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FOREWORD
VEGETABLES FORM A VERY IMPORTANT PART OF Tﬂé DAILY DIET OF THE PEOPﬂE
IN SRI LANKA. 1IT IS ESTIMATED THAT ABOUT TEN PERCENT OF THE AVERAGE
. HOUSEHOLD EXPENDITURE ON FOOD IS SPENT ON VEGETABLES. THEREFORE,EVEN
A SMALL INCREASE- IN THE PRICE OF VEGETABLES COULD LEAD TO AN INCREASE
IN THE COST OF LIVING,THEREBY REDUCING THE LEVEL OF REAL INCOMES OF
A LARGE SECTION OF THE POPULATION. A RAPID INCREASE 1IN VEGETABLE
PRICES OFTEN BECOMES A PROBLEM OF NATIONAL INTEREST.

AT THE REQUEST OF THE COMMISSIONER OF MARKETING DEVELOPMENT, THIS STUDY
WAS UNDERTAKEN TO ASCERTAIN THE FACTORS INFLUENCING THE VEGETABLE PRICES
IN SRI LANKA, 1IN PARTICULAR AN ATTEMPT WAS MADE TO DETERMINE WHETHER
THE INCREASE IN THE PRICE OF VEGETABLES DURING THE RECENT PAST WAS THE
RESULT OF ANY REDUCTION 1IN THE LAND AREA UNDER VEGETABLE CULTIVATION.
IT WAS ALSO INTENDED TO FIND OUT WHETHER SOME OF THE VEGETABLE CULTI-
VATORS WERE SHIFTING THEIR LAND RESOQURCES FOR THE CULTIVATION OF SUBSI-
DIARY FOOD-CROPS, BECAUSE OF THE MORE ATTRACTIVE PRICES THEY FEICH.:

THE\FINDiNGS AND POLICY IMPLICATIONS OF THE STUDY WITHIN ITS 'LIMITATIONS
ARE EXPECTED TO SERVE AS A TIMELY AND USEFUL DATA BASE FOR THE POLICY
MAKERS WHO ARE CONCERNED WITH THE DEVELOPMENT OF VEGETABLE CULTIVATION

IN THIS COUNTRY. IT IS ALSO HOPED THAT THIS REPORT WILL BE OF INTEREST
TO A WIDER SECTION OF THE POPULATION SINCE IT IS ONE OF THE MOST COMPRE~
HENSIVE STUDIES SO FAR DONE ON ASPECTS OF PRODUCTION,MARKETIﬁC AND THE
CONSUMPTION OF VEGETABLES IN SRI LANKA.

MR.P.J.GUNAWARDENA, RESEARCH AND TRAINING OFFICER WHO ACTED AS THE
CO-ORDINATOR OF THE RESEARCH PROGRAMMF. WAS RESPONSIBLE FOR THE WRITING
OF THIS REPORT. MR.L.R.A.CHANDRASIRI, R.& T.0, PARTICIPATED IN THE
RECONNAISSANCE SURVEY IN THE KANDY“AND-BADULLA DISTRICTS AND IN THE
TRAINING AND SUPERVISION OF INVESTIGATORS. HE ALSO CONTRIBUTED TO
CHAPTER(7) OF THE REPORT. MR.S.M.P.SENANAYAKE, R.& T.0, FUNCTIONED AS
A MEMBER OF THE RESEARCH TEAM IN THE INITIAL: STAGES AND ASSISTED 1IN
“CONDUCTING RECONNAISSANCE SURVEYS IN THE ANURADHAPURA AND JAFFNA
DISTRICTS AND TRAINING OF INVESTIGATORS.

I THANK THE RESEARCHERS FOR THEIR VALUABLE EFFORT‘INJBRINGING OUT THIS

PUBLICATION. (T.B.SUBASINGHE)
DIRECTOR
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CHAPTER 1
INTRODUCTION.

1.1 The Problem

e e b

Vegetables being an esseﬁtial componeﬁ£ in the daily diets of thé people
in Sri Lanka‘occupy 5 significant place in the domestic food production
and consumption. On an average, about 10 percent of the monthly household
food expenditure is on vegetables. Next to rice, vegetables accbunt for
the second largest category of food expenditure.l Hence, eveu a small
increase in the price of vegetables is reflected in the cost ofiliving

so far as the average consumer is concerned.

Fluctuations of prices render the producers' income unstable. 1In the’
absence of reliable statistics on vegetable farmers it is safér to assume
that a significant proportioﬁ of the farming population is dependent

upon vegetable cultivation. It is estimated that the anndal prodﬂction
of vegetables in Sri Lanka amounts roughly to about 600,000 tons. On

an average about 300, 000 acres of 1and is annually devoted to vegetable

cultivation in this country.

The middlemen are often allééed to have exploited both the producers and
the consumers of vegetables. This means that the middlemen absorb the
major proport1on of the pIICP paid by the consumer. Studies carried out
so far, have pointed out about the possibility of price manihulations.by
some traders, but these results are not substantisted with couclusive

et i S s, e e e

1Central Bank of Ceylon (1953, 1963, 1973) Reports of the Consumer Finance
Surveys of Sri Lanka, Colombo. ‘

25ee Chapter 6 for details.
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evidence.'l Tt may therefore, be relavant here to test this hypothesis.

A close look at the vegetable prices during the last fifteen years or
S0 suggests a general increasing trend, with a sudden and unprecedented
_increase, éspecially during the last 4-5 years. The ﬁ%evailiﬁg high |
prices have become é question of ngtional concern, even attracting the
attention of the members of the 1égisléture, during the 1977/78 budget
debate. a | - |

The causes of the observed'upward trend in vegefable prices could be a-
gg;ggg, related broadl& to forces that‘influence farm suppiy, marketing‘
and consumer demand. It becomes topical.to identify and analyse the
influence of each of these forces in a study of the factors affecting
vegetable prices. Once the effects of these forces are identified,
effective policies could be formulated mainly with regard to the
production and marketing aspects in order to keep the priceé of vegetables
within reasonable limits. ' | '

1.2, Qéiectives

s iy S s g Y 0

This study seeks to identify and to analyse the factc:s that.influence
the price of vegetablés'in Sri Lanka. The specific objectives of the

study are :~

(a) to identify the trends and the seasomal variations in vegetable
prices, and to examine the factors leading to such trends;

(b) to ascertain the factors influencing the farm supply, marketing
and consumer demand and their effects on the determination of
prices; and : o

(¢) to examine the effectiveness of the vegetable marketing system
-with special reference to the pricing efficiency.

1,3 Methods of- Study

This study is based on data and information obtained through three thain

approaches.,

P - v

1 Abeysekera, Terrence and Piyadasa Senanayake (1974) Economics of
Vegetable Production and Marketing, ARTI, Colombo, Research Study
Series No: 2. v
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(A) A field survey was bonducted in four 1mportant vegetable growing
S districts, 1.e, Anutadhapura, Badulla, Kandy and Jaffna,to collect
data and information bh economic aspects of production and market-
ing of vegetables, representing the Dry Zone, Upcountry Wet Zone,
Midcountry Wet Zonme and the Jdffna peninsula, respectively.

(B) Time serieé data on production, acreage, prices, consﬁhﬁtioh,
population, income été., was collected from various sources i.e.
The Central Bank of Ceylon, Department of Census and Statistics,
" and the Department of Marketing Development.

(C)._Available. publications which deal mainly with the aspects of
production, marketing and pricing of vegetables in Sri Lanka are
used in reviewing the literature and will be refered to at the

appropriate places.

The Field Survey

A reconnaissance survey was undertakep in Anuradhapura, Badulla“ and
Kandy districts during August, 1978 and in Jaffna during December 1978.
The objectives of this reconnaissance survey were three fold i.e.

(a2) collection of preliminary information on vegetable producticn and
marketing, (b)'selecﬁion of suitable localities for conducting the
survey proper in each of the districts, and (c) pretesting the quest-

ionnaire designed for the: sample survey of vegetable produceré.

In the selection of localities to collect data on production . and farm
level marketing, priority was given to the areas where vegetable cultiv-
ation préaominates. The number of localities selected in each of the
districts’ varied according to the adequacy of the number of vegetable
cultivators to be interviewed in each locality. Except in Jaffna, 2
villages in each of the other districts were selected for this purpose.
The villageéxso selected were as follows:w

e oty St oy S04 e o Sy

lThough the researchers intended to conduct the survey in Jaffna district
alongwith that in other districts, this had to be postponed due to
factors beyond their control,
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District

------ - AGA Division
Anuradhapura .- Talawa
Badulla Welimada
Kandy Patha-Hewaheta

In Jaffna district, the growers who

villa
Lunuwewa
Ikirivewa
Vidurupola
Kovilpathana

,orakapathanai(soragas)

--Meeruppa

Hewavissa

supply vegetables to Chunnakém and

Chavakachcheri markets are fairly scattered over a wide areas so that

one or two villages were considered inadequate.

Hence, the following

'villages were selected to represent the Jaffna districti-

*-pistrict

Jaffna

Uduvil, Valinorth,
Valisouth, Valieast,

AGA Division

Tellipalai

Chavakachcheri,

Villaggs

- o

Mallakam, Mailiddy) Udvil
Vasavilan, Kopay, ) Keeri-
Chunkuvelli,Puttur) malai.

Kaithady,Maruthady )Kaith-

. Kodikamam, Meesalai)ady

Sarasalai,Madduvil.)Maddu-
vil

Apart from the vegetable producing areas, the following market centres

were also selected to gather information on various aspects of vegetable

.marketing:

(a) Producer Fairs .

(b)" ‘Wholesale Markets

(q)c;ketaii'ﬁarkets.i 1

& wN [

N
«

Welimada (Badulla)
Talawa (Anuradhapura)

‘Tambuttegama (Anuradhapura) _
_Chunnakam (Jaffna)

Pettah (Colombo)

}Kandy
"Chunnakam (Jaffna)

Borella

Nugegoda
Dematagoda
Maharagamé
Kandy

Chunnakam



The survey proper in all the localities was carrie&'out in two phases.
The phase 1 of the survey in all villages and market cnetres, except - those
in Jaffna district, was conducted from 3rd October. to 18th November, 1978.

-During ‘the phase 1 of the survey primary emphasis was on various aspects
of vegetable production and marketing at farm, wholesale and retail levels
except specific data on costs of production. Details of the respondents

involved in phase.l of the sruvey are given in table 1-.

Table 1~ Number of Persons Interviewed During Phase I of the Survey

Category _ Anuradh~ Badu- Colombo Jaffna Kandy Total

of Personnel apura_  lla - -
1. Vegetable cultivators 50 46 ~ 51 69 216
2. Assembly Agents 12 - - - 08 20
3., Brokers — 04 05 16 - 25
4, Trucker-buyers - = - 03 - .- 12 15
5. Transport Agents - -— 09 02 05 16
‘6, Wholesalers - 09 31 18 20 58
‘7. Retailers 13 07 91 ' 52 03 166
8. Marketing Dept. Officials -- ~ 04 12 - 06 07 29.
9, Co-operative Officials -— 04 03 T T 07
10. Other Officials : 03 - 10 04 . a7 . 09 33
11. Market Labourers - - 45 06 02 53
12, Consumers 08 - 48 61 01 118.
Total 86 87 228 219 136 756

During the Pﬁase II of the survey, specific data on costs of production of
vegetables were gathered from a selected sample of vegetable cultivators.
In the selection, the rigorous statistical sampling methods could not

‘be followed due to the absence of a complete list of vegetable growers.
The sample of cultivators for the final survey was drawn from a list
compiled by the research agsistants with the help of another 1lst provided
by the cultivation Officers, The number of cultivators "in the sample in

each locality is given in table 2-.
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Table 2-. Number of Cultivators Interviewed During Phase II of the Survey

District Villages No: of Cultiva~ Period of
‘ tors in the survey
——m s e ————— sample = ___ S
Anuradhapura Lunuwewa 18 18/1/79-01/2/79
Ikiriwewa 20 03/2/79-17/2/79
Badulla Vidurupola 20 16/1/79~30/1/79
Kovilpathana/Gorakapathana(Borag-18 - do -
Kandy Meeruppa as) 20 17/1/79-31/1/79
Hewavissa 20 - do - -
Jaffna : Mallakam, Mailiddy

Vasavilan, Kopay
Chunkuwelli, Puttur
(Uduvil-Keerimalai) 26 15/2/79-28/2/79

Kaithady, Maruthady,

Kodikamam, Meesalai,

Sarasalai, Madduvil ,
(Kaithady-Madduvil) 35 _ - do ~

Total 177

=mmms
v

Apart form collecting cost of production data from these localities, a
re-survey of vegetable marketing was conducted in the market centres
(primary,wholesale and retail) involved in phase 1 to collect supplementary
data and information. The re-sruvey helped cover both peak and slack
periods of’marketing activities in all the localities selected. The

periods of survey in this regard in various localities except 1in the
case of markets in Colombo, are the same as given in table 2. The market |
centres in and around Colombo were re—surveyed during the period 15/1/79
to 31/1/79.

Thus, the reference periods of data collected through field surveys are
as follows‘— B
(a) Marketing aspects - - October, 1978 - February, 1979
(b) Aspects of production includ- : : o
‘ ing Cost of Production data. - 4. Maha 1977/78
if. Yala 1978
i1i{. Maha 1978/79
The methogé of data collection 'varied from informal and guided interviews
and prestructured questionnaires to direct participant observation.
During both phases of the field surveys, the data was collected by 13

research assistants, stationed in the localities throughout the period



of the suuvey under the contipuous supervision of th~ researchers.

D

1.4 Nature and Accuracy of Data

Time serieé'déia.on prddﬁbtion and acreage, collected from the Depart- A
ment of Census and Statistics, are not perfect in themselves, They
are not measured levels of actual production and acreége; but rather
rough estimates based on the official's rule of thumb techniques.
Therefore, due consideration has to be given“td poésible'ﬁnder and over ,
estimation, - '

Price data collected b& the Marketing Departdent could be regarded

as fairly accurate since the officials themséives visit the markets
and>recofd»prices. But these data for the most “part are inconsistent./
Only the wholesale and retail prices are available in the Department.
This prevents a meaningful historical comparison between prices received
by the producers and prices prevailing at subsequent levels of isthe
marketing chain, ' '

The atéuracy of the data and information collected through;thé current
field  survey8 is assumed to be high; since the research assistants
made individual.obserVations and kept records. However, some.data,
esbécially-the-cost of production, past prices , etc., are subject to .

memory lapses of the respondents..

Time series data are lacking mainly in respect of vegetable production
" and marketing and these aspects are analysed mainly on cross~-sectional
data and information. However, the consumption aspett, as it relates

to végétable prices, will be analysed on the basis of time series data.



CHAPTER 2«

TREND AND SEASONAL VARTATION IN VEGETABLE PRICES1

This chapter attempts to identify the trend and seasonal varistion in

retail prices of selected vegetables.

In an exercise of this nature it 1s not possible to deal with all the
vegetable variaties grown in Sri Lanka and only 10 vegetables are selected
for the analysis. These are, ﬁeans, beetroot, cabbage, carrot, leeks '
brinjal, cucumber, lady fingers, red pumpkin and spake grourd. The first
five vegetables represent the exotic vegetables while the balance repres~
ent the indigenous varieties. These ten vegetables are regarded as
fairly representative of the important vegetables that are produced and

consumed in the domestic markets,

Fﬁrthermore,.the retail prices prevailing at the Colombo central msrket
are used in this analysis as proxy of prices at all the retail markets

in Sri Lanka. This is necessitated by the difficulty of examining ‘price
data for all the retail markets. On the other hand, even if retail price
~data are available in respect of each principal town in the country, they
are rather scanty. Thus Colombo prices are used on the basis of two
assumptions.2 First , it is assumed that the Colombo market~price deter-
mines the prices elsewhere in the country. Second and corollary to this,
it is assumed that outstations' retail prices are somewhat highly

cdrrelated to Colombo prices.

1Price of same vegetable varies depending on quality differences, It is
difficult to consider prices of different grades of vegetables. There-
fore, price of "Fair Average Quality” produce is used in the analyses
throughout this report.

2These simplifying assumptions are made on the basis of findings of some
of the earlier studies. An example of such a study is; " The Report
to the Minister of Foreign and Internal Trade on the Role of the
Marketing Department and the All Ceylon Producers Union. (1971)
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Moreover, the retail prices of vegetables at the Colombo central market
are assumed to be higher than those ptévailing at vegetable producing
areas and lower than those at market centres in suburban areas around

Colambo and at other principal towas outside Colombo.

(a) Trend ih>Vegétabié'Pfices:—

Table 3-, Annual Average Retail Prices of Selected Vegetables (1965-78)

~ (Rs. ets, per lb. at current values)

(a) (a) . "~ (a). =

Year ¥ 1965 1966 1967 1968 1969 1972 1974 1975 1976 1977 1978 change ove
) e ot o i e o e EEQ_Eexzed_
Vegetable | -
Exotic
Vegetables
1. Beans® .55 .54 .54 .58 .58 .74 .86 1.051.30 1.28 1.24  + 127

2. Beetroot .39 .42 .47 .49 .46 46 .76 1.03 .85 1.07 + 137
3. Cabbage .38 .34 .34 .35 .36 .38 .55 .66 .67 .85 .70  + 84
4. Carrot .38 .42 .45 .46 .47 ,52 .66 .78 .79 1.21 1.47 + 300
5. Leeks .30 .31 .31 .38 .37 .53 .65 .71 .81 1.081.29  + 300

Tndigenous'

—— T it it s G WO

Vegetables’

—— gy S e S b 2

6. Brinjal .33 .26 .32 .39 .34 .42 N.A. N.A. .71 .68 .71 + 111
7. Cucumber .20 .21 .23 .23 .26 .26 .27 .30 .38 .36 .36 + 80

8, Lady fin- '
gers .37 .34 .40 44 .38 .44 .49 .55 .68 .67 .'84 f’140
9. Red pum= '+ s , T, ' :
. pkin 7 .16 .17 .21 .25:..,15 .31 .41 41 .67 .69 .67 + 32
10. Snake . ‘ S '
gourd,_ .26 .27 .30 .31 .27 .33 .42 .46 .57 .62 .52 + 100

Source. Department of Marketing Development

Notes : * Prices for years 1970, 1971 and 1973 are not available,_~
(a) Average prices from January to September only.
(b) Average prices of green, butter and kidney beans.
N.A. = Not available
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Table 3 and figure 2 show an uﬁward trend in price of all the selected

vegetables from January 1965 to;September 1978, with its fluctuations

in the middle years. The relative increase in price within this périodA

varies from 75% for red-pumpkin ﬁo 300 percent for leeks and carrot. '

In general, the price increases are more pronounced with exotic vegetables"i

than with indigenous vegetables, Another notable féature is that the

price of all vegetables have increased at éﬂéharper rate from about 1974
o onwirds than in the previous years. This may be due to the inflationary

trends ih the econoﬁ& éuring the period under consideration . This trend

‘of prices has to be viewed taking into account mot only the curreot prices

but the real prices as well. Table 4 presents the prices of vegetables

after making adjustments for increases in the general Consumer Price Index. 3

Table 4-: Annual Average Retail Prices of Selected Vegetables

(1965-78) in Rs. cts. per 1b. (deflated by the Consumer Price Index)

. (a) (a) (a)
Year® 1965 1966 1967 1968 1969 1972 1974 1975 1976 1977 1978 % change.
: ' over the
YE%EE% period
Exotic
Vegeta~-
bles

1. BBls .49 .48 .47 4B .44 .49 .52 .53 .65 .63 .56~ + 14

2. Beet-~
root 35 .37 .41 41 35 .32 .46 .52 .42 ,53 .42 + 14
3. Cabb-

4, Carrot.34 .37 .39 .38 .36 .34 .40 .39 .39 .60 .66 + 94
5, Leeks ,27 .28 ,27 ,31 ,36 .35 .39 ,36 ,40 ,53 .58 + 111

Contd:

Mw;w; | LGS
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Indigenous

v vy e e S o

Vegetables‘

O S S v ek Wate s i

6. Brinjal .29 .23 ,28 .32 .26 .21 N.A. N,A. .35 .33 .32 + 10.3
7. Cucumber .18 ,19 .20 .19 .18 .17 .16 .15 .19 ,18 .16 =~ 11

8. Lady fing- - BN . :
ers 33,30 ,35 .36 .29 ,29 .30 .28 .34 .33 .38 + 15

. 9. Red | _— |
Pumpkin 14 .15 ,18 .21 .11 .21 .25 .21 ,33 .34 .30 + 114
10, Snakegourd .23 ..24 .26 .26 .21 .22 .25 = .23 .28 .31 .23 0

Asgy;gg : Department of Marketiag Dévelopment
Notes : * Prices for years 1970, 1971 and 1973 are rot
available

(a) Average prices from Jamuary, to September only
(b) Average Prices of green, butter and kidney beans
N.A. = Not available

Table 4 and figure 3 suggest a general increase in the prices of the
majority of vegetables even after disentangling the effect of inflation.
The prices of carrot, leeks, and .red pumpkin show a sharper increase,

But it is clear that the increase in prices 1s not as greater as in the
case of current prices. . Some vegetsbles-cabbage and ¢ucumber - have sho-m

a declining trend in real price.

It is also evident from table & that vegetable prices have increased due
to factors other than the increases in the general price level in the
economy of Sri Lanka. Our main objective is to identify and analyse these

other factors.:

(b) Seasonal Variation in Vegetable Prices

This section deals with the pattern of monthly1 price variation of select-

ed .vegetables.

The price of agricultural produce tends to fluctuate according to the

seasons in which such produce enter the market. This fluctuation or inst-

. e oy s qiae 0

1Vegetéble prices also vary weekly, daily and even within a day. But the
analysis of weekly or daily prices is a difficult process when one consi-
ders a series of data for 14 years from 1965 to 1978.
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ability . in price is more pronounced in thé case of perishables and crops
which do not have a stable supply situation throughout the year. Almost
every variety of vegetables has its seasonal supply whereas the demand
remains relatively stable throughout the year compared to supply. Thus

in months when the supply is low the price moves up and in peak periods
price moves down. Being perishable in nature large supplies of vegeta-
bles come into the market in peak months, leading fo severe price '
fluctuations in different months of the year- This causes great inconven-
1ence to the consumers in turn resulting in. undersirable variations in
the income of the producers. Therefore, it 1is useful to identify seasonal
variations in the price of each 1ndiv1dua1 vegetable, so that steps could
be taken to stabilize the year-round production patterns for those '
vegetables which have greater price_fluctuations.

Tables 5 to g??igures 4 and 5 show the monthly variation in retail prices
seperately for the selected exotic and indigenous vegetables for 11 years
from 1965 to 1978. (Price data for the years 1970, 1971 and 1973 were not
available). All the selected exotic vegetables roughly exhibit a general
pattern of monthly price variation. In general, the prices of these
Vegetables are relatively higher in the months of May, June, July, December,
and January and are lower in the other months. However, the seasonal
indices ( constructed according to percentage variation from the mean
price of the year) are different from one vegetable to another. The
 retail price index for beans reaches its peak in June (128.1) while it
reaches its slack in October (81,9). The same for beetroot occur in
December (135.8) and April (81.3), for cabbage in July(127.2) and February
(74.8), for carrot in June (135.3) and September(74.6) and for leeks in
June (127.8) and March (83.9).

As shown in table 6, the amplitude of geasonal price variation within
the year is considerable. Among the gelected exotic vegetables, carrot:
has the highest seasonal price difference which shows its greater insta~
bility with regard to supply. Beetroot also shows relatively higher
amplitude of price variation compared to other veretables. These two
vegetables and leeks are grown only in a few selected areas of the

country and their prices go up considetably in ceriain mouths when



the supply limited.1 In contras-, beans and cabbaze are grown in
many areas and have a fairly stable suova throughout the year.. dence, the

moderate . amplitude of seasonal price variation,

_ Table 5: Monthly Average Retail Prices* and Seasonal Price Indices of
' Selected Exotic Vegetables ; 1965-1978 (year average =_100)

~ Vegetable.,  Beans Beetroot Cabbage : ‘Céffot Leeks

- Price & , lu . ﬂ ..‘ . ..
Index Price Seaso-Price Jeaso-Price Seaso- Price Seaso- Price Seaso-~
S (cts.) nal (Cts.) nal (Cts,) nal (Cts,) nal (Cts.) nal
Month.  ~ Index - Index ___ Index Index Index

January ~ 85.2 102,4 86.2 132,0 45:4 88.2 74,3 108.3  61.5 101.3
Febryary 78,1 93.9 69.2 105.9 38,5 74,8 60.2 87.8 54.4 B89.6

March 78.5 94.4 50.5 75.3 41.9 81,4  59.9 87.3 50,9 83.9
April 75.1 90.3 53.1 81.3 47.8 92.8. 70.8 103,2 56.0 92.3
May 101.5 122.0 63.1 96.6 49,2 95.5 85.6 124.8 61.3 100.9
June 106,6 128.1 69,2 105.9 60.6 117.7 92,8 135.3 77.6 127.8
July 96.3 115.7 68.5 104,9 65.5 127.2  72.4 105.5 69.5 114.5:

SRR S

August ~ 88.2 106.0 56,9 87.1 51,5 100.0 61.7 89.9 57.4 94.6
September 71,0 85.3 57.5 88,1 52.3 101.6 51.% 74:6 +'53.6 -88.3
"October - #8i1 81,9 51.7 79.2 58.2 113.0 52.3 76.2° 51.6 “85.0
November 72.6 87.3 68.4 104.4 53.6 104.1 59.6 86.9  64.3 105.9
December 83.0 99.8 88.7 135.8 53.6 10411 82,9 120.8  70.3 115.8

- o o o e a4 a - —— poas s - L

Year : o -
Average 83.2 100.0 65.3 100.0 51.5 100.0 68.6 100.0 60.7 100.0°

- =

* Source : Department of Marketing Development

Table 6: Amplitude of Seasonal Variation in Prices of Selected Exotic .

Vegetables
ggggggglg:’ ' Index of Season nggggence
o lew Migh

Beans: ..  81.9 128.1  46.2
- Beetroot .., 81.3 | © 135.8 . 54,5

. Cabbage . 74.8 127.2  52.4
Carrot 746 1353 60.7
Leeks 83.9 127.8 43.9

e o e e ——

See also, Abeysekera and Senanayake (1974) op. cit.
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Table 7~; Monthly Ayexage Ret§;1 Prices * and Seasonal Price Indices of Selected ;qdigenOVQAYegetables§’1965;1978

Month

.Jandary"
February.
March

. April

May

June
July
August
September
October

. November -

.f Decémber

. Year Average ‘

‘(Tear AYeyage = 100) Vegerable, Price and Index

L
Price Seasonal
(Cts ) Index

47.0  99.4
39,3 83.1
43,4 91.8
44.2  93.4
34,8  73.6
47.3 . 100.0
51,7 109.3
57.2  120.9
.51.3- 108,5
51.3° 108,5
44,5  94.1
49.3  104.2
47.3 = 100.0
. % Source:

Cycuymberx’

TR v sy

Brice Seasonal Price Seasonal

e o

(Cts.) Index

21.9
24.5

27.2

26.8
27.8
29,9
30.9
27.4

30,4
32.3 "
30.0°
24,9

27.8

1 '78.8
88.1
97.8

96,4
- 100.0
107.6

1i1.2
' 98 6
109.4
116.2

107 .’.9

89.6

100.0

Lady fingers

- e e e 5 o o oy

o gt

20

Snake §Ourd

- e S s e S

Price §aasona£

(Cts.) Index
4.8 82.1
46.1  90.6
52.7 303.5
50.1  98.4
53.4  104.9
58.6 115.1
59.4 116.7
49.5 97,2
49.8  97.8

©-46.3-  90.9
54.1 106.3°

48.4  95.1

50.9 100.0

Department of Marketing Development

Re ____Rkin
Price Seasonal
(Cts ) Index
26,9 71.2

27.5 72.8
30.7 ° 81.2
32.9 87.0
34.9 92.3
36,5 96.6
41.5 109.8
43.8 115.9
47.0 124.3
50.8 134.4
44,6 117.9
35.9 94.9
37.8 100.0

(Cts.) Index_
41.5  105.1
35.0  88.6
37.3  94.4
36.0  91.1
42.7 108.1
49.0  124.1
37.0 . 93.7
33.8  85.6
33.0  83.5
" 40.1  101.5
47,8 121.0
40.9  103.5
39.5 100.0
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There is no common pattern of seasonal price variation with regard to the

o selected indigenous vegetables. For example, the price of brinjal is

relatively higher during ‘the four months from July to October while it
is lower during the other months whereas the price of cucumber is relatively
higher’ during the seven months from May to November - The price of red
pumpkin rises progre831vely from January to November. The price peaks and
slacks for these'vegetables are as follows:~ ‘

Brinjal : August (120.9) and May ( 73.6)

Cucumber: October(116.2) and January (78.8)

 Lady fingers: July (116.7) and January (82.1)

Red pumpkin: November (134.4) and January (71,2)

Snake gourd: June (124.1) and'Septembef (83.5) .
It is interesting to nmote that cucumber, lady fingers and redbumpkin have
. their price slacks in Jamuary which shows that the availability of these
varieties in large quantities in the market at fhe same time contribute to
. the very low‘grices they fetch. A

Table 8- Amplitude of Seasonal ‘Variation 1in Prices of Selected Indigenous

N Vegetables,
Vegetable Index of Season Difference
. Low | High

. Brinjal 73.6 1200  47.3
Cucumber ~ 78.8 .~ 116.2 37.4
Lady fingers 82.1 116,7 34.6
Red pumpkin 71,2 134.4 63.2
Snake gourd 83.5 C 1241 40.6

The amplitude of seasonal price variation of cucumber, snake gourd and

lady fingers is not of a very high nature when compared with that of exotic
verieties; These indigenous vegetables are grown in almost every part of the
'country except in the uo country wet zone and have a more regular supply

- throughout the year. Brinjal is also grown>in almost every part of the
country but in certain months, ‘the supply is very limited, All these four
vegetables are longaterm crops In the sense that once cultivated harvesting
can be done over 6-8 months. Red pumpkin, however, exhibits a higher
amplitide of seasonél‘orioe variation because of its limited supply mainly
from cheoes in the dfyézone and Jaffna peninsula. The peak harvesting seascn
of this crop is limited to 5 months from December to April.
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The seasonal price variations discugsed above are generally consistent
with the major seasons in which the supplies of each vegetable enters
in the market. This pattern is of course disturbed in times when

bad weather conditions or other - random disturbances affect the crops.

Our main concern here is not the seasonal behaviour of prices because

it is more related to ecological and climatic factors which govern the
roduction pattern of individual vegetable varieties. This sthdy primarily
deals with economic reasons behind the’ upward crend 1n prices, recurrent

high prices and price structure of vegetables.

4
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CHAPIER 3

SXTOTHESES: IDENTIFICATION OF FACTORS INFLUENCING VEGETABLE PRICES;

The recurrent high prices and their upward trend over recent years are -
hypothesized, a priori to be due broddly to factors related to farm:
supply, marketing and consumer demand. The components of ‘each of these
factors will be briefly outlined below. These hypotheses will be tééfed
in depth in the later chapters. o '

3.1 Factors Related to Farm Supply:~

The upward trend nad recurrent high prices may be a résult of lower
supply of vegetables and constant demand over the period under consider-
ation. It could also be due to the fact that the total supply of vegeta-
bles remained almost static, while the demand increased at a faster rate .
However, there seems to be either a shortfall or a stagnatfon of produ~
ction of vegetables over the last decade. This could again be due to
several reasons. The major reasons are indicated below.
(a). It is possible that a part of the total acreage hitherto devoted
to vegetable‘cultivation may have been transferred for cultivation
of other food crops which yield higher profits than vegetables.
High Prices fetched in the market for such crops as potatoes,
cowpea, chillies, green-gram, onions, maize, groundmuts etc.,
.might have encouraged the earlier ' vegetable growers to shift
over to these crops. Sometimes, 1t is probable that Chena lands
in the dry-zone, where the major part of the indigenous vegetables
came from, are being converted to permanent highland crop farming
and paddy cultivation under irrigation development projects.

(b) The supply price of vegetables at the farm—gate maj have gone up
due to increases in the cost of production. The price of inputs
used in vegetable cultivation such as iand, labour, seed, ferti-
lizer, chemicals, etc., has increased over the last 4-5 years
leading to a hike in the cost of producﬁion,“
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(c) Problems comnected with the ayailability of inputs used
in vegetable production might also have acted as a disincen-
tive for the producers to increase the farm supply of

vegetablaes.

3.2 Factors Related to Marketing:

The high prices of vegetables may also be due to the imperfections and
inefficiencies of the vegetable marketing system. Increases in marketing
costs, which are exogenous to the marketing system,-might also have
contributed to the upward ‘movements:: - of vegetable prices. These explanat-
ions need further analysis. In this context, the following considerations

are relevant.

(a) ‘The vegetable marketing system, the process of ptice determination

and pricing efficiency will be revieved in order to ascertain whether
~ the demand and supply process is the sole determinant of the price
or there are other forces operating. . -

(b) There may be genuine reasons to increase the cost of marketing
services such as- handling, transport, packing, etc. In fact fuel
prices, labour charges, prices of containers, market levies, etc.,
have gone up in recent years, having their effects on the retail
prices of vegetables. The magnitude of the effect of each of these
factots on vegetable-prices, is examined '

(c) The possible imperfections in primary, wholesale are retail markets
wheich 1limit competition leading to abnormal profiteering by a few
traders and firms, will -also be examined, This study seeks to
ascertain the causes underlying the imperfections which facilitate

o the price manipulation by traders. '

(d) The nature, extenc and effectiveness of the govermment intervention
in vegetable marketing ‘and thelr influence in pricing of vegetables
will also be analysed..

(e)'AOf the total production of vegetables, the proportion that is used for
processing ‘and canning 1s. negligible when compared with the quantity
that enters thetfresh market. These industries may be having their
own effect on prices of certain varieties 1ike tomatoes, red pumpkin
and ash pumpkin, es;Ecially during periods of short-supply. The
marginal nature of the effect of such industries have on market
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pricos of fresh vegetables precludes us from a discussion on
this 1ssue. '

3.3 Factors Related To Consumer Demand:

Consumer demand for vegetables might bave increased over the last- decade
or so, due to several reasons, In a situvation of lower or static annual
supply and incréasing demand, the prices invariably show an upward trend
over the years. The major possible factors influencing the increasingw,;

demand are listed below.

(a) Overall population increase and chenges in it's structure may be:
one of the major factors that lead to a higher demand. for vegetables.

(b) The demand for vegetables among the average consumers, might also
have increased dﬁe to»the fact that vegetables have been still
cheaper compared with the price and the availablity of substitutes.
"(fish , meat, dry-fish, eggs, green-gram, cowpea, dhall, etc.,),

(c) Demand also goes up with the increases in the real ibcomes of the
consumers. Some of the earlier studies have pointed out. that real.
income per capita has a more significant impact on the demand than
price of vegetables. ' Moreover, it has been shown that with. the
increases in real per capita ' income, the consuwers -attach a higher -
preference to exotic-:vegetables over indigenous vegetable -

varieties.1 ' o,

(d) With the expansion' of the tourist industry in Sri Lanka, a certain
proportion of such vegetables as tomatoes, cucumber, and carrot
ie absorbed by the tourist hotels at a higher price. But . this
has very little impact on the prices of vegetables as a whole.

(e) 1In the recent past some firms have started exporting - fresh
vegetables, especially to Middle East countries in quantities not
large enough to make a substantial impact on vegetable prices.

prevailing at local markets. This may.contribute to price increases

1 Gunawardena, P.J3. (1977) Towatds the Estimation of Supply and Demand
Functions for Vegetables 1n Sri Lanka, Unpublished MA Thesis, ANU
Canberra. ' ,
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in months of short supply. But again, as in the case of vegetable
processing and tourist industry, it too makes only a little
impact on the price of vegetables as a whole.

Chapter 4 will discuss the effect of the factors related to farm supply

of vegetables on their prices,
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CHAPTER 4

K
LA

FARM SUPPLY AND PRICE OF VEGETABLE °

4.1 Background:-

(1) Vegetable Cultivation in Sri Lanka

Sri Lanka's economy is primarily based on agriculture. The
agricultural economy of the country is traditionally devided into

two sectors, i.e. the plantationm sector and the domestic or small
farm sector. The plantation sector is concermed with the product-
ian of tea, rubber, coconut and other minor perennials for

export while the domestic sectorxr céncentrates on the production
of a mmber of food crops and livestock products mainly for consump-
tion within the country. Rice is the major crop, while vegetables

occypy the next place in the domestic food production sector.

Generally, vegétables are grown in almost every part of Sri Lanka.
However, certain types of vegetables are area specific. Thﬁs,‘four
- broad vegetable producing zones cam be identified on the basis

of regional variations in agro-climatic conditioms. These zones
are:~ (g) the up-country wet zone, (b) the Jaffna peninsula, and
(c) the dry zone and (d) the low-country wet zone.(See figure 6.)

it had beeﬁ customary tb group vegetables that are grown in Sri
Lanka into two main categories, namely; (a) up-country or exotic
vegetébles, and (b) low-country or indigenmous vegetables. Cabbage,
~carrot, beetroot, beans, leeks, tomatoes and raddish are exotic
and brinjal; ash plantain, okra (lady fingers) cucumber and '
various kinds of gourds and pumpkins are indigenous. Although there
| was a marked difference between the areas in which these two
categories of vegetables are cﬁltivated about 10 years back, almost
all vegetables are grown in all localities today. Clearly, the
categorization 15 terms of up-country and low-country has therefore,
little meaning in the present context. However, the categorization
in terms of their origin (exotic and indigenous) is useful and will
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Figuve: 6. SRI LANKA: MATOR VEGETABLE PRODUCING ZONES,
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be maihtaihed throughout this repot,

The exotic vegetables are mainiy ‘grown in the temperate and hilly
areas such as Nuwara-Eliya, Badulla, Kandy and Matale districts.
Certain varieties of them are also grown in the Jaffna Peninsula and
even in some ary zone districts where the soil and weaﬁher conditions -
are favourable. Although the exotic vegetables are grown throughout
the year irrespective of Yala and Maha , a glut of - production is
normally experienced in the months of March, April, May, September

and October (during Yala), These vegetables need intensive care and
improved seeds, chemical fertilizers, agro-chemicals anéﬂ even irrigat-

ion.

- Mostly , the indigenous frdit vegetables are produced in the "Egggg"s
(where shifting of slash-and-burn cultivation is practiced) in ;ow~
country dry zone, in low-country wet zone areas and in the Jaffna penin-
sula. These vegetables are grown for the most part in Maha which nor-
mally extends from July-August to February~March. The peak months of
Aproduction'are January and'February. InAthe low—coﬁnfry wet zohe

areas the major productienf season is Yala which usually extends from
Ap}il io @Qghst, but the»qﬁantity 0 produced is far smaller than that
produced in‘chenee in the 4dry zone during'the Maha season . Yala is

the main season in Jaffna also. The season there extends from January

to Aﬁgust. 'Injall the zones except the dry 2zone, Qegetableé are grown
in péddy fields as well as on highlands during Yala when adequate water
is not available for paddy cultivation. In contrast, paddy is cultivated
in paddy flelds during'Maha and vegetables on highlands. The Yala

- yegetable crop in ;he_dry'zone:comes from the colonies where‘ifrigated
water}supply 1s-assured . The chena type of vegetable cultivation has
'special characteristice. Several varieties of vegetables are grown toge-
ther with a mumber of cereals and millets. Land preparation is minimal
and erop care such as weeding, fertilizing; ete., 1s almost non~existent.
This 1is primarily because of the unpredictable nature of rainfall.

Although the indigenous leafy vegefables have avéomparatively high nutri-
tional value, only a smaller proportion of their production enters the
market compered to other types of Vegetables, The cultivation of these

vegetables on a commercial basis is doune in 'and around Colombo city.
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However, the extent of land devoted to this cultivation fs in a

declining phase due to the expansion of the city.

Indigenous root vegetables consist of msnioc, ‘sweet potatoes and a number
of other local yam ‘varieties. These are mostly grown in the dry zone

and in the low country wet zone areas. There are no seasonal differences
in the cultivation of these vegetables. 1In the present context, these
are cOnsumed only as a secondary food item with rice while in the recent
past these were consumed (mainly by rural people) as a major substitute
for rice,

(1i) The Govermment Policy Regarding Vegetable'Production:s

In the annual crop production proéremnes (Agri¢ultural Implementat-
ion Programmes) of the government “of Sri Lanka considetable emphasis
is placed on raising the production levels of vegetables for
realising the ultimate objective of increasing the consumption
levels of vegetables.

Many policy measures have been recommended in the Agricultural

plans and bevelopment Proposals prepared by the Ministry of Agricul-
tnre and Food as far back as 1958. ln 1958, the govermment had
recognised the s1gnificance of zoning of vegetable cultivation

as follows:- :

"....In the course of investigation, it was considered
_whether the cultivation of vegetables ..... should be zoned
in different parts of the country on the basis of suitability
_of the soil and the particular climatic conditions of the
area....It would be worthwhile 1f a scientific survey is

vcarried out on the soil and climatic conditions for different
'varieties of vegetables....to ascertain the best possible vari~ A

- ety that could be grown in’ a particular zone...."1

The 1958 Agricultural Plan also proposed planing production through
the establishment of state-owned farms and collective and co-
Operative organisations, encouraging orderly marketing and -
- stabilization of prices‘ The significance of the provision of
finarce, improved inputs, ttansport and stotage facilities. better

-———-&-----—

lninistry of Agriculture and Food, 1958, Agricultural Plan, First
Report of the Ministry Planning. Committee, pp 2299242.
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methods of grading and pacming, market 1nformation and
. iEresearch has also been recdgnised in this plan.
. Y
In subsequent years, the successive governments concentrated
‘more on the. policies designed to increaee the total production
. of vegetables without increasing the area under cultivation.

L

This has been recorded as follows.

L...J%e problem of development of production is not to increase
‘the area under cultivation, but to stabilize the existing areas

-__;of production, to change the pattern of production to ensure

:...8 better balance in the supply of different types of vegetables
~, through the year....tmprovements in levels of production to
. meet increasing demapd can be affected on these existing
areas by the 1ntroduction of modern techniques of vegetable
production and by improving the facilities now availahle to

: ;,thegvegetgble_cultivators......" 1

\The views. expreesed above are justifieble as there is less hope'for the
expansion .of area under cultivation due to the worsening land/man ratio

in the country.

. The Draft. Agricultural Development Plan of 1971 - 77 of the Ministry of
Agriculture (Vol. 4). has also made proposala to develop vegetable
production. The major proposals are:—
(a) . not to. expand the acreage under Vegetable cultivation,
(b) .to prevent on farm wastage of produce;
(¢).. to. improve the quality of the produce by 1ntroducting better
:'methods of cultivation and providing quality seed' and
encouraging the producers to harvest the crop at correct
... time, and; |
,(d),uto.teke steps to encourage off-geason cultivation of negetables.

All the Agricultural Plans mentioned aboﬁe’andvthe'Agriculturel'Sector
1 Hinistry of”Agticulture and Food, Agricultural Devélopment Proposals,
 1966-70, pp. 243-259 o
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Plan prepared in 1977 emphasize the significance not only of planning the
production but also of the improvement of input and product marketing,

extension and research-services.

. Marketing and distribution of inputs in vegetable cultivation is handled

by the goﬁernment through the Department of Agricultufe, the Department

of Agrarian Services and the co-operatives. The gqvernmeet's intervention
in the marketing of vegetables is through its Department of Marketing.
Development. -

Extension services for vegetable cultivation are handled Qainly by the
officials of the Department of Agriculture. Technical research into vegeta~-
ble production has been mainly undertaken by the following government

sponsored research stations:-

1) Up country wet zome - Sitha-eliya

2y Mid couﬁtry_we;.Zdne -~ Peradeniya, Ketegestota
3) Low country wet zone '~ Walpita

.4). Dry zone o - Mahailluppailama

In sum, it is apparent that the govermment policy regarding vegetable pro- .
cudtion has been designed towards increasing the volume and quality of

ﬁhe ptoduce by introducing new methods of cultivation and the provision
Qf improved seeds and other related imputs whilebencouraging the acreage.
under cultivation. to be kept stable as far as possible. In the achieyement
of this objective, the role of the govermment can be defined as providing.

better and adequate marketing, extension and research facilities,

4,2 Trenda in Acreage and Production of Vegetabless.

The diffiéﬁlt?in gettihg complete-time gseries data on the overall acreage
and production aspects of all the vegetables has confined our analysis
to 10 vegetables selected to represent the important varieties growm and

consumed $n the country.

In analysing the trends in éereage and productinn, both simple linear

and quadratic regressions were tried but the latter was found to be

D s s e A s o e

1 Aspects of government 1ntervention in vegetable marketing will be
discussed in detail in Chapter 5. S

i
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unsuitable in terms of étatistibal performance. Thus, the mathematical
model used in analysis is as follows; -

Y=a+bt+e
where,
' = Acreage or Production

r

= time trend

Y

t

‘e = error term
a = constant

b

= coefficient to be estimated

4.2.1 Trend in Acreage:

The estimated acreage trend equations are given in table 9. Of the the
ten vegetables, beans, carrot, leeks and bfinjal show a marked increase
in acreage. Although beetroot and red pumpkis have positive trend coeff-
icients they are not statisticslly éiguificaﬁt. Cabbage; cucumber, lady
fingers, and snake gourd have negative butlnonesignificent trend coeff-
icients, It can be said ﬁhaq the acreage deﬁoted to these vegetables
have stagnated nhfoughout the period under comsideration. It is interest-
ing to note that only one of the indigenous vegetables shows a marked
increase in its acreage.

The change in quantity produced is more importamt here because the aim
of govermment policy had been to keep the acreage as stable as possible
with increased production through higher productivity, |

Table 9-: Estimated Linear Trend Equations for the Total Acreage of 10
selected vegetables (1962/63~1976/77, No: of observatipps = 15)

Vegetable Constant Annuval trend R2
—— S coefficient b —
Exotic
1. Beans - 7441.07 . 276.94% 0,50
' . g : (3.621) :
2. Beetroot 1926.43 83.99 0.13
o : : (1.407) '
3. Cabbage 7366.35 -122,02 0.10
4, Carrot v 899.67 - 43.2 & 0.46
(3.317)
5, Leeks . 622,12 44,98 ** 0.34

(2.6)



Indigenous;

6. Brinjal 22318.06 640,644 %% 0.26
: - (2.158)

7. Cucumber 7174,09 - -81,004 0.08
S (1.079)

8. Lady fingers 19544.75 ~154,91 0.05
(0.853)

9. Red pumpkin 15562.56 190.08 0.03

- 7 (0.682) o o

10. Snake gourd 9180.01.. 89,82 , 0.06

- (0. 884)

35

Notes:Source of data : Department of Census - and Statistics

o eaian o

Table 10-:.

o _ . Figures in patantheses are absolute t
values.i XK S

_'* Significant at 0 5 percent level. .
- %% Significant at 1 percent level
ek Significant at 2. 5 percent level,.

-

Estiméteé’Linear Tféﬁ&yﬁth£ions‘for the Total froduction ;

of 10 Selected vegetables (1962/63-1976/77No: of obser~ ..
vations -~ 15)
Vegetable Constant Annﬁél_ifén&ﬂﬁCOeffitiengl §E
Exotic_ g
1. Beans 15162514,62 514968 .41 0.18
L ' (1.71)
2. Beetroot * ' 5626790.52 266867.22 0.10
o R L (1.205) '
3. Cabbage A 35423101 32  -557580.21 - ... 0.02
| ‘ (0.461)
4, Carrot . 4395504 22 ~12779.14 + 0.006
: » ' (0.091).: ... -
5. Leeks +1123904.44 . - 971752.37% 0.49
: (3.556) S
Indigenous: e .
6. Brinjal ' 42577830.51 103502746 - ~0.019
S s P geere, » (0 507)
7. Cucumber. . 2399254631 658011, 49" - .o0,01
. (0 376) e I
8. Lady fingers 55370094 , 27 2955805,11 0.09
’ (1.126)
9. Réd pumpkin 36812272,41 1459167.56 0.05
N (0.849) o
10, Snake gourd 3829689.11 ~1616978.45 4o 0,05
(0.858) |

Continued,..
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No H
Notes: Source of data: Department of Census and

Statistics. Figures in parantheses are
absolute t values,

* Significant at 0.5 percent level

4.2.2 Trend in_ProductioE:

As shown in table lo,ctotal' production of selected vegetables does not;
show a sigaificant treh& in any direction, exéept in the cases of leeks,
The production of leeks shows - a significant increasing trend over the
period under consideration, ' This may be due to the shortage and high
price of red-onions in the recent pést-which gave the opportunity for
the vegetable cultivators to grow more leeks, a near substitute for
ted-onions, especially in up-country wet zone districts, This itself
might have affected adversely the production of other up country exotic

vegetables such as cabbage and beetroot,

- 4,3 Why the Acreage and the Production of Vegetables Have Not Increased
Significantly? ' o

e -

Trends 1in acreage and production are in fact dependent uﬁon’the price
responsiveness of the vegetable growers. It has been found in earlier
studies that the vegetable cultivators in Sri Lanka respond positively
‘to increases in prices 1';"But, despite increasing demard and retail
prices'of vegétables, the acreage and the production of most of them have
not incteased significantly., This suggests the effect of several factors
other than the nature of producer's supply response itself., We identified
four broad factors affecting this situation. These are (a), cohpetition '
from subsidiary food crops andléertain other crops, (b) effects of dryzone
irrigation settlement projects, (e) problems of the expansion of vegetable
production and (d) inability of farmers to get their fair share of the
-retail price. The rest of this chapter is devoted to a discussion of the
first three aspects: while the fourth aspect in analysed in chapter 5.

oy gy Yol s S gy

1 For example, see : Guhawardena (1977), op,cit.

R I
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4,3,1 Competition From Othexr Crogs1

The 1mpof£ substitution poiicy of the government as related to subsi-
diary food items such as potatoea, dhal “chillies and onions has been in
force from about 1968, These items fetched higher pricegpgéﬁnéwggice
responsive, started cultivating these crops locally, (exceptlnasoct‘ dhal)
and found them much more profitable than hitherto grown vegetables or
other crops, Thére were several other traditional crops which were also
fetching good prices, such maize, groundnuts etc. Many of ;hese crops
had guaranteed prices but often the market prices were very much higher.
Due to these factors, until about 1978 when some of the import rest-~
rictions were relaxed, the acreage and production of almost all these

subsidiary food crops expanded rapidly.

The estimated trend equations show that the acreage of potatoes, cowpea, -
greengram, chillies, red onions, groundnuts, kurakkan and maize exhibit

a highly significant positive trend,’ The total quantities produced

of these crops also, except in the case of kurakkan and maize which

are traditional chema crops, have shown a. significantly increasing .
trend over the period under consideration .(See table 11 and 12)

Table 11-: Estimated Linear Trend Equations for the Total Acreagg

y of 8 selected subsidiary Food Crops. (1962ﬁ63-1976/77
No. of observations = 15)

Crop ' _ Constant Anpual Trend Coefficilent Rz
_ b .
1. Potatoes 1468,.46 ' 597 .41+ 0,79
_ . (7.079) :
2, Cowpea 5714 .28 1190.72+ 0,61
o 4 (4.,521)
3, Green gram 6589.98 1391,12% . 0,48
' (3.439)
‘4, Chillies 20909.3 7359,39+ - 0,82
o : _ ~ (7.786) :
5. Red onions 12192.9 838.84+ - 0.89
6. 6Groundnuts: 3793,48 1580,38+ 0,91
A A : (11,566)
‘7. Kurakkan 46652,44 . 2777 .40%* 0.35
b . (2.658) B
8. Maize 18847.58 4942,49+ 0q82
Notes: Sources of data; Dept; of Census (7.603)

and Statistics, Figrues in paranthesés are absolute t values
4+ Significant at 0.1 percent level

* Significant at 0.5 percent level
** Significant at 1 percent level

RO A gy s e s

1Paddy is Scluded
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Table 12: Estimated Linear Trend Equations for the Total Production
oi 8 Selected Subsidiary [ood Crops (1962/65 ~ 1976/77;
No. of observations = 15)

Crop ’ Constant Annual Trend R
—_ e _Coefficient —
: b
1. Potaotes 91668.66 42145.15+ . 0.73
. (5.953)
2." Cowpea 40169.89 11593.48% - 0.41
At : « . - (3.017)
3. Green gram 38204.87 15734 .34% 0.46
(3.335) .
4. Chillies . 33263428 33042.66+ - 0.59
‘ _ ‘ (4.362) A
5. Red-onions 530516.69 42110.03+ : 0.84
. ‘ (8.116) -
6. Ground nuts 95861.8 19559.06+ - 0.83
: : (8.017) :
7. Kurakkan 598730.83 _ ' 13833.61 ' 0.21
o ) (1.859) - |
8. Maize - - 503905.2% ’ 48585.82 - 0,05
_ : : {0.816) '
‘Hates : Sourve of data : Department of Census and Statistics .

Figures in parantheses are absolute t values.

+ Significant at 0.1 percent level o

* Significant at 0. 5 percent level
Apart ffom inéentives given'to the subsidiary food crops mentioned above
in terms of guaianteed price etc., governmént eredit facilities have also
been extended largely to this sector. In the process, the vegetable
gubsector has received low priority. As shown in tablé 13, chillies
red~onions and potatoes have received more than YO percent of credit
granted to tﬁe subsidiary food crop sector under the New Agricultural
Credit scheme. .Even when these three crops were getting increasing
amounts of credit up to 1973/74 crop year, vegetables have received
decreasing credidt fac111ties. After that year, total amount granted decrea~
sed for 511 crops and vegetables rgcelved less than 1 percent of the

total amount of credit granted.

The low priority a¢corded to fhe vegetable sector in the governemnt
credit schemes paves the way for the private lending sources to dominate
with low prices accuring to the producers and less accent on the part of
. the govermment in marketing of vegetables. Low producer prices inturn

act as a barrier to the expansion of vegetable production.
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Table 13-7 ‘Loans Granted for Suhsidiary Food Crops Under New
"7 pgrieultural credit scheme; 1967/68 - 1976/77.
Amount granted Rupees Hundred.

Crop

Year Chillies Red-onions Potaotes Vegetables Other(l) Total

: %z of
Amount  total

1967/68 19483 19798 11452 4138 8.8 - 54871
1968/69 20596 24679 15066 4347 6.7 =~ 64688
1969/70 23592 30120 18360 3422 4.5 56 75550
1970/71 12025 16038 22428 1370 2,6 74 51935
1971772 20179 29350 . - 42339 - 2508 2.7 30 94406
1972/73 36546 19073 ° - - .44062 1407 1.4 110 101198
1973/74 61818 30703 - .. 28228 ' 1122 0.9 1288 123159
1974/75 6570 © 5920 - 5951 325 1.7 154 18920
1975/76 2681 2686 5310 89 0.8 - 19766
1576/77% 1212 715 . 1320 29 - 0.9 53 3329

(1) Include : Groundnuts, maize, B-onions ete.,
* Inccmplete data

Source; Central Bank of Ceylon, Annual Report - 1978

At the national level, we saw the expansion of other food crops which
compete with the acreage devoted to vegetabie cultivation 1nASri Lanka.
4vailable evidence at local level proves that the expansion of these
crops has led to the acreage devoted to vegetable cultivation being

decreased.

Amoung the other crops mentioned above, potatoes are now cultivated

- in up country wet zone districts and in the Jaffna Peninsula. For
example, in Badulla district, there were only paddy and traditional
up~-country vegetables before potatoes were introduced around 1968.
Potaotes were cultivated on new lands and it did not affect the acreage
devoted to vegetables . Vegetable growers, nevertheless, prefer potatoes
because they are more convenient than vegetables in view of minimal . -
crop care and also more profitable although the total cost of pro-
duction per acre is relatively high. Potatoes are a relatively short-~
term crop whose harvest yields a/%%%%ysg% %%ce, unlike vegetablés. There~
féré; farmers have increase@ the acreage of potatoes while keeping the

acreage devoted to traditional vegetables as stable as possible.
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'In Xeeppetipola area, about 80 percent of the paddy fields in Yala are -
cultivated with potatoes. Almost every farmer cultivates potatoes at
least once in three seasons in this area. At presene; tobacto also
competes with vegetables for land 1n this area. However, some individual
fermers in the Viduvupolé yillage of the same area have already shifted
over to édﬁatces exclusively, due to the unremunerative prices they get
for other vegetables. Some intend to grow sugar-beets instead of vegeta~-
bles in the future. In fact all the farmers interviewed for the cost

of pfoduction survey had cultivated potatoes as their major crop in Yala
1973, This evidence substantiates the fact that farmers in this area
would groé vegetables onl if the prices are remunerative. If not, they.

would understandably shift cver to more profitable crops.

In Marassana area, though maize had been a popﬁlar crop which once competed
wth vegetables, now it 1is almost non-ecxistent due to the non~availability
of marketing outlets. Now, the major competitor for vegetables in this
area is the expanding tobacco cultivation. The Ceylon Tobacco Company
orovides the growers withfacilities to buy necessary inputs and for
the processing of tobacco, This crop has been a threat, especially to
the Maha :egetable crop Zn highla.ds, Some indivii.al farmers  in
Moeruppa, bowever, expressed fears that a low price of tobacco again “will
lead every farmer to cu1t1vate vegetables resulting in a glut and poor

p;ices.

In the dry zone areas, farmers' preference to such crops as chillies,
red onions, maize, groundnuts, éowpea. blackgram, tobacco etc., had c@gta-

inly led to a reduction of the vegetable acreage in chenas during Maha
(1)

seasons, especially in the years from about 1974, . Chena type of
vegetables collected by the Marketing Department in the last 4 - 5
years show a dramatic decrease .. This partly explains the fact that the
acreage of such vegetables as red pumpkin and cucumber have not been expa-

anded.

L T e S

1 This has been further supported by a recent study of the ARTI(1979)which

. states that " the shift towards cash crops such as chillies, cowpea,
tobacco, and black gram in chepa had replaced the conventional chena
crops, pumpkin, cucumber, okxa, etc. ) P 38
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Competition for land devoted to vegetables from other crops such as
chillies, red-onions, potatoes, banana and tobacco is highef in the

Jaffna district than any where else in the country.

4,3,2. Effects of Dry Zone Irrigation Settlement Projects:

The dry zone irrigation settlement projects aim at stabilized farming
systems, and a considerable part of chena land would come under these
settlement schemes, In both immediate pre-settlement and post-settlement
stages; a shortage of chena type of vegetables has to be aﬁticipated.

For example, in the Tambuttegama area, the Mahaweli officials have discour-
aged the farmers from growing vegetables in the chena lands anticipating

a take over of such lands for redistribution, But the land had not been
taken over even at the end of February, 1979. Some farmers had cultivated
vegetables on the lands neglecting the orders of the officials while the
majority obeyed the orders and let the lands 1lie fallow, After the Mahawell
project is implemented, each settler will be given % acre of highland to

be used as homesteads, in addition to 2% acres of irrigable land. Clearly,
s acre is not sufficient to grob highland crops and the farmers would
invariably grow paddy on lands which are under assured water supply. The
farmers, who are used to extensive cultivation under chena conditions would
not like to grow vegetables intensively on these 3 acres of land. Irrigated
vegetable farming would be unprofitable compared to paddy or chillies.
Moreover, unless and untill many other problems related to production and
marketing of vegetables, not only in irrigation settlement schemes but
generélly in all areas of the country are solved, it is doubtful whether
a substantial number of farmers would resort to vegetable cul;ivation
even as a minor occupation. This aspect needs thorough investigation
since the Mahawell project intends to encourage the settlers to grow vege-
tables, pulses and other subsidiary food crops during Yala. season
because the reddish brown earth 1s unsuitable for growing padd? during

that season in view of the higher cost of irrigationm,

The project is still under way and we are unable to make a complete
evaluation of this aspect. However, the Agrarian Research and Training
Institute recently undertook a survey‘in Galnewa region (H; and part of HZ)
where the project had already been implemented, to investigate why the
settlers did not substantially cultivate vegetables and other subsidiary
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food cropsl. Some of the major findings of‘this survey are worth

mentioning here to understand the issues related to tae expansion |
of vegetable cultivation in the dry zone ir;igation settlements.

There were 3996 allotments in the Ga}nawa region of which 929 consisted
of reddish brown earth which were meaht to be cultivated with subsidiary
food crops. - But during yala 1978, only 11 allotments were used to
‘cultivate exclusively subsidiary food crops including vegetables. 689
allotments had been left fallow due to difficulties in cultivation.

Some cultivator-settlers on these allotments came from surrounding
purana - villages and were not used to intensive cultivation of subsidiary
crops.

The above mentioned‘survey later selected a sample of 129 settlers to

S

investigate the pronlem in detail.

Table 14~: Average Acreages Cultivated With Different Crops by the
Sample Households. (Galnewa Region, Yala - 1978)

Crep Average Acreage
Paddy ' o 1.92

. Chillies - 1.2

. Perennials , .15
Unclassified crops .25

- Cowpea - : © .09

- Vegetables S _ .06

Source : -Wijeratne and Wanasinghe; Preliminary data
Table 14 shows the low priority given to - vegetables by the settlers

in the Galnewa region for reasons given below.

Only 46 percent of the sample settlers wére of the view that vegetables
grew well on there allotments while 24 percent state that the allot-
ments were not suitable for vegetable cultivation at all.

1
Wijerdthe, C.M. and Wanasinghe, A., Factors Influencing the Cultivation
of Subsidiary Food Crops in the M ahaweli Area, ARTI. (Forthcoming)
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720ut of 129 sample settlers reported various problems which they
presently encounter in the cultivation of subsidiary food crops
including vegetables (Table 15)-

Table 15-: Problems in the Cultivation of Subsidiary Food Crops
Includin§3Vegetables. Reported by 72 Settlers in the
Calnewa Region, Yala, 1978.

Problem . . Noj reported % of the

P ' —— reported

1. Lack of marketing outlets - i7 23.6
2. Uncertainty with regard to price ; 6 8.3
3. Lack of water 13 18,1
4, Lack of finance : 7 9.7
5. Difficulties in buying agro-chemicals and

fertilizer 8 11.1
6. Shortage of labour 9 12.5
7. Non availability of tractors and sparyers '

at the required time 4 5.6
8. Losses due to theft - 8 11.1

Total ' 72 100

e vt

Source:~ Wijeratne and Wanasinghe, preliminary data.

As shown in table 15, the un;ertainty’ with regard to marketing facili~
ties was the most important constraint for settlers to hesitiate in
growing subsidiary food crops. Even if the marketing facilities are
avéilable. farmers would resort to these crops only if the other
related problems are solved.,

These findings are useful in designing future policies vith regard to
the programmes for the expansion of subsidiary food crops in the dry

zone irrigation settlements. ‘

4.3.3 Problems in the Expginsion of Vegetable Production

The most important problems encountered by the vegetable growers are
the small size of land holdings, high land rent, high labour charges
shortage of labour, high prices and the non-availability of material
inphts such as seed, fertilizer, agro~chemicals and equipment at the
correct time, lack of finmance, lack of marketing outlets in main harvest-
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ing seasons, severe £luctuations ia bfice'énd low pruducer prices.
High prices of land, labour and material inputs have resulted in
higher production costs. The cost“of_proddction is analysed in more
detail in section 4.4. .

Problems relating to marketing and price-are discussed:in chapter 5
in detail. The following sections are-devoted to a discussion of the
problems cqnnected with,the”magor,factors ‘of -production, i.e. land,

.labocr, material inputs and other equipments.

(1) Size of Land Holdings and Land Rent = 1t

The market~oriented vegetable production in¢Sri Lanka is carried out
mostly on small land holdings. However, there are a few exceptions where
it is undertaken on relatively large farms. But the quantity of
vegetables produced cn such iarge farms is small compared to that produ-
ced on the scattered small holdings throughout the country.

According to a survey conducted'by'the Department of Agrarian Seryices
in 1964 in Nuwara-eliva district, the average size of a vegetable farm

varied form 1 to 10 acres..1

Department of Census and Statistics (1968) found that the average size of
a vegetable farm was less than an acre in Kandy and Badulla districts.2
Abeysekera and Senéﬁeyake (1974) discovered that the average size of

a vegetable farm varied from 1.4 to 3.6 acres, in 4 villages in the
Welimada area in Badulla district.> |

The pfesent survey revealed that the average land area under different
vegetablefshows a wide variation . in different localities and in different
seasons (Table ~16, 17, 18). The total average extent cultivated with all

————— e S e S0

1 Department of Agrarian Services (1964) Proceedings of A Ceylon National
Training Centre on Agricultural Marketing, Colombo.

' Department of Census and Statistice (1968) Survey of Vegetable Product-~
ion , Kandy and Badulla Districts; Yala 1966 and Maha 1966/67.

Abeysekera and Senanayake (1974), op, cit.”
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vegetdbles varied trom O..Z3 acres in Madduvil-Kaithady and Uduvil-
Keerimalai (Jaffna) to 0.92 acres in Lunuwewa (Anurédﬁépura)~

Table 16~: Average Land Area Under Different Vegetables Cultivated in
. Maha 1977/78 (extent in acres) )

Localitz Vidurugola Boragas Uduvil-Keerimalai

Vegetaglgn (Jaffna)
Beans o -0.41 .3 0.53 0 0.33
Cabbage - 0.22 . 70,52 _ 0.21
Knolkhol - 0.19 - ; -
Raddish - 0.17 - : -
Carrot - - 0.45 iy 0.13
Leeks .. Co - 0.25 -
Beatroot - - 0.32
Capsicum chillies - . - 0.25
Tomatoes - o - - 0.23 -
Brinjal - - : 0.27
Lady fingers - - 0.38
Long beans : - - . 0.13
Bitter gourd - 7 ' - 0.03-
Snake gourd - : - 0.06
Red pumpkin - - - 0.37

. -y s ama S o

Total average extent
for all végetables .
(acres) G.25 0.44 0.23

=osemR p—2—3 ] -t --t 4
In no locality of our survey the total average land extent (for all
vegetables) exceeded 1 acre. However, there were a few exceptions with
regard to individual vegetables such .as .brinjal and tomatoes in the

villages of Ikiriwewa and Lunuwewa (Anuradhapura)

In all the wet zone areas and in the Jaffna peninsuala small parcels

of land are intensively cultivated. In Anuradhapura on the other hand,
chena land was still.available for cultivation even during Maha 1978/79.
This will no longer be possible with the implementation of the Mahaweli

In the wet zone areas the population pressure on land is very high and
the cultivation of vegetables had been carried out on minute land holdings
since early times. It is certain that {nrther fragmentation is already

shrinking the average farm size.
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Table ~17 Average Land Area under Different vegetables Cultivated in
'Yala 1978 (extent in acres)

Locality Viduru~ Boragas Hewavi- Meeru~ Ikiri- Lunpu- Uduvil- Maddu-
pola ssa ppa wewa wewa Keeri- vil-Kai-
: ' malai thady

Vegetable
Beans 0.59 0.28 0.43 0.57 - - - -
Cabbage 0.21 0.38 - 0.62 - - - 0.13
Knolkhol 0.13 - - 0.25 - - - -
Raddish  0.19 0.50 - - - - - -
Carrot - 0.65 - - - - - -
Leeks - 0.13 - - - - - -
Beetroot - - - - - - 0.26 0.42
Capsicum ‘
chillies - - - 0.75 - - - -
Tomatoes - - 0.42 0.58 - . 1,5 - 0.25
Brinjal- 0,13 - - - 1.39 1.0 0.37 0.30
Lady
fingers - - - 0.50 0.13 =~ - 0.13
Long beans -~ - - 0.50 0.50 '~ 0.25 0.13
Bitter

gourd - - 0.46 0.57 - - - 0.25
Snake gourd - - 0.51 0.63 . - 0.25 - 0.13
Red pum~ |

pkin - - - - 0.13 =~ - 0.30
Luffa - - - - . 0.13 - - s
Mixed . ' '
vegetables -~ 3 0.47 - - - - ‘ -
Total average .
extent for.
all vegetab~- , ‘ :
les.(acres)0.25 0.39 ~0.46 0,55 0.46 0.92_ 0.29 0.23

Almost all the fammers interviewed were prepared to expand vegétable
cultivation but they were constrained By non~availability and highvprice
‘of land in the first place. Many vegetable growers in Vidurupola,
Boragas, Hewavissa and Meeruppa villages had rented-in or leased-in land
- for vegetable cultivation under various terms. Some had to pay % of

the harvest while others pay a considerable amount of money per acre

of land. Still some others, especially in Boragas,Ikiriwewa and Lunuwewa

had encroached on crown lands.
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Table ~18: Average Land Area under Different Vegetables Cultivated in
Mah371978/79 (extent in acres)

Locality Hewavissa Meeruppa ~ Lupuwews
Vegetable

Beans 70,65 0.36 -
Tomatoes -.0.80 e 0,66 - 0.63.
Raddish 0.25 ~ -
Capsicum chillies 0.19 0,46 -
Brinj al - 0 [} 50 1 . 9 5
Snake - gourd 0.27 0.75 -~
Bitter gourd ﬁ 0.31 - ¢ 0.55 -
Long beans - - 0.13
Mixed vegetables 0.80 = 0.33
gggrage extent for : . . :

all vegetables - 0.47 . - 055 0.76

(acres) : som= Tt masoes

Table -19: Average Land Rent Reported by the Producers: (Rs.per season)

Locality o Paddy . High

S - . land land -
1. Vidurupola (yala 1978) - 125,00
2,Hewavissa: (Maha 1978/79) 500,00 750 00
3.Meeruppa  (Maha 1978/79) . 400,00 - 500,00 -
4.Jaffna (Yala 1978) - 1200,00

Under the share cropping system, the crop share that goes to the land-
lord is substantial. The remaining share with the real cultivator has
t6 be'priceﬁﬁ£b cover all costs includinga;reasonable profit margin.

Thus, the share cropping system also contributes to increased production
costs . The: majority of share croppers cannot compete with owner culti—
vators as far as average cost is concerned. The encroachers have
difficulties in getting cu1t1vation loans from the ‘banks or co—operatives
and other inputs from institutional sources. Thus, adverse ~land tenure
conditions also impede the 'éxpansion of vegetable cuitivation,

(11) Availability and Price of Labour

Almost all the vegetable cultivators interviewed had employed hired

léﬁour during Maha 1977/78, Yala 1978 and Maha 1978/79, irfespective of
the size of their land holdings. Most of them reported problems with
regard to finding the labourers at required times and high wage rates.



48

1

Table 20: Number of Vegetable Cultivators Reporting Problems About

- Getting Hired Labour

Locality ~ Viduru~ Boragas Hewa- Meerv- Lunu~ Uduvil-
pola__ ome. Vissa ppa = wewa Keerimalai
No: 2 Nox % Noz X No: 7  No: Z No: %

Problem |

1. Difficult - A
to obtain [P _
when neces~ 19 95.0 11 61.1 15 75,0 17 85.0° 5.27.8 7 26.9
savy -

2, High wage . S
rates 13 65,0 0 0,0 735.06 0O 0.0 4 22.2 23 88,5
Total * No: '
reported 32 11 .22 17 .9 30
problems - onmes =:’=='= . =moz smos mum oo

* Total nunber reported does not add up to the nunber in the sample
because the cultivators gave multiple responses.

Percentapes refer to those of the total number of cultivatiors
~Interviewed. _ g

Table 21~: Average Labour Charges Reported by the Producers

(Rs. per day)

- ) ' b
o Maha 77/78 | .Zé&é..l?. Maha 78/79_
_Males Females Males ~ Females Males = Females
Locality
“5’v1durupo1a . 7.00  4.00 10.00  5.00 - -
‘Boragas . - 8.00 4.00 10,00 5.00 - -
Hevavissa . _: - "‘”- . 7.00 - 4.00 8.00 - 6.00
Meeruppa - - 6,00 400  8.00  6.00
1kirivewa - - - - 12,00 10.00
Lunuwewa - - - - ~12.00 10.00

Jaffna - -  10.00 5.00 @ - -
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As shown in table 21, wages payabie to the hired labourers have risen
considerably, even from Maha 1977/78 to Maha 1978/79 in ail the
localtities concerned. Table 21 shows only the wages with meals. In
providing food and victuals to the labourers, a considerable amount

of money is involved .When the farmers complained that wages were high,
it implied that the expenses on food provided to the labourers were

alsgo high.

e A . s ot o

Although many vegetable cultivators produce their own seed requirements
of many indigenous ﬁegetable varieties, they have to purchase exotic
vegetable seeds, Certain farmers, buy even the indigenous vegetable
seeds , A common complaint was that the cultivators have to purchase
seeds from private tradsrs at higher prices since the seed requirements
are not timely met by the institutional sources such as the co-operative
and Agricultural Service Centre. Another major complzint was that seeds
supplied by the institutional sources as well as by the private traders
are of poor germinating quality., The mmber of farmers reporting seed

problems 1is given in table 22,

Table 22-: Number of Vegetable Cultivators Reporting Problems About
Getting Seeds: '

Locality . Vidurupola Hewavissa Meeruppa  Uduvil-Keerimalai

-y o e

Problems No: 42  No: % ¥o: % No: %

o . P o -t ———— - — oo P s pn o s e -

1. Difficult to
obtain when

necessary 15 75.0 13 65.0 0 0.0 14 53.8
-2, High price 4 20,0 2 10.0 13 65.0 o 0.0
3. Poor

germinating . :

capacity 10 5.0 3 15.0. 5 25.0 16 61.5
Total* No: _ _ :
reported 29 18 18 30
probl ems S s e mzimez .

* Total number does not add up to the number in the sample
because the cltivators gave multiple responses.

Percentages refer to those of the total number of gultivators inter—
viewed.
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An examlnation of the price of seed prevailing in the study localities
shows that prices have gone up considerably even from Maha 1977/78
to Maha 1978/79. (within one year). Table 23 presents data on price of
seeds prevailing in'study locélities in three cultivation seasons.

Table 23-: Average Seed Prices Reported by the Producers (Rs.per unit)

Locality Crop Unit Maha Yala Maha
== 1977/78 - 118 1978[19
1. Vidurupola Cabbage 1 oz. 38.00 . 42.50 _ -
Beans 1 measure 30.00 35.00 -
Raddish 1. 1b. - 48.00 85.00
Knolkhol 1 oz. 2,25 4.50
2. Boragas Beans 1 measure . 30.00 35.00 -
"Cabbage 1 oz. : - - 37.50 -
Carrot 1 1b. 66.50 72.00 -
Beeroot 1 1b. - 72.00 -
3. Hewavissa Snakegourd 1 measure - - 30.00 50.00
' Bitter- , o :
gourd 1 measure - _ 40.00 40.00
Beans . - 1 measure. - . 30.00 30,00
Tomatoes 1 measure - - 100.00 100.00
4. Meeruppa Tomatoes 1 1lb. - 80.00 100.00
»Snakr;'- )
grourd 1 1b. - . 10.00 © ., 10,00
" Beans 1 measure - 30.00 ) -

~

(iv) Availability and Price of Fertilizer

As in the case of seeds, even fretilizer is not available at the required
times from the institutionallsources.- Therefore, cultivators have to
rely on.private traders for - their requirements, who supply fertilizer at
higher prices. Co-operatives are unable to make correct estimates of the
input requirements of the cultivators in the area. Often co-operatives’
give high priority to consumer items from which they can make higher
profits. They also claim that they do not have enough funds to_stock

various agricultural lnputs.

Farmers in Boragas area claimed of profiteering in fertilizer by some co~
operatives whose officials connive with private traders to create artifi-

clal shortages of fertilizer.
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Vegetable cultivators in Marassana area accepted that the fertilizer
application was necessary in view of the infertile nature of the

soil but they could not afford it because the fertilizer prices at private
sources had gone up ‘over 100 percent compared with the prices of the

prey;ous year.

Table 24-: Nﬁmberﬂof Vegetable Cultivaters Reporting Problems About
' Getting TFertilizer.

Egggl;tz Viduru- Boragas - Hewavissa Meeruppa Uduvil-Keeri
~pola » malail
No: % Not %Z No: %Z No: % No: ' Z
Problenm

1.pifficult to
obtain when

necessary 18 90.0 10 55.6 12 60.0 8 40.0 .0 0.0
2.High price 12 60.0 10 55.6 10 50.0 18 ' 90.0 26 100.0
3.Tréns§brf : ’ :

difficulties 15 75.0 ©0 0.0 o 0.0 0 0.0 2 7.7

Total * No: -

reportng 45 20 22 26 28

problens e =etem e == ez

% Total number does not add up to the number . in the sample because
the cultivators gave multiple responses.

Percentages refer to those of the total number of cultivators inter~
viewed. ‘
Increased price of fertilizer was fﬁe major problem reported by the
cultivators in Meeruppa (Kandy) and Uduvil-Keerimalai (Jaffna) while it

was also an impottqg; problem in the other areas.

With the 1ncreasing price of petroleum products, fertilizer ptice
increases are inevitable unless the govermment subsidizes the fertilizer
grices.l v : : -
1Since the draft of this report was prepared, the govermment in fact

annuounced price reductions in all types of fertilizer on 20th September;
1979.
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Table 25~: Average Fertilizer Prices Reported by the Producers
(Rs.per unit)

Locality Type - Unit  Maha | Yala . Maha

_ — 1977/18 1978 1978/79
1. Vidurupola mixed 1 cut 48.00 10.00 ' -
. lime 1 cwt 18.00 22,00 | -
Cowdung 1 bag 20.00 22.00 -
2. Boragas Green
' _manure 1 cwt 36.00 66.00 -
Urea 1l cwt  90.00 112.00 -
Special :
potato . . v
mixture 1 cwt 36.00 77 .00 ' -
Cowdung 100 120.00 200.00 -
: : baskets
Lime 1 bag - " 15.00 - -
3. Hewavissa Lanka 1 cwt - o 29,50 52.50
' Urea 1 cwt - ' 57.00 85.00
Cowdung 1 cwt - 60,00 60.00
4. Meeruppa Lanka 1 cut - 30.00 - 70.00
Urea - 1 cut - ' 60.00 90.00
5. Ikiriwewa Urea lewt | - ' - 100.00
6. Lunuwewa Urea 1 cut - - 100.00
7. Jaffna Vl 1 cwt - 75.00 -
Urea 1 cwt - 105.00 -

In the future too, this will affect adversely not only the cultivation
of vegetables but also other'cropa. Though 'we do not have coﬁblete data
oh price iﬁc:eases in specific vegetablé fertilizer mixtures, it can
be said that the price of ﬁidely used types of fertilizer invvegetable
cultivatibn has doubled in the year of 1978 as shown in table 26. :

Table ~26: Price Increases in Selected Types of Fertilizer

Type ‘ Price per ton (Rs,) Price per ton (Rs.)
— before 18.7.78 . after 18.7.78
Urea ~ 1044 - 2088
NPK 1080 B 2160
Vl with SA 1186 2372

Source : Fertilizer Corporation |
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(v) Availability and Price of Agro-chemicals

In every locality we studied, almost every farmer had used chemical weed
killers, insecticides and fungicides to protect his vegetable cultivat-
ions from the seed-bed stage to the end of harvesting.

Institutional sources have failed in the proper supply of agro-chemicals
to the vegetable growers. The cultivators suspect that the agro-chemicals
supplied by the private traders are not only arbitrarily priced but also
adulterated. They are also of the view that the chemicals issued to
co-gperatives and Agricultural Service Centres go either to a few influen~

tial cultivators or to the black-market.

A rajor problem wiih recard to agro-chemicals is the non—availability
of the correct variety at the correct time. farmers in Boragas area
complained of 2 general scarcity of popular brands, such as Anthrocol,
Tamaroun, Indrex etc., in the area. They were not available either with the

private trvaders or the institutional sources. '

Table 27-: lNumber of Vegetable Cultivators Reporting Problems About
Cetting Agro-chemicals ’

Locality Vidurugola Hewavissa Meeruppa Ikiriwewa Uduvil-Keeri
e ' malai
Problex No: Z Yo: % No: % No: % N =

1.Difficult to
obtain when
necessary 5 40.00 3 15.0 6 30.0 8 40.0 8 30.8

2.High price 11 55.0 21 55.0 18 90.0 4 50.0 25  96.2

Total® Nc @

reporting 19 14 .- 24 12 33
problems T - o -

* Total number does net add up ot “he number in the sample hecause
the cultivators gave multiple re:t:ponses.

Percentages refer to those of th: total number of cultivators intexr-
L. 7iewad.
As’ shown in table 27, the major p:'oblem reported by the cultivators
except in case of Ikiriwewa, is the wmpensive price of agro-chemicals.

Non-availsbility is the major probl.u: at Ikiriwewa (Anuradhapura).
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'In fact, prices of agro-chemicals have gone up from season to season
during the period of our field'investigation. The price increases

in petroleum products will invariably worsen the situatlon.

The prices of agro-chemicals prevailing in the study localities from
Maha 1977/78 to Maha 1978/79 are given in table 28.

Table 28- Average Prices of - Agro-chemicals Regorted by the Producers
(Rs. per unit)

Locality ' ~ Brand name. Unit  Maha '~ Yala Maha
e : - 1977/78 1978 1978/79
1.vidurupola Diamethol 16 oz. 48.00 - 68.00 -
Tamaron 16 oz. ' 60.00 80.00 -
2.Boragas Rogor 16 oz. 52.00 60.00 -
R Tamaron 16 oz. 65.00  78.00 . -
Anthrocol 1 pkt. 26.00 40.00 -
Endrex 16 oz. 65.00 - -
Diamethol 16 oz. - 34.00 e
. . Thayodon - 16 oz. - 34.00 -
3.Hewavissa Diamethol 16 oz, - . 44.50 - 44,50
T Polythion @ 16 oz. - 70.00 70.00
Tamaron 16 oz. - 80.00 80.00
. Rogor S 16 oz. - " 46.50 54.00
Endrex 16 oz. - 32.00 - 62.00
Laned~L : 16 oz. - 55.00 55.00
4 .Meeruppa Rogor 16 oz. - 45,00 48,00
Laned-L 16 oz. - 40.00  64.00
- _ Lebysid 16 oz. - 28.00 -
5.1kirivewa Patathion . 16 oz. - - 34.00
' Eckatos 16 oz. - - 110.00
Endrex - 16 oz, - = 32.50
Tamaron 16 oz. - ~ 80.00
‘Lebysid 16 oz, = =~ - - 40,00
, Nairan 16 oz. - - = 42.00
6.Lunuwewa Endrex 16 oz. - - ' 37.00
: : Eckatos 16 oz, - - 114.00
. Melathion 16 oz. - - 10.00
7.Jaffna Anthrocol 16 oz. - - 35.00
Polydol - 16 oz. - - 70,00
Asodryn 16 oz. - - - 75,00

Endrex - 16 oz. - - 32.00

(vi) Availabiliiy and Price of other Allied Implements

The farmers reported problems in getting sprayers and water pumps. High
cost of these items has resulted in the concentration of their ownership
in the hands of a few rich dultivators. High repair costs made the

owners reluctant to lend or hite these implements to those who need



55

them. A sprayer cost about Rs.1000/- in August 1978 at Boragas whereas it
was available for Rs.l45/- about 10 years age. A water pump, including
the accessories and installation charges, cost about Rs.15000/- at

Ikifiivewa, in October, 1578.

Vegetable cultivators at Boragas further complained of their inability
to get mammoties because they are issued only to those who have
Agro-Identity cards. These cards had been issued only to paddy farmers.
The Cultivétors at Boragas who grow vegetables only on highlands have
not been issued Agro—ldentity cards. '

Certain additional material requierments are involved in cultivation of

several vegetables, namely stakes for pole beans, stakes, dead branches,
cadjan and coir-rope for fencing, webbing, trellising and thatchiﬁg in

case of snakegourd, bittergrourd and luffa. The cost of these items have

to be taken into account in the computation of cost of production of these '
vegetables. These vegetables are mostly grown, among our study localities,
at Vidurupola and Boragas (beans) and at Hewavissa and Meeruppa (snakegourd,
‘bittergourd, luffa). Almost all materials mentioned above can be used for

about 2 seasons.

The vegetable cultivators complained of the increases in the price of
these items, along with other inputs discussed earlier.

As shown in table 29, the price of 1000 stakes for pole beans has gone up
by Rs.15/~ at Vidurupola and by Rs.10/- at Boragas from Maha 1977/78 to Yala
1978. The price of same has increased by 100 percent at Hewavissa and
Meeruppa from Yala 1978 to Maha 1978/79. Stakes used for trellising, coir— ‘

rope and cadjan too record cons&derable price increases.
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Table 29-: Average Prices of Other Materials Used In Vegetable Cultivation
.. Reported by the Producers (Rs.per unit)

Locality - Item Unit  Maha Yala - Maha -
e —_— 1977/78 1978 1978/79
1. Vidurupola Stakes for pole L _
: beans . 1000 35.00 " 50.00 C -
2. Boragas Stakes for pole _ - e
R . beans 1000 - 40,00 . 50.00 -
- 3. Hewavissa  Stakes for Trellis- : -
- " ing 1000 - zx 1000,00 1500.00
Stakes for pole . L : . :
beans 1000 - ' 40.00 80.00
Coir rope 1 cut - - 145.00 150.00
Dead branches .1000 - © 15,00 30.00
' Cadjan 100 - 35.00 45.00
4, Meeruppa . Stakes for pole 1000 - 40.00 . . 80.00
beans
Coir rope . 1 cwt - 90,00  100.00
Cadjan . 100 - - 40.00. ;. 50.00

(vii) Other Problems of Production Encountered by the Vegetable Cultivators

- - —

In general, inabillty to get the required inputs, materials and equipment
and their high prices were the major problems of productlon faced by
vegetable cultivators. In addition, cultivators in each study locality
stated several problems regarding vegetable cultivation. The important

problems are briefly discussed belows

(a)"Dncertainty and Risk Attached to the Rainfed cultivation

'In Vidurupola and Boragas areas ,heavy rains cause a threat to beans
production, usually ‘from May to September each year:. On the other hand,
during dry seasons , there is a shortage of wateL because of the non~avail-
ability of even minor irrlgation facilities. The cultivators of Ikiriwewa
and Lunuwewa (Anuradhapura) also expresed difficulties in getting irri-
gation facilities for ﬁegetable cultivation end*the risk attached to
rainfed cultivation. The rainfall is unpredictable and subject to extreme
fluctuations. In Jaffna distiret, lands cultivated'with #egetables get

water logged during the rainy season. Thus, it is clear that the cultivation
of vegetables is a risky enterprise from the view point of the cultivators,

in the absence of a Crop Insurance Scheme.
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(b) Inefficiencies of Extension Services.

PP

Many vegetable growers complained that extension officials serve only
influential farmers and that there is no way of acquiring knowledge
about scientific methods of vegetable cultivation. The officials are
“Tot prepared to solve problems regarding vegetable cultivation, faced.

by the average farmers. The same applies even to Co-operative officials
‘and cultivation Officers,

{c) Difficulties in Getting Institutional Credit

‘Due to inefficiencies of the institutional credit sources. (banks, co-ops
etc.). -cultivators resort to borrowing from Commission Agents and other
private sources . In these circumstanées{ producers are obliged to sell
ﬂtheir produce to private traders and are compelled to accept a low
producer price.1 '
' i

" Even if vegetable‘cultivaﬁors are pravided with interest free institutio-
nal loans, borfowiﬁg is too riskly in the absence of a Crop Insurance

. Scheme to cover the cultivation risks.

Eligibllity of vegetable cultivators for institutional credit is also
restricted by the constraints of size of land holdings and adverse land
tenure conditions. TFor example, as we saw earlier, many cultivators grow
vegetables on extents less than 1 acre . Some cultivators grow them
even on lands of less than % acre in extent. In Meeruppa village, it
was found. that the vegetable cultivators who operate less than % acre

were regatded as ineligible for credit from the Bank of Cey10n.

In Boragas area, the majority of the vegetable cultivators have not been
issued agto—identity cards and operate encroached crown lands and there~

fore, are ineligible for institutional credit.

. g g T "

1 See Chapter 5 for a detailed discussion of this aspect._i_w -
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Almost every farmer interviewed expressed the view that the cost of
production of vegetables had gone up cdnsiderably, thereby leading to .
insufficient net incomes from vegetables, whcih may even force. them to
give up vegetable cultivation. This of course would occur with
very low producer prices. Section 4.4 attempts to analayse the cost

of production and compare pfoducer prices = of vegetables with costs;

4.4. Cost of Production and Proudcer~Price of Vegetables

The average cost of production per acre for 9 vegetables was éélcuiated
on the basis of data collected through a questionnaire édministered_to

- a’‘gample of 177 cultivators in the 4 selected districts, The cost of
production of each vegetable could not be computed for each loeality
because. the cultivators in some localities had not cultivated all the
vegetables concerned. Some vegetables by nature cannot be cultivated
in some of the selected localities. The average cost figures are con~
fined to Maha 1977/78, Yala 1978 and Maha 1978/79. The figures for most

vegetables were available only for two out of these three;'seaSOns,

In the computation of cost of production, the following major items

of expenditure were taken into consideration.

1. Wages and estimated cost of food given to hired labourers.
2. Tractor charges. | ‘

" 3. Cost of material inputs.
4. Cost of transport of produce within the farm and/or from the

farm to farm house,

" In the production of vegetables, in most localities, the family labour
camﬁdnent ‘was as high as hired labour input. Therefore, the average
cost of production per acre was computed on two bases di.e. (i) with
imputed cost of family labour and (ii) withéut imputed cost of family
labour, to Vsee what difference it makes to the total average cost. The
average estimated cost of production per acre of the seclected vegetab-

les on these two bases are presented separately in tables 30 and 31.
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Table 30-: Average Estimated Cost of Production Per Acre of Selected
Vegetables with Imputed Cost of Family Labour (Rs.)

Season

1
Area Maha 1977/78. Yala 1978 Maha 1978/79
1. Beans Vidurupola 3914.60 - 4499.33 -
Lo - Boragas _ 4155.10 4109.35 -
Meeruppa ' - 3877.86 5030.00
Hewavissa - 4503.57 3736.11
2. Beetroot Uduvil : 6191.75 7883.03 -
. Keerimalai 7929,86 8841.6L = =
3, Cabbage Vidurupola 3864.00 5100,00 ~ ~ -
o Boragas 3564,00 4779.00 -
Uduvil ~ 8162.36 N.A. -
' Keerimalai - 10871.20 N.A. -
4, Carrot Boragas 3318.83 3609.65 -
5. Raddish Vidurupola ’ 2756.50 3445,50 _ -
6. Tomatoes Meeruppa - 2640,00 1991,12
, Bewavissa - 3101.30 2645.50
' Keerimalai . 9376.99 N.A. -
7. Brinjal Ikiriwewa - N.A. 1414 .49
‘ Lunuwewa : - N.A. 1430.41
Uduvil 10471.03 N.A. - -
Keerimalai - 13359,04 N.A. -
. Kaithady N.A. - 13771.15 ~
: Madduvil N.A. 10967.00 -
8. Bitter- ' . - : ,
gourd Meeruppo - 3853.25 . 5165.66
9. Snake- N N
' gound Meeruppa . : - 5237.36 = N.A.
Hewavissa - 6843.80 7086 .40
N.A. = Not availadbla

Did not collect data for the season.
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Table 31-: Average Estimated Cost of Production Per Acre of
) Selected Vegetables Without Imputed Cost of Family
Labour (Rs.)

~ ‘Season
' Area Maha 1977/78 Yala 1978 Maha 1978/79

Beans Vidurupola 3813.36 3827.63 -
Boragas 2937.54 3362.06 -
Meeruppa - 3261.57 3790.20
Hewavissa - 4161.57 3524.47

Beetroot Uduvil - 5627.75 6168.03 . -
Keerimalai 6624.82 7864 .61 -

Cabbage Vidurupola 2618.67 . 1889.33 -
Boragas 3144.21 3855.34 -
Uduvil 6938.86 - N.AL -
Keerimalai 7221.20 N.A. -

Carrot Boragas 2281.69 2749.49 -

" Raddish  Vidurupola 1774.67 1712.53 -

Tomatoes Meeruppa - 2222.56 1706.88
Hewavissa - 2790.00 2421.83
Keerimalai 8051.69 N.A. -

Brinjal Ikiriwewa .- N.A. 841.26
Lunuwewa - N.A. 995.06
Uduvil 8826.29 N.A. -
Keerimalai 9215.56 N.A, -
Kaithady NA. 5631.59 -
Madduvil N.A. 5812.68 -

Bitter

gourd Meeruppa - 3729.75 4820.01

Snake~ | _ _ '

" gourd Meeruppa - - 4979.47 N.A.
Hewavissa - ."64626.51 - 6405.53
- N.A. = Not available

- = Did not collect data for the season
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LThe most important teature as is shown in tables 30 and 31 is that the
cost of production of almost every vegetable has increased from one
season to another (i.e., from Maha 1977/78 to Yala 1978 or Yala 1978 to
Maha 1978/79). This can be attfibuted-to the increases in labour charges

and price of material inputs,ias:discussed in section 4,3.3.

Another notable feature is that, for the same vegetable, the cost is
generally higher 'in areas where irrigated and mechanised farming are
practised than in areas where the rainfed labour intensive cultivation

is adopted. For example, in Maha 1977/78, the average cost jot’ prddﬁ§t~
;on'ﬁer~a¢re of Cabbage was about Rs.4,000/~ in Vidurupola»and Bo;agas
?iliageé (Welimada) while the same was about Rs.10000/- in Uduvii-Keér1m~
alai area (Jaffna). Same applied to the cost of production of'briﬁﬁSI
between Ikiriwewa/Lunuwewa and Uduvil-Keerimalai/KaithaddyéMadduvil(Jaffna).
Infact the cost is the lowest in Ikiriwewa and Lunuwewa where_ghgggj
cultivation 1is practiéed. The main items of expenditure are labour char-

ges for land preparation and the cost of agro-chemicals. .

Intensive cultivation in the wet zone areas (Badulla aud"Kandy) is certainly

costlier than extensive chena cultivation.

Time series data on the cost of production of the individual Vegetab;és
apalysed here is lacking to compare the increases in the costs over time.l
However, one earlier study made an effort to estimzte the cost of product-
iSn of certain vegetables under various water supply conditions and yield
potentials? Another estimated the actual average cost of production of

a small number of vegetables, incurred by producers on the basis of a
survey conducted in Nuwara-Eliya district.3  Although the data given

in the above two studies are not strictly comparable with findings in this
study, these data can give a general idea about the increases_iﬁ the“cost

of production of certain vegetables.

- - e -

1 Department Sf Census & Statistics (1968) and Abeysekera & Senanayéke '
(1974) have computed the costs on the basis of .perfarm and per acre for
all vegetables, but not on the basis of tndividual vegetables.

2 Sathasivéhpiilai, K (1976) Cost of Production of Some Selected- Crops:in
Sri Lankd, Agricultural Economic Study 15, Department of Agriculture,
Peradeniya. : :

3 pe Silva, G.A.C. & K.Sathasivampillai (1976) Potato-vegetable Cultivation
in Nuwara-eliya District of Sfi Lanka, Agricultural Economic Study 16,
NDanartment of Acoricnlture. Peradendva.: e . '



Table.32-:

Vegetable

Beans
Beetroot
Cabbage

Carrot
Raddish

Tomatoes

Brinjal

(1)
Estxmated Ayergge gost of Productiou Per A_;e of Some Yegetables and Their Changes (from 1976 to Maha 1978/79)

Vidurupola

gzerage gost data estimated by the present 'spryey

Yala 1978

~

12369.08

'Watersupply Aye:age Boragas Hevayisésa Meeruppa “Tkirivewa) "Dduyil/Keerimalai Kaithady/Madduvil
~condition cost 'Yala 1978 Yala = Yala 1978 Yala 1978 Lunuwewa  Maha 77178
. (Rs.) o B 1978 Maha 28/79

——— Qare). e
rainfed  1160.00 4499.33  4190.35 4503.57  3877.86 - -
Irrigated  1559.00 - - - - - 8362.32
Irrigated 1647.00 - - - - - 9516.78
rainfed 1193.00 5100.00 4479.00 - - - -

© rainfed 1163.00 - 3609.65 - - - -
rainfed  1166.00 3445.50 - - - - -
Irrigated 1343.00 - - - - - 9376.99
rainfed 758.50 - - 3101.30  2640.00 - , -
‘rainfed 866.90 - - - - 1422.45  11915.04

| | | ': (irrigated)

T R TR M Sl . WS .

(D Thé cost estimates include the imputed cost of family

(2) Source : Sathasivampillai (1976)
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labour too.

(irrigated)
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Table 33-: Actual Average Cost of Production Per A.c‘re1 of Some

Vegetabigg.Réported by the Producers (Rs.)

Vegetable '_ ' ' Nuwara-Eli&a_-» - Vidurupola _ﬁk>Boragaé

(1976) 2 (Badulla)  ~ (Badulla)

Cost (Rs.) (1978 Yala) ..-(1978 Yala)
——— e - Cost_(Rs.) .- _Cost (Rs.)
Cabbage 2081.97 © 5100.00  4179.00
Carrot 3392.72 - 3609.65
Raddish 1049.30 3445.50 -

1 The cost estimates include the imputed cost of family :
labour too.

2  Source -: De Silva & Sathasivampillai (1976)

Table 32 and 33 show that the actual cost of pieduction per acre has ..
increased considerably, from 1976 to Maha 1978/79.

However, the high average cost of production and their increases over
time should be offset by increasing net producer prices, thereby 1eading
to stable or increasing net incomes to the producer. The decision
whether or not to cultivate a particular vegetable.variety will depend

on its nét income, irrespective of increasing and high average cost

of production. Therefore, it is useful to examine how net prices 
received by producers compare with the average cost of production per 1b.

of vegetables.

Acco;d;ng to table 34, the net average price received by the producers
(computed after deductiﬁg fﬁe costs of transport, labour, .containers,
sales commission and wastage) for beans, cabbage, snake gourd, and.
tomatoes were lower thah the average cost per 1lb. with impuied cost

of family'labour in almost all the localities. However, when the cost
of family labour is deducted,?iaergns to be profitable except in the case
of Hewavissa. Other vegetables mentioned above remain unprotitable
even after deducting the-cést of family labour , except in the case

of carrot in Boragas and bitter gourd in Meeruppa. In contrast, brinjal
in Ikiriwewa and Lunuwewa seems to be giving a fairly reasonablé?ﬁfofip;.A
to the_producersgfeven with imputed ‘cost of family labour. This is

becauéé; the avefage c08t¥§f production per acre is relatively lower in
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Table3 4-: Comparison of Net Producer Price Per lb.and Average Cost
‘ of Production Per 1b. of Selected Vegetables

Locality(a) Net average . Estimated Cost with imputed Cost without

price recelved average cost of family imputed. cost .
by the produ- Yield per labour (cts./1lb.) of family
- cers during the acre (lb.) : labour{cts./1b.)
season{cts. per (b)
~ 1b.) ‘ ‘

Vidurupola
{Yala 1978)

Beans 0.65 6000 0.75 . 0.63
Cabbage ' 0.22 18000 - . 0.28 0.10
Carrot _ 0.11 , 7000 0.49 0.24
. Boragas

(Yala 1978) _ _ ,

Beans ) 0.69 " 6000 0.68 - 0.56
Cabbage 0.16 18000 0.25 0.21
Carrot 0.38 15000 _ 0.24 0.18
Hewavissé |

(Yala 1978) ‘

Beans 0.60 6000 0.75 © 0.69
Snakegourd -, 0.19 : 15000 0.46 0.43
Tomatoes 0.30 5000 - ' 0.62 0.56
Meeruppa

(Yala 1978)

‘Beans - 0.62 6000 0.65  0.54
Bittergourd 0.39 12000 0.32 _ 0.25
Snakegourd . 0.15 © 15000 - 0.35 0.33 -~
Tomatoes " 0.26 © 5000 _ 0.53 e 0.44
Ikiriwewa

{Maha 1978/79) , A
Brinjal 0.36 10000 0.14 0.09
Lunuwewa

( Maha 1978/79) . _
Brinjal 0.34 10000 - 0.14 0.10

——— it cnpr et i St d?

(a) The localities in the Jaffna idistrict were excluded because
' comparable producer price series were not -available.

(b) Calculated on the basis of the reported yield by the cultivators
and data given in Sathasivampillai (1976)

— S Syt gy S S S
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. . - 1
these areas, as discussed earlier.

However, the cultivators usually do not compute values of their family
labour in calculating their total costs and gross incomes. Therefore,
with regard to certain vegetables, e.g. beans, cabbage, bittergourd

and brinjal, as shown in table 34, fhe prodnéé¥$ can still remain in
cultivation since they can get some return at least to their own labour.
If the present position with regard to ﬁne other vegetables céntinues -
to persist the average producer would be compelled to give up the
vegetable cdltivation.2 The remedial action lies in assuring a fair
net average price to producers. Chapter 5 attempts to brihg into

focus, the major factors that prevent the producer from getting a fair"

share of the consumer's price.

e g e S S s L s

| 3

'lThe relatively large farmers (larger than the average) with large ldnd
holdings may realise a higher profit margin than this. But here we
are concerned with the average situation only. Moreover, under~reporting
of yields and prices and over reporting of costs are possible on the
part of producers. Hence, above data has to be treated with a certain
degree of caution.
f 2Oply the farmers with relatively large land holdings will  stay in thne
cultivation in the Llong~run because ' their average cost is relatively
small due to economies of scale . :
|
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CHAPTER 5

. MARKETING AND PRICE OF VEGETABLES

5.1 - Baékground =~ The Marketing System

5.1.1 Marketing Channels (Outlets)

The primary task of the marketing system is to collect vegetables pro-
duced 1n various parts of the country and redistribute them to the
consumers throughéut the country, especially to the people in urban areas.
-In between the collection or assembly and_rgdistribution, many other
functions and services are involved, e.g. packing, transport, bulksbreak-

iﬁg. pricing, financing, retailing and: so on.

The operational ownership of the mérkéting‘system for vegetables in
Sri Lanka can be categcrised into three groups. '
.1Ae., (1) Private (traditiona]) marketing system
(i) Govermment (Marketing Department) marketing system
(iii) Co-operative ' W "
These three gtoups operate at all three levels , 1.e. (a) primary (farm)
(b) wholesale, and (c) retail, in the marketing chain, but not in
every locality. However, at all levels, private sources are believed to

handle about 80% of the vegetable trade in Sri Lanka.l. -

(a) - Primary Level Outlets:-

These outlets vary from area to area. Table 35 presents the relative
significance of each outlet in,vegetable collection at the farm level in

the localities where field surveys were conducted.

S g ot s SR

1 Indraratne, A.D.V. de,S. (1975) "Food‘Marketing in the City'offﬁolombo"
in Food Marketing Systems in 13 Asian Cities, FAO, Bangkok.
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~ Table 35~: Significance of Fach Marketing Outlet at Primary Level

tJAccording to First Preference by Farmers_;

Percentage of farmers selling their produce to:

Area Total (1) (D) (3 &) (5 (O (D (8 Total

No:of Asse- Truc— Commiss~Other Pola Village Mkt: Co-
far- mbly ker idon priv- (fai-boutiq~ Dept.opera-
mers agent buyer.agent ate rs) ue tive
trad-
ers
Anuradhapura o
l.Ikiriveva 18 88,9 5.6 0.0 0.0 00 0.0 55 0.0 100
2.Lunuwewa 32 12.5 50.0 6.25 25.0 3.1 0.0 3.15. 0.0 100
Baudlla_
1.Vidurupola 19 0.0 0.0 9,7 0.0 5,3 0,0 0,0 ‘0,0 100
2.Boragas 27 7.4 0.0 92,6 0,0 0,0 0,06 0,0 0.0 100

Kandy

1.Meeruppa 36 ,ii:B '61.1 0.0

_ 0.0 0.0 0.0 11.0 0.0 100
2.Hewavissa 33 51.5 45.5 0.0 0.0

0.0 0.0 3.0 0.0 100

Jaffna 51 0.0 0.0 0,0 13.7 82.4%+ 00 3,9 0.0 100

s any o -

——— e o e s —— - ————— oo - =

Preference by
all farmers ‘ ‘ o
216 22.7 . 25.0. 20.8 6.9 20.4 0.0 4.2 0.0 ' 100

* Including Chunnakam, Marathanamadam and Chavakachcheri markets.:: -

As shown in table 35 , assembly agents 1 o tfuéker-buyersizwﬁﬁéﬁe the
most important marketing outlets at primary level in the selected vill-
ages in both Anuradhapura and Kandy district.‘ Commission Agent33 uete '
the most _dominant outlet in the tworvillages in Badulla ‘district. In"

Agents or brokers who collect the produce from the farmers for the comnis-
sion agents or trucker-buyers. They usually keep about 5% margin. They
are essentially agents of the rtaders.

2Traders who come in lorries or vans (trucks) and purchase the produce direct
from the producers or through the assembly agents.They could be retailers
or wholesalers.

3Wholesa1ers who undertake selling the produce for the farmere on ccmmiss—
ion basis. They usually keep 10% margin.
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Jaffna district, the majority of the vegetable cultivators had sold their -
produce to private retailers or wholesalers at the major ‘markets and
producer fairs.: bt . was also clear that, except in ‘the case of Lunuwewa
(Anuradhapura),‘a single outlet dominates the primary level produce
~collection. o ' ‘

On the whole, the moet prominent outlet 'has-been“trueker~buyers while
the assembly agents, commission agents and producer fairs, registered '
second, third and fourth places respectively, - The significance of the
Marketing Department was negligible while no cultivator we interviewed_uJ
had selected the co-operative as the major marketing outlet. 96% B
of "the farmers “had used private marketing outlets while only 4% had ;"f

used government outlets.

(b) Wholesalellevel outletedmy '

LR N

Private wholesalers/commission age"ts, the Marketing Department (MD)
and the Co~operative'Marketing Fed :ation (HARKFED) handle the wholesale
. tra&e'of'vegetables at the Pettah (Colombo) market. During ‘the period

of -, this iqvestigation it was found that about 954 of the daily average:”"
turnover of vegetahles is handled by the private wholesalers/commission
agents, about 3%Z by the MARKFED and only 2% by the MD.

Most private wholesalers procure vegetables from»the faymers: through’
transport agents while some tradeys also buy then'fron'the producers

and traders who bring the produce to the market. The MD and the MARKFED
collect vegetables from the producers through their collecting points
and trqnspott the ptoduce with their own lorries. '

In Kendy wholesale market too, the private ‘traders/ commigsion agents
dominate the wholesale trade of vegetables. The MD stall at this

market acts as a regional collecting point. The producers Sometimes
sen& their vegetables to the wholesalers on a commission basis but the
more regular feature is that the wholesalera go to villages
and collectxproduce with "their lorries.

The private wholesalers inn Jaffna markets (Chunnakam, Chava-Kachcheri

and Marathanamadam) usually procure vegetables direct from the producers
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who bring the produce to the markets, Sometimes they buy vegetables
through transport agents. The Marketing Dept: also buys vegetables '

from the same sources.

Apart from the activities of the three main wholesale markets mentioned
above, the wholesaling and bulk-breaking also take place at major markets
in almost every principal city in the country. Examples are. €alle,
Matara, Kalutara and Kurunegala. ' ‘

(¢) Retail pevel Outlets

The private retaileré_include stall holders at market centres and fairs,
pavement vendors, hawkers etc. They may get vegetables from all the
sources at ﬁroducer level and wholesale level mentioned above. Sogé“f,
retailers may themselves be producers, primary level collectors, or
wholesalers. As at other levels, the private ownership dominates in the

retail trade too.

The MD sells yegetables to the consumers through its retail stalls
(Peoplels depots). It also supplies vegetables to govermment institutions

such as hospitals, prisons, armed forces, uqiyqpsity etc.

The MARKFED sells vegetables to consumers through its small humher'of>reta11
‘stalls in Colombo and through a mobile lorry gervice. It also supplies
-yegetables to ships, government institutions etc.

Both ihe MD and the MARKFED retail points procure vegetables from their
respective wﬁolesale floors. The MD's wholesale flooxs are situated

at Pettah . The wholesale floor of the MARKFED is situ-

ated at Saunder's place. ' | ‘

The vegetable marketing system in Sri Lanka is, however, Very complex
and characterised by " too many "' channels. " This has many 1mplications
for pricing, price structure and efficiency of the marketing systeml. .

1 These éspects will be discussed in depth in the section 5.2.
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Figure. 7., THE FLOWN DIAGRAM OF THE VEGETABLE MARKETING SYSTEM K
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Figure 7 shows the complex nature of the marketing system concerned.

5.1.2 Marketing Functions

Discussed here are the aspects of cleaning of produce before selling, - . .

grading/sorting, packing, weighing and transport.1

a) Cleahing of Produce:

It was observed that at the farm level very little or no cleaning of
produce wasundertaken before selling . Such cleaning, if at all is
limited to removal of spoiled and damaged produce as in the case of

bitter gourd, brinjal, snake goard etc., and removal of leaves which

are of bad quality and adhering soil as in thé case of beetroot, carrot,
cabbage, leeks and raddish. Some vegetables simply do not reqﬁire such
cleaning. Examples are beans, red pumpkin and luffa. Because of the
fact. that producers are not much concerned about cleaning, vegetables .
arriving at the major terminal (wholesale) markets are often in an

'uncleaned state.

At the wholesale 1level, usually,‘no cleaning is undertaken and most
retailers take the produce away in the form it is sent by the producers.
 Consumere are generally concerned about cleanliness and appearance of ‘
vegetables and therefore, the retailers have to clean the produce before
selling. In fact it is at the retail level  that vegetables are cleaned
to a great extent. However, it was observed that-although the private
retailers paid much attention to cleaning, the produde at the govermment
marketing institutions, especially at the Marketing Dept: was often in

an uncleaned state.

b) Grading/Sorting

Grading of vegetables can be defined as the sorting out of the produce -
into lots with the same quality characteristics. Producers should be .
able to obtain higher prices for better grades than for the average

1Costs of these functions are discussed in section 5;2.1 under markegipg‘

costs.
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produce. l.wever, the present trac:.tional marketing system gives little

incentive for producers to grade vegetables.

Private traders usually pay a flat rate for produce and are not concerned
about grading. Therefore, the producers invariably avoid any grading
and are not satisfied with the grading done by the MD. .

Some vegetables are graded by the traders at the producer level according
" to their types e.g. " kidney beans, butter beans, green beans and as .
herculese, and XY varieties of cabbage etc.l There are two grades of
carrot, 1i.e. with leayes‘andudthout leaves. Usually, there is a price

difference of about 10 cts. per 1b. between one grade and anqther.

igTMarassana,area, trucker-buyers and assembly agents are not concerned
about grading but are particular about the removal of damaged vegetables
before packlng. However, ;he MD's collecting centre at Appallagoda
grades vegetables, the basis of which is not easily understood by the
farmers. For exanmple, during Yala 1978, MD paid the producers on avérage
Rs.1,30 per 1b. of grade 1 beans, 90 cts. per 1b. of grade 2 beans and

50 cts. per lb. of grade 3 beans. ' '

In Tamhuttegama area, the privatevtraders do not apply a strict grading
systeﬁ, However, as in the case of brinjal, removal of insect—damaggd
and spoiled fruits is undertaken. In later months of the harvésting
season, brinjals are graded as small and large fruit. Varietal diffef—
ences, e.g. white aﬁd purple varieties of brinjal, sometimes tesult.in

differential prices..

It was observed during the survey that some commission agents/wholesalers
at the Pettah market sort out wvegetables in to several grades before
'selling to retailers. It was clear that producers were_paid‘at,;be price
of the lowest grade, It is only when a larger quantity is ordered that

a retailer gets vgggtébles in the form sent by the producers. On such
occasions produce is sold even direct from the lorries. At Kandy whole-
sale market too, the traders sort out vegetables into different grades.
Some large wholesalers however, sell produce in bulk without sych

grading.
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At ghe retail level, grading is according to cleanliness, size, appearance
Qéd the freshness of the produce. \Price'differs according to the degree
of the above characteristics., Market segmentation at the retail” level

is also clearly visible deperiding on the differences in the above quali-
ties. For example, the produce offered for sale by private traders at

the Nugegoda super market can be considered grade 1 with regard to
quality characteristies. The produce at the retail stalls at the Janatha
Bg;g'_is of fair average quality whereas at ‘the pavement vendors produce
is ot low quality. Thus, the prices of the same vegetables offered for

sale at these three segmented markets are also different.

It was also observed that though the MD does grade vegetables at the
producer level, it sells vegetables of a substandard quality in ungraded
form , at retial stails.

¢) Packing

Transport ' of vegetables from the producing areas to the terminél markets
usually takes about 1 to 14 déys so that the importance of proper packing
methods can not be éver-emphasized. If the produce is not suitably packed
before despatching to the market, considerable damage could resuilt,

Farmers use gunnies to pack vegetables such as beans, cabbage , carrot,
beetroof, leeks, brinjal, bitter gourd etc. Wooden boxes are used to
pack tomatoes and capsicum chiilies. Snakegourd are usually wrapped
"in cadjan'while no containers are used for red pumpkin, ash pumpkin

and ash piantains. Some vegetables such as drumsticks and raddish are

bundled by tying with coir ¥poes and dispatched to markets.

Producers try to minimize the cost of containers by packing the max imum
possible weight in a container. Usually about 100-150 1bs. are packed
in one container. The traders and transport agents try to load the

max imum quantity of containers into one vehicle to economige the transport
cost. The containers receive 1ittle or no ventilation in the vechiles.’

The results of all these is a considerable wastage or produce in transit

and handling.
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Tﬁough che packing methods adopted by the producers may seem. technically
1nefficient and unscientific, there is no econonic incentive.for_them to

‘ undertake proper methods. Better and improved packing would only - be more
costly if modern transport and storage faciiities are not avaiieble.

Sri Lanka does not have refrigerated-transport facilities for vegetables
at presenﬁ@°eco1d storage is virtually absent for private vegetable
maiketers, _The storage for vegetables is very tempoxary,.e.g.'farmerSf
house floors and inside lorfies. The MD has very limited cold-storage
facilities which are mOStlyvused to keep vegetables and fruit over night.
In the absence of these facilities, proper packing at the ferm-level
would not pay dividends. | '

@ Velgnng -

The majority of the vegetable cultivators at Vidurupola village 'stated
that they usually weigh the produce before selling to the commission
agent. Often there is no difference between the weights mentioned by the
HEOhhission agent and the cultivators' records, after making adjustment

‘ for drying and wastage in transit. The producers complained that the
traders at the Welimada fair underwelghed the produce.  They were

also not satisfied with the ‘welghts adopted by the Marketing Department.
Farmers.at Boragas also expressed the same views. Even if there is'a
difference of weight by 2-3 1lbs. the cultivartors overlook it because
they have various other attachments to the comm1381on agents. The
commission ageuts usually déduct about 5 1bs. for the weight of the
container. The private traders at Welimada fair deduct about 204 of

the total weight for the containers, excessive moisture, drying spoiled

vegetables etc.,

Tﬁi'ﬁewavisea, it came into light that the farmers were helpless even if
theﬁ know that the traders were osing incorrect weights. The trucker*
buyers too deduct about 5 percent of the weight for drying and about

3 1bs. for each gunny bag . This can be viewed as an unjustified dup}i—

cation. In 1978, there were about 10 instances where‘the authorities

'iof the Price Control Dept: took faulty scales into custory.

Farmers at Meeruppa also expressed their dissatisfaction with the
weights applied by the traders. The traders deduct- about 6 1lbs. for
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the weight of a gunny bag and 8 lbs. for a wooden box from the total
weight. At this village too, faulty scales have been taken into custody
from about 15 traders in 1978. h

At Lunuwewa and Ikiriwewa, only a few producers weigh the produce
~ before selling. Those who weigh their produce know that their produce
is = underweighed by the traders. Those who do not weigh the produce
too are victims at the hands of traders. The traders usually deduct
about 3~5 lbs. for the weight of a gunny bag, about 7 1bs. for a woecden

box and about 3 1bs. per container for damaged vegetables.

Some traders at the retail level try to recover the loss incurred because
of low prices and damaged gooda by applying incorrect weights. ‘This
practice is mostly adopted by the pavement vendors and the retailers at
periodic markets rather than by permahent/seﬁi-permanent stall holders

at major market centres.

e) IEQEﬁﬁQES

The wmajority of the vegétable farms in the study localities are not
accessible by motor vehicles. The producers have to transport the
produce from the farm to the nearest motarable road or to a major assembly
point, on head loads employing either family or hired labour. Trucker~
buyers or transport agents also prefer this method as it saves time and
cost of transport. They go to the farms only if the quantity of produce
is fairly large provided the farms are easily accessible By lorries. _
Sometimes traders as well as the producers trangport produce by carts and
tractor-trailers, from the farms to an assembly point. Farmers who

bring the: produce themselves to the major terminal markets or periodic
rural markets (fairs) use hired lorries, carts, bicycles and even public

buses.

Transport of vegetables for commission agents, from the rural assembly
points to the major wholesale markets, is the responsibility of the trams-
port agents. The ;rucker-buyers‘transpoft vegetables from rural areas

to wholesale and/df retail markets either by their owm or hired lorries.
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. The lorries ot the MD, MAmKF and to—Operative dlSO go to the yillages
and collect vegetables from the procacers. %ometimes, the producers
themselves tranSport produce to the collecting centres of these institu—

tions,

From the wholesale markets to the retail markets, transpott of vegetables
is carried out by transport agents, retailers and even producers. The
MD and MARKFED use their own vechicles to transport vegetables from

. wholesale floors to their retail outlets. '

Long distance transport of vegetables is done mostly by road because it
" is less costly, quicker and avoilds multiple handling compared with rail—
way. However, in a limited scale railway is also used ,€.8. to transport
vegetables between Colombo and Jaffna. Rail transport is more costly

and inconvenient in terms of multiple handling, wastage due ,to delays,
procedural difficulties such as tilling forms etc. Therefore, road
tranSport is widely used irrespective of- the present problems attached to
it in terms of physical dinadequacy  and quality inefficiencies.1

5.1.3 ‘Marketing Services

The major marketing services dlscuased here are farm fiuancing and the

provision of price and other market information.

(a) Farm Financing K

The two major sectors which finance the vegetable cultivation are the
private sector and the institutionai sector, As we discusged in Chapter
4, the total amount of credit granted by the institutions ( banks, co-op-
eratives etc.) to the vegetable sector shows a dramatic decrease over";
recent years.  This invariably paves the way for the dominance of the

1See for a detailed discussion of the aspects of transport of agricultu-
ral produce in Sri Lanka, Sundaralingam, K'(1974) "Transport and ‘
Marketing in Sri Lanka with Special Reference to Agriculture", Paper
presented at the Ceylon Studies Seminar on Agriculture in the Economic
Development in Sri Lanka, Peradeniya. 15-20 August, 1974.
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private sector. Private sector money lenders for vegetable cultivation
include commission égents, other private traders, professional money-
lenders, neighbours, friends and relatives. Commission agents and
other private vegetable traders are the most important among the lenders
for vegetable cultivation in the study localities. .
Privaié commission agents provide credit at all levels. The producers
get credit for cultivation and other purposes allied to vegetable market-
1ng “"The loans are free of a formal interest and producers consider

this as a great benefit. -

Bnaks and co-operatives charge formal interest rates. Procedural diff1-
culties, borrowers have to experience at these sources ,contribute go thg

dominance of the private lending.

The™D and the MARKFED do not offer lending facilities to the vegetable
cultivators. Therefore, vegetable marketing by these two organisations

is not tied in any way with the production process.
Production crediciplays an important role in determining the dominance
of a particular outlet in vegetable marketing.l This aspect is discuséed -

in more detail in section 5.2.4,2.

(b) Provision of Market Inforx’nation2

The purpose'of the provision of information about prices, voluheé etc.,
is to assist growers and traders in balancing demand and supply in
particular markets and so to limit excessive fluctuations 1in prices
and supplies.

1Relative importance of each source in supplying credit to the vegetable
cultivators in Palugama area (Welimada) has been shown in Abeysekera

. and Senanayake (1974) op.cit. pp 33 - 34 and Narayanasamy, C (1976)
A Case Study On Co-operative Marketing. (Unpublished)

2See for details, Abeysekera and Senanayake (1974) op.cit. pp 43 - 44
and section 5.3 of this chapter.
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The sources of pricetinformation for vegetable growers in Sri Lanka are
the radio, newspapers, bills and pefsonél communications with private

traders and neighbour-producers.

Colombo wholesale market prices of vegetables are broadcast by the MD
for the use of producers. The majority of the vegetable growers receive
this information but ‘are not able to make full use of ‘it because of; the:
strong bargaining'!positionanfathe traders, unavailability of competitive
marketing outlets, the perishabie nature of vegetables and socio-economic
relationships between the producers and the traders.

Mostfof the cultivators in Baddulla and Kandy were of the view that..
commission agents' prices were more indicative of Colombo market prices.
The actual price, the farmers get from the private traders is substantially
differeﬁt'from that announced over the radio.'.In some instances, it was
observed that if the prices are not announced farmers would be able to

get even higher prices.
‘The majority of.the cultivators at Ikiriwewa and Lunuwewa (Anuradhapura)
claim that they receive 1little or no prior information on price and

come to know about'price only after offering the produce for sale.

5.2 Traditional (Private) Marketing‘Mechanism and -Price of Vegetables

This section is concerned with price Structure, pricing efficiency and
Price determination: in the private marketing system for vegetables.
Section 5.3 then deals with the institutional marketing reform and its.:
implications on pricing of vegetables in Sri Lanka.

‘5.2,; Marketing Costs, Margins and Price of Vegetables

The retail price of vegetables can be treated as the sum of : (a) cost of
production (b). producers margins , (c) marketing costs and margins accrued
to middlemen and (d) loss and waste of produce in handling and- transit.
Cost of production and producers! margins were discussed in Chapter 4.
This section discusses the marketing costs and mcrgins in detail. A part

of marketing costs is also incurred by thezproducers. The net profits of
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' the middlemen are the grosss margins iess cost. Profit in this regard

must also be treated as a payment of risk bearing and enterpreneurship.

It is difficult to analyse the cost items*fér each individual vegetable.
Therefore, the following analysis is;mainly applicable for vegetables

as a whole.

v o

The cost items discussed here include transport , contaipers; labour,
commissions, broker fees, market levies, taxes étc.A In a&diticn to these,
there are costs involved in communication, risk of operations and
fnterest on loans. But it is difficult to quantify these, and these.

are regarded as a residual which is included in margins accrued to the
‘traders. The cost is discussed here on the basis of a lot of 100 lbs.

of vegetables for the éénvanience of computation of costs and ﬁargins.

The wastage of the produce is also regarded as a cost item,

(a) Transport Cost1

It was observed that transport charges were on three bases i.e. (i) piece-
rate e.g. per gunny or box (ii) per 1lb. cost épd‘(iii)‘a fixed rate for.
a lorry load to a particular distance. The most prevalent were the

first two .

Producers beaar a -certain part of the total transport cost. When seLling
vegeﬁables to commission agents, théy havequ bear the total transp@rt-
cost up to ‘the wholesale point. If they sell to village assembly tﬁade;s
or to trucker-buyers, they have to incur'oﬂly the cost attached to 1 )
transporting the produce from the famm to the assembly point. Thus, the
transport cost incurred by producers varies according to the outleﬁ to’

which they sell their produce. .

et . gt S, B . am S50

lThe transport.-and .othexr costs 'discussed here are the thosc prevailing
during August 1978 to February 1979. Between the time of data collection
-and writing up of this report, diesel price was increased by the
govermeént. by -about ‘Rs.5/~ per gallon.. This has led to further increases
in the costs of transport” of ‘'vegetables .



Table 36-; Average Tramsport Cost Reported by the Producers According to Marketing Qutlet

Vidurupola
Boragas
Hewavissa

Mzeruppa

Ikiriwvewa .

Lunuwewa

Jaffna

L(Rs,_for 100 1bs,)

, . Outlet and Description

Trucker -=-» buyer
— -

@

From the farm
to nearest mo-
torable road
(average dis~
tance = ¥ mile)

(v)

From the farm/

road to assem~

bly point (ave-
erage distance

Y% to % mile)

(a)

From the farm
to nearest mo~

tarable road

{average dis~

WP RO Y, ey, Ty A S

Commission Agent

" T 0, e T, o e W v B

(®»)

From the farm/
road to asse~
mbly point.

(average dis~

1,50
1.00
1,00

1.00

1.50

:1_-.00

1,00

1.50

1.50

2.00

1,50

-1.00

1,50

(c)

From the farm/
road/assembly
point to the
terminal

- tance % to % mile) tance % to % mile) market

Colombo Kandy

Y ——— T > v . S > - ———

5000 -~ v
5.00 -
5.00 3.00
5.00 3.00
7.00 -
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‘( The average cost of transport incurred by the producers is shown in

' tabie 36. However, these may change depending on the conditions of
roads ‘. etc. -
The txanSport~¢osts incurred by the producers at Boragas “are lower than
those at Vidurupola,1becaﬁsé of the involvement of the Boragas Transport
Union. 1In this case the farmers do not have to pay a transpoft cost: -

) from the road to the assembly point. The union however, charges 2

’:.percent of the total transport bill, for the distance between the - -
assembly point and Colombo. The farmers who use tractor-trailers to

| transport  vegetables from the farm to the road also pay about Ol ct.

“per 1b.

" The average costs of tramsport incurred by the trucker-buyers are

- presented in table 37. 1In addition to these, they also have to pay
,daily wages to drivets and their assistants. For example, the trucker = -
buyers who come to Hewavissa, Meeruppa and Ikiriwewa areas réporte£ h
zhat they pay on average Rs.20/- per day for the driver and xs.lS/-pé:‘f
day for the assistant working in the lorry. |

‘Table 37-: Average Tfanspdrt Cost Reported by Trucker-buyers (Rs.for 100
' * ].bB.)

- T¢ Col Kan Bad Ku Gal Hor Amu Jaf Mat Hat Bat Keg Yar-
| —~—-— ombo'dy ul- Tu le ama rad fna ara ton tic all ‘iya
From (Pet:.-. 12 ne " .. . hap A -al e nto
. tah) gala ura oa ta

Hewa- -
vissa 3.50 1.50 2.00

Meeru- T
ppa 3.50 1.50 2,00 1.25 2.00 1.75 1,00

Ikiriwewa
4.50 3.50 _ 4.00

ﬁunu-
wewa 4,50 . 3.50 4.00

Weli-
mada .
fair ' ) 4,00 5.00 4,00 2,25

Talawa/
Tambu-~
ttega
ma : oL . el R L Y S AN RS
fairs 1.50 3.00 . 1.90
Jaffna 7.00 - L L :

ey
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“Table 38-:Average Transport Cost Reported by Retailers (Rs, for 100 1bs.)

to Kan
— dy

From

Pettah
(Colom-
bo)
Badulla
Kandy

Anuradha-

pura 2.00

Jaffna 4.00

Mahiy-

angana 3,50

Embili-
pitiya

Bor
el
1a

-

1'00

Dem Nug Mor
ata ego atu
go da wa
da

-y - -

1,25 1,50 1.25

Kir
ula
pa
na

-——

1.00

Rag
ama

1.50

Vey Grand Kal Mah
ang  pass uta ara
oda , ra gama

2.00 0.75 2.00 2.00
3.00

2.50

5.00

The increases in transport cost due to 1ncreaéing cost of fauel, vehicles,

spare parts and wages is substantial over the years, For example, in 1964

the transport cost per 100 lbs. of vegetables from Nuwara-Eliya to
Colombo was about Rs.1.501 whereas it increased up to Rs. 3.50 in 1974.

2

During the present survey (1978/79) it was about Rs.7/-- This shows
an increase of over 350 percent from 1964 to the begining of 1979. ‘The

transport cost has gone up further in the latter part of 1979 owing to

the increase in fuel cost.

e e ———

{

1 Department of Agrarian Services (1964) op.cit. p. 350

2 Abeysekera and Senanayaka (1974)'op.c1t, p. 55.
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The transport cost from Hewavissa to Kandy has increased by about 100

percent from 1976 to 1978.

Though one could expect the transport cost to be decreased with the
liberalisation of imports of lorries and vans,l this does  not in fact
happen because of the concentration of ownership of these vehicles

among a few. It,waé\observed during the sprveyuthat most 6f the new _
lorries had been acquired by the existing transport agenté and 6wners.e,
Moreover, the lorry owners Specialise in certain routes in the collect-
ion of vegetables. Hence the existing- transporters have maintained or

. increased thelr charges.

( B) Cost of Containers

Some commission agents supply gunny bags to the producers, but most

of the producers use their own containers. The farmers in Vidurupolé{' 
‘have to pay Rs.6/- for a gunny bag purchased from private traders.

The farmers earlier used discarded fertilizer gumnies . But,

'mqst fertilizers are now being packed in polythene bags.

'If the containers are supplied by the commission agents, they keep

a deposit of about Rs.4/- per containper.

The gunny bags can be used only for about 3 times. A wooden box can
" be used for about one month during a season and hence 1s more expensive.
Cadjan can be used only once. The average cost of these containers

are presented in table 39.

ST ot o e St

1 | ’ ‘ -
Given other things remain constant, e.g . Prices of = diesel and
spare parts. etc., remain unchanged.
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Table 39-: Ayz:rage Cost of Containezx: to the Producers {Rs. for 100 1bs.)

Type of Viduru Bora Hewavi Meeru Ikiri Lunu Jaffna
Containers pola gas ssa . ppa _wewa wewa
Gunny :
{Normal) 2.00 1,25 - 1.75 - - 1.50
Gunny
(Coarse~
mesh) - 0.75 1,25 1.25 0.75 0.75 0.75
Wooden box - - 2,25 2,00 1.75  1.75 -
' Cadjan - - 0.25 0.20 - - -

The cost of éontainers has also increased aover time.‘ For example, at

Boragas, a guany.bag cost only Rs.2/- 1in 1977 whereas it increased to
Rs.5/~ in 1978. The cost of a wooden box has increased by about Rs.4/-
over the same period. In 1973, a wooden box cost Rs.2.50 for the pro-

ducers at Hewavissa while it increased to about Rs.8/~ im 1978.

(c) Marketing Labour Charges

Marketing labour charges include loacing and unloading cxpenses and wages

paid to clérks, sales assistants etc., who are 'workingﬂat market places.

Farmers have to pay both loading and unloading charges, when they sell
their produce throﬁgh'the commission agents. The charges are mostly on
per-container basis, ' When the farmers sell their vegetables to trucker-~
buyers, they have to pay only for loading, The commission agents in
Colombo deduct 25 cts. per container as labour charges from farmers'

bills while wholesalers in Kandy usually charge 20 cts,

Average marketing labour charges paid by producers are given in table
40, ’ '

The average labour charges paid by retailers for loading and unloading
comes to about Rs.1/- per'100 lbs. of vegetables (67 cts. for loaders

at Pettah and 33 cts.for unloaders at the retail markets).
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Table ~40 Average Marketing Labour Charges Paid by the Producers
(Rs. -for: 100 1bs,)
locality
Labourers Viduru Bora Hewavi Meeru  Ikiri Lunu ~ - Jaffna
: pola gas ssa ppa__ wewa wewa .
Loading & | ‘
unloading 0.17 0.17 0.15 0.32 0.66 0.66 0.33

Wages paid to clerks and sales assistants at the retail and wholesale

imarke;s are mostly on a per day or per month basis,

Wholesalers in Kandy pay, on average, about Rs.16/- per day per clerk

and Rs.10/- per day per sales assistant.

LAt the retail level, wages

paid to sales assistants very from Rs.5.50 at Demétagoda to Rs.7.50 at

Nugegoda and Maharagama.

(d) Commissions & Broker Fees

It is the normal practice of the commission agents to retain 10 percent

of the proceeds of sale payable to the vegetable producers, as their

sales commissiOn.1

However, it was observed that they obtain a higher

margin than this, but it is difficult to compute for each individual

vegetable ,

the commission agents' profit margin.

o -

" Broker charges are payable by producers and retailers.

-+’ producers are presented in table 41,

Table 41-;

Therefore, the sales commissicn should not be regarded as

Those paid by

Normal broker charges '

Transport union commission

Transport union broker charges

For getting proceeds of sale
Total

1

Average Broker Charges Reported by Producers_(Rs, for 100 1bs.)

Bora Hewavi Meeru 1Ikiri Lunu
gas ssa ppa  wewa wewa
8.00 . 7.50.12.50 7.50 15.00
0.13 - - - -
0.37 - - - -

- 3.00 - - -
gégg %2522 12.56 7.50. 15.00

A commission of 5 pércent is charged from the

=%5= sZaz=as
RS el

proceeds of sale“of potatoes.
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Retailers who purchase vegetables from the Pettah market have to pay,
on average, Rs. 10/— per 100 1bs, of vegetables to the brokers, if they
are to get their requirements promptly and in good : quality .

At the Pettah market there were complaints of having to pay protection
money (kappan) to a particular broker, who is.respohsible for the unload-
ers and loaders, turning around and parking lorries etc., The protection
money paid to this broker vary from Rs,.30/~ per lorry load to 5 percent

of the proceeds of sale per lorry load. Some traders admitted that

they had ta ﬁay about Rs.400/- to”this:broker.on che occeeions of the

New year and Christmas.

{e) Marke;‘Levies; Taxes and Rent etc.1

Producers bring thelir Vegetables for sale at the producer fairs e.g.
Welimada, Talawa, Tambuttegama and Chunnakam, At the Welimada fair,
the producers have to pay 50 cts. per container of goods brought to the

fair and another 50 cts,. for weighing of contaimers,

The persons who come to ambuttegama and Talawa fairs have to pay a tax
of Rs. 2/— per market day for a space of 2x 1 vards, At Chunpakam too,
the producers are charged Re.l/- for entry into the market and another

Rs. 1/- for weighing of the produce (per container).

. There are four grades of wholesale stalls in the Pettah mafket, The anmal
.rent payavle to Colombo M.C. varies according to grades, The higher grade-~
stall fees vary from Rs. 1181 25 to Rs.1312. 50, while the lower grade-stalls
pay a rent between Rs.354.38 and Rs.708/-. Some wholesalers have sub-let their
stalls. The sub-lessees have to pay a rent of Rs.15/- 30/- per day to
the original lessee. The wholesalers at the Kandy market pay Rs., 210/— as
stall rent to Kandy M.C. The monthly ‘rents include the maintenance of
stalls as well. At Chunnagam the wholesalers pay, on average, Rs.3.50
per market day. The average market levies and stall. rent payable by the
retailers per day are given in table 42,
1

In addition, there are electricity fees, telephone charges and maintenance
of stalls. However, all these and market levies, taxes and rent are
difficult to take into account for 100 1bs. of.vegetables.
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Table 42-: Average Market Levies and Rents Reported by the Retailers
(Rs. per day)

. )
Item Weli Talawa/ Kandy Jaffna Boralla Dema ‘Nugegoda_ . Mahara
- mada Tambu~ togo Pola Supe Pave gama
ttegama da
fairs rmar ment
——— e e e et s e ket
levy 0.50 3,50 - 1.00 - - - - 0.75‘”I.OQ
Stall o
rent - - 2.00 - 11.50 5.00 1.50 13.50 - '2.75

(£) Eagsgge

Shrinkage, drying and spoilage cause loss of weight from the point of harve-
sting to the time of fipal disposal. The- pro&ucers reported that; on |
average, about 127 go waste between these points. When sending vegetables
to the commission agents farmers havefto bear the loss in weight in transit
too which amounts, to about 16% of the original weight. At retail level,

it was computed that the averagé“loss due tb cleaning, washing, spoilage

and shrinkage is about 17% of the original welght,

The average loss of produce at farm level, in transit and at retail level

is given in tables 43 and 44.

i

Table 43-: Average Wastage Incurred by Producers: (lbs. qu 100_1bs.vo£3“

vegetables)
Place
Description Vidur- Boragas Meeru Ikirivewa Lunuwewé Average
e, upola ppa . ' _

After harvest & -
before selling -3 - - 20 ’ 13 12
In transit _ 8 18 22 N - 16
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Table 44-: Average Wastage Incurred by the Retailers; (Lbs. for 100 Lbs.
-of vegetables)

Place

Description " Welimada Talawa/' Kandy Nugegoda Mahara Average

. . Tanbutt~ gama

egama

e - fairs I -
Waste due to
cleaning &
washing ; - , o , ’
spoilage & - 22 16 10 20 15 17
shrinkage ‘

For cabbage, tomatoes, and brinjal the wastage Percentage is relatively '
high. Beans, carrot/geetroot have moderate waste percentages while red

'"'pumpkin has very low or no loss rate. However, for the convenience of

- computation, thé average loss rates are used in out analysis of pricel

_spreads and matketing margins, for selected vegetables.

5.2.1.2 Price: Spread and Marketing Margins

The marketin; margin refers to the difference between the price paid by
the ultimate consumer and the price received by the producer for an
equivalent quantity of farm produce. Price spread refers to the value
added to the price of a specific lot of produce at various levels i.e.
producer level, wholesale level and the consumer (retail) level, by various
marketing functionaries and functions. 'Marketing margins include all the
costs of performing the various marketing functiohs and services and

also the profit margins of various market functionaries imvolved in the

marketing process.

Analysis.pf‘marketing margins is useful for this study to :

1. understand and compare the relative efficiency‘bf the different market-
‘ing channels in order to judge whether the services of middlemen-ére
provided at a reasonable cost; and

2, formulate pélicies in order to assure the producers of a legitimate
share in the consumers'rupee and to protect the latter against unduly

high prices.
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In theory, marketing margins and price spreads can be computed by three
methods, i.e. "lot method", "turnover-method" and "mode method". However,
due to practical difficulties involved imn éomputing the pricé spread

and margins by the first two methods, the "mode" method is used in the

 present analysis,

The prices recelved by ghe producers and those paid by the tradexs and

consumers at the selected localities and markets were collected during
 the first phase of the survey i.e. from 07.10.1978 to 18.11.1978. The
‘modes of each of these price series were then calculated for different

. levels of the marketing system.

- Marketing margins vary for different mazgeting channels and for different
vegetables. Since it is difficult to calculate mafgins for a larger number
of channels' and vegetables, typical and manageable numbér of vegetables

- and  two 1mporfan£ marketing channels were selected for this analysis.
To represent typical cases of the vegefables and the marketing dhannels,
thrée areas of origin (three out of eight localities) were further selected.

. The selected vegetables are as follows:—

1. Beans 2, Béétfoot' - 3. éabbage

4, Carrot - 5. Lecks 6. Tomatoes

7. Raddish 8. Knolkhol . 9. Capsicum chillies
10, Brinjal N 11. Bitter gourd 12. Cucumber

13, Lééybfingefs | 14, i@ég beans 15. Luffa

16, Rédfpumpkin 17. Snake gourd

The selected marketing channels are as follows:—

1. Producer--~--Commission Agent----- Retailer-----Consumer

2. Producerr—--Assembly Agent-----Trucker buyer/Retailer-----Consumer

The villages selected were (1) Vidurupola to represent the first channel
and the first ten vegetables (2) Meeruppa to represent the second chanmnel
and five of the first ten vegetables and (3) Hewavissa to represent the
second channel and the last seven vegetables.

In this analysis, the marketing margins and price spread are measured-in

terms of (1) rupees per 100 lbs. of vegetables and (1i) as percent -
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of consumer .’

price.

The data on the mérketing costs and wastage taken fof this analysis are
those discussed and presented in section 5.2,1.1. However, opefating
costs of . the traders were not easily ascertainable and are presented
together with their commissions and margins., The operating costs include,
wvages pald to sales assistants, clerks etc., costs of communication,

risk of operations, interest on loans, maintenance of stalls, stall rents,

taxes and market levies,

Table 45 presents the costs incurred at each level of gross marketing
margins for 100 1bs, of 10 selected vegetables marketed through commission
agents, by the producers at Vidurupola, As the table shows, thé gross .
maiketing margins vary from 55.7 percent for beans to 84.3 percent for
raddish. Conversely, the net price received by the producers varies from
15,7 percent of the consumers' price for raddish and 44.3 percent for
beans. It is interesting to note that the gross marketing margins of -
vegetables with relatively higher loss ratio are comparatively higher than
those vegetables with relatively lower loss ratio. ‘For example, the
percentage gross marketing margins of raddish, knolkhol, tomatoes, and
cabbage are relatively larger than those of .other gelected vegetables.

It is also worth‘ﬁenfioning that the net price received by the ﬁroduéer

is less than 50 percent of the consumer price, for all the selected
vegetables. The producers bear an important proportion of the total cost
of the marketing sufvices, under the commission agency system of vegetable

7

marketing.

Table 46 and figure 8 present the percentage shares of the consumers'
price accruing to each category of personnel - under -the commission agency
system of marketing. Again; as mentioned earlier, the producers' share

is less than 50 percent for all the selected vegetables.



91

Table ASa. Analxsia of Marketing Costs and Margins fo; Se;ggtgg Yegetables (gsl gox 100 1b81)

Ea_kdeagg_gaﬂﬂgl~- Producer -nvn-chmiaaion Agenc -mnnnne:a11e;aa.nﬂc°nsumer ﬁ
- Producer Ptice.- Prices received by the producers at Vidurupola

- Crop Beans .

o= .

Beetroot

Cabbage

 Carrot’

escrip Cost Price Cost Price Cost Price Cost Price

Leeka

- ameony g vy,

. Tomatoes

Raddish

Knolkhol

. Gapéicum Brinjél

chillies

Cost Priéé.Cost Price Cost Price Cost Price

-

Cost Price Cost Pricg

tion

.;Pfoducer
level

Net price
received 64.63
by the (44.3%)
producers

Transport?.00

Contain~
ers 2.00

Loading &
unload
ing 0.17

Wastage 7.20

Sales
commis~

sion

10% 9.00

2. Commission
Agents Level 90.00

7.00

2.00

0.17
4.64

5.80

38.39
(32.5%)

58,00

7.00

21.99
(19.8%)

2.00

0.17
3.04

3.8

38.00

7.00

2.00

0.17
4.80

40.03
(34.8%)

6.00

7.00

2.00

0.17
4,24

5.30

34.29
(30.6%)

. 53 .-00

41,67

(17.8%)

7Cw

2.00

0.17
4.96

6,20

7.00

2.00

0'17

62.00

2.00

11,33
(15.7%)

2,50

25,00

7.00

2.00

0.17

22.81
(23.8%)

3,12

3.90

39.00

72.83 41.67
(31.4%)  (30.2%)

7.00 7.00

2.00 2.00

0.17 0.17

~ 8.00 4.96

10.00 6,20

100,00 62.00
Coutd/...



Table 45 contimued,,

Crop

Beans

Beetroot

Cabbage

scrip-
on

Cost Price Cost Price

Retail-
rs level

90.00
ransport 1.50

pading &
nleading 1.00

roker
harges 10.00

astage 24.82

etailers
argin &
perating
>ats 18.68

’rice
baid by
“onsume
CS

P~ e o vy v

3T0SS

narketing

jarg in(4-1)
-81.37
(55,7%)

58A00
1.50

1.00

10.00
20.06

27 .44

146.00

79.61
(67,5%)

————— g

Carrot

e o o w2y

Leeks

e e

Tomatoes

- v

Raddish  Knolkhol

N o e S —

Capsicun

Brinjal

s Sy s e

Cost Price Cost Price Cost Price Cost Price Cost Price Cost Price Cost"Price Cost Price

38.00
1.50

1.00

10.00
18.87

41.63

118,00

89.01
- {80.27)

111,00

60,00
1.50

1.00

10.00

© 19.55

22.95

77.97
(67.8%)

53.00
1.50

1.00

10.00
19.04

27,46

115.00

77.71
(69.42)

62.00
1.50

1.00

10.00
39.78

119,72
112,00

234.00

192.33
(82.2%)

25.00
1.50

1.00

10.00
12.24

22,26

60.67
(84.37)

39.00
1.50

1.00

10.00
116,32

’

28.18

72,00

73,19
(76.2%)

100.00

62.00
1.50 1.50
1.00 1.00
10.00 10.00
39.44 23.46
80,06 40.04
96.00 232,00 138.0¢
159.17 96,33
| (69.82)

(68.67)



Table 46~% Prices ‘Paid by the Consumera and the Shares Asc:uing to_the Producers and Others (Forlﬁo- 1bs.)

RERERT

Marketing ng_gel. Prodgﬂg{ wmeme Comission Agene memen Retailer weeen Oonsumer

S.

Rroducers: Producers at Vidurupola
CROP
Beans Beetroot |  Cabbage Carrot | Leeks Tomatoes Raddish Knolkhol | Capsicum! Brinjal
R | _ . ! ‘ : i chilligs:b
Descrip- Price/ % of{Price/ % of {Price/ % of iPrice/ % od—Price/ % ofiPrice/ % of {Price/ %of Price/ % of {Price/ % oq Price/ % «
tion margin consimargin consimargin consu{margin cqn% margin conmargin consu{margin con?margin consy margin cony margin co:
(Rs.) umeri(Rs.) umeri(Rs.) mer T{[(Rs.) sumg (Rs.) sumi(Rs.) mer J(Rs.) sum|{(Rs.) mer | (Rs.) (Rs.) um
pri pri price tr pn pri price pri prics pr | pr:
ce ce ' ce | ce ce ic%
-~ " s i
. Producer 64.631 44.37 38.39{32.51 21.99{ 19.8 40.03,34.8{34.29 30.6 41.67 | 17.8} 11.33}15.7}22.81 | 23.8} 72.83 31.4 41.07 | 3«
. (a)Commissid
on Agents' ‘
margin.... 9.00| 6.21 5.80 4.9 3.80}{ 3.4f - 6,00f 5.2! 5.30{ 4.4 6,20} 2.6} 2.50¢ 3.5} 3.90 4.1} 10.00] 4.3 6.20 ¢
(b)Retailers [ [ ' ' .
operating
costs & mar. A ‘
gin 18.68112.7}1 27.44123.3| 41.63| 37.5! 29.9520.0} 27.46} 24.%119,72] 51.2} 22,26}30.9} 28,18{ 29.4 80.06|34.6 40.04| 2
. Traders' to- ' 1
tal margin ' 4 ' , .
(at+b), 27.68118.91 33.24128.21 45.43| 40.91 28.95 25.2132.76| 29.2125.92| 53.8} 24,76[34,4 [ 32.08| 33.5/ 90,06 |38.9146.24 | - 3
Wastage 32:02121.91 24.70[20.9 1 21,91 19.7§ 24,35/ 21.2123,.28} 20.8 44.74} 19.1] 14,24{19,8;19,44 | 20.2 47.44 20.4} 28.42| 2
3. cost of al
other marke
ting servic - g
es 21.67{14,91 21,67/18,4( 21,67 19.6f 21.67 18.8{21,67{19,4{21,67 | 9.3 )21.67|30.1} 21,67} 22.5{21.67 | 9.3}21.67 | 1
Consumer ' :
price..... :
(LA3+4+5) 146.00;00.0i118.0'100.0{111.00 100,0 115.OC100.0ﬁ12,00100.0 234.00{100.0472.00 {100.0 96.00]&KL(”232.00 100 1138.006110¢
4 ! ! ‘ ! [
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PRODUCERS AND OTHERS (CONSUMERS' PRICE = 100)
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PRODUCERS Producers at Vidurupola.
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Retailers operating Costs and Margin
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(oot of il other marketing services .
Clransport |, handling etce.) :
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The share accruing to the commission agent 1s the lowest of those mentiomed.
In fact, it 1s lower than the brokers'/subﬁholesalers' margin. However,

as discussed earlier, the commission agents seem to be enjoying an "hidden"

- margin which is not ascertainable in an analysis like this. The prices used
* for this analysis are those reported by producers at Vidurupola, Therefore,

- it is reasonable to think that this “"hidden" margin is obtained from the
retailefs and that the retailers' margin may be lower than those presented

_here.

The retailers’ operetiog costs and margins also cannot be regarded as emall.
It varies from 18.9 percent for beans to 53.8 percent for tomatoes . It is
also clear that the percentage share of the ascertainable cost of merket—
ing services are lower than the shares absorbed by the traders and wastage
factor. The broker fees paid by the retailers are also included here as
a cost of a marketing service. But, if it is added to the traders’ margin,
then the share of the genuine marketing services is reduced further. The
traders' total percentage share is higher for more perishable vegetables
such as cabbage , tomatoes, raddish and knolkhol and capsicum chillies.

Tab1e4 71 presents gross marketing margins and cost incurred for 100 lbs:

of 5 selected vegetables marketed through assembly agents and trucker-buyers,
by producers at Meeruppa. According to this table, the gross markéting

margins vary from;57.4 percent of consumer price for beans to 92.2 pefcent for |
raddish, '

The net ptice received by the producers under this system is higher than
that under the commission -agency system except for beaoe and raddish. The
. prices paid by the assembly agents/tnucker~ buyers for these two vegetables
tovthe prodgcers;at Meeruppa were very low compared to those paid by'the

coﬁgiesion-agents to.the‘producers at Vidurupola,

The -total marketing costs incurred by the producers under ‘this channel is -
lower thén those incurred uodef the commission agency syétem. The. aooertaiﬁ-
able costs incurred by the- retailers (trucker-buyers) are also ldwet under
this system.v For example, there are no broker fees involved, unlike in

the case of the commission agency system. However, the assembly ageuts
commission paid by the producers is comparatively higher than the commission



Table &7~ Aqdlgsls of Mazketing Costs and Marglns for Selected Vegpxublns (Rs,: f 100 ibs. )

_____ ﬂmc—v-”—q——»-q_-a-\-‘— v-——-‘v—-\«q\—-p-.unmﬂ— e pouvl A puspasipuvd

Matketing_Chagﬁel? ~ Producer em-~-= Assembly Agent ===~~~ Trucker buyer/Retailer ————— Consumer
. Producer Price: = = Prices received by the porducers at Meeruppa
' : CROP
Description : Beans i . Beetroot | Cabbage 'Raddish ' Knoikhg}
Cost Price Cost Price Cost Price Cost Price»Cogt | ~frice
'1,Producér;Leve1
Net price received : .. = : . ' o
by the producers.. T 62.13 47,58 23.33 o 5.61 25.98
- ., : (42.6%) (40.37%) (21.0% (7.8%) (27.1%)
Transport......... 2,00 2.00 _ 2.00 2.00 2.00
wastage TR ] 2;37 1'92 ° 1517 0.39 1302
Assembly Agents' i ' ' - o
, commission 12.50 - 12.50 12.50 5.00 : 5.00
2.Trucker buyer/ ‘ ) : _ =
Retailer Level... 79.00 64 .00 - 39.00 ' 13.00 "~ 34.00
Transport 5.00 © 5,00 5.00 . 5.00 5.00
Loading and - ‘ : : : ' S
~unloading........ 0.23 . 0.23 o 0.23 - 0.23 ° . . 0.23
'Containers.....,.. 1.50 . 1.50 1.50 1,50 .o+ 1.50
Wastagee.ovreansss 32,12 : 29.96 ) 24.42 15.84 21.12
Trucker. buyers' A ) -
" operating costs ' N g’
and margin...... 28,15 - 21,31 ' . 40.85 / 36,43 3415
3.Price paid by : ’ ‘ ' ;
consumers e 146.00 118,00 . 111.00 72,00 96.00
' Gross marketing 83.87 70.42 87.67 66.39 . 70.02 -
margin (3-1) ‘(57.4%) (59.7%) (79.0%) (92,2%) (72.9%)

96
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agents' margin.

Under this marketing system, the ascertainable costs of genuine marketing
services are the jowest while the traders' share 19 the highest component
of the coasumer ‘s price (Table 48 figure 9). Wastage-factor is also
considerable where. 6n average, 23 percent of the consumer price is
attributed to .it. In this case too, the shdre accriiing to the producer
is less than 50 percent for all the selected vegetables.

Table 49 shows the cost of marketing services and gross marketing margfﬁs
'of 7 selected indigenous vegetables marketéd through the assembly agent/

- trucker buyer, by the producers at Hewavissa. This table shows that the
net price received by the producers 1s below 50 percent of the consumer
price except in the case of red pumpkin. It varies from 22.7 percent

for snake gourd to 53.7 per cent for redpumpkin. Conversely the percen-
' tage gross marketing margin is lowest for redpumpkin (46.3) aod highest
for snake gourd(77.3 percent). '

Relatively low priced and more perishable vegetables exhibit higher
gross marketing margins. Examples are snakegourd, cucumber and long=
beans. The cost of containers and wastage factor do not apply to red

pumpkin, and hence a lower gross marketing margin.

Table 50 and figure 10 show the relative shares of the consumer price
for these vegetables accruing to different categories of personnel,

marketing services, and wastage factor.

In this case, the assembly agents' share is lower than in the case of
Hewavissa. The traders' total margin is higher than the share accruing
to the producers for 4 out of 7 selected vegetables, namely bitter gourd
cucumber, long beans and snakegourd. The ascertainable costs of market-
ing services are lower than both the share accruing to the ttaders and
the wastage factor. Wastage is also considerable, ( éxcept in the case

of red pdmpkin ) which is about 23 percent of the consumers ‘price.



Table 48~-; Prices E?iﬁ by ghehCopsumgrs gnd Ehe Shares Accruin§ to_the Producers and Others (for 100 1bs.)

Marketigg Chahngig i Producer ~~--= Assembly Agent s Trucker buyer/Refaiier ==~~~ Consumer

" Producers: Producers at Meeruppa
U ‘ ~ CROP
Beans Beetroot Cabbage Raddish . Knolkhol
Descrip : o - ' ' ~ ,
tion Price/marg- 7 of con- Price/mar- 7 of con-Price/mar- % of con- Price/marg- % of con Price/mar- % of con-
_(Rs.) in  sumer price (Rs.)8in sumer price (Rs.)yin sumer price (Rs.) in sumer price (Rs.Rin sumer price
- 1.Producer 62.13 42.6 47,58 40.3 23,33 21,0 5.61 . 7.8 25.98 27.1
2.(a) Assembly ,
Agents' ) . : .
Commission 12,50 8.6 12.50 10.6 . . 12.50 11.3 5.00 6.9 5,00 5.2

(b) Trucker
" buyers' ope-
rating costs

& margin 28.15 ’ 19.3 21.31 . 18.1 40,85 36.8 36.43 50.6 34.15 35.6
3.Traders’' . ' S : -

total A , ' _ : R
- margin(a+b) 40.65 27.9 33.81 - 28.7 53.35 48.1 41.43 . "~ 57.5 39.15 40.8

4.Wastage.,.. 34.49 23.6 27.88 23.6 25.59 23.1 . 16.23 22.5 22.14 - . 23.0
5.€ost of all o :
other market~ .

 ing services 8.73 5.9 8.73° 7.4  8.73 7.8 8.73 12.2 8.73 9.1

6. Consumer . - A . :
price 146.00 100.00 118.00 . 100.00. 111.00. - 100.00° 72,00 100.00 - 96.00 100.00
(1+3+4+5) : , . -

98 -
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Figure. 9. PERCENTAGE SHARES OF THE CONSUMERS' PRICE ACCRUING TO

PRODUCERS AND OTHERS (CONSUMERS'PRICE = 100)
Cymulotive Percentages
of Consumers  Price

MARKETING CHANNEL : Producer —+ Assembly
00 4

1

Agent— Trucker- buyer

Retailey —Consumer

PRODUCERS : Froducers at Meeruppa

.......

Net price received by the producer.

‘ool Aesembly Agents Commisaion

Trucker - buyers operating lowts ondma

Wastage

o

£

=) Cost of alf other marketing Services
EE=l  (fransport , handling ete.)

8aans Beetroot Cabbage Raadish Knol Kkol
VEGETABLES.



Marketing Channel:- Producer ~m=-- Assembly Agent ----~ Trucker buyer#Retailer

Marketing Lnanmeli:- Froducer ~~---~ Assembly agent -----~ Trucker buyersRetailer =~—=--- Consumer
Producer Price := Prices vreceived by the producers at Hewavissa
. ___CROP .
Descript- Bittergourd Cucumber Q‘ Lady fingers: Long beans Luffa Red pumpkin Snakegourd
ion ' ' - : . :
Cost Price Cost Price Cost Price Cost Price Cost Price Cost___ Price Cost Price
1.Producer
Level: _
Not price
received by
the produ. T T
Cers...... 42.85 23.45 85 38.00 33.15 79.50 18.60
(33.2%) (27.92) (40 0%) (31.7%) (36.8%) (53.77) 22.7%)
Transport 3.00 3.00 -~ -3.00 3.00 3.00 . 3,00 - 3.00
Wastage 1.65 1.05 1.65 1.50 1.35 i= 0.90
Assembly ) : {
Agents' : o : :
Commission 7.50 7.50 Y 7450 7.50 7.50 7.50 7.50
2.Trucker RECE
buyer/
Retailer o
level.... 55.00 35.00 55.00 50.00 45.00 90.00 ~30.00
Transport 5,00 5.00 5.00 5.00 5.00 5.00 5.00
Loading &
unloading 0.23 0.23 0.23 0.23 0.23 0.23 0.23
Countainers 1.25 1.25 - 1.25 1.25 1.25 - 0.25
Wastage 28.38 18.48 ©23.54 26.40 19.80 - 18.04
Trucker
buyer's
operating
cost &
margin.... 39.14 24,04 21.98 37.12 18.72 52.77 28.48
>rConsumer 12900 84.00 107,00 120.00 90.00 148.00 82.00
price
o kel e 15 60.55 64.15 82.00 56.85 8850 63.40
(3-1) (66.8%) {3723 (60.0%) {68.3%) (63.2%) {40, 5% /.ot



Table 50-; Prices Paid by the Consumers an

Markeg&gg

Producers :-~

—— gy, V" Qv >

Producers: at Hewavissa

o - o

d the Shares Accruing to the Producers and Others (For 100 1bs.)

" —

Cbanpgé:a Producer =-—-- Assembly Agent ~~-~= Trucker buyer/Retailer ~mm—= Consumer

§gakegourd

Price/ % of
cons- margin consu- margin consumer
(Rs.)

- o

% of

price
53.7

5.1

35.6

40.7

5.6

CROP
Descrip- Bittergourd Cucumber Ladyfingers Long_beans Luffa Red
tion ‘Price/ % of con- Price/ % of Price/ % of price/. % of con- Frice/ % of Price/
margin sumer .= margin margin consum~ margin sumer margin
(Rs.) 'price (Rs.) (Rs.) er pri (Rs.) price . (Rs.) umer (Rs.) mer
o e __ ce _ price

1. Producer 42,85 33.2 23.45 27.9 42,85 38.00 31.7 33.15 36.8 79.50
2. Assembly (a) » '

Agents' 4

Commission 7.50 5.8 7.50 8.9 7.50 7.50 6.3 7.50 8.3 7.50

Trucker (b) ' ' -

buyers'

operating cost

& margin.... 39.14 30.4 24.04 28.6 21.98 '37.12  30.9 18.72. 20.8 52.77
3. Traders' total

margin (a+b) 46.64 36.2 31.54 37.5 29.48 44.62 37.2 26.22 29.1 60.27
4. Wastage 30.03 23.3 19.53 23.3  25.19 27.90 23.3 21.15 23.5 -
5. Cost of all

other market- v

ing service 9.48 7.3 9,48 11.3 9.48 9.48 7.8 - 9,48 10.6 8.23
6. Consumer pricel?9.00 100.00 84.00 100.00 107.00 100.00 120.00 100,00 .. 90.00 100.00 148.00

(14+3+4+5)
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s e S Y P e S e i T T " S . = P o

price
18.60 22.7
7.50 9.2
28.48 34.7
35.98 43.9
18.94 23.1
8.48 10.3

100,00 82.00 100.00



' L 102 ,
jure.10. PERCENTAGE SHARES OF THE CONSUMERS PRICE ACCRUING TO PROUDUCE
" AND OTHERS ( CONSUMERS PRICE = 100)

Marketing Channel: Producer—- Assembly Agent —
Trucker - buyer [ Retailet — Consumer.

PRODUCERS : PFroducers at " Hewarissa,

lative 100 W
1tages
754MErs

90 4

80~

. Jo<

1 Net Price receivec

producer

S04

: Assembiy Agenis !

Trucker - buyers o;
Cosls and Hargirn

Hastage

20 o

Cost of all otker r
Services. (Transpori

ete.)

o

et | T R e : faats?
Bitter. Cucumber’ lady long luffa  Red Snake
gourd " Fingers beans Pumplen  gourd

VEGETABLES
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'The following factors about the price spread and marketing margins of

selected vegetables emerge from the analysis.

1.

.2.

3.

4.

5,

The net ﬁrice received by the producers is below 50 percent of

the consumer price for all except one vegetable.

The groes marketing margin conversely constitutes more than 50
percent of the consumer price, , ‘

The gross marketing margin is lower for some vegetables marketed
through the trucker-buyers than that for the sane vegetables

markeped thrOugh the commission agents, _ '

The gross marketing margins are higher in the case of more perishable
varieties.'.

The share accruing to.all those who provide transpert and handling

hl is very low compared to-that accruing to traders and wastage factor,

6.

Retailers' acquire the highest poercentage of the share accruing

to the middlemen. - . .

e

The above ‘analysis reveals that the gross marketing margins are

by no ﬁeaﬁs small, given the fact that vegetables are marketed in an

unprocessed form and without costly preparation for sale. This is not

solely due to retailers making higher profits, The defficiencies in

the marketing system itself should also be taken into account. As

discussed earlier, an avoidable waste occurs in between harvesting and
first selling and in transit.. Also the risk involved in vegetable retail
trade, especially with regard to those Vegetables with comparatively

ghort market lives, compels the retailers to markup a high margin in

order to recover any loss due to further wastage in terms of spoilage,

shrinkage, damage and leftovers.

The overhead costs of the retailer such as wages, market levies, stall ...

rents, taxes etc; are also considerable.1 In addition, the retail price.

is fixed on the basis of consumerg_preference and their purchasing power,

M

See section 5.2.1.1 for details
See chapter 6 for details
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If the retailers cater to consumers with higher purchaslng power and sell
vegetables with greater consumer preference they tend to mark up a higher

price for those vegetables,

There are certain other factors too which contribute to high retail costs
and margins. Most retail traders have small scale establishments with

no economies of scale. Most of them are part-time operators, who rely on
family 1ab6ur. "Low prices during periods of greater supply and high
prices during periods of short supply further compel the retailers

- to'maintain a constantly high margin in order to avoid income fluctuations.

TheSe“ﬁoinés, however, need furtherlin depth investigati&n and clarificat- -

ion. Two of the earlier studies on vegetable marketing have made estimates

of gross marketing margins for beans; cabbage and carrot marketed through

the commission agents, by the producers in Palugama (Welimada) area.

According to one of these,1 the gross marketing marg1ns for those three

Vegetables were 44,7 percent, 81.4 percent and 55.1 percent, respectively,

in 1974. -

In 1976, ancther study? - estimated that the - gross m:rketing margins

" were 26 percent for beans and 55 percent for cabbage. The same (under

the comnission agency system) in 55. 7 percent for beans, 80.2 percent

~ for cabbage anﬂ 67.8 percent for carrot in 1978 as estimated by this
«study. ‘ '

It cgg generally be concluded that the gross marketing margins have not
shown/meaningful reduction over the years. The earlier studies mentioned
above did not consider wastage at the producer level and the cdst of
containers = incurred by the producers 1in calculating the net price received
iby the producers, If adjustments are made for these too, then the gross
marketing margins may exhibit even higher increases from 1974 to 1978,

———— o " o o

1 Abeysekera and Senanayake (1974) op.cit pp 55-56
2 Narayanasamy (1976) op.cit.
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5.2,2, Efficiency of the Traditional

(Private) Marketing System

Efficiency of the marketing system can be looked imto in terdé of
(a) operational efficiency and (b) pricing efficiency.

5.2.2.1. Operational Efficiency

Operational efficiency encompases techniéal, managerial and financial
performance., It underlies the effectiveness of the marketing system

in maximizing output of services per unit of input- at any given point of
time., Tt can safely be assumed that the traditional marketing system

fo; vegétables in Sri Lanka 1s operationally 1inefficient in view of

~ the high costs and margins involved, loss of produce in - marketing, techni-
cla inefficiencies stemming from bad packing etc;‘and physical congestions

at the major markets,

5;2,2.2. Pricing Efficiency

Pricing gfficieﬁcy,means the accuracy with which information about
consumer preferences is comveyed to the producers and information about
producers' cost to the consumers within the marketing system,The vegetable
producers generally lack information regarding prices and consumer
preferences, Producers' cost is not reflected in the consumers'! price

due to unacceptably high marketing margins.

The price differentials between the producer, wholesale and retail markets
are considerably higher than the transport charges, handling cost, wastage
and a reasonably adéquate profit margin, due to various imperfections’

in the merketing -sjstem. This is indicated by the fact that inter-market
price series correlation co-efficients are considerably lower, after ma_ld,ﬁg
due allowances for transport cost, handling ‘charges, wastage and for a 10
percent 1 profit margin. Table 51 presents the price series correlation

e oo o s e

1 A 10 percent margin is taken on the basis of the wholesalers' normal

commission. This is a bit arbitrary, but considered a reasonable profit
. margin, '

1
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co-efficient for 5'selected vegetabl es hetween Vidurupola, Pettah and

- Nugegoda .

The correlation is higher between Vidurupola and Pettah as

' expected, since the net producer price approximatesvthé'wholeéalé price

after adding the cost of transport, handling charges, wastage and sales

commission under the commission agency system, Between Vidurupola and

Nugegoda and Between Pettah and Nugegoda, the éorrelatidn co~efficients :

are considerably lower showing no 1nterdependence among these markets

in the formation of prices,

Table 51-:
Prices of Five Selected Vegetables At Vidurupola, Pettah and
Nugegoda, Respectively. '
(For 5 observations from 24—10 78 to 03—11-78)
i Beans L e .

o : “"Vidurupola , Pettahjf Nugegoda
Vidurupola 1.00 . 0,99 0.60
Pettah - 1,00 0.60
Nugegoda 1.00

| i1 Cabbage |
‘ T _ Vidurupols Pettah “ugegoda .
Vidurupoia 1.00 0.99 - 0,32 -

-Pettah o » . 1.00 - 0.34
Nugegoda N . o 1,00
111 Carrot
' Vidurupola Pettah Nugegoda
Vidurupola ’ 1.00 ' - 0,99 ~ 0.17
Nugegoda ' ' 1.00
iy Eaolkhol
: . . Vidurupola : : : Pettah . Nugegoda
. Vidurupola ‘ 1.00 - 0.99 0.68
Pettah ' ‘ o “1.00 0,65
Nugegoda B R 1.00
| | v-Raddish
Vidurupola  Pettah ' ﬁugegodé
Vidurupola . . . 100 - ., 0,99 ~ 0,15
.5, Pettah : B 1.00 - 0,15

Correlation Co-efficients of Producer, Wholesale and Retail

" Nugegoda L - 1,00
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Table 52 shows the correlation coefficients of prices between Meeruppa,

Pettah and Nugegoda for four selected vegetables,

In this case, the

vegetable produce of Meeruppa 1s mostly:handled by the trucker buyers

and only a minor portion

is transacted through Pettah market. Thus,

the price correlation coefficients are very much lower between Meeruppa

and Pettah,

it o f

This shows that the prices prevailing at the Pettah wholesale market -

have very little or no effect on producer prices paid at Meeruppa. Same

applies to price correlation coefficients between Meeruppa and Nugegoda.

Table 52-: Correlation Co-efficients of Producer, Wholesale and Retail

Prices of Four Selected Vegetables at Meeruppa, Pettah and

"Nugegoda Respectively,

Meeruppa'

Pettah

Nugegoda

Meeruppa
Pettah
Nugegoda

Meeruppa
Pettah

Nugegoda

Meeruppa

Pettah

"Nugegoda . - : o
However, the above analysis has limitations in terms of the small number
In fact, 1t would have

i Beans
Meeruppa Pettah
1.00 - 0.96

1.00

i1 Cabbage

Meeruppa Pettah

1.00 - 0.41
1.00

111 Knolkhol

- o s oo o

Meeruppa Pettah
1.00 0.28
1.00
iy Raddish
.. Meeruppa .. Pettah
1.00 - 0.19
: ’ 1.00

of price observations and markets considered.

(For 5 observations from 24-10—78 to 03~11-78)

Nugegoda

- 0.79
0.60
1.00

Nugegoda
- 0.06

~ 0.34
1.00

Nugegoda
0,25
0,65

1.00

Nugegoda

0,65

- 0.15
1.00

{ouey

been much more relevant to analyse the correlation of prices between
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different producer markets, differen: wholesale markets and different _
retail -markets for a considerable length of time. But such consistent
~ time series data were not available for the present analysis.

The pricindg efficieﬁcy of the traditional (privéﬁej matketing system for
vegetables in Sri_ihnka‘cau be regarded fdir1§ lbw owing to lack of prﬁpér
price infqrmation,_ipw level of ihtegraiioﬁ bétwken producer, wholesale
and retaii marketé, large size of gross marketiﬁg margins and price
epread. However, the high marketing margins may also be due to the dist- .
ante ‘between producing and consuming areag, the nature of the produce and
thevnature of the demand, and not only due to the low pricing efficiency.

The foregoing discussion on price structure and pricing efficiency
suggests the existance of certain imperfections in the traditional
matkéting system, The next few sections will ocncentrate on the price
formation, the nature of competition and market imperfections and causes
of imperfections,

5.2,3. Aspects of Price Formation

'1‘he»:>rit:l.i:aliy,~ the pfimary demand fcr vegetables is from the consumers at
the retail level. The retailers' demand from wh§lesalers and the whole¥
salers' demand from the producers are derived demands. The priée format-
ion thus should take place at the retaii level and be transmitted to the
wholeaaleré and from them to the producers. o

However, in practical terms the price making for vegetables in Sri Lanka‘
takes place at the wholesale level, Prices determined at this level form
the fundaméntal basis of price formation at other levels despite price '
yvarjations depending on specific forces operating at each level,

In areas where the producers have direct links with the major wholesale
markets, they are paid according to the wholesale price despite the fact
that most wholesalers underpay the producers or pay the lowest grades’
price, Trucker-buyers rely on the wholesale ﬁrices prevailing in the
areas where they come from, The village level assembly éggntg-wﬁq'opergte
for wholesalers at dist#nt markets also . base their prices on wholesale
price, Thus, the base for producer prices is the wholesale price which
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again varies in terms of the foilowing considerations.

(a) Volume of vegetables offered for sale by the producere;nr:a
.particular point of time. »

(b) Number of producers and traders at a particular market place.

(c) Quality of vegetables. ‘ |

Apart from these, the producer level price determination is affected
by the following factors too, all of which weaken the bargaining position
of the producers,

(a) Gluts of supply at peak harvesting periods.

(b) Producer's urgent financial needs,

(¢) Socio-economic relationships between the produceré and the traders.

(d) Lack of price information: o, ' 4

(e) High margins kept by the primary level brokers and assembly
agents to hedge against risks expected at subsequent 1eve1s.

" The wholesalers who have a long " experience " in this Tespect determine
their selling prices and the prices payable to producers on the basie:of
previona prices and likely reactions they may cause on future prices. A
Price rings, leadership pricing and influences of trader assqeierionet
are common at the wholesale level. The predetermined prices ere, howevét,
subject to variations due to the influence of major market forces i.e.

(a) supply by the producers/assembly agents and (b) demand and competition
" from the retailers. '

When lorries carrying vegetables are held up due to exigencies such as bad
weather, the selling price goes'up considerably. Aggregate demand from
the retailers is generally higher than the supply by the wholesalers,
Retailers compete with each other to get their requirements quickly o
and their bargaining with wholesalers is restricted due to acute congest-
ion at the wholesale markets, Therefore, the wholesalers have a bigser
say in the determination of their own selling prices.

‘Retallers determine their selling prices on the basis of wholesale ptice.
their operating costs and margins and the consumer characteriatica.
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Tbe net result of the entire process of price formation is that the

. traders maintain uniform prices at indiV1dual market centres at all |
levelstroducer. wholesale and retail. The price differences, if any,
depend on the QUality characteristics of each type of vegetables and

tbe variations in overhead costs of the traders.' Such price defferences
- are clearly seen at the retail level where segmented markets which serve

- consumers in different income strata are present.

5.2,4,viﬁeture of Competition!'Merket Inperfections and Vegetahle Prices

If is obvious that the vegetable marketing system differs'considerahlv
from the perfect competition model which is regarded by ‘many as ideally
efficient, The imperfections in the marketing system partly explain the
cauges of its inefficiemcy. ' ‘

5.2,4,1. Nature of Competition and Imperfections

=~

LEND -

(a) Producer Level .‘

Cpmesore

The majority of the producers at Vidurupola sends vegetables to the o
commission agents through transport agents. Three private 1orry services
enjoy & near monopoly in the transport of vegetables. These are

(1) P.ﬁ .T. Transport Service, (2) B.M,S. Transport Serv1ce and (3) S.H, A,
.Transport Service, The last two now operate as a single enterprise and
»exercise a control over almost all aspects of vegetable transport from ‘
the famm level to the wholesale level. These three services ‘have divided
the days of the week among themselves so as to restrict the competition
with regard to theﬁcollection.and.transport_ofVvegetables, ;

The outstations' trucker—buyers get their quantities of vegetables through
brokers who enjoy the benefit of competition among the former. This "
Ahappens at Boragas village too. The commission agents and trucker—buyers
sometlmes compete with each other for limited quantities of vegetables‘At
- not through different prices, but through various other ways (see
section 5.2,4.2)., '

At the Welimada fair, there is a competitive situation when veoetables _“
for sale are limited and traders are many. But the competitiveness does
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not reflect much on price. Even this limited price advantage is grabbed

more by the brokers and other intermidiaries.

The trucker—buyers who come to Hewav1ssa during peak harvestmg Seasons
are not ' quite enough to cdater to the large number ‘of producers, who have
to dispose of their produce at prices agreed on and predetermlned by the
buyers. There is no competition among the buyers in terms of price.

If at all, the competition is there during slack seasons when - some
traders prefer better quality vegetables while others want to max1mize
the volumes purchased. Even the presence of a large number 'trucker—
buyers ' would not do justice to the ~producers because ‘the latter have to
sell their vegetables to the former mostly through 3 brokers who - operate
on a large scale. Three types of price agreements, which prevent
-competition can be noted in case of Hewavissa. They are (1) agreements
among the trucker-buyers, (ii) agreements between the trucker-buyers and

the brokers (assembly agents) and (iii) agreements among the brokers. T

In Meeruppa village too;}the above situation prevails. In addition,
only one transport service operates between this village and the
Colombo Commission market. It has a monopoly over the transpotation

of vegetables between these two points.

In the villages Ikiriwewa and Lunuwewa (Anuradhapura), the dominance of

a few village assembly traders and brokers prevents the farmers frdm'
benefitting from any competition that exists among the traders in out~
stations. There are price agreements between the village traders and |
such outstation traders and also among the v111age traders. During

the Yala season, vegetables are collected mostly bv 3 influential Village
traders, who enjoy a monopoly power in the purchase of vegetables.
However, when small scale outstation itinerary traders visit the village
towards the end of a season, farmers are able to get higher prices
because these traders come direct to the é%aazgg.; But their visits are

irregular.

Thus, it is apparent that competition among traders at the prodﬂcer level
is there only in slack seasons and even then the producers are ‘not benefi-
ttedAbecause their produce is not enough for them to procure ‘a significant-

ly higher total revenue.
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(b) Wholesalevlevel'."”v' |

The Pettah (Colombo) market as discussed earlier is the main centre
which determines the prices of vegetables elsewhere A relatlvely small
number of wholesalers have a large influence on prices as they cater

for numerous producers and retail traders not only in Colombo but in other

parts of thezcountryﬁas_well

of the 302 stalls in the market, only about 70 stalls are engaged ‘exclusi~

vely in the commission agency system for vegetables. It 1s these traders

who' control the entire vegetable trade in the market, They act in collu—

sion to limit_the competition among themselves, thereby suppresslng producer

(buying) prices and increasing selling prices. D
S | . ,

There are only 43 vegetable wholesalers ln theiKaﬁHybwholesale market;“mm

Competition among them is only for hard to get and quality'vegetabies.h"

Even this competition at times is inlterms of socio-economic relations

with the producers. About 20 transport agents bring vegetables to the

matket. Each of them spec1alises in a certain area , so that there 1s no

competition among them. At the Chunnakam market, there is a certain degree

of competition both among wholesalers and retailers in terms of ‘price.

When certain vegetables are in excessive stocks, they attempt to diSpose

of it even at a lower prlce but with some profit margin.

Brokers often function between and Githin each group, i.e, producers and

wholesalers, wholesalers and retailers and so on. They are the benefici—

arieg of competitive conditions that exist among the wholesalers.

\

(c) :Retail Level . f'

The retall trade of vegetables in Sri Lanka may seem to be highly compe—
titive because of the presence of large numbers of buyers and sellers.

This however, does not hold true for individual market centres. Market
segmentation, .in terms of the quality of the produce and the type of
buyers - to which the market centree'cater, is also wideepread at the
retail_level Therefore, even thOugh there is a certain degree of

competition between the segmented markets, e.g. between the stall holders
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and pavement vendors, it entirely depends on the differences in

quality of produce offered for sale and operating costs. However,

‘within a particular group, the price-competition is almost non~-existent -
for vegetables of the same quality. The competition within a group of reta-
ilers, however, is present when there is a glut of vegetables of the same
quality In such instances, some individual traders lower the price ;
below the average prevailing price, The consumers are benefitted in this

case.

In the trénSporc of vegetables from the wholesale markets to the retail -
markets too, the competition is 1imired due to the presence of a few tfen—
”sport agents. - For example, from Pettah to Nugegoda, one transport agent
enjoys monopoly powers while 4 persons control the transport operations
from Pettah and Embilipiti&a to the Maharagama fair. These few transport

agents charge fixed fares and the retailers have no bargaining power.

5.2.4.2. Causes of Market Imperfections

The foregoing section showed that the competition of the vegetable ’
marketing system is limited and various imperfections exist at all levels
of the marketing chain. These imperfections result in low prices for the
producers, higher prices payable by the consumers and abnormal profits
for the middlemen. This is not merely due to the size of the markets
(number'of buyers and. sellers at each level) but also due to the operat-
ion of eertain other factors which are related to the nature of the
produce and to the market conduct.

(1)

Most vegetables are perishable by nature so that the farmers cannot keep
the produce for long once harvested, in expectation of the arrival of
alternative marketing outlets which pay higher prices. Therefore, they
have to sell it to an available outlet at whatever  price is offered by
1t. This gives the opportunity to the traders to maintain a particular
price level The absence of proper storage facilities at the producer
level also adds to this problem.

(11)

Presence of a large supply of vegetavles, particularly during the peak
harvesting seasons also weakens the bargainlng power of the producers.

They are in a better position during the slack season but each of the
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producers does not have enough produce to get a significantly higher totoal

revenue,

During peak harvesting seasons, the traders pay low prices as the farmers
want to dispose of their produce as quickly as possible,
(iii) : . -

The insulated nature of the producer-level markets also contributes to the
| emergence of imperfections in village level marketiﬁg. This is associated
with poor infrastructural facilities which lead to the dominance of a few

buyefs'whb*could find suitable transport facilities, The producer-level
markets are also fairly scattered, so that price information does not .
properly flow between the markets, = This enables the traders to pay differ-
ernt prices for the same produce offered for sale at different markets even

 in the same village.

(iv) Barries to entry into the vegetable rrade
i

(a) Producer Level

At producer'lével, various types Ef barriers operate 1imiting competition
in the collection and transport of vegetables thereby leading to imper-
fections in these aspects.
- L )
At Vidurupola, the three transporf agents mentioned earlier do not spare
even the slack season allowing little or no scope for an outsider to.
venture into® the transﬁortationfof vegetables. The new comers run the
risk of even physical harm.
From the traders' point of view,%entry into the Welimada fair 1s.constré-
ined by the:necessities of heavy capital investment for both fixed assets
such as vehicles, scales, containers etc., and working capital in cash. .
form. If these requirements cna}bé met, then there does not arise a
problems of entering into trade in terms of other requirements such as
labour and ' space at the fair. But sometimes, newcomers are even phys1ca11y
threatened because the existing firms (brokers and traders) naturally/fige
to see new entrants, for they loose their shares in the market even in

limited proportions. Though there are about 50 brokers at the fair, there
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is no apparent price competition among them. The most important requife-
ment for the buyers (wholesalers and retailers) to enter into fair is the

formation of relationships with the brokers.

The traders who come from outside to Hewavissa and Meeruppa should get

to know the producers and brokers in the villages before starting the coll-
ection of produce, Thus, the major requirements to enter into the vegetable
trade in these villages are (a) a knowledge éf the village (b) relationship
with producers and brokers and (c) a good working capital.A'Samé'situation'

prevails at IkiriweWa and Lunuwawa (Anuradhapura).

Brokers operate between the producers and traders at Talawa and Tambut tegama
fairs too. These brokers sometimes resort to physical threats to obstruct

the new comers.

{b) Wholesale Level o
New entrants have no opportunities for wholesale trade at the Pettah (Colombo)
market primarily due to lack of space, At present all 302 stalls are
occupled, Sometimes new comers - can rent Out.a stall but that too is
roatricted in view of exorbitant rents. Usually, the ownership of stalls

is hereditary., In the absence of family members the.éﬁﬁeréhip rights:are

Tf

accrued ' to the most senior worker of the stall. o
The above holds true for . Kandy market too. The essential preconditions
for entry are the knowledge about the personnel and enviromment and

experiencé in every aspect of wholesale business. Space is also limited.

{¢) Retail Level

Retailing of vegetables is also an inherited business in that new comers
from outside the existing trader-circle find it difficult to enter into
retall trade., Lack of space in the market centfes, tender’sjstems etc.,
also actas barriers, These are especially true in the case of major retail
market centres,. e.g. super market-Nugegoda and Borella market. However,
this 1s not the case for the pavgment vegetable trade. The traders who

operate at periodic retail markets, e.g. Maharagaﬁa fair, have to establish

g
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good relationships with the brokers and their touts to avoid harassment,

(V) Provision of Multiple Economic Services:

The provision of multiple economic services is perhaps the mostvimportant
factor influenc1ng the imperfections, especially at the producer level.
These multiple economic services include moneylending, marketing as well
as merchandizing. Money lending plays an important role in producer-

price determination.

The commission agents 1lend money to their farmer-clients 1n,Vidurupola
and Boragas villages not only for cultivation pfuposes but for other needs
of the farmers as well, The amount of loan that a particular farmer

could borrow depends on the expected volume of vegetables that he could
send to a particular commission agent. The commission agents do not
insist on a formal interest rate. However, tﬁey may recover a hidden
interest from the proceeds of sale by underimvoicing and underweighing
the produce. The average amount of loans granted by the commission
agents to the faimers sometimes extends up to Rs. 5000/~ per season, One
particular commission agent lends over a million rupees per year for

the cultivators: at Vidurupola.

The vegetable cultivators in Hewavissa and Meeruppa viilages who transact .
business with commission agents enjoy such " interest free" loans, The
trucker-buyers do not lend monmey for vegetable cultivators. But the vill-
age level assembly traders and brokers iend money to their c¢lients who

supply vegetables regularly.

In Ikiriwewa and Lﬁnuwewa villages, the village assembly traders lend
money to t,he’ cultivators at the begining of the cultivation season. The
cultivators have to repay the loans in kind with the &egetable prbduce.
The village traders sometimes borrow money from the wholesalers in the
major markets for lending to the cultivators. The village traders
usually deduct about Rs.5/- per 100 lbs. of vegetables as an indirect
interest from the farmers. Some traders are more popﬁlar‘money lenders.
For example, one particular village trader at Ikiriwewa had a clientele
of about 200 farmers during Maha 1978/79. This implies his dominance
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in the collection of vegetables.

Besides prbviding credit. most of the traders and transport agents provide
certain other facilities to the cultivators, For example, the transpor:,
agents who come to Welimada area transport agricultural inputs;ibdildﬁﬁgﬁ
materials and even furniture for the farmers. Trucker~buyers who come
to Hewavissa and Meeruppa also transport fertilizer, coir rope, cadjan .

etc; from the various areas for the farmers, mostly free of charge .

In Tambuttegama area, almost all assémbly traders who collect vegetables
have retail shops which sell a wide range of consumer'gobds;_:They sell
the consumer goods and various agricultural inputs to the cultivators on

credit too, The repayment is through ‘the supply of produce.’

(vi) Social Relations’

The majority of the farmers know their - commission agents personally;r~
The commission agents are invariably invited to the social functions of
farmers. On such occasions, the traders strengthen their relatloqships
through gifts, donations etc. It was noticed during the survey that
farmers who came to collect the proceeds of sale were treated well in

turn by the commission agents.

The trucker-buyers have direct social relationships with the brokers aﬁd

~ village assembly agents, ‘as in the case of Hewavissa and Meeruppa.

The village assembly agents at Tkiriwewa and Lunuwewa also héve established
" this type of relaéionships with the ‘producers. The client farmers are
entertained at informal gatherings ° during festive occasions and they

are financially redressed on occasions such as weddings, funerals ete.

Through the relationships such as credit tiés, provision of inputs and
consumer goods and social relations, the traders have been able to'maintain
’gbdd will among the producers and assure a regular "clientele”, The f
result is the establishment 6f mutual trust between groups so that one
group does not bargain with the other. This however, paves the way for

the prevalence of trade abuses such as underweighing, underinvoic1ng etc.
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(vii) Other Factorsg

'Apatt from the reasons discussed above, lack of reliable market infor-
mation, physical characteristics of the market centres, specialisation of
producing areas and differentiation and 3pecialisation of products also
contribute to the emergence of xmperfections in the private marketing

system for vegetables.

The price information given by the commissioun agents and other private
traders is taken for granted by the majority of producers. It is cross-
checked only with prices annOunced over the radio to find that the
prices offered by thelagents are higher. Hence, the trust the producers'
repose in the- traders is strengthened. Prior price information does
not help some producers firstly because they have been selling to a (
particular trader for a long geriod of time and ‘secondly they'could.not
easily change the trader due to credit-ties. On the other hand, 211 the
traders usually-pey a unifor@ price to the producers in a particular -

dlocality.

\
1

Physical congestion at. the/majbr ﬁholesale markets as in the case of
Colombo, obstructs any sort ofwbargalning between the retailers and the
wholesalers. The retailers try to get their requirements as soon as
possible, without much bargairiing.l '

Some wholesalers specialize iﬁ certain producing ereas.. For example,
each wholesaler at Kandy market concentrates on a particular producing
area to collect vegetables. The transport agents for Kandy wholesalers
too have their own beats in the collection and transport of vegetables.
Thus, each ttader has some degree of monopoly at a particular point of

time, over vegetables that_come form particular areas.

Some wholesalers at the Chunnakam market too, specialize .in vegetables

coming to fhe.merket from areas outside the Jaffna peninsula. The others

I

1 See also The Report....(197l) op.cit., Abeysekera and Senanayake
(1974) op.cit., pp 22-23 and Indraratne (1975) op.cit.p. 249.
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‘specialize in the vegetables grown in the Peninsula itself. Outstation-
fegetables come only to a few traders and they have a monopoly position

over such végetables.

It was also noticed that some wholesalers at Pettah specialize in certain
types of vegetables (e,g. ash pumpkin, red pumpkin, drumsticks etc.,),
They have a monopoly position in selling such vegeiables. This is in
fact associated with the relatively non-perishable nature of these

vegetableé.

Relative.scarcity of certain types of végetables in certain periods

of the year also leads to imperfections., For example, there- was a
general shortage 6f red pumpkin, brinjal and beetroot io October, 1979,
at the Pettah market, The major source of supply of these vegetables was
Jaffna and the wholesale trade in such vegetables had been the momnopoly

of a few Tamil traders.

Market segﬁentation,and specialisation in diffevent consﬁmer communities-
at retail level also result in imperfections leading to diffrrential

price. For example, supermarkets usually cater for higher income strata
and diplomatic communities (e g .supermarkets at Kollupitiya and Nugegoda)
while retail stall holders at market centres cater for middle class.

The pavement vendors usually cater for the low income segmente

However, these price differentials are more dependent on the quality
differences of vegetables and differences in operating cost incurred by.

traders in each group.

In addition, some traders, especially among the pavement vendors, underf
weigh;:vegetables by manipulating the scales to their own advantage.‘lﬁ
this manner, Ehey realise an additional profit which also helps in
regovering any losses due to selling at lower prices, if any.

\

5.3. Institutional Marketing Reform and Its Fffectxveness

The inefficiencies in the traditional (private) marketing system for
vegetables in Sri Lanka had been identified as early as the 1930's.
Over the years, the focal point in policy discussions has been the influe-

nce exerted by the middlemen over the producers and consumers by way of’
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realizing the biggest share of the prices paid by the consumers for 4
Qegetables. The majbr’ijéctive of the establishment of countervailing -
1nstitutionsl such as the Marketing Deparrment, Co-operative Marketing
Federation (MARKFED) and Producers' Unions has been to compete with

the private trade in vegetables thereby assuring a reasonable price

to the producer and a fair\price'to'the consumer.

5.3.1. Marketing Debartmen;(MD)i’:

The MD was established in 1935 with the following objectives :
(a) to assist the local producer to obtain a fair price for his
' griculturél produce by providing an alternative marketing channel;
(b) to promote the sale of local produce at reasonable prices and
plovide marketing facilities to increase the production of
local foodstuffs; and ‘

(c) to popularise the consumption of local foodstuffs.

The MD does not spécialize in vegetable marketing alone but is engaged

in marketing of many other . agricultural products as well.

However, vegetable trade constltutes a major part of the Department’ Yg Trie
activities. The Department started its vegetable collection scheme in
1942, by opening up collection centres in different parts of the country.
Although at present, the Department has about 76 vegetable co}lecting'
centres only about 40 of these function throughout the year. The .. %"
Department collects the produce "through a lorry transport service along
prearranged routes during fixed days to collect vegetables direct’ from
the producers and runs a wholeéale floor in Colombo and a net-work of
retail .shops and mobile selling services in urban areas. It'aTSGf;i

" broadcasts price information for the benefit of the préducersf. E
In addition, tﬁe MD has a'pricing unit which is ﬁéinly concerned with
maintaining data on price an&:quantities aﬁd setting producer prices

payable by the collection centres of the MD.

e s .

1 Establishgent of countervailing institutions has been the
main measure of marketing reforms in Sri Lanka .
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5.3.1,1, Advantages of the MD's Marketing Activities

In fact, during the initial period of its operation, the Department -
served the vegetable producers in many ways. These can be summerised

" as follows:

(a) Provision of marketing arréngements in rural areas where sufficient
marketing facilities did not  exist. The producers found the MD
as a useful outlet especially dﬁring glut seasons when private ;
traders did not offer an adequate service.

(b) Ihe running of lorries along prearranged rodtes displaying price
boards indicating buying prices might have resulted in the producer
realizing better prices than he would otherwise have obtained from .
the private traders. |

(c) Encouraging'producers to a certain extent'iﬁ'porreCt methods of
cleaning, grading and packing,

. (d) Dissemination of marketing information through bulletines and

annual reports.

5.3.1.2. Drawbacks of the MD's Marketing Activities

e s e

(a) Producer level

As far as the activities of the MD are concerned, several limitations

surfaced during the survey. Some noteworthy shortcomiogs are @

(1) MD does not purchase all vegetables brought by the producers to
the collecting centres, over and above a certain limit. The :
officials have to adhere to the orders placed by the head office
in Colombo, ' _ . '

(2) MD buys vegetables through a few brokers in the villages,'rathér »
than from the producers themselves. The MD has been able to
realise economies of scale by purchasing through the brokers, but

at the expense of small scale producers.

(3) The MD lorries in certain localities, do not go to the farms or
along prearranged routes, so that the producers are compelled to

transport the produce to a far off collecting - centre.’

.
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(4) The very limited transport. facilities of the MD collecting centres
_ are certainly inadéquate'to cater to the large numbers of producers.

(5) In direct-purchasing MD is inf]uenced by certain producers and

those who have good relationshipq with the officials, .
(6) The MD often gets qubstandord vegetables from the brokers which
are often rejected by othar private traders.

- (7). The producers as well as the MD are pla&ed out by some_officials
at regiOnal collecting points. They wfite false bills, esbeéially
in transactions with relatively less educated producers who do. not
ask for receipts. , S e _

(8) The producers are not qatlvfled with the weights and  :grading
. systems adopted .by the MD's co}lecting céntres, '

9 The MD often pays a lover pricé to the producers than thatAﬁaid
| by.the privafe traders. _ » , .

(10) The ecollecting centres of,tha MD do not pay the_broceéds of -
sales to the producers prbmptly. ' :

(11) The centres often do notiprompflyvreturn the containers belonging

~ to the producers. o

(12) The collecting centres Oan for business at 9. 00 a.m. daily. Also,
they are closed on public holidays especially during lean seasons
of vegetable supply,.The§eAfactors cause 1inconveniences to
producers and benefit tb private traders.

(13) ™MD d&es not have a'loan scheme for vegetable cultivators which

means it bhas less control over vegetable marketing.

For these reasons the MD failsito provide a competition to private
traders in terms of quantity collected and prices_paid'to the bréducers.
To most Qegetable prodﬁcers,,th@ MD is a source of price informétion ratherj
than a principal marketing outiet. The popularity the MD has enJoyed
about 10 years back in the anecs where field surveys were conducted
has waned because of these shortcomings. )

‘ : i |
However, the officials ét the ﬁroduéer level coL}eCtiﬁé.centres along
are not responsibie for this situation. They aléo have their own pfoblems.
The case study we conducted about the MD's co]]ectlnk centre at Keppetipola
(Welimada) gives some ubeful informatlon about th1q 31tuat10n and is

presentpd below.
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" The officials admitted that all the vegetables brought by the farmers
could not be purchased because they have to adhere to the orders
placed by the head office. 1If the officials purchase over and above
the ordered quantities or low quality vepetables, they alone are

reponsible for any losses.

There are two other centres in Welimada area at 1) Boralanda and (2)
Bogahakumbura. All centres have only 4 lorries. This fleet is
inadequate to cover each and every route and the producers are natufally
displeased with the services of the MD. The officials, who are liable
to be transferred often do not stay long enough at one place to cultivate
a sound relationship with the farmers. Restirctions imposed on them
not to work beyond normal working hours prevent them from working some-

times even late into the night when an occasion demands.

Officisls at the centres grade vegetables brought by the farmers, accord-"’
ing to a‘'system stipulated by the head office. Farmers take this as a

sort of ‘lidrassment and resort to selling to the private traders.

" The centres do not have the flexibility to change the prices during
a given day. This allows the private traders to clear the market at a

higher price, leaving the MD at a disadvantageous position.

Sometimes, the centre is faced with shortages of packing material.
This prevents the centre frem purchasing even the small quantities

ordered by the head office.

The vegetables collected at the centre have to be dispatched to-various
areas like Colombo, Jaffna and Anuradhapura on the day of collection.

But this is difficult due to the shortage of vehicles.

Absence of proper storage facilities makes high chatces for the vegetab-~

les to go waste.

The officials involve in corrupt pracitces making the MD lose, because ~of
their frustrations emanating from the awareness that they are not provided

“with facilities which their counterparts in other Gavermment Departments enjoy
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(b) Wholesale level: Case Studies

O o v e e A e . s W o Sk e A it o e i S s A -....-...-

(1) Colomho

The MD's wholesale floor obtains vegetables from the various collecting
centres of the MD .throughout the country. Tbe collecting centres also
send vegetables direct to Mahajama Pola and the Tripolli market. A part

o o gt s i s e ity . Gt e S e

of the supply goes to the hospitals, prisons etc.

Producers, in the_villagesvcomplained that the MD purchased '"grade 1"
produce  from them. But at the:wholesale floor at Pettah, the vegetables
are gf the lowest quality. This substantiates the hidden transactions 
betﬁeen tﬁe private.intermidiaries and MD*s officials at the producer
level.‘ It a wasﬁhglsozobserved that the MDfs wholesale floor received

a day or two dayg;qid vegetablesl Some stécks weré in fact .not of market—

able quality.

There were only 215 lorries (out of which 139 are ‘s;tcns lorries) for the
MD at the time of our investiéa#ion. This fleet is inadequate to transp-
- 0Tt vegetables from a large numbér of collecting centres situated all
over ﬁhe country and to distribute the produce to an even larger number

of retail outlets.

It was also observed that the MD sells vegetables to private wholesalers

at the Pettah market and the latter re-sell it at a profit.

MD certainly can not compete witb the private wholesalers bécause it

handles oﬁly.a small proportion of the total quantity that comes to the
market. Duriﬁg the period of investigation, it was estimated that the
MD handled only about 2 percent of the total quantity that came daily to

the Colombo wholesale market.

(ii) Kandy . ‘ v

The MD centre at the Kandy market is only a regional collecting point. It
has tobsupply about 7500 1lbs. of vegetables daily to govermment institutions
éﬁqﬁras the University, Inservice Agricultural Training Centre, College qf

'Agriculture,vPrison,fHOSpital etc. A part of ;he collec;?pq is sent to
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the Colombo wholesale floor, The ceuntre, howevef, has to adhere tb the
orders placed by the above institutions and Colombo wholesale market.

In addition, MD has five retail shops in Kandy town. Inéluding these,
the wholesale floor at Kandy haﬁdles abouf 9000 1bs. of vegetables daily.

It does not sell to private traders, unlike in Colombo.

(ii1) Chunpakam_(Jaffna)

Vegetables are purchased by the MD from the producers who bring the
produce to the market and from a private supplier. Very often the MD
lorries do not go to the villages for want of repairs. The MD,howevér,
buys only the daily requirements of it’s 6 retail stalls and the qeeds

of the government institutioms ip Jaffna area,

Pfices of outstalion—vegetables are determiued'bylthe MD after taking
Colombo wholesale and retail price plus transport cost into account.
Local vegetables are priced according to the prices prevailing in the

Chunnakam market itself.

(c) Retail Level

The retail shops (Peoples' Depots) of the MD in. and around Colombo
obtain vegetables from the Tripolli and Mahajana Pola. The MD caters

for the general consumers thréugh these retail shops, but curreot retail

outlets of the Department are inadequate for this purpose.

Case Studies:

(1) Borella

The MD has a retail stall at Jathika Pola, Borella which caters to a
large number of consumers. The stall obtaivs its supplies'mostly from
the MD collecting centres at Maturata, Matale, Nuwaraeliya, Boguhakumbura
and Neeldandahinaa. The quality of vegetables is relatively lower than
that at the private retail stalls at the Borella market. Soméflhes, the

MD gets supplies in excess and in the absence of cold storage facilities,



126
a good part of the produce perishe: in excess supply situations.
(11) Nugegoda.

There are two retail stalls of the MD in Nugegoda town, i.e, at the
supermarket and at ggggggaggg£§.

- About 800-1000 customers patronizes the MD stall daily at;fﬁe Janatha
Pola. The stall sells nearly 1500 lbs. of vegetables daily brought _
from .the Mahajana Pola. It often gets substandard vegetables dnd there-

fore, retail prices are comparatively lower.

About 8 workers are emplo&ed at the stall in any given day. . They are_;

paild out of the proceeds of the sale,

The MD stall at the supermarket often does not get its full requirements
Quite often, the stall. receives uncleaned and spoiled produce. There .
were complaints of malpractices against the management.. Long queueejgt
.the MD stall ére not: tolerated by all buyers and they prefer to buy |
;heir requirements from the private retailers.

If good quality produce is available, the buyers—ere prepared to purchase
their>:equirements:from the MD for the price is lower. The MD should

havenenpugh stocks and cold storage facilities.

~ Officials are not concerned about &mproving the business activities of

the department. A sort 6f incentive scheme in addition to‘their salary
would help minimize the malﬁraccices. Each individual centfefffetail or
primary) shculd have the flexibility to change the prices depending on

‘the current market situation provided they iﬁcur no loss.

i
1

(111) Maharagama

The MD retail stail at Maharagama caters for about 800 custqgegg>on
:normal days and about 1000 customers on Pola days. The stall rééeivesll'
“vegetables from the Mahajana_gglg. ConSumers have to be satisfied with

what 1s available‘at'the MD stall. The stall often sells substandard .

vegetables.
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(1v) Chunnakam (Jaffna)

The consumers who purchase vegetables from the MD's retail stall at

the Chunnakam market made the following gemeral complaints.

(1) Vegetables sold by the MD are not fresh, though cheap.
(2) Retail stall is open at odd hours.

(3) Some vegetables are cheaper at private retail stalls within
the market.

(4) The MD does not have all vegetable varieties required by the consumer.

However, the consumers are satisfied with the accuracy of weights at the
MD retail stall.

MD retail stalls sometimes fail to dispose of all the quantities ordered

for a day, The remaining produce go waste_of:ére_sold at very low prices.

5.3.2. Co-operative Societies__Engaged in Vegetable Marketing

The entire co-operative sector including the MARKEFEI)1 handles only ‘

2

about 15% of the total marketed surplus of vegetables in Sri Lanka..

Althouéh Sri Lanka has a well organised network of consuﬁe¥ co—operatives,
- there is no such network as producer co-éperatives. As far ae vegetable
marketing is concerned , only ome of the co—operative societies specialises
in vegetable marketing as a major activity. A few others are engaged

in vegetable marketing only to a limited extent.

Y

Udapalatha MPCS - Kepbetipglgh A Case Study:

- T S - A G s o A

The Udapalatha Multipurpose Co-operative Society at Keppetipola in
Badulla district speciaiises in vegetable marketing on a wide scale.
Before. 1978, the society had been a principal marketing outlet for
vegetable producers in the area..: The society was established in 1939

as the Udapalatha Co-operative Agricultural Production and Sales Socigty,
This co-operative had the advantage of being situated in a major vegeta-
ble . producing area. in-197l@~the soéiety was amalgaﬁated'with 18

other co-operative societies in the Keppetipola area to form the

s vy oy S e S

1 See section 5.3.3. for a discussion of MARKFED
2 1Indraratne (1975), op.cit. '
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Udapalatha MPCS.: From 1971 to 1977 it had a near monopoly in supplying
inputs and credit ,to vegetable growers and had been able o procyre.a
considerable proportion of vegetables produced in the area.

The society had 18 vegetable collecting units, each with a manager who

. was paid 2%% commission on the vegetables ‘purchased by him The Co-operat-
. ive sent the collected vegetables/ its own lorries to Colombo market.,

o The produce was then disposed oﬁ through the society's wholesale floor

_.and the Marketing Depertment_s ﬁholesaleyﬁloor._

However, after 1978, the co-Operative lost 1its monopoly over supply = of
inputs to farmers and the 1ittle grip it had over purchasing of vegetables,
Now the society s activities have come down to retailing a small quantity
“of vegetdbles brought by the producers and sending a small quantity to

the HARKFED, Colombo. o ,i S
At present this society has Onlx 9 vegetable purchasing centres, at. ‘
1) Udubadana, o o ‘ o
2) Kimbiliyagolla, e
3) Giranbev
:4)X*Madorawita,
“£3Y'TTennakoonwela, o
_6)’*Nugatalawa, '
7')'Q'E'El.la, R !
8) ?alugama,‘and R
9) Uva-Paranagama . |

SRl TN

Before 1978, the society had been able to buy about 20% of the vegetables
produced in: the Udapalatha area but this has now decreasgéed to less: than
5%, loosing its countervailing | power.»
|
The society now supplies ooly Rég 50000/~ per cultivation year as loans
for the farmers in the entire ﬁdapalatha area whereas it amounted to
nearly Rs;2 million per year in 1975, (Now, one comnission  agent supplies
about Rs.-1 million to farmers in the Vidurapola -village alone): Even -

" this amount :is lent after careful ;and long: procedural formalities.
P

PONREE

]
I
1
[
|
I
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Repayment rate is only 754, The Co—op. has also failed in the supply

seeds, fertilizer and agro—chemicals in time, unlike in the past.

Before 1978, when the Co~op. was engaged in large scale lending, it was
able to send daily about 3-4 lorry loads of vegetables to‘Colombo;

Now this has decreased to less than 1  lorry load. Earlier, the Co-op.
had 3 stalls at the Colombo wholesale market but now it has only one '
stall., Unlike in the past, the society now limits its wholesale tfans-

actions to Colombo alone.

The retail stall of the Co-op. set up in 1978 aims at supplying vegeiables
to the consumers in the area at cheap prices. The prices are lower than
at the private retailers in the town. However, the daily turnover ‘1s

as low as 80 lhs,of all vegetables. The retail stall keeps a margin of
about 10-20;cts. for a 1b. of vegetables . Only a very few producers

bring vegetables to this stall. The stall mostly buys its requirementé_
from Nuwara Eliya or Welimada fair, '

The vegetable producers at Vidurupola too pointed out the lapées of

this society. At present there is no co-operative vegetable collecting
centre in this village. The Keppetipola co-operative soclety sends a .
lorry to the village to collect vegetébles. Most farmers are reluctant
to sell their produce because of inaccuracy of weights, strict grading
system etc.. Although the co-op. also deducts 10% commission‘from the
farmers' bill, the price paid by the co-op. is lower than the Commission
Agents' price. '

Farmers who sell their vegetables to the wholesale market on. commission
basis through the co-operative get a different price from the price
that is patid by the retail stall as is obvious from the following table.
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Buying price (cts ) Selling price (cts.) 07- 10-79'

Wholesale * Retail Retail stall

——— e e e v o s -~ s s o It o e i G G gy e S P

Vegetable . Basis - Stall -
Cabbage 45-50 70 85
 CartotT' ‘! - - . '4' Tgs :fi' 90
Beans. . 85-90 50 75
Knolkhol 35-46 - so 70
Brinjal © 90-100 75 %
Leeks - [ 90
Tomatoes . 90-100 | 60 80

I
i

* Farmers' price is 10% less than this,

Procedural difficulties associaiedmwith_the lgan-.séhémes of the Co-op.ﬁ

make the farmers prefer the private trader.

Delays involved in the collectioﬁ of vegetablés and'thé pa&hent of théqj
proceeds of sale have created dissatisfaction,among the farmers so far

as the activities of the Co-op. are concerned in the sphere of vegetahle '
marketing. \ '

E

‘the ' 5 - : ' .
At present, /co-operative society a@ve not engaged in retail trade in

vegetables in the main cities -such as Colombo , Kandy and Jaffna.

— o =t

society in Gampola was engaged 1n vegetable marketing before its
reorganisation in 1972 . Before 1972, the soc1ety was able to send two
lorry loads of vegetables per day to the All Ceylon Producer ﬁnions
wholesale floor at. Saunders Place, Colombo, and to Kandy, Jaffna "and
Kurunegala markets. In 1972, the society had a capital worth Rs 100, 000.

* Afrer the reorganisation, these activities gradually weakened. The Co-op. .
charged only 5% commission from the farmers.. The society is no longer

engaged in any activity fegarding vegetable marketing.

B s e

trade before 1972. The society lent about Rs.50,000/- per season to the
farmers as cultivation loans. By 1972, it had shares worth Rs.33,000/-.
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In 1968, it purchased a lorry for Rs.45,000/- which was utilized to collect
egetables from the cultivators ‘and distribute various inputs to them.

After the reorganisation, these functions ceased.

5.3.3. Co-operative Marketing Federation (MARKFED)

MAEKFED was established in 1973 amalgamating the activities of the former
Ceylon Agricultural Producers' Co-operative Union, All Ceylon Co-operattve
Consumers’ union and the Northern Division Agricultural Producers'
Co-operative Unlon. It now acts as an apex organisation to serve the
Multipurpose Co—operative Societies (MPCS) in the sphere of agriculture.
The MARKFED operates a wholesale floor in the Colombo market, three retail

stalls and a mobile consumer service,

5,3.3,1. Primary Level Activities of the MARKFED

"The MARKFED gets a major part of its vegetable c¢ollection from the producers
through its 10 major collecting centres situated in the following areas:.
Welimada, Borelanda, Halpe, Ekiriya, Pannalawila, Lunuwatta,

Keppetipola, Erabadda, Galedanda, Bogahakumbura.

MARKFED buys vegetables from the farmers on the basis of 10% commission,
A transport cost of Rs., 4-6/- per 100 1bs. is also deducted from the

farmers' bills,

The prbducers'interviewed during this survey were not satisfied with the
marketing facilities provided by the MARKFED, For example, farmers at
Boragas complained that the MARKFED ' makes its purchases through. a
broker at Ambewela junction. This broker has obtained the orders direct
from Colombo. Sometimes the MARKFED pays lower prices than those of. -

the private traders.

Some farmers at Hewavissa complained of an instacce.where the, MARKFED has
failed to pay their dues and'rerurn the containers. ThiS;hadﬂheppenedv
about 2 years ago and since then the MARKFED lorries had not come to -
the village. Some farmers were prepared to sell their vegetables to the
MARKFED provided they get a good price and sell direct to the MARKFED,

avoiding the brokers. For Meeruppa farmers the problem was that they
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. had to wait 3-4 days before they get the proceeds of their sales from
MARKFED .

5.3.3.2. Wholesale Vegetable Trade of the MARKFED

" The wholesale floor of the MARKFED is situated at the Saunders Place,
Colombo. Vegetable stocks are kept on a floor area of 20' x 40'.
MARKFED transports vegetables from its collecting centres to Colombo
by its own lorries. ! From this point, vegetables are supplied to hotels.
ships and to private retailerelwho come from various areas such as

Horana, Balapitya, Ambalangoda etc.

_ The quality of some vegetables at the MARKFED is better than those of
MD, but lower than those at the private traders. Prices of the MARKFED
vegetables are therefore, higher than those of the MD and lower thaun

those of the private traders.

Because of the small numﬁer oficollecting centres it has; the MARKFED is
not able to provide enough competition to the private sertor.v But its
daily average collection at the Pettah market was higher than that of
the MD during the time of investigation..

5.3.3.3. Retail Trade of Vegetables by the MARKFED

Retail activities of the MARKF?D with regard to vegetables are negligible
compafed.to those of the MD ano'the“private‘sector. It now runs three
retail stalls at Saunders Plece, Union Place and Kollupitiya. The
prices of vegetables at these stalls are generally higher than those
prevailing in the traditional market places. Therefore, in a sence they

serve only a certain segment of the consumers.

5.3.4. Vegetabhle Producers’ ASSociatioog L

This is a relatively new cbncépt introdnced in 1978. There were 4 of these
unions operating at the time of our investigation -~ din the Welimada

i s 0 ity S8 e

1 The MARKFED had about 40 lorrles during the time of investigation.
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area 1. These are :.
1) Keppetipola végetable producers' association
2) Boralanda " "o "

" " [

3) Bogahakumbura

4) Dambavinna == " " "

All these were established under the 'Welimada Vegetable Producers'

Association."

Some major features of one of these Unions are presented below but a

detsiled evaluation of it seem to be premature at present.

The Keppeﬁipola Vegetable Producers' Union : A Case Stgéz:

This union covers the Keppetipola Village Council-area.

S

1, Systematic and rapid development of marketing with special attention
to vegetables and fruit with the guidance of the pepartment of
Marketing Devclopnent {MD) and planned production of vegetables
and fruit 1in order to prevent frequent fluctuations of supply and

prices.
2. To obtain a maximum possible price for the produce of the members.

3. To render'the“following services to the members with the aséistance
of the MD: N
(a) to supply necessary inputs and equipment for vegetable and
fruit cultivation; .
(b) to transport the produce and inputs at reasonable charges;
(c¢) to grade, pack and transport vegetables and fruit ;and

(d) to obtain specialists' service for these activities.

Lsince this report was prepared, 19 new Producer Unions have been
set up in this and other areas. viz. Kurunegala, Kandy and Jaffna.
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4. To obtain, hire-in and hixe¥out vehicles, buildings etc; for the
activities of the union. |

5. To develdp a system of self~help and mutual help among the members
and provide facilities for careful and useful " appropriation of

I
I

members' income. ‘

structure -

o o e e St et st s

Persons who cultivate vegetables on a land situated within the Keppetipola
VC area qualify for membership in the Union. All the members should ‘
adhere to the guidance given by the committee on production, grading, f

packing and selling of vegetables.

The committee of the unionfeensists of the chairman, vice chairman,
secretary, vice secretary, ﬁreasurer end 18 other members, all of whom
are elected at an annual geﬁeral meeting and 3 persons ﬁamed by the
competant - authqrity.l Theee_three persons can be selécted from £he
-Department of Marketing, Aérerian Sefvices and Agriculture. The Union |
can be liquidated only by the competant  authority.

functions and progress

By late 1978, the union haé aboue 700 members, However, the union is not
yet in a position to store inputs for supplyimg to the members in time..
As a temporary arrangemenﬁ, the MD distributes the inputs to the member
producers. The MD had also given a lorry to the union to transport
the members' prodhee.‘ The MD's charges are as follows:

* yhen goods are trnasborted = Rs.3.00 per mile, and

* Empty lorry = Rs, 1.50 per mile, and |

* fare for_being late = Rs, 2.00 per - hour.
The indiv1dua1 members can hire the lorry to transport their produce
not only to Colombo but also ta other areas, subject to above charges.-

They have to pay, in addition 1% of the income to the Union,

———" i St s S ot s S

ompetant auﬁhority in;this case is the minister who is in charge
of the Marketing Department.
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The most important feature of the Union is that it expects to under take
input supply, credit cervices and produce markéting to have a vertical
integration over the vegetable production and marketing system. The

Union also hopes to take their transactions in §egétables not only to
Colombo but to other c1ties as well in an effort to curtail the dominance‘

of the Colombo market as the major source for price determination.
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. CHAPTER 6

 CONSUMER DEMAND FOR VEGETABLES AND PRICES OF VEGETABLES

Tﬂis chaﬁter aims at‘ascertainipg the factors related to the consumer
demand for vegetables and their influence over prices. The major
factors discussed here are the trends in consumption of vegetables,
population increases, price and availability of substitutes, incomes
and purchasing power of the'coq@umers, and counsumer fastes and pre~

ferences.

6.1 Trends in Vegetable Consumpfion

The ultimate objective of the production and marketing programmes
discussed earlier is to raise ﬁhe consumption level of vegetables, which

are an important item of food:of the people in Sri Lanka.

The total quantities consumed ;of each 1ndividual vegetable (or the
market demand) for a period of time are difficult to estimate in Sri
Lanka context. If the total p%oduction is known, the above can be estimated

according‘to the following formula .

| 'MS = QT -~ ( FC + §) ~—=mm (1)
' MD =MS - W e (2)
Where, MS = Mafkef supply
MD = Markef demand
QT = Total output _ ,
FC = Cénéumption by farm families
'S = Seed requirements
' W = Vaste ‘

However, since there are no regular estimates in relation to the above
mentioned variables, the estimation of market demand or total consumption
is made difficult. . In view of this, we have ro treat the total produc;ion‘

as'a proxy for quantity .consumed,
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Due to the above mentioned difficulties, it is not expected to carry out
this discussion on the basis of individual vegetable varieties. Thus,
this discussion will be more on the basis of "Vegetables” as a single

group of commodities.

The optimum daily requirements of vegetables of different categories
of persons have been worked out by the putritionists at the Medical
Research Institute of Sri Lanka (see table 53) .

Table 53~: Optimum Daily Requirements of Vegetables of a Person: -

Recommendations of the Medical Research Institute

Age group and Leafy Vegétables Fruit Vegetables, Total

other categories (grams) , roots & tubers - (grams)
__  (grams)
hildren 1-2 years 14.38 28.75 ‘ 43,13
3-10 years  28.75 57.5 86.25
Boys 11-14 years 57.5 115 T 172.5
- Girls 11-17 years = 57.5 115 . o 172.5
Expectant Mothers 57.5 172.5 . 230
Nursing Mothers 57.5 172.5 230
Working Women 57.5 115 172,5
Women without Exercise 28.75 86.25 115
Working Men 57.5 115 ' 172,5
Men without Exercise 57.5 115 172.5
" Average . 47.44 109,25 156.69

As shown in table 53, theraverage optimum daily requirements of a person.
is 156.69 grams of which 47.44 are leafy vegetables and 109,25 are fruit
vegetables, roots and tubers. Assuming that these.requirements are
constant over time, some comparisons can be made with the figures given
in annual food balance sheets prepared by the Departmenﬁ of Census and
Statistics. The food balance sheets give estimates on the annual
availability of food nett and the daily per capitaﬁconsumption of
vegetables, Table 54 and figure 11 present a‘cdmparisbn of'déta‘from
these two sources to get a general idea about the extent to whigh the-

people of Sri Lanka fulfil their vegetable requirements.,



138

Table 54-: Comparison Between Optimum Daily Requirements Per capita
A and Daily Availability for Per capita Consumption of
Vegetables (1967-1976) '

Year Fercapita Req&gzement, *Peréapita'ﬁgg Fulfilment(c)-

(grams per day){Assu-  availability Rate: %

med to be constant). . {grams per day)
1967 156.69 : '105.81 . 67.5
1968 - - 156.69 ‘ 103.40 66.0
1969 156,69 J 106.25 67.8
1970 156,69 ‘ 130.05 83.0 -
1971 . 156.69 . 100.82 64,3
1972 156.69 96.19 61.4
1973 156,69 ‘ © 96,41 61.5
1974 156.69 o 97.21 - 62.0
1975 156.69 C 92,9 59.3
1976 . 156,69 : 92,65 " 59.1

Source : (a) Medical Researdh Iﬁstitute
(b) Department of Census and Statistics _
(c) Availability' as a percentage of requirements

It is evident that there has been a considerable gap between the optimum
requirements and net availabiliﬁy for consumption of vegetables over

the period under consideration.j Furthermore, it is clear that the
available per capita food net Qf vegetables has shown a slow but signi-

ficant decreasing trend, especially from 1970.

The available data from the Socio-economic and~Consumer,Finénce Surveys
also.suggest that there has_Beeﬁ a reduction in the per cdpita consumpt-
ion of vegetables. TFor example;, the Socio-economic Survey conducted

by the Department of Census and Statistics in 1969/70 estimated the

Per capita consumption at 105 grams per day whereas the Consumer Finance
Survey conducted by the CentraljBaﬁk of Ceylon in 1973 estimated the
same at 62 grams per day. (Recognising the fact that the methodologies
adopted by the two surveys are different, it can be said that these.

" figures reveal a considerable reduction in the per capita.. consumption).

The decreasing trend in perCapita Svailability suggests an Increase in
deamnd for vegétables due to population: increases (other things being
constant), while the production‘(sﬁpply) has remained relatively static
(chapter 4). In such a situation, the price increases are also inevi-

table. .
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_ Figure 1. TRENDWPER CAPITA DAILY NET AVAILABILITY
' OF VEGETABLES DURING (967 1976.
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4

The increases in poﬁuiation result in dncreasing aggregate.demand

for vegetables since it is a major food ‘item of the people in Sri Lanka

if other variables remain constant. ‘The total population has increased .
'Ey'IDBIOOO.from‘jl9ZI to 1976. Thé expecped demand, based on the MRI
recommendat ions, has gone up by 72076 tons of vegetables between theSe
two years. But the actual available quantity has deéreased by 3689

tons ( see table 55) ., . :
However, the data given in ﬁable 55 qhnnot be considered as the Qctpal
demand by the consuﬁen;but they are éstimates of optimum recommendationé
and actual gross productiOn of veget#bles.- Thus, on the basis of these
data we cannot conclude that the conéumer demand has decreased. However,
these data reveal that there‘has been afwidening gap between the optimum
requirements and the actual availability of vegetables.

!
Bétween\these years, i.e. from 1971 fQ 1976; there has not been much
of a change ipn age " structure of the population. For example total
number of children below 10 years oﬁ age remained around 26 percent of
the total population. Therefore, the effect of population on the vegetab~
le consumption has been from the increase in its total number rather

than from changes. in its age structure.

Based on the assgmption that per acre yield of vegetables remained at

2 tons, the tptéi acreage devoted to vegetable cultivation is estimated
to be about 3C0,000 according to_actual per capita gross availability.
The acreage needéd to fulfi] the MRI requirement is estimated at 500,000.
Thege.estimétes are dependent on ﬁhe éstimated population levels over

the period under consideration.
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Table 55~: Estimated Population and Requirements and Actual’
Availability of Vegetables in Sri Lanka(1970-1976)

1 2 3 4 5 6
Year Mid (@) {» . -
| year Total "MRI  Total actual Estimated Estimated
population Gross requ- gross availa~ (¢) MRI acre actual acreage
(thousands) irement(tons)bility(tons) age require- {d) '
ments.
1970 12514 875980 729263 437990 364632
1971 12699 888930 573712 444465 286856
1972 12951 906570 558225 453285 279113
1973 13091 916370 - 565551 458185 282776
1974 13284 929880 578651 464940 289326
1975 13514 945980 562569 472990 281285
1976 13730 961000 570023 480550 285012

(a) Dept. of Census estimates according to Reﬁorts of the Registrar
General ) ' |

(b) 0.07 Tons per head per year (25 per cent was added to the net
avallability on account of wastage). )

(¢) - 5-=-3-/ estimated yield per acre (2 tons)

(d) ~ 6 - =~ 4 - / estimated yield per acre (2 tons)

Table 56 presents the projections of the population and the resultant
demand for quantity and acreage of vegetables up to the year 2001.
According to these projections, the total population will rise by 2096,0QO
in 1981 and by 8056,000 ip 2001, from 1976 level. Thus, the MRI gross
‘requirements will work out te an additional quantity of 537797 tons
of vegetablés in 1981 and 954997 tons in 2001, from the actual quantity

in 1976. The additional extent of land needed to fulfil this demand ‘
resulting from the population increase will be, according to MRI reqnirg~\
ments, 268898 acres in 1981 and 477498 acres in 2001, above the actual
acreage in 1976, . . o

On the basis of 1976 per capita availability levels, the additional
quantity of production will work out to 82800 tons ip 1981 and 328650
tons in 2001, above the level of 1976. The additional extent of 1ahd
needed to meet this demand will be 41400 acres in 1981 and 208325 acres
in 2001. |



Table 56=: Projections”

Year .

1981

11986
1991

2001

(a)

(b)

(c)
(d)
(e)
(£)

@)

-—— o . ———

QOf'Populatioh énd,ReduireméntSiof Quantity and Acreage of Vegetables :

(additioﬂaivacteage needed(base=

2. 3 L > 6 T 1976=285012)
Population Total MRI Gross Total likely Estimated MRI  Estimated According to According to
(thousands) Requirements gross availabi- Acreage Requir- likely MRI Require- Estimated
(Medium Pro- (Tons (c)° ‘1ity (Tons) (d) -ements (e) Acreage (f)  ments likely acreage
jections (b) S _ - o - .

15826 1107820 652323 553910 326412 268898 41400
17357 1214990 715576 607495 357988 233483 72976 -
18868 1320760 776305 660380 389153 375368 104141
21786 1525020 898673 762510 493337 477498

These proqections are based on two basic assuamptions (1)

(2
(1)

Based on the following assumptions :

(2)

(3

0.07 tons per head per year :
Based on the actual gross availability
5 = 3/ estimated yield per acre (2 tons)

in 1976.

Estimated on the basis of actual -acreage and percapita consumption.level in 1976 ( 6 = 4/yield per acre =

142

‘ 208325
Yield per acre will remain constant .

Actual Percapita- - availability will remain constant
at 1976 level (0.033 tons net’ or 0.04125 tons gross)
Fertility will decline gradually to 60 percent in the
year 2001, from the level of the year 1971 (Census)
Growth rate in 1971 = 2.2 percent and the same in-
2001 = 1.3 percent

Life expectations will reach the values 72 2 years for
females and 68 5 years for males in 2001,

2 tons)
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All the above estimates however, depend 'on two basic assumptione, il.e
(i) the actual availability per capita of végetables will remain constant
at the 1976 level and (ii) the yield per acre will remain constant. '

Table 57 shows the estimated net requirements of quantities of vegetables
according to districts depending on the mid-year population estimates 4
for 1978. The gorss quantity required according to MRI standards is 992,
880 tons whereas the same according to likely availability on the basis
of 1976 figure 1s 510090 tons. ‘The corresponding total acreage figures
are 496,440 and 255,045. ' o

Table 57-: Estimated Net Requirements of Vegetables According to Digtricts:

District = Mid year Estimated Percentage of Net Requirements (tons)
population,1978(a) total populat~ MRI Standards Likely availa~

(coo') ion, in each bility on
district % o ' the basis of 197
| 1976 actual
figure

Colombo 2972 - 21.0 166432 98067
Kalutara 808 5.7 45248 26664
Kandy 1285 . 9.1 71960 : 42405
Matale 354 2.5 19824 11682
Nuwaraeliya 468 3.3 . 26208 15444
Galle 814 5,7 45584 26862
Matara 660 4.6 36960 21780
Hambantota © 388 2,7 21728 12804
Jaffna 801 5.6 44856 26433

Mannar 90 0.6 5040 2970 -
Vavunia 111 0.8 6216 3663
Batticaloa 300 2.1 16800 . 9900
Ampara 316 2.2 17696 10428
Trincomalee 223 1.6 12488 7359
Kurunegala 1159 8.2 64904 e 38247
Puttalam 437 3.1 24472 3t 146421
Anuradhapura 458 3.2 25648 15114
Polonnaruwa 190 1.3 10640 6270
Badulla 665 4,7 37240 - 21945
Monaragala , 228 1.6 12768 7524
Ratpapura -~ 739 5.3 41384 24387
Kegalle 718 5.1 40208 : 23694
Total-Sri Lanka 14184 100.0 794304 - 408072

(a) Source: Registrar General's Office
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6.3 Price and Availability of Substitutéé and Démand for Vegatableés -

The substitutes for an individual &egetable may be the othef individual'

_ yegetablee, i.e. one vegetable vériéty can be sﬁbstituted for another.
iﬁut when we consider vegetables as a single commodlty, ~the ﬁajer
substitutes in Sri Lankan context are potatoes, dhall, meat, flsh (fresh),
'dryfish and eggs. The price’ 1ncreases and short supplies of these subst~
_itutes may have compelled the average consumer to demand more vegetables
because the latter would have been still cheaper, Higher demand created
in this manner might also'haye contributed to increased vegetable.priees.
'Masoor dhall which is prefered as a major substitute for vegetablee by the
average consumer was not. available at normal market prices from 1975 to

. 1977. Even before 1975, thiS‘1tem was issued only in limited quantities

?by the co—operatives

({

"Average prices of :the other major{substituteé are given in table 58.

Table 58-: Colomba Market Averageinicés of Major Commoditiee Used as

Substitutes for Vegetggiggl;}973~1978 (in Rupees) -

. Item ©. Unit  1973(a) 1974(a) 1975(b) 1976(b) 1977(b) 1978(b)*
1.Potaotes 1“1p., 1.18 1.59  1.83 1.88  2.32 2,53
2.Beef : 1 1b,  2.28 3,08 3.53 3.66 3.91 4.47
3.Fish(fresh) - 1 1b. 3.38 3.88 2.53 3.05 4.16 4,30
4.Dry fish(c) 1 1b. 2.83 ~ 3.69 5.25 5.83° N,A. - N.A,
5.Eggs(d) Each  0.30  0.45 0.55 0.65 0.75 0,79
Average Price - 1 1b. 0.66 - q.77] 0.92  1.00  1.27  1.64
of all vegeta- ! !
bles(e) (excluding 1eafy vegetables )

Source. (a) = Dept. of Census and Statistics (b) = Central BaﬁﬁjoflCeylonu‘

(c) = Dept. of Census & Statistics, (d)' ~= Marketing Départment.

(e) = Dept, of Census & Statistics, Central Bank of Celen.
(b)*= Average prices fer January -~ June, except in the case of egss
N.A., = Not available.
o

The ratio of substitution hetween vegetables and other commodities in terms
of quantlty is different from one substitute to another. Roughly, the
ratio per unit can be estimated as 1:1 between the first three commodities
given 1in table 58 and vegetables , %:1 between dryfish and vegetables
and 5:1 between eggs and vegetables. Depending on these substitution
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ratios, we can work out price ratios between the substitutes and vegetables
to see the relative cheapness of these commodities, from the view point

of the consumers.

Table 59-: Price Ratios(a) Between Major Substitutes and Vegetables,

1973-1978 .

Item Substitution 1973 1974 1975 1976 1977 1978

: ratio per unit ‘
1.Potatoes 1:1 1.79 2.06 1.99 1.88 1.83 1.54
2.Beef 1:1 3.45 4,00 3.84 3.66 3,08 2.73
3,Fish(fresh) 1:1 512 5.04 2.75 3.05 3,28 2.62
4.Dry fish 3:1 2.14 2.40 2.85 5,83 N,A. N.A.

5:1 2.27 2.92 2.99 3.25 2,50 2.4

5.Eggs

(a) _ Price of substitutes

Price of vegetables.
N.A. = Not available.

Table 59 reveals two imporcant factors about the relative cheapness of
vegetables éompared to the substitutes, First, the price ratios between
substitutes and veée:ables haﬁe been significantly greater than 1 (one)
showing the relative cheapness of vegetables which motivates the consum-
‘ers to demand more and more vegetables. The greater price ratios are
shown between fresh fish and vegetables and between beef and vegetables.,
‘Secondly, due to increases in demand and other factors,.the price of
vegetables has gone up at a faster rate than that of the substitutes,

This 1s shown by the decreasing trend in price ratios between almost

all the substitutes-and vegetables, especially from 1975/76.

6.4 TIncome and Purchasing Power of the Consumers and Demand for Vegetables

The increasing demand for and the resulting high prices of vegetables can
also be partly atrributed to the increasing trends in income and the
purchasing power of the.people in the country. The percapita incoﬁe, in
current terms, has increased significantly dver the last decade or sd
(see tableA60). These increases have contributed to a higher purchasing
power (indicated by the real income) of the consumer in general , except
in the years between 1969 and‘1972, and hence to a higher demand for

vegetables as a whole, among other consumer goods.
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- Table 60-: Per Capita Income in Sri Lanka, 1965—1977c

Year In Current terms In real terms'(Réji)'r:’
(Rs.) . (Deflated by cost of
living index)

1965 670 596

1966 873 599
1967 - - 0 70600 : it 615
1968 N 824 y o 678
1969 _ 875 , : 670
1970 - T 924 a B 669
1971 L Lo 928 0 ' _ 654
1972 R . 9747 646
1973 ' ©1159 0 & 701
1974 ' 1480 ‘ 797
1975% - 1623 o 818
1976* ' - 1754 - 874
1977%* : 2084 ' 1026

= Provisional estimates

‘Source: Central Bank of Ceylon

"waéﬁér, it is geneérally believed that the consumers spend decreasing

' proportions of their total income on basic staple food items as their
- income levels'riée.. This has been true to some extent in the case of™
vegétableé in Sri Lanka. For example, the proportionate. expenditure
“‘on ‘vegetables by'épending,units has been 11.3 per cent in 1953, 10.6.per
cent 1n 1963'and“8.3 per“éent in 1973, out of the total food expenaitu#e%
On the other hand, the proportionate share of the total food expenditure
spéﬁ{ on animal protien (fish, meat, eggs, milk etc;) has increased
'indicating'the increases in per capita income levels.
Hdﬁeier;“thé'consumptioﬁ_of vegetables by different: income e&rniﬁg
érohps is different from the average consumption by all income groups.
The data "given in thesConeumer Finance Surveys makes this clear. The
Consumer Finance Survey conducted by the Central Bank of Ceylon in 1973
estimated- thepercapita consumption of vegetables as a whole at 62 .

grams per day.: But, .the consumption level is less than this for. 1owet

"L Gentral ‘Bank of Ceylon (1953, 1963-and 1973), op.cit.

Cebal e
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income groups and more for higher income groups (see table 61) -

Table 61-: Per Capita Consumption of Vegetaoles by Different Income

Groups (grams per day)

Income group Per capita consumption Deviation from the
e mean

0-50 41.82 - 20.18
51-100 : 48.18 - 13.82
'101-200 50-91 - 11.09
201-400 55.0 - 7.0
401-800 58,64 ) - 3.36
801-1600 ' 71,36 - 9.36
1601-2000 : - 79.55 : - . 17.55
20013000 : 87.73 ‘ 25.73
over 3000 . , 82.73 20,73

Mean Consumption = 62 grams per day.

Source: Calculated from the estimates given in the Report of
the Sruvey of Sri Lanka's Consumer Finances 1973, Part
II Statistical Tables, Central Bank of Ceylon. ‘ _ (oo

v

With regard to different types of vegetables, it has been foun¢ tnat

the consumers attach greater preference ‘to relatively high priced
vegetables such as beans, as their income increases. Some of the
, low priced indigenous vegetablee 1ike cucumber and snake gourd have
even shown a decreasing trend in demand with increa51ng levels of
real incomes between 1965 to 1974 ll These variations ‘depend on the
varying degrees of preference attached to each individual vegetable

by the consumers in different income groups. However, the degree

of preference does not depend on the consumers taste alone. " It 18%
‘_constrained by the price of a particular vegetable itself.: For example,
even if a consumer in a relatively low-income group prefers a high '
priced-exotic vegetable, he will resort to a cheaper variety, if he,'

cannot afford it. ,

The Socio—Economic Survey conducted by the Department of Census and
. Statistics in 1969/70 presents data on the consumption pattern of
some . selected individual vegetables by different 1ncome groups. The data

1 Gunawardena, (l977), op.cit.
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gives some idea about the effect oi changes in income levels on demand.
for selected individual vegetables (see table 62),
It can be observed from table 62 that in gemeral, the consumption of

selected vegetables'has a direct positive relationship with the incqme

levels. The data also shows that the consumers attach greater pferw,uw“
ference for beans, cabbage and redpumpk;n over the other selected
vegetables, for the price of these vegetables is lower than that of

some' exotic ﬁegetables such es beet—rdot, carrot, leeks etc; "However,
consumers in the lowest income strata prefer to have 1ndigenous vege-
tables at lower prices. After reaching the income level of Rs 1, OOO/~ per

month, the consumers ‘prefer more exotic vegetables,

These differences are, however, not dependent on the income levels alone.
It should be noted that there is a great 1nterdependence between price ‘
and income as far as their _effects on demand for vegetables are
concerned,

Purchasigg_powe:_ef tﬁeeconsuﬁers also influences the price eeterminet-
ion at the retail markets. As discussed "earlier, this_hee a direct
bearing on market segmentation, e.g. formation and. developement

of pavement trade, retail market centres, supermarket centres etc,, which

cater for the CONSURers. w1th varying income levels,

The buying habitsof the consumers are to a certain extent dependent on
their income levels and purcﬁesing power. It also affects the price
fixation at the retail level. The majority of the consumers in ;gwe§§“
and ﬁiddle income groups do not have refrigeration facilities et hbme
and thexefore, purchase vegetables to fulfil the requirements of only

a day or tﬁo . It was observed during the survey that, on average,‘l to
1} 1bs. of each vegetablevwere purchased by the consumers in these income
groups, per market visit, Thus, the retailers cannot fix such a higher
price which the particular consumere visiting them cannot afford to pay.’
Consmners who have refrigeration facilities at home behave in'a different
mannet.‘ They often purchase " 23 1bs of each vegetable,per mafket visit.
However, this category makes: very l1ittle impact on the day to day price

of vegetables as a whole, at ‘retail level,



Table 62~; Per Capita Monthly Consumption of Seiecéed Vegetableg = According to Hopsehold Income Groups
(Quanticty dn 1bs,)

- A- .

 MONTHLY HOUSEHOLD INCOME(RS;)

TRy T

!ggetable Under 100 100~149 &50—199 200%3?5 " 400-599  600~799 800-922 1000 & over

- vy g s o vy vy P gy o g - ooy

Exotic

Beans 0.25 0,31 0,40 0,42 0,57 0,71 0,78 0,85
Beetroot 0,09 0.10 0,12 . 0,13 0.18 0,23 0,28 0.35
Cabbage 0.40 0.47 0,53 0,55 0.65 0.74 0.84 0.90
Carrot | 0,02 0,04 0,04 0,08 0,14 0,21 0,27 0.39
Leeks 0.05 0,08 0,09 0.13 0.21 0,26 0,25 0.37
Indigenous

Cucumber 0.14 0.14 0,14 0.14 0,16 0,17 0,17 0.30
Lady fingers  0.16 0,26 0.25 0.29 0,34 0.35. 0.44 0,42
Luffa 0.16 0.22 0.25 0,23 0.30 0.29 0,27 0.31
Redpumpkin 0.70 0.75 0.75 0,73 0.68 0.61 0.71 0.61
Snakegourd 0.25 0.26 0.28 0.36 0,42 0.43 0,39 0.35

Source: Dept. of Census and Statistics, 1973, Socio~Economic Survey of Sri Lanka, 1969-70,
Rounds - 1-4, Statistical Tables: Vol, II
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CHAPTER 7

"~ -~ CONCLUSIONS AND POLICY IMPLICATIONS

1.

The major objectlves of this study were.
(a)  To identify the trends/and seasonal variations in price

of vegetables; v

..(b) - To analyse the factors related to farm supply, marketing
and consumer demand and their iufluence on the trends in
prices, price determination, and price structure of |
vegetables, and . , o |

- (¢) To examine the pricing efficiency of the vegetable market-
ing system.

The price of vegetables has shown an increasing trend 6§er the last
decade or so, even after discounting the effect of general inflation
in the economy of Sri Lanka. The prices have shown a sharper increase

from about 1974 onwards.

The seasonal variations in prices were dependent on the variations -

- iﬁ>sﬁpp1y of each Individual vegetable according to climatological -

reasons, rather than on economic variables.Therefore, owr main concenn

- was 1o examine the factons £ead,uzg to the wc/waung Mend in the
" puce 05 vege/tabh,é. ‘

It was also deuded to examine the cause of neecwvient. Iugh price
0f vegetables- by anazyung the process of piice ddwwwtwn , pice

" sthuctune and plu.ung efficiency.

" The factors-influencingivegetable prices were analysed under three

broad headings,-i;e.,faétors related to (1) farm supply, (ii) market-
ing and (11i) consumer ‘demand.
I»
C : ) v
A mathematical model with price as the dependent variable and other

explanatory factors as independent variables would have ideally suited
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for estimating the effects-of each factor on Vegetable prices.
But this could not be done due to the obvious reason that the
consistent, accurate and quantitative series of data needed for
such an exercise were not available for each of these variables.
Thus, the study appraoch was to examine and explain the effect
0§ one variable at a time, mainly on the bas.is aﬁ the abaumpuon
that "other things nemain comtant" ‘

7. Data and information through field surveys and from various publicat~
fons and institutions form the basis of this 1nvestigation. The
'.1ntetptetations are subject ot the limitatipns_gf data and informat-
ion. - | :

8. Unless otherwise specified, the aspecrs dealt with here are on the
basis of "vegetables" as a single commodity. ‘Similarly "srice
refers to the price of the "fair average quality” produce.

9. Factons Influencing the Tnends in Vegetable Prices
9.1. Factons Related to Farm Supply

(a) The increasing trends in vegetable prices are partly attribu-
table to the fact that the production of vegetables has
remained more or less constant, while the demand has grown
with the increases in population. The thﬁ"dé An acheage showed
that only a §ew vegetables have expanded in their extent §nom
1962/63 to 1977/75.0ut of the 10 selected vegetables,only one
shows sdgnificant increases £in its puwduction throughout this period

(b) The vegetable subsector was rélegated to a sécondér§ ﬁlacéA'
--during the last decade or so, both by the producers and the
.govermment. The ne,eax;weﬂy mone pnoﬁuabze and convenient

. cneps such as potatoed, onions, du,&m cowpea, gheen gram,
tobacco etc; have offened a compeu.aon o vege,tabtu in teums
:...0f both acreage and production. This s evident from the
fact that the production and acreage of these crops have
" increased significantly during the same period when the vege-
table .subsector registers a :ece;s;on. This situation

~
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especially Affected adversely the product{on of vegetabies

in the chena lands in the dry 'zone.

The dry zone irrigation settlement schemes have encouraged
the producers to grow more paddy because it is the most
profitable enterprise on irrigated Iand from the view p01nt .

of the producers, Acoording to the producers, large scale

vvegetable cultivation on such . lands is mot only uneconomical
" but also inconvenient. - Fxpanb&on o4 duy zone &nﬂ&gaixvn Ch
settboments has also @ffected adversbly the pfwduc,twn of

chena type of vegetables because it calls §on intensified
sottled cuftivation instead of extensive chena cultivation.
1t has also been found that the Lack of marketing outlets,

“uncentainty with negand to price, Lack of watern and shortage

o4 nequined equipment and inputs have dmpeded the cul tivation

‘0§ vegetables in the majon dry-zone seitlement schanes.

The Price of vegetables has also gone up due to increases in
the cost of production associated with price hikeson land,
labour, seed, agro-chemicals, fertilizer etc,' The average
cost of production per acre of 9 selected vegetables were
calculated and these data reveal a substantial increase even
from Maha 77/78 to Maha 1978/79, within a singléf'crop'yéar.

A companison of -our estimates’ forn cabbage,. cannot and naddish

- with those estimated by an eanlien study suggests an
" incnease of about 150 percent of their avenage cost of

m0duotcon ‘per acne from 1976 to 1978

(e)

1t was found that the nex average plmﬁm 1o prwducefu.s are
negative in the case of most vegetnbles.(e.g. c carrot at
vidurupola, ‘cabbage at Boragas, beans, snekegourd'and’tomatoes
at Hewavissa, snakeédﬁtﬂ and tomatoes at Meefﬁppa;) even '’

discounting the imputed cost of family labour. Some vegeta-

‘bles are profitable (in terms of met profits) when the

imputed cost of family “labour is pot accounted. In such
cases, the’ net profit from “the vegetable cultivation can be

‘regarded as the net return ‘accruing to family ‘1abour.

However, the decreasing moémbdpty is a disincentive
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to the majonity of small cultivatons to expand the pro-
duction of vegetabfes. The net profits decrease due to
increases in the prices of factors of production and
the marketing costs incurred by the producers, given

relatively low producer prices.

In the present context, an expansion of}ac;gagg;and/or product~

' fon can keep the prices within reasonable limits to the consum-

er,provided other things remain unchanggg,But thene ane centain
conmstraints such as decreasing Ap'wﬂuqbgw'y,ahantage and
e high price of Land, Labour and material inputs. Other
majon problems neponted by the vegetable cultivatons are:
(&)  the nisks and uncentainties attached to nainfed culti-

" .vation in the absence of a cnop insurance scheme,
(id) deficiencies in extemsion senvices, and
(Lil)digficulties in obtaining institutional credit,

9.2 Factons Related to Marketing

(a) The increases in the price of vegetables are also ﬁartly

(b)

explainéd by the rises.in the costs of marketing functions
and services over time. Transport costs have gone up
comx’déndbly with incheases in prices of fuel, spare paris,
vehicles and wages. It was atso observed that the concen-
thation of transpont seavices among a few prevents any
neduction of transpont charges, which would have otheuuise
been possible with the Libernalisation of imponts of-. vehicles.

Simikanky, the cosits of containens, marketing Labour changes,

 manket Levies, nents, taxes, cost of commundication eice;

have also gone up considerably.

The countervailing institutions established by the govermment
{e.g. the Marketing Deparntment, the MARKFED | ox the co—om- '
atives have not been able 1o offen adequate competition

fo prdvate trade in vegetablfes. Their countervailing effect

has not been strongly felt due to various operational
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‘drawbacks and'diff%culties_over time.Thus, they heve' not
been able to contribute much to a policy of "keeping the
price of vegetables within reasonable limits to the consumers

and the producers”,

Fac,tou Rdaied to Consumer Demand

(a) It is dtffieqit to make estimates of quantities demanded of
each vegetaﬁle by the consumers over time. - However, available
data from the food balance sheets, Socio—Economic Surveys and
 Consumer Finance Surveys show that there has been a prograssive
reduction in per capita consumption of vegetables and that
‘there 1s a considerable gap between the optimum daily per capita
requirement ‘and per capita available: quantity for consumption.
Decreasing per capita consumption further suggests relatively
‘lower or static production levels and simultaneous increases

in total population.

(b) Increases in population have a considerable. positive effect
on demand for vegetables since it is a major food item of the
people.  Although the population has increased by 1031000 §rom
1971 to 1976, the actual available quantity o4 vegetabfes has
decreas ed by 3689 tons. Given a short-supply relative to the

demand, price increases are inevitable.

(c) The price increases and shont-supply situations of substitutes
~ fon vegetables such as dhall, meat, fresh 4ish, dny §ish,eggs
“ete., have’ compe&eed the consumens to demand mone and mone

;vegeiubleé The pr1ce ratios between these substitutes and
vegetables have been significantly greater than 1 (one) during
- 1973-78, showiné the relative cheapness of vegetables. This

"has further resuited in increased, demand and hence,ipcreased

price of vegetables subsequently.. i,

:(e)_vThe per capita income, in money texms, has. increased signifi-
cantly oyer ‘the last decade or so. Except in the years between

1969 and 1972, the reel income of the consumers has also gone

|
|
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upvrégistéring‘an' increase in their purchasing power.
This has partly contributed to a higher demaﬁd for
vegetables. Socio-Economic and Consumer Finance
surveys also suggest that there is a significant
'positive relationship between the income levels

and demand for vegetables. It 1s also evident

that the proportianate expenditure on vegetables

out of total food expenditure has decreased and

that on andmal protien has increased reflecting

the rises in per capita income levels.

Vo. Mpeca of Cwurent Price Structure Within the Private Manfzeung
System fon Vegetables:

t0.1 Price Spread and Marketing Margina

(a)

(b)

(c)

Marketing margins for 17 individual vegetables were analysed
using the mode method. The margins were calculated according

to two marketing outlets,i.e. (i) commission agent system and

(11) trucker-buyer system.

The total marketing costs incurred by the producers and the
traders are higher under the commission agent system than

under the trucker-buyer system.

The net price received by the producers is higher under the
trucker-buyer system than under the commission agent system

in the case of most vegetables. However, the broker fees

V,praid under the trucker-buyer system are larger than the sales

(d)

 commission charged by the commission agents.

In genenal, the net ptiice neceived by the producerns is below
50 percent of the consumens' piice and the gross marketing =
mangin constitutes mone than 30 percent of the price paid by
the consumens. The gnoss manketing mangins .cannot be reganded
as small by any standard since vegetables dne mosily marketed

‘L'n_"_a'h un-ﬁnocuéed{onm without cosily preparation for sale.



{
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(&Y The gnoss marketing mafllngs are nelatively higher in the
U ease oﬁ nezwudj m?ne pe/wshabf,e uegexabzu. :

() The wastage wh&ch ocwu in thansit and hand€ing 45 con-
sddenable. This 48 due #o bad packing practices and unsei-
entific methods adopted in transpont and handling. However,
the cwuvient price Abw.czwce does not provide economic incen-
tives §on adopting Auent&ﬂ&c methods of packing and transp-
ont.The share attributed to the wastage factor is, on average,
23 percenf: of the ‘co'aspmers' price.

. ‘l.
“(g) The share. oé the conAulneM puice acchuing 1o transpont and
" handing senvices 4s vleﬂy Low compared to that acc)uunq 0
thadens and the ww.s/tage gacton.

(h) The highest p'wpon,t,wln accruing Lo the middlemen is absonbed

by the netailers. This ijncludes the operating costs of the
‘retailers ‘which are’ Aot easily ascertainable. They are

- market levies, stall rents, wages and other overhead costs.

Besides, the ne/tau’,ml tond to mark up a higher mangin in ondenr
to avodid any Losses due to further wastage of vegetables at the
netail Level, es peuaug with regand 1o vegetables that are
easily perishable, They atso tend to maintain constantly high
mangins in onden o aua&d vieissitudes in thein incomes 4in
zxmeA 04 §luctuating pn&cea Most retail establishments are small
in scale in economic terms, involving large numbers of part-
time operators and family labour.

“ (1) Present study and ‘Aom.e e,a/zuu studies suggest that the gross
manketing mangins of | centain vegetables do not show any
meaningful neduction grom 1974 to 1978. |

10.2  Efficiency of the Traditiopal yarketing System
L
(a) Operational Effictency
‘ |

It is assumed that the traditional marketing system for

vegetables is operaJionally inefficient in view of high



(b)

157

marketing costs and margins, wastage of produce, technical
inefficiencies stemming from bad packing , unscientific '
transport methods etc., and physical congestion at the
major markets. This aspect needs further investigation.

Pricing Efficiency : L

The vegetable producers genenally Lack informatian negarding
prices and consumer preferences, Producens' cost is not
neglected in the consumens' price due to high gnoss marketing
margins. . Vanious impenfections in the manketing system
nender the price diffenentials between producer, wholesale
and netail markets considerably higher than the transport
cosis, handling charges and wastage plus a nonmal profit
mangin. Though the producer~price and the wholesale price
under the commission agent system are highly correlated, there
is very low or negative correlation between retail prices

and wholesale prices and between recﬁil prices and producer
prices. The correlation is low or negative even between the

producer and wholesale prices under the truéker-buyer system.

10.3 Process of Price Formation

(a)

N ¢.)

In practice, the price is determined at the wholesale Level.
The prices so determined is the fundamental basis for price
gormation at producer and netail Revels. However, this
varies according to specific forces that affect the demand
and supply process operating at each level.

Producers who send their produce direct to major wholesale
markets are paid according to the wholesale price. Trucker-
buyers .also pay the producers according to prices prevailing

at the wholesale markets where thy come from. However,



“ these prices could VaryAdepending on the degree deworking

of the fo11bwing factors.

(1) - . B

S } . :
Volume of vegetables offgred for sale by the producers at

a given point of time.
(11) 1

Number of producers and traders present at a particular market

place. '
(iii)
Quality of vegetables, .

(iv) ' ‘

o Producers' urgent financial needs.

(c)

@

- wholesale price, their oberating costs and margins and

(e)

C(vitl)

(v)

Soeio—economic relationships between the producers and the
traders,’ |
(vi) o . |
Producers' access to accu*ate price information;\“‘

RIS 1

Risk attached to perishability of vegetables.

Wholesalers base thein selling and buying prices on the
previous prices and Likely neactions they may cause on futwre
prices. Price nings, Leadenship pricing and influences of
tnaden - associations are @mon at this Level. Thus, the
wholesale prices are predetermined but can vary according
to supply by the producers and demand from the retailers.

t

‘' Rétailers determine their selling prices on the basis of

consumer characteristics.
) {

At individual market cmt/cu at each Zeuel the buying and

selling prices ane not cmnpeztctwe.__ The puce dcﬂéeﬂencu, :

P2 any, depend on the quality characteristics 05 each type

0§ vegetables and on the vafu.awm in overhead costs of the
tradens.

|
|
[
l
{
I
'
[
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10,4 Nature of competmon and Market Tmpenéecu'o_nq

(a) Various elements of imperfections operate at various. levels
which 1imit the competition among the traders which in turn
‘ esult in low producer prices, abnormal profits to the

middlemen and high prices payable by the consumers.

(b) It was observed that the oroduce collection and'trEnsport
~at the farm level in some localities were handled by one or
»two transport services/assembly agents. Some tnanapont
services enjoyed a near monopoly with /L?gCULd to the cotleet-
don 06 vegetables on diffenent days of the week and by specd-
alising on noutes. Such transpont services oﬂten contnol the
mampou at abl Levels i.e.f§rom the faxm fo the wholesafe points.

(c) Even though there 1s competition sometimes among the traders
(buyers), the producers cannot realise the benefits due to
the involvement of the brokers. Brokens ane the beneficia-
nies of this competition. -

(@) The competition among the buyens at pnoduce&‘tevei;-iﬂ it
' exists at alt, is Limited to slack seasons of hanvesting.
The producens are not benefitted here since they do not have
_enough pfwduce to eann a ugn,ch_canuly highen total Ancome.

(e) A relativelydsuall number of wholesalers’ at any given
wholesale market has a large influence on prices, as they
~cater for numerous producers and retail traders
all over the country. It is not difflcult for such
a relatively small group to work in a collusive manner and
.“_:limit the competition among themselves thereby suppreeeing
ed producer-prices and increasing selling prices, o

‘.kjﬁfl -Within a given retail markert, there is no price-competition
among the traders. Price differentials are a result of
differences in the quality of the produce and operating costs

of the traders.



10.5 Causes of 'Manke/t'lmpojtgeetibm

(a)

(b)

(c)

(d)

(e)
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Perishability oftvegefa%les and resulting risks and uncerta~
iﬁties in the absence of proeer storage facilities at the
farm level compel the producers to sell their vegetables to
an available outlet! This gives the Opportunity for the

traders to ma:ln'tain‘ a pa:_ticular price level.

The producers are in a weak bargaining position during peak
harvesting seasons. Though the farmers are in a relatively
better bargaining position during slack seasons, they do
not have enough producelto get a higher total revenue,

: ‘, |
The insulated and seetﬁered.natere of prqducer markets enables
the traders to maintain a particular price level at a given

market but differentia]“prices at different markets even in

| the same village. Due 10 poon Iﬂanépont 5ac¢£¢ixea and

madequacy o4 price wﬁommon, the pwduce,u are unable o
§4LL the gaps 4in ,suppey at particalan markets so that they
are not in a position to nealise the benefits 05 highen prices

_,pnevauxng at :choa»e ma)dzeta.

‘unow.s barniens to: enrny Anto vegu‘abfe thade Lumt the

competition. At the producer level, new entrantS\‘to transpor-

tation ‘of vegetables need heavy capital investments in terms

of vehicles ete. Even if these requirements can be met, the

new comers have to run the risks of threats and even physical

" harm by those who already control the ‘transport services,

|
The 'trucker-buyers can:come to the villages if they have
adequate working capital and access to- transport facilities.
But the existing firms (brokers and traders) try ‘to prevent
them even with physical threats. The mafor nequirements fon
new comens are (a) lznawledga about the w,aage/s,i (b} nefat-
Aonships with the producens, brokers and tradens who are
already operating in the villages and (cl lugh voLumeA 0§ -

wonking capital.
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(£) The entry dinto the wholesale vuxde of uege,tableb is verny
.dcﬂﬂ&cubt pumwwty dire to the lack of space, exonbitant
nents, nequirements of know!;edge about pe)wonne.ﬂ and
‘envinoment and expenience  Ain eve/uj aspect of whofesale
buALneAA and necwu,ty fon heavy volune 0f wonking capital

() Entng Ainto Ihe netail trade of uegeiabieb, ebpec&ally
at the Aup?jzmanketé and manket centnes, As dLMu.uu due to
- he mvolvemmt o4 z:he mndm systems, high stalf nents,
lack 06 Apace etc A long experlence in every aspect of
:vegetable trade too is a prerequisite. At the periodic
retail markets, the traders have to establish good relation-
,_’fhips with the brokers_and touts to avoid various types of

- . harassment.

(h) QThve. provision of muftiple economic senvices in relation to
vegetable wwoduction and marketing is perhaps the mosi impor-
tant facton influencing the dmpenfections. These Lnoeude
marketing, menchandizing as well as money Lendung

{1). The primary level traders, especially commission agents,
lend 1arge sums of money to their ptoducer—clients not only
A for cultivation but also for other purposes.- The repayment
of loans 1s by way of sending vegetables. The loans are
granted without any formal procedures or obvious interest
. rates. Howeven, it was obsenved that the trhadens cha/r.ged
"a hidden interest Mom the famens by under-invoicing and
paying Low anceé The wholesalers are the major money lenders.
They lend money to the producers and primary level assembly
traders as well as to the retailers. This contributes to

their dominance over pricing of vegetables.

(3) Most 05 the thanspont agenta and trucker~buyens t)uzmnou‘.
vanLouA good& grnee of change jon the producens. These friclude.
inputs needed for vegetable cultivation, consumer goods and

: nAx'

even building materials and furnitures.



(k)

(1

In some areas, primary level collectors run retail shopé

which supply consumer goods to their producef—clients on

.. .credit . The repayment of such credit is also by kind in”

|
the form of vegetables. :

|

It is the general practice of most traders, especially of

 commission agents and assembly agents, to attend the social

activities of their producer—clients and make presentation

) 'in cash and kind¢ It was lalso observed that there were

(m)

- (n)

- (o)

(p)

(@)

 even kinship ties between[the wholesalers and farmers,

wholesalers and retailers land so on,
|
|

Thiough the provision of mibtiple economic senvices and
varnious social relationships, the traders are able 1o main-

* tain a negufar clientele 0_55 producens. The result is that
the producens are ob&éged.n"ot %o bargain over prices paid
2o them and not 1o make queries about the malpraciices

adopted by their trader-patrons such as undenwedighing,
undcainvoicing ete.
|

Most producers lack informétion on current daily'market

-prices and are compelled to accept the traders' offers. They

rely on the'p:ice_informa:ion,given'by the private ttaders
and peers, N 'f

v | af~
Physical congestion at major wholesale markets often prevents
effective bargaining betwet;an-bhyers and sellers.

Co 4

Some wholfesalens specialise in centain producing areas and
in centain types of vege,tal;wu. This Leads to a monopoly

| ) /

position of a few traders over those particular vegetables.

At.éhe‘retail level, the:e:seems to be a specialisationfin
different cbnsumei.communities which lead to differential
prices, ‘Some market centres cater maihly for the diplomatic
and high income communities while some others cater for the

lower income groups. ,
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11. Imstitutional Marketing Regonm and 115 Implications On Vegetable
Prices '

11.1.The m&jor complaint against the traditional (private) marketing
system for vegetables has been the 1ssue of influence exerted by
the middlemen over the producers and consumers by
way of realising the biggest share of the consumers' price.
The majon measure adopted by the government in onder to neduce
the middCemen’s share, thus assuring a reasonable price to the
producern and a fain price 1o the consumer has been the establish-
méwt.oﬂ countervailing institutions such as the Marketing Depant-
ment (MD) , the MARKFED, and the Producesrs’ Unions. '
11.2.” Howevef, the institutional sector handles less than 25 per cent
of the total marketed surplus of vegetaﬁles, and the above mentioned
institutions have not been able to effectively influence the
price of vegetables as a whole. Operational and management
problems of these organisations which are detailed below have led

to this situation.
11.3. The Marketing Depariment (MD)

(a), The MD was estabiished in 1935, to assist the local producers
to obtain a fair price for their agricultural produce by pro-
viding an alternative marketing channal and to promote the
sale of local produce at reasonable'pricgs to the consumers.

| Though_the MD does not specialise in marketing of vegetables
alone, it constitutes a major part of the department's

activities;

(b) The MD as an effective alternative outlet was able to assist
the producers, in its initial period of operation, for realis-
ing better prices than they would have other wise obtained
from the private traders. The dynamism and the effectivencss
04 the Depantment 10 ueans ago had begun to wane.

(¢) Over the years, several managerial and technical difficulties
have cropped up leading to less dominance of the MD at the
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. producer level, compared with the private traders. The

0ffdicials at the Local mrchasing centres do ot have a 5£eu—
bility to purchase vegetables over and above the ondens placed
by the head office and to change the buying prices depending

 °',1 the Local market A{Xuauom, In most Localities, the MD

,mama vegetables from the brokens bypassing the gemuine

vegetable cultivatons. 1t also serves more the ingluential

pwducens. Maﬂpmc/tﬁce,sl of Aomg of the officens who nesont
to practices Like faksification of bites and underinvoicing

. ete., and. the odd houns at which the centres are. kept open.

 have wo}wened ﬂle sdtuation.

(a)

)

(£)

(g)

The producers in fact:shun the MD in some areas because it

pays prices lowervthah that of the private tradefs, applies

complicated grading systems which are often withgpt a reasonable
basis, does not promply pay the proceeds of sales and does

not return the,containérs of the producers.

The officials at thé‘collecting centres alone aré ﬁot rgépon*
sible for this situation. They are not in Qirect—line.author~
ity regarding prices and quantities to be purchased. One
neason forn tnein Andulgence in malpractices may be the ‘
denial of 6au,uue/.> which ane enjoyed by thein caun,tenpa/z,té
An oiﬁhe}c goverment depariments. The transport facilities

_available ‘to. the centres are certainly inadequate to cover

wider areas which come under the purviev of each collecting
centre, Quite often, the centres do not have enough gunnies
and wooden boxes used for packing of.végetables, They have

no proper storage facilities, at the centres.

The MD is'not, and cannot be, engaged in money lending for
vegetable cultivation which implies it has also no contral
over the vegetable marketing at the producer level, unlike

the private sector.

At the wholu&ke Level, ifze MD necedves uegetab!iéj 04 sub-
_ ;Atandwnd quality which further éubétanmte)s Zhe hidden. .
_Mamacaom between the aigﬁx.uau and the blwhe)us at the
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producer fevel. Moreover, the MD is unable to compete with
the private traders at the wholesale markets because it
handles only a small proportion of the total quantity tran-
sacted at this level. ' )

(h) At the retail level, the MD serves a useful purpose in séll—
ing vegetables to consumers at a cheaper rate. The consumens
preden to buy vegetables from the HD's retaik shops, but
often complain about the Low quality of the produce offerned
gon sale and the Linaccuracy of w(u'gha. |

(1) On the whole, the MD does not have an effective influence
on producer prices paid by the private traders and prices
charged by retailers from consumers, This is primarly
because it handles only a limited proportion of the total
marketed surplus of vegetables at producer, wholesale and

retail levels.
11.4. Cooperative Societies . N

(a) A co-operative society which specialises in vegetaﬁle production
and marketing is virtually absent in Sri Lanka. Some societi- '
es, however, handle marketing of vegetables as a part of
their enterprises .

(b) The only co-operative society which specialised in vegetable
trade at producer, wholesale and retail levels was the Udapa-
latha Co-operative Agricultural Production and Sales Society
at Keppetipola in Welimada area. From 1939 to 1971, until
such_tﬂme that the society was amalgamated with the Udapalatha-
Multipurpose Co-operative Society, this served the vegetable
producers in the area by way of supplying inputs, marketing
the produce ' and lending money . Even after the reorganisat-
ion (from 1971 to 1977), the society had a near monopoly

K in rendering theée services to the producers. However, after

1977, the situation has changed. Its provision of credit
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(a)

(®)

(c) B
© vegetables than the MD at the wholesale level despite the fact that
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for cultivation purposes is minimal compared with that
supﬁlied by the commiésion agents.: .The number of the
vegetable collecting centres of ‘the society has been reduced
from 18 to 9. The wholesale ‘stalls of the. society at the

Colombo market also have been reduced from 3 to 1.

(¢) The producers reported that after the reorganisation of 1972,
hitherto. successful operations of the -co~operatives with
regard to vegetable production and marketing had ceased

also in Marassana and Naranvita {Gdmpola) areas.

The Co-operative Marketing Federation (MARKFED)
The MARKFED was establiéhed in 1973 and now acts:ras an apex
organisation to serve the Multipurpose .Co~operatiVe Societies in

the sphere of agrlcultnre¢ Vegetable marketing- is only one of its

wide range of activities.' It alsc distributes agricultural inputs

to the producers on a limlted scale but is mnot 1nvolved in grant-

" ing cultivation loans.

At the }OfLOduCQ)L Level, there wene camp&vln;a that the MARKFED purch-
ased vegetables through f.he, brokens. bypcuj.é&ng the genutine cultivators.
12 atso pays Lower prices than those paid by the private traders.

Farmens have also experienced difficulties 4in geiting proceeds

of sale and thein empty  containens, back from the MARKFED.
It was observed that tﬁe MARKEED handled a larger quantity of

it has relatively a lesser number of collecting. points at the produ-

‘cer level. The quaiity of the vegetables ‘at the wholesale floor of
the. MAPKFED is also generally higher than those of the MD. However,

- the quant*ty of vegctables ‘handled by the MARKFED; isiwvery small
compared with that handled by the private sector. ,Therefore, the

MARKFED is unzble to provide an effective,compeplLlcn to the private

sector in-terms of price.
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(d) The retail vegetable trade of the MARKFED is negligible compared

11.6,

"to those of the private sector and the MD. Refail shops o4 the

MARKFED in Colombo usually serwe the conbumens in the higher
ihcome ghoups. It was observed that the retail prices were higher

than those prevailing at the traditional (privétej*market centres.

Vegetable Producens' Associations

(a)

(»)

(c)

(d)

(e)

The concept of Producer Associations is somewhat different
from the concept of Co-operatives, This was introduced and
implemented first in 1978 in Welimada area. During the time
of investigation, there were 4 of these Unions operating in

the area,

'The major objective of the Unioms is to plan and develop the

production of vegetables systematically under the guidance

of the Marketing Department thereby preventing frequeﬁt fluc-
tuations 1in supply and price. By eliminating the middlemen
at the primary level, it hopes to assure the maximuﬁ possibie

share of the consumers' price to the producers.

The Unions hope to handle every activity regarding vegetable

production and marketing which include supplying inputs and
equipment, transportation of inputs and produce, grading

and.packing of produce, obtaining specialists' services and

developing the habit of thrift among the members.

The Unions also hape to sﬁpply vegetables to various parts of
the country, This would reduce the dominance of the Colombo
wholesalers/commission agents as price makers and help balance
the demand and supply in outstations at reasonable rétail

pfices.

During the time of our investigation, the Unioﬁs. have just
begun their work and an evaluation was premature. However,
they had served a useful purpose regarding transport of
vegetables for the members. The Marketing Department was
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%handling the distribution of inputs to the producers and
had provided lorries at low hiring rates for the activities

of the Uniorsas a temporary arrangement.
'POLICY IMPLICATIONS

It must be.emphasiSEd at the outset that most of the general findings
of this stﬁdy are not entirely new, They have also been clearly pointed
out in earlier studieé onlvegetablg marketing and production, e.g,
Department of Agrarian Services (1964), The Report,.,...,(1971), A
Preliminary Report.....(1972) and Abeysekera and Semanayake (1974).These
earlier studies have given recormendations based on their own findings.
Most of these ?écommendations were aimed at (a) providing competition

to the private sector by streamliniﬁg the gtate Sgctor'marketing aétivi-
ties and (b) improving the physical sé?vices_and functions in the market-
ing system. Even these recommendatioﬁélﬁave either not been implemented
fully or have been failures where they weré implemented, as evident from

the findings of the present séudy.

It is clear that the pilecemeal approach will prove inefficient in an
”attempt to ;dlve<the complex problemslin the vegetable economy in Sri
Lanka today, and more specifically, the'problgms connected with the price
structure of vegetables. Assuring a fair priée to the producer and a
reasonable price to the consumer is a contradictory objective and with:
the existing socio-economic structure,it is not all that easy to achieve
this objective unless concrete efforts are made which have to be planned
carefully and experimented over a considerable period ‘of time, The
4following recommendations should be treated as broad guidelines for a

pl&nmed blueprint for promoting the vegetable industry in Sri Lanka,
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RECOMMENDATIONS

The major objectives of a programme designed to solve the problems in

. pricing of vegetables will be to: (1) solve the problems in the product-

ton frontier - (2) régulate various aspects of private trade, (3)

reorganise the marketing activities of the state sector and (4) stream~

line the activities of the Producer Unions.

1.  SOLVING THE PROBLEMS IN THE PRODUCTION FRONTIER

(a)

(b)

(c)

The govermment policy has so far been aimed at encouraging the
producers to keep the total acreage under vegetables as stable
as possible and to expand the production through inereased .
productivity. This is the most rational approach since
extensive cultivation will not be posszble due to worsening
land/man. relationship. New technology in terms of improved
seeds, fertilizer, agro-chemicals and scien‘bifié eultuyral
practices is essential. However, it -was evident during .
the survey that the cultivators are unable to meet these
requivements iy time. Private tz'c;de of these essential
inpute has resulted in exorbitant prices. It 18, therefore,
vital that these inputs ave distributed to the cultivators
by the co-operatives and/or Agrarian Service C(entres alone

at subsidized prices.

It was observed that cultivators in some areas. prefer parti-
cular brand names of agro-chemicals, and these were not .
available to them, whereas such chemicals were avatlable in
plenty in areas where those were not very popular. Therefore,
the institutions could, after a survey, concentrate the sell~ .
ing of particular brands of chemicals in areas where they are
mdst poputar among the cultivators. '

Institutional lending for vegetable cultivation has decreased
dramatically during the last decade. The institutions should
adopt a more liberal lending procedure towards the vegetable
subsector. However, this will be too riski, especially in the



(d)

(e)

(f)

“(g)

2. REGULATION OF VARIOUS ASPECTS OF PRIVATE TRADE
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absence of a Crop Insurance Scheme, Therefore, we recommend
that the Crop Ihsurance Seheme which is now operating in case
of paddy (and even animal huebandry) should be extended to

cover the vegetable sub~-sector as well.

It was observed that the majority;qfvvegetable cultivatore
had no proper eontacts with extension personnel and eonsequently
unaware of new methods of cultivation. It ie suggested that the

" Department of Agriculture explore the possibility of providing

exclusive extension services for vegetables.

- It was evidént‘tha#a;féw influential cultivators, egpectally

in the-dry ‘zone, purchase water pumps and lend them to the
‘average cultivators at exeecsive hire charges. It is suggested
that water pumps be made available at veasonable prices to
‘assure -water supply to the dry zone vegétable cultivators.

The Agrarian Services Cbmmzttees ean help in a rent regulatzon
scheme for the veqetable furmer who works on a land on rent,

The extensive chena cultivation will no longer be possible due
to the expansion of irrigation-settlements in the dry zone. |
During the inmediate post—settlement stages, there will be a
(short~teym) shortage of vegetables, in these new settlements.
‘Therefore, tmmediate thoughts have to be given to the ways in
which vegetables could be supblied to these areas. This factor

-~ has to be taken into account in planning the vegetable product—

ion in other aveas.of the country.

(a) It was clearly evident that market imperfections at various

‘levels of the private marketing channel lead to arbitrary price
fizing. The collusive behaviour of the middlemen in trnasport,

assembly, pricing, wholesale and retail trade of vegetables has

led to near monopoly situations, resulting in lover prices for
the producers and higher prices for the consumers. It is,
therefore, imperative that the goverwment enforces regulationg



(b)
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to assure more competitive conditions within the private
marketing system before embar¥ing onan effort to create
competition between the private and state sectors. For
example, the govermment could enforce legislation to prevent
the spectalisation of routes by private transporters and
collectors and try to assure a more equitable distribution
of lorries used in the transport of vegefables.-

The govervment should enforce legislation to prevent various
malpractices .of the private traders at primary, wholesale
and retail levels, e.g. under imoicing, under weighing
ete. - The pavement vendors not only supply low quality

produce but also apply incorrect wetghts, though they seZZ

" vegetables at cheap prices. The pavement trade of vegetables

(c)

(d)

in a sense prevents the adoption of correct me thods of grad-
ing and packing beecause it gives a ready market for low
quality produce. Thus, it would be desirable to provide
the present pavement vendors with semi-permanent/permanent
stalls thereby gradually veplacing the pavement trade. This
should be done in a careful way in which the interests of
both the pavement . traders and the low income consumers
are protected.

It is very important to eliminate the operations of the
brokers at the primary level and touts at the wholesale
level who ask for proteetion money (kappan). These two
groups increase the costs of marketing incurred by the

. producers, primary level collectors and retailers, which

are ultimately passed on to the consumers,

The inmbrtance of the improvement of the physical conditions
at the markets, upgrading the infrastructural facilities
such as roads étc; making containers available at reasonable
prices and the provision of aceurate and prompt price and
other market information can not be over~enphasized.
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3. REORGANISATION OF STATE MARKETING lACTIVITLES

(a)

(b)

()

)
aetivities of the Sri Lanka C'o-ope.fative marketing Federation -

It is evident that the Marketing Depavrtment is deeply-entrenched
in marketing of vegetables at presemt. But, it has not. been

able to provide an e_ffeetive compotition to the private sector

in order to keep the price of vegetables within reasonable

. limits to the producers and the consumers, The following.

are some of the sugge;stions which would help ensure a better
service of this institution to realise the above objective.

The quota system preéently adopted by the Marketing Department's
purchasing centres must be done away with. A more rational solution
would be to increase the Departments' activities at wholesale

and retail levels. Also, if adequate and proper cold storage

A faczZztzes are made evailable at the purchasing centres, there

should not be a problem of excessive stocks w]nch then can be
diverted to deficit areas.

!.Z_’he.gmding system pines_ently adopted by the Marketing Department -

at the producer level only discourages the producers and does

not help in any way at subsequant levels of the marketing

chain. The current retail price structure does not allow the
grading to be economical to the producers. In such circumst—
ances, a strict grading system only leads to various ma?practwes.
For example, the brokers purchase vegetables at the price of the
lowvest grade from the producers and resell them to the Marketing

Department at a higher price. Therefore, it is important to

implement a proper grading system at the retatl level too, if’
the grading at the producer level is to be continued.

These remedial aetwns ean also be adopted in streamlining the

(MARKFED), with regard to marketing of vegetables.
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4. STRI:,AMLINL’V(‘ ’7‘17’1' AC‘II vr l’llf‘ OF PRODUCER UNIONS

(a)

(b)

{e)

(d)

During the time of thie imvestigation, the Prodycer Unions ‘

existed only in the Welimada arvea. Farmers in other villages

“we studied, especially at Meeruppa, Hewavissa, Ikiriwewa and

Lumawewa, were also keen to have such unions. They realise
the value of ccllectivisation zugur»[,y, but lack institutional
bupport, at pre;o(,nt. Out view is that the "Welimada Model "
can be extended to other areas, if it proves successful in
pﬁzctice because in theory it is the best model of counter—

vailing power thot the r»ofuntry s vegetable. produ('ers can

build in order to oar’qam with the mzddlemm.

It is important for the Imions to take care of possible

influence of the mddlemfm of the areas and the excessive

f'buzmanrmtwatzrw. It is also necessary that the MD wi thdraws
" from the Umons actvmt‘ceq after their effective operation
over a pcmod of time. The Unions should essemtially 1y itrvolve

in every a.spe.ct'of vegetable production and marketing at the
producer level 7.e. wprur supply, fimancing, supply of market
information, transport ete.,if they are to compete effectively
with the middlemern thereby assuring a fair pmce to the

producers.

The Producer Unions in each area will not be able tc handle

wholesale and retail marketing activities ef, fectively, unless
some Apex organisation divect and control such activities

at the regional and national levels. The Unions, as they are
at present, can not assure even a fair price to the producers

stnce they have no contrcl over the wholesale and retatl trade

'of vegetables. Hence, vertical integration of all the aspects

of vegetable marketing at producer, wholesale and retail levels
iz essential. For this purpose, an organisation which deals
exclustvely with production and marketing of vegetables is of

utmost stgnificance.

The Unions could undertake wholesale and retail distribution of
vegetables in every major c¢ity of the country. At present a
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major pdft of the vegetable produce 1is first. transported to
Cblémbo.by the private sector as well as by the state tnsti-
tutions, and than redistributed to various areas. But,

by dispatching vegetables direct [from producing areas to
other defzczt areas of the country, as proposed, price

dszérenttals between the markets could be minimized by

= reduczng transport  and handling costs and the wastage

(e)

(f)"

factor. This will also lessen the domwnanee of private

wholesalers . in pricing of vegetable

At each ‘Producer Union' s'coZZeﬂting ?oinfs; adequate and
proper cold storage facilities should be established and

, refrzgerated transport facilities should be made avazlable.

Then, the Unions could huy vegetables without restrtctzons
on the volume and adopt scientific packing and grading

techniques. These wtll have advantagesalso zn terms of .

freshness and quaZ?ty of vegetables. Mbreovpr, veqetables
can be eupplzed systematically according to the demand
in various areas. Duerg a glut, Unions can export fresh
and quqlzty vegetgbles.

Findlly, if the unions are to be succeseful, there should
be sufficient produce, a commited membership and
efficient management. These ave the prevequisites for.

eff@ctzve functioning of any form of cooperatton.
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Level of Education of the Vegetable Grovers Selected for ths Sample Survey of
Cost of Production o

Educatiana{ Stan@ard

Vidurua Boragas
_ No. % _No.' %
" 1. No schooling 2 10.0 2 11.1
2, From grade 1 to 5 7 35,0 8 44.4
3. From grade 6 to T
G.C.E.(0.L) 7 35.0 5 27.8
4, Passed G.C.E.(0.L)
up to G.C.E.(A.L.) 4 20.0 2 1l.1
" 5, Passed A.L. and '
' higher . 0O o 1 5.6
6. Professional/
Technical
Qualifications o o 0 O
Total 20,100.0 18.100.0

b . .l
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Localities

Hewavissa Meeruppa Ikiriwewa Lunuwewa Uduvil-Keerimalai Kaithady-

_ . o Madduvil

No, 4 No. % |o. % - No. % No. % No. %

1. 50 1 5.0 15.0 3 16.7 3.8 o o
6 30,0 7 35.0 30.0 5 27.8 15.4 6 17.1
5 25.0 9 45.0 7 35,0 .8 44.4 14 - 53.9 24 68.6
8 40.0 1 5.0 3 15.0 2 4 11.1 6 23.1 4 11.4

0 0 0 0 1l 5.0 0 0 0 0 0 0
o 0 2 10,0 0 O o o 1 3.8 1 2.9
20___100.0 20 _ 1000 20_100.0 18__100.0 28 =100.0 35_..100.0
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FLET f--—;-qmn

fenurial Status

1.0wned :
(a) Singly

(b) Jointly

2.Rented/1eased/»

mortgaged
3.Encorached

4 .Jointly
operated

Total

’ @S mEmD

Total Extents. of Land Oporated by the Yegetable Growere in the Jagple at the Time of Survey

According o, Tenurxa; Starus

TR P o P P P £ PR ™

Locality

I v - o e e

.Mearuppé~ Ikiriwewa  Lunuwewa

T

Madduvil - Kaithady

‘Vidurupela- Boragas Hewavissa

Acres 7 Acres

e —— g o o von iy

Z Acres.%

4 e ——

-Acres %

-y 0 gy S

Acres % Acres

- e B e v .

Acres %

27.6 92 1 8. 75 32,7 47 75 59.7 62.88 65.0 19.5 21,7
26 .55 33.2 0.25 0.3 4.0- 4.5

-15.0 14.4 19,32

2.13 7.1 3.0 11.2 5.65 7.1 33.5 34.7 4.0 4.5 3.0 2.9 9.59

0.25 0.812.0 44.9 ~ - - 62,2569.3 52.5 50.5 -
- - 3.0 11.2 - - - - - - - - -
29.98100.0 26.75100,0 79.95100.0 96.63 100. 89,75 100 104.0 100.0 30,22
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33.5 32,2 1.31

Qggvil-Keerimalai

z

4.3

63.9

31.8

Acres -

—— ay e -

45.79
3.5

9.21

%

———

76.3
6.0

15.7

100.0

LSRRI



Appendix 3 Average Income of the Vegetable Growers! Households Duriug 1973 According to Sources
(To the nearest rupce ) + T Sh o

M S e -y =% T -

Source of Income | oo Locality
Vidurupola Boragas Hewavissa®*, Meeruppa* Lunuwewa** .  Uduvil-Keerimalai Madduvil-Kaithady(a)
Rs, % . Rs, % Rs. = % RS, %.  Rs. %  Rs. %  .Rs. ko
1.Vegeta- _ . - : . ~w
bles - 7871.00 37.2 9570.00 61.6 4602,00 32.9 11918.00 42.6 9251.00 53.3 225439,00 © ° 86.9 74391.00 22.5
2.Paddy . 1680,00 7.9 - - . 3144.00 22.4  4925,00 17.6 - - - - 11490.00 3.5
3.0ther ' , o - g . B ’
field , L :
. crops  6593.00 31.1 5091.00.32,8 188.00 1.3 900.00 3.2 3804.00 21.9 33486.00 12.9 - 236524.00 71.3
4.Animal o ' o : . E
husbandry - - 340,00 2.2 910.00 6.5 300.00 1.1 - - = - 6695.00 2.0
5.Jobs outside : - .
Agriculture ' o .
1000.00 4,7 330,00 2.1 3898,00 27.8 7350.00 26.3 1383.00 8.0 400.00 0.2 990.00 0.3
6.Renting land ‘ '
. 80.00 0.4 . - ‘- 350.00 2.5 100.00 0.4 - - - - - -
7.Renting : ' , ) '
- Equipment 50.00 0.2 - - 150.00 1.1 = - 50.00 0.3 - -  1090.00 0.4
8.0ther i .
(Trade,
Labo..ur ' . ;‘.' o U
etc., 3900.00 ' 18,5 203.00 1.3 767.00 5.5 250000 8.8 2860.00 16.5 - R - -
Total 21174.00  100.0 15534, 00:100,0 14009,00 100.0 27993.00 100.0 17348,00 100.0- 259325,00 100,06 "331180.00 100,0

¥§= Data is not available in case of Tkiriwewa.

- % = Incomplete data on the income of Vegetables, Pad&& and other field cropsv
*% = Income from paddy has not been veported , Two households did not:report income from any source-
(a)= Income data on vegetables is incomplete. ‘ . : -
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