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SENIOR SIX TERM 3 

CONSTRUCT: VALUE ADDITION FOR THE MARKET 

TOPIC 1/1: Crop and Crop Product Marketing 

Marketing Functions for Crops & Crop Products 

Marketing agricultural crops and products isn’t just about selling — it’s about managing the 
entire chain from production to consumer while complying with local and international 
regulations. Let’s break it down clearly: 

(i) Product planning & development 
o Identify consumer needs (organic, fair-trade, processed vs. raw). 
o Ensure crops meet quality standards set by local authorities and international bodies 

(e.g., ISO, Codex Alimentarius). 
(ii) Pricing 

o Set competitive prices based on production costs, market demand, and government 
guidelines. 

o Consider international trade tariffs, subsidies, and fair pricing regulations. 
(iii) Distribution (Place) 

o Choose efficient channels: local markets, cooperatives, exporters, wholesalers, or 
direct-to-consumer. 

o Adhere to transportation and storage regulations (cold chain, phytosanitary rules). 
(iv) Promotion 

o Use branding, certifications (organic, fair-trade, non-GMO), and advertising that 
comply with truth-in-marketing laws. 

o Highlight sustainability and traceability to appeal to international buyers. 
(v) Market information & research 

o Collect data on consumer preferences, competitor strategies, and global demand 
trends. 

o Follow data protection laws when handling consumer information. 
(vi) Financing & risk management 

o Secure credit, insurance, and government support programs. 
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o Manage risks like price fluctuations, climate impacts, and export restrictions. 

Regulatory Compliance 

(i) Local regulations (Uganda example) 
o Uganda National Bureau of Standards (UNBS) sets quality and safety standards. 
o Ministry of Agriculture oversees phytosanitary certification for exports. 
o Compliance with food safety laws and labeling requirements. 

(ii) International regulations 
o WTO trade rules: tariffs, quotas, and fair competition. 
o Codex Alimentarius: food safety and labeling standards. 
o EU & US import regulations: pesticide residue limits, organic certification, GMO 

restrictions. 
o Fair-trade & sustainability certifications: ensure ethical and environmentally 

sound practices. 

Advantages of Proper Marketing Functions 

(i) Access to premium international markets. 
(ii) Increased consumer trust through compliance and certification. 
(iii) Better price stability and reduced risk. 
(iv) Stronger brand reputation for farmers and cooperatives. 

The Cobweb Theorem 

 The Cobweb Model (or Cobweb Theorem) is an economic theory describing price 

oscillations in markets where production decisions are made before actual prices are 

known. 

 It is especially relevant in agriculture, where crops take time to grow, and farmers decide 

planting based on last season’s prices. 

How It Works 

(i) Time lag: Farmers plant based on last year’s price. 

(ii) Oversupply: If last year’s price was high, many farmers plant more → market oversupply 

→ prices drop. 

(iii) Undersupply: If last year’s price was low, fewer farmers plant → shortage → prices rise. 

(iv) Cycle continues: This creates a repeating pattern of high and low prices. 

Case Study: Maize Market in Uganda (to show application of cobweb theorem) 

Background: Maize is a staple crop in Uganda. Farmers often decide how much to plant based 
on the previous season’s price. Because maize takes months to grow, there’s a time lag 
between planting decisions and market supply. 
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Scenario: 

o Year 1: Maize prices are high due to a poor harvest the previous year. Farmers respond by 
planting more maize. 

o Year 2: Oversupply occurs → prices fall sharply. 
o Year 3: Farmers reduce planting because of low prices → supply drops → prices rise again. 
o Year 4: Farmers expand planting once more → oversupply → prices fall again. 

This cycle continues, creating oscillating prices. 

� Applying the Cobweb Theorem 

The Cobweb Theorem predicts three possible outcomes depending on elasticity of supply and 
demand: 

Cobweb Type What Happens Example in Maize Market 

Convergent 

cobweb 

Price swings shrink over 

time → market stabilizes 

If demand is relatively elastic (consumers respond 

strongly to price changes), maize prices eventually 

settle 

Divergent 

cobweb 

Price swings grow larger 

→ instability 

If supply is highly elastic (farmers overreact to 

price changes), maize prices become more volatile 

Continuous 

cobweb 

Price swings remain 

constant → perpetual 

cycles 

If supply and demand elasticities are balanced, 

maize prices keep oscillating 

Prediction for Maize in Uganda 

 High farmer responsiveness: Farmers often expand or reduce planting drastically based 
on last season’s price. 

 Demand relatively inelastic: Consumers need maize regardless of price. 
 Result: This combination tends to produce a divergent cobweb — meaning price 

fluctuations grow more unstable over time. 

 Factors Influencing Fluctuations 

 Production lag: Crops take months to grow, so decisions are always based on outdated 
price signals. 

 Elastic supply response: Farmers quickly adjust acreage, amplifying cycles. 
 Inelastic demand: Consumers don’t reduce consumption much when prices rise. 
 External shocks: Weather, pests, and global trade further intensify cycles. 
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How to stabilize agricultural product prices 

Agricultural product prices can be stabilized through a mix of government interventions (price 
supports, buffer stocks, subsidies) and market-based strategies (contract farming, crop 
diversification, futures markets). The goal is to reduce volatility caused by seasonal cycles, 
weather shocks, and global market fluctuations. 

Methods to Stabilize Prices 

(i) Buffer stocks 
o Governments buy surplus produce during bumper harvests and release it during 

shortages. 
o Helps smooth supply-demand imbalances and prevents extreme price swings. 

(ii) Price supports / floor-ceiling systems 
o Establish minimum (floor) and maximum (ceiling) prices for key crops. 
o Protects farmers from very low prices and consumers from excessive costs. 

(iii) Export/import controls 
o Tariffs, quotas, or subsidies regulate international trade flows. 
o Prevents domestic shortages or gluts caused by global market shocks. 

(iv) Crop insurance & risk management 
o Protects farmers against weather, pests, or price crashes. 
o Ensures stable incomes, reducing panic selling. 

(v) Contract farming 
o Farmers sign agreements with buyers at pre-set prices. 
o Provides guaranteed markets and reduces uncertainty. 

(vi) Diversification & value addition 
o Growing multiple crops or processing raw produce into higher-value products. 
o Reduces reliance on one volatile market and stabilizes income. 

(vii) Futures and commodity exchanges 
o Farmers and traders hedge against price fluctuations using futures contracts. 
o Improves transparency and reduces speculation-driven volatility. 

 

Thank You 

Dr. Bbosa Science 


