jkyy" Cpefl. fNalue
Chrort pristics fransaceions
Form of sales
Makiana seeds (defanit} Yeg= |
Mzkhana pop lava Yes=1 128 T
Makhana pop mix Yes=1 1.18 3224
Juantity sold in ke bogll 03 3.0%
Immedizte paymeant Yes=1 307 sl
N inptt advances feceived Yei=] ooz 0,37
Mot sold en farmers’ felds o village Yos=1 S ki (B2
Tirming af sales
Cnarber 1 (default) Yes= 1|
Quarter 3 Wegw 1 -MoE -1.78
Quiatter 4 Yes=1 —L05 2,20
Type of buyer
Trader collector in village [autside wholesale market) {defawlc) Yag = ]
w'halesaler from this districe Yes=1 016 - 383
wholesaler from outside this district ¥egml -nn3 ]
Processon Yez=1 003 -0.43
Shakti Sudha Indusiries{ket Se Barar Tak of farmer co-op Yes=1 s 2,38
Rezailer Yos=1 Qs 1.27
Thracteristics furmer
Age of 1he kead of howsehold s o.on -4
sige af the houselaeld Numer 0.00 1.11
Head of househald = illiteraze Yes=1 i 036
Intercept 343 3112
mumber of chaerdatinns 186
F-squared [LF: ]
Foant mvean sguace o nia

nn

180 ]"—
163
«.urkan retailer
1= i a urban wholesaler
120 w packngEbranEng
= a1 ® TAnspart
=2 B0 B = rural winlesaler
| & processing
&0 ® farmet pajs o eguaivalent
a0
it}
ik

Lanse Lawe-priced prand

Fig. 1. Frice eompusition makiorme Pata market July-Algust 20085

artuality the oreanization was not involved, Third, further claims
are made by the largest branding company regarcing hackward
linkazes with farmers, while i truth few of such backward link.
ages exist. In short, these findings highlight &0 important problem
in these settings related 1o the protection and empowerment of
ronsumers against a lack of quality assurance and transparency.
The brand name's faillure to guarantee quality to its consumers
seems symptomane of the problems of enforcing intellectual proj-
erty rights in & number of developing countries, including India.
Effective branding processes in agricuitural markets are often
undermined by the emergence of other, sometimes illegal, brands
very similar to original smes, but they put little effort in to ensuring
the required quality or safety of their products.® Such brands then
often create confusion for consumers, especially in Jow-educated
pupulations. The emergence of these brands and the lack of effective

S| ik es 2l (200@) give examples froon simdlar problems i the spread of Hegal
pransgenetic seeds in India

* crandard erpess cstimated 2fer accounting Tor within clusser village] correlations and possibile heteroskedasticity.

intellectual property npht protection can lead to less than optimzl
markest chaices and a loss of consumer welfare as innovators willing
£ make investments in guality assurance might not have the fight
incentives to do so.

This research indicates several policy implications. First, the re-
sults highlight the importance of independent certification mecha-
nisms for consumer protection. Several claims done by some of the
low-price and high-price brands are false and misleading. The lack
of an sffective consumer protection body leads to misinformation
to consumers and less effective quality determinants for consum-
ers in the market place.

Second, an important guestion remains regarding how poor
tarmers can be directly connectsd to major branding companies
and potentiatly capture some of the benefits of branding in retail
matkets. [n food markets we see that some modern companies in
developing countriss — be it processing or retail - invest in back-
ward linkages to farmers to ensure timeliness, quality, food safety,
and traceability characteristics of their supplies (Reardon et al,
2009). The role of the government is then to assure that the appro-
priate conditions for investments hy the private sector are in place.
This can be done by assuring property rights, law and order, roead
and communication infrastructure, and education of rural house-
nolds: all things that the state of Bihar had been lacking and only
improved recently.

Third, the brandimyg systems found in this research differ widely
fram effective branding practices in other sectors and countries.”
Brands in this setting in India have seemingly little function other
tham the packing function as they provide little credible information
to the consumer on the characteristics of the product. 1t is likely that
most cutrent branding practices will be unsustainable as consumers

B g fperges-Sennou #f b, 2004; Carviguiry and Baboock, 2007, Jexanowshki e al,
Ap10: Rarstan and Smith. 2005; Ménard anid Klein, 2004 Fapadupoulas, 2004
Ponte, 2002 Ward et al, 1985; Wohlgenant, 10403
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become more demanding and informed over time and because ey
do ot lead to 3 loyal consumer base, which is a requirement for sue-
cess of a given brand,

Given the fast emergence af brands and the lack of empirical
evidence an the effects of brands in food markets in developing
countries, this should be fertile ground for future research, The re-
search questions that should be further pursued relate most
importantly to the needed conditions of an institutional environ-
mient for surcessful development of effective brands, (o ensure
quality and safe food at prices that are affordable for consumers
in developing countries. Also, the condizions required o ensure di-
rect benefits Lo poorer farmers from the emergence of fond brands
and a better understanding of the evolution of branding practices
over time in developing countries is required, especially when
transitional states move toward a situation where branding repre-
sencs a guarantes of guality.
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