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An Introduction 

The Green Revolution and the large scale increase in irrigation in India brought about a sustained increase in agricultural production over the past forty years. Together with the increase was a growing specialisation in the growing of particular crops in particular regions. While agricultural productivity has increased, the movement away from agricultural production for own consumption to production for sale has resulted in the creation of two logistics chains that has taken power away from agricultural producers to those that can control these chains. The two chains that are controlled by different players are the financial chain as well as the product supply chain. While formal banks and micro finance institutions have increasingly taken a bigger role in the logistics of finance, the product supply chain remains largely in the non- formal economy, that is now gradually becoming a part of the $50billion retail industry.1 The Just Change India Producer Company (JCIPC) was set up with the agenda to ensure that that agricultural producers can take greater control of the supply chain by establishing trade of these commodities between them. This article reviews the experiences of JCIPC, using case studies of the rice and coriander supply chain. 

The context of JCIPC's intervention is one with agriculture consistently reducing its share of the GDP, with some studies suggesting that it has fallen to below 22% in the year 2003. The service sector on the other hand has consistently been increasing its share of GDP. The services component of the agricultural industry (like branding of agricultural products, organised retail and hospitality) has continued to increase causing many large companies to make strategic shifts in their portfolio. 
The exit of Unilever and Tata from the plantation sector is in no small part due to the decline in the farm price of commodities and an increase in the margins in branding of the product.3 Large companies continue to retain their plantations only when their original lease conditions can be modified to accommodate uses like the creation of a holiday home or resort.4 Given the changes in the business landscape, it becomes necessary for small producer groups to re-imagine their role in the logistics chain in order to retain a share in income that is incrementally being claimed by others in the chain. 

The History of JCIPC 

JCIPC was formed by four producer groups in order to substantially take control of a value chain that was being lost to many others in the chain. Taking the lead was the Adivasi Producer Group in Gudalur, the Nilgiris. Two womens federations in the neighbouring districts of Kozhikode and Malapurram were among the founder members along with the largest of the four partners: The Paschim Orissa Krishi Jeebi Sangho (POKS). Given that these four producer groups produced different products, the producer company was formed to trade these commodities between the producer groups. A diagrammatic representation of the possibilities of trade between the Adivasi Producer Group and the others is shown below. 

As producers of coconut oil, soaps and other products SAWARD of Kozhikode and BVM of Malapurram supplied these products and received tea in return processed by the AMS in Gudalur. Between the many small community based organisations across Western Orissa, POKS produced nearly all products that were consumed in Kerala and Tamil Nadu. However, there was one tiny problem in ensuring that there was a link between Orissa and the south: logistics. When the cost of storage, transport and processing was factored in, it was uneconomical to sell the goods in Kerala. In the reverse direction, it was still possible to sell tea and coconut oil to Orissa as the price mark-up for these products were in the range of 200-300%! For producer groups that were hitherto accustomed to being sellers of agricultural commodities, looking at their groups as potential buyers of other communities products was both exciting and distant. Exciting, because it gave them the possibility of setting up small business and distant because increased sales of their commodities would probably only be a distant possibility. 

Fig 1: Trading Possibilities for the Adivasi Producer Group, Gudalur 
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Choosing the right company structure 

After the decision to intervene was taken, the question then was what was the right legal structure to use to start trading. There were many discussions on using the private limited company, a cooperative or even a private trust to commence trading. After much deliberation, it was decided that it would be registered as a producer company. The producer company was legally formed through an amendment in the companies act with features of both a company and a cooperative. Three key reasons for the choice of the producer company act include: 

1. It was effectively a private limited company that could conduct trading without any legal restrictions 

2. It allowed for informal producer groups to be shareholders of the company 

3. The structure could be designed so that it was democratic: one shareholder, one vote 

Intervening in the value chain 

While there existed a theoretical case for exchange of commodities between producer groups, the logistics of ensuring that the intervention was financially sound needed to be addressed. At the same time, should the groups that were currently making supply side interventions increase their scale of operations given the possibility of greater market access through a network of producer communities? 

The groups all had some experience in conducting some value addition in the supply chain in commodities that they were involved in. However, each group was also limited in that the interventions that were being made while definitely improving the outcomes for producers, the outcomes did not transform the value chain. The Adivasi Tea Leaf Marketing Society was able to improve the price obtained by the Adivasi growers for green leaf, but the higher price did not always translate into a better outcome for the growers. This was partly due to the fact that tea prices had come down, and as a result a large part of a family income came through wages and not through the sale of tea leaf. The coconut processing unit in Kozhikode did get a better price for the coconut oil produced, but it did not translate to a higher income for all the members. Similar to the Gudalur situation, the scale of operations was very small given the new market realities, and thus could not substantially change the incomes of members. And similar initiatives in Orissa were not able to make a substantial difference to the income of small and marginal farmers in western Orissa. Despite the best intentions of many interventions aimed at enhancing farmer incomes, the current supply chain of agricultural commodities does not allow for meaningful participation by small and marginal farmers. 

A frequent and oft repeated position by many commentators is that the rise in retail prices is directly correlated to an increase in farm prices.5 Worldwide, unprecedented rates of inflation from the year 2006 has resulted in severe social unrest in many parts of the world. Other reasons for this price spike include an increase in petroleum prices, increasing levels of income in developing countries as well as a decrease in agricultural production. While this might explain a part of the price increase, the case studies of two products will demonstrate that other other possible explanations exist given changes in consumer preferences as well as a degree of profiteering by those having greater influence on the supply chain. The post harvest mark up of prices due to the serviceisation of the agricultural chain has further increased retail prices that consumers pay. 

Despite some increase in farm prices over the past ten years, it has not kept pace with the spectacular growth in the service sector at around 30% per annum.6 The growing incomes of people associated with the service sector including areas like real estate and information technology, simultaneous with increased migration of manual labour to urban areas in search of work. While many have suggested that there has been an increase in rural incomes across India, it has been mainly driven by an increase in non-farm incomes like construction labour, and helped through schemes like the National Rural Employment Guarantee Scheme. At the same time, increasing coverage through the subsidised public distribution system has made for an increase in net income available for rural farm households. 

In a context where agriculture was losing ground to other sectors, the question before JCIPC was on the nature of intervention required to make an impact among the producer groups that we were working with. The options before the company included: 

1. Collectivisation of produce and selling in larger markets that were a little more distant from 

their places of production 

2. Developing a niche market of ethical consumers in products made by the producer groups 

3. Selling tea, coconut oil and other products between the producer groups 

4. Working with one producer group to develop a retail system that could absorb products sourced from other producer groups 

The system that was finally adopted was a hybrid of all four, but with an increasing emphasis on the fourth method. They key decision to use the fourth method was a logistics one. While it was possible to sell small quantities between producer groups, it was not going to become a financially viable operation, unless it could reach a tipping point in terms of scale. 

Developing the Business Model 

Reviewing the existing models of trade, the favoured method was to collectivise sales in order to access a slightly more distant market that will offer a higher price. Many examples of this intervention exist across India, including interventions by BAIF Development Research Foundation, Zameen Organic and smaller ones like SOFA. However, as BAIF and Zameen have found out that while collectivisation does offer the opportunity to increase farm income marginally, the scale of operations for organisations to make it viable makes it a substantial barrier for organisations of small growers. 

The second option available for the company was to develop a niche market of ethical consumers or cater to a demand that is currently under serviced. Like Zameen and SOFA, it was also possible to tap into the market of conscious consumers that demanded organic or fair trade products. As a part of this strategy, JCIPC exports spices and tea to the United Kingdom that are sold online through the New Internationalist catalogue or networks of volunteers across the UK. The exports of the company currently provide the cushion of profits necessary for re-investment, while the local operations run at a break-even level. Other possibilities in the social entrepreneurship space including developing the niche market in urban India. Examples of this kind of company include SEWA, Mother Earth and Fab India. These initiatives have been able to raise the profile of responsible shopping, the impact on community income and the possibility to impact a wider community has been debated.
The third option before the company was to sell tea, coconut oil and other products between producer groups. Critical to this option was the question of how to source commodities so that it would be a logistically viable exercise. At the same time, most groups were confident of managing the logistics of selling a single product that they produced, they were much less sure of buying and then retailing different products over which they had a limited knowledge. This was context in which JCIPC decided to set up a retail operation that would demonstrate the benefits of taking control of the consumer end of the supply chain. During the course of setting up the business, the key guidelines that were followed included: 

1. How can JCIPC be a company that makes a profit but does not make profit its defining objective? 

2. How can the process of doing business empower the community? 

3. How can JCIPC create value for all stakeholders? 

4. How can JCIPC preserve the planet for future generations? 

After extensive discussions, JCIPC decided to set up a retail system within two of the groups that were members of the company. Both the groups were located in northern Kerala. The retail operation would allow for a ready market for all the products that could be sourced through producer groups. Also, it would give JCIPC a sense of the quantities of these products that could be bought and sold viably. 

People and Profit 
In the process of discussion setting up the company, there was consensus that the company should be run so that it is profitable. Some costs that could be excluded from the profitability equation in the first few years could be promotional costs that would include the costs of all staff not directly involved in the trading operations of the company. There was also agreement that not just the company should be profitable, but also each product should be sourced so that it would be profitable to both producer and consumer. Specifically, when products were sourced from producer groups, it had to make business sense to do so. While the profitability of the company is routinely calculated, so too is the profitability of particular products that are sourced from community groups. 

Empowering the Community 

In the process of conducting business, JCIPC was determined to ensure that the community were empowered during the process. When goods were sourced from producer groups, the focus was to find groups where the owners and producers were the owners or directors of the firm. Similarly, on the retail side of the operations, all the staff that was employed are members of the local community. They also are members of the women’s federations that are shareholders of the company. Especially at the retail end of the chain, the presence of women at the retail end of the chain has helped to breach a male forte of wholesale and retail business in both Kozhikode and Nilambur. There are even stories of men betting that the business will fail, and losing the bet two and even three times. The focus on using local staff to undertake the business has meant a considerably slower pace to the growth and expansion of the company, but a much surer one. It has also meant that the problems that every business faces in terms of cash flow, profitability, logistics and pricing are not just that of the outside managers, but one that has been internalised by the women’s federation! 

Creating Value for All Stakeholders 

During the process of doing business, it was decided that all interventions were to be such that they would create value for all stakeholders. This included paying all taxes and fees due to the government at local, state and national levels. 

Preserving the Planet 

Another principle that JCIPC tries to adhere to is to ensure that through its actions, the company would ensure that reduce to the extent possible, its impact on the planet. While not giving plastic covers and using paper bags was always a routine part of the business, the company has consciously tried to reduce the food miles in the sourcing and sales of agricultural commodities. Over the past couple of years, the company has begun to source organically grown turmeric and toor dal that do not use chemical pesticides and fertilisers that destroy the planet. 

Using these principles, JCIPC has established a retail system in Kerala in the districts of Malapurram and Kozhikode. Initially, most of the products were sourced locally from the large wholesaler in the nearest town and sold to members who were a part of the womens federation. 

Over a period of time, it was then realistically possible to explore possibilities to source commodities from producer groups as it reached a scale where it was viable to do so. Given the large margin available for tea, it was not difficult to source tea even in fairly small quantities. Also, one of the producer groups that founded the company was able to source and supply the tea through a link with a tea factory that they already had. Tea formed a very small part of a households monthly expenses, and over a period of time, the women’s federation was arguing for sourcing rice, spices and sugar from producer groups in order to ensure that both producers and consumers could have a better deal. 

After scoping around, it was not possible to source sugar directly given that the thin margins in the trade of the product after it leaves the factory. The first product that could be sourced from producer groups was rice, and subsequently it was possible to source spices and dal as well. The experience of JCIPC in the chain suggests that while it is much more difficult to make an intervention in rice given the thin margin after the rice leaves the factory, it is much easier to have a business in spices as there is no factory that needs to process it between the farmer selling the produce and it reaching the market. 

The Economics of the Rice Supply Chain 

There are mainly three kinds of rice that are eaten in north Kerala parts and are locally called Kuruva, Matta and Bodhana. The source paddy for the Kuruva variety is called CR 1009 and for the Matta variety is TKM 9. During the past five years, JCIPC has been involved in moves to source the paddy, process it into rice and then sell it through the retail operations of the women´s federations. 

JC price 

Retail Market Price 

After commencing retail operations in August 2006 in Kerala, Kuruva rice was sourced from the local wholesale agent at the local market. While it did allow for the price to be competitive, it was never significantly different from the market price offered by a comparable local retailer. Rice is the staple of Kerala and is consumed in very large quantities in Kerala. An average family of four will consume around 25kg of rice every month, and it is one of the products on which consumers are extremely price sensitive. At some times, it is a product when families make economically irrational decisions to buy a from a shop to save Rs. 25, but spend Rs. 30 on the auto fare to take the rice back home! 

After the first full year of operations, the members of the local federation, especially those managing the retail operations of the company felt the need to offer a more competitive price for rice. The first step in that direction was sourcing the Kuruva variety of rice from a mill in Pudukottai through the Aharam Traditional Crops Producer Company. Beginning March 2008, the first load of rice began to be sold in Kerala. The immediate benefit of the tie up with Aharam was that JCIPC was able to bring down prices but at the same time keep prices from spiking at the time of festivals. This is seen in the graph above in the periods around April 2009 and 2010 as well as in October 2010. Over the past year, while prices of rice went had a sudden spike, JCIPC was able to hold prices through the relationship with Aharam. The main reason for this was because due to the relationship with Aharam, JCIPC was able to predict increases in price in Kozhikode almost two weeks before it actually took place. This is because, the time of transmission of an increase in paddy price at Pudukottai to the increase in the wholesale price of rice in Kozhikode took almost two weeks. Therefore, when the price of paddy was trending up, JCIPC would buy and hold rice before the price spike, especially when stocks were low and/ or demand for rice is expected to go up at festival times. 

At the same time, the quality of rice that is sold by JCIPC has resulted in a market for the quality even when prices have been higher. In the markets we sell the rice in, the quality is gauged by the cooking time of the rice (the longer the better) as well as the taste of the rice water (kanji). Over a period of time, the rice that is sold by JCIPC is associated with better taste of kanji as well as longer cooking time. 

The factors that drive the price of rice up include the price of paddy, fuel, financial and intermediation costs as well as consumer tastes. While the price of rice has gone up partly as a result of an increase in paddy, it does not explain the increase in costs completely. Changes in consumer preferences towards a rice that was totally polished and where every grain was similar to the other has meant the deployment of 'sortex' machines that scan every grain of rice as it comes out of the polishing machine and sorts the rice into sixteen different channels. This fuel intensive process has pushed up the price of rice given a hardening of fuel prices around the world. At the same time, the entry of organised retail through the branding of rice as well as Indian retail chains have pushed up margins available to the wholesalers and retailers. 

Critical is the rice supply chain were two agents that were often played by the same person or different members of the same family. The rice mill had a significant impact impact on the price at which the paddy is purchased as well as the price at which the rice is sold. At the same time, the wholesale agent selling the price plays a critical role in price determination as also in financing the retail sales. Very often, the mill and wholesale agent are the same person and they are involved in providing finance in the supply chain. This dual role of providing finance as well as the skill involved in rice processing make the rice mill a critical player in the business. 

While gaining control of good quality rice at a given price at Pudukottai, JCIPC tracked backwards the paddy that was supplied to a few regions in that area. Through the relationship with Aharam, it was possible to identify the Poompuhar Cauvery Delta Farmers Federation that was established in 2005. The federation was established to support inland farmers that were affected by salination of their lands as a result of the tsunami of December 2004. The federation had many farmers that grew the CR 1009 variety of paddy that was used to make Kuruva rice. Instead of beginning the logistics chain at rice, this year JCIPC began by the procurement of paddy. By providing a price that was around Rs. 50 per bag (of 60kg) above the prevailing market price, PCDFF was able to give farmers a small benefit when at the time of harvest when prices of paddy were depressed. After holding the rice for three months, the paddy was then processed by the mill and sold to Kerala that allowed for a significant increase in the margin available to both producers and consumers. The final figures for the margin are yet to be established, but it is in the range of 15-20% over a three month period. 

A first step in the value chain analysis 

Table 1: Rice (per kg) 

Farm Price 9.97 
Conversion Ratio 1.47 

Cost Price of Inputs 14.66 69.82% 

Storage/ Insurance 0.49 2.33% 

Cost of Processing (Mill/ Factory) 0.8 3.81% 

Input Transport 1.36 6.48% 

Packaging (incl retail packaging) 0.79 3.76% 

Output Transport 1.5 7.14% 

Total Input Cost 19.60 

Sales of by-products 0.80 

Sales of sacks etc 0.37 

Input Cost (NET) 18.43 

Cost of Finance 0.4 1.87% 

Cost (including cost of finance) 18.82 

Branding Premium 1.18 5.60% 

Wholesaler Margins 0.50 2.38% 

Retailer Margins 0.50 2.38% 

Average Selling Price 21 

The intervention in the past four years has allowed JCIPC to make a preliminary analysis of the value chain. The analysis is limited to the chain post harvest. While this is definitely not sufficient given the reality of agricultural finance kicking in before harvest and the cost of inputs, it is a first step to make an analysis that could be used by the producer groups to improve their efficiency in the supply chain. While input costs are the key determinant of the price of rice contributing about 70% of the total cost, two key factors in the chain are the cost of fuel as well as the cost of milling the rice. The former substantially determines the other as paddy is boiled before it is converted into rice. Also, the use of sortex machines and the need to transport paddy to the mill and the rice to the final consumer makes the price of fuel a critical determinant of the price of rice. This does not include how the price of fuel indirectly affects agricultural inputs like pesticides and fertilisers. This includes the cost to transport the paddy to the warehouse, to the mill and finally the processed rice to the point of wholesale sales. Currently, it is not possible to disaggregate the data to get a precise figure for the cost of fuel, vehicle hire and other variables that comprise the transport costs. 

After the costs of transport, the single largest cost is milling cost at around 4% of the total final cost. Again, milling is a fuel intensive process, and a large part of the cost is likely to be fuel expenses and other costs that are incurred by the mill. Within this cost however, there is a small margin, that every mill owner makes. The larger source of profit for the mill is in the sale of by products (around 80paise per kg) like husk and bran. The market over the past five years has moved towards the creation of brands in the rice business means that mills or the branding firms are able to command a premium based on a real or perceived difference in quality. This can be in the range of 4-15% of the final MRP of the rice. In the case of Just Change, the premium is around 5% of the final MRP. 

After the costs of transport, the single largest cost is milling cost at around 4% of the total final cost. Again, milling is a fuel intensive process, and a large part of the cost is likely to be fuel expenses and other costs that are incurred by the mill. Within this cost however, there is a small margin that every mill owner makes. The larger source of profit for the mill is in the sale of by products (around 80paise per kg) like husk and bran. In agreements that mills have with governments for processing paddy into rice for the public distribution system, the fee that is agreed per kilogramme of paddy allows the mill to cover the cost of milling, while the sale of by-products provide the profit for the mill. 

During the past four years, there were limitations in the intervention of JCIPC as the supply chain was fragmented and the company did not have total control over it. This resulted in many key learnings that include: 

1. Taking control of the complete chain in cooperation with local producer groups is crucial to making a sustained impact on farmers’ incomes and consumer price. The inability to lock in a price of paddy for a substantial part of the rice purchased meant considerable fluctuations in the price of the finished product. 2. The minimum volume for the operation to be viable was 10 tonnes. Larger volumes will help reduce the cost of logistics and thus the price for the final consumer 
3. Consumer preferences for the perfect grain of rice was causing prices to go up beyond what it would be if good quality but ´ugly´ rice was being used. The only exception was when there is a serious upward movement of rice, there is a significant increase in cheaper varieties of rice. 

4. The rice mill (by virtue of processing as well as providing finance in the chain) was a critical factor in the final price of rice. The requirement of a mill to produce what is commonly referred to as boiled rice means that the minimum input for one batch of rice is around 20 tonnes of paddy for a medium sized mill. Given a conversion ratio of around 70%, this translates to a minimum output of 14 tonnes of rice. 

The Economics of the Coriander Supply Chain 

After rice, the second product that JCIPC attempted to make an intervention were spices. This included chillies, coriander, turmeric and tamarind. The learnings of all four spices are reasonably similar. This is because all these products do not require a large scale mill or any large scale processing before it is brought to the market. Tamarind requires some processing in that the seed and the fibre have to be removed before it is sold and turmeric requires boiling before it is sold. Both these processes however are small scale in operation and are usually done at a household or a village level. At the same time, in order to keep the freshness and colour of these spices, it is necessary to ensure that it is put into a cold storage facility. These facilities are currently available on hire on a yearly basis. 

Coriander is a common spice that is used in north Kerala. While it is used through the year, there is a spike witnessed around the fasting month of Ramzaan. After harvest, the main process that coriander goes through is grading using a sieve. Broken coriander is separated from whole coriander and both obtain different prices in the market. The region in which the coriander is grown generally determines the price due to the difference in flavour in each region. JCIPC sources coriander from the Dindigul district of Tamil Nadu, which price wise is in the middle band. Higher prices can be obtained for coriander from Gujarat and Rajasthan, while some other regions fetch a lower price than that sourced from Dindigul. 

Over the period of five years, JCIPC has moved from procuring coriander in the local wholesale market to sourcing it directly from a producer group beginning May 2007. Barring brief period between in the year 2010, the prices of coriander when supplied through JCIPC was consistently lower when sourced directly through a producer group. During the unusual spike in price in 2008, JCIPC was able to hold a price of Rs. 80 per kg even when the market price of coriander rose to around Rs. 120 per kg. 

JC price 

Market Price 

Unlike the supply chain for rice, the supply chain for coriander is not intermediated by a mill or a large scale processing unit. Though processed powders do have a market, the larger market is for whole coriander. Processed powders also are generally for mixes: sambar powder, fish masala powder etc. The key factor to retain the freshness of whole coriander is to store the product in cold storage. This ensures that the product keeps its flavour, colour and does not get fungus. JCIPC hires the cold storage on an rate per kg on a yearly basis. As and when needed, JCIPC lifts stock held near Madurai to take delivery in Kerala. The seasonal spike in price for coriander causes an increase in the volume of sales at that time, as JCIPC is able to offer a lower price. 

In the case of coriander, JCIPC was able to take greater control of the supply chain, by adopting the route of delayed marketing: buying at harvest time and selling larger quantities at the time of festivals. This allowed both the producer to get a benefit through a higher price (around Rs. 5 higher), and consumers to enjoy a price cushion during the peak festival time. It could be argued that the benefit to the consumer was marginally greater than the benefit to the producer. However, through bringing both the producer and consumer into the chain, it will be possible to iteratively improve the prices obtained by both. 

Table 2: Coriander (per kg) 

Farm Price 45.00 

Conversion Ratio 1.08 

Cost Price of Inputs 48.38 56.91% 

Storage/ Insurance 2.00 2.35% 

Output Transport 8.00 9.41% 

Total Input Cost 58.38 

Input Cost (NET) 58.38 

Cost of Finance 5.84 6.87% 

Cost (including cost of finance) 64.21 75.54% 

Branding Premium 10.79 12.69% 

Wholesaler Margins 5.00 5.88% 

Retailer Margins 5.00 5.88% 

Average Selling Price 85.00 

Like in the rice supply chain, a large part of the MRP is the post harvest price of coriander. While the transport cost of coriander is around 9% of the MRP, it is likely to be on the higher side for JCIPC. However, this is likely to come down with an increase in the scale of operations, making it a cheaper logistics operation. Like in the rice supply chain, there is a branding premium that is commanded by particular brands for whole coriander. Usually, the bigger the seed, the higher the price commanded. At the same time, the lighter the colour, the higher the price for coriander. This is generally true of the coriander that comes from the same region, as coriander from other regions like Rajasthan generally fetch a higher price in the market. 

Given the interventions in the coriander market, the learnings of JCIPC include: 

1. The size of operations required to make a successful intervention in coriander is significantly smaller than that in rice. Even a small intervention of 1 tonne in a year, can make a difference, especially if one uses a delayed marketing approach to hold the product until there is a significant appreciation in price and sell when the prices rise. 

2. Over the past five year, there has been an increase in emphasis on branding and it is possible to enter the market at local levels with a minimum level of packaging and branding 

3. The ability to sell some processed coriander powder (or combinations that require coriander powder) increases available margins, as it is then possible to sell broken coriander at a premium rather than at a discount. 

4. The ability to hire cold storage facilities even at small scale allows for the successful interventions in the product chain. 

Taking Control of the Chain 

Through its interventions in the market chain, JCIPC has found it possible to both run a profitable business as well as provide a benefit (though very small at present) to both consumer as well as producer. Over the period of five years, it was also possible to move from selling sourced from local wholesale agents to sourcing goods at the point of harvest. While the interventions of JCIPC are generally too small to make a difference to producer income, it is indicative of the possibilities if producer owned companies can take network to take greater control of the supply chain. The key questions that need to be answered for suppliers attempting to make an intervention in the supply chain include: 

1. Defining the market: Central to a successful operation is to define the location as well as the 

pricing segment of the market. Is the market urban or rural and what are the costs of maintaining that market? While a margin of 25% in a distant city might initially look attractive, it will also require a person who is able to manage the relationship with the clients in the city. This usually adds to the cost to the company as it might require an English language, technology savvy person. At the same time, a margin of 8% in a rural area might appear small, but it is likely to be able to move greater volumes without a problem. 

2. Defining the product: Key to ensuring that the intervention is successful is to define clearly the product that the group is intervening in. Is the product whole coriander, broken coriander or is there going to be some kind of value addition? 

3. Managing Credit: Central to the successful operations of any supply chain is the ability to manage credit from suppliers and ensure prompt payment from buyers. While many suppliers are likely to be generous with credit, the result is an unstated lock-in with that particular supplier that often results in companies being at a price disadvantage at crucial times. Ensuring prompt payments from buyers can help to keep credit at manageable levels and therefore retain the company's bargaining position vis a vis the buyers. 

4. Shortening the supply chain: Given the global hardening of fuel prices, it is likely that those having a shorter supply chain are likely to enjoy a price advantage. At the same time, moving towards processes that require less energy could be crucial in ensuring a better price for both consumer as well as producer. 
5. Ownership of a processing intermediary: While it might initially sound very attractive, owning or leasing a mill is very risky given that the the mill owner takes a significant part of the risks in the operations. A mill owner has to pay the suppliers generally on cash, but the sale of the processed product can be delayed causing cash flow problems in the firm. If it then becomes necessary to borrow at commercial rates to keep paying suppliers, the risks to the mill owner increase significantly. Taking ownership of a mill is functional on having a reasonably guaranteed market for the finished product. 
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