[bookmark: _GoBack]EXERCISE 18. FARMER AND TRADER PRICING
	OBJECTIVE
After this exercise the participants will be able to:
· Explain how traders set their prices.

	EQUIPMENT NEEDED
· Flip chart, marker pens, calculator
	EXPECTED OUTPUTS
· Farmers have a better understanding of how traders set their prices and what farmers can do to either improve their price negotiating position or to reduce their own costs

	TIME
· 2 hours
	PREPARATION
· None



SUGGESTED PROCEDURE: 
1. Tell the following story (see box on Mr. Khan buys chickens). Use Table 77 to explain the numbers.
2. Afterwards, choose a product that farmers sell and calculate the costs from the market back to the farm.
3. Calculate the costs depending on whether farmers have 10, 100 or 200 units of that product.
4. Also calculate the costs if the market price changes.
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MR KHAN BUYS CHICKENS
In the village of Bengul, there was a group of
farmers who produced chickens. They sold their
chickens to Mr Khan, a chicken trader, for 220
rupees each. Mr Khan took them to the market,
where he sold them for 400 rupees.

One day, one of the farmers, Ahmed, went to.
the market. He found that farmers there were.
selling their chickens to the traders for 350 and
sometimes 380 rupees. He went back to the
village and told the other farmers about this.

When Mr Khan next came to the village, Ahmed
‘asked him why he paid them so little for their
chickens. They wanted a better price. The trader
smiled. “You are right,” he said. “The problem

is that every time | come to Bengul you sell me.
only 12 or 15 birds. At that amount | cannot pay.
you more. If you want a better price you need to
sell me a lot more chickens.”

‘The farmers thought about this. Ahmed then
asked, “What would you give us if we produce
40 chickens every week?"

Mr Khan said *I would give you 250 rupees”.

Ahmed was surprised. “| want to earn more. |
‘want 350 rupees for my chickens. They are the
best chickens in the valley!

Mr Khan smiled again. “Very good, Ahmed. | can
pay you 330 rupees for your chickens, but only.
if you supply me with 100 birds on every visit. If
you can do that | will come every week."

“Let me tell you a little about my business,” Mr
Khan continued. “If we count the cost of fuel,
the vehicle and my driver, my trip here costs me
1,800 rupees: the same if | buy 12 chickens from
you or 100. Then | have to pay 20 rupees per
chicken in taxes and market fees."

“If 1 only have 12 birds, I still have to pay for the
transport and driver. So | can offer you only 150
rupees a bird. But if | can buy 100 chickens from
you, I can pay you more for them and still earn
money. | have written some figures down for
You'to see the prices. Have alook at them, and
call me if you decide to grow more chickens.”

Ahmed studied the figures and spoke with his
neighbors. The farmers knew this was a big
iump i their production. But they worked out a
plan and borrowed money for the chicks, feed,
‘and medicine. Now they produce 100 chickens
‘every week for Mr Khan.

Mr Khan is very pleased with his chickens,
and the farmers work hard together. Both the
farmers and Mr Khan are pleased they are
‘earning more from their chickens.

Mr Khan explained that prices of chickens in the.
market change during the year, so the farmers
must monitor the market prices. They will have.
to accept lower prices at some times of the
vear, and can perhaps ask for a little more when
prices are high.
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TABLE 77. WHY MR KHAN WANTS TO BUY MORE CHICKENS.
(Figures in rupees)
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