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Margins and Market Efficiency of Soybean Marketing: An empirical Study from Belagavi district, Karnataka


ABSTRACT

Soybean (Glycine max L.) is a globally significant crop, valued for its edible oil, vegetable protein and industrial applications. This study investigates the marketing channels, costs, margins and efficiency of raw soybean in Belagavi district, Karnataka. Primary data were collected from farmers, food processors, wholesalers and commission agents-cum-traders. Bailhongal and Hukkeri taluks were purposively selected due to their prominence in soybean production and trade. Farmers were chosen using a multistage sampling technique, while market intermediaries were randomly selected. The marketing efficiency index was estimated using Acharya’s method, and factors influencing farmers’ preference for direct sales were analyzed through Garrett’s ranking technique. The study identified two main marketing channels, viz., Channel I, representing direct sales from producers to processors, and Channel II, involving intermediaries such as wholesalers and commission agents-cum-traders. Farmers predominantly preferred direct marketing to processors, motivated by the expectation of better prices.

Findings indicate that producers and wholesalers incur the highest marketing costs, primarily due to transportation, deductions and statutory charges. The analysis highlights the relative importance of various cost components and suggests that understanding these costs can help stakeholders streamline operations, reduce inefficiencies, and improve supply chain performance. Channel I was found to be more efficient than Channel II and in overall, marketing in Bailhongal demonstrated higher efficiency compared to Hukkeri. To enhance overall marketing efficiency, the study emphasizes the need to collectivize farmers through Farmer Interest Groups (FIGs), Commodity Interest Groups (CIGs) or federated Farmer Producer Organizations (FPOs). Such collective structures can strengthen bargaining power, facilitate better price realization and optimize soybean marketing outcomes.
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1. INTRODUCTION

Agriculture forms the cornerstone of India’s civilization, culture and heritage, serving as the primary means of human sustenance. As emphasized by Palaniappan Shanmugam et al. (2023), the cultivation of natural resources plays a pivotal role in stabilizing human livelihoods and forecasting economic development. It encompasses not only skill and creativity but also scientific precision in crop cultivation and livestock management through advanced production technologies (Gour, 2016). Even today, agriculture remains the backbone of the Indian economy, supporting the livelihood of more than half of the country’s population and contributing about 17.7 percent to the national Gross Domestic Product. India is on track to reach its goal of becoming a trillion-dollar economy by 2024-25, with a current GDP growth rate of 8.4 per cent (Anonymous, 2021), which is achieved now.
Among various crops, soybean (Glycine max L.), commonly known as soya or soja bean, holds a significant place in the global economy as an important edible seed. It is a vital source of plant-based protein for millions and serves as a key input in several industrial and chemical processes. Being a leguminous crop, soybean acts as both a protein-rich food and a major oilseed. However, its direct use in food preparation and digestion is somewhat constrained by the presence of trypsin inhibitors. The crop’s adaptability to a wide variety of agro-climatic conditions has facilitated its rapid spread and growing economic relevance. Often referred to as the “miracle crop” or “wonder crop”, soybean is highly valued for its nutritional richness and multiple uses, especially in the manufacture of vegetable oil and margarine. Soybean oil is widely used in its pure form for salad dressings and for making mayonnaise, providing direct and indirect employment to nearly six million people across India.

Over the years, the soybean sector in India has shown remarkable growth, with production expanding steadily and outperforming most other oilseed crops except groundnut. Since its commercial introduction in 1971–72, India has emerged as one of the leading producers and consumers of soybean in the world. Currently, the country produces about 125.81 lakh tonnes from 118.31 lakh hectares of land, achieving an average productivity of 1063.39 kg per hectare (Anonymous, 2024a). Madhya Pradesh continues to be the major soybean-producing state, contributing approximately 53 percent of the total area under the crop. In Karnataka, soybean is cultivated on about 4.37 lakh hectares, yielding 4.26 lakh tonnes with a productivity level of 973 kg per hectare during 2023–24 (Anonymous, 2024b).

Agricultural marketing is an essential pillar of the farm economy, extending well beyond production and consumption activities. It plays a critical role in linking farmers and consumers, ensuring stable prices and improving value realization. Despite its significance, marketing systems often face numerous structural and operational inefficiencies that hinder performance. Previous studies by Chaval et al. (2014) has shown that marketing efficiency tends to decline as the number of intermediaries increases. Similar conclusions were drawn by Solanki et al. (2014) too in their study on soybean marketing in the Malwa plateau of Madhya Pradesh.
The insights derived from this research will help to guide strategies aimed at improving marketing efficiency and also convince practitioners aiming to enhance rural livelihoods and optimize agri-value chains. Furthermore, the results may provide a foundation for policymakers to design interventions that enhance infrastructure, strengthen farmer collectives and establish transparent, fair and sustainable soybean marketing systems in Belagavi district and beyond, as suggested by Hazari and Khobarkar (2015). In this context and background, the present study was conducted with the following objective.
· To map the existing marketing channels for raw soybean in Belagavi district of Karnataka and to analyze the marketing costs, margins and efficiency across different channels.
2. METHODOLOGY
Belagavi district was purposively selected for the present investigation due to its prominence in soybean production in Karnataka. Within the district, Bailahongal and Hukkeri taluks, along with their corresponding market centres, were deliberately chosen as they represent the primary soybean-producing regions and serve as key marketing hubs for the crop. To obtain the required information, primary data on marketing costs, margins and marketing channels were gathered from sample farmers and market intermediaries, including wholesalers, commission agents-cum-traders and processors. The multistage sampling method was employed for the selection of farmers. Six villages (three from each selected taluk) were randomly chosen and from each village, 10 farmers were randomly selected, resulting in a total sample of 60 farmer respondents.
In addition, 10 wholesalers and 10 commission agents-cum-traders were randomly chosen from each of the two markets, bringing the total number of market intermediaries to 40. Furthermore, a single soybean processing firm, ADM Agro Industries located in Dharwad, was purposively included in the study as it is the only existing prominent processor in Dharwad–Belagavi region and considered as the final consumer of raw soybean for analytical purpose. For the analytical part, tabular analysis was employed to present and interpret data related to marketing efficiency, costs, margins and other relevant parameters. Descriptive statistics such as, means and percentages were used to summarize the data. The mean values were considered for the estimation of marketing costs, margins, marketing efficiency and other indicators. For analysing the marketing efficiency, the following parameters have been estimated.
2.1 Marketing Efficiency Index
2.2 Producer’s Share in Consumer Rupee
2.1 Marketing Efficiency Index
The marketing efficiency index represents the ratio between the net price obtained by the producer and the sum of total marketing costs and the aggregate net margins of intermediaries. This indicator provides insight into the relative efficiency of different marketing channels for soybean, particularly highlighting those with lower marketing expenses. The index is computed using the following formula proposed by Acharya. 


where, 
 MEI = Marketing efficiency Index
 NP = Net price received by the farmer
 MC = Total marketing cost
 MM = Total marketing margin

2.2 Producer’s Share in Consumer Rupee
The producer’s share in the consumer’s rupee refers to the proportion of the net price realized by the farmer in relation to the final price paid by the consumer, expressed as a percentage. This measure indicates the extent to which farmers benefit from the total price paid by the end user (soybean processor).It is calculated by using the following formula,

 
where, 
 PSCR = Producer’s share in consumer rupee
 NP = Net price received by the farmer
 PC = Final price paid by the consumer 
To examine the factors influencing farmers in selling the soybean directly to soybean processor, Garrett’s Ranking Technique was employed. 
2.3 Garrett’s Ranking Technique

Under this method, respondents were requested to rank the factors influencing farmers in selling the soybean directly to soybean processor and the assigned ranks were subsequently converted into scores using a following formula for analysis. 
 100 (Rij – 0.5)
 Per cent position= ——————
 Nj 
where, 
 Rij = Rank given to ith item by jth respondent
 Nj = Number of items ranked by the jth individual.
To determine the relative significance of each factor, the scores assigned by the respondents were summed and averaged for every factor. The factor exhibiting the highest mean value was regarded as the most important and given the first rank, while the others were arranged sequentially in descending order according to their respective mean scores.

3. RESULTS AND DISCUSSION

Marketing dynamics of soybean refers to the complex interplay of factors influencing the movement of soybean from producers to final consumers, encompassing the structure, conduct and performance of the marketing system. It can be investigated by studying in detail regarding the marketing costs, profitability and marketing efficiency . Together, these components determine the overall performance, profitability and sustainability of soybean marketing channels, which are presented under the following sub-titles.
3.1 Identification of the marketing channels for soybean
In the study area, two major marketing channels were identified for the sale of raw soybean from farmers to processors, who serve as the final consumers. Namely,
Channel I: Producer → Soybean Processor
Channel II: Producer → Wholesaler → Commission Agent-cum-Trader → Soybean Processor

As shown in Table 1, in Bailhongal taluk, 60 per cent of farmers marketed through Channel I and 40 per cent through Channel II, while in Hukkeri taluk, 53.33 per cent sold via Channel I and 46.66 per cent via Channel II. Overall, in Belagavi district, 56.66 per cent of the sampled farmers preferred Channel I and 43.33 per cent used Channel II (Fig. 1). Similar findings can be noticed in the findings of Kausadikar and Deshmukh (2018), who revealed the marketing dynamics of soybean in the Parbhani district of Maharashtra.



Table 1. Marketing channels in soybean marketing in the study area
(n=60)
	Channels
	Intermediaries involved
	Farmers involved (No.)

	
	
	Bailhongal Taluk
	Hukkeri Taluk
	Total

	I
	 Producer Soybean Processor
	18
(60)
	16
(53.33)
	34
(56.66)

	II
	Producer  Wholesaler  Commission agents cum traders Soybean Processor
	12
(40)
	14
(46.66)
	26
(43.33)

	
	n
	30
(100)
	30
(100)
	60
(100)


*Figures in the parentheses indicate percentages to the total



Farmers mainly preferred selling directly to processors due to the assurance of better prices, which recorded the highest Garrett mean score (54.78). The higher profit margin (54.58) and absence of intermediaries were also key motivators that incentivize direct selling, promoting better returns for farmers, followed by spot payments, accurate weighment and after-sales support (Fig. 2). Though factors such as nearby procurement centres and service convenience also influenced marketing choices, they were relatively less important. However, due to pre-agreed contracts and credit linkages with wholesalers, a portion of farmers (43.33%) continued to sell through Channel II.

Table 2. Factors influencing farmers in selling the soybean directly to soybean processor
 (n=60)
	Sl. No.
	Factors
	Garrett Score
	Garrett Mean
	Rank

	1
	Remunerative price
	3827
	54.78
	I

	2
	High margin
	3275
	54.58
	II

	3
	Absence of middlemen
	3121
	52.01
	III

	4
	Spot payment
	3021
	50.35
	IV

	5
	Proper weighments
	2962
	49.36
	V

	6
	Nearby procurement centres
	2782
	46.36
	VI

	7
	Good after sales’ support
	2552
	42.53
	VII

	

	
	
	
	



3.2 Marketing costs incurred by various stakeholders
Table 3 presents the distribution of marketing costs borne by different stakeholders, viz., producers, wholesalers and commission agents-cum-traders, across the two marketing channels in Bailhongal and Hukkeri taluks. Among producers, the total marketing cost was found to be relatively higher in Channel I, i.e., ₹680 per quintal in Bailhongal and ₹700 per quintal in Hukkeri compared to Channel II (₹487/Qtl in Bailahongal and ₹475/Qtl in Hukkeri respectively). The major cost component for farmers in both taluks was deductions, accounting for more than 60 percent of the total cost, emphasizing the need for stakeholders to closely monitor and effectively manage these deductions within the marketing process, followed by transportation expenses, which contributed between 22 to 29 per cent. Other minor costs included loading and unloading, packing, weighment and miscellaneous expenses.

For wholesalers, the overall marketing cost was ₹740 per quintal in Bailhongal and ₹750 per quintal in Hukkeri. The largest cost components were market fees (around 42%), taxes (about 17%) and rent and electricity charges (4%), indicating the significant financial burden of regulatory and operational charges at the wholesale level. This pattern also explains why a considerable portion of soybean transactions in Hukkeri taluk occurs outside the APMC markets. Proper management of these charges can directly influence the profitability and pricing decisions of intermediaries.

In the case of commission agents-cum-traders, marketing costs were relatively lower, amounting to ₹324 per quintal in Bailhongal and ₹334 per quintal in Hukkeri. The most prominent expenditure was on taxes (about 39 to 40%), followed by rent and electricity (around 9%) and miscellaneous costs (7 to 8%). Obtained results are in-line with the findings of Tiwari and Ramchandra (2022). Overall, the results indicate that producers and wholesalers incur the highest marketing costs, particularly due to transportation, deductions and statutory fees. The data also suggest that Channel I (direct selling to processors) involves higher transportation costs but fewer intermediary expenses, whereas Channel II includes additional costs linked to intermediary margins and commissions. Hence, improving logistics infrastructure and reducing unnecessary deductions could enhance marketing efficiency and farmers’ net returns in soybean marketing. In summary, the analysis reveals the relative importance of different cost components in the soybean marketing system of Bailhongal and Hukkeri. A deeper understanding of these cost structures enables stakeholders to adopt better marketing practices, reduce inefficiencies and enhance the overall performance of the soybean supply chain.
Table 3. Marketing costs incurred by various stakeholders in marketing of soybean
 ([image: G:\15rupee11.jpg]/Qtl.)
	Sl. No.
	Particulars
	Producer
	Wholesaler
	Commission agent cum trader

	
	
	Bailahongal 
	Hukkeri 
	Bailahongal 
	Hukkeri
	Bailahongal
	Hukkeri

	
	
	Channel
-I
	Channel
-II
	Channel
-I
	Channel
-II
	Channel 
-II
	 Channel 
-II
	 Channel -II
	 Channel -II

	1
	Transportation cost
	150
(22.05)
	130
(26.69)
	170
(24.28)
	140
(29.47)
	20
(2.70)
	30
(4)
	15
(4.62)
	25
(7.48)

	2
	Loading and unloading
	10
(1.47)
	10
(4.10)
	10
(1.42)
	10
(2.10)
	10
(1.35)
	10
(1.33)

	10
(3.08)
	10
(2.99)

	3
	Commission charges
	-
	-
	-
	-
	104
(14.05)
	-
	-
	-

	4
	Packing costs
	11
(1.61)
	11
(2.75)
	11
(1.57)
	11
(2.31)
	9
(1.21)
	9
(1.2)
	9
(2.77)
	9
(2.69)

	5
	Rent and Electricity Charges
	-
	-
	-
	-
	30
(4.05)
	30
(4)
	30
(9.25)
	30
(8.98)

	6
	Market fee
	-
	-
	-
	-
	312
(42.16)
	312
(17.33)
	-
	-

	7
	Tax
	-
	-
	-
	-
	130
(17.56)
	130
(17.33)
	130
(40.12)
	130
(38.92)

	8
	Weighment Charges
	1
(0.14)
	1
(0.2)
	1
(0.14)
	1
(0.21)
	1
(0.13)
	1
(0.13)
	1
(0.30)
	1
(0.29)

	9
	Deductions
	468
(68.82)
	312
(64.06)
	468
(66.85)
	286
(60.21)
	104
(14.05)
	104
(13.86)
	104
(32.09)
	104
(31.13)

	10
	Miscellaneous cost
	40
(5.88)
	23
(4.72)
	40
(5.71)
	27
(5.68)
	20
(2.70)
	20
(2.66)
	25
(7.71)
	25
(7.48)

	
	Total marketing cost
	680
(100)
	487
(100)
	700
(100)
	475
(100)
	740
(100)
	750
(100)
	324
(100)
	334
(100)


*Figures in the parentheses indicate percentages to the total
3.3 Marketing margins and marketing efficiency in marketing of soybean
Table 4 presents the marketing margins, price spread and marketing efficiency across different stakeholders and marketing channels in the Bailhongal and Hukkeri markets. The results reveal that Channel I is more efficient compared to Channel II in both taluks. The producer’s share in the consumer’s rupee was higher in Channel I, i.e., 87.63 per cent in Bailhongal and 87.27 per cent in Hukkeri, indicating that farmers obtained a greater portion of the final price when selling directly to processors. In contrast, Channel II recorded a lower producer’s share of 71.98 per cent and 71.87 per cent, respectively, due to additional intermediary margins and marketing costs.
The total marketing cost was considerably lower in Channel I (₹680 to 700/Qtl) compared to Channel II (₹1,551 to 1,559/Qtl), reflecting the impact of fewer intermediaries. Similarly, the price spread, which represents the difference between the consumer’s price and the producer’s price was much smaller in Channel I (₹680 to 700/Qtl) than in Channel II (₹1,636 to 1,649/Qtl). In terms of marketing efficiency, Channel I achieved a higher marketing efficiency index of 7.08 in Bailhongal and 6.85 in Hukkeri, while Channel II showed lower efficiency scores of 2.56 and 2.55, respectively. This indicates that direct marketing to processors ensures greater cost-effectiveness and better returns to farmers. Overall, the findings highlight that reducing intermediary involvement improves both marketing efficiency and farmers’ income. Promoting direct linkages between producers and processors can therefore enhance profitability, transparency and sustainability in the soybean marketing system of Belagavi district. Hence, Channel I was found to be comparatively more efficient for soybean marketing and in overall , the marketing channels in Bailhongal demonstrated higher efficiency than those in Hukkeri. These findings are in line with the results reported by Vasisnav et al. (2022), who observed similar trends in marketing efficiency, costs, margins and price spread in soybean marketing in Baran district of Rajasthan.
Table 4. Marketing margins and marketing efficiency in marketing of soybean 
 
 ([image: G:\15rupee11.jpg]/Qtl.)
	Sl. No.
	Stakeholders
	Particulars
	Bailhongal Market
	Hukkeri Market

	
	
	
	Channel
-I
	Channel
-II
	Channel
-I
	Channel
-II

	1
	Farmer/Producer
	Net price received
	4820
(87.63)
	4203
(71.98)
	4800
(87.27)
	4215
(71.87)

	
	
	Marketing cost
	680
(12.36)
	487
(8.34)
	700
(12.72)
	475
(8.10)

	
	
	Selling price
	5500
(100)
	4690
(80.32)
	5500
(100)
	4690
(79.97)

	2
	Wholesaler
	Purchasing price
	-
	4690
(80.32)
	-
	4690
(79.97)

	
	
	Marketing cost
	-
	740
(12.67)
	-
	750
(12.78)

	
	
	Margin/Profit
	-
	50
(0.85)
	-
	50
(0.850

	
	
	Selling price
	-
	5480
(93.85)
	-
	5490
(93.62)

	3
	Commission agent cum trader
	Purchasing price
	-
	5480
(93.85)
	-
	5490
(93.62)

	
	
	Marketing cost
	-
	324
(5.54)
	-
	334
(5.69)

	
	
	Margin/Profit
	-
	35
(0.59)
	-
	40
(0.68)

	
	
	Selling price
	-
	5839
(100)
	-
	5864
(100)

	4
	Soybean Processor
	Final price paid by consumer (Soybean Processor)
	5500
(100)
	5839
(100)
	5500
(100)
	5864
(100)

	5
	Total marketing margins
	-
	85
	-
	90

	6
	Total marketing costs
	680
	1551
	700
	1559

	7
	Price spread
	680
	1636
	700
	1649

	8
	Producer's share in consumers’ rupee (%)
	87.63
	71.98
	87.27
	71.87

	9
	Marketing Efficiency Index
	7.08
	2.56
	6.85
	2.55


*Figures in the parentheses indicate percentages to the total
4. CONCLUSION
Soybean, commonly referred to as the “wonder crop”, is highly valued for its nutritional quality and diverse uses. In the study area, two main marketing channels were identified for raw soybean from farmers to food processors, the latter acting as the primary consumers. Channel I represents direct sales from producers to processors, while Channel II involves intermediaries such as wholesalers and commission agent-cum-traders. Farmers generally preferred direct marketing to processors due to the expectation of better prices.

The analysis showed that producers and wholesalers bear the highest marketing costs, primarily due to transportation expenses, deductions and statutory charges. Understanding the contribution of each cost component in the soybean marketing system of Bailhongal and Hukkeri can help stakeholders streamline operations, minimize inefficiencies and enhance overall supply chain performance. Among the two channels, Channel I was found to be more efficient and in overall, marketing in Bailhongal proved more effective than in Hukkeri. To further improve efficiency, there is a need to organize farmers into collective structures such as Farmer Interest Groups (FIGs), Commodity Interest Groups (CIGs) or federated Farmer Producer Organizations (FPOs), which can strengthen bargaining power and optimize marketing outcomes.
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Fig. 1 :Percent composition of marketing channels followed by soybean growing farmers in Belagavi district
% of farmers involved	[VALUE]
[VALUE]

Per cent of soybean growing farmers follwing marketing channel I	Per cent of soybean growing farmers follwing marketing channel II	56.66	43.33	

Fig. 2. Factors affecting farmers to sell  soybean directly to soybean  processor

Garrett Mean	Good after sales’ support	Nearby procurement centres	Proper weighments	Spot payment	Absence of middlemen	High margin	Remunerative price	42.53	46.36	49.36	50.35	52.01	54.58	54.78	
Garrett Mean Score
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