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R E P O R T

I. Introductory

A Regional Seminar on Marketing of Fruits and 

Vegetables through Cooperatives was held at Tokyo, Japan# from 

17th to 27th Kay, 1970, under the joint auspices of the 

ICA Regional Office and Education Centre for South-East Asia 

and the Central Union of Agricultural Cooperatives of Japan.

The Seminar which was attended by observers and resource 

persons was held at the Institute for the Development of 

Agricultural Cooperation in Asia in Tokyo. The countries 

represented at the Seminar were Ceylon, India, Iran, Japan, 

Korea, Malaysia, Pakistan, the Philippines and Thailand. 

Observers were from the .PIsO, ILO and the APO, USA and Japan. 

Lecturers and other resource persons were drawn from Australia, 

Ceylon, Philippines, Japan and a consultant from the Asian 

Development Bank to present papers on specialised subjects at 

the various sessions of the Seminar.

Mr. K. Fujimoto, Chief of the International Department 

of the Central Union of Agricultural Cooperatives, Japan, while 

welcoming the delegates and observers to the Seminar, stressed 

the need for continued collaboration between the ICA and the 

CUAC in organising joint activities from year to year. He 

mentioned the gradual shifting of emphasis in the seminars 

jointly organised by the.two agencies towards more technical
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subjects and added that the Commodity Conference and the 

Regional Seminar were the two examples signifying this trend.

Mr. M.V. Madane, Joint Director (Technical Assistance 

and Trade) of the ICA RO & EC, welcomed the observers on

'<?£. *he ICA and explained the background efforts which 

led to the organisation of the two activities in Japan this 

year. He thanked the CUAC and its leadership as well as the 

past and present Managing Directors of the IDACA for their 

active collaboration in organising the joint activities in 

Tokyo. M?:. H. Togawa, Managing Director of the IDACA, welcomed 

the delegates to the Seminar and expressed the, hope that the 

deliberations would..lead io more practical results in the 

field. He added that IDACA was always happy to welcome the 

delegates from Asian countries and provide them facilities 

.available in the Institute.

II. Present Position in the Region

The delegates attending the Seminar reviewed the 

present position concerningsthe marketing of fruits and 

vegetables in their respective countries and highlighted some 

of the problems they are facing in developing this activity.

A number of delegates also mentioned the development 

programmes which they intend to undertake for strengthening 

the marketing, activity in this field. The following is a brief 

summary of the factual position in the countries represented 

at the Seminar.

1. Cevlon

The organisation of fruits and vegetables marketing 

in Ceylon was based on the overall programme formulated by the 

government. The Ceylon Agricultural Producers Cooperative 

Societies Union, which is the apex organisation of cooperatives 

producing fruits and vegetables was providing transport and 

marketing facilities both on a wholesale and retail basis.
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Sixteen per cent of the total vegetable production in Ceylon 

was at present marketed through cooperatives. The Federation 

also provides agricultural inputs and credit to the producers 

of fruits and vegetables.

The cooperative organisations in Ceylon are facing 

severe competition from the merchants who not only buy from the 

farmers but also ensure delivery of the produce by giving 

advances to the producers before the crops are harvested. There 

was also a lack of proper management with the cooperatives 

marketing fruits and vegetables and their pricing structure 

was not geared to competitive business. There was a lack of 

publicity effort and the secondary organisations expected to 

undertake these activities were rather weak. There was a lack 

of marketing and intelligence services for the cooperatives. 

There were also too many societies in Ceylon doing this 

activity and most of them were functioning as uneconomic units. 

The consumer cooperative societies' unions are not. at present 

handling perishables.

It was mentioned that the Government of Ceylon had 

appointed a Royal Commission to enquire into the problems of 

the cooperative movement and suggest measures aimed at future 

development and it was expected that the recommendations of 

the Commission/ when implemented/ would lead to the effective 

reorganisation of the movement.

2. India

The horticultural industry in India/ although spread 

all over the country/ is not yet organised in most of the 

places. As almost all varieties of fruits and vegetables are 

produced, there was a big potential for developing effective 

production and marketing to nutritionally supplement the 

diet of the large population. At present only 20-25% of the 

fruits and vegetables were marketed by lpcal producers whereas



almost 50% was handled by private traders. There was'a 

great difference in the price paid to the producer and the 

price charged by the trader from the consumers. Due to lack 

of an organised institutional structure, marketing activity 

had not developed to the extent possible. There was a 

marketing cooperative at the National, level as well as 

federations at the State level. Marketing cooperatives at the 

district or sub-district level provide marketing facilities. 

Some of the multipurpose cooperatives undertake marketing of 

produce for their members. A few specialised cooperatives 

have also been organised for marketing of fruits and 

vegetables such as bananas, oranges? apples.> etc.

There were quite a few good examples of cooperatives 

handling fruits and vegetables and they were also engaged in 

their export. As the returns to the producers were much 

higher, in respect of horticultural crops and vegetables, 

it was possible to organise successfully cooperative activity 

in the country provided sufficient incentives and assistance 

were assured to the producer. The lack of adequate grading, 

processing and cold storage facilities have added many 

difficulties to the present marketing activity. The delegate 

from India felt that as horticultural production needed 

special facilities for grading, packaging, processing and 

marketing, it was necessary to hove specialised types of 

cooperatives for this purpose. India has a number of small 

processing units for fruits and vegetables, and there are 

plans for developing large-scale plants in the country.

3. Iran

Iran was a large fruit growing c o u n t r y  and a wide 

variety of fruits and vegetables are produced under the 

different climatic conditions prevailing in the northern and 

southern parts of t h e  country. Cooperatives in Iran were 

multipurpose institutions undertaking various activities for
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the benefit of farmers. Apart from credit/ some marketing 

facilities are being provided by rural multipurpose 

cooperatives under the general guidance of the Central 

Organisation for Rural Cooperatives of Iran. The activities 

extend to storage as well as grading and packaging. Efforts 

are being made to develop communications and transport 

systems with a view to facilitate effective marketing of 

agricultural produce through urban centres. The export 6f 

fruits and vegetables is being undertaken by cooperatives 

through a number of centres established in Teheran/ Isfahan# 

Shiraz, etc. The CORC extended credit to producers until 

last year but now the work has been transferred to the 

Agricultural Cooperative Bank of Iran. There was a yearly 

review by a Committee concerning the problems of 

cooperative business.

4. Japan

The marketing of fruits and vegetables as well as 

exports by cooperatives are handled under the general 

supervision of the National Marketing Federation of 

Agricultural Cooperatives of Japan (Zenhanren). The activities 

at the national level are coordinated by Zenhanren which also 

organises direct marketing through some of its distribution 

centres. The Prefectural Federations at the provincial 

level also have their marketing outlets for the benefit of the 

producers and the multipurpose cooperative societies.

Marketing by the cooperatives is done through two 

methods, one of which is through unconditional consignment 

and the other through conditional marketing. With a view to 

achieving economies of scale and increasing bargaining power, 

the system of planned marketing and pool accounting is 

followed. This enables the national and the prefectural 

marketing organisations to sell products at the various 

terminal markets and other centres in aj balanced manner
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ensuring the delivery of stable quantities of produce and 

assisting in the stabilisation of prices. The main aim 

of the marketing structure in Japan is to enable the small 

farmer to obtain advantages which normally would accrue only 

to large producers. This is being done by joint marketing 

of the produce in the most efficient manner.

There is a very effective link between the marketing 

and the production of these commodities at various centres 

in Japan. The market intelligence arid market research 

services provided by the National and Provincial federations 

enable the multipurpose cooperatives to plan production of 

certain categories of fruits and vegetables on an organised 

basis. There are extensive grading and storage facilities 

throughout the country for these products and a few 

processing plants have also been established for converting 

the primary produce into marketable commodities. With a view 

to ensuring a continuous supply of fruits and vegetables 

throughout the year, green house production has become a very 

common practice in Japan and it is now possible to produce 

a large variety of fruits and vegetables in the winter 

months. The system of rotating the crops around the year has 

also been developed taking into consideration the supply and 

demand position in the markets. The rotation of the crops 

as well as acreage is changed from.year to year according 

to the market situation.

The farm block system developed for ensuring efficient 

production has helped the cooperatives to be very 

consistent in ensuring smooth marketing activities on a 

continuing basis. The changing food habits of the people in 

Japan and the consumption of non-traditional types of fruits 

and vegetables has given a great filip to the production of 

fruits in the country.



5. Korea

The Republic of Korea is a big producer of apples and. 

of a variety of fruits and vegetables. However, the 

proportion of marketing through cooperatives was rather low. 

Most of the fresh vegetables and fruits are sold in the market 

direct to the consumers. Agricultural cooperatives have 

established marketing centres in five major cities of the 

country where wholesale trade is undertaken in competition 

with the private traders. Although there were a few storage 

facilities they were a small percentage of the total demand 

in respect of storage, grading and processing. Except for 

the apple growing cooperatives in the central part of the 

country, specialised cooperatives have not been developed 

for handling various fruits and vegetables. Transport, 

packaging and standardization have also not been very much 

developed although efforts are being made to develop 

domestic and international trade through the National 

Agricultural Cooperative Federation.

6. Malaysia

Malaysia lias a number of tropical fruits which are 

sold both in the domestic as well as foreign markets. The 

acreage under fruits and vegetables is insignificant 

compared to the vast areas covered by commercial crops like 

rubber, coconut/ palm* oil, etc. Most of the fruits were 

seasonal in nature and owing to the lack of storage facilities 

it was not possible to sell them round the year. Vegetable 

gardens were not very developed and the choice vegetables 

were not available in plenty. Some vegetables such as onions, 

igarlic and tomatoes were imported on a large scale. The 

climate was not suitable for most of the popular varieties of 

fruits except in some areas in the Cameron Highlands. Popular 

tropical fruits such as pineapple are processed and exported 

to a number of countries. The cooperatives hardly play any
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role in this operation except in Southern Johore where direct 

marketing of pineapple is undertaken by cooperatives. However/ 

there was potential for developing fruits and vegetable 

marketing through cooperatives in Malaysia. There was also 

not much development in respect of grading# transportation/ 

market research and intelligence* The cooperatives lack funds 

to undertake marketing activities of this nature. The 

delegate from Malaysia stated that there was a need for 

developing a wholesale market/ such as the one organised by 

Zenhanren in Tokyo. There was also a lack of adequate 

cooperative retail outlets which could effectively market 

fruits and vegetables.

7. Pakistan

Pakistan had a variety of fruits and vegetables but 

most of the commodities are sold fresh in the markets 

nearest to the producing centres. Most of the fruits were 

seasonal:and a few items are processed to meet the domestic 

demand. Grading is done only by retailers and marketing 

has not been organised very efficiently even in the private 

sfector. The agents were directly connected with the 

producers and had a command over the produce even before the 

produce was harvested. In each district there were three 

to four markets which provided an outlet for selling fruits 

and vegetables by the farmers. Owing to the lack of proper 

transport and communication facilities/ it was not possible 

to market the produce at the best possible centres.

Packaging/ storage and grading had not so far been organised 

by cooperatives. The'West Pakistan Consumer Cooperative 

Society which is at present organising cooperative super 

markets plans to organise processing and marketing activities 

for fruits and vegetables also. Pakistan has regulated 

markets which restrict the freedom of private traders to 

market produce at their discretion and ensure fair prices 

to the farmers in the. disposal of their agricultural produce.



8. Philippines

Philippines was a major producer of tropical fruits,

80 to 90 per cent of which were sold fresh direct in the 

market. There were two canning factories which produce their 

own raw-material, such as pineapple. A few international 

companies have agreements with local companies for producing 

tropical crops on a commercial scale. This has ensured 

constant supply of fresh fruits to the international 

companies such as Delmonte. The delegate from the Philippines 

mentioned that there was a great scope for developing 

marketing of tropical fruits through cooperatives in the 

country.

The present pattern of producing vegetables is mainly 

through home gardens, rotation with cereals and on a 

commercial scale. There are limited specialised facilities 

for quality control, packaging, storage and transport and 

most of the packaging is done in bamboo baskets. There is a 

severe: competition from private merchants. Mention was made 

of the Greater Manila Terminal Food Market costing US$ 27 

million and which is being developed on an area of 120 hectares. 

It was hoped that the creation of this market would greatly 

assist the development of marketing of fruits and vegetables.

9. Thailand

Many varieties of fruits are produced.in Thailand, 

most of which are tropical. The climate which is warm and 

humid prevents the fruit from lasting for a longer period and 

the handling of such fruit is therefore very difficult. The 

cooperatives which have created facilities for.marketing of 

cereals have not yet ventured into the field of fruit and 

vegetable marketing on any significant scale. There is a 

reluctance to handle perishable items, since there is keen 

competition and so much risk. Mention Was made of the 

establishment of the National Marketing and Purchasing
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Federation in Thailand which is expected to be in a position 

to undertake marketing of agricultural produce including 

fruits and vegetables at a future date.

10. Australia

Australia was a big producer of a variety of fruits 

and vegetables and 90 per cent of the fruits were sold by 

seven cooperative organisations. Almost the entire quantity 

of dried fruits were sold by cooperatives/ as also 98 per 

cent of pineapple. There were extensive facilities for 

processing of citrus fruits and pineapple. The prices for 

the commodities marketed are fixed by the National Boards 

created for various commodities and the producers cooperative, 

arranges for the packaging and delivery of the fruits to the 

markets. Cooperatives have stalls in city markets on an 

individual basis. In respect of apples and pears# although 

the fruits are produced by cooperatives/ the export is 

regulated by the Boards created by the government. In 

respect of vegetables the cooperatives in Australia handle 

a very.small percentage of the total volume marketed. They 

also have a few processing facilities for vegetables. The 

farmers do not get any special or concessional credit from 

any cooperative agency and have to obtain their financial 

requirements from normal banking agencies. Processing 

cooperatives/ however/ get concessional finance from the 

Reserve Bank of Australia.

11. Remarks by Observers

The observers from the Asian Productivity Organisation 

and the UN/FAO made a few opening remarks on behalf of their 

respective organisations and mentioned the areas in which 

special interest has been taken by their organisations for 

improving production/ processing and marketing of fruits and 

vegetables. The representative of the APO made a special



mention of the Agricultural Division established in the APO 

in 1966 and added that a number of projects aimed at providing 

agricultural inputs to farmers are being initiated through 

his organisation. The representative of the FAO referred to 

the special interest of the FAO in developing agricultural 

production, processing and marketing in respect of all the 

commodities including fruits and vegetables and emphasized 

the need on the part of cooperative organisations for 

developing the necessary capacity and organisational structure 

for undertaking the production and marketing of fruits and 

vegetables. He added that FAO would be willing to offer 

technical assistance in the above fields.

Ill. Planned Production for Effective Marketing

At present, marketing of fruits and vegetables was 

based mainly on the surplus available from out of the total 

production by agricultural producers. The cooperative 

organisations, by and large, engaged in such marketing 

activity have so far attempted the marketing of the produce 

in the markets nearest to their cooperatives. The only 

exceptions in the Region were in respect of Japan and 

Australia which have a highly developed marketing and market 

oriented production system for fruits and vegetables. The 

other countries in the Region have a long way to go in 

reaching the required standards which are a pre-condition to 

effective marketing in respect of any of the agricultural 

commodities. This being the case, the Seminar devoted 

considerable attention to the question of organiised production 

with a view to developing effective marketing.

1. Kioezi District Vegetable Growers Cooperative Union

Before the question of production was discussed two case 

studies were presented** ORe on a cooperative in the Kigezi

district of Uganda and the other of a cooperative marketing
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organisation in Ceylon. The experiences of the Kigezi 

District Vegetable Growers Cooperative Union presented at the 

Seminar related to the organisation of marketing of 

vegetables in the most effective manner. The production of 

non-indigenous vegetables in Kigezi district/ which was 

started in 1914/ has been growing steadily and the local 

inhabitants developed a taste for these varieties. A 

vegetable scheme initiated in 1951 provided a, spring-board 

for initiating cooperative marketing activities through the 

above organisation. In 1961/ the Department, of Cooperative 

Development assisted in the formation of a cooperative for 

this purpose and the membership of this organisation was 

recorded to, be growlna.x rom. year—to year . Later in 1965/

its seven primary

societies. The decentralisation was attempted mainly with a 

view to dividing responsibility for buying, grading# 

packaging and other services. The main features of the 

working of these organisations was that they marketed top 

quality vegetables and provided extension services/ 

agricultural inputs and other facilities in order to achieve 

the targeted quality production. Agronomic practices were 

introduced which resulted in systematic crop rotation/ 

disease control and education of farmers. Quality control 

was strictly enforced and detailed grading by primary 

sodieties as well as additional grading control before 

weighing and buying was introduced. The Union staff also 

checked the grades while buying the product from the primary 

society. The primary societies were assisted in developing 

their accounting and book-keeping systems. The pricing 

policy was aimed _to adjust pric.as. to those of competing 

crops in order to encourage production of the desired 

vegetables. The Union/ in a very few cases, had to ask the 

primary societies to accept a lower price owing to 

fluctuations in market prices. In case of over supply, the
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society always gave the option to the producer to sell the 

excess quantity to the society at a reduced rate. The 

government assisted this process by declaring vegetables as 

controlled commodities which automatically restricted all 

the transactions through licensed dealers. The Union has a 

modest publicity campaign through pamphlets/ exhibits/ 

newspapers and radio.

2. The Paluqama “Link-up" Scheme

The Palugama "Link-up" Scheme in Ceylon (also known 

as the Udapalatha "Link-up" Scheme) consisted pf providing 

the credit needs of the farmers both for production and 

subsistence purposes/ the determination of the credit needs 

o i the producers sufficiently in advance# the issuing of 

loans in kind/ the delivery of the produce to the societies' 

collecting centres through a marketing agreement/ and the 

adjustment of the sale proceeds against the credit of the 

societies and the members through a systematic linkage 

among the financing and marketing agencies. In other words/ 

the "link up" scheme was based on a high degree of cooperation 

among the cooperatives as well as of the extension department 

of the government. The resistance provided by the private 

traders could be met only because of the effective 

coordination of these agencies. The link-up scheme was an 

attempt to bring together all the forces operating in the 

fields of production and marketing. The scheme also relied 

on education of the members/ credit on personal security/ 

and efficient management through a committee. The whole 

process of marketing was supported by an efficient, system of 

collection and transport of vegetables to the marketing 

centres. The funds for the operation were provided through 

the People's Bank.



3. An Example from Japan

To provide a basis for discussion on the question of 

planned production for better marketing# the Seminar was also 

given an opportunity to visit the Yaizu City Agricultural 

Cooperative Society and study its various facilities. In 

addition to this# a reference document was also prepared on 

the working of the society with special emphasis on the needs 

of production planning for better marketing. The society has 

attempted planned production through the organisation of 

commoditywise groups of producers within the society and by 

installing important facilities for grading# cooling and 

storage. A  very thorough commoditywise production planning 

programme undertaken by the society has resulted not only in 

production of uniform commodities but has also assisted 

marketing operations in fruits and vegetables. The 

commoditywise.groups of producers# through the.assistance 

provided toy the specialised management# have been able to 

effebt a planned distribution Of various kinds of vegetables 

on the basis of the skills and interests developed by the 

"members. -

The delegates to the Seminar were in general 

agreement concerning the need for planned production for 

feffective marketing. On the basis of the examples discussed 

at the Seminar# the delegates felt that no cooperative 

marketing activity would be meaningful unless the first 

consideration was given to the question of targeting a 

m&rkGtv Unless the cooperatives aim at a particular market# 

investigate requirements concerning quantity# quality# 

standards and specifications# they would not be able to make 

any impact in a new market. The competitors in the field# 

their capacity to sell as well as their weaknesses will 

have to be thoroughly analysed by the cooperatives if they 

were to be successful in such a competitive set up. It was
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emphasized that moist of the markets for these commodities 

were buyers' markets.

The Seminar felt that the cooperatives must 

therefore attempt a planned production of the commodities 

which they want to sell in the domestic as well as the 

foreign markets. Planned production could be undertaken 

through the reorganisation of farming patterns* establishment 

of farm blocks/ modernisation of production techniques/ 

improvement of seeds and the supply of suitable agricultural 

inputs. It was felt, that unless the cooperatives are in a 

position to supply produce of the required quantity and 

quality/; it may be futile from a long-term point of view 

to attempt the marketing of products which may not continue 

to hold the market in the face of competition from suppliers 

of superior qualities.

4. Extension and Role of Government

The delegates discussed the question of planned 

production in the context of present capacity and resources 

of the cooperatives in the Region. It was felt that for a 

planned production of fruits ancl vegetables the cooperatives 

would need adequate credit as well as agricultural inputs 

from the national or secondary organisations. The question of 

adequacy of credit was discussed in the light of requirements 

of the producer for production and consumption purposes. The 

delegates were of the view that inadequate credit is more 

harmful than no credit, and production credit should 

therefore include credit for the day-to-day needs of the 

producer. Experiences from many countries were narrated 

concerning the practice of private traderS| who can make 

advances to producers before the harvesting season. If the 

cooperatives were to advance adequate funds to the farmers 

for all their needs# it may not be necessary for them to 

seek financial accommodation from the traders. The extension
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services available through government departments or similar 

agencies should be availed of by the cooperatives and an 

effective coordination should be developed between the two 

with a view to achieving timely production of the desired 

commodities. The cooperatives should also coordinate their 

'extension activities with those of the government by timely 

supply of seeds, fertilizers as well as.adequate irrigation 

facilities.

IV. Facilities Required For Effective Marketing

1. Storage and Grading

The Seminar delegates discussed at considerable 

length the question of providing grading facilities to the 

producers of fruits and vegetables. A basis was .provided 

by an example taken from the Yaizu Agricultural Cooperative 

Society as well as the Chiba Prefectural Economic Federation 

of Agricultural Cooperatives of Japan. It was felt that in 

order to obtain maximum economic benefits for the members, 

the produce marketed by them must be brought to the 

marketing centres in the graded form rather than in bulk. The 

p.re-graded commodities would have a better chance of 

: obtaining fair prices than those in bulk. Quality control 

: and grading facili€ieS should be made available both at the 

level of the primary society as well as at the secondary 

organisations. These facilities will certainly help in 

increasing the commercial value of the product.

2. Processing

The delegates were of the opinion that'processing 

facilities by cooperatives in the Region were far from 

adequate and were not sufficiently modern. The example of 

the Leeton Cooperative Cannery Limited in Australia was 

presented as a case in point for discussion. It was felt tha 

processing activity undertaken by this cannery was
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successful mainly because of the close relationship 

developed between the producer and the processing organisation, 

the contractual obligation agreed to between the two 

parties/ the fixation of a minimum price for the fruit 

delivered by the producer/ and the willingness of the 

cooperative to absorb surplus production during peak seasons. 

The Seminar felt that with the ever-changing eating and 

buying habits of the people in the Region/ there will be 

-a gradual increase in the demand for processed fruit and 

vegetables and so the cooperatives should now take this 

opportunity of entering this field so as to gradually build 

up their capacity to meet the expected demand. It was felt 

that, the processing activity should be undertaken on the 

basis of a deliberate policy to process quality goods in 

quantities determined by the requirements of specific 

markets* On the basis of a market analysis of the area in 

which the products are to be sold the processing activity 

should be undertaken after ensuring a constant supply of 

raw-materials and rationalising the production process. In 

other words# a vety close relationship between the producer 

and the processing unit must be developed and a contractual 

obligation must be placed on the parties concerned.

Processing activity undertaken only with a view to 

disposing of the surplus will not be effective but also will 

not operate on an economic basis. The Seminar discussed the 

question of utilising the idle capacity in the processing 

plants and suggested that in order to avoid 

under-utilization/ a thorough study must be made of the 

rotation of crops in different parts of the country and of the 

availability of supplies frorq various sources. With proper 

planning it should be possible to maximise the utilisation of 

the capacity for processing seasonal crops. Where more than 

one crop is harvested it may be necessary to store one of 

them before the more delicate and perishable commodity



is processed. In order to maintain an efficient operation 

on a continuing basis, the processing unit should have a 

strong link with the producers through an effective 

transport and communication system, which will ensure the 

formulation of a realistic time-table for the delivery 

of the produce to the processing centre.

The Seminar also discussed the possibility of 

joint ventures among cooperatives and other organisations 

so as to develop technical know-how and undertake production 

of fruits and vegetables on a commercial scale. The Seminar 

suggested that the ICA should assist in exploring the 

possibility of establishing such ventures.

3. Cooperative Distribution Centre

' While discussing the facilities necessary for

effective marketing operations, examples of agricultural 

cooperatives in Japan were examined. The delegates also had 

an opportunity of visiting the wholesale centre for fruits 

and vegetables established by Zenhanren in Saitama 

prefecture near Tokyo. The special features of the 

marketing facilities established by cooperatives in Japan 

were based on the principle of a clearcut division of 

responsibilities at different levels. There was no 

overlapping in the,functions and the rationalisation of 

distribution of commodities through the central wholesale 

markets in Japan: was planned on the basis of a network of 

market intelligence throughout the country.

The marketing activities at the village level 

involved planned production and shipment, grading and 

packaging, joint marketing on the basis of pooling account 

system, packaging, storage and workshop facilities. At 

the prefectural level the organisation prepared estimates 

of future demand and supply within the prefecture, organised 

production on the basis of the estimates and regulated the



19

shipments. They also prescribed the standards, organised 

the transport system, established distribution centres 

within the prefecture, established cold storages and 

operated the central wholesale markets in the prefecture.

At the national level the organisation estimated the total 

demand and rationalised the system of production and 

shipment, not only regulating the marketing of produce 

through the central wholesale market but also organising 

exports.

The Central Organisation had an extensive market 

research and information network on a nationwide basis. It 

had distribution centres in each of the large cities and 

operated the wholesale market mentioned above. Extensive 

research was undertaken to analyse the data received from 

various sources as well as from the prefectural federations. 

The success of the Japanese marketing system was mainly due 

to the close coordination among the various agencies and 

the very effective communication system developed by the 

agricultural cooperative movement.

The delegates felt that with a view to developing 

ah"effective marketing system in their respective countries, 

it was necessary to establish market intelligence facilities 

and to undertake extensive research. There was also an 

urgent need to reorganise the marketing structures in 

order to link the marketing centres with the producing 

centres for which transport and communication facilities 

must be effectively linked. While creating the facilities 

for various marketing operations/ care should', be taken to 

see that the capacities created for grading/ processing 

and packaging should be fully utilised. The question of 

mechanising the grading and other operations should be 

dealt with taking into consideration the resources available 

within the movement as also the problem of 'surplus labour.
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The delegates discussed the Zenhanren system of 

marketing without resorting to auctions. It was felt that 

this system not only eliminates middlemen, but also ensures 

the delivery of quality products at the appointed time to the 

private retailers/ consumer cooperatives and other 

institutional groups. If proper storage and pre-packing 

facilities are available at such centres, it should be 

possible for marketing organisations to obtain higher 

returns for the producers. The delegates/ however/, cautioned 

that such a centre must be supported by effective market 

research and intelligence. The possibility of introducing 

cooperative products through bazaars was discussed and it was 

felt that this should be done only when organised marketing 

activity had not been developed. The bazaars could be used 

only to dispose of the surplus at the nearest outlets. 

However, in order to develop an efficient marketing function/ 

the cooperative must aim at creating marketing facilities 

of its own and representing its producers at the terminal 

markets in each cities. The Seminar also stressed the need 

for developing institutional marketing by cooperatives.

The practice prevailing in certain countries in the 

Region of regulation of markets by governments was discussed. 

It was felt that in order to avoid malpractices by private 

traders and to encourage the open auction of the produce 

brought by the producers in the central market/ the 

governments should be requested to regulate the markets for 

fruits and vegetables where they have not already done so.

It was mentioned that regulation of markets in respect of 

certain commodities have helped the farmers to obtain higher 

returns. In the light of experience in regulated markets for 

other items, efforts should be made to include fruits and 

vegetables into the regulated market system.



Discussing the system of unconditional consignment 

and the pooling account system, in Japan/ the delegates felt 

that unconditional consignments was the most acceptable form 

of contract between the cooperative society and the producer 

in the prevailing circumstances. As the cooperatives were 

ensuring the distribution of produce by the members through 

centres offering the most favourable terms, the producer was 

not likely to lose anything through the system. The pooling 

account system also enabled the society to operate on a 

large-scale and to influence the flow of commodities in the 

market. Most of the cooperative organisations in the Region 

were also functioning on the unconditional consignment basis 

although in a few cases outright purchases had been effected.

The Seminar devoted considerable attention to the 

question of returns to the producer vis-a-vis the ultimate 

price paid by the consumer. It was felt that as the marketing 

cooperative societies were representatives of the 

agricultural producers/ it was their responsibility to obtain 

the maximum prices for their members/ for the produce sold 

by them through the society. While marketing cooperatives can 

attempt to eliminate the profits earned by the middlemen by 

linking the production centres with the consumer markets in 

metropolitan cities, it was doubtful whether they would be 

in a position to control the prices at the retailing centres.

A question was raised whether the agricultural cooperatives 

should not take into consideration the interests of the 

consumers while fixing the prices for agricultural 

commodities marketed through them. It was felt that there 

were many factors beyond the reach of the agricultural 

cooperative organisations which operate in determining the 

price structure and it may not be possible for these 

cooperatives to pay as much attention to the interests of the 

consumers as that of the producer members.



V. Operational Techniques

1. Financial Aspects of Marketing

The Seminar discussed the aspects of marketing 

fruits and vegetables in the context of the financial 

implications which normally follow from such operations. 

Considerable time was also devoted to the question of 

stabilisation of prices and possible compensatory measures 

against price fluctuations. The discussion on general 

financial aspects was based on a case study from the 

Philippines on the working of the Atok Cooperative Marketing> 

I n c w  which is one of the five actively operating vegetable 

growers cooperatives in the Mounten province of the 

Philippines.

The cooperative which was engaged in providing 

agricultural inputs as well as marketing of fruits and 

vegetables of the members has been getting technical as 

well as financial,assistance from the Agricultural Credit 

Administration (ACA) for production and marketing under 

the ACA Cooperative Financing-Marketing Scheme. ACA also 

assists the cooperative in importing Irish potatoe seeds.

The vegetables are sold by the society to local buyers, to 

truckers,, middlemen and to some cooperatives and the 

Greater Manila Terminal Food Market (GMTFM) .

The case study brought to the notice of the 

delegates the difficulties faced by the cooperatives in 

marketing the vegetables in view of the widespread influence 

of the local traders who normally advance loans before the 

harvesting season. There were many ways of marketing but in 

many cases middlemen dominate. Even where the marketing 

activity was organised by cooperatives on a collective 

basis, the. scheme was not effective. The major difficulties 

faced were that the figures for receivables from vendors 

or retailers who obtained the vegetables on credit were 

unsatisfactory. Substantial deductions were made for
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alleged spoilage. The cooperatives failed to sell 

substantial portions of the deliveries of the members and 

had also not repaid the loans received from the ACA. There 

was also the question of mismanagement in the organisations.

The GMTFM was organised to stabilise prices of 

farm produce and to introduce quantitative and qualitative 

improvements in food production with a view to raising the 

incomes of the rural population. To achieve this aim/ the 

facilities in the market were designed to provide a 

convenient outlet for agricultural food products/ to assure 

the farmers a reasonable return and prompt payment/ 

minimise spoilage, eliminate undesirable practices and 

promote better quality production. The Atok Cooperative 

Society and the GMTFM had entered into an agreement under 

which specified quantities of cabbage and Irish potatoes 

were delivered to the terminal market. A guaranteed floor 

price was given to the society on behalf of the members if 

the actual selling price was below the agreed guarantee 

price. The marketing costs for goods marketed through 

private traders were rather high and the GMFTM attempted to 

eliminate the excess costs.

The delegates felt that the ACA Cooperative 

Financing-Marketing Scheme was peculiar to the conditions 

prevailing in the Philippines and might not be suitable 

in other countries, except with some modifications.

The group devoted considerable attention to the 

question of government participation in the financial 

structure of the cooperatives. Examples were given of the 

practices in different countries, such as government 

subsidies, loans as well as participation in the equity 

capital. The delegates felt that as far as possible efforts 

should be made to raise the capital from the members 

themselves. However, with a view to raising adequate funds
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for various development activities; it might be necessary 

in certain countries for the governments to assist the 

cooperatives in some other form. Assistance could be through 

subsidies for various activities including management 

subsidy, loans for various development purposes, grants for 

construction of facilities etc. Some delegates felt that 

the loans should be given to the cooperatives through the 

normal banking channels and not through the government 

although exceptions may have to be made in certain 

countries.

As regards government's participation in the equity 

capital, there was a divergence of opinion and some of the 

delegates did not see particular advantages iri such an 

arrangement. The Seminar, however, recommended that 

wherever possible, the cooperatives may invite the 

government to participate in the equity capital if the 

government is so willing under its normal development 

policies. Care should, however, be taken to ensure that 

the government share capital be gradually withdrawn and 

the members themselves be encouraged to increase their own 

contributions. Although government contributions to the 

equity capital might be necessary the governments should not 

exercise control over the normal democratic functioning of 

the cooperative organisations.

2. Pricing

The Seminar felt that the cooperatives should not 

overlook the fact that they have to function in a 

competitive set up and their business activities must be so 

formulated as to be able to function efficiently and without 

causing any loss to the organisation. Care should be taken 

to see that the member is not put to disadvantage as in such 

a situation the cooperatives are bound to lose the loyalty 

of their members. The delegates felt that with a view to
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minimising the hardships of the members, the marketing 

cooperatives should give a greater proportion of advances 

to the members towards the produce to be delivered by them 

to the society. There should also be a short time lag 

between the time of delivery and its marketing and the 

period of reckoning for pooling purposes should be as short 

as possible.

3. Guaranteed Floor Price

Various practices concerning guaranteed floor 

prices were discussed and it was felt that when the 

producers follow planned production according to the 

cooperative marketing scheme/ the cooperatives should be 

able to offer/ with government support/ a guaranteed floor 

price to the producer for all his produce sold by them.

The price so paid should not/ however/ result in over-supply 

and production of inferior quality. Such a guarantee 

should always be related to the quality of the produce. In 

no case should such a scheme be allowed to disturb the 

equilibrium of supply and demand in the market.

4. Price Compensation Scheme in Japan

The question of ensuring a minimum price to the 

producer was also discussed in the light of the present 

practices in Japan under the Vegetable Price Compensation 

Scheme which was explained to the delegates by a 

representative of the Ministry of Agriculture and Forestry/ 

Government of Japan. The scheme incorporates the 

establishment of concentrated vegetable producing areas and 

of a stabilised marketing system with a view to ensuring a 

steady supply of vegetables in big cities. Some selected 

varieties of vegetables are covered by this scheme which is 

applicable to five areas in different parts of the country. 

The scheme is based on a demand prospect preparediannually
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five years in advance by the Ministry of Agriculture and 

Forestry, on the basis of studies and certain assumptions 

concerning acreage, soil conditions, quantities to be 

produced and on estimates that the cooperatives involved 

in the production of these vegetables should reach more 

than two-thirds of the total quantity marketed. The 

guidance for intensified production is provided through a 

Coordinator with whose assistance modernisation schemes 

and production plans are worked out. The Ministry of 

Agriculture and Forestry subsidies one-third of the costs 

of introducing new production techniques.

The aim of the price scheme is to alleviate the 

hardships faced by the producer when there is a decline 

in the prices of vegetables and also to prevent decrease 

in the planted acreage under the vegetables. The amount of 

compensation to be provided to the farmer is given out of a 

fund known as the Association^of Vegetable Production and 

Marketing Stabilisation Fund, which was established in 1966. 

The scheme is applicable to onions, cabbages, Chinese 

cabbages, carrots, cucumbers and Welsh onions, which are 

produced in designated producing areas. The fund has been 

established under the Vegetable Production and Stabilisation 

Law, Twenty-five per cent of the contributions are made 

by the cooperative farmer members, twenty five per cent 

by the prefectural government and the remaining fifty per 

cent by the national government. The guaranteed price 

level is fixed on the basis of the sales price in the 

past years at the Central Wholesale markets in each 

designated consuming area, and is calculated by multiplying 

the unit value of the volume delivered to the market. The 

unit value of the price compensation is normally the 

equivalent of 80 per cent of the price difference between the 

guaranteed price and the average actual market price. The 

scheme does not cover the quantities which are not shipped
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to the market. However, consideration is now being given to 

the introduction of a scheme under which some compensation 

will be provided for the discarded produce which may be 

necessary as an effective measure to restore the market 

price.

The delegates welcomed the introduction of this 

scheme and felt that such stabilising measures should be 

taken wherever possible by cooperative organisations to 

ensure a steady income to the farmer as also to assist 

in developing planned production of quality vegetables.

VI. Promotional Measures

1. Market Research and Intelligence

The Seminar discussed the need for organising 

effective market research activities and building up an 

efficient market intelligence service with a view to 

increasing efficiency. It was felt that in the.absence 

of a support activity of this nature/ marketing organisations 

will not be able to model their marketing practices on 

modern business lines. Market research was necessary to 

identify the potential markets, to identify the commodities 

to be marketed, to obtain specific information on the 

quantities and qualities desired by the targeted markets/ 

and to ensure a steady supply of analytical data on the 

day-to-day market situations. There must be an effective 

combination of the market intelligence and market research 

services-within the organisation.

However, it was felt that the cooperatives 

themselves may not be able -*-o undertake market research on 

an extensive scale owing to the limitation Of funds and 

personnel. The delegates felt that the government or 

government sponsored agencies should undertake market 

research which could be used by all agencies interested in
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marketing of fruits and vegetables. The experience so far in 

the field of market research and intelligence by government 

agencies was far from satisfactory and it was felt that any 

such research to be undertaken in future should be concerned 

with the problems which are of direct relevance to the 

marketing of fruits and vegetables. Even if research is to 

be undertaken on fundamental problems it should have 

practical applicability. The priority areas should be 

identified before any research is undertaken by the 

government agencies. A commodity by commodity approach was 

perhaps the best approach in determining the problem areas 

for research/ as it is otherwise difficult to identify such 

areas. ■ There should be a very effective communication 

between research agencies and the agencies which are to 

make use of the research results. The organisations 

responsible for research should be able to advise the 

cooperatives and other agencies on the methodology of 

utilising the findings of the research studies.

The delegates also felt that in addition to the 

research undertaken by the government or such other agencies/ 

the cooperative federations at the national or provincial 

levels should have their own research and market 

intelligence departments on a commodity basis. The 

cooperatives should consider this activity as an essential 

part of their normal functions and should try to set aside 

a certain percentage of their net profits for the purpose.

The Seminar felt that at least some quantum of the 

profits should be allocated for research.

2. Advertising

The Seminar also discussed the utility of 

advertising for the various products to be marketed by 

cooperative societies. Although there was a general 

agreement that advertisement normally assists in increasing
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and the discussion centred round the training and the * 

nature of activities of the farm advisers employed by the 

primary societies. It was noted that most of the farm 

advisers had technical knowledge concerning the vstious 

aspects of production of fruits and vegetables and assisted 

in selection of the key products, identification of key 

crop producers and in the preparation of production plans. 

They, alsor assisted; in field operations and advised on the 

marketing practices on a continuing basis. The 

activities of the farm advisers were coordinated by the 

extension officer of the Government of Japan. It was 

explained that whereas the extension officer assisted in 

respect of general planning and development of agriculture/ 

the farm advisers assisted the members of the cooperatives 

in evolving specific production and marketing patterns. 

Training facilities for farm advisers are conducted at the 

primary level as well as at the prefectural and national 

levels. This was supplemented by on-the-job training through 

, attachment of trainees, as apprentices/ to the societies 

which had made considerable progress in this field.

The delegates emphasized the need for evolving 

training programmes geared to the actual needs of the 

producers and suggested that a very effective coordination 

ought to be developed between the various agencies at 

different levels with a view to making use of the 

personnel trained to the maximum extent. The question of 

evolving a pool of experts to work at various levels was 

discussed. However, it was felt that as the farm advisers 

are employees of respective cooperative societies/ it may 

not be possible for developing a cadre for this category 

of personnel/ but tfie system followed will normally depend 

on the conditions prevailing in different countries. A 

point was made that highly qualified persons working at
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secondary or higher levels of organisation should also be 

sent for field work from time to time.

4. Collaboration between Agricultural Cooperatives 
and Consumer Cooperatives

One of the subjects which came up repeatedly 

during the discussion was the question of collaboration 

between the agricultural producer cooperatives and the 

consumer cooperatives with special reference to the 

marketing of fruits and vegetables. Emphasis was often 

laid on the need for developing marketing after taking 

into consideration the requirements of the consumers. In 

other words# the marketing of produce by^agricultural 

cooperatives ought to be based on the requirements of the 

market. There was general agreement that the agricultural 

cooperatives should produce fruits and vegetables which can 

be marketed to the best advantage of the producers. 

Simultaneously/ the Seminar emphasized the need for develop

ing a direct relationship between the producers and the 

consumers cooperatives for the delivery of fruits and 

vegetables under an agreed formula between the two 

organisations. The discussion on the subject towards the 

end of the Seminar was based on examples given from the 

Japanese Cooperative Movement.

It was pointed out that there are a few noticeable 

cases of collaboration between the agricultural producers 

cooperative and the consumer cooperatives. However/ such 

collaboration was of recent origin and the total volume of 

trade involved through such collaboration was of a marginal 

nature. While the Seminar emphasized the need for 

developing such collaboration/ it was felt that there were 

several difficulties in evolving an agreed formula 

acceptable both to the producers as well as the consumers 

cooperatives. The most important factor in the process
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was the question of price in respect of which there is 

likely to be a conflict of interest between the two 

groups. However, it was felt that; the question of prices 

coiild be resolved by negotiating the price structure 

on the basis of current m a r k e t  prices and taking into 

consideration the averages over a period of time. If in 

son® cases the agricultural cooperatives have to accept a 

slightly lower price or the consumers cooperatives a 

slightly higher price, it was felt that the elimination 

of expenses normally incurred for tlje services of the 

brokers or wholesale agents may bring, in the ultimate 

analysis, greater benefits both to the producer and the 

consumer. - ' ' 'V'

The Seminar, therefore, commended the example of 

collaboration between the agricultural cooperatives in 

Japan and a few consumers cooperatives for consideration 

by other movements in the Region. It was also emphasized 

that the organisation of wholesale distribution centres 

•such as the one organised by Zenhanren in Tokyo would be 

an effective way of developing such collaboration. Through 

such centres the producing cooperatives would be able to 

deliver agreed quantities of fruits and vegetables to 

representatives of consumer cooperatives on a continuing 

basis ensuring both steady supply and quality goods at an 

agreed price.

The delegates were of the opinion that for an 

effective collaboration between the two types of 

organisations it was necessary to have a proper planning 

at both points of the marketing and purchasing operation. 

The consumers cooper stives slxnild be able to purchase 

adequate quantities of fruits and vegetables from a 

producing organisation with a view to ensuring a proper 

planning of the required varieties and quantities at the 

production end, and unless the consumer organisations
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themselves are properly organised and are able to determine 

their requirements sufficiently in advance, it will not 

be possible for the two organisations to develop effective 

collaboration,

The delegates also suggested that more information 

on cooperative marketing in different countries should be 

made available through the Information Bulletin and other 

publications of the ICA Regional Office and Education 

Centre.
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GROVERS COOPER\TIV£ UNION ' 1

FAO Regional Offi ce 
■ Bangkok

The first recorded introduction of non-indigenous vegetables 
into the District of Kigezi was about 1914 when some "European type" 
vegetables were grown. Since that time the number of these vegetables has 
increased'and farmers gradually acquired a taste for the new products in 
spite of strong preference for their traditional vegetables. Periodic 
shortages of specific types of vegetables, especially potatoes in Kampala, 
the capital of Uganda, stimulated interest in vegetables growing in this 
area, particularly during the 1940s. The attitude of the area made it 
suitable for a range of vegetables.

However, the first serious attempt to establish vegetables growing 
as an agricultural industry occurred in 1941, when the colonial administration 
implemented a vegetable scheme under which the members of the scheme would 
supply vegetables to the Kampala market .Membership was limited to the 
"official growers" whose vegetable fields had been inspected and approved 
by colonial department of Agriculture officials. All members' produce 
was purchased regardless of transport difficulties1 and marketing outlets.
This practice resulted in considerable quantities being’ left at .the buying 
centres. Therefore the Department of Agriculture which- was resp®nsible foir the 
Scheme was forced to pay the trading deficits in the initial years. In order 
to cover a wider number of growers, than those on the 'official list’ t 
produce could be purchased from non-members if increased supplies were needed. 
However, the 'unofficial' producers had to grow at their own risk unlike 
the members who had a guaranteed market. ' '•

1 . This cooperative union is located in the Kigezi District of Uganda; one of 
tbe East African countries. Uganda is a landlocked country being surrounded by 
the Cango (Kinshasa) Ruanda, Tanzania, Kenya and the Sudan. The following 
brief outline of the development of the Kigezi District Vegetable Cooperative 
Union is based on a report by F Scherer. The Development of Smallholder 

Vegetable Production in Kigezi. Ugan d a . The study was undertaken by 
Mr Scherer for the African Studies Centre of the Ifo-Institute for Economic 
Research, Munich, .Vest Germany. In 1965, the author y/as employed by the I’AO 
as Marketing Adviser to the vegetable growers’ organisation and remained 
with the Union after its formation in that year until 1968. r

T h e : district of Kigezi is located in the south-west corner of Uganda.
In 1968, the population of the district was estimated at 534,000 which 
gave a population density of about 109 per square km (281 per square mile) ,
Before independence, Uganda was a British possession although colonial
policy in the country was primarily one of upsetting the existing
indigenous administration as little as possible. All land was owned and
cultivated by Africans as there were no foreign-owoed estates or plantations.
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Certain problems had gradually emerged under the vegetable scheme one of the main 
ones being that many growers had insufficient land to allow regular planting 
as well as the fragmented and scattered holdings. In addition, farmers were 
inclined to produce a-narrow range of commodities which w®s usually determined by 
the individual--farmers tastes. -Therefore, .there'tended, to be; .little 
orientation to what the market wanted. At the same time, produce faced 
particularly strong competition from supplies of:vegetables from Kenya 
and the Congo. One of the main market advantages qf produce from these two 
sources was their regularity of supply S9 that wholesalers in Kampala could 
have considerable confidence in receiving their requests. In fact, regularity 
of supply was considered more important than quality at this stage of market 
development , - ■ ■

In order to avoid irregularities of supply of vegetables from 
Kigezi ̂ selective. production plans were introduced as an essential part of the 
Vegetable Scheme. \ member of the Scheme w a s ,obliged to follpwthese instructions 
and if he failed to do this, he.could be removed from the 'official growers 
list'. This disciplinary actionfeould also be used against growers who sold 
to other buyers. Difficulties were also experienced in educating farmers 
to incorporate vegetable production into their agricultural rotation 
patterns for subsistence and other cash crops.

In onder to control the supplyof vegetables to market demands 
in Kampala, the agricultural authorities distributed the seed. However, 
initially snoraedifficultiesi were-experienced in that farmers wanted to multiply 
their1 own seeds by allowing plants to flower. This practice quickly resulted 
in serious declines in quality. ,

The marketing of the actual products in Kampala was handled by a 
private business firm but it was claimed by the management of tWs company that 
considerable losses were incurred on their vegetable operation. Transport, 
difficulties were faced because the highly perishable commodities had to 
travel a distance of about 427 km (265 miles), to Kampala. V̂t the same time, 
some doubts were expressed about the methods of marketing employed by this 
private company and in 1960 the company retired from the marketing of fresh 
vegetables.

Establishment of the Cooperative

It must be pointed out that the original vegetables growers in 
the Kigezi district seemed to represent a certain group of farmers.
They were open minded and responsive to the adoption of modern production 
and organisational procedures . Even in 1953, endeavours were made to 
form a cooperative but most growers were not prepared to support the scheme 
at this particular period.

In 1961, after the withdrawal .of- the- private-.markcsting organisation 
in Kampala, the Department of Cooperative Development assisted in the formation 
of a cooperative. _ . . i .



Membership increased from 306 in 1961 to 1431 in 1965. In many ways, tljq v 
new cooperative followed the production and marketing lines utilised by. 
the former vegetable scheme . Seed was purchased in bulk, made up.iijto small 
packages and distributed by the cooperative. No profits were planned on 
this business operation and the price to producers was sufficient to cover 
costs. \t the same time, through the seed distribution, the cooperative 
attempted to control production to market requirement; the method employed 
by the former vegetable scheme, \s could be expected, this restrictive 
practice created a market for seed among farmers so that outaide suppliers 
such as the private trade were quick to deliver other seed to those 
farmers who sought i t ,

The cooperative scheme, again building on the basis provided 
by the former vegetable scheme, ga-ve close attention to the production 
aspects. Extension services, planting programmes, rotation patterns etc.

. were continued and expanded.

Buying arrangements

Members delivered their produce to specific buying centres. 
Commodities were purchased for cash and vegetables which could not be 
placed on the transport for movement to Kampala were left behind. However, 
private traders would usually pass the buying points before the cooperative '1 s 
transport arrived and pureh-asS the better quality produce and/or those 
varieties of vegetables which were indiort supply in Kampala and other 
markets. Therefore there was a tendency for a limited range of vegetables 
to beraaokotod from the cooperatives. The cooperative did not own the transport 
but preferred to contract. By this means," low cost transport was available 
as vehicle owners were anxious to locate a return load to Kampala.

Kigezi District Vegetables Growers Cooperative Union Ltd

By 1962 organisational patterns had begun to emerge and .it 
was suggested that the cooperative be split into several small societies. 
However, difficulties with election procedures and opposition of members 
stopped this development. In 1965, however, the district cooperative officer 
and the newly appointed F\0 vegetable marketing adviser succeeded in 
dividing the cooperative into seven primary vegetable societies and 
incorporated the Kigezi District Vegetable Growers Cooperative Union Ltd 
which started operations in \ugust 1965,

The reasons for the'decentralisation were:

\s the vegetable growing area seemed to be too large for a 
central administration, the- responsibilities were localised > 
into smaller units in regard to extension services, seed 
distribution connected with the regulation of production, 
purchase, grading and packing of the products;

The buying of vegetables was shifted over from the manager 
of the cooperative to the primary societies. They bought 
directly from their members which reduced the time spent by 
the growers awaiting for the manager and the lorry;

as grading, weighing and packing were the responsibilities 
of tiie primary societies, the buying procedure of the union 
from the primary societies could be conducted in a relatively 

short time;

b .
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cl. the setting up of a double quality control : farmer - primary society
and primary society - union,

e. by the territorial delimitation into areas, the individual '
. , has been given an .understandable concept of how the cooperative

is organised and he can influence the running of his society 
by electing the person he knows and thinks suitable as a 
committee'member. Fhe possibility of accusing strange members 
from other areas of making mistakes can bo ruled out;

f. it was easier to explain and teaqh members the. cooperative
idea and the cooperative set-up through their own small society;

g. influences from outside could be better eliminated;

hi. discovery and location of mistakes, difficulties and irregularities
could be isolated easier, For example, a particular primary society 
whose members caused overproduction of a certain commodity had to 
take the consequences in the form of buying restrictions imposed 
by the Union. Whereas, the progressive societies diversifying 
the vegetable production had not to share its profits with the 
others;

i. development of sound competition among the societies and the
possibilities1 of comparing expenses, progress and profits'. !

Organisation of the Vegetable Growers Cooperative 1

In order to ensure .some measure of control which inessential 
in the marketing of a highly perishable commodity such as fresh vegetables, 
close coordination and cooperation were maintained with means of improving 
their production. Great emphasis was placed upon the need for effective 
agricultural extension services. The number", training and methods employed 
by extension workers were examined. As a result, considerable changes in 
.training and methods occurred within the. area producing vegetables.

At the same time, extension:in cooperative'procedures was provided as part 
of the extension programme but greater emphasis.was always given to 
efficient agricultural production and marketing methods. Experimental1 
work, particularly in the testing of suitable varieties of vegetables 
for the district, was undertaken. Constant examination of the seed 1 
distribution system was a routine function in order to locate ways "1 
of improving its effectiveness.

Agronomic practices were allocated the high priority they must 
have. Cultural methods were evaluated; crops rotation patterns were examined; 
pest and disease control means w e r e _improved. The education of farmers 
to th(? correct use of chemical fertilizers was a top priority measure to 
improve production efficiency . ;
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Because of the importance of marketing, marketing extension 

methods were expanded to include the correct stage of maturity for harvesting 
to ensure that produce arrived in the distant market in good quality.
The concept of market freshness was instilled upon members. Cleanliness of 
commodities destined for the fresh market and its relationship to quality 
was a major aim of the Union’s marketing policy. Training to improve quality 
and presentation was practised.. Grading was reintroduced after the failure 
of an attempt in 1956 with committee members being trained in grading methods 
for fresh vegetables.In fact, the entire programme was carefully orientated 
to the preparation of the produce for the market.

! ;1 ’Vithin: the marketing system of the.Kigezi cooperative scheme,
thr ee quality checks were established. These >vere:

a. detailed grading at the grading tables of the primary 
societies by the committee members in charge;

b. additional control of the graded products before weighing <
. and buying, ,and

c. control of the vegetables by the union staff during weighing 
and-purchase of the product fromthe primary society.

Until 1965, vegetables were graded into first and second 
grades and subsequently bought at°graduated prices. But the 
consignments tended to become mixed during transport so that value at

the market was lowered. This system was changed into distinguishing 
good and bad quality. The primary society took the "gopd " and fanners consumed 
the "bad". It was decided:that the Kagezi vegetables must acquire a favourable 
reputation for quality so all second-quality produce was eliminated from the 
market. Also all was jairchased for one price, so that purchasing operations 
were quicker.

The Primary Cooperative Societies

These, were organised along traditional lines although considerable 
emphasis was placed upon the principle, of ' self-help' . The Union initially 
granted the primary societies a single loan to purchase vegetables but this 
was repaid within one year. The decentralisation was used to the maximum 
in evaluating and comparing the individual balance sheets from the seven.. ,. 
societies. For example; in 1965, one society distributed a bonus,but : 
subsequently, all societies renounced the granting of dividends and decided 
to use profits for improvements to their stores and to accumulate capital 
for future developmental purposes.

Within three years, the quality of primary society book-keeping 
had attained a remarkably high standard. Misuse of funds has’been limited 
to' one case blit this money was refunded by committee members.
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The Cooperative Union

Representatives of the primary societies elect nine members of the 
union at the annual general meeting. Two sub-committees of three members were 
formed and were responsible for transport and packing and for price policy.
The aim of these two sub-committees was to ensure quicker decisions on 
marketing arrangements and to reduce expenses.

Pricing Policy

The average distance from vegetable plot to store of the primary
society was about 8 k m . \t the store, the produce must pass through three
stages: grading, weighing and purchase (receipt and cash).

The guiding principle to determine produce-price has been an 
attempt to adjust prices to those of competing crops in order to encourage 
production-. The union 's price policy was based upon the average price in
the market, fixed costs of the union and losses and wastage during handling,
transport and marketing. Price fluctuations at the marketing end were borne 
by the Union and only in extreme cases did the Union adjust the fixed price 
to the primary societies. If the producer price was to be varied, the 
primary societies must be informed eight days in advance.

Buying restrictions had to be imposed in some cases because 
the seasonal nature of vegetable production is conductive to overproduction.
The manager of the union was supplied with weekly estimates of the quantities 
of each type of vegetable that th6 market in Kampala can;take. The manager 
in turn then uses these data for the calculation of the purchasing quota 
of each primary society according to the membership and characteristics of 
the particular production area. The production quota is submitted to the primary 
society on the previous market day in order to give' notice about market trends 
early enough for members to adjust their deliveries.If: oversupply was expected 
the committee of the primary society had two ways of solving this problem:

1 . to buy from each member only a certain amount of the 
vegetable in question, or

2 . to buy the whole .graded production of the oversupplied 
vegetable but at a lower producer rate so that the expected 
amount of money paid by the union for the restricted quota 
would cover the purchase of all deliveries by farmers.

Sxcess vegetables remaining at society stores were usually sold to special 
trader-delivering areas which had arisen because of transport difficulties.
Some were delivered free of charge to needy members of the community such as 
the aged poor. The programme also encouraged the home consumption of vegetables.
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Sales Organisation

In 1968, the union sent four vehicle loads of vegetables to 
.Kampala each week. There was a wholesale depot in the capital as well as 
a retail shop. Some smaller shops were maintained in other important 
rural towns. In order to assist the Union overcome competition from the 
private trade, vegetables were declared a controlled produce by the 
Government. Under this, each trader dealing with vegetables .must be. 
licensed.

The main type of sale made by the Union was contract (50-60 
per cent), wholesale 20-30 per cent and retail 10 - 20 per cent.

Factors affecting the market for Kig.ezi vegetables

The principal factors were production, competition, consumers 
and advertising.

a. production : Production was linked with past production practices, 
climatic and soil conditions, availability of essential services (extension) 
and farm inputs (fertilizers etc) .

b. Competition : This was provided by local private traders and produce 
coming from other districts of Uganda and other countries; Kenya in 
particular. Difficulties did occur when supplies from Kigezi coincided 
with those from.Kenya and the I Uganda region of Uganda.

c. Consumers : The main problem has been .the tendency for many consumers to
cling to traditional vegetables.

d. 'Xdvertising : The Union has embarked upon a modest publicity
campaign using pamphlets, exhibitions, posters, newspapers, radio etc. The 
costs of such programme^ were always carefully, weighed but the financial 
status of the Union excluded any large-scale programme.

Future Marketing Prospects

O n e : of the main problems, facin-g the Kigezi District Vegetable 
Growers' Cooperative Union is its future in the production and marketing of 
vegetables. \t the time'bf the report, end of 1968, the main market for this 
programme was contracting to institutions. TIowever, the number of horticultural 
farmers is increasing in. areas closer to the principal market outlets and 
recent marketing difficulties in th.e main cash crops of the country, coffee 
and cotton, could intensify theeompetition as farmers sh;ift. towards vegetable 

production . Kigezi cannot compete with the cheap bulky or heavy mass 
produce such as cabbage, lettuce etc from many other districts, because of 
distance. The greater altitude within the Kigezi district offers advantages 
for/the production of certain vegetables such as celery, cauliflower, pea, 

potato, carrot etc. The market increase which has occurred in Kampala for
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fresh vegetables over the last three years is not expected to continue at 
the same high rate in the future. Emphasisj for maintaining and expanding 
the fresh vegetables market will develop about potato and to a less extent, 
onion and seasonal adjustment to supply out-of-season products. Such 

, a programme will entail production planning and a high■ degree of discipline 
among members. However, overriding all these considerations will be the 
emphasis on quality. Some thought has been given to the role of 
processing in the future of the Kigezi scheme, mainly dehydration.

The concensus of opinion is that the Kigezi District 
Vegetable Growers' Cooperative Union has been successful although it 
ftas reached a .‘level of development when re-examination of its future 
is essential. Its succesgrtvithin the District is shown by the diversification 
of agriculture, an awareness among farmers that production should be 
market oriented (this feeling still needs further development) and a 
viable cooperative venture. The programme has also revealed that political 
and religious differences within the district can be overcome to the 
advantage of all membergfoy economic considerations.

Conclusions . : : .

This particular cooperative venture is of special significance 
in that it has reached a level of efficiency seldom achieved by cooperatives 
in the developing countries. The reasons for this success raise a number of 
pertinent questions for the future of any cooperative and although it is 
not proposed to examine these at length in this summary paper, they are 
worthy of discussion at this seminar. The progress: and history of the 
Kigezi programme leads to a number of hypotheses about the reasons of 
. its success. ’ ■

1 . 'Hie programme was superimposed upon a venture which was already 
operating; namely the Vegetable Scheme and its ’off icial list’ ’of growers.
In this way, much of the organisational problems had been fully or
partly solved. ,

2 . Fecause of the ’official list' growers who tended to be the;
more progressive became accustomed to discipline within ah organisational 
structure.

3. Many of the developmental difficulties had already been solved
before the Union was formed as well as a considerable amount of data on 
technical agricultural and marketing problems had been solved.

4. The Union enlisted specialist support through technical 
assistance pcgrammes.

5 . The main emphasis of the programme has been upon production
andAarketing. These have been used in a practical way to demonstrate 
that cooperatives can be organised and function successfully.

8



CO-OPERATIVE MARKETffiCOF VEGETABLES & FRUITS 

WITH SPECIAL REFERENCE TXT THE PALUGAMA LINK-UP SCHEME
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c .j .r .bcgolLagama

Senior Assistant Commissioner 
of Co-operative Development. 

Sometime Vice President, Ceylon Agricultural 
Producers* Co-operative Societies Union Ltd,

EARLY JHISTORY

Prior to World War II Co-operative activity in Ceylon was 

chiefly confined to Credit Societies so much so that this 

period is conveniently described as the era of Co-operative 

Credit Societies, as opposed to Co-operative Consumers'1 Socie

ties of the War years, the Agricultural Production and Sales 

Societies of the post-war period and the Multi-purpose Coopera

tive Societies in and after 1951* There were however a few 

Societies of a more complex nature prior to 1959* The foremost 

among them were the Estate Co-operative Stores Societies which 

were the precursers of the Consumer Societies of the war years 

and the Marketing Societies in the Northern Province for the 

marketing of tobacco which was then an export *rop.

The need for the more complex functions of marketing in 

addition to credit was recognised but it was felt that- the 

people were not sufficiently advanced in their Co-operative 

knowledge and businesss practices to make such organisations 

work successfully* The Registrar of Co-operative Societies 

whose function it was to help the development of Co-operative 

Societies makes the following •observations in the Administra

tion Report in 1933 * —

•’Marketing ( of agricultural produce) is an operation 

which-sounds delightfully easy» You have only •jbo arrange 

for all your producers to collect their produce at a 

certain place and time and1then by virtue of the improved 

bargaining power which you get from handling a large stock 

and reduced cost of transport, proceed to sell at an 

increased price# Actually however, it is extremely diffi- 

cuot as very little experience soon shows *- Firstly the 

collection breaks down. One of your producers is cut off 

by an impassable stream; many others have gone for a 

wedding and will bring theiar stuff tomorrowi When your



lorry arrives, many more have been 'beguiled by & little

hard cash and promise of more into selling to the local 

trader; others are tied, to the village boutiquewkeeper 

who has advanced money. If they do not give him their 

produce, he will put them in Court and sell their lands* 

But they never told you a word of all this when they 

promised to bring their produce* Usually there is suoh 

a break-down at this stage that the whole soheme collap

ses* But if you surmount all this there are plenty 

more* Your individual members must have cash and cannot 

■wait for it. You can only afford to pay a conservation 

fraction of the anticipated final price but to do even 

this, you need a large sum of money which you haven’t 

got and cannot borrow because no one will lend on the 

security of produce which has not been collected to a 

Society which will very likely collapse. If you have 

got that far you have next got to get it sold without 

illicit commissions, work out transport costs and other 

expenses and the balance to be distributed to producers 

scattered all over the country* Throughout the whole 

transaction you will be dogged by the mistrust of the 

original producer who has parted with hifc • produce 

on a partial payment and strongly suspect that distant 

people whom he does not know have cheated him or will 

shortly do so. Needless to say that this mistrust and 

suspicion is actively fostered by the agency which 

iormei’ly bought these goods and have no desire to be 

ousted by your organisation! On a Co-operative basis 

all this has to be done by an association formed by the 

producers themselves viz, the cultivators pitted 

against traders, to beat them at their own game and to 

oust them from a market which they already holdj"

The above paragraph written over 35 years ago typifies the 

problems relating to the marketing of vegetables then* You will 

perhaps agree that the problems remain much the same today*

In the years that followed several attempts were made in 

the direction of marketing. The earliest of them was the Co-

operative Central Vegetable Market in "Colombo registered in 

1935 which had to cloBe down far vant of support from the pro

ducers induoed in partly the Society’s inability to deal with 

them except on a commission basis and contributing in its turn 

to a lack of interest in the Market on the part of the buyers 

who will not waste time among half-filled stalls •* Consequently



ttie Market intended for Co-operative Marketing was handed over 

to the Government Marketing Department,

Another organisation was the Ceylon Fruit and Minor Produce 

Co-operative Society which also failed in about 1936 because of 

costly overheads. It failed to secure the allegiance of growers 

in Nuwara Eliya who continued to patronise the private commiss

ion agents who sometimes purchased outright and also granted 

advances on a lien on crops. The traders got the quanlity 

produce and the Co-operative was used as the dumping ground of 

low grade quality.

These early failures were perhaps practioal lessons to the 

next generation of Cooperators among whom was the necessary 

leadership and the knowledge of Co-operative principles to 

speed them off to fresh efforts.

The earliest among the successful marketing organisations 

was the Mirineriya Co-operative Marketing Society in the field 

of grain marketing and the Palugama Vegetable Marketing Society 

now known as the Udapalatha Co-operative Agricultural Product

ion and Sale Society both of which came into existence in 1939* 

It is to this latter organisation that I would focus your 

attention. The Co-operators of Palugama most assuredly rank as 

the Pioneers of Co-operative Vegetable Marketing in Ceyloni 

This achievement is all the more praiseworthy When one considers 

the fact that it was a spontaneous growth born of the economic 

needs felt by the producers themselves as opposed to the Agri

cultural Producers Societies of the J-ater period, which sprang 

up as a result of Government policy,

Palugama is the name of the village and menans ’'Deserted 

Village" as indeed it was till some early colonial administra

tor seeing the poor economic condition of the village gave them 

encouragement and advice to grow exotic vegetables such as 

Cabbage, Carrot, Beet, vegetables which had a ready market in 

the distant towns particularly Colombo and Kandy* The, experi* 

ment proved a success owing to the favourable conditions whioh 

were ideal for vegetable productionf Vegetables grew in great 

P*^**ion and a new agricultural pursuit dawned on the village. 

But as .saying *more honey" brought in"more flies" in

the form of traders, money lenders, collectors of vegetables*

The result was a permirous system of credit where the rates of 

interestj hidden and direot, rose to unbelievable heights a# 

much as 300$ per annum, Thus the economic condition of the 

village was barely above subsistence level under the yoke of
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the village money-lender, boutique keeper, the land grabbing 

rich relation, the collector, and private commission agents 

controlling the wholesale markets.

In this envoirenraent the first step in the development of 

Co-operation was the formation of a chain of credit societies 

in 1934 to help the farmers.with their financial needs mainly 
production loans. By 1939 there were 18 such societies with 

Unlimited Liability serving an area of over 40 fequare miles. 
These credit societies helped the producers to loosen their 

bondage to the money lenders and thus to become to some 

extent free agents in the marketing of their produce for 

which purpose they had yet to depend on the village collector 

and the private commission agent. Thus the organisation of 

the Marketing Society was but a logical step towards obtaining 

further benefits in .the field of marketing. For the perfor

mance of marketing functions, small units were clearly uneco

nomical and ŝ> the entirety of the village covered by the 

separate credit societies was selected, as the area of operation 

of the Marketing Society which was registered in 1939* The 

members also established a Co-operative Stores Society for the 

procurement of consumer goods.

HATOLING^JJDAPALATHA _C . A * P_&J>. _SOC IETY

To form a Marketing Society at the producers* end. was one 

thing} to secure a foothold in the terminal wholesale markets 

in Colombo Was quite another, in the teeth of opposition from 

the private Commission Agents who had been in that business for 

several generations. A small space about 30 square feet was 

obtained for them by Government after much effort* In 1939 

their Society sold vegetables to the value of Rs.5200/=* but by 

the end of the year it had incurred & considerable loss and had. 

almost been throttled out of existence by the •fl'Iles and propa

ganda of hostile vested interests. On one oooasion even the 

lorry drivers were bought over by the enemy and delivered the 

vegetables to the enemy Instead of to the Society's Stall.

The Registrar of Co-operative societies commenting further 

states: -

’'An intensive drive is now being conducted to canvass 

the active loyalty of members and a soheme of reorga

nisation based on a measure of State support has 

been proposed to Government* It is beooming increasing 

ly- clear that without reasonable State support the 

organisation of Co-operative Marketing la rural Ceylon 

stands but better chance of suocess under present 

conditions*"



The War years showed out the importance of this Co-operative 

organisation in Colombo as an effective rival organisation to 

check the abuses of private Wholesale Dealers who were prone to 

jack up prices on the slightest pretext* It is of course, well 

known that Co-operative Consumer Societies were set up to combat 

the problem of equitable food distribution in Ceylon during the 

War years. Similarly even in the field of agricultural market

ing this single Society was able to prove its worth as an 

instrument to check the inrodinate rise in prices of vegetables. 

In these circumstances the Government gave them necessary 

assistance by way of transport vehicles which were vital for the 

regularity of supplies but this was no solution to their problem 

of adequate space.

The marketing difficulties experienced by this Society and 

of similar producers’ societies could not however be solved 

without a suitable market in the City and to meet this situation 

a Co-operative Central Market located near the business Centre 

was suggested as a solution. Any Co-operative Society wanting 

to do wholesale or retail marketing in vegetables, fruits or 

grain could hire its,own stall and commence its business in this 

market,

market

The Co-operative Central Market as this was called became 

a reality in 195*1 and was placed under the control of the 

Commissioner of Co-operative Development and the first among 

the many Co-operative Societies that came to occupy this Market 

was the Udapalatha C.A.P. & S, Society as a Wholesaler and 

Retailer in Vegetables, There were also other vegetable 

marketing Societies that came in as vegetable wholesalers. In 

all 23 Societies came to occupy the Co-operative Central Market,

This method of constituting a wholesale market had its own 

defects. It meant that each separate Society had to maintain 

a separate staff of employees and to make its own transport 

arrangements. Furthermore it created a situation where one 

Society appeared to compete with its neighbour for the patro

nage of the retail trader or consumer. Several societies found 

it quite uneconomical to run the separate stalls in the Central 

Market and abandoned the scheme. Even the Udapalatha C.A.P. & S 

Society found it difficult to cope with situation as supplies 

were inadequate to run a wholesale market successfully* It was 

not entirely to overeome this situation that certain reorgani

sation measures were adopted at the producers* end - measures 

which constitute the ’Link-up Scheme’.



Marketing is, as you know, not a problem that can be tackled 

in isolation. It is'but th<; final stage resulting from product

ion and if a Co-operative Marketing Scheme is to be successful, 

the farmer must be helped w:„th tha complete range of services 

he needs in at least the same way the private wholesalers and 

traders# In tliis regard tlie priv-ito traders had’built up a 

system of credit and supplies during the last 80 years ever since 

the Wholesale Markets became an established institution in Ceylon. 

The Udapalatha Society had always been appreciative of this fact 

but a complete range of services was not easy to organise as 

there were the Co-operative Credit Societies issuing credit, the 

Stores Societies selling the consumer goods for cash, while the 

Udapalatha C.A.P. & S. Society serviced the members in regard to 

agricultural requisites such as seed and fertilizer. All these 

institutions were separate and constitutionally independent of 

each other and it was therefore necessary to bring about a 

closely co-ordinated working arrangement to obtain the best 

results,

GHEME

This working arrangement which was called the "Link-*up"

Scheme consisted in the following measuress-

(1) A member's sessonal 'credit needs, both for production 

and subsistence were to be carefully assessed by each 

of the 18 credit societies.

(2) The total of the requirements of all members consti

tuted the capital required by the Society, It was 

thereafter easy to decide what part of this sum was 

to be borrowed from the Co-operative Bank*

(3) The Co-operative Bank was to finance up to this extent 

by arrangement.

(4) Once the loan was approved by the Bank the Society was 

in a position to finance the ,producers, in instalments 

which the Committee decided, having due regard to his 

needs. This financial assistance was not issued to the 

member direct as cash but channelled to the village 

Stores Society if it was for procurement of food, or to 

the Ud&palatha C.A.P. & S. Society if it was for the 

supply of seed or fertilizer,

(5) When the reaping season commenced the producers had to 

bring all their vegetables to the Society's Collecting

/Centre in terras of the Marketing Agreement^



(7) After sale was effected ihe Udapalatha Society had to 

remit each Society's sha^e of proceeds with the 

necessary Invoices to the Bank A/c of the respective 

Societies.

(8) Each Credit Society woulc thereupon credit each member's 

share of proceeds to his personal account* When the 

members loan account was settled the proceeds thereafter 

would represent his savings for the season.

As you will see a high degree of co-operation among the 

Co-operatives was necessary ..to implement this scheme and this was 

made possible through the Departments Extension Staff and the 

large number of Committee members and Office-bearers of Societies, 

who worked very intensively to bring it to a successful pass.

The obstacles in the way of success were tremendous. Many had to 

counter the powerful influence of the private traders who had 

built up a very wide and flexible syntem of credit and marketing.

The beneficial results of the Scheme were readily seen by 

the increase of loans granted through the credit societies, the 

larger Volume of business of the Consumers* Societies and finally 

by the increase in the quantity of vegetables handled and the 

sale3 effected through the Marketing Societies, The following 

statistics illustrate the effectiveness of the ’Link-up' Scheme 

over the first 10 years

<|3

Year { Quantity in| 
! ewt, ;
i 1 1 t

Marketing
Turnover.

Rs.

JTurnover in { 
} Consumers ' } 
J Society }

Loans in 
Credit 

Societies

195^ 10.421 234,36? 443,181 117,989

1952 8,869 263,000 777,000 143,000

1954 17,800 426,000 876,000 240,000

1956 25,000 587,000 1 ,252,000 293,000

1958 . 30,700 883?000 1 ,251,000 308,000

1960 56,000 1 ,185,870 1,316,000 332,797

The following observations made by three successive Commission

ers of Co-operative Development, all of them very eminent 

authorities, on Co-operation are of interest, Mr.S.C. Fernando the 

first of them says in his Administration reports

" The activities of this particular C.A.P & S. Society have 

received international recognitions (all the FAO/lLO paid 

it a visit in March) and as the home of the world famous 

‘Link-up1 Scheme it is attracting foreign Co-operators and
• • t ‘ c.«
even students of Sociology."
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A few eredit societies in 1934 helped to raise the 

people from abject poverty and to loosen a little the 

financial grip of the trader. These Co-operatives nexi 

established a Vegetable Sale Sooiety in 1939* After 

bitter battles with the private trader who was beating 

down the price of their Luscious English* vegetables 

into a pulp ( *0i> Cents for a big cabbage was usual and 

,10 Cents for 100 beans) they gradually began to raise 

their heads above the level of their vegetables and 

convert their rude shanties into U®11 shaped dwelling 

houses of stone. Hundreds of these arfe solid morljiinents 

due to a mighty Co-operative effort in whioh the late 

Rt*Hon. D,S*Senanayake, then Minister and Mr, G» de 

Soyza, then Registrar both joined hands more than once 

at least to ensure fair play in a grossly uneven 

struggle*

As a Vegetable Society its main functions were 

transport and sale and there was no direct link with 

Credit Society activity. The Government Pood Production 

Drive brought it into the main scheme of C.A.P & S. 

Organisation and it bacame one such as any other* But 

its main roots are very deep and the atea could boast of 

a Co-operative Store even before the bfeg Drive of 1942* 

The keen interest of co-operation suggested to them the 

working of all 3 types in combination and the famouns 

^ink.-up* was born with 5 Stores and 18 Credit Societies 

operating in its area,

L^st year the Udapalatha Society handled 18,958 Cwt. 

of Vegetables,an-increase of 1,7*8 Cwt, over the previous 

year* Its main outlets are the New Market and the Co

operative Central Market* Udapalatha has been noted for 

great local leadership and special mention must be made 

of its two Presidents and the Assistant Commissioner who 

launohed the *Link-up' Scheme,1'

JMr.S.B.Yatawara, who succeeded MlSS.C, Fernando in 1955 as 

Commissioner of Co-operative Development says of this Society*

"Any account of this Socid£y without referenoe to the 

other Societies with which it works in eo-o£dination 

would be incomplete* The cultivators obtain all the 

eredit needs from the village credit Sooietiee, of which 

they are members and supply their produce to this Society 

for sale* This Society sells the produce, pays their 

debts to the Credit Society and grants them credit at the



local Co-operative Store from which they can purchase goods.

In addition to selling for the members their produce the 

Society also arranged to supply them with good seed,^ 

insecticide and manure* Mr.J.P.Nuttall who spent four 45 
months in Ceylon, referring to the Co-operative system at 

Palugama in this book "Co-operation in Ceylon” says*

"this Marketing Society by Link-up has centralised 

finance in the Store and made all transactions 

between the various sections a matter of book-*keeping 

only* This in effect creates credit. It has ensured 

the recovery of loans by the Credit Society from 

produce, marketed and it has resulted in a olosely 

integrated attack on the trader on all fronts - 

produce marketing, Credit and Supply. The members 

have a realistic price for produce and the whole 

area is more prosperous."

During the year 1955 it had sold 21,905 Cwt of vegetables 

at a value of Rs*41 5,000/=>.

Not long after this report was written,, this area and in fact 

the entirety of Ceylon had a radical change in the Co-operative 

structure, for in 1957 we saw the ushering in of the Multi-purpose 

Societies movement* This resulted in the conversion of the 

Udapalatha C.A.P. & S Society and the seven Stores Societies which 

were participants in the Scheme, into Multi-purpose Societies, 

each capable of attending to all the 3 functions of Credit, Supply 

and Marketing independent of each other. The Credit Societies 

became superfluous in this context* The impact of this change is 

reflected in the report of our nex-fc Commissioner* Mr*P*E.Veeraman, 

who says in his Administration Report of 1960 aa follows**•

"The link up scheme obtaining in Palugama is an integration 

of 18 Credit Societies of unlimited, liability, one Agri

cultural Production and Sales Society and seven Multi

purpose Societies (formerly Stores Societies)* The member

ship in the C.A.P. & S. Society decreased by1 251 to 562 

vhile that in Credit Societies increased by 31 to 813 and 

that in Multi Purpose Societies by 1213 to 2073* total

of cash credit loans granted by the 18 Credit Societies 

under the Scheme was Rs*332,800/« as against Rs*454»000/“ 

last year* The total of loans recovered was Rs ,$27 ,

The reason for the reduction in the cash borrowings of the 

year under review is that many loans were given by the 

Multi-purpose Societies in the form of manure, seed, 

implements, inseoticides, sprayers ete*"



Thus with the growth of the Multi-purpose Societies, which 

were competent to handle all the three services of Marketing, 

Credit and Supply, the need for separate Credit Societies which 

were not convdrtible into Multi-purpose Societies ( by nature 

of their small size) ceased to exist and therefore the tri- 

euagular ‘Link-up1 so dear to the Co-operators t>f the earlier 

period of single-purpose Societies gradually gave way to a 

♦wo—way Link-up between the Udapalatha C.A.P. & S. Society 

functioning as the marketing organisation and the 10 Multi

purpose Societies functioning as the Credit and Supply organi

sations* The Credit Societies continued to linger but they 

ceased to be active suppliers of credit*

The Lin-up Scheme was essentially an intelligent approach 

to the complex problems of production and marketing in the 

context of Multi-purpose Societies performing separate funct

ions* Its success was the result of several factors. The 

first of these was Co-operative education whioh was cohsidered 

essential for the efficient working of a Co-operative Society. 

Principles of controlled credit on personal security, demo

cratic control and efficient management by the Committees were 

ingrained into co-operation before a Society was registered.

To see to all this there were well-trained extension personnel 

by Way of Co-operative Inspectors and Honorary (education) 

Supervisors. In recent years this aspect of Co-operative 

education has not received the same degree of attention* It 

was therefore not surprising that the system weakened consi

derably with the coming of the Multi-purpose Societies where 

the office bearers and Committee, members were not adequately 

trained to carry out their responsibilities. The granting of 

loans for agricultural production under the Co-operative Agri

cultural Production & Sales Societies Scheme sponsored by the 

Government in and after 1948, undermined to some degree the 

high standards of repayments . that were maintained by truly Co- 

opearive organisations and in consequence the credit issued 

through both Credit and Multi-purpose Societies was not so 

closely supervised* The result was that in a large number of 

cases* Default was much larger than before.

This situation tended to drive the producer back to the 

hsnds of the money-lender even private traders. A survey was 

made in 1 9 6 5 by Mr.L.E.Pickett , an I,L»0, Wxpert who ssyss-

wMany producers were still suffering at the hands

of the private money-lenders even after 20 years otf



Co-operative activity in the area. One of the reasons 

fpr this appeared to be that so many producers' depend 

on the localf .rather small, Credit Society for his 

production loans. Several of these small societies 

visited during the survey seemed to be both from the 

point of view of management standards and of financial 

viability to be unsuitable as financing agents for 

cultivation loans. On tho other hand the large and 

well organised Udapalatha C.A.P. & S. Society had given 

and was continuing to give assistance in credit for 

cultivation needs which have considerably alliviated 

the burden for many producer members# Moreover the 

record of repayment at Udapalatha was excellent where- 

as in the smaller Credit and Multi-purpose Societies 

the record of repayment was poor, while of course has 

been a contributory factor to the discontinuance of 

credit facilities to their members

The impression gained was that many Co-operatives 

were not solving the problem of financing their 

members requirements to any great extent except at the 

Udapalatha C.A.P. & S. Society where the Scheme worked 

well. The reasons for this situation appeared to be

(i) Credit issued was not given on a selective basis 

nor was it supervised.

(ii) the Small Societies with strained finances were 

■unable to stand, non-repayments and so the good 

produoers had to suffer for the sins of the bad.

(iii) The standard of management in the small socie

ties was not good enough to handle the organisa

tion and supervision of cultivation loans.”

The People's Bank which has taken the plafic of the old Co

operative Bank has come in to fill this gap. A Branch of this 

Bank has been established in Welimada which is the chief 

vegetable producing area. Thus the People’s Bank is very close 

to the producers who is in a position to go to the Bank direct 

for a production loan if the Co-operative organisation is weak 

and unable to help him. It is the Bank's policy not to lend to 

a Co-operator direct if the local Co-operative can perform this 

function but it will lend to the producers direct (on good 

security) if he is not so served. The Udapalatha C.A.P. & S. 

Society is now closely associated with the People's Bank for the 

purpose of production loans. This Society has now a Banking



Department which is known as a Rural Bank where thrift and 

credit activities are attended to under the guidance of the 

Preple's Bank*

On jrhe side of marketing the king pin of the Co-operative 

Marketing Scheme is yet the Udapalatha C.A.P. & S. Society 

which carries on the (Old system of collection and transport 

not only on its own behalf but also on behalf of all the other 

18 smaller M.P.C.S. / Credit Societies of the areeu *Phus the 

old 'Link-up' schame of the early fifties do not exist in its 

original form but rather on a modified basis depending on the 

changing circumstances.

Transport, as you know, is a vital link for efficient 

marketing of vegetables and fruits# In our Co-operative system 

this is done by the vehicles owned by the producers* societies 

themselves but as most of these Societies do not own lorries, 

the Ceylon Agricultural Producers' Union, to which I shall come 

presently, performs this function through a fleet of lorries 

which it owns# Quite often, this entire pool of lorries is 

insufficient to cope with the transport problems, especially 

during periods of glut and to cope with these situations, the 

lorries belonging to other Co-cperative organisations mainly 

the Co-operative Multi-purpose Unions are brought into the 

transport scheme. The Multi-purpose Unions which supply consu

mer goods as wholesalers to the primary societies come down 

empty to Colombo and take a full load on the upward journey* 

Therefore, it is of mutual benefit to the Producers^ Societies 

and the Multi-purpose Uhions to make use of the downward 

journey to transport vegetables. Similarly the lorries of 

the Ceylon Agricultural Producers' Union located in Colombo, 

can be of service to the Multi *- pur pose Unions in the vegetable 

producing areas in the transport of consumer goods from 

Colombo. This co-ordinated system of transport is in opera

tion and bfes helped to effect freat economies in this direction. 

In fact the Ceylon Agricultural Producers' Union earns more 

income from the transport of consumer goods to the Coopera

tive organisations than on its transport of' vegetables down 

to Colombo,

Y!L?!2£I 5? £?§

Having said so much about the Udapalatha C.A.P. & S.

Society and the 'Link—upf Scheme, I would come back to the 

poini; regarding the Co-operative Wholesale Market or the Co

operative Central Market, which had failed to funot%on
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effectively. With the growth of more societies interestee in 

vegetable production and marketing it became increasingly 

clear that a Union of primary Societies was the solution to 

the common marketing problems of these primary organisations. 

Such a Union was formed in 1961, with the Udapalatha C.A.P. &

S.Society taking the lead even though it meant that Udapalatha 

Society would have had to cloee down its wholesale business 

in Colombo as a separate unit. The membership of this Union 

has come mainly from the 4 districts where Societies have 

their marketing problems. There are now in all nearly 270 

Societies within its membership representing aUtout 29000 pro

ducers cultivating annually a total acreage of approximately

15,000 acres under vegetables including potatoes.

The services of the Producers' Union are mainly*

(1) the supply of fertilizer, seed and other agricultural 

requisites to the primary societies,

(2) the collection and transport of vegetables from 

societies to the Co-operative Cebtral Market in 

Colombo and its branches.

(3) The sale of such produce.

(4) The sale of other agricultural produce such as are- 
canut, coffee, pepper etc. consigned to the Union.

Its present structure is composed of:

(7) Outstation Wholesale Depots at:

(a) Kiralaponne

(b) Kurunegala

(c) Kandy

(8} Three Retail Depots in Colombo and one at Kandy.

(1) Head Office

(2) Chief Wholesale Market

(3) Seed and Fertilizer Department

(4) Empties Supply Department

(5) Transport Department

)
At Colombo

Co-operative Central 
Market

(6) Branch Depots at:-
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It is administered by a Boa::d of Management consisting of 

members elected at its Annual General Meeting. 3 Board members 

are nominated by the Commissioner of Co-operative Development 

to make a total of 12 Board Menndrs, Since 1962 the annual 

quantity of vegetables handled lias gone up from about 3»800 tons 

to approximately 6100 tons in 1969 which represents about 25$ 
of the wholesale trade in the City of Colombo# As the ratio 

of the entire quantity produced by the members in about

16,000 acres, the quantity sold in the Co-operative Market is 

about 16$ of the total output of about 48>000 tons per annum. 
This position indicates that members sell the larger portion- 

of their vegetables in markets other than the Co-operative Mar

ket. Investigations reveal that' these sales take place at the 

local village fairs and to the lorry traders for spot cash in 

preference to sale on a consignment basis. But a good portion 

yet goes to the private wholesale traders by-passing the 

Co-operative Society and the Unione By this process some pro

ducers feel that they can get the best of both worlds. In any 

event it is too optimistic to hope that the private trader who 

has been in this business for a number of generations can be 

beaten at his own game so easily by co-operators who are com

paratively newcomers into this field. It is an undoubted fact 

that the private traders’ methods in regard to both supplies 

and sales are more flexible th£n those of a Co-operative insti

tution and therefore he is often at an advantage over the 

Co-operatives which on their side can claim to give correct 

weighments, lower commissions and cheaper credit. The traders 

also keep close social contact with pro. acers and village 

weddings and funerals are occasions on which traders would give 

lavish gifts and financial assistance.

In these circumstances the wresting of this trade from 

private traders will be an up-hill task and Co-operatives and 

those associated with Co-operative Development must £urn their 

attention to counter these forces through well organised 

extension and educational programmes, general meetings of 

societies, field days and propaganda meetings, demonstrations 

in packing and grading, group meetings of producers and sett

ing up of organising Committees for convenient areas are all 

useful measures to whip up the loyalty and enthusiasm of 

producers and keep them within the Co-operative fold. To do 

all this specially trained extension workers who have a flair 

for public relations and who understand the psychology of the 

people are indispensable. Together with them must go the

\



equipment necessary for them to wptfk -with. I am sure Japan can 

provide us with much valuable advice in this direction.

M^RKETING^PROBLEI'E

(a) Personnel

I would now come to a few marketing problems we have had to 

face in our country. The first of these is in regard to manage

ment personnel at all levels from the primary society right up 

to the apex organisation. Vegetable trade is not a very attract

ive business, much less attractive to the employee than sitting 

behind a sales counter in a Co-operative Stores, Consequently 

the men with initiative and drive do not seek this employment 

and so the Co-operative organisations dealing in vegetables have 

to make do with people of lesser calibre. Such men fail to 

command the confidence of the producers who are only too prone 

to suspect that they are being cheated even though such suspi- 

ciion may be entirely groundless. This fact is all the more 

obvious when one happens to discover a good Manager who makes 

himself almost indispensable by the excellence of his performance. 

ThisB is true of not only Managers but also of other employees 

such as lorry drivers and cleaners who come in contact with the 

producers daily,

(b) Princing

Complaints of bad pricing are very frequent among produ

cers, who as I said earlier, have a liaison with the private 

wholesalers. They would compare the prices realised from the 

Co-operative Union with those from the private traders and 

cite bills to support their contention. The Co-operative Union 

is alive to this criticism and makes use of market information 

to see that the best prices are obtained but this alone does not 

satisfy the producers to bring about a greater degree of confi

dence. The Producers1 Union had once accommodated a permanent
i

representative of the producers ( a nominee of the Udapalatha 

C*A.P, & S. Society which is the largest single supplier) to 

watch over the transactions between the Manager and the retail 

traders, and to compare these prices with private market 

prices. In the end he was also suspected and withdrawn. To 

get at the truth of this controversy about prices two separate 

and independent investigation?, were carried out by officers 

of the Co-operative Department, One Co-operative Society had 

come to the firm conviction that private traders paid better
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and had in fact entered into an agreement with one of them to 

supply its entire daily collections on a consignment basis.

This Society was thereupon induced to alter this condition to 

50$ to the private trader aid to send the other 50$ of equal 
quality to the Producers' TJaion vhich they quite faithfully 

did under the supervision of the Departmental officer. At the 

end of the season, the realisations were reviewed and it was 

found that for 44?000 lbs0 of vegetables supplied to the 

private market the Society had received Rso10,602/«= while for 

44*696 lbs. sent to the Co-operative Market the Society had 
received Rs.11 ,61 6/=-- an excess of 10$ over the private market 

prices. The second investigation carried out in the Central 

Province revealed even better results. For 48»000 lbs. sold 

to a number of private traders (not the same trader referred 

to earlier) the Society had received Rs.9800/= approximately 

while for 44>640 lbs. supplied to the Co-operative Market the 
realisation was Rs,11,106/=, an excess of about 25$. But the 

strangest part of this surrey was that in both Societies all 

the members had occasion to complain about the prices in the 

Co-operative Market, The reason was all to obvious after a 

systematic study of prices. The producers picked out the few 

bad days in the month when the Producers' Union's prices were 

lower forgetting the fact that on the majority of occasions 

they had got • equal or better prices which more than off*-set 

the shortfall. When the position was explained to the pro

ducers they were quite convinced and revoked their contract with 

the private trade® This sort of survey should be part of 

regular extension work.

As I said earlier the private traders' methods are flexible 

so flexible in fact that he can manupulate prices to suit his 

purpose. One of the ways in which this is done is to give an 

underweightnent and enhance the price per unit. To quote an 

example he will record 100 lbs. of beans as 80 lbs. and give a 

price of .60 Cts. per lb. instead of the market price of *50 

Cents per lb. Thus he would pay only Rs.48/= ( less commission) 

instead of Rse50/= thus benefitting Himself by Rs.2/=» while at 

the same time he would convince the producer who is never sure 

of his weight th?t the private trader had paid him better than 

the Co-operative Market, Someti mes < the producer himself colludes 

with the private trader to get a recording of a high price to 

make a claiir fron the Co-o^erative ■ n ’underpayment.'

The traders \sould also try to capture the produce of Co

operative producers at the very beginning of the season



giving them an unrealistically high price when the market is de

pressed. They will continue to do this for a few days incurring 

loss , to put the producers out of touch with the Co-operative 

Market* When this is done they would proceed to exploit the 

producers* To give an example, there was a Society that sent 

tomatoes to the Co-operative Market. They fetched prices rang

ing from *20 Cts. to ,30 Cts per lb. The privare traders under

cut the Union by paying ,22 Cents upwards.when the supply to the 

Co-operative Market was stopped, I personally went to the 

village a few days later to be told that the private traders 

were paying better prices. The price on that day was .22 Cents 

per lb* and the producers were very reluctant to break'away from 

them. With my persuasion they ultimately relented and promised 

to send it to the Co-operative Market, if I was prepared to 

guarantee a price of ,24 Cts. It was not within my power to 

promise such a price as the Pfoducers* Union was dealing on a 

consignment basis, but I gave this undertaking purely to bring 

those people back to the Co-operative fold, When the tomatoes 

arrived in the Market the following day I allowed the prices 

to take their own course and called for the sales records at 

the end of the day* I w.as going to make the necessary price 

adjustment if the produce had been sold for less than *24 Cts, 

But to my surprise the produce had fetched the very handsome 

price of *35 Cts* per lb. The producers were of course delight

ed and thanked me profusely, liut I had nothing to do with the 

price. They came back to the Co-operative Market. The point 

I would like to make is that producers in their misguided efforts 

to have the best of both worlds quite often have the worst of 

both.

The next case I would cite is that certain producers try

to use the Co-operative Union not as so much as a selling agency 

but as a lever to get better prices from the private traders*

This practice is fairly wide-spread, A certain group of pro

ducers who had sold vegetables to the private traders found 

that they were being heavily exploited, and wanted the Producers'

Union to make collections* On the first few days the quantities
!

collected were fair but thereafter the supplies to the Union 

dwindled rapidly and consequently Producers* Union‘s lorries 

were not sent* Thereupon the producers came in all haste to 1; 

Colombo once again to persuade the Union to send the lorries - 

They said:

Mit is true we are not supplying you with 

vegetables, but we get g©od parices if your 

lorry is around"*



-1 had to tell them that if you have a good watch-dog you have to 

feed the animal* Otherwise it will not watch for long* This 

brings me to a very important point* The ■wery existence of the 

Producers* Union as an effective marketing organisation, brings 

great economic benefits to both members as well as non-metabers 

because it mitigates the exploitation by the private traders* e 

In fact this position is accepted by the jroducers. I am myself 

fully convinced of this and would estimate the surplus accruing 

to the producers on this account would amount to at least *05 
Cents per lb, over a total quantity of about 80 million lbs* of 

vegetables sold during the last 7 years; this extra financial 

benefit to producers would be over Rs*3 million at a very 

conservative estimate* But the Producers Union itself is runn

ing at a loss, the main reason being the low commission of 5$ 

charged for its services* It would seem that a minimum of 10% 

is necessary to secure financial stability. My plea with the 

members has always been that the commission should be increased 

to 10p6 but the General Meeting will not hear to this.

There are many interesting experiences which I would like 

to recount but this would make this paper unnecessarily long.

PLANKED _PR0DUCTI0N

The need for planned production of vegetables and fruits 

is all too obvious.even in the most advanced oountries. The 

average housewife, is as consumer, is the hopes for

the ideal condition where all her requirements of fruit and 

vegetables, can be had in the proportions she wants at failry 

stable prices all round the year in the same way that she can 

buy bread or soap, the supply of which can be controlled the 

ye*r round. But what she .finds is an entirely different set

up. Cabbages of excellent quality may be cheap this week but 

a few days later she may have to pay much more cabbages of 

inferior quality. It does not afford her any consolation to 

know that this variation is due mainly to climatic conditions.

On the other hand the producers experience is even more 

frustrating * When cabbages and beans are in their prime con

dition the prices are quire low but when the off-seasoif sets 

in he gets high prices for low quality* This is a universal 

feature in regard to vegetable marketing and I do not think any 

amount of planned production is going to solve this problem to 

the entire satisfaction of the consumer and the producer *

But we can try to lessen the sevirity of these fluctuations

iI'
t t # i

- 18 -



not in respect of all̂  vegetables but in respect of those which 

w e  considered critical* In Ceylon we have J6 varieties of 

vegetables most of which are not produced on a commercial scale. 

The important varieties are about 20 in number, which again is 

quite a lot* Cabbage, Beans, Leeks, Carrots, Beet, Brinjals, 

Capsicum, Lufa. Pumpkins, Gourds, Tomatoes, Cucumber, Ladies 

Fingers, Spinich, Potatoes, Yams and leafy vegetables from this 

important group. These vegetables grow in 3 difference regions- 

Cabbage, Leeks, Carrots and Potatoes will grow in the up country 

while beans, capsicum, tomatoes will grow in mid-country.

The Lufas, Gourdsf Cucumber, brinjals will grow in the low 

country regions. Ceylon*s most popular vegetable which is 

the Pumpkin is a product of new clearings. Unfortunately in 

all those regions the seasons of planting and harvesting are 

the same more or less. The result therefore is that vegetables 

are in plentiful supply from November to January when marketing 

problems become very acute and again from May to July. During 

the rest of the year, there is a general shortage of vegetables. 

Attempts are therefore, being made to grow vegetables in new 

sreas where th.i rain seasons ara different to make up the 

shortfallr, dun.;if,’ the scarce months. Attempts are also being 

made to grow vegetables during the dry season where water 

resources are available b^ way of streams or rivers.

It is yet toe early to measure the success of these experi- - 

ments. A fev have been quite successful while an equal number 

have failed.

In determining what to grow within the limitations imposed 

by climatic conditions and the elevation, the cultivators use 

their own good judgment depending on prices realised but how 

far this is good is another matter, To quote an example the 

cultivators of Udapalatha area gr®w more beans and less cabbages 

in 1968, The result was a poor price for beans and a high 

price for cabbagej So much so they lost on their bean crops.

In the light of this experience they grew more cabbage tnd less 

beans in 1969* The result was that these cabjbafees stumped in 

price while beans fetched good prices. As 99$ of the vegetable 

growers are small producers any extension work in this aspect 

of production is extsem^T.y difficult. Planning also includes 

the systematic cultivation of a certain acreage each season so 

as to meet the general demand for vegetaMes. ,by the consumers. 

In this resject the Co-operative Sector in Ce,ylon can claim to 

have achieved reasonable success.

7



tinder the Agriculture & Food I-Iinistry1 s Annual Plan for food 

production, an imjcrtent role has been assigned to the Coopera

tive organisatiengaged in the production of vegetables. Each 

Society having a reasonable numbe:.' of vegetable producers is 

instructed to prepare a pror'.".'.amine of cultivation giving the 

following particulars

(a) Membership participating

(b) Extents to be cultivated

(c) Requirements of each member in respect of seed, 

fertilizer, agro-chemicals, planting material 

and cash loan requirements.

The total financial requirements are assessed on the above basis 

and the Society is advised to apply for the necessary funds to the 

Bank,

The District Plan for Co-operatives can thereafter be prepared. 

There are 4 prominent Districts and in all about 170 societies, 

Sooieties are thereafter advised and assisted to implement their 

programme. The Ceylon Agricultural Producers1 Union would be inti

mated about each Society's requirements of seed, fertilizer and 

agro-chemicals and it would be the duty of the Union to see that 

these are sent in time. Cash is paid to the Union in respect of 

these items from the Society’s own funds or from the Bank Loan.

On receipt of these each. Society will issue to its members the 

necessary material on credit and also advance funds for items such 

as labour. Members would be expected to repay their total debt to 

the Society from the proceeds of their crops.

At the end of each season an assessment is made of the achieve

ments as compared with the targets. The following is the summary 

of targets and achievements for Co-operati-e Societies in respect 

of vegetable production for the Maha Season 1968/69*

1
tI
t

District J
11

No .of 
Socie 
-ties

! TARGET i 
1 

1 
1 

1 
1

lO
Of

ACHIEVEMENTST •
{Acreage \ 
t f * ! 1 1 ! t

Loans ", 
Required" 

Rs. ;;

*?
Acreage { 

!
t

Loans
Issued.
Rs.

KANDY 9 545 92,000 377 32,100
MATALE 12 110 24,000 261 11,000
KURUBEGALA 4 35 15,000 36 15,000
RATNAPURA 8 110 28,800 218 42,675
NUWARA ELIYA 30 1520 366,500 1480 329,859
KALUTARA 22 5,000
BADULLA .. 88 4643 100,000 5976 860,000
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It will be seen that by and lar£,-e the achievements are in 

excess of the targete:. This is due to a variety of circums

tances, such as climatic conditions and the proper performances 

at the time of cultivation.

The contribution of the Ceylon Agricultural Producers Union 

by way of services ir. 1969 is as follows:-

Seed Value Acreage Fertili- Value
Supplied _ served zer

Ita. Es’ C»t. Ss-

54,062 394,986 6,954 11,349 228,750

This programme of Co-operative production and marketing is one 

that has to be implemented with a well trained staff of Coopera

tive and Agricultural Officers specially selected and trained 

for this work in the field and I am afraid we are somewhat 

deficient in this respect compared with countries like Japna 

which has a well defined scheme of extension activity according 

to a report I have read on this subject.

I would now end this paper. The Marketing of Vegetables 

and Fruits is the most difficult of all marketing problems. It 

is in my view more difficult than handling meat or fish which 

can be handled under refrigeration. Vegetables do not respond 

to cold storage well in our country quite apart from the cost. 

To develop vegetable marketing in the Co-operative way is jrfcill 

more difficult and the co-operator, be he just a producer, a 

Society official, an extension worker or Government official, 

must comprehend the problems involved in oftis form of marketing 

if he is to succeed in achieving something useful. Otherwise 

the exercise can be very frustrating, when it should be looked 

upon as a challenge to be faced vith resourcefulness, confi

dence and courage.

*
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I. OUTLINE OP YAIZU-CITY AGRICULTURAL COOPERATIVE SOCIETY

(The figures are as of March 31, 1970)

Basic Statistics

(1) Members 5,607
3,170 --- regular members
2,437 --- associate members

(2) Office-holders and workers

Officials 24
18 --- directors

6 --- auditors

Workers 197
9 2 ---male

1 0 5 -----female

(3) Capital 131,805 thousand yen

(4) Fi::ed asset (tangible)

616,208 thousand yen
215,882 thousand yen --- depreciation
400,326 thousand y e n --- -net worths

(5) Position of credit business

4,976,802 thousand yen ---  savings
2 ,973,196 thousand yen ---  deposit
2 ,451,694 thousand yen ---- loan
6,484,850 thousand yen ---- insurance policies



(6) Marketing Records of Main Commodities

i-' * 6 0  

(Unit: 1,000 yen)

Item 1963 1969

Rice 234,343 373,286

Barley 765 -

Vegetable 82,845 371,235

Strawberry 60,763 70,958

Fruits 157,434 225,750

Egg 122,988 141,331

Livestock 44,903 83,432

Others 627 5,085

Total 704,668 1,271,077

(7 ) Records of Supply Business in Major Commodities

(Unit: 1,000 yen)

Item 1963 1969

Fertilizer 73,522 84,155

Feedstuff 178,284 205,763

Farm Chemical 32,588 67,519

Farm Machines 16,519 77,378

Horticultural |
24,285

82,555

Fuel Requisite j 33,280

Provisions 42,547 9,167

Home Furnature, 
Daily Commodities

2,548 92,555

Total 370,293 652,372
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Main Facilities

Joint Vegetable Assorting Plant --- tomato, pear

Joint Orange Assorting Plant --- orange

Milk Collection & Cooling Plant --- fresh milk

Egg Collection & Assorting Plant --- egg

Cool Storehouse --- rice preservation

Central Warehouse --- farm inputs & living necessity supply
station

Meat Center --- meat & egg retail store

Cooking Class --- cooking instruction and training

Farm Machinery Center --- after-service & repair

Computation Center --- calculating sales proceeds etc. by
electronic computer
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6. Business Records of Joint Vegetable Assorting Plant 

(l) Classified by Quantity

Year

Class
1966 1967 1968 1969

1970
(Plan)

days days days day day
below 500c/s 5 6 8 1 0

1,000 2 1 4 6 5

5,000 33 27 20 21 20

10,000 25 30 38 32 40

15,000 15 10 10 17 20

20,000 1 6 5 4 5

Total 81 80 85 81 90

(2) Classified by Month

Tear

Month
1966 1967 1968 1969

1970
(Plan)

February 392c/s 2,488 40,000

March 18,264c/s 39»183c/s 82,310 91,383 118,000

April 180,711 218,511 254,879 208,133 225,000

May 237,794 231,400 204,879 233,996 224,000

June 33,141 19,797 5,208 19,608 500

Total 469,910 508,891 547,637 555,608 607,500

Total kg 1,879,640kg 2,035,564kg 2,190,5481^ 2 ,222,432kg
kg

2,430,000

Poliether
Bags

182,074kg 252,231kg 293,994kg 348,879kg
kg

350,000

Total

Cucumber

2,061,714

134,910

2,287,795

98,374

2,484,542

61,682
1

2,571,311

25,913

kg
2,780,000

V.O*
50,000
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9. Standardization of Operational Scale among Unit Holdings 

(l) Fixing Management Pattern

Pattern No. of Farms 
in 1970

W o .  of Farms 
in 1975

S
p
e
c
i
a
l
i
z
e
d

M
a
n
a
g
e
m
e
n
t

Rice

Orange

Egg

Vegetable

0

30

16

0

0

15

20

30

Rice +  Vegetable 393 320

+3
S3

Rice +  Fruits 300 250

rd  0)
(p a  
&  a> 

•H

Rice +  Livestock 250 200

X> aJ
d c
o  aJ 

o  s

Rice +  Tea 100 80

Rice +  Strawberry 350 300

Others 1,731 1,801

Total 3,170 j 3,016

>



(2) Indices for Optimum Operational Scale of Vegetable Farms

1970 1975

Target Agricultural Income 1,200,000 yen 2,000,000 yen

Gross Revenue 1,850,000 3,700,000

Operation Cost 650,000 1,700,000

Per Capita Living Cost 180,000 250,000

Gross Revenue from
Tomato/lO a 1,000,000 1,040,000

Production Cost/lO a 410,000 550,000

Income/lO a 590,000 490,000

Tome to House Area (l,245,000yen) (l,470,000yen)

15 a 30 a

Paddy Area 80 a 60 a

Family Labour 2 2

Family Members 6 6

Annual Labour Input 250 days 200 days

Tomato Marketing/lO a February 1,000kg February 2,000kg

March 2,600 March 3,000

April 3,000 April 3,000

May 2,000 

Total 8,000kg Total 8,000kg

Unit Selling Price 1 kg 125 yen 1 kg 130 yen

Tomato Housing Site 20 a 40 a

Liquid Capital
1,200,000 yenAnnually Required 500,000 yen
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10. Division of Function & Specialization in Agricultural Production 
and Marketing

11. Rationalization and Adjustment in Agricultural Production

- Standardization in production techniques ... variety, seeding
period

- Controlling planting acreage ... procurement of seeds

12. Cost Reduction

- Facility investment, Functional division in production

- Green housing structure ... financial measure

- Mechanization of cultivation work ... automated air conditioning 
and ventilation

- Fertilization and pest and insect prevention

- Automated watering facility

13. Quality Improvement and Higher Average Price

- Level up of cultivation techniques

- Functional division in cultivation ... joint nursery of seeding



Rationalization of Marketing & Distribution Channel-System

- Markets ... Bidding system of transaction

- Direct Sales ... Transaction with retail markets

- Using toll express-way ]> commission

- Playground method

- Consolidation of large-scale joint assorting plant

- Scale enlargement of packing unit

- Business structure of the Cooperative Society

- Toward prompter account settlement

Other Points



Joint ICA-CUAC Seminar 

Hay 17-27, 1970

Marketing Facilities for Fruits and Vegetables 

and the Role of Cooperatives at different levels 

in providing facilities

Submitted by Mr. Masao Nakata 
Chief, Vegetable Section,
Fruits and Vegetable Department 
Zenhanren
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PROCESSING FACILITIES R E T I R E D  FOR IMPROVING MARKETING CONDITIONS AND FOR 

DISPOSING OF SURPLUSES AND THE ROLE OF COOPERATIVES AT DIFFERENT LEVEIS 

IN ESTABLISHING THE PROCESSING FACILITIES

by

B , G . Lowe 
General Manager
Leeton Cooperative Cannery Limited 
Leeton. NS'V. Australia

REGIONAL SEMINAR CN " MARKETING OF FRUITS AND VBGET\BLSS THROUGH COOPERATIVE 

TOKYO. JAPAN. 17th to 27th M W  1970

Organised jointly by

INTERNATIONAL COOPERATIVE ALLI ANCE INSTITUTE FOR THE DEVELOPMENT OF
NEV DELHI AGRICULTURAL COOPERATION IN AS IA
INDIA TOKYO. JAPAN
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II'THINATIONAI, CO-OPERATIVE \l l i a n c e  

REGIONAL OFFICE AND EDUCATION CENTRE FOR SOUTII EAST ASIA

SEMINAR. TOKYO. 17'HI TO 27TTI. MAY 1970 

"MARKETING OF FRUITS AND VEGETABLES THROUGH CO-OPERATIVES'
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I N T R O D U C T I O N'  i ^

Before commencing a detailed study of the co-operative, I feel 

that it would be of assistance to give you a general picture 

of the Co-operative and its operations.

The Cannery was established on July 1> 1935 and In its first 
year of production processed 6,439 tons of fruit and vegetables.

In 1067 a total production of 32,809 tons was reached.

The Cannery covers an area of eighteen acres of land and has 

expended #6,000,000 on buildings, land and equipment. We have 

a permanent work force of 200 which increases to 950 during the 

season, that is, from December to the end of March. It may be 

of interest to note that during the first year of operation 780 

persons were employed.

Our products hold a leading place on the Australian market and 

are prominent on many export markets. We export to over fifty 

countries throughout the world and our total sales exceed 

$10,000,000 per annum.

The Cannery is situated 400 miles south west of Sydney and 300 

miles north of Melbourne in an area known as the Murrumbidgee 

Irrigation Area, (M.I.A.) The M.I.A. is a State irrigation 

scheme which commenced operations in 1912. It has an area of

450.000 acres, subdivided Into 2,195 farms of which approximately

1.000 are for horticultural purposes. The average size of these 

horticultural farms is 50 acres and the owners are the supplier 

shareholders of the Co-operative.

SECTION I

STRUCTURE OF THE CO-OPERATIVE

The Leeton Co-operative Cannery Limited was registered under the 

Co-operative Act of New South Wales by three producer Co-operatives 

in operation on the M.I.A. These Co-operatives were suppliers of 

goods, machinery and farm supplies and operated fruit packing sheds 

They were also responsible for the marketing of members' produce.

The need for growers to own their own processing plant arose from 

dissatisfaction in the ability of the Co-operatives to reach sat

isfactory agreements with processors. '

OBJECTS OF CO-OPERATIVE

To purchase, process and market produce grown by shareholders 
under contract to the Cannery.



CONTRACT

The first requirement of the Co-operative Cannery was for 

intending shareholders to sign a contract to cover sharehold

ing, supply of produce and many other details which I will 

enlarge upon. This contract formed the basis on which the 

Co-operative was to arrange finance to purchase the existing 

State Cannery and to obtain sufficient working capital.

As you can see, this was a very important document and despite 

the fact that it has been subjected to legal challenge, it is 

still in operation, today, it is regarded by our Bankers as 

being essential and, in fact, no fruit is accepted from a 

grower until he signs this contract. The following are the 

main points in the contract :

(a) SHARE CAPITAL

On registration of the Co-operative cannery, the three Societies 

involved in the formation of the Co-operative took up a share

holding of a fixed amount. Actually the amount was a levy which 

had been collected from their suppliers to assist in the estab

lishment of a Cannery.

The contract provided for a shareholder to pay a share capital 

levy of 5 percent of the gross value of produce delivered. This 

levy is still in force and is used for repayment of amounts 

borrowed for the purchase of plant and machinery.

Under the rules of the Cannery a maximum shareholding is fixed 

at $10,000. When a shareholder ceases to be a supplier, the Co

operative repurchases his shareholding on a long term basis.

DURATION OF CONTRACT; The original contract provided for termin

ation only when all moneys borrowed had been repaid. As there 

was some doubt about the legality of this contract, it was val

idated by Act of Parliament. Current contracts are for a term 

of five years with automatic renewal unless one years notice of 

termination is given by either party.

(b) SUPPLY OF PRODUCE

The contract binds shareholders to deliver all their production 

of certain fruits to the Cannery unless arrangements are made 

for release of certain quantities.

The contract contains a quality specification with which growers' 

fruits must comply. In special circumstances such as damage by 

natural causes, the specification may be varied to assist growers. 

In such cases, the price is adjusted to prevent undue losses to



the Cannery.

This clause, covering supply of produce, is of particular im

portance as it ensures a continuity of supply to the processing 

facility and, in fact, is one which our Bankers insist remains 

in any renewal of contracts.

On the Cannery's part, it undertakes to purchase all the share

holders' fruit except in circumstances, beyond its control or 

when it is impossible to find markets for the produce. In the 

latfcer case, notice must be given to shareholders prior to 

harvest and the total tonnage required by the Cannery is apport

ioned to all shareholders on an equitable basis.

(c) PRICE

The contract also required the Cannery to pay the growers a 

minimum price for their fruit as set by the Fruit Industry Sugar 

Concession Committee. This committee is a statutory body com

prising a Government nominated chairman, a representative of the 

Australian sugar industry, two growers and two Canner represent

atives who meet annually prior to harvest and fix fruit prices, 

considered to be fair and reasonable to all parties. Points 

considered are market prospects, crop size and costs of product

ion etc.

ADMINISTRATION

I'he operation of the Society is vested in a Board of Directors 

comprising seven grower shareholders. The Board appoints its 

own Chairman each year. There are no Executive Directors and 

the day to day operations are the responsibility of the General 

Manager. Directors are elected by shareholders who are entitled 

to vote on the following basis, one vote per shareholder who 

delivers twenty tons or less per annum, two votes for those 

whose deliveries are in excess of twenty tons per annum. This 

ensures that the control of the Co-operative is in the hands of 

actives growers.

FINANCE

The 5 percent share levy paid by shareholders is insufficient 

for the day to day financing of the co-operative. Whilst the 

Cannery has been profitable, for the most part, during its exist

ence, the profits have been small and have been used mainly for 

the purchase and replacement of plant and equipment. We are 

therefore dependent on outside sources of finance.

1*he Reserve Bank of Australia Rural Credits Section provides



finance for Co-operatives such as ours to cover some of the 

processing costs of each years crop. This finance allows us 

to pay growers before we have marketed the finished goods and 

it is loaned at concessional rates of interest, at present 2% 
bnlow standard rates. The Rural Bank of New South Wales, a 

State Bank, provides the remainder of our finance at a concess

ion of 1% below normal rates.

DISTRIBUTION OF PROFITS

It i$ prudent to set aside as much as possible as reserves to 

be retained for use in the operations of the co-operative. After 

providing for reserves, the first call on profits should be 

dividends on share capital. In our case, a maximum of 8% is 

fixed by law.

The profits can be retained in the business and the grower's 

equity increased by the allotment of fully paid shares.

OPERATIONS OF CO-OPERATIVE

A Co-operative registered under the Co-operation Act of New 

South Wales has certain functions and obligations to sharehold

ers which differ in some respects from those of a Public Company 

registered under the Companies Act of New South Wales. 'There 

are also some concessions on Bank Interest not available to 

Public Companies.

There are certain concessions on Federal Income Tax, provided 

the Co-operative comes within the definition of Co-operatives 

contained in the Federal Income Tax Act.

These definitions are as follows :

(a) That ninety percent of produce purchased is purchased from 

shareholders.

(b) That shareholders supplying produce hold at least ninety 

percent of shares issued.

In all other respects, a Co-operative such as ours must operate 

as efficiently as the private and public companies with which 

it must compete.



SECTION II

GROWERS' POSITION PRIOR TO CO'OPERATIVE

It is of interest to know the agricultural and economic position 

of growers prior to the establishment of the Co-operative Cannery. 

When the M.I.A. was first established, growers who acquired horti

cultural farms were advised by the authorities on the type of 

trees they should plant. The basis of this advice was related 

to soil types and available markets.

The Government established a Cannery on the M.I.A. to take care 

of the canning type fruits that growers were advised to plant.

There were also Canneries located in Sydney which were interested 

in buying fruit from the M.I.A. However, growers were not offer

ed contracts by any of the Canneries and had to take the risk 

that there would be an outlet for their fruit when it matured. 

Producer co-operatives were commenced in three districts to assist 

growers in marketing their products and to negotiate with Canner

ies for the disposal of their canning fruits.

By the late 1920's and early 1930's as more farms came into pro

duction, growers found that, when they had a good season, canneries 

were unwilling to increase their production. This often meant that 

growers were notified when they were delivering fruit that no fruit 

was required for two or three days as the Cannery had reached cap

acity. As ripe fruit will not keep, growers suffered severe losses. 

They were faced with economic ruin as their farms were planted with 

fruit trees and therefore could not be changed over quickly to pro

duction of other crops. It was for this reason that they decided 

to form their own Co-operative for processing and marketing.

Ah approach was made to the State Government to take over the exist

ing Cannery at Leeton and it was agreed that serious negotiations

would be continued provided the Producer Co-operatives demonstrated 

sufficient grower interest. The whole basis of the final negotiat

ions was that a large majority of growers signed the contract ment

ioned earlier in this paper.

I cannot emphasise too strongly the necessity of having a similar 

contract as a basis for the establishment of any co-operative 

processing facility. It is essential to ensure the availability 

of raw materials on a long term basis.

On the production of signed contracts, the Cannery was acquired on 

reasonable terms.



s e c t i o n  ti:

FACTORS GOVERNING ESTABLISHMENT OF PROCESSING FACILITY

TYPE OF PROCESSING FACILITY

The factors to be considered in deciding the type of processing 

facility are

(a) Crop to be processed

(b) Available markets for end products -

(i) pre-packaged fresh

(ii) Canned

(iii) Bottled

(iv) Dehydrated

(v) Frozen

A  combination of types of production may be more practicable and 

economical. For example/ if the crop were oranges, then a packing 

plant to supply the fresh fruit market together with a juice pro

cessing plant could be the correct combination.

SIZE OF PROCESSING FACILITY

The size of the processing facility will be governed by the volume 

of product to be handled and the time over which the crop matures. 

However, the size of plant can also be affected by a decision as 

to whether a one shift, two shift or three shift operation is nec

essary or desirable. Such a decision could only be made by taking 

into consideration local conditions.

Other factors affecting the size of the plant are the type of equip

ment to be installed. Without going into detail of equipment avail

able, I will nominate two aspects which should be considered ;

(i) Modern automatic labour saving machinery.

(ii) Modern machinery utilising a large labour force.

Again, any decision can be determined only by local needs and con

ditions.

LOCALITY OF PROCESSING FACILITY

This was not a consideration in this Case Study as the Cannery was 

already established at Leeton. Locality is, however, probably the 

most important decision to make as it could affect the economic 

operations of the facility for all time. Generally, the decision 

will be between two places, i.e. adjacent to the growing areas or 

adjacent to the main markets and shipping ports. However, to 

arrive at this decision it would be necessarV to carry out a de

tailed investigation into many factors. I will discuss the more 

obvious ones but each problem will no doubt have some local influ

ences which will need to be taken into account.



(a) Government policies: Many Governments offer assistance to

establish industries in rural centres. Growers' Co-operatives 

would usually qualify for such assistance. There may. be other 

types of Government assistance that would assist in the estab

lishment of processing Co-operatives.

(b) Transport; The availability of transport and the cost of 

transport are very important aspects to be studied. It is in 

this area that -the economics of a project are often affected.

Costs of transporting the finished product to a market as against 

costs of transporting the product to be processed to an area ad

jacent to a market are very important factors. The cost of trans

porting materials such as containers and ancillary materials to 

the processing plant are also important.

(c) Labour: The processing of agricultural products is largely

seasonal and requires large numbers of people for a short time.

The Case Study processor has a permanent work force of 200 but 

this increases to 500 from mid December to mid February when a 

work force of 1,000 is required until the end of March. It is 

therefore essential that adequate labour of a seasonal type is 

available at the site chosen for the processing facility.

We find that we have less trouble in finding labour where we are 

located than the Canneries in the cities. This is no doubt due to 

the large numbers of itinerant workers attracted to fruit growing 

areas at harvest time/when plenty of work is available. Again, 

this situation is a purely local one and has to be assessed accord

ingly.

(d) Ancillary Materials and Services: The availability of ancill

ary materials such as packaging material, cans, bottles, cartons, 

labels, fuel for boilers, coal, oil or gas, machinery spares and 

general stores must also receive detailed consideration. The 

proximity of services such as electric power, adequate water supply, 

rail or motor transport are all important matters affecting the 

ultimate siting of a processing plant.

SUPPLY OF RAW MATERIALS

It is obvious that to have commehced an investigation into the 

possibility of establishing a co-operative processing facility, 

there are some crops or products available to warrant such an in

vestigation. However, as the plant is to be erected for a specific 

purpose, every effort must be made to ensure an adequate and con

tinuous supply of the basic materials. I notice in the Memorandum 

and the tentative program forwarded to me the phrase : 'processing 

facilities required for improving marketihg conditions and for dis

posing of surpluses.' I will deal with marketing in a separate 

section.



The words, ‘disposing of surpluses' may be interpreted in differ

ent ways. Perhaps I have accepted a meaning different from that 

which the writer intended when I say, quite emphatically, that no 

processing facility will operate efficiently or economically if 

one of its prime objectives is to process surpluses.

Having said this> let us look at ways that surpluses may be hand

led. If the crop to be processed can be marketed fresh as well 

as processed, then we should look at planned surpluses. By this 

I mean quantities above those which can be expected to be marketed 

at satisfactory prices. A good example of this would be oranges, 

apples, pears, apricots etc.

However, the processor must contract with the grower for a definite

quantity and not just for the amount left over after the grower has

marketed the maximum quantity at the best price. If a grower elects

to grow more than his market requirements and his contract with the

Co-operative, then the grower must stand the loss, not the Co*oper

ative. It is often easier for a Co-operative processing facility 

to go bankrupt by over production than by under production.

In an earlier section I stressed the need for a long term contract 

with the grower. I feel that this cannot be over emphasised as 

any processing facility must run efficiently and economically to 

survive. Remember the quantity that can be processed is governed 

both by the size of the plant and the size of the market at a pay

able price.

MARKETING

The setting up of a processing plant and the production of the 

finished goods are very often the easiest part of the subject 

under discussion. The real problem begins when the goods are to 

be marketed.

It would be almost certain that the goods produced would be some 

kind of foodstuffs and, if this is so, they would immediately enter 

a very competitive market, if not in your own country, then cert

ainly on world markets, if the goods were exported.

There are many avenues of Market Research available, all of them 

costly, which can indicate the potential of a market and the price 

levels on those markets. It will no doubt be wise to use some of 

this professional know how. No doubt you will all feel you have a 

good knowledge of your own home market, but let me say this, 'Often 

the nearer home the bigger the mistake.'

As an example, my own Co-operative, in its early years decided that 

it was uneconomic 'to set up its own sales force and elected to sell 

through brokers or agents.



After some years it was obvious that either the brokers were 

making more money than the Cannery or that they were not expend

ing the energy necessary to sell the output of the plant. We 

then established a sales force of our own and immediately in

creased our sales.

At present we handle our own selling on the Australian market 

and appoint agents in those countries to which we export. Our 

policy on export markets is to appoint an agent of local nation

ality and to visit agencies on a regular basis.

You will no doubt be governed by marketing conditions in your own 

country but it must be remembered that the success of your pro

cessing co-operative will be dependent on its ability to market 

its product at satisfactory and profitable prices.

SECTION IV

MANAGERIAL ARRANGEMENTS

The Case Study has a Board of Directors of seven growers who are 

elected by shareholders. The Board is responsible for appointing 

its own Chairman each year. Under the Rules of our Society, the 

Board is required to meet at least once each month.

Let us look at the functions of the Board of Directors of a Co

operative such as the one under discussion. The Board should

(a) Decide what the Co-operative's business is or what it should 

be.

(b) Give official approval through its Rules of the objectives 

which the Co-operative sets for itself.

(c) Be responsible for its capital raising and expenditure policies.

(d) Critically examine the profit result of its operations.

(e) Appoint the Chief Executives and determine their salaries and 

conditions of employment.

(f) Evaluate the performance of its Management.

The Board of Directors should NOT take part in the day to day oper

ations of the Co-operative. Its duty is to review and appraise 

the carrying out of its policy and objectives.

Membership of the Board needs careful selection. It requires mem

bers who are loyal and dedicated and who have the ability and



experience to question and assess the performance of the Manage

ment.

Now let us look at the position of the Manager's role in a pro

cessing Co-operative. The axiom that 'a business is only as good 

as its Management' applies very definitely to Co-operatives. In 

this modern age, the General Manager needs to know about such 

things as computers, electronic aids, budgetary control on the 

administration side as well as modern techniques of management 

controls used in manufacturing industries.

He must have some knowledge of up to date processing methods and 

machinery available for the particular processes in which the 

Co-operative is engaged. The Manager must also have knowledge of 

modern marketing methods and selling techniques. It would, of 

course, be impossible in a business of any size for one man to 

carry out all of these functions. He must therefore have the 

very important ability to be able to delegate authority and to 

see that the policies he sets are carried out.

He must work closely with the Board through its Chairman and be 

concerned at all times with, his relationship with the Directors 

and the members of the Co-operative.

SECTION V

ECONOMIC IMPACT OF PROCESSING FACILITIES OH PRODUCERS

In the Case Study under discussion the growers, by establishing 

their own processing facility through a Co-operative, have achiev

ed a great degree of stability in their overall operations by 

eliminating many of the problems discussed in Section II.

ECONOMIC STABILITY

(a) Outlet for Produce: In accordance with their contract as

mentioned in Section I, growers are assured of an outlet for their 

produce grown under contract, except in exceptional circumstances.

(b) Equal Share of Processing Capacity; Prior to the formation of 

the Co-operative Cannery, growers often did not know until they 

delivered their fruit to the processor whether it was going to be4 

accepted or not. This often meant that thW grower whose fruit 

ripened first had all his crop accepted whilst the unfortunate 

grower with a later maturing crop had very little accepted.

Under the terms of their present contract, if the total crop is 

greater than the requirements of the Co-operative Cannery, then



each grower is given an equitable allocation prior to harvest. 

However, it is the policy of the Cannery to make every effort to 

ensure that the total crop is accepted, processed and marketed.

(c) Price Stability; I mentioned in Section I that, in our case, 

the prices of canning fruits are fixed by a statutory body. How

ever, the fixing of a price under this method does have the effect 

of causing non-cooperative processors to limit their production 

from time to time.

The shareholder of a Co-operative has the double safeguard of price 

and' acceptance of his crop. Should the price prove unprofitable to 

the Co-operative Cannery then it is possible that the shareholder 

would be levied to cover the losses. However, this has not been 

necessary.

(d) Forward Planning: A grower of canning fruits needs to follow a 

practice of long term planning to maintain a steady level of income.

The main crops in our district are peaches and apricots . These 

trees normally have an economic producing life of twenty years 

after taking five years to reach production. By having a long term 

contract with the Co-operatives, growers have the confidence to 

plan their production the five to ten years ahead that are necessary.

(e) Produce Not Under Contract: This heading refers mainly to citrus

fruits such as oranges, lemons and grapefruit which are grown basic

ally to supply the fresh fruit market.

The effect of having a processing facility to receive a.percentage 

of their crop has been of great assistance to them. Growers are able, 

to restrict their fresh fruit marketing to first quality fruit only, ' 
thus lifting their average price received from this open market 

selling.

A contract is issued yearly to growers for fruit for processing on 

a tonnage basis. Prices for this fruit are fixed by the same 

statutory body mentioned in Section I.

The fruit accepted for processing into juice products is of good 

ctuality hut externally blemished and therefore unacceptable for 

fresh fruit marketing. When crops are large, processors are en

couraged to process larger quantities to enable the fresh market 

to remain stable.

GENERAL

In setting out the impact of the processing facilities on process

ors, I do not want to confuse economic stability with economic 

satisfaction. The final arbitor as to what price the growers 

receive for their produce is the ability of the market to pay.
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We export approximately 50 percent of our fruit products to over 
50 countries throughout the world. Although we feel we obtain the 

best prices possible, this is not necessarily enough to pay the 

growers a price they consider essential to cover costs of product

ion.

SECTION VI

ROLES OF PRIMARY AND SECONDARY CO-OPERATIVES

Primary Co-operatives can play both important and differing roles 

in relationship to processing Co-operatives.

In the Case Study under discussion, primary Co-operatives were 

instrumental in the formation of the processing Co-operative. How

ever, once commenced, the processing co-operative was responsible 

to its shareholders with whom it had signed contracts. The primary 

Co-operatives were shareholders of the processor co-operative and 

through their elected Directors had some part in its operations. 

However, the important point is that the processor Co-operative 

was an independent Co-operative.

Two of the original primary Co-operatives located in districts 

about 40 miles from the Cannery today, act as receiving agents 

for the Cannery. In these cases, growers would also be share

holders of the primary producers through whom they would purchase 

many of their farm supplies such as fertilisers, sprays etc.

There are other examples in Australia where the primary co-operat

ives are suppliers to the processing Co-operative, having purchas

ed the produce direct from their own shareholders. In these cases, 

the primary Co-operatives supply the capital and the Directors to 

operate the processing Co-operative.

We have also seen processing facilities established within the 

organisation of a primary Co-operative whose primary objective was 

the marketing of its' shareholders' produce. In this particular 

case, there were various products marketed t^ut only one involved 

in processing. It was inevitable that a conflict of interests of 

shareholders eventually forced the establishment of a separate and 

independent processing facility. It is important for the success

ful operation of a co-operative, particularly processing which 

requires a large amount of capital, that the interests of share

holders are similar.
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S U M M A R Y

In this paper, I have shown how the Case Study, Leeton Co'oper

ative Cannery Limited, has grown from, a humble beginning in 1935 

to become a large Cannery and an important part of Australia's 

canning industry.

At the same time, its grower shareholders have progressed from 

an unsound future and a shaky economic situation to one of stab

ility and confidence.

As well as being the processor of its shareholders1 produce, the 

Co-operative has a voice in all industry matters that affect its 

own and its growers' operations. It has representation on the 

Fruit Industry Sugar Concession Committee which fixes the price 

for fresh fruit for canning; it is represented on the Australian 

Canned Fruits Board, a statutory body which fixes prices and con

ditions of sale on export markets and it is an active member of 

the Australian Canners' Association. This is a voluntary Assoc

iation of Canners who attend to all industry problems and set 

the prices and conditions of sale for the Australian market.

I have presented this paper on the lines suggested in the Annot

ated Agenda forwarded to me. In doing so, I have discussed 

briefly those points which I considered were important in deciding 

on the establishment of a processing facility.

No doubt there are also many other matters which would come under 

consideration. I am hoping that what I have said will provoke 

discussion among delegates, who will undoubtedly have many prob

lems they will wish to discuss. I trust that I will be of some 

assistance in answering your questions.
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Cooperative Marketing of Fruits and Vegetables and its Significance

1. Significance

The aim of joint marketing is to obtain better prices for small 

prices for small producers by having every advantage that a large producer 

has by means of collecting produces from many member farmers and sell it 

jointly in order to get commanding position and voices in the marketing of 

their produces through their cooperative. Merit and advantage of joint 

marketing are, (l) In the practice of joint marketing, standardization by 

joint grading which advances their marketing eventually becomes necessary,

(2) Large volume of marketing produces by joint collection makes it pos

sible to adjust and control the amount of shipment to different auction 

markets, eventually stabilization of prices among different markets becomes 

possible. In this way, the producers will obtain more advantages and more 

voices in the marketing of their produces, (3) Joint marketing will re

duce the cost of packing, delivery and others.

In the practice the three rules so called "Joint marketing under un

conditional consignment", "All-out utilization of systematic cooperatives" 

and "Planned marketing with pooling account" are applied within coopera

tive marketing. With these rules, the joint marketing in this country is 

being promoted.

The three rules will be explained here.

(a) Marketing through cooperatives

The practice of marketing through cooperatives can be classified 

into two categories, one is uncondional consignment and the other con

ditional marketing. The former means that producing former entruts 

his produce for marketing into the hand of his cooperative with no in

struction whatsoever with regard to the selling price, purchaser, time 

of sale and market to sell. He merely receives his proceeds from the 

marketed price of his produce. The later is opposit, the producer 

merely market his produce through his cooperative, and the cooperative 

acts according to his instruction.
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The authority of fixing selling price, time of sale, etc. is entirely 

in the hand of producer. Unconditional consignment method, since the 

producer entrusts nearly everything to his cooperative, it will not work 

if there is not feeling of mutual trust, particularly of the producers 

toward his cooperative.

The significance of unconditional consignment marketing is to make 

a small producing farmer able to obtain every advantage that a large 

producer has by collecting small amount of produce as many as possible 

from many farmers and market jointly their product along with their 

plan tinder the supervision of his cooperative. In the case of condi

tional marketing, since the cooperative can not act by its own will, 

the advantages of unconditional consignment can not be obtained, no 

matter how large volume of product is collected. Unconditional con

signment marketing, therefore, has for more advantages than the other.

(b) All out utilization of cooperatives within cooperative movement

In the movement of cooperation, members have to sell all of his 

produces uncondinally through his cooperative, after leaving some for 

his home consumption. The cooperative (village cooperative) entrusts 

all of the entrusted produces by the members to its apex cooperative 

(prefectural economic federation), after leaving only necessary por

tion for the marketing in the village. Prefectural economic federa

tion again entrusts the sales of all of the entrusted produces by the 

village cooperatives in the prefecture to the National Marketing 

Federation (apex federation at national level), leaving only necessary 

portion for the marketing to local wholesale markets and merchants in 

the prefecture. National federation sells entrusted produces through 

central wholesale markets and directly to large consumers (e.g. agri

cultural products processing plant). In this way, marketing activities 

of cooperatives are all centralized in the national level with some 

flexibility allowing necessary portion for direct marketing at the 

respective levels from the standpoint of economy and efficiency. In 

this practice of marketing activities at different levels, we are in 

the belief, the cooperative ought to act within its own capacity, that

- 2 -
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is to say, village cooperative cater to village markets and village 

merchants, prefectural federation local markets, medium size consumers 

(agricultural products processing plant) in the prefecture and national 

federation central wholesale markets, large consumers and processing 

plants.

Although the stabilization of prices in possible to a large ex

tent with the method of marketing mentioned here, it is regretted, 

this method is not yet fully practiced in all kinds of crops due to 

some personal reason of producer, nature of crops or habit in the vil

lage, etc.. To disseminate this practice of unconditional consignment 

from the botom of producer up to the national level more widely is a 

current issue of the cooperative movement.

(c) Planned marketing, pooled accounting

The actual aim of joint marketing is to bring better price to 

producer. For this purpose, all the expenses involved in marketing 

have to be reduced to the minimum, besides more return to producer.

In order to achieve this purpose, the cooperative, with market 

research on the volume of demands by seasons, markets and purchasers 

beforehand, has to establish their plan for shipment, not oversupply 

same procuct to same market in one time or in same season. Optimum 

supply to each market and purchaser will avoid price fluctuation and 

price difference among markets.

Although the planned marketing is practiced under unconditional 

consignment method, the market prices of same commodity of same quali

ty is not same throughout the country and also the delivery cost.

As mentioned before, the producer does not designate where his pro

duce be sold. If the cooperative pay the actual net proceeds after 

deducting delivery expenses, the net farmer would receive differ by

market,---A farmer might receive more than B farmer. The difference

in actual net proceeds, particularly in the case of ?ame quality, will 

arise unfatisfactory feeling against his cooperative among those not

-  3 -
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received equal amount. Here the method of pooling account becomes 

very necessary. The calculation of net proceeds under pooling account 

is: suppose the product of A farmer is sold at 100 yen and delivery

cost 10 yen and B farmer's of same grade 120 yen with delivery cost of 

20 yen, the net they receive would be * (.12(3 20,) _ ^  yen,

and both of A and B farmer will receive 95 yen each.

Though it is desirable to have the pooling account system on 

every item throughout the country, many of the agricultural items are 

not yet standardized nationally. How to set the standard is the main 

problem, especially vegetable due to difference of technique of farm

ing and the season to harvest by distrist. To apply pooling account 

method merely by the difference in quality is very hard for vegetables.

Pooling account, however, is necessary for joint marketing prac

tice, therefore, it ought to be applied according to marketing condi

tions of the commodity. Those items not appropriate or practicable to 

have countrywide pooling account measure ought to have prefecture wide 

pooling account and those not practical county or village-wide pooling 

account. Period of pooling calculation should be fixed practicably 

and reasonably, say the year round, one month, ten days, one week or 

one day.

2. An Example of Cooperative Marketing (case study)

— joint marketing practice of tomatoes in Chiba Prefecture —

Chiba Prefecture is located south-each side of Tokyo Prefecture, and 

the climate is very mild, and, because of that, tomatoes, parsley, cabbage, 

cucumber, radish, etc. are produced.

Because of the location, very close to Tokyo City and Tokyo-Yokohama 

area, they enjoy every convenience and the patronage of the people living 

in these areas.

Market share of vegetables of the prefecture in Tokyo markets in 1967

-  4 _
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is 21.7$ in volume and 17.6$ in value, holding the first rank ever since

1964. Under the state of affairs, the prefectural economic federation is

trying hard to develop more marketing of vegetables, adopting joint market

ing system in the policy of business.

How the system is working will be explained here by presenting tomato 

as an example.

(a) Standardization

Tomatoes in Chiba Prefecture are raised in greem house, tunnel

shaped plastic paper house and in ordinary farmland. Due to the techni

cal innovation of horticulture, tomatoes are supplied the year round, 

but the main season is from March to July. The method of joint market

ing covers entire prefecture systematically and pooling account is

applied on one day basis throughout the prefecture.

In order to promote the sales by this systematic joint marketing 

method, the producers, the village cooperatives and their apex federa

tion (Chiba Prefectural Economic Federation) felt the necessity of hav

ing some standards for their tomatoes. Grading of tomatoes in Chiba 

Prefecture is done with their standard throughout the prefecture.

In order maintain their standard and make the farmer observe the 

criterion, the group of producing farmers has their own inspector from 

its members (autonomous inspection of their own). Those inspectors 

receive training and guidance from the expert of their cooperative. In 

this way, differences of technics among indvidual farmers and in stand

ard among hamlets are eliminated. The Prefecture, at the county level, 

has also inspectors who are provided by the village cooperatives and 

Prefectural Economic Federation.

They work for homogeneity of grading among counties in the prefecture 

and at the same time, extend guidance and education to autonomous in

spectors of the farmers' groups and experts of the village cooperative 

mentioned already. Integration of these people is remarkable. In this

96
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way, the tomatoes in the prefecture are systematically standardized.

Tomatoes in the prefecture are graded by the criterion into A, B,

C, D, ranks by its quality and six classes by the size. Green house 

tomatoes are packed in cardboard box which contains 4 kg and the tomatoes 

of tunnel shaped plastic paper house and of ordinary farmland in card

board box that contains 8 kg. for marketing. Classification by size are 

namely LL (not more than 14 tomatoes in a box of 4 kg), L (15-18 tomatoes), 

M(24), S(28), SS(32-35) and SSS(40-50) for marketing. All of the tomatoes 

for marketing are ranked by the autonomous inspector importially by the 

criterion.

(b) Marketing technics

Nearly 80$ of the standardized tomatoes in the Prefecture is market

ed through the wholesale markets in Tokyo City and Tokyo-Yokohama areas, 

and nearly 70$ of it is shipped to the same wholesale braker (wholesale 

broker is an agent to receive shipment from producer or village coopera

tive (shipper) and put up the shipment on auction on "behalf of shipper) 

linked to the village cooperative, kind of fixed business integration 

between the two. In other words, the shipped (village cooperative) de

livers shipment always to the same broker, not this or that broker.

The cooperative makes shipment according to the program established 

beforehand. It is planned shipment. The remaining 30$ is sold more 

flexibly to any market, considering the condition of market, volume of 

shipment from other producing prefectures etc., through wholesale brokers 

of that market.

Shipment for marketing virtually starts with collection of tomatoes 

by the farmers. The day before shipment, the producer delivers his 

tomatoes to his cooperative by 2 PM., graded there according to the 

standard described before, then loaded on the truck for marketing. The 

village cooperative informs the number of shipment to the branch office 

of Prefectural Economic Federation by 3 PM. The branch office informs 

the liaison office of the federation in Tokyo by 3*-30 pm the number of 

shipment. The liaison office, upon the receipt of information, discuss

- 6 -
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whether the volume of shipment is optimui:. for the market v:ith the National 

Marketing Federation and the wholesale broker of the market. If the 

market outlook for the next day, on which auction in the market takes 

place, is not favorable, the liaison office directs the branch office to 

ship a part of the shipment to other markets.

Delivery to wholesale broker as per delivery instruction of the 

liaison office is made from 7 pm to the early morning of the following 

day.

Auction of the market starts around 7 All, and the report of sales 

is made immediately to the liaison office by the wholesale broker.

The liaison office, upon the receipt of reports from brokers of dif

ferent markets, makes the aggregate of sales and calculate per price for 

each grade by pooling account method. This price is reported to the 

branch office of federation by 3-30 p.m..

In this way, the tomatoes of Chiba Prefecture are marketed with 

stablized price for the producers. It is expected that the technics 

applied now will develop the marketing of tomatoes further.

(c) Settlement of Accounts, Remittance of Proceeds

Calculation of marketed price by grades is made by the liaison office 

as mentioned before. The proceeds thus calculated is credited in the 

respective shippers1 accounts with the prefectural credit federation 

within 4 days through the Central Cooperative Bank for Agriculture and 

Forestry.

-  7 -
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The Atok Farmers Cooperative Marketing A ssociation, Inc. - 
A Case Study-of the Financial Aspects of Marketing 

Operations and Management^

DR. VICENTE U. QUINTANA^

In view of the fact that in the Philippines there is  no active fruit 
growers cooperative, I arbitrarily limited my discussion to the marketing 
of vegetables through cooperatives using the Atok Farmers Cooperative 
Marketing A ssociation, Inc. as the subject.

The Vegetable Industry

In the 1968 Annual Report of the Bureau of Agricultural Economics, 
the estim ated national annual production of vegetables was 2 50 ,900  metric 
tons and the estim ated rate of annual increase was 2 .5  p ercen t.—' How
ever, the estim ated increase in commercial production, particularly in the 
Mountain Province, is  at "the- rate of 9. 3 percent per annum. During the 
same year, the Philippines-imported more than 3 ,0 0 0  metric tons of vege
ta b le s . . At the rate its  population i s  growing, the country will continue 
for a few m6re-years to import this group of commodities.

The National Economic Council of the Philippines reported that 
during the calendar year 1966 and 1967, available food supply versus 
established- nutritipnal requrements- showed that the sufficiency level of 
fruits and vegetab les is  52 . 6 percent. ^  By definition, sufficiency level 
is  the ratio  o f requirement to  available supply,, including imports. In the

^  Paper prepared for the Regional Seminar on the Marketing of 
Fruits and Vegetables held in Tokyo, Japan, May 17-27/ 1970 under the 
au sp ices of the ICA Regional O ffice and Education Centre for South-East 
A sia.

^  Professor and D irector, Agricultural Credit and Cooperatives ■ 
In stitu te , University of the Philippines. . ; ,

1/  1968 Annual"R eport. Bureau of Agricultural Econom ics, Department 
of Agriculture and. Natural Resources',’ Diliitian, Quezon City.

' ^  Th%..Sta.tiiti'cal' Reporter Vol. XIII No. 4 . The Food Situation in
the Philippines, O c t . - D e c . , 1S69 FY 1967--68. B. G. Bantigui and Juan o. 
Sumagui.
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same publication, it  was indicated that the food allow ance for vegetables 
w as 76. 6 kilograms per capita per year. Food allow ance means the quantity 
of vegetables a person should consume in one year in order to stay healthy. 
For 1968, the supply requirement of 2 ,7 4 S, 638 metric tons of vegetables a 
year was obtained by multiplying the food allowance of 76 , 6 kilograms by 
the size of our population.

Unfortunately, the above supply requirement is  m isleading since 
Filipinos do not eat as much as they should. In ca se  of v eg etab les , only 
9 .1 3  percent of the total intake requirement is  consumed due to the limited 
available supply. By and large, Filipinos only eat to stay a liv e , not n e ce s
sarily  to be healthy.

In view of the shortage, the government has encouraged vegetable 
growers to  expand production. Technical as w ell as financial a ss is ta n ce  
in the form of production as well as commodity loan on vegetables are 
intended to growers. Furthermore, the Government imports in behalf of the 
cooperatives and their members, essen tia l agricultural inputs such as seeds 
and fertilizers . These measures are designed to save and earn dollars which 
are n ecessary  for our economic development programs.

The Atok Farmers Cooperative M arketing, I n c .-

The Atok Farmers Cooperative M arketing, In c. (FaCoMa) is  one of 
the five activ ely  operating vegetable growers cooperatives in the Mountain 
Provinces. Atok is  a municipality which is  300 kilom eters from M anila, the 
business capital of the Philippines. It has an elevation of 7, 000 fe e t with 
a clim ate suited for truck farming. M ost of the inhabitants are natives of 
the p lace , few are Chinese' farm er-m erchants.

The Cooperative was organized on March 3 , 1955, with an in itia l 
membership of 330. The total paid-up cap ital amounted to P I 6, 582 , which 
w as a little  more than 16 percent of the *1 0 0 , 000 authorized ca p ita l. ^  As 
o f June 30 , 196S, it  had a total a s se t  of M 4 5 , 871 but a total net worth of 
only f '4 0 , 8 7 2 .0 0 . In 1969, the total volume of bu sin ess from its  different 
operations was ^ 1 5 5 ,4 5 2 .5 8 . The Cooperative purchases and distributes

The Atok Farmers Cooperative.......... -  2 -

3 / Annual Reports,Atok Fanners Cooperative Marketing 
A ssociation , Inc. -  obtained from Atok FaCoM a.
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agricultural inputs and markets the vegetables of the farmer-members.

The Cooperative has been getting technical as well as financial 
a ss is ta n ce  from the Agricultural Credit Administration for production and 
marketing. It has a lso  been a ssisted  by ACA in the importation of Irish po
tato seed s. The farmer-members se ll their vegetables to  local buyers, truckers, 
middlemen, the cooperative, and the Greater M anila Terminal Food M arket.

The Marketing Structure

In general, the marketing situation that has prevailed for many years 
has not been favorable to the vegetable growers. U sually, a lo ca l contractor 
grants a production loan to the producers on the condition that at harvest 
time the vegetab les w ill be delivered to tho creditor. Very often the whole
salers of vegetab les in M anila and the suburbs or Baguio actually  provide 
the money which the local, contractor lends to the farm ers. In th is p ractice , 
the vegetable grower has a sure market outlet during harvest, but does not 
have the freedom or privilege to  look for alternative buyers who can pay a 
price higher than that pffered..^JtoeJocai-'Cbntract(SPr'''1The.,ib ca l contractor, 
because of the loan and the commitment to se ll to  him,determines the price 
and other terms of purchase including the c o s ts  to bo deducted from the sa le  
proceeds. One very common term of purchase is  that the farmer w ill deliver 
a ll  his products but w ill be paid for only 90 percent of i t .  The remaining 10 
percent is  said  to  be used to  defray the handling co sts  through the marketing 
channels.

The lo ca l contractor .may have his own trucking fa c ilit ie s  with which 
to transport the vegetables to the terminal m arkets, but more frequently he - 
s e lls  the vegetables to a trucker who transports the.product to  a w holesaler 
in the terminal market or to a .dealer near the c ity  lim its to avoid city  ta x e s . 
The dealer purchasing the product at the c ity  lim its generally then delivers, 
it  to the terminal market and s e lls  it to w holesale -  di stribut or s who in turn 
se ll the product to reta ilers who come from various public markets in M anila 
and the suburbs. This system  n e c e ss ita te s  profit to  many middlemen or 
handlers.

In another marketing p ractice , the middlemen a c ts  as a consignee of 
the vegetable grow ers. He goes to  the farm to offer his serv ices to  s e ll  the 
produce at a price which is  allegedly the current market price in Baguio or 
in M anila. U sually , the price is  10 percent lower than the actu al current 
price, the consignee who gets a com m ission of 7 percent or more goes back 
to  the farm a week after getting the product to pay the farrners the amount 
after deducting the commission fee and handling c o s ts  from the sa le  proceeds 
minus the 10 percent. More often the middleman is s u e s  personal ch ecks to
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the farmers with the stipulation that the checks not be cashed within a given 
time for clearance purposes. In e ffec t, payment is  delayed for about two 
w eeks. At tim es, the farmers cash these checks in the Baguio market at a 
d iscount. The effective farm price is  thus further reduced.

The Atok- farmers Cooperative
Marketing A ssociation, I n c . . . .  * .  - 4 -

Methods of Marketing used by the Atok FaCoMa

Although the Atok farmers produce almost a ll temperate v egetab les, it 
is  estim ated that about 95 percent are cabbage and Irish  potatoes. For th is 
reason, cabbage and potatoes are the vegetables d iscu ssed  in th is C ase 
Study*

The Cooperative has at one time or another used one, two, or three 
methods of marketing the vegetables of the farmer-members, such as market
ing directly to middlemen, marketing to or through the Cooperative, and 
marketing to the Greater M anila Terminal Food Market through the Coopera
tiv e . These system s differ in pricing, financing, and methods of payment.

Marketing to middlemen. This method is  the most disadvantageous 
to  the farmer-members in terms- of ,economic-return. Here’ the middlemen, 
money supplier, w holesaler or his agent provides production loan without 
any interest and colla'ter^i rSguiifements. “The only proof of indebtedness is  
an IOU note. In return, the moheylenders, usually Chinese middlemen, 
buy or market the .produce of the farmer-member-borrowers. More often than 
not the farmer-member does not even know the actual price of his product 
because the moneylender autom atically deducts the handling/cos.ts ihcludin1? 
transportation expenses and shrinkage allow ance of 4 k ilos per 100-110  k ilo s 
of vegetables. This practice does not allow the vegetable producers to  be 
liberated from continuous exploitation. The dispenser of credit, being a s 
sured of adequate m arketable quantity, and with the power behind money, 
en joys the benefits of a monopsony. In e ffect .the farmer-member who receives, 
low prices for his product and the consumer who pays higher prices for the 
same sufferV very much from th is  marketing situation.

Cooperative marketing by pooling. Although this is  a more cooperative 
way of marketing, some of the cooperative members do not participate in the 
pooling. Some of them market their products through the. Cooperative with
out pooling nor grading; - Those farmers who participate in the pools have 
their products sorted and graded.

In this acheme, ■•pooling i i  done on a weekly b a s is . In implementing 
the.program, the farmer-members and the Cooperative were provided with



the following m echanics:

1. Based on average local p rices, farmer-members w ill be given an 
advance or down payment of not more than sixty percent (60%) of 
the value of their d eliveries. The vegetables w ill be shipped to 
M anila where a branch manager and sa lesg irl who operate a whole
sa le  outlet w ill undertake to se ll them. Sale by the branch may
be in cash  or on a credit b a sis  payable within fifteen  days. Cash 
trading, however, shall be preferred.

2 . Liguidation of the balance due the farmer-members shall be by 
pool. Each pool shall be liquidated within the third week after

~ receip t of the vegetables by the Cooperative. Irrespective of 
whether or not a ll the sa les  proceeds' of the pool due for liquid
ation are co llec ted , the same shall be paid to the farmer-members.
If , for failure to  co lle c t credit sa les  within the prescribed period 
of 15 days, the Cooperative sh all haive insufficient funds for 
liquidation purposes., it  may avail its e lf  of the operating capital 
loan fund which shall be. refunded upon receip t of the sa les  proceeds 
The liquidation price shall be the average of the actual se llin g  
prices during the week for each kind and c la s s  of vegetables inclu
ded in the pool due for liquidation. Each farmer w ill be paid the 
balance after deducting a ll authorized exp en ses, which are trans
portation and handling ex p en ses, 5 percent fee for the Cooperative 
to cover adm inistrative c o s ts , and reasonable deductions for pay
ment, of unpaid subscriptions or for revolving cap ita l or both. The 
5 percent Cooperative fee does not include 1 percent commission 
for gross sa le  and a P 100 monthly allow ance each for the branch 
manager and the sa le sg ir l.

An evaluation of the scheme revealed a number of d e fic ie n c ie s . F irstly , 
the figures for rece iv ab les  from vendors or reta ilers who got the vegetables 
on credit are staggering. Secondly, the alleged  spoilage which does not have 
any proof is  quite su bstan tia l. . Thirdly, the Cooperative has been unable to 
liquidate a s izeab le  portion of the deliveries of members. And fourthly, the 
Cooperative has defaulted its  first am ortization to the Agricultural Credit 
Administration.

The main reason for the failure is  mismanagement due to  alleged incom
petence and d ishonesty. In view of the fa c t that the manager and the s a le s 
girl were not bonded, there was no deterrent to  committing frauds in the 
b u sin ess . In addition, they did not have any training and experience in 
managing a cooperative bu sin ess enterp rise. Furthermore, there w as no e ffec  
tive coordination between the home o ffice  in the highland and the w holesale

The Atok Fanners Cooperative
Marketing A ssociation, In c..........  - 5 - 104
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outlet in Manila in terms of the flow of vegetables from the province to  the 
c ity . In spite of the market glut in th© w holesale outlet there were tim es 
when the home office continued to ship vegetables.

Marketing through the Cooperative to the GMTFM. The Greater 
M anila Terminal Food Market was organized primarily to (1) stab ilize prices 
of farm produce; and (2) induce quantitative and qualitative improvements 
in food production, thereby'raising the incom es and standards of living of 
the rural population. These twin objectives, can be realized by (a) providing 
a ready, convenient outlet for agricultural food-products; (b) assuring farm 
food producers, of reasonable prices and prompt payment for their produce;
(c) minimizing spoilage of perishable farm commodities; (d) elim inating 
undesirable distribution p ractices, and (e) promoting the production of 
better quality food commodities and an organized effic ien t food marketing 
system . - I th a s  an area of 120 h ectares. When the project is  completed, 
i t  w ill ea s ily  be the b iggest and the most sophisticated  food terminal market 
in the whole of Asia.

Among others, the vegetable cooperative being studies is  one of the 
few institu tions that are dealing directly with the GMTFM. In addition to 
the tech n ical and financial a ss is ta n ce  in the form of loans to farmers, the 
GMTFM a s s is ts  cooperative in the development of an e ffectiv e  marketing 
system . An example of this is  the marketing agreement between .the Atok 
Cooperative and the GMTFM. Under the marketing agreement,—' the Coop
erative agreed to appoint the GMTFM as its  marketing agent to  deliver the 
cabbage and Irish potatoes, immediately after the harvest of every crop 
season . The GMTFM with its  fa c ilit ie s  shall se ll the commodities at the best 
p ossib le price.

The Atok Farmers Cooperative
Marktejfing A ssociation , Inc. . . .  -  S -

4/  Memorandum of Agreement Between the Atok FaCoMa and the 
Greater Manila Terminal Food Market -  obtained from Atok FaCoM a.
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The Cooperative shall receive in behalf of the members concerned a 
guaranteed floor price in case  the actual selling  price is  below the guaranteed 
price. The agreed guaranteed price for cabbage and Irish potatoes is  as 
follow s:

Cabbage

Grade

I

II

Off grade

Price/kilogram 

IK). 36 

0 .3 0

0 .2 5  minimum

Irish Potatoes

Grade 

I-XL 

I-L  

I-M

I-S

II-XL 

II-L

... II-Iv,

II-S

Price/kilogram 

f>0.45 

.. . .. 0 .4 5  

0 .3 8 ,  

0 .2 9  

0 .4 0  

0 .4 0  

0. 36 

0.20  .

Upon delivery to the Cooperative, the vegetab les of the farmer-member 
are sorted , graded and packed, and duly insp ected  and passed by the GMTFM 
field  rep resentative. The GMTFM then sh all extend to the farmer-member 
through his Cooperative a commodity loan which is  80 percent of the total 
value of produce based on the guaranteed floor p rice.
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Under the agreem ent, too, the GMTFM gets 6 percent of the gross 
sa le  as commission from the Cooperative. The commission covers lo ss  from 
shrinkage, spoilage and piferage. In addition, the terminal co lle c ts  5 cen
tavos per kilogram for transportation, one centavo per kilogram for sorting 
and grading, fifty centavos per basket for packing, and one percent per 
month in terest on the commodity loan which is  80 percent of the total value 
of the vegetables based on the guaranteed price.

In the event of a n ecessity  to liquidate the farmer-members' commodity 
loan obtained thru the Cooperative from the GMTFM, the Cooperative named 
the GMTFM its  a ttorn ey-in -fact to s e ll  and liquidate the farm produce depos
ited with it to receive the payment, and to apply the same or so much of it  in 
payment of a ll commodity loans received by the farmer-member concerned, 
plus fe e s , dues and other incidental exp en ses. To illu strate  the scheme the 
following liquidation statem ent is  presented.

Liquidation Statem ent .(Irish Potatoes)

Grade/Size Crate Net Wt. Ave. U .P . Graded Off Grade Total

I-XL 57 1 ,3 6 2  P 0 . 6387 f* 869 .92
I-L  127 3 ,0 0 7 .5  ... . 6481 1 ,9 4 9 .1 4
I-M  62 1 ,4 3 2 . 5 . 62 8 898. 34
I-S  4 99 .5 6 9 4  5 5 .9 8  . P 3 .7 7 3 .3 8

Off grade __ 5 118 .5 0  ___________  5 9 .0 0  _____ 5 9 .0 0

^ 3 ,7 7 3 . 38 1 *3 ,8 3 2 .3 8

L ess: Commodity Loan

80 percent F 2 ,0 5 0 .4 7
20 percent 5 1 2 .6 2  §>2,563. 69 f*2 ,5 6 3 . 63

Sales commission (6%) , 2 2 6 .4 0 3 .5 4 2 2 9 .9 4
Cooperative com m ission"^!%) 37. 73 .5 9 3 8 .3 2
Transportation (6 ,081 klg. x  .0 5 ) 348. 10 6 .9 5 • 3 5 5 .0 5
Grading fee (6, 081 x .0 1 ) 59. 62 1 .1 9 6 0 .81
Crating fee (255 x 50) 1 2 5 .0 0 2 .5 0 1 2 7 .5 0

Interest (Aug. 25 to Sept. 19 
on 80% of commodity loan 
at 12%) 2 3 .9 2 23. 92

Total Deduction 3^3, 383. 86 1 4 .2 3 1 *3 ,3 9 8 .6 3

Net Due P  3 8 9 .5 2 f* 4 4 .23 4 3 3 .7 5



In th is example, three features of the scheme should be pointed out. 
F irstly , due to grading or sorting, the better quality vegetables are given 
price premium. There is  a difference of ^ 0 .1 3  per kilo between the prices of 
the I-XL and offgrade. Secondly, the commodity loan has made it  possib le 
for the farmer to take advantage of a better p rice. And, thirdly, the growers 
received prices higher than the guaranteed p rices, or f^433.75 per 1,000 
kilograms more than the total value of the vegetables based on the guaranteed 
price.

Some of the problems encountered in the implementation of the marketing 
aggreement are reflected  in the reply of the General Manager of the GMTFM 
to the inquiry of the manager of the Cooperative, to wit:

.......... p lease be informed that we have liquidated a ll cabbage shipments
receiv ed , including those mentioned in your aforestated l e t t e r ..........

. . .  . .th e  sa le s  proceeds were barely enough to repay the 100% commo
dity advances granted previously to  the farmers concerned, we could 
not even recover the corresponding expenses incurred for transportation, 
crating , e tc . and had to  absorb th ese a s  lo s s e s .

we tried our b est to pay the offgrade or u n classified  cabbage 
received but the poor p rices at which the cabbage* were sold plus the 
high rate of spoilage made this im p o s s ib le ..........

The Atok Farmers Cooperative
Marketing A ssociation , Inc. . . .  -  9 -

Marketing C osts

In th is paper the term "marketing c o s ts "  is  used loosely  for the simple 
reason of my inability  to separate the real exp enses from the profit. Accord^* 
ing to Thomsen, -^/marketing co sts  should be used only to include actu al : 
exp enses of marketing a g e n cie s , including both fixed and variable c o s ts . In 
th is  study com m ission is  included as a part of marketing c o s ts . It is  a known 
fact that a part of com m ission is  profit, but a s  to how much of it  is  profit is  
d ifficu lt to te l l .  At any ra te , based on the Cooperative records and data 
gathered from personal interview s of farmers and middlemen including whole
sa lers and retailors of vegetab les of the members of the Atok Farmers Coop
erative Marketing A ssociation , In c . a comparative marketing c o s ts  an aly sis  
of the FaCoMa was made,
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^  THOMSEN, Frederick Lundy, Agricultural M arketing, 1st Edition 
New York, M cG raw -H ill, 1951.
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ation co st via the Kennon Road is  higher than that thru the other way. In the 
area studied the truckers usually took the Naguilian Road, thus lowering co sts  
despite the d istan ce.

... The containers used by the middlemen or farmers for packing the 
vegetables are of three types. Large, loose-w oven bamboo baskets that 
cost about § 1 .  00 to f l . 2 0  each are generally used for products like cabbage. 
When fu ll, these baskets weigh approximately 100 k ilo s . Smaller crates of 
the same general construction are used for lettu ce and celery . These crates 
co sts  about W0. 80 to P I .  00 each and hold approximately 30 to 35 k ilo s .
Beans and other small vegetables are usually packed in tightly w oven-basket. 
They are one-w ay, one-use containers that are cut apart or destroyed by the 
w holesalers and re ta ilers .

Vegetables are packed in bamboo b a sk e ts 'in  an upright position.
Baskets in upright position have substantial v ertical strength. But in loading 
them for shipment to M anila they are laid on their sid es with other containers 
placed on top of them. The bamboo containers have p ractically  no strength 
when placed sid ew ise. Thus, loading them in this position resu lts in a tre
mendous amount of damage to the vegetables in a ll but the top layer of con
ta in ers. The-weight and rough roads crueh the outer portion of vegetab les, 
the sharp edges of the bamboo strips cut and bruise a ll leav es they come in 
contact with. The net result is  lo sse s  that often run to as much a s  a third 
of the shipmeht7? ersp ^ ciaily ;-for leafy  v eg etab les .

Another problem with th ese containers is  that they are too large to be 
handled ea s ily  and effic ien tly . Two men are required to lift  to the truck a 
large container holding about 100 k ilo s . As a resu lt of the weight factor and 
the d ifficulty  of handling them, the containers are frequently dropped in the 
loading or unloading p rocess. This resu lts  in more damage to the v eg etab les .

Due to the partial ban on trucks and buses in the M anila area , cargo 
trucks from Baguio usually unload cargoes at the term inals. Then, another 
se t of trucks allowed tb  operate in M anila to deliver the goods to  the whole
sa le  and re ta il outlets in the c ity .

The transportation rate for delivering vegetables to the Mariila area is  
P 5 .00 for three baskets and ?*0. 50 per basket of the e x c e ss  quantity. The 
total marketing cash  co sts  in the marketing of cabbage by middlemen is  
P 1 0 8 .5 4  including spoilage. The c o s ts  are higher when lo s s e s  due to  faulty 
handling and loading are considered.

M arketing c o s ts  (Cooperative). During the year under study, the 
vegetable Cooperative marketed a part of the products of the farmer-members.
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It had a w holesale market outlet in M anila with a manager hired jo in tly  by 
several cooperatives. However, due to management and operational problems 
in  the w holesale outlet the jo in t venture was discontinued.

TABLE 2 . -  Marketing co st per 1. 000 kilograms by cooperative

I T E M S  ■ • COSTS

Transportation (rP 0 . 05 per kilogram) ? 5 0 .0 0

Service fee (5 percent of gross sale) 1 6 .0 0

Container (3?1.10 co st per basket) 1 2 .1 0

Spoilage, shrinkage (4 kilos per basket) 1 4 .3 2

Transportation from terminal to re ta il outlets 
(i^5. 00 for the first three baskets and 
;P 0. 50 per basket for the e x ce ss ) 9 .0 0

. T O T A L F 1 0 1 .4 2

By and large, the marketing co sts  of 1 ,0 0 0  kilograms of cabbage through 
the Cooperative is  lower than the marketing c o sts  through middlemen. For 
marketing the produce of the members, the cooperative deducts from the pro
ceed  of the s_aie five percent of the gross sa le . In the p ast, the Cooperative 
co llected  one percent marketing fee in addition to the five percent serv ice 
fe e . For these fees the Cooperative looks for the highest p ossib le  price of 
the v eg etab les. Based on the farm price the marketing c o s ts  are already 
3 8 percent of the total value of the veg etab les. The estim ated co sts  include 
only the expense incurred between the farmer and the w h olesaler. It was 
d ifficu lt to gather the co sts  between the w holesaler and the re ta iler . Jud
ging from the margins, the reta il marketing co sts  could be su b stan tia l, esp e
c ia lly  with more perishable commodities like leafy  v eg etab les . If we 
consider that 50 percent of the margin between the w holesaler and reta ilers
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is  c o s ts , then we can have an additional c o s t , P50 per 1 ,0 0 0  kilogram s. 
Therefore, the total marketing co sts  w ill be IH 5 1 .0 0  per 1 ,0 0 0  kilogram s. 
Percentagew ise, the total marketing co st is  one-third of the to ta l value of 
1 ,0 0 0  kilograms of vegetab les. Considering that the total margin is  ?370  
per 1 ,0 0 0  kilogram s, then we can conclude that the profit of ^ 219 per 1 ,0 0 0  
kilograms is  to be shared among the middlemen involved in the marketing of 
the product.

Marketing co st per 1 .0 0 0  kilograms (GMTFM). The marketing co st 
of vegetables bought by the Greater M anila Terminal Food Market is  ^ 1 0 0 .4 8  
per 1 ,0 0 0  kilogram s. As in the other methods, the highest item of expense 
is  transportation, which is  P 50 . 00 per 1, 000 kilograms or FO. 05 per kilogram. 
The GMTFM a lso  co lle c ts  a grading fee of -:>0. 01 per kilogram, crating fee of 
F 0 .5 0  per crate or b ask et, and a sa le s  commission of 6 percent of the gross • 
sa le . For the Cooperative, a commission of 1 percent is  co llected  from the 
sa le  proceed. In addition, in terest on the commodity lpan at the rate of 1 
percent per month goes to the GMTFM . In effect-, this is  a storage fe e .

TABLE 3 . -  Marketlnq^costg of cabbage per 1. 000 kilograms' using 
the GMTFM w holesale outlet

jj

COEHi—I C O S T

Transportation (F 0 .0 5  per kilogram) =P50.00

Grading fee  ( ; '0 . 01 per kilogram) 1 0 .0 0  :

Packaging fee (^ 0 .5 0  per basket -  11 baskets 5 .5 0

Sales com m ission to GMTFM (6 percent of gross sale) 1 9 .8  0

Commission to Cooperative (1 percent of gross sale) 3 .3 0

Interest on commodiiy loan  (1 percent per month 
for ©288) 1 2 .8 8

Transportation from terminal to-M anila outlets ., . . 
?*5. 00 for f irs t three crates and 7>0. 50 per 
crate for e x c e s s . 9.00

T O T A L P I 0 0 .4 8
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It is  to be noted that grading and packaging are new serv ices which 
are added to items of co st. Grading undoubtedly improves the marketing 
system . Aside from the fact that it fa c ilita te s  buying and se llin g , it provides 
in cen tives for farmers to produce better quality product because of the price 
d ifferen tia ls . Growers w ill only transport high quality product to  a distant 
market for high economic returns from it . Ofigrades are usually sold a t the 
lo ca l market because it may not be econom ically profitable to  ship them to  a 
d istant market. The packaging fee co llected  by the GMTFM which is  not - 
found in the other methods is  an additional expense. Lack of proper pack
aging or crating in the general marketing structure is  a problem. This problem 
is  aggravated by faulty loading. Improving crating may save some of the 
vegetab les that now go to w aste. It is  a n ecessary  function and it must be 
encouraged in the marketing of v egetab les.

Prices and Margins '•

TABLE 4 . -  Average farm to reta il price per kilo of Irish potatoes, 1969

GMTFM COOP MIDDLEMEN

Pesos
Farm 0 .4 5 0 .4 7 0 .3 5

W holesale 0 .6 4 0 .6 5 0.55

Retail 0.80 0 .8 1 0 .7 5

Farm, w holesale and retail p rices of Irish potatoes. The farm prices 
in  th is paper are not the actual amount received by the vegetable grow ers. 
Handling co sts  including transportation, crating and spoilage are usually 
deducted from the farm p rices. Commissions are a lso  deducted for the 
serv ices rendered by jobbers and brokers. In th is Cooperative, the farmers 
received higher average prices when the Cooperative marketed the Irish 
potatoes of the members. On the average the farm price paid by the GMTFM 
w as lower by ^ 0 .0 2  per kilo than the C ooperative's farm price but higher by 
f * 0 .12 per k ilo  than the farm price received from the middlemen who bought 
d irectly  from individual farmers (Table 4).

The w holesale prices used here are the prices paid by the re ta ile rs . 
This does not imply that in the marketing channel there is  only one w hole-
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sa le r . As a matter of fa c t there are several of them which may include a 
lo ca l contractor, merchant trucker and real w holesaler. The prices indicated 
in Table 4 are the highest w holesale prices in the various schem es. It was 
not p ossib le  to get the w holesale prices a t the various le v e ls . It was even 
more difficu lt to get the markup. The average w holesale price of Irish 
potatoes bought from individual farmers was the low est, followed by the 
w holesale price to th e GMTFM .

It was not difficult to determine the reta il prices because the number 
of reta ilers buying from other retailers was in sig n ifican t. In other words, 
there was an in sign ificant number of middlemen between the la s t  w holesaler 
and the re ta ile rs . The average reta il price paid by the consumers was 
low est for vegetables handled by middlemen. In a ll c a s e s , the main reason 
was the fact th a t  vegetables bought by middlemen from -individual farmers 
were not sorted, c la ss ifie d  or graded. On the other hand, v eg etab les mar
keted through the GMTFM and by the cooperative were carefully sorted or 
g rid ld . ' Seme of t h e ' offgrade s~~were not -shipped- to distant .market ou tlets.

M arketing margins of Irish  potatoes. The total absolute marketing 
margin is  the difference between the farm price and re ta il p rice. The per
centage marketing,margin is  computed by dividing the difference between the 
se llin g  and buying prices by the selling  p rice. The absolute a s  w ell a s  the 
percentage marketing margins between the farm price and w holesale price 
were highest when the products were channeled to the middlemen and the 
GMTFM. When marketing was done by the Cooperative the marketing margin 
was the low est, which was PO, 18 per kilogram (Table 5). The reason for 
th ese  very high margins is  primarily the ex isten ce  of many middlemen in  the 
marketing ch an n els. '

The high margins indicate in effic ien cy . The margin of profit of these 
middlemen may not be very su bstantial considering the fa c t that several 
people w ill share the amount after deducting exp en ses including sp oilage.
By and large, the absolute and the percentage margins between the whole
sa le r  and the reta iler were lower than the margins between the farmer and 
the w h olesaler. The lo g ica l explanation for th is phenomenon is  the presence 
of more middlemen prior to the la s t w holesaler than after the la s t  w h olesaler.
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TABLE 5. -  Average farm to retail marketing margins per kilo  of Irish
Potatoes, 1969

GMTFM COOP MIDDLEMEN
Absolute Percentage Absolute Percentage Absolute Percentage

Farm to 
w holesale P 0 .1 S  29 v 0 . 18

'
28 P0.20 36

W holesale 
to reta il 0 .1 6  20 0 .1 5 19 0 .2 0 27

T o t a l P0.35
.ass i----- ..

P 0 .3 3 §*0.40

The farmers had a larger share when they marketed their potatoes to  the 
GMTFM and through the Cooperative (Table 6 ). It was best for them to market 
through the Cooperative by pooling. They received on the average PO. 58 for 
every peso paid by the consumers. When middlemen bought their potatoes 
they got only P 0 .4 6  of the p i . 0 0 , which is  P 0 . 12 lower than the share they 
received  through the Cooperative. The share of the w holesaler handling, 
potatoes sold by middlemen was 5*0.27 of the consumers p l . 0 0 ,  which was 
P 0 . 50 higher than the share for w holesaler of potatoes marketed through the 
cooperative. In general, the reta ilers ' share were sm aller than those of the 
w h o le sa le rs '. The p ossib le  explanation for th is is  the fact that Irish potatoes 
are not highly perishable and so spoilage is  not very high.

TABLE 6. -  Distribution of peso paid by consumers for Irish potatoes. 1969

GMTFM COOP 1 MIDDLEMEN

Farmers PQ .56 - 0 .5 8 P0.46

W holesalers 0.24 0 .2 2 0 .2 7

R etailers 0.20 0. 20 0 .2 7

T o t a l oo
•

r—i *■ O o P I .  00
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Farm, w holesale and reta il prices of cabbage. As in potato , the 
average farm price of cabbage of P0.26 per kilogram was the low est in the ' 
third marketing scheme (Table 7).  In the ca se  of the GMTFM the average 
farm price regardless of grades was P0.33 per kilogram. - The figures indi
cate  that the farmers produced more or le s s  equal quantities of grades 1 and 
II of cabbage. The GMTFM guaranteed floor price is  §>0.36 per k ilo  for 
Grade 1 cabbage and ¥“0. 30 for Grade II . The W holesale prices in the three 
schem es were more or le s s  equal. However, in the re ta il p rices , the low est 
was P0.64, the price paid by consumers for cabbage bought by middlemen 
from individual farmer-members. The main reason for this is  the low quality 
of the cabbage.

TABLE 7 . -  Average farm to re ta il prices per k ilo  of cabbage. 1969

GMTFM COOP MIDDLEMEN

Pesos ■

Farm ; 11 P 0 .3 3  P 0 .3 2  -  P 0 .26

W holesale^ 0 .4 9  0 .4 9  0 .4 8

R etail 0 .6 9  0. 68 ......... C. 64

TABLE 8. -  Average farm to re ta il marketing margins per k ilo  of cabbage. 1969

GMTFM • COOP MIDDLEMEN

Absolute Percentage Absolute Percentage Absolute Percentage

Farm to j 
w holesaler j PG. 16 32 P 0 .1 9  39 P 0 .2 2  46

V'/holesaler 
to retailer 0 . 2 0  30 i 0 . 1 9  28 0 . 1 6  25



The farm to w holesale absolute a s  well as percentage margins were 
highest in the vegetables of farmers marketed by middlemen, or P 0 . 2 2  per 
kilogram and.46 percent, respectively  (Table 8). On the other hand, the whole
sa le  to reta il margins were highest in the GMTFM scheme and low est in the 
middlemen schem e. Parenthetically, the highest total absolute margin of 
P 0 . 3 8  per kilogram was for cabbage bought from growers individually; th is 
w as followed by absolute margin under the cooperative marketing.

In the GMTFM marketing schem e, the farmers received P 0 . 48 for 
every F I .  00 paid by the consumers (Table 9). In the middlemen schem e, the 
farmers received only PO. 40 of the p l . 0 0  paid by the consum ers. Table 9 
in d icates that the group of w holesalers handling cabbage from individual far
mers received more than one-third of the peso paid by the consum ers. Of a ll 
re ta ile rs , the group who bought'cabbage from the GMTFM received the b iggest 
sh are . . . , .

The Atpk^Farmers Cooperative
M^r)c6ting A ssociation, In c ........... - 1 8 -

TABLE 9. -  Distribution of peso paid bv consumers for cabbage, 1969

GMTFM COOP MIDDLEMEN

Farmers .... P 0 . 4 8 P 0 . 47 P 0 . 4 0

W holesalers 0.23" ’ 0 . 26 0 . 3 4.. ..

R etailers 0 . 2 9 0 .27 0 . 2 6

T o t  a 1 PI. 00 -PI. 00 n . o o
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Financial Arrangements

The Atok Cooperative met its  cap ital requirements by means of equity 
and debt financing. Members attempted to strengthen the financial structure 
of their Cooperative by adopting the following capital formation schem es:

1. When a farmer jo in s a cooperative, he is  required to  pay an
entrance fee of varying amounts and one or more shares or 
s to ck s . At times when capital for production and marketing 
is  badly needed, the cooperative retains from the sa le  proceeds 
an amount equal to at lea s t the value of two unpaid subscriptions.

2 . The cooperative instituted the Revolving Capital Fund for varying 
periods at 8 percent in terest per annum. It co llected  PO. 01 per 
kilogram of vegetables sold to or,through the cooperative. The 
Fund is  primarily intended to finance the marketing operations.

3. A very limited number and amount of cap ital loans from the
members were obtained at tim es when other sources of capital 
were not availab le  except from members.

The cooperative has used the following methods of obtaining 
capital from non-members:

1. The Agricultural Credit Administration financed the. marketing
operations of the Atok FaCoMa by granting it  a P 5 2 , 8 0 0  operating 
cap ita l loan that would be gradually replaced by membership 
cap ita l within a period of not more than five y ears. Capital con
tributions of the members came from two sources: (1) their
patronage a llo ca tio n s and (2) deductions from their sa le s  pro
ce e d s . Their contributions were applied to payment of shares 
of stock and revolving cap ita l of the Cooperative.

ACA estab lish ed  at the Philippine National Bank Branch in 
Baguio City a loan fund account ex clu siv e ly  for vegetable financing. 
The fund is  under the jo in t resp on sib ility  of the ACA Branch Credit 
Manager and the Branch C ashier in Baguio C ity. Out of the funds 
a llo cated , an "Operating Capital Loan" w as extended to the 
Atok FaCoM a, in the form of credit line to  be used only for the 
following purposes: (1) to make advances again st commodity 
deliveries by Cooperative members, based on current prices in 
Baguio C ity , and (2) to cover in itia l Marketing and operational 
ex p en ses, including the procurement of e sse n tia l farm supply items 
needed by the members. ■
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Loans released  under this scheme are amortized for a period 
not exceeding five (5) y ears. Payment of the yearly amortization 
is  in accordance with a schedule jo intly  agreed upon by the 
Cooperative Manager and the ACA Branch Credit Manager. The 
in terest on the loan is  eight percent (8%) per annum.

2 . The Greater M anila Terminal Food Market has a lso  extended 
financial a ss is ta n ce  to the members of the cooperative in the form 
of production a s  w ell as commodity loans/advances. Upon delivery 
of the produce, the GMTFM extends to the farmer-member, thru
his cooperative, a commodity loan/advance of 80 percent of the 
value of vegetable based on the guaranteed floor price for each  
grade. The remaining 20 percent plus an e x c e ss  amount due to 
prices higher than the guaranteed floor p rices is  given to the 
farmer-member after deducting transportation c o s ts , grading and 
crating fe e s , com m issions, and other c o s ts .

3 . The lo ca l contractor, trucker or middlemen provide the vegetable 
growers with production loan usually without in terest with the 
promise from the growers that they,w ill deliver a ll the* marketable 
surplus to the farmer. The grower has a ; sure market for h is pro
duct usually at price's lower thari the current ones. In th is c a s e , 
the moneylender provides credit fa c ilit ie s  both for production and 
marketing. In th is arrangement, the dispenser of credit a c ts  a s
a monopsony. ; .

The Atok farm ers Cooperative
Mari;£tihg A ssociation, In c ............-  20 -

R e c o m m e n d a t i o n s

Of the methods of marketing presently used by the Atok Farmers 
Cooperative Marketing A ssociation , In c . marketing by the Cooperative and 
the Greater M anila Terminal Food M arket are highly recommended with b a sic  
m odifications in m echanics. ,

The pooling method of marketing with a cooperative branch in M anila 
a s  a w holesale outlet should be given tdp priority in the development of 
marketing cooperatives. In order toim prove the schem e, the following 
measures are n ecessary ; . - a '

1 . Since vegetables are relatively  perishable it is  VQry important 
for the w holesale outlet to have cold storage or rent cold storage 
Space so  that when there is  a market glut, the management w ill 
be able to delay the disposal of the v egetab les.
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2 . The Agricultural Credit Administration should provide adequate 
guidance and supervision of the w holesale operations in M anila 
to avoid the occurrence of unexplained lo ss e s  or spoilage.

3 . The manager and other accountable employees should be adequately 
and properly bonded to protect the cooperative and its  members 
from misuse of funds,

4 . The policy of limiting credit sa les to buyers in the w holesale
outlet should be strictly  observed to avoid substantial co llec tib le s  
which may later become bad debts because the debtors can no 
longer be located . If p o ssib le , sa le s  should be on a cash  and 
carry b a s is .

5 . To be able to attain  an economic volume of b u sin ess, it is
advisable to invite other vegetable cooperatives in the provinces 
to use the fa c ilit ie s  in the w holesale outlet. If there are already 
several cooperatives in the business of'marketing vegetab les, 
then the next step is  to organize a federation which w ill manage 
the w holesale outlet in M anila.

6 . The ACA or other lending institu tions should make availab le  more
short-term  as w ell as long-term credit to the cooperative and its  
members to meet its  minimum requirem ents for e ffic ien t func
tioning.

The marketing scheme introduced by the Greater M anila Terminal Food 
Market needs the following improvements:

1. The GMTFM field  rep resentatives should be competent in the 
grading of the produce. In the p ast, the grades certified  by the 
fieldmen more often than not were downgraded in the GMTFM 
Central O ffice which resulted in the d issa tis fa c tio n  of the members. 
It produced a credibility  gap between the farmers and the fieldm en.

2 . To be able to give the commodity loan/advance upon the delivery 
of the produce, the GMTFM must se t up a Revolving Fund primarily 
for th is purpose. It has been observed that commodity loans/ 
advances were given one week after the delivery of the produce. 
This p ractice leads farmers to think that they have been cheated .
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3 . Regardless of the behavior of the supply and demand of v eg etab les, 
the GMTFM should buy from the members through their cooperative 
at the guaranteed floor price for each grade even if  there is  a 
market glut. This, in e ffe c t , w ill really provide the incentive for 
the farmers to produce more vegetab les.

# # # *
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In order to establish the objectives of the problem in 

this paper, I r?ill present a hypothetical case. It is impera

tive to focus on real problems in order to plan, to research, 

to implement, or to manifest the results of the recommendations 

from the research into promotional activities. The case study 

is a composite of cooperative marketing problems probed in 

Taiwan, South Korea, Thailand, Japan, India, Ceylon and Pakis

tan. No nation is void of the issues presented here.

This,case illustrates the various problems to be solved 

by nations and cooj^eratives. The methodology presented in 

this case may be used in various forms depending on the cir

cumstances of the marketing situation. This methodology can 

be used for:

1 . a developing nation's cooperative that has 

a large share of a fruit market in another 

nation, and finds itself losing.its large 

share to other producer nations.

2 . a developing nation's cooperative that once 

had 25-30% of a fruit market in another nation 

and finds it has complete loss of the market.

3. a developing ration* s cooperative that would like 

to introduce their fruit for the first time to 

another nation.

After I have briefly presented this case, I will state in 

the facts of the case the methodology in which the problems ha 

been traditionally approached, then we will attempt to attack 

the situation under a modern business marketing management 

orientation.



The fruit growing nation is callcd TAKAPAN and the fruit 

is called Wasser. The market happened to bo a developed 

nation called PANDIA.

Wasser fruit is highly perishable and spoils within 

14 days after ripe. Therefore, it is important to pick 

fruit at the right moment so that product can be shipped 

across the seas to PANDIA.

INSERT

Wasser is mainly produced by small farmers, who take 

their produce to a local cooperative where it is cleaned.

.Wasser is graded by government inspectors into A  grades.

Only the top two grades are exported. The cooperative packs 

the export fruit in large weighed buskets. It is transported 

to the Cooperative owned and operated warehouse at the dock 

facilities of three harbours in TAKAPAN. There it is grade aga 

by a PANDIA. Manistry of Agriculture technician. The product 

is then assigned to 12 -15 exporters who take title when product 

In delivered onto a refrigerated ship. When the ship reaches 

PANDIA, the product is unloaded by the shipping company and 

placed in a warehouse owned by the importers association where 

title is transferred after inspection by the importers asso

ciation for damage due to mishandling by the shipping company. 

Of course, Wasser is insured through the shipping process.

The importers transfer approved Wasser fruit t<j> large whole-
!

salers, who then transfer Wasser fruit to retailers.

Mr. 800 has been marketing Director of the Wasser Fruit 

Cooperative (WFG) for the past five years. In this- period 

sales have increased 10% in volume. TAKAPAN'S share of the 

market for Wasser fruit in PANDIA has decreased from 97%  to 

59%. Sales of Wasser fruit have increased by 11% in these 

five years to other nations in the Far East.

The Minister of Trade called Mr. Soo and lectured that 

the nation needs foreign exchange. *'A1though Wasser fruit has 

increased a total of 10% for the past five years, this did not



meet the standard 6f growth in the economy of 5% per year for 

TAKAPAK. Moreover, the total foreign exchange earned with the 

increase of 10% only brought in a 8Y0> foreign exchange gain."

Mr. Soo said that Wasser Fruit Cooperative was the most 

successful cooperative in the Par East.

The Minister replyed "may be, that is so, but farmers claim 

the cooperative is not striving for increased production and 

increased sales." The Minister of Trade suggested something 

be done quickly about this situation, or the Ministry would 

persuade the President of the Wasser Fruit Cooperative (WFC) 

to find a new Marketing Director.

After the conversation with the Minister of Trade, Mr. Soo 

called together his Agricultural Marketing Economist, the 

Cooperative Economist, his Marketing Research Manager and his 

researchers. He asked them to prepare recommendations to 

expand the market and solve to The Wasser Cooperative's problems 

in marketing Wasser in PAHDIA.

The agricultural Marketing Economists was trained in 

England and Australia, and later trained in a joint Takapan 

Western Institute. His report stated that "Wasser is a fruit 

that was available all year round. Wasser deteriates within 

two weeks and even faster if it is picked ripe at harvest. A 

Wasser plant takes 24-^30 months to bear its first fruit and 

the plant has a profitable productive life of eight years.

Wasser is cleaned by water spray and carefully graded in local 

cooperative stations by government officials. Only the top two

grades are pakced for export, and the remaining two grades are
i ■

consumed by the ever expanding domestic population, The co

operatives have rippening, referigerated storage areas in
on

TAKAPAN at three shipping dock areas." He reported/the history 

of Wasser in terms of production, how many hectres were planted 

specific areas planted, yields of different areas, who produces 

Wasser, hectres each grower produced, time of gestation of the 

fruit, varieties of Wasser production of each variety, varieties



for export; the size of each plant and the number of fruit 

from each plant. He stated, "PANDIA was the biggest market", 

and what the yearly amount of Wasser shipped to PANDIA effects 

of disease and weather on export; he stated Wasser occupied firs 

place as an export earner of all farm products and third place 

in all exportitems; and dollar figures as to exports for the 

last three years; and the last year dollar sales decreased 

"due to serious competition in PAKDIA's market." He stated that 

he was on a special Committee to look into "boosting production, 

improving ’/asser producer's share of export profits and "esta

blish smoother marketing of 7asser to PAKDIA. He and his commit 

tee recommend the following:

1. Supply of Wasser seedlings;

2. Expansion of Wasser plantation;

3. Readjustment of seasonal production of 

Wasser in order to achieve a more uniform 

distribution of product to FANDIA;

4. Weather protection support;

5* Increase Wasser fruit yields through soil 

conservation, fertillizer allocation and 

application, and pest and disease control;

6. Demonstration farms and experimentation 

and research;

7. Credit facilities and Wasser production 

supervisory groups;

8. Strict control of prices and margins aimed 

at promoting the welfare of producers;

9. Carefully planned production and exports 

through allocation to exporters and the
f : » '

assistance of the Wasser Fruit Cooperative.;

Wasser Fruit Cooperative Economist was trained in economics 

it a prestige United States university for his higher degree.
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He drew up Supply and Demand Schedules, obviously based on histo

rical data. Then he made estimations on historical data to 

projected future markets in PANDIA. He stated "competition on 

the international 'vasser market is likely to be very keen in 

the future." He advocated the following suggestions:

|

1. Raise the per unit area yield,

2. Improve packing and transportation,

3. Strengthening the Wasser Fruit Marketing 

Cooperative,

Mr. Sato, the Marketing Research Manager, trained in the 

excellent agricultural schools of various foreign countries, 

reported on the marketing channel of Wasser fruit. His analysis 

included farm gate prices and carried through both middlemen 

and the cooperatives to the various stages to the shipping 

point.

All these reports were analyzed by Mr. Soo. But, he could 

not find out any answers to the cooperatives problems and the 

Minister of Trades request. He futher questioned leading 

TOPAKAN university ecomonists and agricultural economists 

and their research on suggestions to help the Farmers, and the 

Foreign Exchange request of the Minister of Trade with respect 

to Wasser. None of these discussions or reports helped Mr. Soo 

to solve his problem.

Mr. Soo discussed this problem with his brother who is an 

industrialist. His brother told him that Dr. Armstrong of the 

International, rarketing Institute was in town, and why doesn't : 

Mr. Soo invite him on a two week consulatation fee basis to 

analyze Ir. Soo's problems and possible alternative solutions 

to find out procedures to solve those problems.

Dr. Amstrong said he would be happy to spend 14 days in 

order to propose a methodology to solve the problems.

For the first three days, Dr. Armstrong talked with the 

President of Wasser Fruit Cooperative and Mr. Soo (Marketing'



Manager). He then intervio?/ed the key personnel in the co

operative, farmers, collecting agents, local transportation 

companies, inspecting centers, local cooperative officials, 

exporters, government officials, and shipping companies.

He flew to PANDIA, talked to importers, wholesaler and retailers. 

He reviewed the promotion and advertising of importers, com- i 

petitors producing '7assor fruit and other substitued fruits.

He returned to TAKAPAN and read all published data provided by  

the economists, agricultural economists and all other recom

mendations by University professors.

He then produced the following document which is the 

International Marketing Institute's methodology to solve 

marketing problems and export planning (Produced in Appendix I.)

Dr. Armstrong suggested that I. r . Soo throughly.read this 

document so that he could discuss its meaning and the advantages 

of this kind of approach.

He stated categorically that Wasser Fruit Cooperative and 

the government of TAKAPAN knew little about the consumer in 

PANDIA; nor anything about potential of the PANDIA market; or 

about the process of how the product moved through the channel 

in PANDIA: nor did Wasser Fruit cooperative understand the 

competition and what promotional activities the competition was 

using to gain a greater share of the market from TAKAPAN; nor 

did Wasser understand what promotional activities they 

should pursue. Dr. Armstrong stated only a modern business 

marketing research approach could give Mr. Soo, Wasser Fruit 

Marketing Cooperative, and the Government of TAKAPAN ANSWERS 

to action to expand its share of the market, and to earn more 

foreign exchange.

Dr. Armstrong strongly recommended the Marketing Direction?,

c
Marketing Research Manager, Agricultural Economist, Economist 

and number of leading Ministry officials attend a eight week 

training session a handling 'the results of the extensive 

research advocated in the plan (Appendix I) into Real Marketing, 

Decisions.



Dr. Armstrong stated the budget for the actual research 

might range from '415,000 -$25,000. He added that based on 

total sales of $85,000,000, he thought an outside private 

agency could provide the consumer data that was needed in 

PANDIA., and the remaining data could be gathered and processed : 

by the Wasser Fruit Farketing Cooperative staff with the 

assistance of the Takapan government.

Once Appendix I type of research has been done, more 

specific research might be considered. But this could be 

done by trained marketing management who carefully thought out 

their problems and who could then write more specific marketing 

research specifications. But Appendix I, the IMI approach, shoulc 

be the Minimum approach for a nation of TAKAPAN slize and its 

dependence on Wasser Exports. This last statement includes 

the Wasser Fruit Marketing Cooperative.
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Appendix I . 129

Areas of Inquiry in Export Marketing Research and Planning

We may now review the facts that must be looked into in 

a standard marketing research survey. We will do this 

from the point of view of home-based and overseas-based 

analysts working cooperatively on a study.

The first point to make is that no survey can ever be 

100% complete. Surveys will vary in thoroughness depend

ing on serval factors, including:

a. the nature of the product and the characteristics of

the markets it serves, and the availability of data 

about those markets; . c

b. the time and resources available for the work; and

c. the ability, training and experience of the 'analysts.

In final analysis, the latter factor is most important.

A good analyst, while fully aware of routine research 

methods, is one who is able to invent oi* adapt his method

ology to suit each specific task. To be a good analyst, 

one must have a flexible, creative and analytical mind.

The second most important prerequisite for a good research 

job is thorough knowledge of the product under stujly and 

of the capability of the industry that produces the product. 

Thus, prior to, and in conjunction with the extensive desk 

research to be carried on by the home-based research, staff '%£.&■' • .v-v
(as discussed in a previous section), it is necessary 

that the home-based staff learn everything it can about 

the industry and the product under study on a first hand

The International Moaticting Institute Methodology



basis. This information will be indispensable to the overseas-

research end of the study.

Thus, commodity export capability records, including in

dividual company and cooperative profile cards, should be kept up 

to date at all times. It should be a key function of the Inter

national Trade Information Center to maintain these records 

as compiled by marketing researchers so that when ever the 

overseas research and promotion staff require such information 

(which is daily) they can obtain it without delay.

STAGE ONE: Background analysis - The client, the product,

the industry, and the problem.

A. Identification of the Client. (In this case our monticting 

cooperative)

1. Name and address

2. Locations of headquarters, branches, warehouse, 

processing plants, ect.; domestic and-overseas.

3. Ownership structure + organization chart, including 

inter-corporate relationships.

4. Employee structure.

5. Capital structure.

6. Total annual sales in currency value during 3 years.

7. Total export sales " " " " "

B. Product Analysis: The Client Case - Description of the
1

product group, and product lines within the^ group, for 

which a marketing plan is to be made.

for export)

a. Unit capacity - by

-sizes, materials, shapes, styles, models, 

design, quality levels, etc.

b. Special export standards applicable to

based staff when they are asked to carry out the field

©

1. Physical specifications (of the particular com]
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product's finish, materials, weight, accesso

ries, dimensions, purity, uniformity, etc.

2. Performance specifications of product.

a. Functions performed by product.

b. Major uses for the product.

(component or ingredient in other products 

or as an end-product, itself)

c. Comparison of product with other (competitive

products having same general utility

-and special benefits derived from client's product.

d. Special requirements for use, maintenance, or 

servicing.

3. Psychological specifications of product.

a. Major selling appeals; sensory values and 

benefits for the user; practicality, economy, 

necessity, quality, ole fashioned, moddrn, etc.

b. Type of customer attracted by products’ image and 

appeals:

- mass consumption goods buyers

- specialty goods buyers

- impulse goods buyers

- other appeal-types of buyers.

c. Special market segments for the product:

- types of persons (age, sex, occupation, 

education level, ethnic background, etc.); 

types of institutional markets for product;

types of industrial market f<pr the product.
I

4. Cooporative image as a producer of product for:

- importance, reliability, quality, delivery, 

economy, etc.

5. Cooporative history as exporter of the product.

a. Total annual unit and value sales for the 

product by product lines - for 5 years.

b. Comparative profitability (gross margins) 

of commodity lines



- at FOB average, and

- in domestic market.

c. Export sales (units and FOB values) for each 

commodity line - by - markets of destination, 

and total for all export markets.

d. Comparative proficability of each product 

line for each major export market.

6 . The client's technical situation and condition:

a. Raw materials situation.

b. Machinery, equipment and physical plant situation.

c. Operating capital situation.

d.- I; an-power situation..

e. Quality control situation.

f. Export trade channels and facilities situation. 

Product Analysis: The Industry-Wide Case.

1. Identification of other producers of the product 

group. For each:

a. Names and addresses.

b. Location of branches, factories, etc.; at home 

and overseas.

c. Ownership structure.

d. Capital structure.

e. Employee structure.

f. Total sales (units - value) of the product 

during 5 7/ears.
i

g. Total export sales (unit + FOB vdlue) of the 

product during 5 years„

2. Industry ■-wide annual production - 5 years.

(see section II above)

3. Industry-wide annual exports of the product - 5

(see section II above)

a. Client’s share of total annual production - 5 year

b. Cleint's share of total annual exports - 5 years. ,



4. Outlook for industry as a whole as compared with 

other major actual or potential producing countries.

- Materials and equipment situation.

- Technical know-how situation.

- Manpower situation.

- Financial situation.

- Distribution facilities situation.

5. "Country image" as a producer of the product (logical, 

natual, surprising, abnormal, etc.)

- compared with other major actual or potential 

producing countires.

6 . Status of, and targets for, the product in SOKG 

5~year Plans.

D. Definition of the cooporative Marketing Problem(s) to be 

resolved by the Export Marketing Plan which is to result . 

from this study.

1. Statement of each problem in two forms: ®

a. As a problem - e.g. "cooperative does not know 

how his product is marketed."

b. As an objective - e.g. "to identify specifically 

in which national and sub-national market the 

cooperative's product is marketable, and to defin 

what strategies are required to achieve market 

penetration where a potential existes."

2. If physical production, materials supply, technical

know-how, financial support, etc., type problems must 

be resolved prior to tackling the marketing problems, 

these should be identified and a decision made as to 

whether marketing planning should proceeds prior to 

their being resolved. ff
'1 ?

STAGE TWO: Development of a Target Market Strategy.

A. Industry-wide exports of the product to each foreign 

market - 5 year-record (units and values)

B. Foreign markets for the same product exported by major
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competitor countries (e.g. Japan, Hongkong, Taiwan, etc.)

1. Bank all importing countries by valued of imported 

product from each, of the competing supplier countries 

for as many years as possible up to five.

2. Compute comparative value of each country's exports

to each of 10 major importing countries (estimated 

unit prices times number of units).

C. List top five importing countries of the product.

1. Compute industry-wide share of imports by each c o u n t y

2. !' Client share " " " " "

D. Selection of specific country market for detailed analysis 

and market planning.

1. State reasons and criteria for selection of the 

particular target market.

E. The Target Market Situation.

1* Consumption of the product during 5 year history.

a. Annual production - units + value.

b. " imports - " + " °

c . " exports - " + "

(Analyse exports + re-exports, if important)

- Compute a + b - c = consumption except inventory: 

(e.g. "apparent consumption")

2. Project consumption trends for total and per capita,

a. Straight line or moving averages.

3. Project relevant market indicators. For example:

a. Personal consumption expenditures for all type 

of fruits, or products that compete with fruits.

b. candy consumption data.  ̂ a

c. Other. m

4. Competitive situation/share of market patterns,

a. Major brands produced in the target market

and their major competitive features. ,%

b. Major imported brands and their.; competitive :;j| 

features.



Price situation.

a. Retail prices of particular commodity in 

the country.

b. Average price of imports (divide value of imports 

by quantity of imports),

6 . Quality control requirements.

a. Quality standards applicable to the product.

b. Inspection procedures for export products.

7. Product and package design requirements.

a. Special requirements in product (moisture, 

temperature content, size, etc.)

b. Product specifications for consumer acceptance 

(color, style, fashion, etc.)

c. Package requirements - standard shapes, sizes, 

quantity, label requirements, language, warnings, 

ingredients.

8 . Availability of major marketing, trade, and promotion 

organizations and services:

a. Exporting country representatives.

b. Chamber of Commerce

c. Banks.

d. Trade promotion organizations.

e. Government agencies related to imports 

(National Marketing Boards)

f# Trade associations for the product 

(Cooperative Selling Organization)

g. Exhibit and display centers.

h. Shipping and transport companies. |

i. Private Commercial Marketing Research Agencies.
M

9 # Import regulations and controls.

a. Tariff, customs duties on imports. i

b. Inspection, quality or other standards required

for import-food and drug regulations, warnings 

on labels, etc. i

c. Other forms of controls on imports such as 

quotas, anti-dumping regulations, etc*
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10. Economic and financial situation.

a. Rate of foreign exchange-availability, and 

trend in rate.

t>. Financing regulations-L/C, and other forms 

of payment.

11. Geographical situation.

a. Climatic conditions affecting product use in 

the country.

b. Size and topography of country affecting use 

and distribution of product.

c. Major rail & highway lines for distribution.

d. Major cities by size.

e. Major port(s) of entry-airports-free export 

zones for trans-shipment in nearby countries.

f. Adjacent countries for future market expansion.

F. Segmental Target Markets by Customer Types.

1. Types of customers: End users - demographic & socio-
©

economic characteristics of ultimate buyers and users 

of the product.

a. Locations-major cities & population centers for 

sales, distribution & constunption-regions and 

major market areas-one or several?

b. Characteristics related to consumption, such as 

age, sex, occupation, income, nationality or 

other groups-relative size and importance in 

the population etc.

c. Per capita income-buying power-distribution of 

income related to product purchase.

2. Types of customers for the product: Industrial and 

institutional buyers and users.

a. Types of industries & manufacturers using 1 h€ 

product.

b. Special markets-list and describe if applicable 

to product.

-  J.?  —
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-  Utilities, transportation & Communications.

- Military, government procurement.

- Institutional-schools, hospitals, restouran

3. Types of customers for the product: Distributors.

a. Importers

b. Wholesalers

c. Retailers

d. Chain stores

e. etc.

STAGE THREE: Development of Transportation Plan, Distribution

Cost Analysis, and Pricing Strategy.

A. Distribution Channels from Factory to Buyers. (If more 

than one channel, show proportional distribution)

1. In exporting country , .

a. Own company.

b. Trading company/export agent.

c. Shipping company.

d. Other (be specific).

2. In target market.

a. Importer/Trading companjr.

b. Shipping company.

c. Agent or representative.

d. Branch office.

e. Wholesaler-retailer.

f. Retailer direct.

g. etc.

B. Packing Requirements. (

1. Protection of goods from damage, pilfering, ^etc.

2. Identification on shipping cartons.

3. Special packing requirements for handling.
f-

4. Number of product units per measured ton or (40 cu.ft

C. Domestic Handling in Exporting Market, Documentation and 

Financing.

1 3 7



1. Warehousing Refrigerated, inventory for export.

2. Preparation of shipping documents.

3. Financial arrangements-types of payment.

4. Inspection of goods for shipment,

5. Types of insurance coverage.

D. International Shipping.

1. Form of transport-air/surface-special types of 

transport.

2. Port of embarkation & debarkation - reasons for selection

a. Shipping distance, 

b* Shipping times,

c. Trans-shipments,

3. Shipping lines between these ports.

4. Facilities for loading, unloading and storage at ports.

E. Base Price FOB Factory - Cost Analysis.

1. Cost of raw materials per unit.

2. Cost of labor per unit.

3. Cost of overhead per unit.

4. Cost of sales per unit.

5 . Cost of advertising & promotion per unit.

6 . Profit per unit V "

7. Other cost per unit (Specify) . J:

F. CIF Price Port of Debarkation.

1. Cost of export packing, documentation, financing, 

inspection, overhead, warehousing, offive expenses, 

etc. per unit.

2. Shipping costs per unit*

3. Insurance cost per unit.

4* Port costs per unit.

5* Other costs per unit (Specify).

G. Comparison of Costs in E and F, above, with Costs 

of Imports from Other Countries.

H. Calculation of a Pricing Structure that will be competitive 

with the prices of the product as imported from other countriq^*

(This price will not include mark-ut) to cover  ̂ £
cost of sales promotion in the T-r^et market.)

1 3 8
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STAGE POUR: Development of Sales Promotion Strategy and 

Sales/Distribution System.

A. Selection of Sales Channel(s).

1. Definition of types of intermediate buyers to be 

approached.

a. Local exporters-trading companies.

b. Foreign importers for specific types of 

products.

c. Distributors or agents for specific types of 

products.

d. Manufacturers or Processors for specific types 

of products.

e. Wholesale or retail buyers.

2. Sources for names of buyers in overseas markets.

a. Directories of importers, agents, etc.

b. Local trade promotion organizations.

c. Local embassies and consulates. 0

d. Banks, airlines, shipping firms.

e. Sources in the overseas market.

- Trade promotion organizations.

- Banks,'shipping companies, etc.

.- Chamber of Commerce.

- Trade Associations.

- Other sources.

B. Methods for Contacting Foreign Buyers.

1. Direct mail to prospective buyers. ^

a» Types of letters to different types of buyers.

b. Physical handling of mail-out.

c. Plan for follow-up of non-repliers (series djf 

promotion letters).

d. Plan for follow-up of repliers.

- Those interested.

- Those not interested.



e. Maintenance of records-procedures.

2. Use of trade fairs, exhibits and display centers.

a. display centers and exhibits.

b. Trade Fairs.

c. Flans for displays or exhibits.

- Products.

- Space utilization & design of display.

- Records of inquiries and visitors-buyers 

names, addresses, and type of interest.

- Materials for handout to visitors.

3. Personal travel and visits overseas.

a. Preliminary planning of trip.

-Preparation, schedule, itinerary and travel 

arrangements-purposes for trip.

- Persons and organizations to contact by 

personal call.

- Materials to show to prospective buyer^ and 

agents.

b. Setting up appointments to see buyers.

- Having a base for contact-address & 

telephone.

- Secretarial, translation or interpretation 

services needed.

c. Follow-up plan on return to home office.

4. Evaluating prospects.

a. Credit investigation.

- Through banks. {

- Through credit information agencies.

b. Selection of agent (Criteria for selection)

- Territorial coverage.

- Qualifications for sales and promotioC

- Other arrangements.

5. Cost of Expense items in nB " „

'1*0-19-
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C. Requirements for Informing Buyers about the Product.

1. Catalogue sheets or brochures.

a. Describing product-values, benefits, specification;

b. Describing company-reputation, present customers, 

production, financing, physical facilities, inspeci 

tion procedures, capitalization ctc.

2. Price list CIP port of debarkation.

3. Delivery and financing terms.

4. Sales arrangements with agents, representatives, 

importers etc.

a. Territorial coverage.

b. exclusivety.

c. Promotion and advertising arrangements.

5. Cost of expense items in "C"

D. Requirements for Attracting Buyers.

•3

1. Advertising.

a. Media to be used-trade publications, international 

bulletins, mass broadcast and/or print media, etc.

b. Main copy themes or appeals to create image and 

reputation for brand, company, or product.

2. Special promotional devices.

a. Design of displays, cartons.

b. Posters, banners, tags on merchandise.

c. Gift premiums.

d. Samples. j

e. Other merchandiseing devices-calendars, ask trays*

etc. |

3. Packaging.

a. Special labeling-brand names, directions fossilise, 

language, color, design.

b. Inserts, promotion leaflets.

c. Special container designs. p
/

4. Corporate and brand symbols, logos,^tc.



5. Cost of expense items in "D".

E. Service Organizations for Advertising.

1. Internationa^ agencies in exporting market.

2. Agencies in the importing country market.

3. Cost of advertising agency services.

F. Final Estimate of Sales Prices required to Market the 

Product Profitably. (See Stag Three, item H : Those costs/ 

prices + research costs + costs in B5 ,C5 ,D5 and EJ, above + a 

reasonable profit margin, will determine the final pricing 

policy.)

-  21 -
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Gentlemen:

Agricultural Marketing Economists do not understand 

Marketing; nor do they understand consumers or customers; nor 

do they attempt to understand other segments of the Marketing 

Mix, which includes Advertising. THAT IS NOT SHOCKING. IT IS- 

THE TRUTH, since their training generally ands at the terminal 

mark it or at the most, the wholesaler. In a review of the econo

mic Literature through colleagues in Thailand, Taiwan, Japan,

South Korea, India, Fakistan and Ceylon, less then 1% even mentior 

marketing in a modern business sense. 99% or more &ill take in 

Agricultural Marketing terminology with a few model formulations’ 

to bning the research seemingly up to date. They view the problem 

either from an academic axercise, or a governmental a cooperative 

or iron a farmer's viewpoint which are all legitimate. That is 

only half the story.

But never - - - never from the consumer or the buying 

viewpoint. We, Agricultural Marketing Economists tend to concludc 

our analysis at the terminal market or the wholesaler.

Economists (I place myself in that category as well) 

are no better. Both Agricultural Economists and Economists still 

view the problem as a static Supply and Demand situation - - - an 

that is where it stands. Professor Herman Southworth told us in 

1957, "Agricultural Marketing Economists ought to review the 

business sector and ought to use consumer orientation." Few of u

h a v e . Peter Drucker, economist, author, and international expert
i

on marketing has stated "?;e should view ou*r problems in the firm, 

in the nation, or any other business enterprise from the B u y e r ' s’ 

end and then and only then will viable alternative solutions conc

to light." J r
In the industrial sector, and the consumer goods sector 

the agrument of marketing over the productive sector is over. A 

firm must know where their product is sold before management
& '-y

decides to built a new #30,000,000 plant. It'^ easier to lose J
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up to $20,000 on a marketing survey then trying to explain to 

stockholders why a 530,000,000 plant was either obsolete, or 

too large, or even to small, or that there is not a market for 

the produced product.

marketing mix approach to the problems of marketing foods. But 

the Agricultural Economic journals still have not. The developing 

countries economists and agricultural economists view their 

export marketing problems in static Supply and Demand schedules

porations in successful exporting countries continue to make 

drastic errors in marketing fresh fruits and vegetables. They 

think they are secure once they have found a broker or buyer 

who may take the product at the harbour of the exporting 

country. The usual result has been loss of a significant share 

of the market to another country, or a total loss of the market 

to competition, or inability to approach marketing for the first 

time on a potentially profitable product.

market by these so-callcd successful countries is several fold: 

l) Cooperatives are unable to identify their own marketing 

problems and were not able to set cooperative objectives in 

marketing their fruits: 2) Unqualified marketing management 

to make decisiions that are vital to success of the marketing 

of the fruit commodity: 3) Lack of Marketing Research which 

would pinpoint consumer preferences, habits, attitudes, marketing 

channels, and the media or advertising strategy based on the j

marking research to regain their historical market, and in fact * 

expand their markets: 4) Lack of knowledge on where '

trained marketing research personnel.

Very often developing countries through their co

operative will subsidize exports In order to sqlve the problems ,

In the food business, we have finally reached a modern

or regression analysis at best.

Major Cooperatives and major Export Development Cor-

The basis for the shrintage of their share of the

obtain this kind of knowledge: 5) Lack of competent



of lagging exports, instead of tackling the situation head-on. 

This is eventually laid on the domestic consumer in heavy taxes 

and is usually obsorbed by farmers and the low income earners 

of the developing countries, thus, causing unnecessary hard

ships on disposable incomes which could purchase other goods 

and services.

ters of the larger developed country. Often the cooperatives 

inherit these situations from historical practice or possibly 

legislation pushed through by the private sector. But more 

often it is the fault of the cooperative: It is easier to

trade this way, less work, very few problems, much less efford 

or risk. They often hold the product for the exporter at the 

dock; they even refrigerate oir place the product in protected 

storage, frequently, they even purchase ships, and ship the 

product for the paper exported. The exporter does not know his 

market. He gusts paper transfers Wasser to the importer in 

the larger developed country. The market share, diminishes each 

year even though their alles have a gradual growth; that is 

until competition comes in. Price quotations are eventually set 

for farmers by exporters and importers - - - at least in the 

beginning. Then, farmers with their rising expectations want 

their incomes expanded, ask their cooperative to expand their 

quotas. The cooperative contacts the exporter and asks them 

to expand their quotas with, the importers of the developed country 

and eventually negotiations take place. Importers have never 

explored their market and it is in their interest not to expand , 

their prices and firm control of their existing market. SO 1T0TIyfl 

ING GETS DONE* Then, the farmers bring pressure on the govern-* 

ment either through cooperatives or through direct political ^

action very often through the press. Eventually, the govern

ments are worse. IT IS NOT THEIR BUSINESS TO MARKET PRODUCTS.

In Takapan 10-15 exporters sell to at least 250 imp

f
ment gets incolved

If cooperatives have sad Bparketing experiences, gove



They are the slowest to react; they are not qualified in busi

ness negotiations; finally, they view the problem in terms of 

RESTRICTIONS not EXPANSION. Anotherwords, they see the problem 

negatively, not positively.

Let me repeat - - - government negotiations between 

two countries do not usually expand the market. They are pro

tectionist and restrictive.

Where is the solution? Solutions can be insituted 

with an aggressive cooperative or a Development Corporation. 

Traditional industrialists and traditional cooperatives who were 

production oriented have died in the last few years either by 

more dynamic marketing oriented cooperatives, or by private 

businessment. THE COOPERATIVE MUST OPERATE AS A CORPORATION,

AND THE OBJECTIVES ARE THE SAME. Without this assumption the 

cooperative should get out of business since all it adds is an 

additional expense in the form of a middleman, or as another 

link in the marketing channel. The cooperative must be the 

push - - - the dynamic innovator - - *- the cooperative must 

lead his industry not lag behind the pricate sector. The co

operative must introduce new ideas in marketing Wasser Fruit; 

he must have all the answers BEFORE they are asked. Anyone can 

build plants, produce products, even grow Wasser; but are those 

plans or plants based on how much product that plant or co

operative can sell today and tomorrow? Are these products 

what consumers want? At the place the consumers want it? At 

the time the consumer want it? Have the cooperative promotional 

strategy been geared to consumer present wants arid needs, and, o 

course, future wants and needs?

Wasser is transfered from the cooperative to the 

exporter who makes a profit by meerly assuming some of the 5 

risks by finding an importer or several importers. The 

operatives function ends. Sooner or later the exporters g^ts 

the farmers and the cooperatives and/or the government to pay 

for advertising in the larger country. No one checks how the

14b



advertising funds are being used; often they go into the pockets 

of the importers and that ends the effectiveness of those adver

tising funds. You can see the farmers, the cooperatives are at 

the mercy of the larger country.

If advertising exists it is most uncreative and only 

states "How good Wasser fruit is, because it comes from TAKAPAN" .

Who cares? Does the consumer care where that product 

fruit comes from. NO. She is concerned with providing a healthy 

prodnct that has multipurposes for her children. She is concerned 

with how easily she can purchase it; how long it keeps in her 

refrigerator or her storage area; how easily and convenient she 

can :;ervG it; and compared with other fruit, is the cost fairly 

competitive for this convenience; how attractive the product 

appears in its package or raw form; and what attractive forms can 

she prepare the product. All of these thoughts go through her 

mind and more. Remember, the Purchaser is Mrs. Consumer, not 

other membors of the family. But the end user is not only Mrs. 

Consumer, but more importantly, her children or her husband.

Thus, you see M r s . Consumer does not care about- Wasser coming froi 

Takapan, she cares about pleasing her family's needs and desires.

But the cooperatives does not know this - - - nor does 

the exporter, nor does the importer, and often the wholesaler 

does not know; and believe it or not the retailer is just as 

deficient in this knowledge.

This is how marketing research can help the coopera

tives solve all the above problems. The objectives of research 

should; 1) Find out consumer habits, attitudes with Wasser and 

the effect of competition from other countries; 2) Evaluates 

other competing types of fruit; 3) Pind the bottlenecks in the 

marketing channel i n . order bo replace and remove those bottle- 

necks in the .marketing of Wasser; 4) Select the proper promo

tional activities through all types of media from the analysis 

of consumer habits, attitudes etc. 5) Expand demand, so farmers 

can expand production and gain more income; 6) Earn valuable



Recently, a book published about the Japanese 

government's role in business, said "MITI always maintained 

that no one has ever measured the market„ That, supply and 

demand situations for a growing economy never balance and 

are certainly not static."

I'll take that one step further, even MITI has not 

measured their market both at hone or abroad. With good 

marketing research by MITI or private sector personnel,

Japan could pass all the developed nations before all the 

projections. THIS GOES FOR COOPERATIVES AS WELL.

148
foreign exchange for its government.
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The Vegetable Price Compensation Scheme in Japan

1. Vegetable Production & Marketing in Japan

The land of Japan extends to a long distance from north to south.
The climate is relatively mild. Favored by these conditions, a large 

variety of vegetables are produced in this country and fresh vegetables 

are abundantly on the market throughout all the seasons of the year.

Vegetables are daily necessities and the demand for them is growing 

in parallel with the rising incomes (Table 1). Production of vegetables 
is also increasing in accordance with the growing demand. The increases 

in production have been largely due to increases in the yield per unit 
area. The overall planted acreage has shown a small increase or a 

tendency to level-off in recent years (Tables 2 and 3)*

Fresh vegetables are daily shipped from the producing areas to 

wholesale markets by agricultural co-operatives, voluntary groups of 
producers, collecting brokers and individual producers. Through the 

wholesale markets, many kinds of vegetables are distributed to retail 

shops and finally to consumers (Fig. l). In Japan, the central wholesale 
markets, which handle about 42% of total volume of marketed vegetables, 

play a central role in the price formation. The price fluctuations are 

larger in vegetables than in other types of agricultural products. The 
following are among the factors causing price fluctuations of vegetables 

(Fig. 2, Table 4):

(1) Production of vegetables is influenced by the seasons as well 

as by the weather conditions, and the yield varies greatly due 

to abnormal weather and climate.

(2) The planted acreage tends to increase or decrease as a result 

of the price fluctuations in the previous year. Furthermore, 

the instability in yield and price has resulted in unstable 

supply of vegetables.

(3) Vegetables are, in general, highly perishable and difficult 

to be stored.

(4) The demand for vegetables is not elastic.

2. Administration on Vegetables

For stabilizing the prices of vegetables, it is essential to 

stabilize their production and shipment in accordance with demand.

-  1 -
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For this reason, the Government is taking the following measures 
under the Vegetable Production and Marketing Stabilization Law:

(l) Designation of Concentrated Producing Areas

The Government is encouraging to establish the concentrated 

vegetable producing areas where the production and marketing 
of vegetables are conducted in a more stable and better- 

organized manner to meet the demand in the big cites (Table 5)*

(i) The following are selected by the Government as 
designated vegetables because of their high levels of 
current consumption and expected demand increases in 

the future:

Cabbages, cucumbers, Japanese radishes ("daikon") 
onions, tomatoes, egg-plants, carrots, Welsh onions 

("negi"), Chinese cabbages, lettuces and green peppers.

(ii) The designated consuming areas specified by the Govern

ment are the following urban areas where the population 

is concentrated:

Area Coverage Population (in 1968)

Keihin Area T o k y o , Kawasaki, Yokohama 14,248,000

Chukyo Area Nagoya 2,018,000

Keihanshin Area Kyoto, Osaka, Amagasaki, 

Kobe, Himeji

6,639,000

Kitakyushu Area Ki takyushu, Fukuoka 1,915,000

Sapporo Area S a p poro, Otaru 1 ,109,000
►

(iii) The Ministry of Agriculture and Forestry publishes 

every two years the demand prospect of 5 years herice 

for the designated vegetables in the designated con

suming a r e a s .

(iv) The concentrated producing areas to supply vegetables 

to the designated consuming areas are designated by 

the Government for each designated vegetable and for 

each period of marketing. The following are the re

quirements to be applied at the time of designation:

- 2 -
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a. The planted acreage should be expected to reach 
higher than a certain level.

In the case of an area to supply vegetables to 
Keihin Area, the level is 50 ha for cabbages,

"daikon", onions, carrots, " n e g i " , Chinese cabbages 

and lettuces, 25 ha for spring cucumbers, winter 
cucumbers, winter tomatoes and spring egg-plants, 

and 30 ha for summer and autumn cucumbers, summer 

and autumn tomatoes and summer and autumn egg
plants.

b. The amount to be shipped to the designated con
suming area should be expected to reach more than 

one half of the total shipment of the designated 
vegetables from that area.

c. The co-operative marketing should be expected to
reach more than two thirds of the total marketing.

(v) A co-ordinator is placed in each designated producing

area to give intensive guidance to the producers.

(vi) The producing area designated b y  the Government is to

establish a plan for modernizing production and market

ing of vegetables within three years after the 
designation.

The Ministry of Agriculture and Forestry subsidizes 

one third of the costs of introducing production equip

ments for joint use and collection and shipment facili
ties to promote co-operative marketing according to this 

plan.

(2) Promotion of Well-planned Production &  Marketing

In order to organize better-planned production and marketing 

in accordance with the prospected demand, conferences for each 

designated vegetable are held in each designated consuming 

area before planting and before marketing. Participants of the 

conference are wholesale receivers, representatives of producers 

organizations and national and local government officials. At 

the conference, the informations and views are exchanged and 

a necessary adjustment is made for production and marketing 
p l a n s .

The Ministry of Agriculture and Forestry makes a daily survey 

of amounts of vegetables delivered and their prices at the 

central wholesale markets in 11 principal cities, and the

l

-  3 -



153

results of the survey is distributed throughout the country 

within the day by means of teletype, telex, and other.

(3) Price Compensation for Vegetables

The prices of vegetables are daily determined by the auction 
at the market. The Government makes no intervention in the 

formation of the prices of vegetables. However, when the 

average market prices of specified vegetables decline lower 
than a certain level for the whole period of marketing, some 

compensation are made to the producers under an established 
scheme. The Government supports and finances this compensa

tion scheme.

3. Outline of Vegetable Price Compensation Scheme

(1) Aim of Price Compensation Scheme

The aim of the vegetable price compensation scheme is, when 

there is a marked decline in the price of principal vegetables, 

to alleviate bad influences upon the producers and to prevent 
a decrease in the planted acreage in the following year.

For this purpose, the Association of Vegetable Production and 

Marketing Stabilization Fund was established in 1966. The 

Association grants a compensation for the producer through its 

members when the market price of a vegetable declines below 

the specified level. At present the price compensation scheme 

covers the following six items of vegetables: onions, cabbages, 

Chinese cabbages, carrots, cucumbers, and "negi".

(2) Organization of the Association of Vegetable Production and 

Marketing Stabilization Fund

The Association of Vegetable Production and Marketing 

Stabilization Fund is an organization established voluntarily 
by the shippers of vegetables under the Vegetable Production 

and Marketing Stabilization Law.

The members of the Association are organizations, such as 

federations of agricultural co-operative unions, etc., which 

supply designated vegetables to the designated consuming area. 

The participation and withdrawal into and from the Association 

are free (Fig. 3).

(3) Operations of the Association of Vegetable Production and 
Marketing Stabilization Fund

-  4 -
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(i) Raising of the Fund

The fund for grants of price compensations to producers 
is raised by the members, the Prefectures and the State. 

The allotments for the members and the Prefectures are 

25% respectively and that for the State is 50%  of the 
total fund.

(ii) Granting of Price Compensations

The compensations are granted to the producers through 

the members to which the producers entrusted the sales 
of their products, when the average sales prices of 

the specified vegetable decline below the guaranteed 
price level on the central wholesale markets in the 

designated consuming areas.

The guaranteed price level is fixed to three fourths 

of the weighted mean of the sales prices in the past 
years on the central wholesale markets of each desig

nated consuming area.

The amount of a grant for price compensation to the 

producers is calculated by multiplying the unit value 

by the volume delivered to the market. (If the 
actually delivered volume exceeds the contracted 

volume to be compensated, the unit value is to be 

multiplied by the contracted volume.)

The unit value of the price compensation is decided to 

be equivalent to 80%  of price differential between the 
guaranteed price and the average actual market price.

(If the average sales price is lower than the minimum 

price level, the compensation does not cover this part.

In other words, the unit value of price compensation 

covers only the differential down to the minimum price.)

The each member that receives a grant for compensation 

to the producers from the Association should promptly 
make compensation payment to the producers, who entrusted 

the sales of their products to it, on the basis of the 
entrusted volume (Fig. 4, Tables 6 & 7 ).

(iii) Compensation for Discarding at Farm Level

The current scheme of compensation does not coV|er those 

amounts which are not shipped to the market arid those 

parts of prices which are lower than the minimum price 

level. In view of these defects, a new attempt is going

-  5 -



155

to be made. A certain amount of compensation (20% of 
the average market price in the past) is to be intro

duced on an experimental basis for discarding at farm 
level when such discarding is forced to be jointly made 

by producers' groups as a necessary and effective m ea
sure to restore the market price.

This measure, however, is not effective if a consider
able amount of vegetables is shipped to the market by 

the groups other than members of the Association. For 

this reason, compensation for discarding is to be con
fined for the time being to summer and autumn cabbages, 

the shipment of which is best-organized by the members 
of the Association (Fig. 4).

- 6 -



Table 1

Table 2 

Table 3 

Table 4 

Table 5

Table 6 

Table 7

Fig. 1 

Fig. 2 

Fig. 3

Fig. 4

International C o m p a r i s o n  of Per Cap i t a  An n u a l  
C o n s u m p t i o n  of V e g etables

P l a nted A c r eage of P r i n c i p a l  V e g e t a b l e s

P r o d u c t i o n  of Principal V e g e t a b l e s

Trend of W h o l e s a l e  Prices

Share of -Designated P r o d u c i n g  Areas to the 
Total D e l i v e r i e s  of V e g e t a b l e s  into D e s i g n a t e d  
C o n s u m i n g  Areas (in 1967)

D i v i s i o n  of Acco u n t  for Price C o m p e n s a t i o n

The A m o u n t  of Price C o m p e n s a t i o n s  p a i d  to 
P r o d ucers

M a r k e t i n g  C h annels of V e g e t a b l e s  in J a p a n

Annual F l u c t u a t i o n s  of C o n s u m e r  P rice Index

O r g a n i z a t i o n  of the V e g e t a b l e  P rice 
C o m p e n s a t i o n  Scheme

D e t ails of V e g e t a b l e  P r i c e  C o m p e n s a t i o n  Scheme
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CCSLLABORATICN B M  CCNSUMER C0CPERAT1VES AND AGRICULTURAL COOPERATIVES

Shiro Futagami 
Deputy Director
International Cooperative Alliance (
New Delhi 

• • •

Introduction

The need and importance, of collabo*“«iidn between eon sumer- cooperate 

and producer eooper&tives have been discussed for quite some time and som< 

attempts have alsxxbeen j&ada by several ©onsume^s cooperatives in I

no much -achieveme has been made so far.

Howeverfth© «hang-es of etseJLcr-ecoaowie -condi ti-orts *ad technjx-al iiap; 

in vatbus. fields in the reusent years have necessitated the direct- linkage 

consumer and producer organisations.

Under such -ciroumstanees- consumer cooperatives, agricultural and 

fishery cooperatives have given considerable thoughts to the development < 

direct collaboration between consumer and producers eooperktives and variov 

achievements have been made tboughit is still in the initial trial stai 

There are many problems yet to be solved for further systematic expansion 

such mutual collaboration.

I am going to introduce some examples to show how and what attempt: 

are being made in Japan with a view to develop the collaboration between 

consumers and producers cooperatives.



2. Present status of consumers and agricultural cooperatives in Japan

Consumer coop societies ^gr. Coop 
Societies

■ v ['I / ’

Community
consumer
societies

Employees
consumer
societies

Total

Multi-purpos<
societies

N o . of 
societies

871 709 1,580 7, Q74

Membership 
(1000)
(per society)

5,467
(10,595)

3846
(5845)

9,313
(7933)

7,061
(1014)

Share capital 
(million) : ;<~

9,170 130,212

Supply - . 
(000000)
No. of" so6ietie$
surveyed
(per society)

53,021

(336)

(158)

75,156

(633)

"(149)

-  -12 $ , 1-27 

( 969) ,

Oi .U41) . .

854,469'

d 2 3 )

i. Fo‘6<Ss . . 52,,773 . 112,501

i i . Clothing 17,002 15,314

iii. Durable consumer 
goods

■ • K j. 1 ;. 11,681' -j - ' 14,371

iv. Land and buildings . : 9,600

v , L .P .Gas : '■■"•'-‘..-n ■-
"-‘■-•Jin: 12,239.

v i . Others "1 . , 41,377

v i i . F a m  requisites
"I

' 1 ■ ;.-■■■ 633,113

Savings received , : : .....
3 ,481,884

Loans advanced (000,000) ' 11 dj 1,694,350

ma rket in g(00°,000) 
(fruits and vegetables)

1,903,337 
.( 205,537)
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3. Patterns of Operation

Since the direct transaction between consumers' and producers' 

cooperatives in Japan is still in initial stage and much depends upon the 

initiative of individual societies, the patterns adopted vary from society to 

society. However, it may largely be classified as follows:

a. A. consumers’ cooperative society and a group of producers. 

b.\ consumers* cooperative society and an agricultural -cooperative 

society.

c A  consumers ccDpera’tive society and several agricultural 

cooperative societies or their federations, 

d.A group of consumers cooperatives and an agricultural ̂ cooperative 

society or federations.

4. Examples of practical collaboration

A . Fukushima Consumers Cooperative Society

i . Outline of the Society

The s o c i e t y  was established in 1932 with 50 members. The first store 

was opened in 1955 and the membership at that time was 1,143. The society 

had established four self-service stores by 1969 and membership increased upt

9,000. The amount of their share capital in 1969 was more than 40 million yen 

and its turnover in 1969 was 800 million yen,

ii. Direct supply of agricultural produce from agricultural 
cooperatives to the societies:

A. Grapes:

1, New Channel

Motozawa in Yamagata prefecture is one of the high quality grape 

growing areas. There are 253 grape growers who are holding 100 hectares of 

grape orchard. Motozawa agricultural cooperative society is serving to its 

600 members including grape growers in this area.,

Motozawa agricultural cooperative society made the first shipment 

of grapes to Fukushima consumer's cooperative society in August 1968 and the 

volume of transaction between the two societies has considerably increased. 

Shipment ofgrapes by Motozawa agricultural cooperative is made in packages 

of one kg. each which makes handling easy for the consumer cooperative 

society. ’



Nada-Kobe Consumers Cooperative S o c ie ty

a . Outline of the society

1957-58

1962-63

1967-68

Membership

25,651

53,291

125.500

No. of employees 

No. of branch offices 

No, of stores 

Area covered

share capital 
(Y 000)

66,790 

331,590

2,715,000

Total amount of supply 
( Y  000,000)

990

4,530

18,600

3 ,700

26

18 (most of the stores are super markets)

8 cities (20% of the total households in 
eight cities are members) J

b . Commodities purchased from producers-cooperatives

I tem Supplier Year of
starting
transaction

j/a-lue of 
purchase for 
1969-70

Note

Rice

Noodle

Potato

Scallions, 
Yam, Radish

Hyogo Pre.Economic 
Fed. of Agrl Coops

Hiroshima Prof .Econ. 
Fed of Agrl Coops

Tottori Pref .Economic 
F e d . of Agrl Coops

April 1951

July 1951 

1954

S e p t . 1968

(Y 000) 

534,049

14,288 

25,000

2,000 Stopped in Sept ̂  
1969. Yam suppi JjP 
by agrl. coops was 
the best quality 
even at Osaka 
central wholesale

market .Brokers of 
the market informed 
Economic Federation 

■that they will not 
accept their consi 
gnments if they 
continue to supply 
yam to consumers 
cooperative.
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Onion, potato,

lettuce, apple 
oranges

Potato

Onions, Melon Hyogo Pref . E c o n . 
Fed. of Agrl.Coops

Nishinomiya Fruit 

and Veg. Assorting 
6 entre of Zenhanren

Hokuren (Hokkaido 
Pref.Scon.Fed)

Lettuce, cabbage Nagano P r f . Ec o n . 
e t c . F ederation

Pickled plums

Grapes

Wakayama Pref.Fed. 
of Fruits Growers
Coops

Tojo-cho primary 
c o o p .

1955

1963

Oct. 1967 

July 1969

Oct. 1968

8.000

42,000

6.000

8,000

3.000

Aug 1968 2,800

Apple (Kokko)

Pear

Hiraga Primary Oct 1968 2,500
Agrl Coop

Tottori city \g.Coop Sept. 1969 2,500

Mandarine Orange Mikkabi Agrl.Coop

Beef Zenhanren Osaka 
Branch

March 1970 14,500

April 1961 577,900

Broiler chicken April 1961 150,685

Eieans

Canned asparagas

Canned orange 
canned peach

Fish meal

Hyogo Pref.Econo. 
Fed of Agrl Coops

Hokuren

Zenhanren Osaka 
Branch

Hyogo Eco. Fed.

Egg

Zenhanren Kobe 
branch

Total

March 1960 28,832

Aprl 1967 33,881

June 1967 13,800

15,539

Nov. 1960 5,739

1953 463,600

i960 531,200
I

2,485f813

Zenhanren packages 

with small bags

Price is much cheaper 
than market price

Price is 10% less 
than market price

All grapes procured 
by this society are 
supplied to the 
Nada Kobe Society

Shipped from four 
prefectural economic 

federations,

Shipped from Okayama

Pref.Economic Fed.

60% of retail price
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1 . Outline of the Society

The society was established in 1949 with the employees of Toyota 

Automobile manufacturing Company of which the number of employees is more 

than 30,000. The membership of the society hds been extended to the employees 

of Toyota Transport Co, Toyota Concrete Co, Tpyota Automobile Sales Co 

and some residentsdn the same area.

\t the end of March 1968, the total membership $f the society 

was 38,160 and the employees of the society was 1,500. The society has 

18 branch offices and stores with total office and sales area of 20,000 sq. 

meters. The total turnover was about 6,800 million yen (about U3 $ 10 millions) 

One of the special features of the society is that the society
V ■

was undertaking supply of meals to the f-actory workers. The society provides 

about 70,000 meals per day on an average. Out of 1500 employees of the 

(society 600 are employed in this activity.

2 ; Need for Collaboration with Agricultural Cooperatives

It was quite a problem for this society to procure the raw 

materials for such a large quantity of meals. If the society buys 

the materials at the Nagoya Central wholesale market, the wholesale price 

will be very, much raised. Therefore the society approached Toyota Agricultural 

Cooperative Society with a view to getting supply of agricultural produce 

at established prices. Toyota city municipal office also supported the 

linkage between the two societies and extended sorte subsidy to those 

farmers who grow crops on a planned basis to meet the requirements of the 

Toyota Consumers Society. During 1967-68 the Toyota Consumers Cooperative  ̂ ^ 

Society purchased agricultural products from Toyota agricultural cooperative 

society as follows:

Vegetables Y  15 million (13% increase against the previous year)

Meat v  12 million ( 6% increase)

&Eg ¥ 34.7 " ( 4% increase)

Noodles 13,8 million ( 41% increase)

Others V  20 million ■ «

This amount is about one sixth of the total amount of marketing 

of Toyota agricultural cooperative society. However, the Toyota agricultural 

cooperative society meets only 15% of vegetables required and 70% of eggs 

required by the Toyota Consumers Cooperative Society. *

There is much scojie for both the societies to increase the 

volume of transactions in the future,

C . Toyota Consumers Cooperative S o c ie ty



1 . Supplier Farmers in Terigoe Village in Akita Prefecture-

2 . Year of starting supply July 1969.

3. Method Contract farming. The society discusses with the

group of farmers in the village before plantation, 

and decides varieties, grades, quantities and seeds.

4. Commodities:

Quantity, Purchase price Consumer Retail
price of price in
society market

D. CDAT£ Consumers' C ooperatig  S o c ie ty

Radish 18,000 pieces Y  13.50 /piece Y  15

oCM

Carrot 6,360 kg t 30 / kg 50 70

Sweet c a m 3 ,922 pieces 10 / piece 12 15

’■Velsh onion 2,820 bundles 10 / bundle 15 20

Beans 300 kg 75 / kg 90 120
garlic 4,475 pieces 15 / piece 18 23

Pumpkin 1,600 kg 30 / kg 50 80

Potato 2,000 kg 15 / kg 20 30

5. Problems

1. Quantity

As compared to the total volume of marketing of agricultural 

cooperatives, the quantity supplied to consumers cooperatives are still 

marginal. The volume of supply is yet to be increased in order to 

increase effectiveness of direct transactions.

2 . Varieties:

Consumers cooperatives require variety of vegetables 

and other commodities throughout the year. To meet such requirements 

collaboration with many agricultural cooperatives in wider area or with 

their federations is needed.
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3. Delivery schedule:

The delivery programme, is to be carefully worked out 

especially in case of perishable items.

4 . Pricing;• .

This is the most important and difficult problem. 

Various methods are now being tried by various cooperatives to solve 

this.

5. Padkaging

The cost involved in packaging is closely related to 

the quantity 0:C supply to the consumers' cooperatives.

6 . Organisation:

The role of the federation in both parties - 

supplier and buyer - are yet -to be improved.

7. Interference bv the brokers:

Measures to be found in order to protect the 

suppliers from the disturbing interference of brokers of the wholesale 

markets.
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1. The Required Types of Persons engaged in Fruit and Vegetable Marketing 

Business

The main distribution channels of fruits and vegetables in Japan can 

be illustrated in the following diagram:

V(

Member. Farmers 

Unit Agri. Cooperatives 

Prefectural Federations 

National Marketing Federation 

Wholesale Markets (Wholesalers)

Governors 

Retail Dealers 

Gonsummers

Diagram; Distribution Channels of Fruits and Vegetables |



Wholesale markets are the places where the tradings between producers 

and consumers are carried on. Those who act as intermediaries for promoting 

the tradings in fruits and vegetables are known as "wholesalers". In the case 

of the agricultural cooperatives, therefore, persons who take charge of the 

business practices relating to the trades in fruits and vegetables are usually

VI
defined to mean the persons who carry on the entire business ranging from the 

business.to receive the fruits and vegetables from the member farmers through 

the business to convey them to the wholesalers at wholesale markets. Those 

who take charge of the trades in fruits and vegetables are, as shown clearly 

in the above diagram, the three types of cooperatives: unit agricultural co

operatives, prefectural federations of agricultural cooperatives and the 

National Federation of Agricultural Cooperatives.

Remark:

In the country like Holland, wholesale markets, are managed generally 

by the producers' organizations. As the wholesale companies in Japan might bo 

regarded as the operators of the markets under the management of the producers' 

organizations in Holland, Japan's wholesale companies in charge of the dealing 

in fruits and vegetables could also be included in the so-called persons in 

charge of the fruit and vegetable marketing business.

In the case of the agricultural cooperatives in Japan, those who take 

the charge of the fruit and vegetable, marketing business are the aforesaid three 

level agricultural cooperatives, but the roles played by them vary, respectively.

The existing agricultural cooperatives in Japan have generally dealt 

in rice, wheat or barley in the main. They have possessed the striking feature 

in that they were, so to speak, the specialized agricultural cooperatives for
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dealing in rice, wheat or barley. The reason for this could be found partly in 

that,when the agricultural cooperatives deal in rice, wheat or barley, they 

could secure their financial stability, because, as rice, wheat or barley are 

kept under the Government direct control (while the livestock products, etc., 

are completely kept under free trade), the increased production of rice, wheat
Vi

or barley has direct bearing on the increased farm income of the cooperatives' 

member farmers. As a result, cooperatives' business activities have been con

fined mainly to the increased production of rice, wheat or barley. In recent 

years, however, as great changes have been brought in the economic situations 

in Japan, farmers or farming enterprises and agricultural cooperatives are 

not permitted to depend merely upon rice, wheat or barley. Accordingly, in 

order to meet the changing situations, the systems for dealing in fruits, 

vegetables and livestock products have come to be improved and strengthened.

In view of this, the agricultural cooperatives, some ten years ago, embarked 

on strengthening the trading system by promoting the campaign for forming the 

cooperative farming complex, etc. The main purport of this campaign is to 

bring all the activities from production to marketing under one management of 

the agricultural cooperatives. Thus the distributing and marketing activities 

have come to the front as an important integral part of the agricultural policy. 

In order to drive this campaign- to the fullest extent, the persons well quali

fied therefor have become still more essential.

In the following captions, let us deal with the duties and roles to 

be performed by the persons in charge of the fruit and vegetable marketing 

business which are carried on by the agricultural cooperatives on the respec

tive levels. In addition, we will refer to the leading knowledge and tech-



niques required to be acquired by them.

(i) Persons in charge of the fruit and vegetable marketing business of unit

agricultural cooperatives.

At present, the construction of unit agricultural cooperatives varies

according to the kinds of the transacted farm crop items. Namely, in case of

the unit cooperatives dealing in a number of crops, the sections taking charge
v>

of the business common to the respective crops (such as guidance section, 

purchasing section, marketing section, etc.) are set up, while in case of the 

unit cooperatives dealing mainly in the special products shipped from the res

pective producing centres, the sections taking charge of the business peculiar 

to each of the special products (e.g., fruit section, vegetable section, live

stock section, rice-wheat-barley section, etc.) are set up generally so as to 

display the integrated functions from production to marketing of the respective 

special products. In such cases, due consideration is given so as to arrange 

the qualified persons suitable well for providing the integrated guidance in 

activities from production to marketing of the respective special products.

In this oase, the persons known as "cooperative farm advisors" are assigned to 

the post as leaders. Duties and roles played by them, and the knowledge and 

techniques needed to be acquired by them will be dealt with below, in turn. 

Duties and Roles of Cooperative Farm Advisors

o Selection of the key crops adapted well for the geographical setting in the 

respective areas; 

o Formation of key-crop producers' organizations;

o Guidance in the production of key-crops, (preparation of unified cultural
I

calendar, field guidance, etc.) 1
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o Establishment of the standards for the purpose of raising the commodity 

values;

o Establishment of the inspection system; 

o Selection of markets to which the crops are shipped; 

o Establishment of a collecting and shipping system.

Knowledge and Techniques »t

o Fruit and vegetable marketing theory; ,

o Techniques for the production of key crops;

o Knowledge of commodities relating to key crops and their production materials, 

and practical knowledge required for trading in key crops;

*
o Practical knowledge of the related laws and regulations, taxation system, 

agricultural credits, etc.; 

o Knowledge of guiding principles and business practices for farm management 

(production cost survey, book-keeping, agricultural corporation, techniques 

for care-taking of available facilities, etc.); 

o Cultural and care-taking techniques for key crops; 

o Operation of the'machinery and facilities;

o Survey and analysis of the markets and mapping out of business plans;

o Operation of farmers' organizations.

Business Practices

o Establishment of the cropping plans;

o Joint-purchase of necessary farm supplies;

o Supply of seeds, production materials, etc.;

o Holding of field study meetings, and itinerant guidance; i
i

o Preparation of written consignment contracts for shipping and marketing of
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crops; .

o Study and examination of the markets for which the crops are destined; 

o Holding of preliminary meetings for the shipment of crops; 

o Holding of preliminary meetings for the joint-assortment of fruits and 

vegetables;
VI

o Holding'of meetings for review on the past shipment achievements.

(ii) Persons in charge of the fruit and vegetable marketing business of 

prefectural federations of agricultural cooperatives.

Among the persons in charge of the fruit and vegetable marketing 

business of prefectural federations of agricultural cooperatives are in

cluded various groups: the persons attached to the prefectural federation's 

branch offices set up in countries or cities; the persons who are stationed at 

the markets established in the main consuming centres; and the persons who are 

attached to the head office of each prefectural federation of agricultural 

cooperatives.

The duties and roles to be played by them and the knowledge and 

techniques to be acquired by them will be described below.

Duties and Roles

o Unification of the prefecture' level standards and brand names of the crops 

to be shipped to markets; 

o Selection and designation of the main markets to which the crops are 

shipped;
j

o Coordination of the collection and distribution of the ci^ops; 

o Business practices for the collection and shipment of crops;



o Application of a pool accounting system;

o Organization and. management of conferences.

Knowledge and Techniques 

o Fruit and vegetable' marketing theory;

o’ Changing trends of the production and distribution of fruits and vegetables;

»t
o Knowledge of fruits and vegetables as commodities;

o Knowledge■of the transportation and conveyance of fruits and vegetables;

o Knowledge of the related laws and regulations taxation system, and agricul

tural credits;

o Survey and analysis of the markets, and preparation of business plans;

o Business practices for the transaction;

o Techniques for book-keeping and accounting.

(iii) Persons in charge of the fruits and vegetable marketing business of the 

National Federation of Agricultural Cooperatives.

The persons attached to the National Federation must regulate the 

shipment of fruits and vegetables from the nation-wide viewpoit, and they ought

to make efforts to secure the expansion of outlets for fruits and vegetables

with a view to increasing their consumption in the future.

Duties and Roles

o Investigation of the credit standings of the main customers;

o Designation of specific receiving agencies;

o Survey of demand-supply situations, and the offer of the market information

i
to prefectural federations and the like; I

o Nation-wide coordination of the shipment;.

189
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o. Unification of the national level standards and brand names; 

o Exploitation of new markets and expansion of export trade; 

o Publicity of.fruit, and vegetable consumption.

Knowledge and Techniques

o Theory of trades in agricultural and livestock products; 

o Trends of Japan's economic movements; 

o Mathematical statistics; 

o Accounting;

o Knowledge of commodities;

o Knowledge of transportation and conveyance; 

o Knowledge of exportation and importation;

o Survey and analysis of the markets and the preparation of business plans;

o Business practices for trading;

o Steering of conferences,

2. Types of Training Projects now in Practice in Japan.

Trainings now in practice in Japan can be divided roughly into types 

as follows?

Type 1. Trainings practised under the system of a training course (or a short 

course). Under this system, lectures are given by lecturers to a goodly

number of participants (generally 40 to 50 participants to a maximum) in a

lecture hall. Following the regular lectures, question-and-answer services 

or mutual discussions are practised.

Type 2. Practical business training system. Under this system, one or more

I
trainees stay for a relatively long time in some.other developed areas in the
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country in order to learn the business practices from their own experience; - 

This system makes a special feature of training in that it enables the trainee 

to acquire the business practices from their own experience, while Type 1 

training system has for its object to learn The Theory rather than business 

practices. "

In the following captions, let-us introduce the training projects 

now practised under the auspices of the agricultural cooperatives on the 

respective levels.

(1) Self-trainings practised at unit cooperatives

For the purpose of training the persons in charge of the fruit and 

vegetable marketing business of the respective unit cooperatives, the trainees 

are usually sent out to stay for a long time at some other developed areas in 

the country so that they may enable them to take the training in business 

practices; or the trainees are sent on the short study-trips to acquire the 

knowledge available for their business practices. In other cases, almost all 

the persons take self-trainings in business practices from their own experi

ence while working at their unit cooperative offices. However, in case of . 

some large-scaled unit cooperatives having a fairly great deal of farm 

advisors engaged in the fruit and vegetable marketing business, training 

courses are sometimes held by inviting the lecturers. In such case, however, 

it is usual that the participants in the training courses are the growers of 

key crops.

(2) Training practices sponsored by prefectural unions c|r federations of 

agricultural cooperatives.

Training courses are held at least two or three times a year under
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the auspices of each prefectural union or federation. In such cases, the 

participants are.composed of unit cooperatives' farm advisors, etc. (i.e., the' 

persons in charge of the production and marketing of fruits and vegetables).

The duration of a training course lasts mostly for one week or less, and in the 

majority are three-day courses.

Among the training courses are included various ones which are taken 

up according to the study projects; e.g., fruit course, vegetable course, 

fruit-tree course, house-cultured-cucumber course, Shiitake mushroom course, 

citrus fruit course, etc.

Among the subject-matters of curriculum are included various items: 

fundamental studies of soil and fertilizers, cultural methods of key crops, 

consumption trends viewed from the fruit and vegetable marketing business, 

business practices for fruit and vegetable marketing, the formation of the main 

producing centres, or the promotion of expansion of cooperative farming com

plex from the standpoint of agricultural cooperatives.

In some, prefectures, training courses are divided into two types: -

primer course for beginners; and specialized course for seniors. Many a

specialized federation of agricultural cooperatives hold the training courses- 

or short courses mainly for the training in the production of citrus fruits at 

relatively brief intervals.

(3) Training practices sponsored by the Central Union or the National Feder

ation of Agricultural Cooperatives.

Training courses held under the auspices of the Central Union or the 

National Federation are divided into three types as described below.

Type 1. Training course held for the benefit of the persons attached to the
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prefectural unions or federations by calling them in a lecture hall.

Type 2. Training course held under the auspices of a branch office of the 

National Federation for the benefit of the persons attached to the prefectural 

federations within the areas under the charge of the branch office.

Type 3. Training course held under _the auspices of the Central Union or the 

National Federation for the benefit of the persons attached to such unit co

operatives as model cooperative farming complex or the selected unit coopera

tives.

Training courses are held sometimes under the auspices of a single 

agency, or under the auspices of the National Fruit and Vegetable Counter

measure Coordination Office (composed of national level agencies), or sometimes 

held under the joint-auspices between the Central Union or the National Feder

ation and the Regional Agricultural Administration Bureau of the Ministry of 

Agriculture and Forestry.

Appendix: Model Training Courses and Their Curriculum.

Two model cases are shown below as the typical training courses';

(1) Training course held for the benefit of the farm advisors in the designated 

vegetable producing centres under the joint-auspices between the Kanto Agri

cultural Administration Bureau of the Ministry of Agriculture and Forestry and 

the Tokyo Branch Office of the National Marketing Federation of Agricultural 

Cooperatives;

(2) The training course held for the benefit of the farm advisors attached to

the cooperative farming complex under the auspices of the National Fruit and

i
Vegetable Countermeasure Coordination Office established by the Central Union
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Model 1. The Training Course held in Fiscal 1969 for the Farm Advisors in

the Designated Vegetable Producing Centres.

1. Purpose:

This training course is held basing upon the synopsis of implemen

tation of the project for development of the designated vegetable producing

centres. The training course has for its object to give the training in the

production and marketing of vegetables to the farm advisors in the designated 

vegetable producing centres, thus promoting the qualifications of the farm, 

advisors in the designated vegetable producing centres and strengthening 

their guidance activities in the producing centres.

2. Participants eligible for the training course:

The persons eligible for participation in this project are con

fined to those who are the farm advisors in the designated vegetable producing 

centres in the prefectures under the charge of the Kanto and Tohoku Agricul

tural Administration Bureaus as well as in Hokkaido Province, and those who 

are recommended by the governors of the aforesaid prefectures and Hokkaido 

Province.

3. Duration of training course:

The training course lasts for six days from October 27 to November

l, 1969.

4. Training place:

The Agricultural Cooperative Education Centre in Kanagawa Prefec

ture .
i
I

5* Study-items:

and the National Federation of Agricultural Cooperatives.
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Refer to the Schedule as shown in Accompanying Table 1.

6. Lodging and fees:

Lodging: All the participants are to lodge together in the Education Centre

duting the period of six days.

Fees: Per-capita fees of ¥9,000 are charged, including lodging and boarding

fees, study materials fees, field trip expenses and sundry expenses.

7» Personal effects:

(i) Note-taking goods-, washbowl, health insurance card, etc.

(ii) Card which identifies himself to be a farm advisor in the designated 

vegetable producing centre.

Accompanying Table 1

Schedule for the Training Course in Fiscal 1969 held for the Benifit

of the Farm Advisors in the Designated Vegetable Producing Centres.

Monday, October 27

11:00 - 12:00 Registration.

12:00 - 13:00 Lunch.

13:00 -.14:00 Opening Session

14:20 - 16:30 Lecture on the promotion of over-all agricultural administra

tion policy and on the promotion of the measure's for vegetable 

production.

Question and Answer services.

17:45 - 18:15 Dinner.

18:00 - Social Meeting.

Tuesday, October 28

8:30 - 10:00 Lecture on the horticulture in Kanagawa Prefecture.
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10:15 - 17:00 Group discussions on the technical problems how to grow vege

tables in the vegetable producing centres and their solution, 

according to crop items and growing types. Under moderators

(4): vegetable experts at the Experiment Station.

12100 - 13'.00 Lunch.

17:45 - 18:15 Dinner

18:30 - 20:00 Exchanges of information on vegetable production in the res

pective producing centres.

Wednesday, October 29.

8:30 - 10:30 Lecture on the "Law for Agricultural Promotion Area" and on 

the "City Planning Law". Question and answer services.

10:40 - 12:10 Lecture on the joint-shipment of vegetables and the vege

table price formation.

12:00 - 13:00 Lunch.

13:00 - 17:00 Discussions on the furtherance of a joint marketing system,

and the points at issue. Under the moderator, 3 or 4

reports are made.

17:45 - 18:15 Dinner.

18:00 - 20:30 Movies,

Thursday, October 30

8:30 - 17500 Field discussions at Fujisawa and Miura in Kanagawa Pre

fecture.

12:00 - 13:00 Lunch.

17:45 - 18:15 Dinner.

Friday, October 31

,8:30 - 10:30 Lecture on the joint-shipment of vegetables and the use of 

an electronic computer.

10:40 - 12:00 Discussions on the above.

1 2 : 0 0 - 1 3 : 0 0  Lunch.

13:00 - 15:00 Lecture on the formula for vegetable price stabilization

and the problems related to vegetable marketing.

15:10 - 17:00 Report on the Collection and Delivery Centrej in the 11th

month since its auguration.

17:45 - 18:15 Dinner.
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Not later
than 21;00 Presentation of reply to the questionnaire relating to the 

participants' views on this training course.

Saturday, November 1

8s30 - 11:30 Discussions on the right orientation in the farm advisors' 

activities in the designated vegetable producing centers. 

Reporters; 3 or 4 persons.

Ils40 - 12s20 Closing Session.

12:20 - 13:00 Lunch.

13?00 Adjournment.

Model 2. The Fruit and Vegetable Training Course held for the Farm Advisors 

in the Cooperative Farming Complex.

1. Purposes

This training course has for its object to secure the improvements 

in the expert knowledge and ability of the farm advisors in the cooperative 

farming complex, with a view to expediting the steady development of the co

operative farming complex basing upon the underlying principles for driving 

the agricultural basic conception.

2. Participants:

The persons eligible for the participation in this training course 

are, as a rule, confined to the farm advisors (persons of unit cooperatives, 

the Central Union or the National Federation) in the prefectural model co

operative farming complex which have been established by the respective
I

prefectural headquarters for driving the agricultural basic cbnception, as 

well as to such applicants for farm advisors (persons of the Central Union
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or the National Federation) who are recommended by the respective prefectural 

headquarters. Besides the above, the persons (attached to the Central Union 

or the National Federation) who are recommended by the prefectural driving 

headquarters may also be permitted to participate in this training project.

3. Duration of training courses

This training course lasts for six days from October 20 to 25,

1969.

4. Training place;

The Agricultural Technical Centre of the National Purchasing Feder

ation of Agricultural Cooperatives at Hiratsulca City in Kanagawa Prefecture.

5. Study items;

Refer to the Schedule as shown in Accompanying Table 2.

6. Fees;

Per-capita fees of ¥8,000 are charged, including lodging and board

ing fees, study materials fees, etc.

7. Number of participants;

40 persons or less. Application is accepted in order of arrival, 

but as soon as it has reached 40, the application will be closed.

8. Application for participations

(i) Send the application to the Central Union of Agricultural Cooperatives 

on filling up the Application Card and the Table for showing the outline of 

the cooperative farming complex to which the applicant is attached.

(ii) Send the application not later than October 15, 19&9*
1

9. Other matters; I

(i) Participants must pay extra for the lodging before or after the train-
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ing period;

(ii) Participants must arrange by themselves to get the return trip tickets;

(iii) Participants are requested to bring the available data covering the 

activities of the cooperative farming complex or in the prefecture which may 

serve as reference data at the time of mutual discussions;

(iv) Participants are asked to bring their health insurance cards, slippers, 

washbowls, note-taking goods, etc.

Accompanying Table 2.

Schedule for Specialized Training Course for Farm Advisors attached to 

the Cooperative Farming Complex.

Monday. October 20 

9:30 - 10s3° Registration; Opening Session.

10 s 30 - 12s00 Lecture on the agricultural basic conception and the coopera

tive farming complex.

By the Director of the Farming Administration Division of the 

Central Union.

12;00 - 13:00 Lunch.

13:00 - 14s00 Photographing in remembrance; and looking into the Agricul

tural Technical Centre.

14:00 - 1500 Lecture on the present situations and the problems of fruit

and vegetable growing complex. By the officer of the Farming 

Administration Division of the Central Union.

15:30 - 17:00 Introduction of each participant himself and brief report on 

his cooperative farming complex.

17:00 - Social meeting. i
i



Tuesday, October 21

9:00 - 12:00 Lecture on the formation of producers' organizations. By the 

Chief of the Marketing Adjustment Research Office of the 

National Institute of Agricultural Sciences, Ministry of 

Agriculture and Fores try.,

12:00 - 13:00 Lunch.

13:00 - 16:00 Reports on the formation and operation of producers' organiza

tions, by crop items:

(i) The Agricultural Cooperative, Sosha City, Okayama Prefec

ture f

(ii) The ITampo Agricultural Cooperative, Matsuzaka City, Mie 

Prefecture.

16:00 - 17sOO Mutual discussions under a moderator.

Wednesday, October 22 

9:00 - 12:00 Lecture on the matters to be taken into consideration for the 

establishment and operation of fruit and vegetable assorting 

facilities. By the Technical Research Officer, the Farm 

Machinery Division, the National Marketing Federation of 

Agricultural Cooperations.

12:00 - 13:00 Lunch.

13:00 - 16:00 Reports on the operation of the key facilities for coopera

tive farming complex:

(i) The Agricultural Cooperatives, Yaizu City, Shizuoka

Prefecture. 1
I,

(ii) Yanai Horticultural Business Office of the Yamaguchi
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16;00 - 17s00 Mutual discussions under the moderator.

Thursday, October 23 

9:00 - 12s00 Lecture on the measures for reduction in production cost. Ey 

the Professor at Shizuoka University.

12;00 - 13s00 Lunch.

13:00 - 15s30 Lecture on recent trends of horticultural techniques. By the

Director of the Horticultural Experiment Station, Ministry of 

Agriculture and Forestry.

15;30 - 17sO0 Visiting to the Horticultural Experiment Station.

Friday, October 24

9s00 - 12s00 Lecture on the actual status of fruit and vegetable marketing

and the points at issue. By the Research Worker of the 

National Agricultural Research Institute.

12:00 - 13s00 Lunch.

13:00 - 1400 Lecture on the current status of fruit and vegetable marketing

activities and the points at issue. By the Deputy-Director 

of the Fruit and Vegetable Division, the National Marketing 

Federation of Agricultural Cooperatives.

14s30 - 17;30 Mutual discussions. Moderator; The National Fruit and Vege

table Counter-measure Coordination Office.

Saturday, October 25 

9;00 - 10;30 Report on the recent trends of demand for fruits and vegetables

viewed from the standpoints of super market stores, By The
1

Maru-ichi Food Company, Ltd., Tokyo. I

Prefectural Economic Federation.



I

10230 - 12:00 Report on the trends of food processing business. By Japan 

Canned-Food Association.

12 '.00 - 12:30 Closing Session 

12:00 - 13:00 Lunch; Adjournment.

3. Due Considerations to be given to the Training Project#

(l) Training course (or short course)

For the purpose of attaining the full success in the project of a 

training course, it is important to show clearly its object. Along the line 

of the established object, suitable participants must be picked up and the 

curriculum must be compiled carefully. In case where its object is to 

provide general knowhow of the fruit and vegetable marketing business to the 

newly-appointed persons, they can be trained in a fruit and vegetable course, 

but such general course is not suited well for the training of a fairly much 

experienced persons.

In case where the training course has for its object to provide a 

higher level of specialized knowledge, the persons eligible for the partici

pation in the training course will become decreased. It is preferable to 

raise the level of curriculum according to the ability of trainees so as to 

offer a general course to beginners and a specialized course to a fairly much 

experienced persons (it is advised that the curriculum level should be raised 

for instance, from a fruit and vegetable course to a vegetable course, or 

from a fruit-tree course to a fruit and vegetable course and to a citrus 

fruit course, and then to an apple course). J
Persons eligible for the participation in the training course must
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be selected carefully so as to pick up the participants having almost the same 

ability. It must be strictly avoided to train collectively the persons diffe

rent in ability. (Take care not to train the first-year elementary school boys 

and the graduate students inclusive).

Attention must also be paid so that the curriculum may be compiled 

by combining these itemss purely theoretical items? items derived from the 

practical experience in some other developed areas; up-to-date topics or any 

good ideas; mutual discussions among the participants; etc.

Study items must be combined carefully by giving due consideration 

to the participants’ experience. In case of the training of beginners, the 

curriculum should be composed chiefly of lectures on the fundamental treory 

or on the business practices, while in case of the training of a fairly much 

experienced persons, it is preferable to give priority to the high level 

specialized theory or business practices, as well as to the mutual discussions 

among the participants.

Besides, depending upon the circumstances, visitings are desired to 

be arranged. Such arrangements will also contribute much to the training 

project,

(2) Long-term training project (Studying in other developed areas in the 

country).

In case of a long-term training project, a trainee is sent out to 

some agricultural cooperatives and the like in other developed areas within 

the country, but it is almost next to impossible for the agricultural co

operative in charge of the training of the person under care to train him
I.

from morning till night, because the cooperative is pressed with its own daily
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business. As a result, one who sends out a trainee is required beforehand to 

make arrangements so as to make the trainee fully aware of the object for which 

he is sent out, and to make him map out a plan for his study project and to 

give any required advices on his plan. Moreover, during his study period, 

he is encouraged to keep a diary of his study project and to present his study 

reports to his cooperative at one or two week intervals.
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Marketing of Vegetables and Fruits through Co-op
eratives in Ceylon

Supply of services and inputs through c'o-operatives for 

vegetable production, and marketing of the produce through 

co-operatives is given an important place in the Ceylon Govern

ment’s Bive-Year Agricultural Development Programme* Programmes 

of seasonal cultivation are prepared by the primary societies 

(Multi-Purpose Co-operative Societies) in the chief vegetable- 

growing areas wherein estimates of requirements of fertilizer* 

credit and other inputs and the probable acreages with such inputs 

would serve to cultivate are prepared and incorporated in the 

Agricultural Development Proposals. The cultivation seasons 

during an year are ’MahaV - October to March and ’Yala* - April 

to September. By and large the estimates posited in the 

Agricultural Development Plan for the supply of inputs and 

services through co-operatives for vegetable production, have 

been realised.

Financial assistance for cultivation by way of loan 

facilities are obtained by co-operative societies from the People’s 

Bank. Of the Island’s total imports of vegetable seed about +̂0 

per cent is distributed to producers through co-operative societies< 

The co-operative societies also channel fertilizers and agro

chemicals to producers.

The primary level co-operative societies involved in the 

marketing of vegetables and fruits are 270. The membership in 

these societies consists of about 25*000 vegetable cultivators.

It is estimated that a total acreage of approximately 15*000 is 

cultivated by this membership in the 270 societies. Almost all 

these societies are affiliated to the Ceylon Agricultural Producers 

Co-operative Societies Union Limited (established in 1961) which
provides the following services* I

I
1) The supply of fertilizer, seed and other ,

agricultural requisites to the primary 

societies.

2) The collection and transport of vegetables

from societies to the Co-operative Central 

Market in Colombo and its branches,

3) The sale of such produce* /
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2 0 ' ? k) The sale of b’t'Ker*’'agricultural • produce

such as arecanut, coffee, pepper etc., 

consigned to the Union,

This Union operates four wholesale markets, two in the 

City of Colombo and two in the Provincial Towas of Kurunegala 

and Kandy* It also operates four retail selling points in 

Colombo and two in the Kandy and Matale Districts*_-It has also 

•' resorted to sale of consumer packs weighing between three to four 

pounds. The Ceylon Agricultural Producers' Co-operative. Societies

- Union Limited is administered by a Board of Management consisting 

of members elected from the primary societies at the Annual 

A 'Geheral Meeting. Three Board Members, however, are nominated 

by the Commissioner of Co-operative Development to make a total 

of 12» A summary of the structure of.the Union is as follows:

(1) Head Office - )

(2) Chief Wholesale Market j

(3) Seed and Fertilizer Department ) At Colombo
n t\ . . ) Co-operative Central

(4) Empties Supply Department y Market

(5) Transport Department )

(6) Branch Depots at:-

a) Bandarawela

b) Nuwara Eliya

c) Kandy

d) Uva Paranagama

(7) Outstation Wholesale Depots at:- ....

a) Kirillapone

b) Kurunegala

c) Kandy

(8) Three Retail Depots in Colombo and one at Kandy#

Apart from the a£ove Union, co-operative marketing of 

vegetables and fruits is engaged in by a large primary society 

in the chief vegetable producing area of Ceylon, namely, the 

Udapalatha Co-operative Agricultural Production and Sales Society, 

which was a pioneer society in the field of co-operative marketing 

of vegetables and fruits. This society markets its membersr 

produce in a stall which it operates in the Colombo Municipal 

Market, commonly known as "New Market”, through the Producers*
*

Union, a stall in the Amparai District and sales by van and lorry 

in the Polonnaruwa and Trincomalee Districts. There being hardly 

a^y involvement at the secondary level in marketing of vegetables 

and fruits, the marketing activities of; a) The Ceylon Agricultural

3/~
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Producers' Societies Union, and b) The Udapalatha Co-operative

Agricultural Production and Sales Society, have to be reckoned 

with in any assessment of co-operative marketing of fruits and 

vegetables in Ceylon. Taking into consideration statistics of 

produce marketed through these two organisations, it is seen

the quantum of vegetables and fruits marketed through these two

However, one cannot be too complacent on this score when 

one considers the fact that the total marketing potential in the 

areas, of operation of the societies in the membership of the 

Producers' Union is between ^0,000 to 55,000 tons of vegetables 

per annum. It is estimated that only about 16 per cent of the 

total production of this membership is marketed through co-opera

tive channels. While about ten per cent of the vegetables 

produced is heeded for local consumption, about 65; per cent to 

70 per cent of the total production in the chief vegetable-growing 

areas is marketed through commission agents who purchase on a 

consignment basis and to lorry traders doing a-shuttle service 

between principal producer areas and consumer areas - (these 

traders purchasing for cash outright). The commission agents 

are centred mainly in Colombo and Kandy while the lorry traders 

have direct communications between other important towns. The 

quantity of fruits marketed by the co-operative organisations - 

(the Producers' Union and the Udapalatha Co-operative Agricultural 

Production and Sales Society), is estimated to be between 25 - 

30 tons.: The chief varieties are plantains (bananas), pine

apple, -papaw and pears. A much larger proportion of the fruits 

produced however, is bought by the Ceylon Marketing Department 

at its canning factory in Colombo for the preparation of jams, 

jellies, juices, cordials, creams and tinned fruits, for local 

consumption as well as for export. A number of private indus

trialists too have begun processing of fruits for export.

The marketing of vegetables n.nd fruits through co-operatives 

has presented several problem-areas which have been consistently , 

under study both by the co-operative organisations involved, by thfe 

Co-operative Department and the Ministry of Agriculture and Food* 

These are briefly referred to below:-

that in the last few:years there has been a steady increase in

co-operative organisations. The total poundage of vegetables 

marketed through these two organisations:are as follows:-

19 66 

1.9,67 
1968 

1969

9,755,7^7

10,810,767

11,139,387

10,032.,57Q. (Figures not complete)

V-



a) Management

It is well known that management in co-operatives' at 

primary levels has been an important problem-area. In fact this 

is a problem even at the apex level, i.e. at the level of the 

Producers* Union itself. It is generally felt that since the 

vegetable trade has so far yielded comparatively lower profits 

than those accumulated, in other trades* it does not attract men 

of better calibre and management ability. The damage done to the 

popularity of co-operative marketing by one fraudulent transaction 

of, say, a Collection Centre Manager being made public, is 

incalculable, in fact it is to strengthen management that the 

Commissioner of Co-operative Development has released three 

officers of his Inspectorate at present to the Head Office of 

the Producers' Union for accounting and secretarial duties.

b) Pricing

A related problem is that of weaknesses in pricing.

Loyalty of members in regard to co-operative marketing of vege

tables and fruits, as indeed that in other commodity or activity, 

today has to be built around solid economic benefits in the way 

of better prices and other advantages than those offered by the 

private trader. Although pilot studies have shown that pricing 

by co-operative organisations has over a period been more 

favourable than that of the private, trader, even isolated instances 

of a lower price being paid by a co-operative as compared with that 

paid by a private trader.would receive much publicity among the 

producer-membership itself and be taken, advantage of by the 

private traders to paint a gloomy image of co-operative pricing.

It is in this context that well-planned and adequate extension 

work and publicity becomes the most essential instrument in 

expanding co-operative marketing of fruits and vegetables.

e) Extension and Publicity

In Ceylon today the district level administrative personnel 

have been involved in the expansion and improvement of cultivation 

of paddy and other field crops. The Government Agent who is the 

chief administrative authority in a district co-ordinates the 

Development Programme. It is strongly felt that the same attention 

must now be paid in regard to vegetable and fruit production, and 

this has been decided upon in principle by the Ministry of 

Agriculture and Food. Today extension and publicity work in 

connection with vegetable and fruit production and marketing has
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to be carried out by a small number of Co-operative 

Inspectors (termed Vegetable Liaison Officers) and Instructors 

of the Department of Agriculture* More vigorous and effective 

extension and publicity services have been planned for by the 

Ministry of.Agriculture and Food and these are to be implemented 

shortly*

d) Role of the Secondary Organisations

The secondary organisations namely, the Multi-Purpose 

Co-operative Society Unions, have so far not played any significant 

i*61e in the marketing of vegetables and fruits* Two reasons have 

been adduced for this*

1) fhat they are generally satisfied with engaging

- f in tiie traditional trade in transportation

 ̂ land distribution of rationed goods - (rice, flour 

and'sugar) and consumer goods.

2) The local collection of vegetables is not always

a profitable business and that they generally 

will not undertake this because of its attendant 

risks. -

Although several attempts have been made to encourage 

and induce the secondary organisations to participate in vegetable 

and fruit marketing, not much success has been achieved in this 

regard. It is hoped that a few secondary unions will very soon 

take up this activity*

e) Problems of the Ceylon Agricultural Producers 
Co-operative Societies Union Limited

.. "'His s-kat-ed above problems of management have affected the

above Union too. The union today is allowed to charge a commission 

of five per cent on vegetables marketed by it. The primary 

societies in turn charge a commission of between three to five 

per cent so that the producer ultimately has to pay a commission 

of between eight to ten per cent. The private traders' commission 

is ten per cent. Transport rates as between the Producers' Union 

and the private trade are approximately the same* On the other 

hand the Producers1 Union supplies packs to producers charging 

20 cents and 2$ cents for a gunny and crate. As for the private 

wholesaler, producers' own packs are used, i When these packs are 

returned a charge of five cents and ten cents per gunny and crate 

respectively is made as transport charges. The commission agent 

pays this to the lorry owner and recovers this from the producer 

on the sales proceeds of the produce. The overheads of the



Producers' Union remaining static and comparatively bigger in 

relation to those of the commission agents and other vegetable 

traders, the vital ingredient of financial stability becomes 

the quantum of vegetables su^TI"e'a'‘By'''pt,i'mary societies to the 

Union. In recent months the Producers’ Union has been running 

at a loss. It is allowed to charge a commission, as stated before, 

of five per cent. The financial situation can be improved by;

a) increasing the turnover of vegetables and fruits

marketed;

b) closing down uneconomic outlets and collection

centres; and

c) increasing the commission' -- this has not met with

the approval of the general body.

A programme of cutting down expenditure and closing down uneconomic 

points, i.e. sales outlets and collection centres which have been 

consistently running at a loss, has already been embarked upon 

by the Board of the Union..' The Government has stepped in to 

assist the Union financially with low interest loan of Rs. 5 

million. This loan has been made use cf.so far for purchasing 

vehicles and improving buildings of the Union. The Ministry of 

Agriculture and Food has appointed a Vegetables and Fruits Marketing 

Ailx&sory Committee: c.onsigting of representatives of the Producers' 

Union, vegetable producers, the Departments of Co-operative 

Development, Agriculture and Marketing to co-ordinate programmes 

of vegetable marketing and to assist in. resolving relevant problems. 

This Comnitteo has served a very, useful purpose up to now.

f) Improvements necessary in regard to ftrading and 
Standardisation

Today grading rarely takes place at the producers end. 

However, grading does take place in regard to one or two varieties 

of vegetables at the wholesale floor of the Producers' Union before 

such vegetables are sold by the Union. Great improvements can

be made ih this regard. ‘

- g) Lack of Surveys and Research on Marketing

•: Very- little research; or statistical investigation has

been carried up- to now in the spheres of marketing of fruits and 

vegetables and production thereof. ,If informed decisions are 

to be arrived at in regard to improvement of co-operative marketing 

on fruits and vegetables, it is vitally necessary to conduct

studies in regard to production and income patterns, methods of

marketing, marketing margins, marketing intelligence, grading,
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packaging and standardisation, and other relevant subjects.

Some work in this regard has already been done in the Department 

of Marketing. The Ministry of Agriculture and Food envisages 

the setting up very soon of an Agro-Economics ieuid. Marketing Unit 

in the Development Division of the Ministry. It is expected 

that studies made by this Union will prove to be of great benefit 

to practical implementation of programmes of expansion of 

co-operative marketing of fruits and vegetables and for arriving 

at decisions based on accurate statistical data and analysis.

Thus by and large it can be stated that the co-operative 

sector has come to stay in Ceylon in the sphere of marketing of 

fruits and vegetables and steady improvements have been recorded 

in this direction. The problem areas within this sphere 

have been identified and are under study, and one can be confi

dent that further expansion and improvements in this field would 

take place in the near future.

********************
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May, 1970
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Simla. 1

Situated on the forth v/estern borders of India, Himachal Pradesh is 
a leading state in fruit production in the country. The area of the 
State is 25 thousand sq.miles ar.d population about 3 million. The 
terrain is rugged and hilly; The altitude ranges from lj.00 metres to
ii.,000 metres above sea level. The State is gifted w  th variety of 
agroclimatic conditions suiting culture of various kinds ox fruits.
The fruits grown in the State include apple, cherry, pear, walnut, 
chesnut, pomegranate, peach, plum, apricot, persimmon, guava, grapes, 
litchi, locat ohilgosa etc. It is however apple viiich occupies 
predominently important place among the fruits grown in the State.
It is therefore -proposed to deal with apple only in this paper.

As already stated the terrain of the region is mountaineous and 
cultivation is done on the slopes of the hills. The average holding per 
family comes tc about one nectare which includes pasture lands also. Cut 
of total area of £6#3li l<ic hectares, the area under cultivation is $.9h lac 
hectares. Abouv, 92 per cent of the population depends upon agriculture 
for living. Because of geographical conditions excepting valleys it is 
not possible to develop means of irrigation or 'undertake mechanisation 
of farming. Most of the fanning operations are done through mannual 
labour. The cost of cultivation Is comparatively much higher' as compared 
to plains. The cultivation of conventional food crops is therefore un- 
renumerative. The farmers are rapidly taking to horticulture which has 
made phenominal pro- rvss during the last two decades. The area under 
apples' was about- 1,000 hectares in the year 1951 which had gone upto
85,000 hectares in the year 1969. About 10,000 acres of new area is 
added to horticulture every year. The annual, production of fruits is 
estimated to be 81,000 tonnes. The State exports fruits worth Rs. 5 
crores to other parts of the country every year. It is estimated that
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these exports -will go upto Rs.20 crores by the - year 197k* The villages 
in the state are small consisting of few hemlets. The markets are 
situated at distant places and the .farmers are ignorant of the latest 
position of price of agriculture prodace obtaining the market. The 
terminal markets of fruits are scattered all over India. The fruit 
trade is controlled by traders and commission.agents. There are numerous 
malpractices rampant in the trade. The wholesalers g-aerally dispose off 
the goods- in'their own name showing fake buyers. These sales are made at 
lower prices. Bargain wlth'intending buyers is struck under cloth cover.
The ignorant growers are duped by the clever traders and commission agents. 
It has been estimated that there is a price spread of Rs. 10 / - to Rs. 20 / 
-• per crate (17 Kgs.) between the primary and terminal markets after making 
allowance for the freight charges etc. _An apple growers marketing society 
is being organized this year to provide organizational support to Apple 
Marketing and help in minimizing the malpractices.

As stated earlier the apple production will multiply .four times by 
the-year 197k= The production of this fruit has been continuously rising 
in other regions like Jammu and Kashmiras well. It is highly unlikely 
that the rise in demand will also commensurate with the increasing pro- - 
duetion. In order that the prices are not allowed to fall below the. 
remunerative level it Is essential that inter-alia three measures are 
taken immediately vizs (i) Establishment of network of cold storages 
in the Principal markets all over India, (ii) setting up of fruit proces
sing industries on a large scale, and. (iii) Export of apples to the 
foreign markets.

G O L D  S T-0 R A P E S

Steps are afoot for establishment of cold storages in the principal 
markets of the country. The Himachal Pradesh Government Is negotiating 
with the Delhi Administration the Maharashtra State Government to acquire 
land in Delhi and Bombay respectively for the purpose, Land for setting 
up cold stores will also be acquired In Madras, Calcutta and Bangalore etc.

P R O C E S S I N G -

About 10 per cent of total fruit produce Is ordinarily of low quality 
and remains unmarketed. In case of adverse weather conditions the percen
tage of low quality apple is as high as £0 per cent, Himachal Pradesh is 
very keen to set up the fruits processing industries at a large scale in
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the■ Pradesh„ At present there are two fruit processing units both in th© 
Public Sector in the Pradesh - One unit is at Simla, and the other at 
Dhaula Kuan in District Sirmur.
;:-"At the Fruit Canning JJaifc, Naubahar, Sii.J.a-2, from production of 1|00 Kg. 
during 1?5C~60_, the production was raised to $6,691 Kfe-.. during 1968-69 
with sales to the tune of-Its.1,02,758 --̂ d at the Fruit Canning Unit, 
D'naulakuan, District Sirmur H.P., froir: production of 600i4 Kg. during 
1962-63 the production was raised, to 18,250 Kg. during 1968-69 with sales 
to the tune of Rs.22,000/-.

Products Standard!zed

1. Apricot ana Peach Sector 2. Creamed Apple (Apple Puree).
3. Canned Kill. Corn (Sweet Corn), h.. Ginger Appetiser.
5- Rhododendron Squash. .6. Read to Serve ”Sar3on-ka-Saag11 canned.

Amongst products standardized ‘'Sarsbn-ka-Saag" needs special 
mention, as this product was very much appreciated in the foreign markets 
especially in U.K. by Indians and also by others 'who. have fancy for Indian • 
dishes. The Himachal Pradesh Govt. have already entered into an areement 
with M/s. . Thames Ganges Trading Co. Loudon on 13th August, 1968 for 
export of "Sarson-ka-Saag1' to U.K. • The first consignment valued at Rs. 
15,000/- has already been 'shipped to London and the buyer have placed, an 
order for supply of additional 50,000 canes before March, 1970, Besides 
this item Apple juice, Ginger appetiser, Roododendron Squash, Apricot 
Nector, Peach Nector Peach halves in syrup, Mixed Fruit Sauce, various 
types of Jams are some of our products which are in great demand in India, . 
Some of the fruit products like canned Peaches Apricot halves, Hill Lemon 
Juice, Lich Squash and Ginger Jem have withstood rigorous quality tests 
in U.K. and have been appreciated by the torid renowned authorities on 
the subject. '

With the progress made during the past few years in the field of 
fruits preservation and the demand for the products having increased • 
tremendously at home and abroad, the Himachal Fradesh Government readily 
agreed to step up the production capacity of the existing units-of 
Simla/Dhaulakuan Rajgarh/Bagthan and Chamba into large scale processing 
factories and also to establish small scale units in Kulu/Kinnaur/
Bilaspur during 1970-71. Besides giving employment to the people the 
Canning units will go a long way in building up the economy of the Pradesh".
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Cooperators in Himachal Pradesh are very keen to start fruit 
processing ••units in Cooperative Sector in the Pradesh. We shall be 
grateful if the Japanese Cooperative Moveiiient could collaborate with 
the Himachal Pradesh Cooperatives in this venture,

EXPORT TO FOREIGN kA^IuSTS.

Last year- about 1,000 crates of apples (each case -contains 17 Kgs. 
apples-) were exported to .U.K. through the State Trading Corporation'as 
an experimental measure. This year the demand has increased to 10,000 
crates. But unless the exports are substantial th, y are unlikely to
make any impact on the .internal markets. Hirnaehal ' is very keen to
explore the foreign markets. We shall be glad to export apples to
South East Asian Countries on Cooperative to Cooperative basis. One of
the bottle-necks in this regard is that of proper shipping facilities.
We hope that Japan which .are leaders in shipping in the world shall 
come to our rescue in this behalf.

The problems of Apple liarketing in other apple growing regions of 
the country are identical with Himachal Pradesh.

"Establishment cf Fruits and Vegetable Processing Factories in 
Cooperative Sector'* - Satwant Singh.
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A MOTE ON THE
DEVELOPMENT OP PRODUCTION OF POTATOES IN INDIA AND. ITS 

PROBLEMS OF MARKETING THROUGH CO-OPERATIVES
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17th TO MAY 27th, 1970

In t r o d u c t i o n :

• Potato is one of the most important 

tuber crops and can be "brown right from the sea 

shore to the snow line. It is primarily, a winter crop 

but a wide range of varieties are available which are 

grown during' summer months in the hills wi n t e r  and 

spring months in Northern India and during rainy .season 

in some other States like Mysore, Maharashtra. The 

production-and the development of potato was taken up 

o n a n  organised basis towards the end of the Third Plan 

although the researches in potato breeding and its 

agronomic requirements were undertaken much earlier at 

the Central Potato Research Institute, Simla, which was 

'established in 19-29. However, it is only during the 

recent years that new improved varieties have become 

■■available which have made it possible 'to expand the 

area under potatoes and also re.ise the y i e l d  potential. 

Hitherto the yi eld level of potatoes w as stagnant around 

3 tonnes per acre which was primarily due to the fact 

that healthy seed stocks of improved varieties were not 

available in .sufficient quantities. In case of potato

the virus diseases result in degeneratiop. of stocks
i:

quickly and the yield level is restricted very much

and no amount of fertilisers application can raise 

the yield level. '



2 2 0  Till now it was possible to produce good

seed stocks in the high hills-only. In the recent 

years, a technique for the production of healthy seed 

stocks in the plains has been developed and it has 

thus become possible to multiply the stocks quickly

because the multiplication rate in the plains is 10 

time's as compared .to 5. times in the hills.

REVIEW OF THE PROGRESS ALREA DY M A D E ;

By end of Third. Plsr: the area under potato 

was estimated at 10 lakh acres with a production of 

nearly 30 lakh tonnes. Under the Crash Programme 

started in 1.964-66, the State .Governments foere assisted 

in setting up of foundation seed farms for potatoes 

and also for construction of cold storage by providing 

100 per cent central assistance. The major  potato- 

producing States took 'up * the advantage, of these 

programmes1’and the potato cultivation has developed at 

a much fa.ster pace during the last.two annual plans 

and towards the 'end ofrthe Third Plan.

2. In view of the fact, that potato is a good

source of carbohydrates, i t .has been given the status 

of a food crop for development in the Fourth Plan.

The ares, under potato during 1968-69 is expected to be 

18 lakh acres. It was pr oposed .to bring 22 lakh acres 

un der potatoes by the end of ,1970-71. The additional 

area brought under  potatoes wi th the implementation 

of Crash Programme Scheme, in 1965 a n d _ 1966 was reported
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of seed stocks further through the registered growers 

has also been organized to some extent by Himachal 

.Pradesh, Punjab, Uttar Pradesh, and Orissa but the 

:certification programme has not made much headway as

yet. The National Seeds Corporation had taken, up 

production and certification of seed potatoes for a 

couple of years but during 1 967 they abandoned this 

programme because their hands were full with the seed 

production programme of high yielding varieties of

i food grains *

PROJECTIONS FOR THE FOURTH FIVE YEAR PLAN :

The yield potential of the new varieties like 

Kufri Sindhuri is about 12 tonnes per acre and the 

seed produced under seed plot technique leads, to early 

harvest of crops. Kith the increasing irrigation 

potential specially under  m i n o r  irrigation projects 

and the emphasis placed on multiple c r o p p i n g , ,the area 

und er potatoes is likely to increase to 28 lakh acres 

in the country by 1973-74, from an anticipated area of

18 lakh acres under potatoes during 1968-.69. , 0n the 

basis of these expectations, the production programme 

during the Fourth Plan has been worked out as under;-

-  4 -

Year.
I
}

A r e a ' (in lakh acres) j Production 
(in lakh 
to n n e s )

A
i
i

I
Total j 

*

..Under high-yield- | 
ing varieties. \

1. f 2. 1 3. _.. J 4.

1969-70 20 6 104
1970-71 22 7 , 116
1971-72 24 8 128
197 2-73 26 9 140
1973-74 28 10 152



The tentative- break-up .of area for respective States 

is given in Table I.

APPROACH TO THE ..FOURTH P L A N ;

■The. yield potential of new potato varieties

is very' high and- a. yield of 10 to 15 tornes is possible

within a period of 90 to 120 days. I-ith the use of 

seed raised under seed plot technique in the plains, 

an early harvest of crop is possible during the month 

of December,, specially J.n North India. After harvest 

of early potatoes, a wheat crop, by using short 

duration Mexican varieties like Sona-lika., S-308 and 

Sharbati Sno.ra, can be successfully raised. The role

■ of potato, therefore, as a source of carbohydrate food, 

been : recognized and the potato and other tuber crops 

have been given the. status of food crops. The increase 

in area under, potatoes is, therefore, anticipated by 

introducing potato crop u n der  the multiple cropping 

programme .specially in those areas where tu be- wel 1 and 

well irrigation will be intorduced.

2. The increase in area and production over the

base year i s : expected to be nearly 55 %  and 90 % 

respectively,. . As against, the general, growth rate of 

5 %, the increase in area and production of potatoes 

seems to be very high but these are bas ed on recent

- trends-; in p o t a t o  developmen t, w hich have been wi tnessed 

with the availability of new varieties a n d ‘iarge-r 

quantities of seed stocks at cheaper rates multipli ed 

in the plains. , For achieving the targets' at the end

— 5 —
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of the Fourth Plan, it would be essential to maintain

a systematic yea r to year progress.

3. The seed production programme in potatoes

shall have to be organized with meticulous care so 

that virus free seed is made available for cultivation

over large areas.

4. Suitable measures shall have to be taken to 

develop cold storage capacity specially for the storage 

of seed potatoes under optimum conditions so that the 

seed tubers are in the right physiological condition

at the time of planting.

5. To organize such a big.production programme 

for seed potatoes and table potatoes, the technical 

staff shall have to be suitably augmented. The growing 

of potato is an highly specialized job and that of 

seed potato is more so. Therefore, the training 

programmes for technical staff at all levels and also 

for farmers shall have- to be suitably arranged.

6. There is a great potential and need to increase

the area under rainy season crop in States like Mysore. 

The main problem in these areas is of late blight 

bccurrence.' The Central Potato Research Institute has 

developed some late blight resistant varieties, 

sizable stocks of which shall have to be built up for 

growing as a rainy season crop in the hills as well as 

in States like Mysore, Maharashtra. The availability 

of table potato during the period of September, October 

when the crops in these areas will be harvested,



wo u l d  be a great incentive to the growers because 

during that period fresh potatoes are not available 

elsewhere. Moreover, the cost of cultivation will be 

low because the crop will be raised under rain-fed 

conditions.

■'/. C'iJ
STRATEGY FOR ACHIEVING FOURTH FIVE YEAR PLAN TARGETS :

One single factor in increasing the productivity 

in case of potatoes is the availability of healthy 

seed, free from virus and other, tuber borne diseases.

For an area of 28 lakh acres, the requirement of seed 

will, be about 20 lekh tonnes. A t present, the 

availability of good stocks is limited to nearly 1 to

2 lakh tonnes. Therefore, large scale production of 

certified seed potatoes, shall have to be organized th 

through various staaes.

I
2. Hiflgerto, high hills were considered *to be the

best seed areas but there, is a limited scope for 

increasing the area in the hills. Fortunately, suitable 

seed areas in the plains have been located where w inter

is quite s e v e r e  and, as such, ephid vectors which cause-

spread of virus diseases are practically absent during 

the growing p eri od of the crop. In those areas .in the 

plains where the w inter is short, it is not possible 

to raise good seed crops. Therefore, some of the .

States like Assam, West Bengal, Mysore, Maharashtra,

Gujarat etc. shall have to depend on seed stocks from
i

outside sources. Even in ot h e r  States, the requirement

-  7 -  ' •
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of seed will be so enormous that the State Organizations 

will not be able to produce certified seed in sufficient 

quantities to me et their requirements in full.

Therefore/ there shall always be large scale inter-State. 

movement, of seed. .

: 3. The production, certification, marketing and

storage of seed potatoes will thus, require special 

consideration n o t ,only.from the State Governments but it 

,is felt that a .Subsidiary Wing of, the National Seeds 

Corporation may be established to take up certification 

...programmes on potatoes.

4. The setting up of, foundation seed.farms of

100 to 500 acres in the plains is, therefore, recommended. 

An Organization for the deveropment of the crop and 

production of seed potatoes; shall also, have to be _ 

established' in each State where this has not already 

been there'. Where such. Organizations have already been 

established, these shall,have to be strengthened in rela

tion to the area programmes.

5. Out of an area of 28 lakh acres which is 

likely to come under potato, it is desired tobring

10 lakh acres under newly evolved improved high yielding 

varieties. The yield potential of this area shall have 

to be raised to an average of 8 tonnes pe r  acre by 

ensuring the supply of certified seed potatoes and 

inputs like fertilizers, plant protection chemicals 

and equipment. The National Seeds Corporation should be 

able to meet at least 50 % of the seed requirement of



that area by undertaking a production programme 

ultimately -'-.for nearly 4 lakh tonnes of seed potatoes.

6. The degeneration rate for new varieties i.e. 

Kufri Sindhu'ri ' and Kufri Chandramukhi is comparatively 

low- and the seed stocks can be maintained for 3 to 4 

generations. •' "As’ such, iti' is anticipated that there 

will be a natural' spread of' seed stocks of these 

varieties over larger areas w h i ch will lead to increased 

production to -the remaining areas which have been placed 

on an average of 4 tonnes per .acre.

7. An'area of ?,COO acres will be required for 

the production o f :foundation seed stocks by using 40,000 

maunds, of breeder/nucleus stocks available from 

C.P.R.I. These foundation seed farms . shoyld. beL.\&eablup 

by the D e p a r t m e n t 5 of /.griculture in respective States

in relation to the magnitude of the programme that is

anticipated in the ultimate phase of development.

The foundation seed will be available for 20,000 acres 

for growing with the registered growers.' By another 

multiplication, the registered seed will be available 

for 2 lakh acres., It is assumed that out of this,

50 % of the seed will b e  of the desired health standards 

and purity standards for another m ult iplication to 

cover 10 lakh acres with certified seed of high 

yielding varieties. The state Governments shall have 

to w ork  their production programmes accordingly and 

prepare technical staff and c old  storage requirement



auring the Fourth Plan p e r i o d .. The supply of inputs
2 2 8

like fertilisers, plant protection chemicals and 

equipment shall have to be assured for areas specially 

under high yielding varieties.

potato varieties like Kufri Sindhuri is that their 

fertilizer requirement is not very high but the 

comparative increase in yie ld is attained by use of 

healthy seed stocks.

SEED CERTIFICATION:

Field Inspection Surveys to check the 

standards of purity and freedom from virus diseases 

will be required for certified seed production. In the
r

hills, one Inspector may be able to inspect 500 to 1000 

acres whereas in the plains 1000 to 2000 acres. The 

State Governments have to decide whether they will like 

to set up their own seed certification Agency or they 

will entrust the seed certification work' to the.

National' Seeds Corporation. The staff requirement of 

the State Government shall, therefore, have to be wo r k e d  

in relation to the seed production programme that they 

envisage during the respective years of the Fourth Plan. 

FOUNDATION SEED F A R M S :

I n the States of Bihar, West Eeng a . l ' and : Ass am \

8 The point of significant importance in new

9 On an average, the fertiliser requirements are

p laced at

Nitrooen 50 Kq per acre

40 Kc; p er acre

40 K§ per acre



■ there is an immediate n e e d , to establish or earmark

areas in compact blocks covering 100 to 500 acres for

the production of foundation seed stock. Adequate

technical- staff and contingency shall have to be

provided for. such foundation farms. However, in view

of the- substantial return that will accrue from the

sale-‘of seed potatoes, the net provision in the plan

may be quite meagre..

COLD STORAGES ; “

The State Governments undertaking seed

certification have to create adequate cold storage

facilities to .take care of the seed s t o c k s  'specially up to

foundation level . In the recent years, cold storage

capacity has been developing fast and at present the ,

total cold storage capacity in the country is placed at

9.5 lakh tonnes. Out of this nearly 50 p e r  cent is

utilized for storage of seed potatoes. The cold storage

,-c;apacity . shall have to be gradually--augmented for taking

care of atleast 15 to 20 p er cent of the total

.production. Prom the seed storage point of viow - , the

cold storage capacity should be developed to a: - minimum

of 20 lakh tonnes by 1973-74. M o s t  of the cold storages

area in the private' sector and some cold storages have

also been established in the cooperative sector. Under

the Centrally Sponsored Schemes, the State Governments

have also been assisted for setting up of cold storages

in the public sector to take care of the foundation,

certified seed stock. 100 per cent’ central assistance
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.is provided under these schemes with 25 %  as grant 

and lb %  as loan. These schemes are proposed to be 

continued as Centrally Sponsored schemes during the 

Fourth Plan. The State Governments should work out 

their requirements for cold storage capacity and indicate 

the possible extension in cold storage capacityin 

private, cooperative and public sector. Such States 

where cold storage capacity has not been developed 

to' the desired extent i.e. Maharashtra, Gujarat,

Mysore, Assam, Orissa,e t c s ., a special emphasis 

shall have to be laid on the development of adequate 

cold storage capacity for seed as well as table 

potatoes. In the public sector, an additional 

storage capacity for one lakh tonnes of seed potatoes 

should be developed and funds provided under the 

Centrally Sponsored Scheme.

SEASONS O F HARVESTING AND M A R K E T I N G ;

Potatoes are normally grown as a winter crop 

in the plains and as a summer crop in the hills, except 

in south India, where the "winter crop of the hills is 

also of considerable importance. Performance of 

planting and harvesting however vary from State to 

State. The harvesting of the crop in the plains 

usually starts in December and continues till March.

The produce starts coming into the market' at the same 

time and often continues till about June. From April 

onwards however, the supply in the plains is compara tiv e^ 

low. The supplies of the hill potatoes starts from 

July-August and continues till the beginning of 

December, being at their maximum from middle of



September to the middle of November. The pe r i o d  of

lowest supply is therefore from “June to August and

again from N o v e m b e r >to about middle of December.

A S S E M B L I N G : : '-rv;: . -

The, potatoes arc- assembled , by the

following agencies. .

Cl) Producers;

(2) Village merchants? .

( 3 ) Itinerant ..merchants;.

' (4) Fertiliser dealers;

( 5) •Wholesaler merchants or 
commissioned agents;

(6) Producers' Co-operative Societies.

The opportunity for the g r o w e r s •to market' the

produce varies in different tracts according to~the

financial position of the producers and transport 

facility. Very often they are bound by the financial 

advances from the village merchants, commissioned agents 

or fertiliser dealers. In such cases they have iio 

option but to sell the produce to their creditors-on 

the farm itself or in the local assembling markets.

In some areas, as in Upper Assam districts, they may 

sell the crop long before it ife ready for harvesting. 

Thus, the work of assembling the p r o d u c e 1 by the 

cultivators themselves is very much limited'. Further, 

the complicated market practices, lack of transport 

facility are some of the inhibitive factors for selling 

of the produce by . the grower himself in|the organised

-ti-  1 3 -  ' i ' O l



m a r k e t s T h u s '  the assembling and the marketing is done 

by and large by the village merchants, iitinerant 

merchants fertiliser dealers, wholesale merchants and 

commissioned aoents. The sale of 'produce through 

cooperative societies has not yet made sufficient 

impact inspite of all the programme and. planning of 

Government. The only society undertaking' sale on a 

large scale is the Nilgiri Co-operative Society in 

Tamilnadu, the G a r d e n e r s 1 Production, Supply and sale 

Society, Bolgaon and Potato G r o w e r s 1 Association Ltd., 

Ahamadabad. In Himachal Pradesh, the Co-operative

Marketing of seed potato: has made sizable; progress

recently. In order t o •ensure better price to.the 

primary, producers, it is-.very necessary that, the-: ; 

cooperatives should be organixed at the producers level 

to supply them inputs at reasonable prices and to give 

production credit and also to market the produce at - 

the best possible rates. The cooperatives can establish 

link direct with the wh olesale market and thereby the 

.costs on a number of mid dle  men operating in the chain, 

can be minimi sed  to a considerable extent. This will 

ensure not only:; remunerative prices to the g r o w e r s , 

but: also will ensure m i n i m u m  prices' to the consumers.

 ̂The cost of production per acre of potato,.



15
o  n

Seeds - 5 quintals @ Rs.100/- Rs. 500/-

Fertilisers

N i t r o g e n o u s : 50 Kc

K O  40 ,Kg. ..

P.O, 40 Kq.
Z 5

Rs. 125/- 

Rs . 4 0/-

Rs.' 100/-

Pesticides Rs. 6 O/'

■Irrigation cost (Lift Irrigation) Rs. 125/

Labour charges Rs. 300/.

Land rent Rs. 25/-

Total Rs. 1, 2 7 5$'

T he average yield is estimated at 150 maunds or 

56 quintals per acre. iAt a price; of Rs.15/- pe r  maund

in t h e ’harvesting season, the gross value of the. yield

per acre works out at Rs. 2, 250/—;. If the cooperatives 

are organized, -for :ke:eping the seeds in the cold storages 

then the cost of production will be reduced considerably 

on seeds and also on labour charges. By keeping good 

and certified seeds in the cold storages , the ... 

cooperatives may spend on the. average Rs.4/- per. quintal 

on transport , Rs.4/- on spoilage and shortage and Rs.27/- 

per quintal as cold s t o r a g e ' r e n t . Taking into, account, 

the purchase of potato at the rate of Rs.40/- per quintal 

during the harvesting season, the total cost of seeds 

including all the above charges will amount to Rs.75/- 

per quintal. If the seeds at this.rate, are supplied 

to the growers,-.; then, there is a saving ofi Rs.125/-

towards the cost of seeds p e r  acre. Similarly, in the 

labour charge, there will be a substantial reduction



of charge, if the mechanised cultivation is undertaken 

for potato cultivation, through the Co-operative 

Producers ...societies. It is already pointed out earlier 

that a drive has been undertaken to improve the quality 

of potato for which the Seed Foundation Farms have been 

set up through •Government assistance in different parts 

of the country.' The Co-operatives will be able to 

distribute certified seeds, 'free from, virous diseases.

If the cooperatives are set up in different parts of

the country, then a Federation can be established.

by which the marketing channel can be. rationalised and 

the link can be established direct with the exporting 

markets and the consiaiers. in terminal markets... v 

ROLE OF COOPERATIVE IN PROVIDING FACILITIES _

The activities of the cooperative societies 

in wholesale distribution of potatoes have not yet come 

up more than 5 % to 6 %  of the total distribution in 

the country as a whole. All attempts were made to 

organise a number of societies during the 3rd plan 

period. They were also given assistance for setting up 

of Cold Storages for preservation of potatoes. It is 

only in Tamilnadu, Maharashtra, Uttar Pradesh and 

.Himachal Pradesh, sizable quantities of potatoes are 

handled by cooperative marketing societies. The Nilgiri

Cooperative Marketing Society was started in 19 35. Many 

potato M arketing Co-operative .Societies have been* ?i- 

organized for procurement a n d .distribution of seeds,



' n

manures and agricultural rre chine-ries in addition to the 

sale o.f. potatoes . If. there is need for advance 

planning, the primary objective should be to develop 

marketing systems and to induce growers to produce more. 

These can only be done by organisation of Cooperative 

Marketing Societies in these - intensive areas providing 

financial facilities not only for production purposes 

but also to develop marketing by providing cold storage 

and transport facilities to the consuming points. The 

objective should also be to ensure highest return to 

the producer, at the same time ensuring lowest price to 

the consumers in view of the limited purchasing power

o.£ bulk of -the consumers . The Co-operative Marketing 

Societies will be the suitable agency to achieve this 

object by eliminating a number of middlemen in the 

chain of distribution system. When planning for the 

production of potatoes is m a d e  in any area, there should 

be a clear picture of the ma rketing possibilities' of the 

particular varieties and time of availability of produce. 

These consideration are particularly important in the 

respect of exports.

Market, intelligence for purpose of collecting 

data for planning is very essential for marketing of a n y  

agricultural produce. This can be best- organised 

through Cooperative Ma rketing Societies for potatoes. 

PROBLEMS OF COOPERATIVE M A R K E T I N G  IN POTA TOE S :

Although Co-operative Marketing in potatoes 

in the country, dates back from 19 35, the cooperative



Marketing has not progressed to the desired extent on

account of the following problems, inspite of the , 

impetus given by the Government during the 3rd .Plan, 

p e r i o d .

(1) On account of the small holdings of the 

potato cultivators, the growers have not been able .to 

get the economic advantages of a largescale production. 

The marketing programme has therefore to be linked up 

with cooperative farming societies.

(2) Collecting centres may be set up from 

sub-yards of Regulated Markets. G r a din g1 facilities, 

may be made available to them at those centres. .

(3) Fast and wherever necessary, refrigerated 

and priority rail transport should be made available. 

Specially built wagons should be provided and these 

should be attached to passenger trains considering

the loss and wastage in the present rail transport.:

(4) There is no fixed standards in the 

grading of potatoes in the normal markets by private 

dealers. Every dealer is guided by the o w n !j u d g m e n t . 

Copperative marketing societies can introduce this 

grading and standardisation both for seed purposes as 

well as for table potatoes . The-- all India Gradings ' 

Sp.eciafications for table potatoes have also been drawn 

up under the Agricultural Produce Grading and Marketing 

Act, 19 37. Cooperatives have not yet adopted the 

grading to a large extent. In case of certified seeds

f.i — 18 —
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also the cooperatives have great opportunity in • .

registering the seed growers. This can guarantee the 

seed free from diseases. Except in few places this 

has also not much developed in other parts of the

country. Grading of potatoes should be org ani sed  in

Agricultural Marketing. As far as possible, inter-State 

movement to the terminal markets should be on the 

basis of agricultural ma rketing grades. It will help 

the cooperatives to develop their marketing to the 

benefit of primary producers.

(5) It has been indicated earlier that there 

is a large programne for setting up of cold storages 

for preservation of potatoes. In the recent past the 

cost of construction h f?s gone up very high. The average 

cost of construction of cold storages having capacity 

of 20 , 0 0 0  maunds h a s been estimated at 7 to 8 lakhs of 

rupees. The maj o r  portion of this amount has been 

obtained by way of loan either from G overnment or from 

Commercial Banks. On the basis of p r e sen t rate' 6f

storage rent, the marketing societies are not able to 

work out the cold storages profitably and repay the 

block costs out of their business profit. The time has 

come to conduct research on cheaper materi als  for the 

construction of cold storage so that the cj:osts can be 

reduced considerably and the societies can be able to 

pay up the block costs out of their n o r m a l‘business 

profit.

-  19 -



• C
O 3  (6) Apart from the cold storages the processing

industries has to be developed for the better 

marketability of potato'cs. For this the scheme for 

de-hydration o f L potatoes -has to be taken up by the 

cooperatives/

(7) In the m a n a ge men t of cold stores, the 

trained operators and the trained managers are absolutely 

necessary. ..For this an intensive training programme 

has to be undertaken. The training may be arranged

both at the regional and national levels.

(6) T i p a c k a g i n g  is very important aspect in 

the marketability of the crop both from point of view 

of distant markets, and also time for demand. The 

existing arrangement is not adequate. Therefore, 

standardisation of packages will be highly beneficial. 

The I n d i a n■Institute of Packages and Indian Standard 

Institution can help a good deal in this respect to the 

cooperative marketing societies. Packings should be 

25 Kr;. to 50 Kg . in w e i g h t  and the packages of heavier 

have to be discontinued to reduce wastage and loss.

(9) The cooperative marketing society has also 

faced problems in the collection of produce and 

desse.mi.nation of market news due to the undeveloped

condition ..of the feeder roads for the marketing 

facilities. Therefore, feeder roads have to be developed

in the pr oducing areas for quick transport. So there

'. "1 ■■ , ■
is a great need for development of feeder roads'.

- 20 -



(10) Owing to the high rate of vehicle taxes 

development of road transport has not made as much :.' 

progress.as 'it should . The existing restrictions in 

the Inter-State movement of vehicles have also an

impediment in the quick transport of perishable commo 

dities. It is therefore, necessary that a thorough 

study o n t h e '  subject should be made and steps should 

be taken to eliminate the above bottleneck in case of 

transport,.

(11) The freight charges for fruits and 

otegetabl.es including potatoes have increased from 

quarter parcel rate to half parcel rate. This has 

adversely affected.the economics in transport of 

potatoes. It is therefore necessary to restore the 

quarter parcel rate.

(12) There should be improvement in handling 

of potato packets in the railway. On account of 

defective handling, there is a large percentage of 

spoilage in potato in transport. The railway authority

should therefore educate the labourers,for proper 

handling of the packe .

(13) In order tq safeguard the interest of the

pr o d u c e r s  organized in the Co-operative 

Marketing Societies and for b etter mark eti ng 

possibilities, t h e :cooperat.ive mark eti ng societies 

should be federated' into national, federation. This 

national federation can look after the p l a n n e d  production



and organise marketing including storage and other 

allied subjects.

(14) The cooperative societies should also 

take into 'account the qualitative aspects, of potatoes 

in their grades. Hence suitable varieties should be 

evolved for specific purposes. - There should be research 

and study of the . consumers p r e f e r e n c e  for specific 

variety. The possibility for export of potatoes in

processed form may be investigated. Simultaneously, 

the possibility of industrial use of potatoes in 

preparation of flour and preparation of alcohol etc. 

should also be investigated. . • •

(15) The financing of cooperative marketing 

societies has presented a serious bottleneck in the 

marketing operation. It has been permissible for the 

Commercial Banks to give advance to the growers on the 

pledge of stock in the cold storage of the marketing 

societies. The- commercial banks are not very much

liberal in financing such loans. The marketing societies Jj'j 

have also: to maintain the margin before such loans can 

be obtained from the commercial banks. Such margin, 

the societies cannot have in the beginning out of their 

own collection of share capital. The initial share 

capital contributed by the members and also by 

Governm ent  together w i t h  loans from Govern men t are spent 

on the block.costs of cold store plants. Very- 1 ittlc 

m o n e y  if left to serve as marketing for w o r kin g capital 

loan. Therefore, the margin money to avail the

2,40 ~ 22 -



financial assistance from the commercial banks may be 
provided by the Government to the marketing societies 
as per their requirement.
• (16) The insurance charges in the cold

"storages ", both "for machineries as"well- as for stock, 
works out very high. The private parties running cold 
storages normally avoid such amount of costs. Naturally 
the cooperatives are placed, at a disaovantageous 
position in marketing the produce after payment of all 
charges. In order to ensure better price to the 
producers and the minimum price to the consumers,- the 
insurance charges should be studied and kept down.

The Seminar may discuss the various problems 
faced by the Potato Growers1 Marketing Cooperative 
^Societies and suggest remedies.

f 8 8 8 8 ° 
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AREA. TARGET UNDER POTATO DURING THE 
' '"" ' FOURTH PLAN

(OOP1 Acres)
S.No. Name of the Scheme. Base Year End of Fourth 

(1968-69) Plan(19 73-74)
1. Jammu & Kashmir 7 . 15
2. Himachal Pradesh 3 5 40
3. Punjab 40 " 75.
4. Haryana , 12 50.
5. Uttar Pradesh 550 1000
6. Madhya Pradesh 41 80
7. Raj e sthan 14 v 30
8. Orissa .. 19 0.. . . . 2.50..
9. Bihar 3 30 400
10. West Bengal . 274 350
11. . Assam 14 2 160
12. Maharashtra 4-6 80
13. Gujarat 20 5 5
14. Mysore • 60 120
15. Madras 2 5 30
16. Others 14 65

Total 1800 2800
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INDIA,

IntapfluQtlpR . -

In India, annually about 25 million tonnes of', 

fruits and vegetables are grown on about 3 million 

hectares of land. (Annexure I) Because of its geographi

cal position, India produces almost all varieties of 

horticultural crops, temperate and tropical, grovffi over 

different $arts of the ’world. However* on account of 

inadequate development of facilities for marketing, 

processing and ‘preservation, quite a good deal of them 

are wasted or spoiled. Lack of these facilities also 

cause gluts in the markets during the peak periods, 

resulting in price depressions and consequent dis-incentives 

to grow more and better fruits and vegetables.

2* The frame-,work for- marketing, processing and 

preservation of fruits and vegetables, as it< exists 

today, is by and large monopolistic and is thus in the 

hands of a few private^traders. , Consequently, 

country* s horticultural trade has become a buyers1 market 

and their sales are ofteh made,by the farmers under 

.distressed conditions. At the same time, installed 

capacity to process fruits and vegetables and preserve

{ . .. 244
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them in cold storages, is either inadequate or not 

modern enough to satisfy the competitive conditions.

At present less than half per cent of the fruits 

and vegetables produced in India, are processed or 

preserved as against 4o per cent in USA.

.3.- ; The above factors have made the position of the fruit

and vegetable .growers vulnerable. From the recent study oj 

apple marketing of one of the States .in Indian Union, 

namely Himachal Pradesh, it was observed that the apple ,| 

growers’ share in the consumers price of apples was \

. , .<. hardly 30 per cent. A? a result, quite a good deal of

wealth which otherwise would have ..strengthened the
t

purchasing power .of the farmers has been drained away

the rural sector of the State to the urban sector and that 

too in a few private hands..' In the context of Indian 

conditions, strengthening1 of purchasing power of the farm^ 

is of basic importance.v To achieve this, what is needed.^

• is induction of a new institutional frame-work which would1 

maximize the farmers1 share in the donsumers price of 

their produce.

Incentives to the farmers

4. Horticultural crops are known for yielding more wea 

per unit area, compared to other crops. Increase in th-ei 

acreage in the horticultural belts of India is, however, 

considered slow. One of the reasons for such a slow gro 

■is attributed to non-exist encet of adequate incentives to 

farmers. Incentives to the farmers, among others, depend

.........../3



upon how "best the marketing'arrangements are favourable to 

the orchadists for ensuring their legitimate share in the 

consumers' price. To Maximize the share of the orchadists 

in the consumers price of horticultural produce, their 

active involvement' in the institutional frame-work, set 

up for marketing, processing and preservation of fruits 

and vegetables, is considered vitally important. This 

could- be done only by developing a strong net work of 

cooperative infra-structure,

maxKe&jag. .

: 5.- : Since recently, cooperatives have made a beginning

in marketing of horticultural crops. So far, over 200 

Cooperatives have been organized for marketing of fruits 

and vegetables. In addition, a few multi-commodity 

marketing cooperatives also undertake .their marketing and 

have provided cold storage facilities. The share capital 

of these 200 cooperatives was over Rs,3*8 millions by the end 

of the year 1968, The value of fruits and vegetables 

marketed by them amounted to over Rs.l3£> millions and their 

share in the export trade was of the order of Rs.8,8 millions

-Qo q T?erative .pro ce s sing
i

:■ . - • ' - i 

6, The number of cooperatives undertaking processing of

fruits and vegetables is also steadily increasing. Out of

the total number of 927 fruit and vegetable processing units

in the country, the cooperatives have organized 36,

(Annexure II) Of this, 24 units have so far gone into

production and the remaining are in various stages of
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installation. These 36 cooperatives were given 

government assistance of Rs.6.8 millions upto March,

1969, of'-which Bs.1.4 millions were in the form of equity 

participation and Rs.5,4 millions as lohg term loans 

for meeting block capit al- cost In terms of processed 

products, the annual capacity of these 36 units is 

approximately 20,000 tonnes which accounts for about I

1/3 of the'total national capacity. -These cooperatives
*

have raised share capital of the order of Rs.3.01 millions 

including the government contribution of Ps.1.4 millions. 

During the Fourth Plan (1969-73), it is expected that 

another 20 fruit and vegetable processing units will .
< >

be set up by the cooperatives which would create additionalC-. '

capacity of over 15,000 tonnes per annum in terms of 

processed goods./

7« On the basis of the classification followed under 

the Government of India*s Fruit Products Order (Annexure L 

out of 927 fruit and vegetable processing units licensed, 

only about 1 1  per cent of them come under the large- I 

scale category with annual production, exceeding Rs*100,00C 

The rest of the units fall either in the category of 

small-scale or cottage-scale. As far-as the cooperatives 

are concerned, majority of them have annual capacity 

to produce goods worth more than Rs. 100,,000 and, therefore 

could be bracketed in the category of large-scale 

manufacturing units. Most o f t h e  cooperatives have

/ 5
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installed modern machinery with diversed lines of produc

tion such as, canning, dehydration, concentrates, pulps, 

jtiice extraction, etc. ,

8, ! During the last- few years, the fruit and vegetable 

processing industry has introduced in the market many new

'products,; These include, mango, guava and other fruit 

nectars, sweet lime and banana juice cocktail, banana 

and guava juices, mango and tomato cereal flakes, mango- 

custard powder, banana, mango and papaya* fruits powders, 

soup powders and dehydrated vegetables like peas, carrot, 

cabbage, etc. Similarly, frozen fruits and vegetables 

have also been recently introduced. In order to maintain 

their competitive position and to help the farmers in

i lotting benefits" from all tliese new lines of manufacturing, 

cooperatives have also eritered in the field of producing 

these products, , - ' < - . ^ 0

9, Cooperatives have broken another ground* Unlike
*

private sector units, the fruit and vegetable processing 

units set up by the -cooperatives- are by attd large located 

in the rural areas and not in the cities. The Government’s 

policy is to increasingly inject industries in rural areas 

in a decentralized and in a democratic form, involving bulk 
«? • ‘ -- ‘

of the rural population. Induction of ̂ cooperative process

ing units in the rural areas have croat ed. not only economic 

opportunities but also much needed self-confidence in the 

farmers. This self-confidence i? of utmost importance 

in building up new industrial and business leadership

, • « »/6



from the rural masses. Itien the farmers as a class feel 

confident of themselves, it is easier to carry out the 

goals set for the national economy. Like other cooperative 

processing units, the fruit and vegetable cooperatives . 

have also made their contribution in this direction.

-Grading and Jacking centres

10. Installation of grading and packing houses are of 

primary importance to the fruits and vegetable cooperative!,. 

These houses are expected to function on the marketing side 

as collecting, grading and packing centres and on the produ 

tion side as central agencies for providing extension servi 

Grading and packing would not be remunderative unless it is 

coupled with adequate arrangements for cold storages and 

processing. These arrangements need to be considered as

an integral, part of the arrangements made for marketing of 

fruits and vegetables.

Cooperative Cold Storages

11. For the preservation of fruits and vegetables, a net 

work of cold storages is needed as an adjunct to marketing 

and processing of fruits and vegetables. The share of the
1 *

cooperatives in marketing of fruits and vegetables is at 

present not significant mainly on account of lack of adequal 

cold” storage facilities. Keeping this in view, steps have 

taken to set up cold storages in the cooperative sector

n



especially in those areas where potatoes and other fruits 

and vegetables are extensively grown. Ey the end of June 

1969, out of 1107 cold storages in the country, the 

cooperatives had organized 89 with 128,000 tonnes, 

capacity (annexure IV), This accounted for over 10 per 

cent of the total national cold storage capacity,

12, Of the 1107 cold storages licensed, over 56 

per cent have a pacity less than 1,000 tonnes per unit.

In Indian conditions a unit of a. 1,000 tonnes storage 

capacity is considered economically viable. The coopera

tives are, therefore, installing the cold storages 

either of 1,000 tonnes capacity or above, A few 

cooperative cold storages which are below 1,000 tonnes 

capacity are advised to raise their capacity at least

to a minimum level of 1,000 tonnes, Amongst the various 

commodities stored in the cold storages, potato is the 

most important. Over 85 per cent of the cold storage 

capacity is at present utilised for potatoes. Cooperatives 

are also not an exception to this,
* • .

13, Cooperative cold storages s^t up in the past have 

generally been independent societies of growers. The 

present trend is, however, to establish' cold storages as 

adjunct'to fruit and vegetable marketing/processing 

societies of growers so that the cooperatives could 

undertake not only storage of fruits and vegetables, but 

also their marketing, besides other functions relating

otio i supply * of inputs, etc,

■':£ . , . , / 8



14. Out of 89 cold storages organised in the cooperate 

sector, 62 with.85,000 tonnes installed capacity have 

commenced operations* More than 50 per cent of these 

units had 100 per cent occupancy. Only 6 per cent of 

the cold storages that -were in operation had less than 

50 per cent occupancy and most of these .were in their 

gestation period. The 89 cooperative cold storages 

received Government assistance in the 'form of block 

loans ■•amounting''to Es. 29 *20  millions. It is expected that' 

during, the Fourth Plan (1969-73), another 100 cold storage! 

may' be organised in^ the cooperative sector with additional 

capacity of 100)000 tonnes.

Speci a.11

15. A view is expressed that a specialised structure 

for. marketing, processing and preservation of fruits and 

vegetables is functionally superior to a multi-commodity 

marketing structure, undertaking marketing of crops of 

divergent nature such as cotton, oilseeds, foodgrains etc. 

along -with fruits and vegetables. Problems of each

of these crops are different and they need specialised 

handling. This is more so in the case of fruits and 

vegetables. On account of their perishable nature, an 

omnibus cooperative society dealing with different crops 

may.not cope with the special requirements of horticultural 

crops. From the operational point of view also, a compact 

structure would be more effective in integrating services



relating to production, picking, grading, packing,* 

storing., transporting, processing, marketing of fruits 

and vegetables, besides undertaking distribution of seeds, 

fertilizers, insecticides, pesticides and supply of 

agricultural implements, packing material, etc*

16, In a specialized institutional framework, identi

fication of interests is easier. The board of directors of 

such'a cooperative society as would cbiisist of representa

tives of a single interest - in this case of fruit and 

vegetable growers - the directors would have always a 

greater feel of the problems and more urge to find out 

timely solutions. There is one more angle to this problem, 

A cooperative society organized to undertake processing 

and preservation of fruits and vegetables is expected

to link its share holding with the members’ acreage "under 

.these crops-for ensuring steady supply of raw material*

This the society dan do provided it is organized by fruit 

and vegetable-growers only,

17. Cooperatives undertaking processing, preservation 

and/or marketing of fruits and vegetables are supposed

to procure these commodities essentially from their 

grower members. The ability of th;e cooperatives to do so 

would depend, among others, upon the .degree of their 

involvement in agricultural extension! services for which 

single interest membership is considered desirable# Such 

a cooperative society is interested in more and better



production of. fruits and vegetables; for larger turn over' 

and so also the grower members, for increasing their 

purchasing power. Tq reap full benefits arising from sudj 

a mutuality of interests, the balance of advantage lies 

in organizing a specialized fruit and vegetable growers 

cooperative society than entrust ing its functions to a

- multi-co.mmodity society of an offlbibus nature.

Arrangement for allied, services

18, Growth of cooperative marketing and processing 

of fruits and/vegetables is primarily dependent upon 

how efficiently and abundantly the fruit and vegetable 

growers are provided,with the facilities of other 

allied services by the cooperative sector as a part 

of a functionally integrated system. If the majority 

of the fruit and vegetable growers in a given area 

are not involved in the cooperative framework at 

different stages and in different activities, induction 

of cooperatives for marketing or processing of fruits 

:-v "' and vegetables alone may not become a self-sustaining grt 

Bbr instance, ‘if the fruit and vegetable growers do not 

get adequate credit from the cooperatives, it may not 

become possible to.involve cooperatives; for marketing 

of fruits and vegetables to the desired extent. Therefoif 

alongwith the development of cooperative marketing, 

allied services will have also to be developed, 

side by side.

-  i J U  i -
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So cl al account ability  , r ....

19, An-integrated structure by virtue of its

coo per ati ve ..ch ar act er is' socially ̂ c o u n t a b l e  . It is, 

therefore, supposed to function not merely as a commercial 

proposition with skills to-identify profit opportunities 

only. Cooperatives are expected to provide leadership 

in two directions. Firstly, they have to shoulder the 

responsibility of making their operations commercially 

successful and secondly-pro ject their growth in such a way 

that they become catalytic agents in the process of rural 

reconstruction. The merit of the cooperative framework 

lies in its capacity to set in motion socio economic 

forces that wo.uld help to accelerate pace of agro

industrial development and build a liew industrial and 

business leadership from'down below. The fruit and vegetable 

•cooperatives can not ignore this important aspect of 

their functioning.

ILaftd-for., Planning

20, While organizing processing units, their systematic 

planning is essential. This is more so in the case of 

fruits and vegetables* Apart from the general problems 

which fruit and vegetable processing units share with

agricultural processing/units, the' former have, certain
i

difficulties of their own.' Due to their perishable nature, 

assured '&id steady supply of raw material from the grower 

members is -a special problem of these units. The 

successful functioning of these units depends upon how

•••»/12



best they win over the consumers. This calls for setting 

up of a sales organization, standardization of qualities 

and hygienic controls etc. Therefore, before installation 

feasibility study of such projects and investigation into 

the availability of raw material within the area of 

operation of the unit, the extent to which the need for 

such a processing unit is felt by the growers and the 

prospect of attracting their loyalty, facilities of 

transport of raw material and disposal of finished 

products etc, need to be carefully looked into.

Stake, of the g rowers t;

2 1. In the developing countries government is required’

to initially contribute to the equity capital of the cooper

tive processing units in view of limitations on the farmers

to raise it from their own resources. H0wever, to maintain

the cooperative character and the interest of the farmers
. . . . . .  i

in the working of such processing units, it: is important to

create fairly good stake of the growers in such units.

This could be done mainly by--raising.-a part-of the equity

capital from the individual farmers,who are growing concern

agricultural produce or have potential to do so. If this

aspect is neglected, the growers are likely to become

indifferent towards'the functioning of these units. Such

share capital contribution also needs to be linked to the

growers acreage with a provision in the by-laws based on

such linking the g rower members will supply raw material

to the processing units. In other .words, the membership



of the agricultural processing units need to be functional 

to which fruit and vegetable processing units can not be’ an 

exception,

22, Linking of shareholding with the .acreage of the 

grower members is also intended tp facilitate orderly 

pooling of raw material for marketing and processing.

Pooling is more important in. a situation vfcere a large number 

of farmers with smaller holdings supply raw material for 

marketing and processing of agricultural [produce. Under 

such a situation to protact ...the .legitimate interest of 

the small farmers and ..to secure equitable distribution of 

surpluses arising from. the. society’s marketing and 

processing activity,. pooling of raw material coupled with 

grading is considered indispensable.. j

Consumers* Conneratives

Ihe role of the coo per at i v g  s lindert aking marketing 

and processing of fruits and. vegetables will become more 

effective when their trading activities.,are linked with 

consumers cooperatives. If the consumers cooperatives 

succeed in establishing retail trade in fresh and processed 

fruits and vegetables, the marketing and...processing coopera- 

tives will be able to secure steady and assured opening 

for sale of finished .goods without, exposing themselves to 

the hazards arising from competition in the open market.



The support of the consumers cooperatives is, therefore, 

considered vitally important for enhancing the capacities 

of the farmers1 cooperatives to make a real dent on this 

trade.

Financial assistance from theGovernment

24. In order to encourage the growers to take up 

processing and preservation of fruits and vegetables 

cooperatively, the schemes have been formulated by the St 

and the Central Governments for giving, among others, 

financial assistance to their cooperatives in the form 

of equity capital and/or block loans and/or subsidy*

Such cooperatives are-also' encouraged to raise funds 

from various financing agencies including cooperative anc 

commercial banks. The Central Government’s assistance 

to the State Governments for processing activities is 

routed through the National Cooperative Development
-4 Cl".-:.' ■

Corporation, This is a statutory organisation at the 

national level set up under an Act of Parliament,

The NCDC
.1 * '

25. The National Cooperative Development Corporation i 

charged with the responsibilities of planning, promoting 

financing cooperative programmes relating to production, 

processing, marketing, storage, export and import of 

agricultural produce, etc. In consultation with the 

States, the NCDC draws up an annual programme, listing 

physical targets and financial outlays* Besides financia
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aid, the assistance to the States is provided by the 

Corporation through various promotional measures such as 

circulation of model blue prints, designs of godo'wns, laying 

dov/n guide-lines, fbr’locatiohal/.aiea-wise planning of various 

cooperative activities etc. The Corporation also pools 

successful experience of various States for transmitting 

it to others*\ .

26. L One of-the important functions of the National 

Co-operative Development Corporation is to provide financial 

aids for-schemes of cooperative, development. The funds

"of the Corporation are derived primarily by way of loans 

.and grants from the Union Goverhiment. it has no equity 

capital,-. It maintains a fund called the National Cooperative 

Development Fund from-which the cooperatives are financed 

through' the State Governments* A set of Circulars which 

indicate patterns of financial assistance are placed at 

■annexures V, VI, VII and VIII.

■Te;ofonical Guidance .... /;-

2 7. In rural areas the problem is of providing techni

cal -Imow-how for taking up agro-industrial activities. In 

order;:̂ o :jmeet this--gap-,;.the state level cooperative 

marketing federations h a v e‘set up technical cells to 

provide technical know-how to the member cooperatives. In 

those states -where horticultural crops are grown, the 

state level apex marketing federations have employed fruit 

and vegetable processing experts to give guidance to the

•, •. /1 6
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> 5 9 coopcrativos -sotting up cold storages, packing, gradin

units and fruit and. vegetable processing units. As cn

when need arises, help of the technical consultancy

firms is also sought by. the cooperatives for studying 

feasibility of tlie projects, etc.

EaiPka. .to,, ..c^n^jj^tjipn: ■

(i) To maximize the share of the growers in the 
Consumers price of fruits and vegetables an< 
strengthen their purchasing power, involvemk 
of the cooperatives in marketing and procesf
of these crops need to be encouraged. .

(ii) 'The cooperatives should instal modern
machinery..with, diversed production lines 
for improving their competitive position,

(iii) As an integral part of the cold storages? 
marketing/processing units, the cooperative 
should set up grading and packing centres,

(iv) A specialized structure for marketing/
processing and preservation of fruits and 

’ ' vegetables is considered functionally 
. . superior to .multi-commodity omnibus

structure undertaking marketing of crops 
of divergent nature..

(v) For ensuring steady and assured supply of 
raw material, the fruit..,,and vegetable proce 
ing so cieti e"s sheuld 'link their sharehoId} 
with the horticultural acreage of the 
grower members.

(vi) For more and better .production of horticul
tural crops, the'fruit and vegetable cooper 
tives need to be involved in agricultural 
extension services.

(vii) In order to ensure steady growth of coopera 
tive marketing, processing and preservation 
of fruits and vegetables, allied cooperate 
services such as supply of credit, agricult 
inputs, etc. need to be simultaneously 
developed as a part of a functionally 
integrated cooperative system.

..../17
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(viii) The cooperatives are expected to function net 
merely as a commercial proposition with skills 
to identify the profit opportunities only 
but also to provide leadership in two. directions, 
namely, making the operations commercially 
successful and projecting their growth in such 
a way that they become catalytic agents in the 
process of rural reconstruction.

(ix) 'While planning the fruit and vegetable
processing units, investigation into the 
availability of raw material, its need felt by 
the growers and. the. prospect of attracting 
;their' loyally'”facilities of transport of 
.raw material and disposal of finished

-..  • : p:?odlict s "heed to be carefully looked into.

(x) Creation of stake of the growers is important.
. ?or this a definite part of-the equity
capital need to be collected from grower 
members. : ■ ...

(xi) To maintain the cooperative-character and. 
the interest of the farmers in the working 
of fruit and vegetable'processing units, it 
is important to create fairly good stake of 
the growers by collecting ’reasonable amount 
of share capital from them.

(xii) T0 pro tact the interest of the small farmers 
pooling of raw material coupled with grading 
i‘S 'import ant.

(xiii) The^trading activities of the cooperative
fruit and vegetable processing units should 
be.linked with consumers-cooperatives for 
steady and secured opening for sale of their 
finished goods. ’ ' >

(xiv) In. order to encourage the grewers to take up 
processing and preservation of fruits and 
vegetables cooperatively^ wherever necessary 
government should give assistance to them in 
the form of equity capital/block loans/
_sub sidy,

(xv) -'.here there is a problem of securing technical 
know-how at .the level of the processing unit, 
the gap.should be made good by the cooperatives 
at the higher tier, by providing necessary 

» expertise and technical know-how.



18 s *

Area under fruit m d  vegetable in. India 
during 1965-66 and 1966-67

'61

Name o f’.the fruit/ 8 Area ( in '000 hectares) 
vegetable... . _______ ,J._0 9 6 ^ 6 6 ______ 5---- IS6.6~.67---

FRUITS;

1. Mangoes / 530 ' 530

2; Banana ?,11 210

3. Grapes ■ \ 4 5

4. Citrus fruits 98 101

5. Pone fruits , 7 14

6 . Others 268 264

-_iua

VEGETABLES: ■

1. Potatoes ■ ■ ' 4-71 469

2. Tapioca 272 > •- 290

3. Sweet potatoes 174 206

4. Onions 142 I60

5. Others ; . • ; V 804 •. 829

Total 1863 ‘ 1954

. ' Grand Total ' 2981 3078



•The Fruits and vegetables processing 
.units,.organised and installed as on 
"31st March,' 1970.

Name of. the. State of fruit,and vegetable
— .........................nro c es sing unit_s..... ..

Installed

1. Assam . ... .......... l 1

2. Bihar ... . ........ 6 ... . • 4

. 3. Gujarat .... . 1 , . i

4.. Kerala .f . ... ; 4 ... r : 3

5... Maharashtra r 7 5

,. 6. Tanil'Nadr’“ ~ 2 : 1
• *  -  •

7. Mysore ' ' " "" . ' ' 5;; ;,v 3

8 . Punjab l ■ _

* 9 V ‘tJttar Pradesh '-'4'""....2

10, West Benge.1 ?, 2

11. Himachal Pradesh l 1

12. Manipur 1 1

13, Delhi  ̂ 1 -
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THE FRUITS PHD DUCTS ORDER - 19,55

Under the Fruits Products Order 1955, it is 

obligatory for a manufacturers of fruit and vegetable 

pro duct s tp. obtain a licence for the manufacture of 

these for sale. This Order covers all fruit and vegetal)] 

products as also synthetic beverages, syrups, sharbats 

and vinegar. The Order, however, does not apply to

able products p-rod^ced- in non-municipal 

areas-in quantities not exceeding 200 pounds in a year 

and to syrups containing fruit juics meant exclusively 

for medicinal use and declared as such on, the label.

The Order lays down minimum standards in respect of the 

quality of the products, hygienic and’sanitary condition 

of the factory, its surroundings and personnel, and 

machinery and equipment. It also sets limits for the 

use of permitted preservatives and colours and the 

presence of certain heavy metals in the products.

The Order classified the units manufacturing 

fruit and vegetable products into three categories on 

the basis of the value of their annual production or the
1 v

annual capacity to manufacture products of that value:

1 . Large-scale .. Exceeding 1 lakh«
2. Small-scale •• Less than ^.1 lalch but nior

than Ps.50,000.
3. Cottage-scale .. N o t . exceeding 50,000.

The Order prescribes licence fees for the units 

on the basis of horse-power used by them. It also

-  : 20 ! -
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stipulates minimum' area qf: jaanuf adturing premises and ;
... • i;;-. . ..... (I
availability of 3x5table wa.t;er according to each 

c at ego r y .' In th e "case o f larg e- scale nanuf act ur er s, th o 

appointment of a '/ualified. eher.iist' to • supervise the pro

duction as well as a well-equipped' laboratory with speci

fied floor area has b^en i;iade compulsory under the Order,

The Order "also lays" down specifications regarding 

packingnVatkfrig M d  labelling of containers. It is 

obligatory for a manufacturer to nake the following 

declarations on the label of a products-

1..jtame of. the product .and the kind and the 
variety of fruit or vegetable used

2 ....Net contents - °‘ic!

■ 3. Wane and address of the manufacturer and the
place of manufacture

4. F.P.O. licence number and code number indicating 
the date of manufacture

5. Whether permitted preservatives and colouring 
matter were used

6 . Tlie word "Synthetics" in bold letters and a 
declaration "Contains no fruit juice" if the 
product is synthetic.

The Order also specifies the types of containers 

that can be used for packing the different products and

the node of their secure sealing. ;
1

Under the Order, a Central Fruit Products Advisory 

Committee has been constituted by the Government -whose

(Annexure III Contd.)
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object is to give‘'advice to the Directorate of Marketing 

and Inspection.on all natters pertaining to the fruit 

and vegetable preservation industry. The Agricultural 

Marketing adviser to the Government of India is the 

Chairman of the Committee which has 15 other members 

nominated by the Central Government, They represent 

all sections of the industry including exporters, 

growers of fruit and vegetables and technical experts 

in the field. The tenure of the Advisory .Committee 

is of two years.

Under the Fruit Products Order, 1955, powers have 

been given to the Agricultural Marketing Adviser or 

any other officer authorised by him to inspect factories, 

to collect samples and to seize, detain, or destroy 

sub-standard and unauthorised products, The Agriculturi 

Marketing Adviser is also authorised to suspend and 

concel the licence of defaulting units and launch 

prosecutions*

-  : 22 : -
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Statewise distribution of cooperative cold storages 
organised upto Jfune, 196S vath their capacity and the 
number of units Installed is shown in the following 
table:-

Sr.5 Name of the State 
N o . 8

8 To t al 8 Capac'ity W o  ,d
8units

5 Capacity 
8of the

8
J ___ _______.. .

.,8 , 5 
: 8 ..J..

8installed
5- ,

8units
Ji&stal

■’■I. ■Andhra Pradesh k , 3 2,400 _

. o «-•' • Assail 1 1,000 1 1000

3. Bihar 11 15,600 6 8 1D0

4. Gu j ar at 3 3,400 2 : r:'oo

5. Haryana 2 2,000 2 20 00

6. Jaimnu &  Kashmir 1 400 1 400

7. Madhya Pradesh 2 2,000 2 2000

8. Maharashtra 2 ■ 1,000 2 1000

9. Mysore 1 1,000 - ~

10. Orissa 14 11,600 : 9 8000

11. Punjab 15 18,700 14 18000

12. Rajasthan 2 4,000 1 2000

13. T'amilnadu 1 1,200 - -

14, Uttar Pradesh 24 51,100 16 30000

15. West Bengal 6 11,000 5 10000

16. Chandigarh 1 1,600 1 1600

T o t a l : 89 1 , 2 8 ,0 0 0
---- 1----------

62 1 85,000



NATIONAL GO-OPERATIVE DEVELOPMENT CORPORATION

Gram : ‘ C0PC03P1 C-56, South -Extension
Phone: 73434/76121 " . . 11GW Delhi-16

F.No. 2-1/64-P. ’ February 23, .1966.

From
Shri S.3. Puri, I.a .3.,

. > ...’.Secretary, .. ...........

To /
The Secretaries incharge of Cooperation,
All.State Governments (except J&K and ^agaland)s

Sub:- Pattern of financial assistance for cooperative 
ag ri cult ur al p ro c e s si ng ' unit s (o th er th an cd o p- 
erative sugar factories, export oriented pro
cessing industries and m o d e m  rice mills) .

Sirs,

In view of the large programme of cooperative agrJ. 
tural processing envisated for the Fourth Five Year Plan, 
certain decisions .have recently been-taken *by this Corpor 
tion to liberalise the pattern of assistance for cooperc c 
agricultural processing units. This letter sets forth tl' 
decisions. These decisions cover all types of coopero;':' 
agricultural processing units, but do not cover the 
following: -

i) cooperative sugar factories, 
ii) export oriented processing industries and 

modern rice mills.

Separate letters vail be addressed t0 you shortly with 
regard^to the pattern of assistance to cooperative sugar 
factories as well as export oriented processing industri-j 
and modern rice mills,

2. As the State Governments are aware, the existing 
pattern of financial assistance for cooperative agricui c j 
processing units is based on the recommendations of the 
S a r a iy a  Committee which made its report to the National 
Cooperative Development and Warehousing Board in 1961.
For 'the medium and small cooperative agricultural process 
ing units the Saraiya Committee recommended the ■ following 
pattern of assistance:-

, 0 ./Contd
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In case of independent- processing societies with 
a capital cost of ^,.1 lakh or more., & 0 %  of 
the. capital, cost should be found by way of 
lpnrj-'terr; loans' from the State. Finance Corpora
tion and the. State Government should assist 
the cooperatives to obtain such a long by 
standing guarantee for, the .loan.. --.The remaining 
40$. of the capital-, cost should, be. raised by 
way of:-share capital, partly from, members and 
partly from government. The Government 
contribution to the share capital; should be 
subject to a certain minintp proportion 
coming -from, the members. This proportion may 
vary ̂ according to the level of cooperative 
development' in various-States. '

Vfoere the processing■-units proposed to be set 
up by independent processing societies are 
small, and the capital cost is likely to be 
less than. P'’. one lakh, it may not be possible 
to,; obtain lo ..an s from the. State Finance 
Corporation. In such.case, the entire capital 
co st may h a v e . to be. financed; by way of share 
capital partly from; members:; and partly from 
■Government, in the. proportion indicated 
above. .

As regards marketing societies.undertaking 
processing activities with- -a capital outlay of 
P.?. 1 lakh or more, of the capital cost 
should be found by way of long te^m loans 
from the State Finance Corporation. The 
remaining; -40$ of-the capitals© str-should be 
should, by. way of share capital.,;- Ordinarily9 
it may-.- not.-, be possible for a marketing 
society t0 raise substantial additional share 
capital for the processing- programme. Kence, 
government1 s contribution to the share capital 
will have to be larger, than in the case of inde
pendent processing societies and in excep
tional cases the Government may have to find 
the entire 40%,of the estimated capital 
cost by way of share capital.

As regards a marketing society establishing 
a small,processing unit with a capital cost belo 
P% 1 lakh, it may not be possible to raise 
funds by way of loan from the1 State Finance 
Corporation and hence the entire capital cost 
will have to be raised by way of share capital, 
in this case also the Government's contribu
tion to the sliaro capital will have to be

... ./Contd.
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larger than in the case of an independent 
processing society and on the merits of the 
individual cases may have to be^t0 the 

. full extent of the estimated capital outlay.

3. The National Cooperative Development and Warehousing 
Ebard accepted the above pattern and communicated the same 
to the State Governments. In accordance with the pattern
indicated in sub-paras (b) and (d) above, the State Govern- ;
ments have been assisting the processing units^with a capital 
'of less than p^.l lakh with share capital contribution to 
the full extent of the estimated capital outlay. In regard 
to the units, costing over ^,1 lakh, the State Governments 
are expected to contribute share capital upto a maximum of 40$ 
of the estimated capital cost of the unit, the remaining 60$ 
being found by way of long-terra: loans from the State Finance 
Corporations or other financing agencies. In actual practice, 
however, cooperatives find.it difficult to raise funds for 
block, capita'l investments from financing agencies* From 
the; reports, received from 10 State Finance Corporations, 
it is observed that during the past 3 years, only 11 coopera
tive agricultural processing units a.vailed of a sum of 
P-.8.82 lakhs from them. The cooperative banks in most 
of the States are also not in a position, for obvious 
reasons, to come to the rescue of those processing units 

. with medium or long-term loans for block capital purposes.
In these circiinistances, many of the State Governments 
have been assisting the units costing over p-.l lakh also 
with share capital contribution to the full extent of 
the^capital outlay, after taking into account the share 
capital contribution to be raised from members wherever 
necessary, ^he National Cooperative Development Corporation 
hass been, giving the State Governments the requisite 
long-term loan assistance upto 1 5 $  of the share capital 
contributed by them for such units.

:4? . In the light of the difficulties experienced in the 
financing of capital cost of cooperative processing units, 
the exi sting pattern of financial ;as si stance was recently 
reviewed by the National Cooperative Development Corporation, 
It was agreed that in case of cooperative processing units 
with a capital cost upto ŝ. 10 lakhs, it might not be 
ordinarily possible to obtain loan assistance from the State 
Finance Corporations and hence the full cost of the units 
should be met by.way of loan assistance from 
government -nd share capital from members and government.
With regard/to units costing between p-.IO lakhs and 
R.r*2o lakhs, it has been decided that cooperatives may find 
50$ of the biobk cost through shate capital contributed by 
-member? and state governments and the remaining 50$ should 
be raised as a loan from financing agencies such as State 
finance Corporations, I.F.C. etc.

(Annexure V Contd.) |
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. 5, The 'details of the decisions that have been recently 
taken are indicated belows-

(!) For purposes of'financial assistance, the cooperative 
agricultural processing units may be classified as 
under;- -

(a) Units with a block capital cost less than F’,1 lakh
(b) Units with a block capital cost of ^,1 lakh to 

fls. 10 lakh s .
(c) Units with a block capital cost of F^.10 lakhs to 

...... r .ft?. 20 lakhs.
r (d) Units with, a capital ...cost exceeding r?.20 lakhs.

' ' For the purpose of classification, the
block capital should be rdeemed to include all 
long-term requirements including cost of land, 
building, plant, and machinery? erection charges 

' and also the-necessary provision for margin 
money for the,purpose of raising working 
capital loan.

(ii) The block capital cost of processing units with 
an outlay upto r-. 1 lakh may be financed, as 
hitherto, by way of share capital. Ordinarily, 
such a unit will be established by a marketing 
society as its adjunct and it may not be possible

. for the marketing society to raise additional share 
: caioitai from its members, towards the cost of

processing units.. In such cases, Governments 
contribution to" the share capital may have to be 
to the full .extent of the estimated capital 
outlay.’ Miere, in, exceptional cases, such 
units arc established by independent processing 
societies, the sharevc.&pit:al must be raised

• . partly .from members and partly from government,

(iii) In the case of processing units which involve 
; a capital cost ranging, between Fs. 1 lakh and

Bs• . 10 1 akhs the concerned cooperative will be 
eligible to finance capital cost in the following 
manner; - r

, (a) .share1 capital from members and 
-State Government.

. (b) long-term loan from State Govt.

... 25% 

... 75%

/Contd
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Civ) For units whose capital'cost ranges between 
pc.io lakhs and p% 20 laldis, the concerned 

•’j :. L cooperative may find 5o$ of the block cost by way
■' of ĥj?j?e capital (members and government taken
■ together) and the . remaining 50/1 should invariably

be found bay, way;of loan from financing agencies,
- State Government, S.F.C. etc.

6. In the above cases wherever, share capital is to be 
raised for a processing unit-partly from members and partly 
from government, the proportion between'Government share 
capital and' members' share capital should be the same as thal 
prescribed for primary marketing societies. It may be 
added that in the-case of primary marketing societies the 
following proportion between-government contributed share 
capital and members*' share cap-ital has recently been 
ap pro ved by th e Cor no r at 1 on: - .

Anchra Pradesh (except Telengana area) 5
• Gujarat, Maharashtra, Madras, Punjab 5 1 : 1

Uttar Pradesh- (excluding eastern U.P.) 5

.Kerala, Mysore- : , • • • 2 : 1

Assam, Bihar, Madhya Pradesh, /West Bengali 
' Rajasthan;; Orissa,--Andhra Pradesh (Telen- 5 3 : 1
• gana areal Eastern U.P. . 0

The above ratios may be relaxed as indicated below; -

(i) Deviation from the ratio of contribution by Govern- 
-jaent and members as prescribed may be made within a
3 tate depending on the backwardness of the area and 
other local factors, such ,as; the need for development 
of special commodity societies, procurement opera
tions on behalf of govemment/government nominated 
agencies etc.

, „ (ii) Government contribution towards.,the share capital 
of primary marketing societies upto the prescribed 
maximum may be made by State Governments in such 
instalments as they may deem fit, each instalment 
not exceeding. 25,000/- in proportion to the
members contribution on the basis of ratios indicated 
above. Eowever, in cases where a society has not 
been able to raise the members1 part of share capital 
in the prescribed ratio within one year from the date 
of government contribution, the State Government may 
release the instalment of government contribution to 
the share capital of such societies on the condition L 
that the members* share of contribution will be f 
raised within one year of the government contribution 
Further instalment of government contribution will be 
released only ^hen the societies have raised their 
members' sha.re in the ratio prescribed against the 
previous amount contributed by government.

* • • • / Co nt d •
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7. In order, to facilitate the development of large-scale 
"cooperative agricultural processing units co sting ̂ not less 
tii an .20 1 akh s, the Cor 120 rat ion has approved^ a financial 
pattern analogous t o . cooperative sugar factories, i.e.
the larger processing units will raise 40/<> of the block 
capital by way of share capital from members and the 
State Government (on matching basis) and the- remaining 
6 6 %  will be found out by way of long-term loans from 
industrial Finance Corporation/State Finance Corporation 
and other financing agencies.

8. For providing financial assistance to cooperative 
processing units, the State Governments will be eligible
for central assistance o n  the following pattern from N.C.D.C. 
within the State Plan Ceiling:-

(i) As regards smaller and medium sized units capital 
costs of -which is u p t o 20 lakhs N.C.D.C. will 
provide long-term loans to State Governments 
to the extent of 75$ of the share capital 
contributed by the State Government towards 
the capital cost of the processing units,

N.C.D.C. will provide loans to the State Govern- 
' neiits to the extent of 75 of the amount of loan 

that the State Government may sanction to the 
processing units.'

.(ii)As regards large-sized processing units having
block c - ital cost not less than ^,20 lakhs, i.e. 
category (d) under para 5 above, the N.C.D.C. 
will grant long-term loans to the State Governmen 
upto 100% of the share capital contribution 
made by them to such processing units of growers 
subject to the following conditions: -

(a) Release of assistance from the Corporation 
will be on a matching basis with the share 
capital collected from members;

(b) At least 75$  of the share capital collected 
from members should come from actual or poten
tial growers of the agricultural produce or 
their cooperatives, if any, doing the market
ing of the p r i m r y  processing of such produce;

(c) Arrangements similar to those existing in 
cooperative sugar factories for deducting 
compulsory deposits, at rates stipulated by 
the state governments or prescribed in their 
bye-lavs, from the price of the produce 
supplied by members, should be evolved; and

• •.. / Cq nt d .
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(cl) The maximum amount of central assistance
available to State Governments for' each unit 
will be determined on the -basis of the 
commodity processed, size of the unit and the 
total block cost invo-lved.

9. I It is requested that the- above decisions may kindly 
be brought to the ''notice of all concerned.

Copy for information and' necessary action to; 

Registrar of Cooperative Societies,

Yours faithfully 
Stf/-

(S.3. Puri) 
Secretary

All States (except J&K arid Nagaland)

Sd/-
(3.S. Puri) 
Secretary

Copy also forwarded for information tos

All Officers and Sections in N.C.D.C.

Sd/- 
(S.S, Puri) 
Secretary.
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NATIONAL ..CO-OPERATIVE DEVELOPMENT CORPORATION

GRAM; 'COPGORP1 G-56, -Smith Extension (II),.
Phone; 623435/36 ‘ New Delhi-49.

No .NCDC.3- 1/69-CG5I . Dated; May 4, L970.

I!

' From . ■' .
Shri 3 , K * 3. Chib, I.**. S.,
SECRETARY.

To ■ , ■
The Secretaries ln-ch.arge of Cooperation, •
All St -.tes (Except Jammu and Kashmir & Nagaland)

Sub; Central Sector Scheme for financing small and 
medium sized processing units.

Sir,

In continuation of this CQrporation* s letter of 
■even number dated the ?.3rd December, 1^69, (Copy enclosed) 
qn the above subject ? I an directed to say that the 
Corporation will refinance the Apex Cooperative Banks/
State Government under: the Central Sector Schemes 
broa.dly on the foliomns lines.

i. Under the Central Sector Scheme, the Nationa.1 
Cooperative Development Corporation will 
undertake refinancing of new small and medium 
size cooperative agricultural processing units 
such as cooperative rice mills, oil mills, 
cotton ginneries, cottonseed processing plants, 
cattlefeed factories, solvent extraction plants, 
fruit and vegetable processing units, cold storag 

: : etc., and their aliied/bye-product industries
i‘. individually and/or^ jointly.

: Large size processing units such as coopera
tive sugar factories, spinning mills, jute 
mills, etc. for \7hlch financial assistance is 
available from the IFC LIC, etc. vail be 
excluded from the purview of the Scheme.

i i • The cooperative processing units with blockcost 
not exceeding P s.1 0  lakhs will be categorised as 
small size processing units and above p̂ .10 lakhs 
to °".40 lakhs as medium si^e processing units.

• ... ./Contd
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iii, A minimum'margin of security of 25 per cent of
the total block cost will be required in case of 
small .size processing 'units and 30 per cent in 
case of medium size processing units.

The margin of security will be found 
by the concerned cooperatives either from the 
share' capital or/and reserves, if any.

iv.; Refinancing will -fee done, primarily through the 
apex cooperative banks, after satisfying the 
technical and economic viability of the unit;, 
against the guarantee'o? the State Government.
If for any reason the apex, cooperative bank is not) 
considered viable or the State Government is i
unable to furnish :requisite, guarantee for the loari 
or for any other reas’on the apex cooperative bank
■ is not able to receive the loan from the NCDC, 
refinancing to the processing'units will be done 
through, the State Government concerned.

v. The processing units' organised by national and 
inter-state-cooperative . federations will be 
financed by'tlo HCDC directly,

vii The NCDC will refinance the apex cooperative 
banks/st ate governments upto 75 per cent in 
respect of small: size' processing units and 70 
per cent in case of medium size processing 
units of the total block cost of the project.

vii. Under th'e scheme, financing o’f the processing 
urjits will be only in the form of block loans.

viii. The NCDC may also consider refinancing for a part 
of the block loan requirement of the cooperative 

.: £rpcessing. unity pro vided the NCDC is satisfied
that the,'remainahg'|)art of-the block loan to ben

* from the banks/financing institutions/Govt. etc. 
is fully secured by the co-ncerned processing 
unit.

ix. .Ordinarily the share capital interse between the 
"members and the state government will be in the 
ratio of 1 :.:, provided that if the total equity 
in -relation to the total block cost of the concei 

. processing units comes to less than f?,.2.00 lakhs, 
v then the ratio of share capital between the I

. ' growers/their cooperatives and the state govern^ 
will not be moire' liberal than 1 : 1  and if the t o * f  
equity participation in relation to the total bit

- Cost exceeds 2.00. lakhs, the share capital to

..../Contd.
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contributed by the cooperative members should not 
be less than ?-:.1.00 lakh.

It is also, under consideration of the^ Corpora
tion to what extent in affluent areas etc. increased 
menbeijf s share capital in the ratio of 1 :2  
(members and state government) and in weaker 
areas lesser members share capital compared to 
government contribution in the ratio Is3 should be

■ allowed and laid down. A further communication in
this regard will follow after a policy decision is
taken by the. Corporation in regard to such areas.

x, The HCDC's rate of interest to the apex cooperative 
bank is likely to" be 6i- per cent per annum. The 
exact rate will, however, be communicated separately. 
The rate of interest of borrowing by the cooperatives 
installing the processing units shall not exceed 
1 (one) per cent over the rate of interest charged 
by the HCDC.

In the event of any default in the repayment of
; loans and payment of interest, thereon, the interest
■rate will be increased by. half per cent i.e. a 
higfrer rate of interest \.ill be charged on the 
principal as well as on interest components of 
overdue instalments from the due date to the 
date of. actual payment.

xi. The period of loans t0 the apex banks and to the 
processing units .will be for a maximum period of 

; 15 years. Depending unpn the feasibility of the 
project etc. the repaynent period.can be reduced, 
but in no case less than 7 years.

xii. In suitable cases, if necessary, s. moratorium for a 
maximum period of three years since the date of first 
drawal of loan for repayment of principal could be

■ considered by the: financing apex bank/state govemmer 
to the processing unit and by the HCDC to the 
concerned apex cooperative banks/State Government,

xii.i. If a borrowing cooperative processing unit for which 
the HCDC has refinanced loan/loans, repays its loan 
earlier than the due date,, apex bank/state government 
will repay to the HCDC all such instalments premature 
paid by^the processing unit, until the HCDC*s loan 
amount is fully repaid,

xiv. The application for refinance to the HCDC shall 
be accompanied by a resolutioh of the Board of 
Directors of the concerned borrowing cooperative 
processing units and of the apex cooperative bank 
for availing of refinancing facility.

,.../Contd,
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2* The- apex cooperative banks vri.ll send to the NCDC, 
for the purpose of examining technical and economic feasi
bility.'the proposals of the small and medium size process-

- ing units' which they intend to finance under the Scheme.
The KCDC will then communicate";to the apex banks the 
administrative and technical approval, to those proposals

• which satisfy the conditions laid down under the scheme 
for' financial assistance and'-are techno-economic ally 

/viable. The apex banks -..ill be eligible for refinancing, 
’■in the case of only such proposals to which the NCDC 
lias thus given7 administrative and technical approval.

If the: apex bank/state government does not take 
effective action to finance the cooperative processing 
units within one year from the date of administrative 
' approval, the administrative ' appro val will be deemed to 
have lapsed." '1

3. It is expected thatr-while .financing the processing 
units, the apex cooperative bank/state government will 
release-funds'--in relation to the progress made by the 
concerned processing units'in respect of acquiring land, 
construction of buildings and purchase/installation of 
machinery, etc. In other words,.the releases of the 
bank/government'need to be progress based* Refinancing 
to the apex bank/State Go-vt.^wl'll be accordingly made
in instalments depending- upon the progress made by the 
cooperatives in implementing the project,

. 1 *

4. In giving assistance to: the. processing units under 
this scheme, preference sho'ild be given to those units 
proposed to be set u p 1in the areas to be selected under 
the small Farmers Development Agency Scheme provided 
other things being equal and subject to. the viability
of -projects being-satisfied. •

5. In the light of the above, the State Governments are 
requested to furnish suitable proposals for the purpose
of refinancing under the scheme in consultation with the 
apex cooperative banks. The specimen documents for entering 
into loan agreement by the processing unit with the apex 
bank and of the apex bank with the NCDC and also Guarantee I 
Form of the state government are being sent separately in 
due course.

6.. Tentatively the approved allocation during the 
Fourth Plan period' has' been since revised from r-.7.5 
crores to p-,9.00 crores.

...........Contd
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7. The receipt of this letter may be acknowledged,

Yours faithfully, 
Sd/- 

(V.G. v'Puranik) 
Director 

for Secretary.

Copy t0 : -

1* 2fSistrar Of *  Coop. Societies,
9 iPh Â a^ es (Except J<%K and Nagaland).
■ a iianaSer/General Manager/Managing Director, 
o ^operative Bank/Central Coop. Banks.
. Agricultural Credit Department Reserve Bank of 
m e n  a, Bombay.

4. The> Joint Secretary (cp) Department of Coorceratin 
5 °f j-?aG;d&G5 Krishi Biavan, NEW DEIEI.
5* Officers & Sections of the Corporation.
. The Regional Officers, South & East, NCDC.

7. Planning Commission. - > .

Sd/-
(V.G. Puranik) 

Director
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NATIONAL COOPERATIVE DEVELOPMENT CORPORATION '

Gram* 1 CQPCORP* C-56, South Extension (II),
Phone: 623435/623436 New Delhi-49.

N0 .NCDC.3-1 / 6 9 ~ CCcSK Dated the 23rd Dec., 1969.

From 1
Sfcri S.K.S. Chib, I.A,S.*, _
Secretary.

To
The Secretaries-in-charge. of Cooperation, 
All States (Except J<SK and Nagaland).

Sub: Central Sector Scheme for financing .small
and medium sized processing units.

As you are aware, tentatively a sum of Ps.7.50 
crol*es has been provided under a Central Sector 
Scheme for financing • small and medium sized cooperative 
processing units outside the, State Plans ceilings, as 
■approved by the Planning Commission, during the 
Fourth Plan, of ■which, Ps.l crore have been budgeted for 
the year 1969-70.

2, Under this Scheme the National Cooperative 
Development Corporation proposes to undertake direct 
and indirect financing and/or refinancing of small 
and medium size cooperative agricultural processing 
units such as cooperative rice mills, oil mills, 
cotton gins? cotton-seed processing plants, cattle- 
fee<jl factories, solvent extraction plants, fruit and 
vegetable processing units, cold storages, etc, and 
their allied/bye-product industries individually and/ 
or jointly. Large sized processing units such as 
cooperative sugar factories, spinning mills, jute 
mills etc. will not fall within the purview of this 
Sen eme .

No assistance will, however, be available from 
the National Cooperative Development Corporation to 
the State Governments under this particular scheme 
for participation in the equity capital of the processing 
units irrespective of their size.

•».. / Co nt d . |
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3, For the purpose of the Scheme it is envisaged 
that the units with block cost not exceeding Rs.lO lakhs 
will be categorised as small sized processing units 
and from Rs.10 lakhs to R$,40 lakhs as medium sized 
processing units. Margin money required for raising 
working capital during the gestation period of the 
projects, will be considered as a part of the block 
cost. For the purpose .of financing the small and 
medium size processing units it is contemplated that
a minimum margin of 25 per cent might be required in 
the case of small size processing units and 30 per cent 
in ^ar^e-of medium sized processing units. For instance, 
in the case of a small size processing unit, if its 
block, investment amounts to P.*., 8 lakhs, it would be 
eligible to get a block loan of Rs.6 lakhs. The remaining 
amount will have to be raised in the form of share 
capital and/or reserves, if any. Similarly in case of 
a medium size processing unit, if its block investment 
is of the order of P,s.20 laldis, the unit will have to 
raise in the form of share capital and/or reserves, if 
any, Rs. 6  lakhs and the remaining Rs, 1 4  lakhs it 
would get in the form of block loan under this Scheme.

4, The above indicates the outline of the proposed 
Scheme under consideration. The details about the
procedU-re-'tf'f refinancing under the Scheme, the agency 
fo* '“financing/refinancing, security required, rate of 
interest, the period of repayment etc. will be communicated 
after the scheme is finally cleared by the Ministry of 
Finance.

In the meanwhile, however, as the current financial 
year is at an advanced stage, it is suggested that the 
state governments may send suitable proposals with 
relevant.data and estimates etc. of small and medium 
size processing units with block cost below Rh.40 
IfiKhs, for the NCDC* s consideration for financial assistance 
■under this Scheme urgently and preferably before the end 
of January, 1970., It may, however, be mentioned that 
such proposals need to be furnished after examining 
their technical and economic feasibility as usual.

5, The receipt of this letter may be acknowledged.

Y o u i* s  faithfully, 
Sd/- 

(Y.G, Puranik) 
Director (Processing) 

for Secretary.

.........../Contd.

f
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Copy toS-

1, The Registrar of Cooperative Societies,
All States (Except J&EC and Nagaland).,

2, The Manager/Gen, Manager /Managing Director/ 
Apex Cooperative Banks.

3, The Manager/Gen,' Manager/Managing Director/ 
District Central Cooperative Banks.

4, To all Officers of the Corporation 
including Regional Officers (South) & (East).

,Sd/- 
(V.G. Puranik) 

Director (Processing) 
for Secretary,
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NATIONAL COOP£RATIV.r'j!)EVELOPMSNT CORP.ORATION

GRAM c ’COPCORP1 
Phone s 623435/36

Nos NGDC.3-2/7G-G0&H.

C-56, South Extension (II) 
New Delhi-49.

Dated; March 12,1970.

From

Shri S.K.S. Chib,I.A.S., 
SECRETARY.

To
The Secretaries in-charge of Cooperation,
All State Governments (Except J&K & Nagaland).

Sub; A Corporation Sponsored Scheme for providing 
assistance to the State Governments outside 
their plan resources for share capital parti
cipation in processing units for availing of 
block loan from the Commercial Banks.

You are aware that since recently the possi
bilities of availing of term loans from1the Commercial 
banks to meet block loan requirements of the Agro- 
Industrial units have improved.1 Some of the commercial 
banks have already approached the cooperatives for financing 
the agro-based industries. For example, the State Bank of 
India in their recent communication to the NCDC and the 
Registrars of Cooperative Societies have expressed their 
willingness to sanction term loans to the cooperatives to 
meet block cost of the processing units, if need be, by 
suitably liberalising their terms and conditions. Such 
financing would, however, depend upon the capacity of the 
cooperatives to offer the required margin of security for 
availing of- term loans from the commercial banks.

2. The cooperatives would be normally required to offer 
at least a minimum margin of security of 35 to 40 per cent 
of the block cost of the project. In other words, if the 
cost of a project is Rs.40.00 lakhs, the concerned coope
rative -would be required to offer a minimum margin of 
security of Rs. 14.00 lakhs ‘to a commercial bank for securing

r a block loan of IX..26.00 lakhs. This margin would normally 
consist of equity capital.

3. The majority of the farmers raising crops like 
paddy, cotton, groundnut, jute, etc. are economically

Sir,

.. ./Contd.
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weak. The processing units organised by them, therefore, 
may not be able to, raise adequate share capital from the 
resources of the farmers for'margin of security.. In such 
cases, participation by the State Government in their 
equity capital would become all.the more important. There
fore, where the state plan provisions for this purpose are - 
likely to be inadequate, it was considered necessary to 
make some arrangement to supplement financial assistance 
so that the processing units could be enabled to avail of 
assistance from the commercial banks

4. Keeping the above in view,'-the .Corporation has 
sponsored a new scheme, under which the states may get 
assistance outside their plan1 resources for contribution 
to the share capital of the processing units on a selective 
basis. This scheme will come into effect from 1st April, 
1970. Its. outlines are as follows s ■

i. The,scheme w i l l :be applicable only in
case of those processing units, the block 
loan requirements of which will be met 
entirely by. the commercial banks.

.. Only; those processing units will-be considered 
... 1 : ' for assistance under the scheme which are 

technically and:: economically viable.

iii. Preference will be given to medium size
processing units with the block ranging between - 
Rs.10. to 40 lakhs.

iv. No unit, the total block cost of which indi-
dually exceeds I* .60 lakhs will fall within the 
purview of this scheme. In particular, the 
cooperative sugar factories, spinning mills 
and- jute mills; will- not fall within the scope 
of this scheme.

v. The minimum -equity capital that will be required t* 
be raised-between the 'Cooperative society and the 

state government would be about 35 per cent of 
'■)& the block cost of the processing unit. The ratio

of share capital participation between the ■ 
cooperative society, including the grower mem
bers1 share on the one hand and the state 
government will be normally in the ratio of
li2, i.e. the state governments contribution 
to share capital will be twice the contribution 
of the cooperative to-the equity participation. 
However, where the cooperative society is well 
established and the farmers are cooperatively 
more affluent, the ratio may be 1?1, i.e. the

... ./Contd.
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cooperative society will have to raise an equiva- 
lant amount of share capital with that of the state 
government. In the case of weaker sections and^ 
weaker areas, the ratio of share capital participation 
between i&e cooperative society and the state govern
ment may be 1?3.

• . ,.y ... r  .

vi. The National Cooperative Development Corporation 
will provide, after assessing the individual 
cooperative society's reources, the viability of the 
project etc., a loan to the state government which 
.shall not exceed 50 per cent of the share capital 
'participation made by the state government to the 
cooperative society for the processingunit, i.e. 
this Corporation.will meet ftalf the contribution of 

, the state government to the cooperative society 
., towa^4a the equity ,o f■the cooperative spciety. The 

loan given by the Corporation to the state government 
shall be converted as share capital by the state 
govt, vis-a-vis the cooperative society.

vii. - The state government will be required to contribute 
to the cooperative society at least 50 per cent of 
the share capital due to the unit before the Corpo- 

r: ration's loan is released to the state government.

viii. The state govt, concerned will obtain $pior
administrative aoproval of the project' from the 
Corporation before contributing to the share capital

■ of the society from their own resources within or 
outside the” state plan.  ̂ ^

ix. The loan from the Corporation, to the state govt, 
for the purpose Unaer the scheme in regard to 
individual processing unit will not exceed an amount 
of fe.8.00 lakhs.

x. For the purpose of assistance by the Corporation, 
■bther factors being equal priority will be given 
to those units which are located in cooperatively 
and/or economically undBr-developed areas in a state 
unless there is a distinc-t advantage in contributing 
to the economic growth of another area* for increasing 
the productivity etc. in the case of other units.

xi. The terms and conditions to the state government
under this scheme will ber analogous to the terms and 
conditions of loans sanctioned to- the state govern
ments under other Corporation Sponsored Schemes and 

 ̂ in particular, the rate of interest of the loan
sanctioned to the state government will be 6 per cent

•••./Contd.•



s 42 % — ( Annexure VII Contd.)

per annum and the period of repayment of such 
loan will be 15 years- from the first drawal of 
loan to the state government sanctioned under the 
scheme.: , ' •

5. Before releasing assistance under the scheme, 
it will be seen that a commercial bank has firmly 
committed to provide required amount of term loan to
the concerned processing unit. Subject.to the Corporation's 
resources position, the assistance.will be released to 
the state governments either i n  lumpsum or in instalments, 
spread over a period of time, for the individual processing 
units.

6. It is^requested that the details o° this scheme 
may be brought to the notice of all. concerned and the 
receipt of this letter may be acknowledged.

Yours faithfully, 

Sd/-

( -V.Gv-: PURANIK ) 
Director (P) 

for Secretary.

Copy to

1. The Registrar’ of Cooperative Societies, All States, 
(Except J&R and Nagaland).

2. fThe Chief Executive Officers of Apex Marketing
Federations. > ••

3. The Secretary, Maharashtra State Cooperative
7 Indus tries C ommi s s i o n , ■ Bomb ay.

4. All Officers of the •Corporation.
5. Regional Officers, NCDC, (South and East).
6. -The Department of Cooperation,..Ministry of

Food, Agriculture, Community Development and 
Cooperation, Govt, of India.

7V. The- Member-Secretary, Committee for Cooperative
Training. V

8. ’ The General Secretary, National Cooperative
Union of India.

9. Director, Vaikunth Mehta National Institute
of Cooperative Management, '5, B.J. Road, Poona.

10. Secretaries iri-charge of Planning, All State Govts.
(Except J&K and Nagaland). .

.../Contd...
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Chief Officer, Rural Credit Department, 
State-Bank of India.

Chief Officer, Rural Credit Department, 
Reserve Bank of India.
All nationalised commercial banks. 

Agricultural finance.Corporation.

Sd/-

( V.G. PURANIK ) 
Director (P) 

for Secretary.
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NATIONAL COOPERATIVE DEVELOPMENT OORPO RATION

GRAM: 1 COPCORP1 . .p C-5.6, South Extension (II),
Fhonej 623435/36 " New Delhi-49.

N0 sNCDC. 3-3/70- CG5H : Dated j March 12, 1S7C.

From

To

•3.1 .S. 'Chib, 1.A.S. 
SECRETARY.

Hie Socretaries in-charge of Cooperation.
All State Governments (except JSK &  Nagaland) .

Sub: Provision of margin money for cooperative
processing -units under Corporation Sponsored 
Scheme.

Si r ,

Some of the cooperative processing units organised 
before the commencement of the Fourth Plan have not been 
able to utilize their installed capacity fully on account 
of their inability to raise adequate -working capital for 
want of liquid resources to offer margins. The provi
sions made by these units for margin money in the project 
costs were either inadequate or were used in the fixed 
assets on account of rise in the block costs or on account 
of delay in installation, in the pre-operative expenses.

2. Limitations on raising working capital may restrict 
the capacity of these processing units to procure raw- 
material for fuller utilization of their installed 
capacity. This Corporation, h a s ? therefore, suggested 
to the s^ute governments to provide, if need be, by 
formulating a special scheme, adequate funds for assist
ing those processing units which are short of liquid 
funds for the purpose of margin money. Where the State 
Governments would not be able to provide such assistance 
adequately for want of' resources, this Corporation would 
consider to supplement financial assistance on a selec
t i v e  basis to a limited extent and has for that formulated 
a new scheme which will come into effect from 1st Aprilj 
1570. The outlines of this Scheme are as mentioned below:

i. The State Governments would furnish to the 
Corporation a list of the processing units

.... ./Contd.
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that would be identified under the scheme 
for giving Assistance to raise margin money.
Such units will be only those -which were 
organised before the commencement of the 
Fourth Plan,

ii. The processing units thus identified for
assistance should have collected share capital 
from the grower members and/or from their coopera
tives adequate enough to create their stake 
in the project.

iii. The accumulated losses after excluding depre
ciation and development funds, if any, must not 
be more than the owned funds of the selected 
units, ' "

iv. After giving margin money to the processing unit, 
it should be able to -procure rawrmatcrial from 
its ar.ea of operation. In other words, such 
unit need to be located in an area where 
the required raw-material is sufficiently 
available for fuller utilisation of the installed 
capacity of the concerned unit. ^

v.’While selecting the -units. under the scheme, it 
will be ensured th-it the arrangements made for 
managing the working of such units are efficient 
and satisfactory.

vi. Only those processing units will be eligible for 
financial assistance under the Scheme which 
would be able to revive their working as a 
result of such assistance and stablize financially 
in a reasonable period of time..

vii. The Corporation will assist the State Govts.
outside thoir plan resources, to ah extent which 
shall not exceed 65 per cent of the assistance 
the state governments give to the processing 
units for margin money,

viii. The Corporation m i l  select, on merit, the units, 
state-wise for assistance. In doing "so, if 
necessary, priority will be given to cooperatively 
under-developed areas.

ix. Assistance given by the state governments to 
the processing units under the scheme should 
be .preferably in the form of share papital 
contribution, ’

•.../Contd.

(Annexure VIII Contd.)



89 (Annexure VIII Contd.)

x. The Corporation's assistance to the State
Governments will be in the form of loans and will 
be released as reimbursement finance.

x i . /Where the state governments utilize the Corpora
tion's assistance in the form of share capital 
contribution for margin money, the Corporation 
will charge 6 per cent rate or interest on 
such loans. If the state governments use it in 
the form of loans to the processing units for 
raising margin money, the Corporation's rate of 
interest to the state governments on such loans 
will be 7\ per cent.

::: xii*. Term of repayment of loan etc. will be analogous
■ to the terms and conditions of other loans 

sanctioned to the State Governments by the 
Corporation from its own funds.

3. In the light of the above, the state govts.
are requested to f u m i s h ~ a  list of the proposals to
this Corporation for consideration by the 30th Junef
1970. The receipt of this letter may please be
acknowledged.

Yours faithfully,
sa/-

(V.G. PURANIK)
Director.

for Secretary. .
Copy to:-

1. The Registrar of Cooperative Societies,
All States (Except J<5K & Nagaland).

2. The Chief Executive Officers of 
A p e x‘Marketing Federations.

3. The Secretary, Maharashtra State Cooperative 
Industries Commission.

4. 'All Officers' of the Corporation.

5. Regional Officers, South and East, N.C.D.C.

’ 6. The Department of Cooperation, Ministry of 
Food, Agriculture. Community Development 
and Cooperation, Govt, of India.-

..../Contd*
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7. The general Secretary, National Cooperative 
Uniorl of India.

8. The Member-Secretary, Committee for Cooperative 
Training.

9. Director. Vaikunth Mehta National Institute of 
Cooperative Management, POONA.

10. Secretaries in-charge of Flanning, All 
State Govts. (Except J<£K and Nagiand.)

11. The Chief Officer, Rural Credit Department,
Reserve Bank of India, BO-MBAY.

sa/-
(V.G. PURANIK) 

Director 
for Secretary.
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MARKETING OF FRUITS AND VEGETABLES IN IRAN
£92

' BY

Mr Mehdi Hendesi 
Member, Board of Directors
Central Organisation for Rural Cooperatives of Iran 
Teheran 15

Iran covers an area of 164,200,000 square meters. Almost 
6,5?54551 hectares of this country is devoted tc> producing agricultural 
products and orchards, add . 000,000 hectares of which is devoted
to natural forests and pastures. The value of agricultural products in 
Iran is equal to 14 million dollars. The amount of rain differs in 
different parts of the country, for example it amounts to 1350 milimeters in 
Casj^i&r.lSea'is 320vninii ’in Central part, 80 to 15 mm in salt-
desert areas, and ̂ 70 to 2OT in iPersian Giî Lf shores.

62 per cent of the population of Iran is engaged in 
agricultural, and related crafts, activities. Therefore, the 
improvemet of agriculture has a vital role in increasing the level 
of total national income. But there ,exists one problem on the. way 
of achieving a sound marketing because of the fixistance . c?f production 
surplus in small arid1 disperse a r e a s n i s

The perfoi^anbfe!df the advanped law1 Land Reform, h^s 
directly affected the life of the producers. The conditions and situations 
of theivillages is determined by Land Reform, therefore the act of 
production is.carried out more hopefully and more energetically by 
farmers who now own lahd. Parallel to this, rural cooperative societies 
have gradually replaced ex-landlords apd have undertaken the activities 
related to national rural economy. Thus, eventually these, societies 
will not only be effective* far as provision of production elements
is concerned, but they would undertake considerable efforts in
purchasing and selling the farm products.

In Iran there exists a differing climat6; The chores of 
Caspean Sea^ which is in the north, have tropical climate with much 
rain. In these parts, the following products are cultivated: rice, 
canabis , tobacco, trus , f igs , apples ,. pears , meflon , watermelon, 
cucumbers, potatoes, eggplants, tomatoes, onions and other 
leafy vegetables.

In north-west, north-east, and west parts of Iran, which are 
cold regions, early fruits and vegetables are cultivated. In tropical 
areas in the southern parts, and in Persian Gulf shores, dates and 
other fruits and vegetaBes are produced. 1 V'

According to the latest statistics, the types and the amounts
of fruits and vegetables produced in Iran are as fellows:
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Fruits and --- — » ,...
tons of dcites and nnn + a m Af >*'»■!einc nisv.: an iniDort&rtt roi© in. the

c  Q  ̂
Products Amount of production (Tons)

' Citrus ' ^ 35,786
Apricots 50,95}.

Dates 1 4 5 . 651
Grapes 337,418

Apples 22,910

Potatoes , 98,319

Tbe general statistics of fruits and vegetables are as follows:

Products Amount of production (tons)

Fruits 840,764

Vegetables • ;785,270.t. ,n

vegetables, wl^hthe average prociuctioh of lid.OpP
60,000 tons of raisins, play: an important rPie ir

economy of Iran.
.} ciOiit.f / . .} '' I ’■ -■ j./f - r; ■. ; •*' - i  ̂ ;: ' - • "f *■ ; •f ■ . ■ ■ < ■ *~iV

If th^impj^atfpns and. meanings of marketing is taken into
consideration-, it is clear that a t  p r e s e n t ,  considering the known
scientific methpdjSj-.'-large s h a r e  of^ the ; sales price of commodities is
devoted to marketing gxpensps. T ^ e refo r e , t h e :objective of every sound '
marketing: planning should, be.to reduce these expensek, 11 is also 1
confirmed b y  qualified.pepple that, the establisftm6ht of fnaWcetirig > ■ , <

cooperative societies is one of the most effective wa'yŝ 'tj&

objective,

CQRC, which has the supervising role for rural cooperative 
societies arid- unionsy' has, persued, awi 4:ed marketing services in these • 
societies and unionsy/in: view of. this f^ct that the improvement of 
rural cooperative societies and unions will, have an active role in 
social and economic welfare in various parts of the country.

In the course of marketing the fruits and vegetables, there 

are several problems as fallows:. > ,, , i. .

1. The wide dispersity of the products amongst various paints 
of the country and the lack pf suitable aoces^ roads to 
transfer the products to the consuming centres.

2. Too much changes of . supply and demand }.n different seasons 
resulting in too muQh;fluctuations.in prices.

3. Perishability of these products and the high storing and
retaining expenses, and the lack of sufficient storing 

facilities. 'i'f i:w -I ; ..

4. The fruits and vegetablesbeing vplumineous andthe
transportation expenses being high. r : .

5. Existance of unqualified intermediaries and pedlers in villages. j

6 . Involvement oef som<= of the farmers in accumulative ainnual

loans. i-HT. i iS,, ;

7. Lack of sufficient open-space markets to sell the pfcotktbev
• * nijotiif1. -al l '■■■rn:

: .! X1 c
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Marketing Services of Rural Cooperative Societies and Unions for 
Agricultural Products

:94

Th§ feasic objective of rural cooperative societies and unions 

in undertaking the marketing services.is, on one hand, based on 
collecting the products of member-farmers *i$h suitable terms and 
selling t,hem in appropriate cprices; and on thb other, providing 
their requirement® cheaply1/ Experiments indicate that ruraj. cooperative 
societies and unions c a n 1 adjjtist thb prices : 6^! products to their owp; 
interests by adopting the below policies arid methods:

1. Act as an intermediary'tod! retfiiii the'minimum profit , ,
for t he mem be r s b y ‘61 im ina t in jg1 th 1 uhriee e k sa r y expen s e s 

..... of marketing in sale price.

2.... Undertake the necsssatr^ste'tivfti’# s ,present their products
to the consumers. This vvlll ‘result in art increase in the . 
amounts of products sold; hv

3 , . Undertake usef-UP^aotirvlfieis oriented towards increasing, ,,
: : the demand through the bettering of quality and' type, of 

products, packing, grading, processing and searching new
markets and new way of consumption for the products.

4. Supervise the markets of products.

5. Reduce the cost of production through use of machineries,
and increase the amoufit of product per unit of land, undertake 
other useful practical activities. - ^ -

6*. Monopolize; the salS 'of -product;

. ..... All the consumers wish t h e 1cdmmodities to be presented in the
sale [ centres in fi!xed prices arid homogeneous terms. And the, rural
cooperative societies and unions hope to seil their' pembefs' products 
in fixed prices, because this is the only way through v^hich they can 
have a precise account of the ’revenues and marketing expenses, and 
avoid large amount of losses.

Unfortunately, such a state is not to be easily achieved 
because the prices are etoSttrollable only when the elements of supply,
and demand are available and the fluctuations of price can be avoided;,

_ It is clear that1 on one hand, the collectioij,purchase and
retaining of the p r o d u c t s o f a l l t h e  farmers, and eyeri the majority of 

them is impossible fair ihe; rural cooperative societies arid unions,

and on the other hand, the consumers of these products are mostly
non-farmers who.areifar! f»om the range of activity of these cooperative 
units. Thus how can tbe< 'cooperative units be able to stabilize 
and even control the prices? * r i
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The General Services of Rural Cooperative Societies and Unions in 
Different Stages of Marketing *
_  — — ~  ~  — — — — — — — — — — — — — — — — — — — —

'■ V /■ :

1. Marketing

i : The purchase and collection of each product require seeking
the wholesalers and retail1 purchasers, discussing over the purchase 
price, and determining the methods and.p^nditiond of delivery. This is 
the most important marketing activity, because so long as an appropriate 
market has not been formed for the sale of the productj the undertaking 
of the following marketing activities will be usefe'sW.-and basically 
unnecessary. Annually, the Commerce Department of CQRC gets in touch 
with civil and military authorities and discusses over the sale of 
the products to them preceding the harvesting of the fruits and 
vegetables belonging to the1 members,,of rural cooperative societies.
When !th©< terms of, transactions (qualitative and1 quari-fcitative). are 
clarified, QQBC aiinouriceS tWe tase to producing rural cooperative 
societies and u n i o n s p a y s  a down-paym^nt to tne farmers.to improve 

these unions financially. In this part, a great attempt is made to 
provide the market and undertake the transactions right at the time 
when the farmers are in need of money to buy some of the consuming 
goods, and probably, production elements, so that the producers, due to 
their financial need, "Will n<^t rhdtyjg t^^eil/tWeir product before the 
harvesting to the iritermedi'aries'^ and "get ,in debt, Another important 
'activity undertakeri by rural cooperative units in the field sf 
marketing is the establishment o f ;two centres for sale of vegetables 
in Gomrok square and in Rey square (both in Teheran). The improvement 
of sale activities undertaken by members of the rural 

cooperative societies in these centres is remarkable.

2. Retaining and storing -J J a-■<; tnn.. ...' • * ;J ■■ I.' ! /; ? / f ~

. ; Since fruit and vegetables are produced in a special season
of the year, but are consumed during the year, they require being 
retained. The provision M  retaining,facilities for these products is 
an important question ’"ofmarketing,rijn ,the present conditions of 
the country. The importance: !-oif this.-question is further shown in 
the case of perishable ahd semi-perisl^ble products'; to meet the 
expenses of retaining these kinds of products is a ebmplicated 
problem for the rural cooperative societies and unions at present.

Apart from these problems, performing the marketing 
operations will not be possible for any organisation without having 
store-houses. This is why, in spite of the fact that CQRC has got 
limited resources to give financial assistance to rural cooperatives 
societies, it has always attempted to give financial aid, and arrange 
some programmes, to build suitable store-houses in village level 
for rural cooperative societies, and in country (Shahrestan) level 
for rural cooperative unions. Apart from these activities, other 
efforts have been done in order to provide credit required for the 
establishment of the store houses in village level through encouraging 
the farmers and making use their self-help. Activities undertaken in 
this field are the following:
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A. Village store-houses for rural cooperative societies

The building of the village store-houses consists of one store with 15-20 
tons of capacity,an office, and the related Services. For building the store
house, the direct investment of the members and their self-help are made use 
of. These stores are mostly used ^ar retainihg production elements like seeds, 
fertilizer , insecticides in the time .of cultivation , and collecting fruits 
and vegetables in the time of harvests

So far thefe have been 2,404 storest Since the improvement of this 
project (establishment of store-house® in village,level^ depends upon the 
financial imprdvetnerit of the ftlr&l cooperative societies and since one of the 
most important commercial activities of these societies is the purchase and 
delivery of . the crop /£o the (country’s (shahrestan(s) crop departmeiit, 
some arrangements are made that for the purchase of each ton of crop, 200 
rials will be collected in a special fund in the interest of the' rural 
cooperative societies. When the amounts o f ;money collected is sufficient, 
stores and rural cooperative society's offie^‘ will be built. In order to 
give a technical' aspect to this activity, CQRC requested the Ministry pf 
Development and Housing to provide an appropriate model for these buildings.
At present, almost 31 million rials have been collected, and the preliminary 
activities have been undertaken for the establishment of the store-houses.

B. Store-houses of- rural cooperative unions. ; f

The cost of establishment of these stores (with the capacity'of 500-3000 
tons) exceeds the financial possibilities of the rurtl cooperative .UnicJhs, and is 
unfeasible unless the unions are financially supported. Realising, the importance 
of these stores and their creative and useful effect on the economy of 
rural areas, CGRC has devoted 50 million rials to the programme,qf building 
store-houses, and discussed the subject with the Ministry oi Development and 
Housing to provide the initial plan for the establishment of the stores and 
to carry out the programme. At present, the agreements of building 16 stores 
with the capacity of 10,000 tons are signed by the two organisations 
(C0RC and theMinisiry of Development and Housing) and the contractor is 
appointed. It is hoped that b y  the end of this year, the necessary steps 
would have been takeh to establish 15 more stores with the capacity of 10,000 
tons .

C. Grading and Packing

At present the general pattern of grading in rural copperative societies 
is to adopt a special packing for the consuming goods needed by the organisations 
and enterprises of the country which would meet the requirements of the buyers, 
and which would be favourable to them. For example, apples, citrus, and vegetables 
are graded and packed in the workshops of rural cooperative unions, and 
prepared to enter the market and be s o l d . In the case of the commodities 
that will be exported, it is tried to adopt the international standards.
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For example, the rural cooperative societies' union in f.iaragheh, which 
owns a high factory for dried fruits and packing, has exported almost 
385,808 kgs green raisins with international standards during last few 
years. It has been awarded prizes tti each from the buyer country because 
of the purity of the product.

So far the attempts made to equip the rural cooperative unions 
with machineries.and grading and packing facilities for fruits and 
vegetables are:

a) Purchasing of two grading machines for oranges and apples.
One is installed in Shahsavar, and the other in Neishahbour.
The capacity of each machine is 1,5 tons per hour-. These 
machines are being utilised by the rural cooperative societies.

b) Purchasing of modern machineries, and improving the dry fruits 
factory of rural cooperative union in Maragheh which has resulted 
in an increase in its efficiency (from 4 tons to 15 tons per day).

c) Considering and undertaking the initial activities for establish
ment of green raisins cleaning and packing plants in
Rezaiyeh (with the capacity of 6-10 tons per day) for
the use of the ..rural cooperative societies . -  ̂ ; 17j'̂ r

d) Considering the possibilities of establishment of an orange 

grading and packing plant in...3hahsavar (with the capacity of 
5,0p0 boxes each ^0 kilos per day) f o r t h e  ’rural cooperative 
soci&ies of Shahsavar. " :,r,;

e) Considering the possibfMlgies of provision and installation

of> an apples grading and/packing plant in Marand for jViarands 
rural cooperative union. i< : : .■■.

4. Tran spor tat,ion - ; : , . ,<■ . ,. ...... ,

■ TranspQ^.tation is.considered to be an effective factor in economic 
growth in the advanced countries of t h e . world. Frof \shby, one of the 
most distingyi,sried agricultural' economists'England^, ■ says that if he 
could only do one thing to promote the economic activities of an 
agricultural area, he would build roads; and if he could undertake 
tw0 (inore activities, again he would build-roads. Obviously, the 
importance, of roads is considered, and extensive programmes are undertaken 

by. gove*ftment . Sihce the, access roads are. of vital importance both 
for ^he .transportation of farm'ers-r fruits andvegetables - to ■ sale 
markets and fof teaching tfie Consumer goods ip the villages, the member- 

farmers of therural cooperative societies hav.^; been encouraged to  ̂ .
establish access roads through self-help and collective cooperiatiioo.
On this basis some third-class 1000 km of access roads have been 
established in rural areas. This has been very effective in regard, to 
the extend of Iran. .
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Commercial activities management has a vital role in rural 
cooperative unions. In cases where the management is weak, the wrpng 
commercial activities will result in lcsses for the enterprise. Generally, 
there is no big difference between commercial management and the management 
of other various spheres, i^ut in commercial management, the function of 
marketing, general policy making is somehow distinguished. With respect 
to this fact, special programmes are arranged in rural cooperative unions, 
and 30 high school graduated employees have been trained in six months 
training courses and they have started their activities as rural cooperative 
unions’ managers. This programme will be continued. Besides, in order to 
take into view the technical aspects of marketing, and thetose of modern 
techniques, OORC is requested to invite an agricultural marketing expert 

to Iran for one year.

6. Volume of rural cooperative unions* transactions

5. Commercial Activities management of rural cooperative unions

commercial activities, we only regard to the total amount of purchase of 
fruits and vegetables in 1968 and 1969:

Fruits and Vegetables sold through

In order to centralise on the volume of rural cooperative unions*

the Unions Year

1,802, 024 ' 
2,478,602

1969
1968

It is necessary to note that in addition: to the exportation of a large 
amount of raisins and dry apricots, a great deal of fruits and vegetables 
are exported annual to Saudi Arabia, Iraq, ^attar, Dubay and Omman,

above mentioned countries, the following steps have been taken:.

a ., Elstabli'shing ©jtpdrt' centers in Teheran, Isfahan, Shiraz, Bandar-Abbass, 
and Abadan.

b. Reducing the freight rate.

c . , Standardising frdits and vegetables and the jp^cking of them witJi the 
best conditions to compete with similar products of other countries.

d. Arranging a transit ̂ agreement between Iran and Iraq for the transporta
tion' of the product

e. Transportation services with the, trupks which1 are equipped with 
refrigerators. 5 ;

f . Accelerating the custom arrangements for ,these commodities.
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7. Establishment of Cooperative retail stores, and provision of 
farmers ’ consuming goods ...

The farmers' beside.being producers, are also consumers* The 
proviion of consuming goods and production elements with easy conditions 
and cheap prices are not only effective for the bettei^ent ô f their . 
conditions of life, but also are indirectly effective in reducing the 
cost of production and marketing through reducing the farmers' cost of 
living. Regarding this fact, and the historical background of the f
rural areas,.,where pedlers and intermediaries would plunder a large 
share of the profit and would actually exploit the farmers, the 
establishment of cooperative retail stores in villages is taken into 
consideration.

So far these'cooperative retail stores directly buy the 
first-class consuming goods with easy conditions from the private and 
governmental producers, centralise them in the stores and sell it 
to the farmers .The most important comipodities are sugar, tea^ oil. 
products, chemical fertilizer, chemical insecticides, sprayerst 
tobacco products, vegetable shortenings and oil stores.

- ■ . t ; ' f ■' V  ; --

To visualise these .retail stores in th& rural areas, it is 
sufficient to note that only 4,762 rural cooperative societies have 
petroleum sale stores over J.,118 unit of these sale stores are equipp'ed 
with: A,? ,000 litter petroleum reservoirs. A large amount of these sale ■ , ....
stores own simple hand and engined sprayer, which the farmers can 
buy or hire. . '

8. Collecting the marketing information \,;

As it was mentioned above, the most important problem of / 
marketing the agricultural products is the high fluctuations of the prices. 
Ihese fluctuations sometimes cause the price of the simplest products 
like onions and potatoes to raise to even ten times the normal price, ■ 
against the benefit of the consumer, and sojnetimes cause the prices 
to decrease so low wHch.it is notfeconomic to harvest the product, 
against the benefit of the producer.

So long as there is no precise information about th<?..level and 
vulnmp rtf ao-ricultural nroducts anti the level of the consumption in .
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(b) Fruits and vegetables for processing
11

Breakdown of processing items is; radish for pickling 540 thousand 

tons, tomatoes for juice and catchup 230 thousand, oranges for coming and 

juice making 140 thousand, apples and peach for processing 100 thousand 

and toris 60 thousand tons. (Ref; Table IV).

(3) Propensity of Consumption

Along with advance of living standard of the people consumptive 

pattern of foodstuff in also changing. Fruits, vegetables and livestock 

produces are on the increase while that of rice on the decrease. The extent 

of growth in production differs by item depending on the extent of consump

tion. Lettuce and green pepper increased the most in production and 

cuciSumber, tomato and onion the next while latus-root, Chinese cabbage, welsh 

onion and radish on the decrease. In fruits, mandarine orange, peach and 

grapes increased, but apples decreased. (Ref: Table V)

Consumption of vegetables per capita in 1967 accounted for 122 kg, 

ranking after Italy, but the consumption of fruits is still so low, only 

55 kg per capita, not yet reached to the levels of European countries and 

the U.S.A.. (Ref: Table ¥l). Marketing Activities of Fruits, and Vegetables 

of Agricultural Cooperatives.

(a) Amount of Marketing

The total amount of sales of fruits and vegetables in 1967 by the 

agricultural cooperatives (multi-purpose cooperatives only) at village 

level amounted to 205 billion Yen, prefectural level (prefeatural econo

mic federation or prefectural marketing and supplying federation) 110 

billion and national level (National Marketing Federation of Agricultural 

Cooperatives) 48 billion Yen. When compared with that of I960, the ratio 

of growth at the respective levels was 444$ at village level, 597$ at 

prefectural and 689$ at national level. (Ref: Table VIl).('

(b) Organizational system of marketing and current ploblems

Although the amount of marketing of fruits and vegetables at the

T  2  -
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respective levels has shown a great advance along with constant impro

vement in the method and system of marketing within cooperative movement, 

the market share of village multi-purpose cooperative in the cities of 

more than 50 thousand population is not more than only 31$ and prefectural 

economic federation 16.3$ and national federation 7.1$ in the year 1967, 

still so low. (market share at the central wholesale markets, however, 

is 59$ with village cooperatives, 33$ with prefectural federations and 

only 14$ with national marketing federation).

The major components of the low market share of cooperative are (l) 

smallness of the scale of farming of farmer in general, much difference in 

quality of products and too many varieties of produces, besides perishing 

nature. ¥ith these factors, the starting of marketing business of coopera

tive lagged behind merchants, (2) cooperation and unity of the farmers in 
the nearby areas of consuming sities, particularly of vegetable farmers 

that have a large market share, is not easy, (3) in the marketing of fruits, 
particularly in mandarin orange, special purpose federations at prefectural 

and national levels are doing marketing business of such fruits, which is 

marketing the market share of the National Marketing Federation of Agru- 

cultural Cooperatives low, (4) the practice in wholesale market is auction, 
so the producer has now power in the decision of prices, etc..

~ 3 _



I960 1963 1965 1967 1968

Rices 889 .1 i
(48.5)

1,105 1,334 1,851

(46.0)

1,963

(46.5)

Wheat, Barley
106

(5.8)

34 94 90

(2.2)

95

(2.2)

Peas 49

(2.7)

52 52 57

(1.4)

48

(l.l)

Potatoes
58

(3.2)

85 79 81

(2.0)

69

(1.9)

(Total) 1,102 1,276 1,559 2,079 2,175

Vegetables 152 254 358 509 468

Fruits 115 169 209 251 282

(Total)
267

(14.6) 423 567
760

(18.9)

750

(17.8)

Industrial Crops
82

(4.6)

123 154 205

(5.0)

196

(4.7)

Hisc. 58

(3.2)

66 91 109

(2.7)

135

(3.2)

(Total) 140 189 245 314 331

(Grand Total) 1,509

(82.4)

1,888 2,371 3,153

(78.4)

3,256

(77.2)

Sericultured
56

(3.1)

81 73 128

(3.2)

114

(2.7)

Livestock
266

(14.5)

474 600 742 

(18.5)

848

(20.1)

Total production
1,831

(lOO.O)

2,443 3,043 4,024

(lOO.O)

4,218

(lOO.O)

Note, Figure in parenthesis is ratio. 1

-  4 -
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Table III

Volume and Amount of Vegetables and Fruits 
transacted through Wholesale Markets in 
,cities with more than 50 thousand population

Unit: Volume, 1,000 tons
Amount, one million 
Yen

1968 1964
Markets

Total (A)

Items

Central Whole
sale Markets 

(B)

Volume Amount Volume Amount

Total 13,022 715,543 9,235 401,790

Vegetables 7,884
(26)

353,482
(2,131)

6,113 187,023

Fruits
5,138
(472)

362,061

(66,382)

3,122 214,767

Total 5,855 350,180 4,472 213,309

b/a 44.9 49.0 48.4 51.1

Vegetables 3,521 174,214 2,866 96,143

b/a 44.6 49.3 47.0 51.4

Fruits 3,334 176,466 1,606 117,166

b/a 45.4 48.8 51.4 54.5

Total 7,167 364,863 4,763 188,431

Vegetables 4,363 179,268 3,247 90,880

Fruits 2,804 185,595 1,516 97,601

Source, "Fruits and Vegetable Market Research" by the Ministry of 

Agriculture.

Note, Figure in parenthesis in column (a ) is the'amount of 

imported item.

_ 7 _
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Table IV

Volume of Fruits and Vegetables used for processing

(Unit: 1,000 tons) 

Vegetables /, Fruits

Items 1965 1968 Items 1965 1968

Radish 402 540 Mandarin orange 140 217

Bamboo sprout 2.6 19 Summer orange 19 23

Chinese cabbage 10 13 Apple 103 142

Ginger 16 17 Peat, persimmon 13 15

Eggplant 8 15 Persimmon 35 49

Tomatoes 86 227 Grapes 35 56

Cucumber 16 33 Peach 58 76

Onion 4 14 Plum 16 12

Asparagus 8 11 Others 7 13

Others 14 27

Total 590 916 Total 416 603

Source, Fruits and Vegetables Marketing Statistics by the Ministry 

of Agriculture

Note, Items taken up here are the items used for processing purpose 

more than 10 tons in the Year 1967.

Sweet and Irish potatoes are excluded.

- 8 -



Market Share of Fruits and Vegetables of Multi-Purpose 
Coops and its Federation

i. (Units billion Yen)

1 309
Table V

Coops Items 1960(A) 1965 1967(B) b/a

Vegetables 17 57 88 510.5

Primary Coop 
(Mult i-purpos e)

Fruits 29 85 117 404.5

Total 46 142 205 443.8

Vegetables 9 42 68 713.7
Prefectural Fed. Fruits 9 28 42 474.4

Total 18 70 110 597.3

National Market Vegetables 3 14 27 896.7

ing Fed. Fruits 4 13 21 532.5

Total 7 27 48 688.6

Source: Agricultural Cooperative Statistics by the Ministry of

Agriculture.

- 9 -
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1. General Status

Compared with grain crops, fruits and vegetables are featured in 
that they are cash crops and are cultivated mainly for gaining 
cash income. The demand.for them is increasing steadily as the 
national income increases.

The marketed amount of fruits and vegetables are extraordinary 
greater than other agri-products and most of them are distribute' 
to consumers through marketing channel.

As is shown below, the average commercialization ratio of grain 
crops is b.0%. The highest commercialization ratio of them is 

. that of rice, %0%, and other items are less than 20-30$.
But the commercialization ratio of fruits and vegetables is very 
high; apple; 96%, grape; 95•%%, radish 66.7%. Then the ratio 
of marketing through cooperatives is low; apple; 20%, grape; 1*. 
radish; 5%. (Table 1)

Most of fruits and vegetables in Korea are delivered to the 
end-users through three steps of channel, collection, concentrat: 
and distribution. And the wholesale markets are the centerplace 
concentration and distribution of them.

Agricultural cooperatives established Marketing Centers in five 
major cities and play the wholesaling function in competition 
with the central wholesale markets. Agricultural cooperative 
in fact plays the wholesaling function in place of the central 
wholesale markets in the five major cities of twenty larger 
cities. (Table 2)

2. Storage

As for the storage of apple which is the principal item of fruit 
products in Korea, the amount of apple to be stored is 161 thousi 
M/T. However, only thirty percent of it is stored in warehouses 
agricultural .cooperatives and the rest of it is marketed with ou' 
being stored in the storing facilities.
The storing facilities of other fruits and vegetables are also 
poor in Korea. (Table 3)

I. Present Status

- 1 -



Agricultural cooperative marketing centers perform the function of 
collecting fruits and vegetables in production areas and delivering them 
to the end-consumers through appointed dealers.
Agri*; co-op established marketing centers in five major cities; Seoul, 
Pusan, Taeku, Taejun and Kwangju. ; ;iJ
The «jenters either distribute the fruits and vegetables collected
;from production ; areas by regional cooperatives to the appointed dealers 
in large amount by means of competitive auction or sell directly to 
consumers through their own selling centers. The appointed dealer is a 
merchant ̂ belonging wholy to co-op marketing centers., owning his retailer 
shop in the same downtown and having provided his. security to marketing 
centers for guaranting his credit. (Table 6, 7 )

Only the ; appointed dealers can attend the open auction of fruits and 
vegetables in the marketing centers. They can, if succeded in the 
auction, either transfer the fruits and vegetables to other merchants 
for receiving commission from them or can bring to their own shops to 
retail. The handling commission returning to the centers is 6% of the 
sold price.

On the other hand, agricultural cooperatives supply fruits and vegetables 
to the armed forces in Korea.. (Table 8 )
In 1970, the cooperatives contracted with the whole army in Korea— 
our army and foreign army. Therefore, it is anticipated that the.supply 
of fruits and vegetables to the army in 1970 will be a epoch-making 
business.

Agricultural cooperatives supply sweet potatoes to processing plants and 
in 1969 they supplied. 23h thousand M/T of sweet potatoes for starch and 
176 thousand M/T of sweet potatoes for alchol. And thus, the sweet 
potatoes are supplied in Korea entirely by agricultural cooperatives.

II. Problems

1. Shippment through,co-op marketing channel is sluggish. Considerable 
amount of fruits find ;:ve get able s are'sold on individual, marketing basis.

-:A? a . result.,..-, the; . oiLiphem through -QOprop channels A s  sluggish
and agricultural cooperatives can't control the.,marketing channels
of them. . .-i :-T ,-r. M';:- :j-x

2. Short facilities of storage. - : ;

The storing facilities for fruits and vegetables are almost none 
in Korea. Until now, apples were stored under ground or on the ground

318
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without any facilities for low temperature and refrigeration. It is 
very difficult to store them for a> long period with present storing 
facilities. /

3. Grade and standard

The facilities for selecting good and bad fruits & vegetables are 
very poor and most of existing facilities are vacant warehouses used 
for that purpose. On theother hand, the standard for selection of 
fruits & vegetables is also 'unscientific and the selection is performed 
entirely by.eyesight.

k‘ Transportation

There are no transportation mediums of fruits and vegetables with 
refrigerating facilities and frequent handling of them in transportation 
brings much damages: to them.

5>. Competion.among merchants

Even though the agricultural cooperative■marketing centeres and the 
central wholesale markets receive various support and protection from 
the Gov't under the Agricultural Cooperative Law and the Central 
Wholesale Market Law respectively, their function is very weak compared 
with that of similar markets which are not protected by the Gov’t and 
such Laws.

The reasons are as following:

a).; As the agricultural cooperative marketing centers and the central 
wholesale markets have no capacity to assume th® :entire dealing 
of fruits and vegetables with their present facilities, a 
considerable amount of which is dealt by the similiar merchants.

b). All the operators of the agri cq-op marketing centers and the 
central wholesale markets are salary men and their activities 
are very passive compared with those of similiar merchants who 
perform their dealing activities on their own accounts.
Concretely speaking, the former are not active in providing 
market informations and supplying payments in advance to 
shippers compared with the latter.

- k -
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III. Plansof Improving ! ' ' '

1. Rearrangement of marketing channel and its guiding system.
The shipping channel should be rearranged into two; channel ■ 
of movement in real and guidance channel,

'‘these t>ro channels should be- rearranged as following. (Table 9)

a). Returning commission should be sent'directly to Ri/Dong 
(village) cooperatives without being passed' through Quri- 
(county) cooperatives.

b).. Gun. cooperatives should reward for shipped merits to 
Ri/Dong ccoperative's in their operational areas. . *

2. Dispatch of marketing centers personriel to agri— coops in
production areas.

It is necessary to dispatch the marketing centers personnel 
tc .agri-coops in production areas in order to;' . ;,i

a). Report the amounts ct productleri and shipment by day.

b). Guide on selection and processing of fruits & vegetables.

c). Recommend transportation facilities.

, . d). , .Allocate payment in advance.

e). Propagate,about marketing ccnters. '. ■

3. Guidance 6f : end-tisers fcr the elimination of merchant ;;
middlemen in/marketing channel.
It is necessary: to develop'the demand of institutions in 
consumption..aresis .for the purpose of connecting production with 
consumption. (Table 10)
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(Table 3)
321

Status of Storage Facilities in Three Major Apples
- . • kk)duction£Are.as.■ . ..n

Places Number of 1-1 
Storage House

Total Floor Spaee 
of Storing House

': 'Storing 
Capacity

Under the Kyungbuk 
Apple Co-op. 2,782 1*6,099

m/t
::;.—-

Under the Choongju 
Horticulture Co-op, Ih3 5,9U5 6,U20

Under the Yaesan 
Apple Co-op ■■ 116 i,k£>3 2,1480

Total 3j6i|l . 53,507 58,809

Sources: NACF Horticulture S'ectlbn.

(Table k) • ; ;

Marketing Channels of Fruits & Vegetables

- 8 -



(Table 5)
~'Tutal~Qttantity' Flowed-in the Seoul by Train and Ratio

by Wholesaler

-  1967 year average)

Total Quantity Flowed-in 
by Train

Quantity Handled by 
Marketing -Centre (NACF)

Quantity Handled by 
Central Wholesale Market.

Quantity Handled by 
Quasi-wholesaler

7,81*6 Thousand Box 

1,71*6. «

1,752 " " ' .

h,3k8 "

100 % 

22.3 % 

.. 22.3 %

.. 55.b %

Note: One Box = 18 Kg.

Sources: Marketing Operation Dept., NACF.

(Table 6)

Status of Fruits & Vegetables Department of Market 
Centre (NACF~J ■ ~

Classification1

Area :

Number of
Fruits & Vegetables- 
Department

Number of Middle men 
(Appointed dealer) 
Marketing Centre

Handled
by

(1969)

Seoul 2 . ' 8b 31,063M/T

Pusanl ; b 56 r 38,1*59

Taegu. 2 b8 : 63,26b

Kwangju .. 3 ::: " 52 26,b26

Taejun 1 19 . 9,bb2

Total 12 259 168,651

Source: Marketing Operation Dept., NACF.



(Table 7) 323
Marketing Conducted by Cooperative Marketing Centre of

Fruits & Vegetables

(Unit: 1,000 M/T)
h .............  .

Year Accomplishment

1962,...... 5°

1963 53

196k r-.. - 85

2.96$ 101

1966 115-
1967 :. 119' „.

1968 183
1969 169
1970 (plan) 195

.Source.: NACF.

(Table 8) .. 1 ~ .':;rT'

Supplies to the Armed Forces of Fruits & Vet^tables
■ -1 ■ ' 4 - ___

(Unit: M/T j

Year Korea Army Forces UN Forces Total

1963 20,1*33 122 20,555

1961* 36,596 1*80 37,076

1965 32,065 935 33,000

1966 30,925 2,602 33,527

1967 29,198 ■ - - 2,61*3 31,81*1

1968 27,886 .; 1,916 29,802 ~

1969 27,UU5 2,502

Source : NACF,

- 10 -
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(Table 9)

Rearrangement of Marketing Channel its guiding system

Guiding

Physi cal Handling

Present

- >

(Table 10) 

Present

Future (improvement)

Middlemen '• • 
(Appointed dealer)

Co-op. Marketing 
Centre

Retailer Consumer

Retailer 
(Appointed dealer)

Institutional
Demand

Consumer

-  11 -
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(Table lfc) ' / o M
*■ r ;

Major Fruits & Vegetables Produced & thfe Volume of 
Marketing/Processing through Cooperatives

, 328:

' ■ - / / (Unit: M/T )
(1968) p  p  . ; .

Items Production Volume of Marketing 
. through co-op.:'

■Volume of Processing 
. / through co-op.

Apples / 198,711 33,618 ! .. 73

Pear lt7,796 7,087 ; §■ 3 •

Grape 27,539 2,2*37 ; v- , ■290

Peach i 71,538; 2,609 -606

Radish / 689,728 33,917 ; -

Chinese
Cabbage j 700,131 36,190 / -' ; -

Cabbage / . 38,231

1A 
1—1 -

I
- 15 - '
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Paper by Cheong Chohg Shing, Senior Co-operative *^3{

Officer Ipoh, Perak Ministry-of Agriculture and 

Co-operative, Division of Co-operative Development,

' West Malaysia.

A. Introduction to West Malaysia.

1. Geography and Climate: - -

The Peninsula of West Malaysia is situated at the southern most tip 

of the Asian land mass, between 1°12' and 6°50' N and between 100°5' and 

loV^O'E. It is bounded on the north by Thailand, on the east by thie South 

China Sea and on the West by the Straits of Malacca. The coastline extends

for over 1000 miles.

Physically it is dominated by several mountain ranges which divide the 

country into two unequal portions, the larger of which lies to the east.

The country is drained by a few large and numerous small rivers.

West Malaysia's climate: is equatorial, the characteristic features 

being uniform and fairly high temperatures throughout the year, abundant 

rainfall and high humidity*-;. The daily range of temperature is from 10°F to 

15°F on the coast and from 15°F to 20°F inland. The seasons are marked by 

the incidence of rainfall rather than by the changes in temperature. On the 

coast the maximum day temperature is usually 88° to 90°F whilst the inland 

temperature is about 93° to 95°F. The east coast has the highest rainfall 

with averages of over 120 inches. In other parts of the country, the 

averages lie between 80 and 120 inches.

There are two hillstations in West Malaysia - Cameron Highlands, about

5,000 feet above sea level -with a temperature varying from +̂7 to 77°F and 

Frasers' Hill,, about 4,000 feet above sea lebel and with temperature varying 

from 56 to 80°F.

2. Communications:

The main transport routes by coastal waters, railways, road and air 

stretch North and South through the length of the peninsula but in general, 

connections between the eastern and western parts of the country are few.

Moreover there are not enough branch routes, especially in the eastern half and 

too few feeder roads in rural areas.

..2/
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3. Population: . . ....

The total population of V/est Malaysia in 1966 was 8,415*488.

B. Present position of fruits and vegetable production.

Fruits:

4. West Malaysia produces ...a ; variety qf fruits;'* a total sole crop equivalez 

to 163,Opp acres is grown, the biggest acreage-being devoted to pineapple, 

bananas and seasonal fruits like durian and rambutan. ; Other fruits produced 

include mangosteen, citrus fruits like the-, lime, mandarine’orange and; pamelo... 

Many of the seasonal,fruit trees are old and neglected and undergoing - 

rehabilitation under the Fruit Replanting/Rehabilitation Scheme.

5. r : Acreages of principal fruits in 1967. .. r

■ Fruit ... Total Sole Crop Equivalent (acres3

Pineapple-canning 37,911

Pineapple-other ; ' ,. j v' ~ 10,261

Banana . , - ' 38,596 . '

Durian ' 22,898
Rambutan'' 22, V78
Citrus .- v - 8,367

Mangosteen : ' '' v 4,722 .

Duku & Langsat - 13,138

6. Pineapples:- - ’

- The main.varieties of pineapple grown are the "Singapore Spanish'* and 

the ’’Selangor Green:t. These two varieties are characterised by fruits of 

satisfactory shape and quality; usually weighing from 2 to 4 lbs. Some 

pineapple of the Maritius variety is also grown. This is not suitable for 

canning purposes, and is cultivated on a small scale for sale as fresh fruit 

for table purposes. Some 57?530 acres of land are devoted to the growing 

of pineapple in 1967. The bulk of the crop is used for canning purposes.

An average of some 4 million cases of canned pines valued at M i?50 million 

are sold to some 62 countries annually.

7. Bananas:

This is a very valuable food crop which finds a ready market..It is

cultivated in plantations throughout the country and many farm homesteads also



grow a few plants. One of the chief commercial varieties cultivated is 

Pisang Embun, considered to be identical with the Gros Michel or Jamaica 

banana,' It is exellent fpr dessert* ..,. Other popular types include the 

pisang Mas and.the,pisang Rastali, both of which. command a higher price than 

other varieties., Production is considerably, and the estimated producation 

is about 5 tons per acre. In 1967 some 19,^00 tons to the value of M £l,9^91^00 

were exported. .

8. Durians "DURIO ZIBJTHN1IS MURR:-:

Durian is grown at random in the deep rural areas and no specific . ..

survey has: yet been made of its econofnic impact on the rural dwellers. There, 

are some 381971 acres of durian trees and under the Fruit Replanting and 
Rehabilitation Scheme aboutll, 000 acres have been rehabilitated since 1966.
Fruit growers are being provided with planting materials, fertilizers and. 

fencing materials. Durian trees are widely distributed throughout the

country. The main crop is in July and August with a subsidiary crop at the

end of year. ■ ' - .

9. Rambutan "NEPHELIUM LAPPACHEUM”. -

This well-known fruit has a main crop in August and September and is 

followed by a secondary crop towards the end of the year. 1 Acreage consists 

of some 33»900 acres.

10. Manp;osteen "GARCINIA -MANGOSTANA";

This is one of the best and most sought after trees. The main crop 

is in August and September with a smaller crop in November* ' Some 8,500 
acres are estimated. ;:

11. Papaya !8 ( CARICA PAPAYA

Papaya grows well. It grown rapidly and in suitable soil will produce

ripe fruits within one year of the sowing of the seed. Papaya fruits

throughout the year.

12. Citrus Fruits;

Included in the wide range of fruits are some citrus fruits and they

include

Lime - Citrus Ac.ida

Orange - Citrus Aurantium i

Pamelo - Citrus Maxima

1



VEGETABLES 1

13. Vegetables are produced mainly by smallholders living near towns and. . 

villages and their produce is marketed in big tovms. Vegetables, produced in 

the Cameron Highlands, besides;i%eing locally consumed, are transported to the 

main Malaysian, towns in. West Malaysia. Food crops such as maize., sweet.. . 

potatoes, tapioca and groundnuts are becoming increasingly important under

the policy of diversification of agriculture projection*.Total' sole crop

equivalent under vegetables and food crops amounted to' '111,648 acres in 1967•

It is however, observed that in vegetables gardening,' the products do not go far. 

from the districts where they are grown and in many cases do not even leave the 

districts at all. • : ■

14. In 1967i the import of vegetables amounted to. about 52,875 tons valued 

at M$15,755>^00* This consists of vegetables like onions, garlic, tomatoes, 

cabbages. Climatic conditions preclude the losal production of many of these 

.vegetables. Fresh vegetables consumed are fjrown locally by market growers who 

develop small holdings near important centres of population. Most of the 

gardens are centred near rail’vay stations or where there are facilities for 

easy despatch to local markets.

15. The following vegetables are grown and most farmers raise several types 

of vegetables so that few farmers produce any one type in. sufficiently iSrge 

quantities for market at any one time to make it possible to ship in carload 

quantities.

Low Elevation 

Carrot 

Cucumber 

liadish 

Brinjal 

Chillies 

Chinese cabbage 

Groundnut 

, Lettuce 

Maize 

Soya bean 

Sweet potato

High Elevation 

Beetroot 

Cabbage 

Carrot 

Celery 

Cauliflower. 

Cucumber 

Green pea .

Capr icutn , & Toma to

Leek

Onion

Potato



Yarn ■

Pumpkin

C . MARKETING STRUCTURE OF FRUITS AND VEGETABLES:

16. The p r o d u c e r s  i n  s e l l i n g  t o  co n sum ers  u t i l i z e  (i) roadside " s t a n d s  and 

( i i )  r e t a i l  m a r k e t s  f o r  t h e  d i s p o s a l  o f  a p a r t  o f  t h e  f r u i t  and v e g e t a b l e s  c r o p s  

w h ic h  a r e  p r o d u c e d  a d j a c e n t  t o  t h e  l a r g e  u r b a n  c e n t r e s .  T h e se  h a v e  e n a b l e d  

p r o d u c e r s  t o  d i s p o s e  o f  s m a l l  n o n - c o m m e r c ia l  q u a n t i t i e s  w h ic h  c o u l d  n o t  o t h e r 

w is e  be e a s i l y  s o l d .  T h e r e  a r e ,  h o w e v e r ,  l i m i t a t i o n s ,  f o r  exam p le  t h e  d i f f i c u l t y  

o f  s e c u r i n g  g r a d e d  p r o d u c t s .  S t a n d a r d  m e a s u r e s  a r e  s o m e tim e s  n o t  a v a i l a b l e .

( i )  R o a d s id e  m a r k e t s :  T h e s e  h ave  a n  im p o r t a n t  r o l e  t o  p l a y  f o r  s e a s o n a l

f r u i t s  l i k e  d u r i a n s ,  ram b utan s and h i g h l a n d  v e g e t a b l e s .  H o w ever,  f a n n e r s  

r e a l i s e  t h a t  t h e  t im e  s p e n t  i n  t h i s  o p e r a t i o n  may o f t e n  be b e t t e r  e m p lo yed  

on t h e  fa r m .  :

( i i )  R e t a i l  m a r k e t s :  S a l e s  t h r o u g h  r e t a i l  p u b l i c  m a r k e t s  a r e  an i m p o r t a n t

form o f  d i r e c t  m a r k e t i n g .  P h y s i c a l  f a c i l i t i e s  o f  s u c h  m a r k e t s  a r e  u s u a l l y  

p r o v i d e d  by t h e  m ark e t  a u t h o r i t i e s  -  t h e  M u n i c i p a l i t i e s ;  C i t y  C o u n c i l s ,  Town 

C o u n c i l s  and L o c a l  C o u n c i l s .  F a c i l i t i e s  i n c l u d e  w e l l - b u i l t  s a n i t a r y  m a r k e t  

h o u s e s .  The c o m b in a t io n  o f  numerous s e l l e r s  i n  s u c h  m a r k e t s  o f f e r s  t h e  w i d e s t  

v a r i e t y  and m ost e x tr e m e  a s s o r t m e n t  o f  p e r i s h a b l e  a g r i c u l t u r a l  c o m m o d it ie s  

t h a t  may be fo u n d  i n  a n y  form  o f  r e t a i l i n g .

H ow ever,  t h e  b u l k  d f  t h e  v e g e t a b l e s  and f r u i t s  i s  g row n i n  r a t h e r  

s p e c i a l i s e d  p r o d u c t i o n  r e g i o n s  and i s  t h e r e f o r e  consumed i n  much more e x t e n 

s i v e  m a r k e t s  n am ely  ( a )  L o c a l  g r o w e r s '  m a r k e t s

' ( b )  'w h o le s a le  o r  c e n t r a l  m a r k e t s

( c )  R e t a i l  m a r k e t s

L o c a l  g r o w e r s '  m a r k e t s  a r e  c l o s e  t o  a r e a s  o f  p r o d u c t i o n  a n d  a f f o r d  an  o p p o r 

t u n i t y  f o r  t h e  f a r m e r  t o  d i s p o s e  o f  h i s  p r o d u c t s  t o  one o f  t h e  s e v e r a l  m i d d l e 

men o p e r a t i n g  t h e r e i n .  W h o le s a le  d r  C e n t r a l  m a r k e t s  p r o v i d e  f a c i l i t i e s  f o r  

c o n c e n t r a t i o n  and d i s p e r s i o n  o f  farm  p r o d u c t s  i n  l a r g e  q u a n t i t i e s .  S u p p l i e s  

come from  t h e  l o c a l  g r o w e r s '"  m a r k e t s  and d i r e c t l y  from  p r o d u c e r s  and a r e  s o l d  

t o  w h o l e s a l e  m id dlem en i n  s m a l l e r  m a r k e t s ,  t o  r e t a i l e r s ,  a n d  t o  l a r g e  c o n su m e rs  

s u c h  a s : r e s t a u r a n t s ,  c o n t r a c t o r s  and i n s t i t u t i o n s .  T h ey  a l s o  s e r v e  t o  s u p p l y
; I _ .

r e t a i l  m e r c h a n t s  w i t h  p r o d u c e  o r  b r i n g  i t  n e a r e r  t o  i t s  f i n a l  d e s t i n a t i o n .

R e t a i l  m a r k e t s  e x i s t  w h e n e v e r  f i n a l  o r  h o u s e h o ld  co n su m e rs  p u r c h a s e  t h e i r

. ./ 6

R a d i s h  *•

L e t t u c e
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supplies. In the retail markets there are- retailers for fruits, vegetables 

and other commodities.

D. PR0BL3frS: ' .

17. The principal problems of marketing arise from an absence of recognised 

standards of grades of quality, poor transport and communications in some 

rural areas, a lack of information on market conditions and fictors which 

tend to reduce or eliminate competition among buyers. Conditions in the 

marketing of vegetables and fruits are far from satisfactory and the factors 

could be listed as:-

(a) Vegetables are highly perishable and they require a quick and

efficient transport system; ■

(b) t h e  f a r m e r s  l a c k  th e  e x p e r i e n c e ,  m a r k e t in g  c o n n e c t i o n s ,  a h a

m arket i n t e l l i g e n c e ’; ,

( c )  t h e y  l a c k  s u f f i c i e n t  w o r k in g  c a p i t a l  and a r e  n o t  p r g a n i z e d ;

(d).  . r e l a t i v e l y  few fa r m e r s  p ro d u ce .  a n y ; one t y p e  o f  v e g e t a b l e s  o r  5

f r u i t  i n  s u f f i c i e n t l y  large;q u a n t i t i e s "for econ om ic  m a r k e t in g ;

( e )  i n s u f f i c i e n c y  o f  r e f r i g e r a t e d  t r u c k s  and c o l d  s t o r a g e  i n  t h e  c o u n t r y .  

1 8 . I n  a p p r e c i a t i n g  the  d i f f i c u l t i e s ,  e n c o u n t e r e d  i n  th e  m a r k e t in g  o f  

v e g e t a b l e s  th r o u g h  c o o p e r a t i v e s ,  t h e  e x i s t i n g  sy s te m  by w h ic h  g a r d e n  p r o d u c e

is disposed of. to wholesalers is briefly, outlined. In this set-up theJre are 

three stages viz:

( i )  th e  f a r m e r s ' p r o d u c e  a re  p a s s e d  on t o  th e  m iddlem en c o l l e c t o r s ;

( i i ) from t h e  c o l l e c t o r s  th e  v e g e t a b l e s : r e a c h  t h e  w h o l e s a l e r s ;

( i i i )  and f r o m ' t h e  w h o l e s a l e r s  d i s t r i b u t i o n  i s  made t o  t h e  r e t a i l e r s  f o r  

u l t i m a t e  d i s t r i b u t i o n  t o  co n su m e rs .

19 *  Some o f  th e  m iddlem en c o l l e c t o r s : a r e  f i n a n c e d  and c o n t r o l l e d  b y  t h e  

w h o l e s a l e r s .  O th e r s  work on t h e i r  own. Th®ir jo b  i s  t o  c o n t a c t  th e  f a r m e r s  

a n d  i f  n e c e s s a r y ,  to 'm a k e  a d v a n c e  paym ent f o r  t h e  c r o p s .  As t h e  p r i c e s  o f  

v e g e t a b l e s  a r e  d e te rm in e d  b y  s u p p ly  and demand, th e  p r i c e s  o f f e r e d  h o l d  good 

f o r  th e  f o l l o w i n g  d a y .  On t h i s  b a s is . ,  the..m id dlem en c o l l e c t o r s  a r e  a b l e  t o  

w i t h h o l d  t h e  t r u e  m a r k e t  v a l u e  o f  t h e  v a r i o u s  p ro d u c e  an d  t o  pay. a p r i c e  w h ic h  

w i l l  a lw a y s  le a v e :®  s u b s t a n t i a l  m a rg in  o f  p r o f i t  f o r  h i m s e l f .  F a rm ers  have 

t h e r e f o r e  b een  o r g a n i z e d  i n t o  C o o p e r a t i v e s  t o  m arket  t h e i r  p r o d u c e .  However 

some o f  t h e s e  s o c i e t i e s  a r e  n o t  v e r y  e f f e c t i v e  f o r  t h e  f o l l o w i n g  r e a s o n s : -
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( a )  t o o  much r e l i a n c e  i s  p l a c e d  on p r i v a t e  w h o l e s a l e r s  t o  m a rk e t  

t h e i r  p r o d u c e .  T hey  n o t  o n l y  o f f e r  u n f a i r  r e t u r n s  b u t  a l s o  

d e l a y  p aym en ts  t o  s o c i e t i e s  a s  l o n g  a s  p o s s i b l e ;

( b )  l a c k  o f  a c e n t r a l  c o o p e r a t i v e  o r g a n i s a t i o n  i n  l a r g e  to w n s w here 

t h e  p ro d u ce  o f  p r im a r y  s o c i e t i e s  c a n  be f o r w a r d e d  d i r e c t l y  

w i t h o u t  h a v i n g  t o  c h a n n e l  t h r o u g h  p r i v a t e  w h o l e - s a l e r s ;

( c )  l a c k  o f  c o o p e r a t i v e  r e t a i l  s t a l l s  i n  t h e  m ain  m a r k e t s ;

( d )  h i g h  p r i c e s  o f f e r e d  by m id dlem en t o  underm in e t h e  l o y a l t y  o f  

m embers.

2 0 . The s o l u t i o n  d o e s  n o t  l i e  i n  t h e  f o r m a t i o n  o f  c o o p e r a t i v e s  a l o n e .

The j o i n t - s a l e  method a s  i n  p r a c t i c e  d o e s  n o t  f u l f i l l  a l l  t h e  c o n d i t i o n s

f o r  t h e  s u c e s s f u l  o p e r a t i o n  o f  a m a r k e t in g  c o o p e r a t i v e .  A l t e r n a t i v e  o u t l e t s  

must be fo u n d  f o r  t h e  p r o d u c e  o f  p r im a r y  s o c i e t i e s .  T h i s  c o u l d  be done 

w i t h  t h e  e s t a b l i s h m e n t  o f  o r g a n i s e d  w h o l e s a l e  m a r k e t s  w here  t h e  f a r m in g  a n d  • 

m a r k e t in g  c o - o p e r a t i v e s  c an  e x p e c t  t o  g e t  a f a i r  d e a l  f o r  t h e i r  members.'

Thus t h e  c o u r s e  o f  a c t i o n  s u g g e s t e d  w o u ld  h av e  t o  be i n  two s t a g e s

( i )  The e s t a b l i s h m e n t  o f  c o - o p e r a t i v e  w h o l e s a l e  m a r k e t s  

and r e t a i l  s t a l l s  i n  t h e  m a r k e t s ,  t o  be f o l l o w e d  by

( i i )  t h e  f o r m a t i o n  o f  p r im a r y  m a r k e t i n g  s o c i e t i e s

2 1 .  I n  t h e  o r g a n i s a t i o n  o f  w h o l e s a l e  m a r k e t s  a g r e a t  d e a l  o f  o r g a n i s a t i o n  

work h a s  t o  be done and o b s t a c l e s  t o  be o v e r c o m e ,  t h e  m ain  b e i n g : -

( a )  t h e  e x i s t i n g  w h o l e s a l e r s  o p e r a t e  a c h a i n  o f  f i n a n c i n g  

a g e n t s  a t  v a r i o u s  c e n t r e s .  The a g e n t s  m a i n t a i n  d i r e c t  

c o n t a c t  w i t h  t h e  p r o d u c e r s  a n d  t h e y  p r o v i d e  them w i t h  

c r e d i t .  S u c h  o r g a n i s e d  b u s i n e s s  w i l l  no d o u b t  o f f e r  v e r y  

k e e n  c o m p e t i t i o n  t o  a n y  new c o - o p e r a t i v e  o r g a n i s a t i o n ;

( b )  a l l  w h o l e s a l e r s  h a v e  c o n n e c t i o n s  w i t h  t h e i r  c o u n t e r p a r t s  i n  

o t h e r  tow ns s o  t h a t  c o m m o d it ie s  c a n  be e a s i l y  d i r e c t e d  from  

p l a c e  o f  p l e n t y  t o  p l a c e  o f  s c a r c i t y .  U n t i l  c o - o p e r s j t i v e  . 

w h o l e s a l e  m a r k e t s  a r e  e s t a b l i s h e d  i n  d i f f e r e n t  a r e a s  t h e r e  

i s  th e  r i s k  i n  l o s s  s u s t a i n e d  a r i s i n g  o u t  o f  u n s o l d  

p e r i s h a b l e s ;
. .  ./8
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( c )  s u i t a b l e  w h o le s a le  m a rk e t  s p a c e s  f o r  s t o r a g e  a r e  d i f f i c u l t  

to  o b t a i n  and e x t r e m e l y  e x p e n s i v e  f o r  th e  new o r g a n i s a t i o n .

2 2 .  In  th e  r u n n in g  o f  r e t a i l  s t a l l s  p ro b lem s e n c o u n t e r e d  i n c l u d e : -

( a )  in  t h e  r e t a i l  ' s a l e  o f  v e g e t a b l e  thc-i'o i s  no e f f e c t i v e  

c o n t r o l  on t h e  s t o c k  s i n c e  i t  i s  not o n l y  h i g h l y  p e r i s h a b l e  

but a l s o  s u b j e c t t o  ; s h r i n k a g e  r e s u l t i n g  i n  l o s s e s .  P r i n c e s  

f l u c t u a t e  d u r in g  the  d a y  i n  a c c o r d a n c e  w i t h  t h e  s t a t e  o f  

f r e s h n e s s  o f  t h e s e  c o m m o d it ie s ,

(b )  v a r i e t i e s  o f  th e  c o m m o d it ie s  s u p p l i e d  by  s o c i e t i e s  a r e  l i m i t e d  

and t h e r e f o r e  w i l l  n o t  a t t r a c t a  s t e a d y  and s u f f i c i e n t  p a t r o n a g e  

t h u s  m aking th e  e c o n o m ic a l  m a in te n a n c e  o f  s u c h  s t a l l s  open t o  

q u e s t i o n .

2 3 .  To sum up o u r  p r a c t i c a l  p r o b le m s  i n  and p r o p o s e d  p l a n s  f o r  m a r k e t in g

o f  f r u i t s  and v e g e t a b l e s  are a s  f o l l o w s : - .

( a )  W ith o u t  a s u c c e s s f u l ' w h o l e s a l e  o r g a n i s a t i o n ,  no 

c o - o p e r a t i v e  u n d e r t a k i n g  m a r k e t in g  c a n  s u r v i v e  f o r  l o n g .

T h e r e 1 i s  a n e e d  t o  e s t a b l i s h  a w h o l e s a l e  o r g a n i s a t i o n  - 

w h ich  w ould p r o v i d e  m a r k e t i n g  c o - o p e r a t i v e s  w i t h  a s u i t a b l e  

and a s s u r e d  o u t l e t  f o r  t h e i r  p r o d u c e .  T h is  w ould  o b v i a t e  

t h e i r  dep en d en ce  on t h e  p r i v a t e  w h o l e s a l e r s ;

(b )  Once t h i s  C o o p e r a t i v e  w h o l e s a l e  c o n t r o l  o r g a n i s a t i o n

i s  e s t a b l i s h e d ,  and w i t h  c o n f i d e n c e  b u i l t  u p , t h e  e x i s t i n g  

m u l t i - p u r p o s e  c o o p e r a t i v e s  w h ic h  have a s  one o f  i t s  

o b j e c t s  th e  d i s p o s a l  o f  p r o d u c e  o f  a g r i c u l t u r e  s h o u ld  

be im p lem en ted ;

( c )  To n a r r o w  t h e  gap  b e tw e e n  t h e  p r o d u c e r  and con sum er, 

r e t a i l  s t a l l s  m ig h t be e s t a b l i s h e d  in  t h e  m ain m a r k e ts  

and r u n  by t h e  w h o l e s a l e  o r g a n i s a t i o n ;

( d )  Even i f  th e  s o c i e t i e s  a r e  a s s u r e d  o f  a  s u i t a b l e  o u t l e t  

members c o u l d  be d i s l o y a l  by s u p p l y i n g  p o o r  q u a l i t y  t o  

t h e i r  s o c i e t i e s .  The m iddlem en c o u ld  p r o c e e d  t o  p r o d u c i n g  

a r e a s  and  o f f e r  terms, w h ic h  members t h i n k  a r e  b e t t e r

t h a n  t h e i r  own o r g a n i s a t i o n ' s .  Thus c o o p e r a t i v e  e d u c a t i o n

o-><

• • ./9



c o u l d  p l a y  an im p o r t a n t  r o l e  t o w a r d s  th e  s o l u t i o n  o f  t h i s  

p r o b le m .

( e )  D i s l o y a l i t y ' a m o n g ' c o - o p e r a  t i f r e  members can  n ot be w h o l l y  

overcom e and i t  i s  a, v e r y  s e r i o u s  p ro b le m  r e s u l t i n g  i n  .the 

f a i l u r e  o r  d raw back  o f  a number o f  s o c i e t i e s .  The a n sw e r

t o  t h i s  c o u ld  be t h r o u g h  l e g i s l a t i o n  r e q u i r i n g  a l l  f a r m e r s  t o  

b r i n g  a l l  t h e i r  p r o d u c e  t o  a s p e c i f i e d  m ark e t  p l a c e  i n  th e  

r e s p e c t i v e  p r o d u c i n g  a r e a s  f o r  open s a l e .

( f )  The q u e s t i o n  o f  a u c t i o n  o f  a g r i c u l t u r a l  p r o d u c e  i n  t h e  m ain

: m a rk e t  tow ns i n  th e. c o u n t r y  ,u nder: p r o p e r  s u p e r v i s i o n  s h o u l d  . .

be s e r i o u s l y  c o n s i d e r e d .  . .

E . ■B o le  o f  C o o p e r a t i v e s  f o r  M a r k e t in g  o f  p i n e a p p l e s :

2 4 .  I n  West M a la y s i a  C o o p e r a t i v e s  h av e  a c h i e v e d  p r o g r e s s  i n  t h e  f i e l d  o f

P i n e a p p l e  M a r k e t i n g . T h ey  o r g a n i s e  s m a l l h o l d e r s  i n t o  b o d i e s  w h ic h  aim  i n

an o r d e r l y  manner t o  im p rove  p i n e a p p l e  h o l d i n g s  b y  f a c i l i t a t i n g  m a in te n a n c e  

and f e r t i l i s i n g .  T h ey  c a r r y  o u t  d i r e c t  m a r k e t in g  o f  s m a l l  g r o w e r s '  f r u i t s  

t o  c a n n e r i e s ,  t h u s  b y - p a s s i n g  t h e  m id d lem en . Th ey  u n d e r t a k e  p r im a r y  

g r a d i n g  and s e l e c t i o n  o f  f r u i t  d e l i v e r e d .  T h e y  s u p p l y  f e r t i l i z e r s  on s h o r t 

term  c r e d i t  a n d  aim t o  p ro m o te  t h e  i n t e r e s t  o f  t h e i r  m em bers. P r i o r  t o  

t h e  e s t a b l i s h m e n t  o f  c o o p e r a t i v e s  s u c h  s e r v i c e s  a s  s u p p ly  o f  f e r t i l i z e r s ,  

s h o r t  term  c a s h  a d v a n c e s ,  c o l l e c t i n g  and m a r k e t i n g  o f  f r u i t s  w e r e ' p r o v i d e d  

by  m id dlem en a t  h i g h  c o s t s .  C o o p e r a t i v e s  h a v e  b r o u g h t  c o n s i d e r a b l e  b e n e f i t s  

t o  s m a l l - h o l d e r s .

T h e r e  a r e  i n  a l l  1 1  P i n e a p p l e  C o o p e r a t i v e  S o c i e t i e s  i n  W est M a la y s i a  

w i t h  a t o t a l  m em bership  o f  1592 , and a s h a r e  c a p i t a l  o f  M $ 5 6 ,0 4 3 .0 0 .

A l l  t h e s e  s o c i e t i e s  a c t  a s  m a r k e t in g  a g e n t s  f o r  t h e i r  m em bers.

O u t r i g h t  p u r c h a s e  i s  n o t  p r a c t i s e d .  M a r k e t i n g  s e r v i c e s  i n c l u d e  t h e  

t r a n s p o r t i n g  o f  t h e  f r u i t s  from  t h e  c o l l e c t i n g  c e n t r e s  t o  t h e  c a n n e r i e s  and 

r e c e i v i n g  p aym en ts  on b e h a l f  o f  t h e i r  m em bers. S o c i e t i e s  w h ic h  do n o t  

p o s s e s s  l o r r i e s  g e n e r a l l y  h i r e  them from  p r i v a t e  s o u r c e s  o r  from  c o o p e r a t i v e  

s o c i e t i e s  and c h a r g e  th e  members t h e  a p p r o p r i a t e  t r a n s p o r t .  Comi]jission 

c h a r g e  b y  members f o r  s e r v i c e s  r a n g e  from  1  t o  3% o f  t h e  v a l u e  o f  t h e  f r u i t s  

t o  c o v e r  t h e  o p e r a t i n g  e x p e n s e s  o f  t h e  s o c i e t i e s .



2 5 .  There a r e  1^6 consumer c o - o p e r a t i v e  S o c i e t i e s  e s t a b l i s h e d  i n  th e  

S u r a l  A r e a s  o f  West M a l a y s i a .  T h ese  s o c i e t i e s  s u p p ly  e s s e n t i a l  consum er 

go o d s  such  as f o o d - s . t a f f s ,  c o o k in g  o i l ,  r i c e ,  s u g a r ,  w e a r in g  a p p a r e l ,  

f r u i t s  and f r e s h  v e g e t a b l e s .  The t o t a l  a n n u a l  s a l e s  o f  t h e s e  s o c i e t i e s :  

amounted to -so m e $ 12 ,8 0 0 ,0 0 0 .  A lt h o u g h  no s u r v e y s  h ave b een  made t o  

d e t e rm in e  a breakdown i n  v a lu e  o f  the  v a r i o u s  t y p e s  o f  c o m m o d it ie s  s u p p l i e d  

t o  members i t  i s  e s t i m a t e d  t h a t  about 8% o f  th e  v a l u e  o f  g o o d s  s u p p l i e d  

r e p r e s e n t e d  v e g e t a b l e s  and f r u i t s .  In  terms o f  M a la y s i a n  D o l l a r s  t h e  r u r a l  

c o - o p e r a t o r s  w o u ld  h ave  sp e n d  some M$1 m i l l i o n  on v e g e t a b l e s  and f r u i t s ,  

a n n u a l l y  th o u g h  t h e  1 +̂6 consum er s o c i e t i e s .  ./:

These Societies have  a total membership of 22,978 with dependants 

totalling' some 100,000 persons. -

F. Marketing of vegetables and fruits through Consumer Societies.
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WEST IiALAIS IA  

A rea  Under F r u i t s ,  1 9 6 7 -

t~ I
it

i'RuIT
Area i n  A c re s

T o t a l  S o l e  Crop 
E q u i v a l e n t

S o l e  Crop I'iain Crop i'iixed Crop

Pineapi> le
(C a n n in g ) 3 7 ,9 1 1 3 3 ,4 3 7 - 8 ,9 4 8

P i n e a p p l e  
( O t h e r s )

10 ,2 6 1 3 ,9 4 1 2 ,8 7 2 8 ,3 3 2

Banana 3 8 ,5 9 6 7 ,3 4 8 8,501 4 9 ,7 4 5

D u ria n 2 2,8 9 8 5,b5_a.- ‘ ~ 1 , 9 4 8 . 3 1 , 1 7 3

Rambutan 2 2 ,4 7 8  ... 9 ,4 8 1 3 , 1 5 1 ' 21,223

l ia n g o s te e n _...... '  -',,722 ... - 622', 718... 7 , 1 2 4

C i t r u s .........  8,367  . . 5 , 1 0 7 ;v ”  1,058 _... . 4 ,9 3 3

Duku & . 'L a n g s a t  . Jh • - " ... ' 766 » „ 122 6 ,9 4 2

Others b , i 3 8

*»

\

• - '5 ' ,  665 2 ,0 5 3
1

\

\

1 5 , 8 6 7

■Total ; 1 6 2 ,7 0 0 2 0 ,2 1 7

\

\2 0 ,4 5 3 1 5 4 , ? 8 7 -

Source.;  S t a t i s t i c a l  D i g e s t ,  inarch 196$.



3 4 2  PRODUCTION OF FRESH AND CANNED PINEAPPLES

F r e s h  P in e a p p le Canned P i n e a p p l e

PERIOD Tons Tons

1963 19 0 ,5 2 2 c

1964 208,169 c

1965 254,294 5 4 ,5 1 5
1966 254,088 57,0 9 3
1967 . 275,284 6 7 ,5 5 5
1968 n . a . n .a . .

c Not a v a i l a b l e  due t o  s e c r e c y  r e q u i r e m e n t s  

n .a ' .  Not a v a i l a b l e

S o u r c e :  M o n th ly  S t a t i s t i c a l  B u l l e t i n  o f  West M a la y s ia  -  F e b r u a r y , 1969• 

PINEAPPLE EXPORTS: WEST MALAYSIA

PERIOD F r e s h  F r u i t Canned F r u i t Canned J u i c e

Tons M̂  M i l l i o n Tons MS M i l l i o n Tons $

1963 50,857 3.1 3 8 ,6 8 1 2 9 .0 777 363,926

1964 55,876 3.3 42,884 32.7 857 440,734

1965 52,320 3.1 5 3 ,0 18 40.1 919 486,788

1966 43,482 2.6 58,032 43.6 885 495,973

1967 41,086 2.6 6 1 ,8 1 0 43.3 976 516,941

: 1968 27,969 1.8 66,058 47.9 954 487,717

S o u r c e :  M o n th ly  S t a t i s t i c a l  B u l l e t i n  o f  West M a la y s i a  June 1969*
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BRIEF ON FRUITS & VEGETABLES

FRUIT;.

n
I n t r o d u c t i o n

1 .  The t o t a l  a c r e a g e  u n d e r  f r u i t s  i n  1968 i n  W e st  M a l a y s i a  was 

1 6 5 , 8 7 7  a c r e s  ( s o l e  c r o p  e q u i v a l e n t ) .  Some o f  th e  main f r u i t s  grown a r e  

P i n e a p p l e ,  B a n a n a s ,  D u r i a n ,  Ram butan, M a n g o ste e r i ,  M a n d a r in s ,  Mango, Chem- 

p e d a k ,  Duku L a n g s a t ,  P ap aya  and C h i k u .  O f  t h e s e  t h e  f o u r  m a jo r  f r u i t s  

grown a r e  P i n e a p p l e ,  B a n a n a s ,  D u r i a n  and Rambutan -  w h ic h  t o g e t h e r  a c c o u n t  

f o r  o v e r  80$ o f  t h e  t o t a l  a c r e a g e  u n d e r  f r u i t s .

2 .  P i n e a p p l e  a l o n e  o c c u p i e s  47>955 a c r e s  and a c c o u n t s  f o r  2 8 .9 $

o f  th e  t o t a l  a r e a  under, f r u i t s .  B anan a t a k e s  s e c o n d  p l a c e ' w i t h  3 9 ,5 2 4  a c r e s  

( o r  23 . 8$ ) ;  Rambutan comes t h i r d  w i t h  23»393 a c r e s  ( 1 4 . 1 $ )  and D u r ia n  

a  c l o s e  f o u r t h  w i t h  22,808 a c r e s  ( o r  1 3 - 7 $ ) .  O t h e r  f r u i t s  w o r t h y  o f  n o t e  

a r e  M a n g o s t e e n ,  C i t r u s  f r u i t s  ( M a n d a r in s ,  p o m e lo ,  l i m e ,  e t c . )  and Duku 

L a n g s a t  w i t h  o v e r  4»000 a c r e s  e a c h .

3 . The m ain f r u i t  p r o d u c i n g  s t a t e s  i n  W e st  M a l a y s i a  a r e  J o h o r e ,  

P e r a k ,  T r e n g g a n u ,  K e d a h ,  P a h a n g ,  and S e l a n g o r .  J o h o r e  a l o n e  a c c o u n t s  f o r  

52,656  a c r e s ,  f o l l o w e d  b y  P e r a k  w i t h  2 3 j6 8 1  a c r e s ;  T re n g g a n u  1 8 , 9 9 4 ;

Kedah I 4 /69I ;  P ah an g 1 4 j 5 2 6 ;  and S e l a n g o r  w i t h  14 * 2 8 9  a c r e s .

4 .  P i n e a p p l e ,  P a r t i c u l a r l y  t h e  c a n n i n g  v a r i e t y ,  i s  l a r g e l y  grown 

i n  J o h o r e  and S e l a n g o r  -  90$ i n  J o h o r e  and 10 $  i n  S e l a n g o r .  H o w e v e r ,  t h e  

n o n - c a n n in g  v a r i e t y  i s  l a r g e l y  grown i n  P e r a k  and T re n g g a n u  -  23$ and 

18 $  r e s p e c t i v e l y .  I n  t h e  c a s e  o f  B a n a n a s ,  i t  i s  m a i n l y  grown i n  P e r a k  

( 2 2 $ ) ;  P ah ang ( 1 7 $ )  and  J o h o r e  ( 1 5 $ ) *  T o g e t h e r ,  t h e s e  t h r e e  s t a t e s  a c c o u n t  

f o r  o v e r  54$ o f  t h e  t o t a l  a r e a  u n d e r  B a n a n a s  i n  W e s t  M a l a y s i a .

5 .  D u r i a n s  and R am butans a r e  l a r g e l y  grow n i n  J o h o r e  and P e r a k ,  

P e ra k  a c c o u n t s  f o r  16% o f  t h e  t o t a l  a r e a  u n d e r  R a m b u ta n s ,  w h i l e  J o h o r e  

a c c o u n t s  f o r  1 4 $ .  I n  t h e  c a s e  o f  D u r i a n s ,  P e r a k  a c c o u n t s  f o r | 1 9 $  w h i l e  

J o h o re  1 5 $ .  The r e m a i n i n g  a c r e a g e s  u n d e r  D u r i a n s  and  R am butans a r e  fo u n d  

s c a t t e r e d  o v e r  a l l  th e  s t a t e s  o f  W e st  M a l a y s i a .  S p e c i f i c a l l y ,  t h e  d e t a i l s  

o f  th e  a c r e a g e  u n d e r  f r u i t s  and t h e i r  d i s t r i b u t i o n  b y  S t a t e s  i n  W e st  

M a l a y s i a  i s  shown i n  T a b le  I .



6 v  The t o t a l  a c r e a g e  u n d e r  V e g e t a b l e s  i n  1968 i n  W est: M a la y s i a

was 1 8 ,2 6 2  a c r e s  ( s o l e  c r o p  e q u i v a l e n t ) .  The d i s t r i b u t i o n  o f  v e g e t a b l e  

a r e a s  i s  shovm in  T a b le  2 .  I t  w i l l  be o b s e r v e d  t h a t  P e ra k  a c c o u n t s  f o r  th e  

l a r g e s t  a c r e a g e  ( 4 , 3 0 1 )  f o l l o w e d  by  K e la n t a n  (3»3 25) I Pahang ( 2 , 8 0 7 ) ;

S e l a n g o r  ( 2 , 6 1 9 )  and J o h o re  ( 1 , 5 1 5 ) *

7 .  The m ain t y p e s  o f  v e g e t a b l e s  grown may b e  c l a s s i f i e d  i n t o  

t h r e e  b r o a d  c a t e g o r i e s  -  l e a f  v e g e t a b l e s ,  f r u i t  v e g e t a b l e s  and s w e e t  p o t a 

t o e s .  A d e t a i l e d  breakdow n o f  p r o d u c t i o n  by  S t a t e  f o r  th e  f i r s t ' q u a r t e r  

o f  1969 i s  shown i n  T a b le  3*

PROBLEMS FACING MARKETING OF FRUITS AND VEGETABLES
i

8 .  The g e n e r a l  b a s i c  p r o b le m s  o f  m a r k e t in g  f r u i t s  and v e g e t a b l e s  

i n  W est M a la y s i a  may be d i s c u s s e d  u n d e r  3 b r o a d  h e a d i n g s s -

1 .  P ro b le m s e m a n a tin g  fro m  th e  n a t u r e  o f  th e  co m m o d it ie s  

t h e m s e l v e s ;

2 . The s t r u c t u r e  and o r g a n i s a t i o n  o f  t h e  M a r k e t in g  S y s t e m ;

3. The q u e s t i o n  o f  p r o m o t io n , o r  gro w th  o f  the  i n d u s t r y .

Commodity P roblem s

-9*1 A numbe.r o f  s e r i o u s  m a r k e t in g  p ro b le m s em anate from  t h e  n a t u r e

and c h a r a c t e r i s t i c s  o f  t h e  co m m o d it ie s  t h e m s e l v e s .  B r i e f l y  t h e r e  a r e  3 

m ain p ro b le m s  h e r e  -  nam ely  t h a t  o f  p e r i s h a b i l i t y ,■ s e a s o n a l i t y , and i n 

c o n s i s t e n c y  i n  q u a l i t y .
• ' ' ■ J

9 . 2  : M a la y s i a n  . f r u i t s , p a r t i c u l a r l y ,  a r e  n o t e d  f o r  t h e i r  r e l a t i v e l y

e x c e p t i o n a l  p e r i s h a b i l i t y .  Compared t o  A p p l e s ,  O r a n g e s ,  P e a r s ,  G r a p e s ,  

e t c .  f o r  i n s t a n c e ,  M a la y s i a n  f r u i t s  l i k e  D u r i a n ,  P a p a y a ,  B a n a n a ,  M a n g o s t e e n ,  

e t c .  a r e  e x c e p t i o n a l l y  p e r i s h a b l e .  H e n c e ,  t h i s  te n d s  t o  c r e a t e  a number o f  

p r o b le m s  f o r  the  m a r k e t in g  o f  t h e s e  p r o d u c e .  i*mohg th e  p r o b le m s  t h a t  a r i s e  

a s  a  r e s u l t  a r e  1-

-  2 -
VEGETABLES 3 4 7  '
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( i )  th e  n eed  t o  h a v e  a s y s te m  o f  s p e e d y  t r a n s p o r t  

and d i s t r i b u t i o n ;  . .

( i i )  th e  c o m m o d it ie s  c a n n o t  tyke a d v a n t a g e  o f  s t o r a g e ,  

a s . a  f a c t o r  i n  s t a b i l i s i n g  p r i c e s ,  i . e .  i n  tim e 

o f  g l u t ,  one c a n n o t  hope to. h o l d  b a ck  th e  s u p p ly  

i n  a n t i c i p a t i o n  o f  b e t t e r  f u t u r e  p r i c e s ;

( i i i )  th e  m a r k e t ,  i n  term s o f  t h e  g e o g r a p h i c a l  b o u n d a r y ,  

i s  n e c e s s a r i l y  l i m i t e d  i . e .  due t o  p e r i s h a b i l i t y ,  

th e  p r o d u c e  c a n n o t  b e  t r a n s p o r t e d  o v e r  v e r y  l o n g  

d i s t a n c e s .

e . g .  V e g e t a b l e s  i n c u r  a  g r e a t  l o s s  i n  w e i g h t  

i n  t r a n s i t ,  k s p e c i f i c  exam p le  may b e  

c i t e d .  The c a b b a g e s  t r a n s p o r t e d  from  

Cameron H ig h la n d s  t o  K u a l a  Lumpur I / h o le -  ■

s a l e  M a rk e t  i n c u r s  an a v e r a g e ,  a  n e t  

l o s s  o f  30$  i n  w e i g h t .

9 . 3  S e a s o n a l i t y  i n  s u p p ly  i s  a n o t h e r  c h a r a c t e r i s t i c  f e a t u r e  o f

many M a l a y s i a n  f r u i t s .  T h i s  a g a i n  h a s  v a r i o u s  r e p e r c u s s i o n s  on t h e  m a r k e t i n g  

o f  t h e s e  p r o d u c e .  F o r  one t h i n g ,  i t  l e a d s  t o  i r r e g u l a r i t y  and u n c e r t a i n t y  

o f  s u p p l y .  I n  t u r n  i t  c a u s e s  two main c o m p l i c a t i o n s ;

( i )  c o m p l i c a t i o n s  i n  th e  a r r a n g e m e n t  o f  t r a n s p o r t  f a c i l i t i e s ,  

e . g .  I n  t h e  c a s e  o f  d u r i a n ,  f o r  i n s t a n c e ,  i t  i s  d i f f i c u l t  t o  

p r e d i c t  i n  a d v a n c e ,  how much f r u i t s  a  t r e e  w o u ld  y i e l d .  

C o n s e q u e n t ly - ,  one c a n n o t  e s t i m a t e  t h e  e x a c t  ' d e g r e e '  o f  

t r a n s p o r t  r e q u i r e d  i . e .  a  c o l l e c t o r  may b r i n g  i n  a 5~ ton  

l o r r y  to  c o l l e c t  d u r i a n s  o v e r  a  p a r t i c u l a r  a r e a  b u t  may 

f i n d  t h a t  he can  f i l l  o n l y  h a l f  t h e  l o r r y .  A s  a  r e s u l t ,  

c o m p l i c a t i o n s  w i l l  a r i s e  o v e r  c a l c u l a t i n g  t h e  c o s t  o f  

t r a n s p o r t i n g  t h e  f r u i t  -  t h e  g r e a t e r  t h e  d i s t a n c e  t o  b e  

c o v e r e d ,  t h e  more s e v e r e  t h e  c o m p l i c a t i o n !

( i i )  D i f f i c u l t y  o f  p r o c e s s i n g  th o  c o m m o d i t i e s .  j

e . g .  D u r i a n s  o r  Ram butans do n o t  e a s i l y  l e n d  t h e m s e l v e s  to

p r o c e s s i n g .  C o n t r a s t  t h i s  w i t h  p i n e a p p l e s  ( a  p e r e n n i a l ) .

3
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The p i n e a p p l e  a c r e a g e  i n  f a c t ,  h a s  tr e m e n d o u s ly  i n c r e a s e d  

o v e r  t h e  y e a r s .  ( P i n e a p p l e s ,  t o d a y ,  o c c u p y  the  l a r g e s t  

f r u i t  a c r e a g e  i n  th e  c o u n t r y  -  i . e .  a b o u t  2 8 .9 $  of the  

t o t a l  a c r e a g e ) .  T h is  'is- m a in ly  b e c a u s e ,  s i n c e  P i n e a p p l e s  

do n o t  s u f f e r  fro m  th e  p roblem  o f  s e a s o n a l i t y  i n  s u p p ly ,  

an i n d u s t r y  h a s  l o n g  b e e n  s e t  up c a n n in g  i t  on a  l a r g e  

s c a l e .  I t  i s  d i f f i c u l t  to  'do t h i s  f o r  the, s e a s o n a l  f r u i t s  

a s  t h e  i n d u s t r y  w ould n o t  be a b l e  t o  o p e r a t e  a l l  th e  y e a r  

ro u n d .

9 . 4  C o u p le d  w i t h  th e  a b o ve  p ro b le m s  o f  p e r i s h a b i l i t y  and s e a s o n a l 

i t y ,  i s  th e  f u r t h e r  p ro blem  o f ' i n c o n s i s t e n c y  i n  t h e  q u a l i t y  o f  o u r  f r u i t s .

T h is  f e a t u r e  o f  q u a l i t y - i n c o n s i s t e n c y  a g a i n ,  c r e a t e s  a h o s t  o f  p ro b le m s  f o r  

e f f i c i e n t  m a r k e t in g  o f  t h e  p r o d u c e .  Am ongst the. p ro b le m s  a r i s i n g  a s  a  r e s u l t  

o f  t h i s  a r e  s-  — ■

( i )  g r a d i n g  o f  the  p ro d u c e  i s  e x t r e m e l y  d i f f i c u l t ;

( i i ) i t  l e n d s  i t s e l f  t o  e a s y  e x p l o i t a t i o n  by th e  b u y e r s ;

( i i i )  d i f f i c u l t y  o f  e n s u r i n g  c o n s i s t e n c y  and u n i f o r m i t y ' i n  p r i c i n g .

Marketing System

1 0 . 1  Th ere  a r e  4 b r o a d  c a t e g o r i e s  o f  p ro b le m s  i n  t h i s  r e g a r d .

Thtese a r e s -

- " ( i )  D e f e c t s  i n  th e  o v e r a l l  o r i e n t a t i o n  i n  p r o d u c t i o n ;

( i i )  D e f e c t s  i n  th e  w h o l e s a l i n g  s y s t e m ;

( i i i )  L a c k  o f  o r g a n i s a t i o n  a t  p r o d u c e r - l e v e l ;

( i v )  D i f f i c u l t i e s  in  t r a n s p o r t .

O r i e n t a t i o n

1 0 . 2  The p r e s e n t  s y s te m  o f  m a r k e t in g  f r u i t s  and v e g e t a b l e s  i n  th e

c o u n t r y  i s  more p r o d u c t i o n ,  r a t h e r  th a n  consum er o r i e n t a t e d .  T h a t  i s  to  s a y ,  

t h e r e  i s  no e x a c t  f e e d b a c k  o f  i n f o r m a t i o n  o f  consum er demand and p r e f e r e n c e s  

t o  th e  p r o d u c e r s .  ,Thus f o r  e x a m p le ,  p r o d u c e r s  in  S l i m  R i v e r  c o n t i n u e  to  

g ro w  b a n a n a s  o f  t h e  ’ B e r a n g a n ’ v a r i e t y  when t h e  consum er demand f o r  b a n a n a s  

o f  t h a t  v a r i e t y  i n  t h e  K u a l a  Lumpur m a r k e t  f o r  i n s t a n c e ,  i s  e x c e p t i o n a l l y
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p o o r .  T h is  i s  r e f l e c t e d  by  th e  r e l a t i v e l y  lo w  p r i c e  f e t c h e d  b y  t h e  b a n a n a s  

o f  t h a t  v a r i e t y  i n  t t e  K u a la  Lumpur m a r k e t  i . e .  6 c e n t s  p e r  k a t i ,  a s  a g a i n s t  

1 2  c e n t s  f o r  R a s t a l i ,  1 1  c e n t s  f o r  M as, and so o n .  S i m i l a r l y ,  many a r e a s  i n  . 

P e r a k ,  K e d a h ,  T ren ggan u  and K e l a n t a n " c o n t i n u e  to  grow  ' P i s a n g  A wak' w h ic h  

f e t c h e s  o n l y  a b o u t  4 c e n t s  a  k a t i .  T h i s  i s  due l a r g e l y -  t o  l a c k  o f  i n f o r m a t i o n  

a s  t o  w h a t t h e  consum ers p r e f e r  and w hat can  b e s t  be grown and m a r k e te d  fro m  

p a r t i c u l a r  a r e a s .  E q u a l l y  i m p o r t a n t  i s  t h a t  M a l a y s i a  s u f f e r s  fro m  a l a c k  o f  

o r g a n i s e d  c h a n n e ls  o f  co m m u n ica tio n  o f  v i t a l  m a r k e t  i n f o r m a t i o n  i . e .  a  p o o r  

M a rk e t  I n t e l l i g e n c e  and d i s s e m i n a t i o n  s e r v i c e .

W h o l e s a l i n g  S y s t e m

1 0 . J T h i s  i s  t h e  m a jo r  p ro b le m  a t  p r e s e n t .  The w h o l e s a l e  s y s t e m  i s

s u p p o s e d ly  to  o p e r a t e  on a  s y s te m  o f  c o n s ig n m e n t  w here th e  w h o l e s a l e r s  

d e t e r m in e  th e  p r i c e s  on t h e  b a s i s  o f  a u c t i o n i n g .  I t  i s  a l s o  c la i m e d  b y  

them t h a t  t h e y  o n ly  c h a r g e  a  10$ c o m m issio n  on a l l  t r a n s a c t i o n s .  H o w ever,  

i t  a p p e a r s  t h a t  t h i s  i s  h a r d l y  s o  i n d e e d ,  th e  m a r g in  i s  u s u a l l y  c o n s i d e r a b l y  

h i g h e r .  F u r t h e r  i t  i s  a l l e g e d  b o t h  by  p r o d u c e r s  and c o l l e c t o r s  t h a t  w h o l e s a l e r s  

a r e  o f t e n  v e r y  a r b i t r a r y  i n  t h e i r  d e a l i n g s .  G r a d i n g  f o r  e x a m p le ,  i s  d e t e r m in e d  

b y  them . H e n c e ,  i f  a  C o l l e c t o r  s e n d s  a  p a r t i c u l a r  c o n s ig n m e n t  o f  s a y ,

Grade L  M a n d a r in s  ( p e r h a p s  b e c a u s e  he i s  in fo r m e d  t h a t  p r i c e s  i n  th e  

'K u a la  Lumpur M a rk e t  i s  h i g h e s t  f o r  t h a t  g r a d e )  h e  w i l l  i n v a r i a b l y  f i n d  t h a t  

a f t e r  a  fe w  c o n s ig n m e n ts  t h e  W h o l e s a l e r  w i l l  s t a r t  s c a l i n g  down t h e  C o l l e c t o r ' s  

G rad e A ' s  to  G rade B ' s  and C ' s  and pay them a c c o r d i n g l y .  I t  i s  a l s o  a l l e g e d  

b y  t h e  p r o d u c e r s  t h a t  v ^ h o le s a le r s  t a k e  no p a r t i c u l a r  r i s k  -  t h e y  a lw a y s  

m a i n t a i n  a c e r t a i n  d e f i n i t e  m arg in  o f  r e t u r n s  -  i r r e s p e c t i v e  o f  how lo w  a r e  

th e  p r i c e s  th e  p r o d u c e r s  r e c e i v e .  C o n s e q u e n t l y ,  t h e  w h o le  b r u n t  o f  p r i c e  

f l u c t u a t i o n s  i s  t h r u s t  upon the C o l l e c t o r s  and th r o u g h  them t o  th e  P r o d u c e r s .

1 0 . 4  C o n s e q u e n t l y ,  i t  a p p e a r s  t h a t  th e  p r e s e n t  w h o l e s a l i n g  s t r u c t u r e

f o r  f r u i t s  and v e g e t a b l e s  a p p e a r s  t o  b e  q u i t e  a r c h a i c ,  i n a d e q u a t e  and t e n d s  t o  

r e l y  r a t h e r  h e a v i l y  on t h e  e l e m e n t  o f  t r u s t .  I t  i s  a r c h a i c  i n  t h e  s e n s e  

t h a t  i t s  w o r k i n g  i s  h i g h l y  u n s c i e n t i f i c .  L  f e w  e x a m p le s  may make t h i s  

p o i n t  c l e a r e r .

( i )  The term  " w h o l e s a l i n g "  n o r m a l ly  i m p l i e s  d e k l i n g  o n l y  i n  

b u l k .  T h i s  i s  n o t  t h e  c a s e  w i t h  t h e  M a x w e ll  M a r k e t .

S m a l l  o r d i n a r y  b u y e r s ,  l i k e  h o u s e w i v e s  may a l s o  buy

i
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t h e r e ,  b u t  a t  s l i g h t l y  h i g h e r  p r i c e s .  T h u s,  th e  W h o le s a le  M a r k e t ,  

i s  s t r i c t l y  s p e a k i n g ,  n o t  e x a c t l y  o r  p u r e l y  w h o le s a le  i n  i t s  

o p e r a t i o n s .

( i i )  T h e re  i s  no a u c t io n in g ;  o f  th e  p r o d u c e .  What a c t u a l l y  happen s 

i s  t h a t  p o t e n t i a l  b u y e r s  ( w i t h o u t  an y  c r e d i t  o b l i g a t i o n s  t o  

p a r t i c u l a r  w h o l e s a l e s )  f i r s t  s u r v e y  th e  q u a l i t y  and p r i c e s  o f  

v a r i o u s  v / h o l e s a l e r s , b e f o r e  s e t t l i n g  down t o  buy fro m  a 

p a r t i c u l a r  w h o l e s a l e r .

( i i i )  T h e r e  i s  v e r y  l i t t l e  c o m p e t i t i o n  ' in  th e  w h o le s a le ,  m a r k e t .

I n  f a c t  a c c o r d i n g  to  one M . I .  p o s t e d  t h e r e ,  he s u s p e c t s  

c o l l u s i o n  b e tw e e n  w h o l e s a l e r s .  T h i s  seems t o - b e  t r u e ,  

e s p e c i a l l y  when p r i c e s  q u o te d  b y  t h e  d i f f e r e n t  w h o l e s a l e r s  

d e a l i n g  i n  the  same p r o d u c t  a p p e a r  to  b e  a lm o s t  i d e n t i c a l .  

S o c o n d l v ,  th e  number o f  w h o l e s a l e r s  d e a l i n g  i n  any one comm odity 

i s  o f t e n  s m a l l ,  e . g .  f o r  b a n a n a s  t h e r e  a r e  o n ly  2 l a r g e  w h o le 

s a l e r s  d e a l i n g  i t  ( o v e r  80%  o f  th e  t o t a l  s u p p ly  com ing i n ) .

S i m i l a r l y ,  f o r  Rambutan t h e r e  a r e  6 ,  f o r  P i n e a p p l e s .4  and so o n .

1 0 . 5  T h is  n e c e s s a r i l l y  l i m i t s  c o m p e t i t i o n  to  a trem endous e x t e n t .

H en ce , t h e  r e a s o n  f o r  s a y i n g  t h a t  'the w h o l e s a l i n g  s t r u c t u r e  in  a t  l e a s t  th e  

K u a l a  Lumpur M a x w e ll  M a rk e t  seems t o  b e  p r e t t y  i n a d e q u a t e .  What i s  more 

i s  t h a t  t h e  s y s te m  t e n d s  'to b r e e d  two m a jo r  o b s t a c l e s  t o  f u t u r e  g r o w t h .

T h e s e  a r e  nam ely  th e  p ro b le m s  o f  q u a l i t y  im provem ent and t h e  p roblem  o f  

i n c e n t i v e ,  i . e .  t h i s  s y s te m  d i s c o u r a g e s  a n y  c o m m e r c i a l i z e d  p l a n t i n g  b e c a u s e  

o f  the  u n c e r t a i n t y  o f  th e  m a rk e t  and th e  aco m p a n y in g  f l u c t u a t i o n s  i n  p r i c e s .  

F u r t h e r ,  t h e r e  i s  l i t t l e  i n c e n t i v e  f o r  im p r o v in g  t h e  q u a l i t y .  In  c o n t r a s t

i f  t h e r e  i s  c o n t r a c t i n g ,  w hereby t h e r e  i s  some c o n t i n u i t y  i n  s u p p l i e s  o f

f o r  e x a m p le ,  b a n a n a s ,  th e n  i t  w i l l  e n a b le  th e  d e a l e r . t o  s y s t e m a t i c a l l y  d e v e 

l o p  the  m a r k e t  p o t e n t i a l  on th e  one h an d , and w i l l  mean s t a b l e  p r i c e s  and 

a s s u r e d  incom e to  th e  p r o d u c e r s ,  on t h e  o t h e r .  F i n a l l y ,  th e  o t h e r  b a s i c  

f e a t u r e  of t h e  w h o l e s a l i n g  sy s te m  i s  t h a t  i t  i s  a lm o s t  r i d i c u l o u s l y  b a s e d  

on t r u s t .  T h u s,  t h e  C o l l e c t o r  h o p es  and t r u s t s  t h a t  t h e  p a r t i c u l a r  w h o l e s a l e r  

t o  whom he c o n s i g n s  w i l l  g e t  him t h e  b e s t  p r i c e  f o r  t h e  p r o d u c e r .  A g a i n ,  

th e  money i s  s i m p ly  s e n t  b y  th e  w h o l e s a l e r s  to  the c o l l e c t o r s  v i a  t r a n s p o r t



a g e n t s  on t r u s t .  Thus an y  new c o l l e c t o r  w i s h i n g  to  c u t  i n  w i l l  i n v a r i a b l y  

m eet w i t h  a  h o s t  o f  v e r y  i n f o r m a l  n o rm s. Thus th e  s y s te m  u n w i t t i n g l y  p e r h a p s ,  

te n d s  to  e n c o u r a g e  th e  e s t a b l i s h m e n t  o f  l o n g  and v e s t e d  i n t e r e s t s .

n

P r o d u c e r ' s  O r g a n i s a t i o n

1 0 . 6  A n o t h e r  b a s i c  d e f e c t  i n  t h e  s y s t e m  i s  t h e  l a c k  o f  o r g a n i s a t i o n  

among P r o d u c e r s .  C o n s e q u e n t l y ,  t r a n s p o r t  c o s t s  become h i g h  when c o l l e c t o r s  

h av e  t o  d e a l  s e p a r a t e l y  w i t h  a  l a r g e  number o f  s m a l l  and s c a t t e r e d  o p e r a t o r s .  

T h u s,  any p r o d u c e r  o r g a n i s a t i o n  can  n o t  o n l y  h e l p  i n  r e g a r d  t o  d i s s e m i n a t i o n  

o f  im p o r t a n t  m a r k e t  i n f o r m a t i o n ,  b u t  a l s o  a s s i s t  i n  c o o r d i n a t i n g  s u p p l i e s ,  

and t h e r e b y  r e n d e r i n g  t r a n s p o r t  more e co n o m ic  and i n  t h e  f i n a l  a n a l y s i s ,  

h e l p  t h e  p r o d u c e r s  t o  s e c u r e  b e t t e r  and h i g h e r  p r i c e s .

To t h i s  e x t e n t ,  th e  P e r a k  S t a t e  G overnm ent i s  now a c t i v e l y  

f o s t e r i n g  th e  d e v e lo p m e n t  o f  t h e s e  p r o d u c e r  o r g a n i s a t i o n s .

T r a n s p o r t

1 0 . 7  T r a n s p o r t  i s  y e t  a n o t h e r  p r o b le m  i n  m a r k e t i n g .  G e n e r a l l y ,  

th e  m ain c o m p l a i n t  h e r e  seems t o  l i e  i n  t h e  v e r y  h i g h  r a t e s  c h a r g e d .  F o r  

e . g .  an  o p e r a t o r  o f  a  5 - t o n n e r  l o r r y  i n  S l i m  R i v e r  c h a r g e s  $ 1 . 2 5  c e n t s  p e r  

m i l e .  So i t  w o u ld  c o s t  a b o u t  $75 ^0 d e l i v e r  b a n a n a s  fro m  S l i m  R i v e r  to  

K u a l a  Lumpur ( a  d i s t a n c e  o f  60 m i l e s ) .  T h u s ,  i n  v i e w  o f  t h e  v e r y  h i g h  c h a r g e ,  

i t  w as n e c e s s a r y  f o r  t h e  D e p a r tm e n t  o f  A g r i c u l t u r e  t o  e m p lo y  i t s  own l o r r y  t o  

t r a n s p o r t  th e  p r o d u c e .

G row th o f  th e  I n d u s t r y

1 0 .8  I n  t h i s  c a s e  t h e r e  a r e  3 b a s i c  p r o b l e m s s -  

( i )  L a c k  o f  a n y  a c t i v e  e x p o r t  p r o m o t io n ;

( i i )  C o m p e t i t i o n  from  i m p o r t s ;

( i i i )  L a c k  o f  l a r g e  r e t a i l  o u t l e t s .



E x p o r t  F rom otion

1 0 . 9  E x p o r t  p ro m o tio n  i s  a  v e r y  n e c e s s a r y  e le m e n t  f o r  g ro w th  o f  an ••

i n d u s t r y .  In  t h e  c a s e  o f  f r u i t s  and v e g e t a b l e s  t h e r e  h a s  b een  h a r d l y  any

a t t e m p t  t o  do s o ,  w i t h  o f  c o u r s e ,  th e  p o s s i b l e  e x c e p t i o n  o f  p i n e a p p l e s .

A s  r e g a r d s  b a n a n a s ,  an a t t e m p t  was i n  f a c t  made i n  1966 t o  s h ip  them to  J a p a n ,  

b u t  a p p a r e n t l y ,  was n o t  s u c c e s s f u l .  S i n c e  t h e n ,  t h e r e  h a s  b e e n  no f o l l o w - u p  

o p e r a t i o n s .

A l t h o u g h  no s u r v e y  on p r o d u c t i o n  and co n su m p tio n  h a s  e v e r  b e e n

c a r r i e d  o u t  in  M a la y a ,  i t  i s  a f a i r  a s s u m p tio n  t h a t  th e  " p r e s e n t  l o c a l  m a rk e t

f o r  b an an as  i s  f a i r l y  s a t u r a t e d  and any f u r t h e r  e x p a n s io n  in  p r o d u c t i o n  v/ould 

h av e  t o  l o o k  f o r  a  m arket  e l s e w h e r e  (n a m e ly  an e x p o r t  m a r k e t ) " ’*'. F u r t h e r  

e v e n  t h e  I . B . R . D .  i n  i t s  r e p o r t  on M a l a y s i a ’ s D e v e lo p m e n t P r o s p e c t s  f e l t  t h a t  

" t h e  p r o s p e c t  f o r  b an an a  e x p o r t s  l o o k  s u f f i c i e n t l y  a t t r a c t i v e  f o r  i n v e s t i g a t i o n ,  

and a m ark e t  i s  a v a i l a b l e  in  J a p a n ."

As f o r  the  o t h e r  f r u i t s ,  no f e a s i b i l i t y  s t u d y  h as  y e t  b e e n  made 

t o  se e k  m a rk e ts  e l s e w h e r e .  Thus t h i s  l a c k  o f  any a c t i v e  e x p o r t  p r o m o tio n  i s  

i s  one i m p o r t a n t  f a c t o r  t h a t  h as  k e p t  th e  l o c a l  f r u i t  i n d u s t r y  in  v i r t u a l  

s t a g n a t i o n .  .

C o m p e t i t i o n  from  Im p o rts

1 0 . 1 0  - C o m p e t i t i o n  fro m  im p o r te d  f r u i t s  and v e g e t a b l e s  i s  y e t  a n o t h e r

s e r i o u s  im p ed im ent f o r  t h e  gro w th  o f  th e  l o c a l  i n d u s t r y .  The f a c t  t h a t

f o r e i g n  f r u i t s  l i k e  O r a n g e s ,  A p p l e s ,  G r a p e s ,  P e a r s  and so on, come i n  su ch

c o n s i s t e n t  q u a l i t y ,  g i v e s  them g r e a t e r  r e l a t i v e  a d v a n t a g e  i n  s a l e .  H en ce ,

w h e r e a s  t h e  l o c a l  f r u i t  i n d u s t r y  i s  g r o w in g  o n ly  a t  t h e  r a t e  o f  a b o u t  2- 4$
2

a n n u a l l y  , th e  v a l u e  o f  im p o rte d  f r e s h  f r u i t s  i s  i n c r e a s i n g  s t e a d i l y  s i n c e  

i 960, and l a s t  y e a r  r o s e  t o  $33 m i l l i o n .  T h i s  i s  n o t  o n l y  q u i t e  a  d r a i n  on 

f o r e i g n  e x c h a n g e ,  b u t  a l s o  a  trem en d o u s  o b s t a c l e  t o  t h e  g ro w th  o f  t h e  l o c a l  

f r u i t  i n d u s t r y .  F u r t h e r  i t  a l s o  a p p e a r s  t h a t  t h e r e  i s  a c e r t a i n  p o p u l a r

1  R e p o r t  on th e  'P r o d u c t i o n  and M a r k e t i n g  o f  B a n a n a s ' ,  b y  the  M i n i s t r y  o f  
A g r i c u l t u r e ,  D .A'. 2480/PT 1 1 / 1 2 .

2 S t a t i s t i c a l  D i g e s t ,  M i n i s t r y  o f  A g r i c u l t u r e .  The f i g u r e  i s  com puted by  
u s i n g  1965 a s  t h e  b a s e  y e a r  and r e l a t e s  f o r  th e  p e r i o d  1 9 6 5 - 1 9 6 8 .



p u b l i c  p r e j u d i c e  a g a i n s t  l o c a l  f r u i t s  v i s - a - v i s  im p o rte d  f r u i t s .  T h i s  i s  

a l s o  a  s e r i o u s  h a n d ic a p  w o r k in g  a g a i n s t  l o c a l  f r u i t  c o n s u m p tio n .

R e t a i l  O u t l e t s
ii

1 0 . 1 1  L ack  o f  any l a r g e  r e t a i l  o u t l e t s  i s  y e t  a n o t h e r  m a jo r  p r o b le m .  

In  t h e  a b s e n c e  o f  t h e s e ,  l o c a l  f r u i t s  a r e  s o l d  . e i t h e r  th r o u g h  t h e  o r d i n a r y  

.m arkets o r  th r o u g h  t h e  r o a d s i d e  s t a l l s .  T h i s  means t h e r e  i s  no q u a l i t y  

c o n t r o l  and no s y s t e m a t i c  d e v e lo p m e n t  o f  th e  m a r k e t .  On t h e  o t h e r  h an d ,

a  s y s te m  o f  l a r g e  r e t a i l  o u t l e t s  w ould  n o t  o n l y  h e l p  t o  im p ro ve  q u a l i t y  o f  

o u r  l o c a l  f r u i t s  b u t  a l s o  e n s u r e  some s t a b i l i s i n g  o f  p r i c e s  and a s s u r e d  i n 

come f o r  p r o d u c e r s  -  b y  o p e r a t i n g  on th o  b a s i s  o f  c o n t r a c t s .

1 0 . 1 2  A s s o c i a t e d  w i t h  t h e  l a c k  o f  r e t a i l  o u t l e t s  i s  th e  l a c k  o f  

k n o w le d g e  p a r t i c u l a r l y  w i t h i n  G overnm ent o r g a n i s a t i o n s  a s  t6  t h e  a v a i l a b i l i t y  

o f  o u t l e t s  o t h e r  th a n  w h o l e s a l e  m a r k e t s .  In d e e d  i n  s e v e r a l  c a s e s  -  c i t r u s

i n  T r e n g g a n u ,  v e g e t a b l e s  in  T a n g k a k ,  b a n a n a s  i n  S l i m  R i v e r  -  t h e  b i g g e s t  

p ro b le m  a p p e a r s  t o  b e  t h e  n e e d  f o r  new o u t l e t s  c a p a b le  o f  a b s o r b i n g  a l l  

t h a t  t h e  p r o d u c e r s  w is h  t o  o f f e r  f o r  s a l e .



CONCLUSION

11. The ab o ve  p ro blem s o f  a  l a c k  o f  k n o w le d g e  o f  o u t l e t s  5 th e

in a d e q u a c y  o f  t h e  w h o l e s a l i n g  s t r u c t u r e  w h ich  te n d s  t o  s t u l t i f y  t h e  m a r k e t in g  

p r o c e s s ;  th e  p r e j u d i c e  o f  l o c a l . c o n s u m e r s  t o  l o c a l  f r u i t s ?  and th e  p ro b le m  o f  

t r a n s p o r t  a r e  a m o n gst  t h e  m ost s e r i o u s  p ro b le m s  f a c i n g  t h e  m a r k e t in g  o f  f r u i t s  

and v e g e t a b l e s  t o d a y .  O t h e r  s e c o n d a r y  pro blem s?  th o u g h  l e s s  p r e s s i n g ,  a r e  t h o s e  

r e l a t i n g  t o  g r a d i n g ,  m a rk e t  i n f o r m a t i o n  d i s s e m i n a t i o n ,  i m p o r t a t i o n  o f  c o m p e t in g  

f r u i t s ,  b o t h  l e g a l  and i l l e g a l  ( e . g .  M an d arin s  from  T h a i la n d  th r o u g h  G o l o k ) ;  

s m a l l - s c a l e  and s c a t t e r e d  n a t u r e  o f  p r o d u c t i o n ;  l a c k  o f  a n y  q u a l i t y  c o n t r o l ,  e t c .  

w h ich  a l s o  n e v e r t h e l e s s ,  r e q u i r e  u r g e n t  a t t e n t i o n .  B e lo w  i s  a d ia g r a m m a tic  

summary o f  t h e  p r o b le m s .

M a r k e t i n g  P ro blem s

Commodity S y s t e m Growth

P e r i s h a b i l i t y .  I n c o n s i s -  O r i e n t a -  W h o le -  t r a n s p o r t
t e n c y  i n  t i o n  s a l i n g
q u a l i t y  [

No a c t i v e  L a c k  o f  
e x p o r t  l a r g e  

p ro m o tio n  r e t a i l
o u t l e t s

C o m p e t i t i o n
from

im p o r t s



T a b le  1 1  

Vegetables. - '6& Acreage

3 5 6

! S t a t e
j * ' • ........................

S o l e  Crop Main C rop M ixed C rop
E q u i v a l e n t

; Jo h o re
; .

466 ■ n 2,098 1 , 5 1 5

!, Kedah '109 ' ’ ; 20 322 .......... 285

| K e la n t a n 2 ,4 4 4 - 1 , 7 6 2 3 ,3 2 5

i. M a la c c a 18 0 - 1 ,6 5 2 1 ,0 0 6  ‘ .

I ...........  .......................
j N. S e m b i la n
i

40 ' *i"........ _........... 1 , 040' ...... 560

1 ■ - ' ' ...............
Pahang 2 ,4 0 8 ....

.. j.............................
1 • ' 7 9 8 " . ......... ........  2 ,8 0 7

i P en an g  & P.T7. 855 1 .......221' 224 1 , 1 3 3

! P e ra k 3 ,3 9 6  . j..... 200 ..... 1 ,5 1 1 . . .  4 ’ 501

: P e r l  i s, . . . . . . . - 190 ................. 95  .

J .  S e l a n g o r 900
! 1

| 60 .. 4 . 3 , 3 4 ? ................ 2,6.19
j
j: T ren g g a n u . . . 223.. . . ........62 692 6 16

I
i T o t a l  -  V/est 1 1 , 0 2 1 • 563 1 3 ,6 3 8 1 8 ,2 6 2
; M a l a y s i a . t . . . . . .  . . .

1 ’

S o u r c e :  V/est M a l a y s i a  A c r e a g e s  o f  M i s c e l l a n e o u s
C r o p s ,  1968 

M in . o f  A g r i c u l t u r e  & C o - o p s .
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V e g e t a b l e s  -  P r o d u c t i o n  ( 1 s t  Q u a r t e r  1969) 

____________ ( In  P i k u l s ) _____________

Table I I I

S t a t e L e a f  V e g e t a b l e s

1
F r u i t  V e g e t a b l e s

S w e e t
P o t a t o e s

1
T o t a l

P e r l i s 350 65 - 4 1 5 .

Kedah 7 ,7 0 0 4 ,1 2 8 8 ,7 0 7 2 0 ,5 3 5

K e la n t a n 6 ,2 7 7  ■ 4 ,2 2 5 2,480 12,982

T ren g g an u 526 714 395 1 , 6 3 5

P ahang 2 0 ,7 0 5 2 5 , 8 7 2 ........ ' 5 ,1 0 8 5 1 ,6 8 5

P enang  & 
P. W.

6,900 ............. 6,300 6 , 40b 18,308

-
P e r a k 2 8 ,8 ° ° 36,840 55,560 121,200

S e l a n g o r 1 0 ,8 8 0 7 ,7 2 0 9 ,3  00 2 7 ,9 0 0

M a la c c a ..93c ...................... 7,200 3 ,1 8 4 1 5 ,  314

N. S e m b ila n 630 765 2 ,1 8 2 3 , 5 7 7

Jo h o re 235,200 26,880 1 3 ,4 4 0 2 7 5 ,5 2 0

T o t a l  
\7. M a la y s i a

322,898 12 0 ,7 0 9 1 0 6 ,7 5 6

•
5 4 9 ,0 7 1

L a s t - Q u a r t e r 321,535 3 49,3 8 3 j 1 0 7 ,3 9 1 |

S o u r c e s  L a p o r a n  Suku T ahun, 1 s t  Q u a r t e r  1969 
D i v .  o f  A g r i c u l t u r e  E x t e n s i o n  B ra n c h
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FRUIT W D  VEGETABLE INDUSTRY OF PAKISTAN : SOME BASIC FACTS

by 

M  Hasan'Khan 
Managing Director 
West Pakistan Cooperative Consumer Society Ltd 
Lahore.

Pakistan emerged as sovereign state on August 14, 1947, 
consisting of two units separated by over 1000 miles of Indian territory.
It isaiand of great scenic contrasts varying from the snow covered peaks 
of Himalayas to the arid deserts of Sind and greenery of East Pakistan. 
Total area of Pakistan is 365529 sq miles, 85% constituting West 
Pakistan only. According to second eensus of 1961 population was 93.8 
millions compared to 72 million in 1951. 54.3% people live in East 
Pakistan with density of population as 922 per 59 miles and 45.7% in West 
Pakistan with density of population as 138 per 59 miles. There is a 
marked trend in urbanisation, urban population increasing by 57% during - 
1951-1961. The percentage of literacy in East Pakistan is 17,6 as to 
West Pakistan which is only 13.6%. The population growth is 2.2% per annum, 
which has now gone up to 2.6%. According to revised estimate of
67-68 the population was 121.8 million.

The total land area of Pakistan is 233.9 million acres out 
of which 71% has been fully surveyed. The index of agricultural production 
rose from 100 in 1959-60 to 123 in 1964-65 (Second Five Year Plan 
Period) . The index for Food crops rose by 21 points, non-food by 43 
points and fibre by 12 points. Pakistan.Js an agricultural country 
and so its main exports are primary products. Lately however due to 

rapid industrialisation, there is a considerable advance inthe 
exports of manufactured goods accounting for nearly 47% of total 
exports. Imports are dominated by capital goods, raw materials, fuels 
and manufactured goods. From 1948 to 1968 Pakistan had a favourable 
balance of trade for 5 years,only.

The growth rate of econqmy in 1967-68 was 8.3% as compared
to Second Five Year Plan rate of 5.2%.

Main objects of Third Five Year Plan are to increase the 
national income by 37%, to provide 5.5 million new jobs, to increase 
foreign exchange earnings to 4800 million in 1970 compared to 3050 
million in 1965, to develop basic industries, to improve agriculture 
through master works programme; to arrest the growth of population 
and to have equal distribution of wealth.
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1. Fruit and Vegetables produced in Pakistan
• ; I. I ■ i : ■ ■

/V large number of -ftults and vegetables are grown in Pakistan. 
The total production of fruits during the year 1964-65 was 3.05 million 
tons for the period .Since L964-&5 the production of fruits and vegetables 
has increased. According to 3rd National Plan target, b^ 1970, the 
production of fruits and vegetables will increase by 26% and 35% 
respectively. '

,’‘i 2. P*ocvifrement of Raw-material Vegetables, and Fruits11 ̂

■ The sources are : ...... 1 ■

1. ’Vftolesale market

2. Contract or tender basis

3. Own orchards

• 4. Sending fieldsmen to buy at harvest time.

; Existence of middlemen commission results in price increase.

The average wholesale prices of fruits and vegetables are 
as follows:

Peaches _ all1 varieties Rs .40 per md.
. Apricot ;i:,; ’’ 28

r;.:00 Apples V,;, / "■ i - >' ; ' 30
■v ; .. Mangoes ’ ' . . " M : 37 "
■ . Oranges " < . : ' 6 per 100

Limes " '-n;r 30 per md.

; Pomegrantes ' " 37 ’’
Pine apples " 22.50 per 100
Vegetables " i 16 per md.
Cauliflower " 12 "
.Peas - " 15
Beans " 15 "
Potatoes ' " ' 22 "

i 'Qkra - ' ; , 21
■ ■ ■ Egg Plant , " 21 "

3 ..Processing Plants t Existing Position;

At present there are 32 registered fruit' and vegetable plants 
in Pakistan - East Pakistan 5 and West Pakistan27. These plants are 
scattered all over the country. For most of the plants no professional 
study and feasibility - ^ti'i'veys were conducted before they were started 
and points like supply of rsnq materials availability of skilled labour, 
supply of power and water, the season of operations, cheap and fast 
communications were ignored. High cost manufactures due to lark of 
organisation and marketing facilities has resulted in many problems.

Besides registered plants, there are about 80 small scale 

fruit and vegetable processing units (mostly seasonal}) catering market 
requirenents,



Quite a variety of fruit and vegetable produces are put on the 
market by registred fruit and vegetable processing factories. 11 
registered factories recently surveyed produced 40-82 varieties.
About 90% of the products are produced from fruit and only 10% from 
vegetables. Juice manufacturing plant produces mangoj orange, 
pomigranate, strawberries, peach and apricot juides. Three plants 
produce essential oils,c^terons,peels * One of the juice plants also 
manufactures concentrated orahge and grape fruit juices,

4. Quality and Standard of Products

The quality of produdts manufactured in Registered factories 
is satisfactory and is upto international standards< whereas in 
unregistered plants theproducis ai*e inconsistent and artificial 
matters, essences and chemicals are exteftsively used.

There is only one^rade of product produced.

5. Type of Operati on. and Processing Methods

The large bulk of products is packed in bottles and jarj§ f 
Canned fruit products are peaches, apricots, mango, pineapple, apples, 
grapes, and vegetable range is peas, okra, beans, egg-plant, ca,b|3age, 
carrots, cauliflower, marrow, bitter gourds, potatoes, moolies, r m m d  
gourds, tomatoes, turnips arid spinach. Sweet corn is also canned in two
factories. Tomato ketchup manufactured by most of the regi,̂ t€tred
plants . • . . r ; , ■

Processing methods followed are based on international 
scientific methods. Except juice manufacturing plants few have automatic, 
semi-Stttomatic machinery and manual machinery. Auxilary machines e.g. 
can-'̂ eai'l^^s are locally pade, ':i; :

6. Problems -

’ , Automatic imported machinery is very costly because home 
machinery had to be amended thus adding to already high cost capital.
The financial resources are meagre and all these factors contribute 
to the high cost of finished product. Labour iaput -output ratios 
are very narrow, thus making labour costly. 1 r < , v,

7. Sugar i

Sugar constitutes 33% of totai cost of raw materials, whereas 
fruits and vegetables costs account for about 28% of total cost.

8. Containers *

Three types of containers are used: cans, bottles and jars.
The production1 mix-up is normally : cans 8%, bottles 70% and jars 22%.



Cost of canning in Pakistan is almost two times than as compare 
to developed countries because tin plate is all imported and can 
manufacturing plants are run under-capacity resulting in price build-up. 
Besides variety of can-sizers are used resulting to obstacles in flow 
production and tbUB high cost fadtors.

Bottles and jars are used mostly. 26 oz. and 6 0 2. bottles are 
used and they are all made in Pakistan. When reused there is breakage du 
washing by 2 .2%. The cost of bottles and jacs are very high.

A 26 oz , bdttle costs 70-78 rps. per gvoss. Ketchup 6 oz. biottl 
cost 36-40 rupees per gross. i : r

; ; ■ ' ' ' ' I :.>/■; 1 . ...
9. Packing Material

A high cost labelling is used R s .70-80 fpr 1000 labels for 
squash bottles, but it can be reduced if size of order is increased. 
Products are packed in wooden cases or corrugated cartons.'Inland 
transportation^by trucks is economical, efficient and,popular. Cost of 
wooden crate is R s .2 to 2^ per 24 containers package.

In general the volume of production of fruits and vegetables 
products in Pakistan is small. All the canning factories have been runnii 
under-capacity. The small volume erf production effects the cost of 
raw materials. Labour an.d overhead costs also increase the price. . 
of finished product, thus making the cost beyond, the purchasing power 
of prospective consumer,

10. Marketing !'ni~

A wide range; of fruits and vegetables are packed and soldi 
These products are divided in main groups. > •.

i. Syrups, Squashes and Juices i is in 26 oz. bottlfe. Varieties
are mango, lemon, orange, pineapple; grape fruits etc.

- .  - .l •

ii . Jams, Jellies, Marmalades and Preserves : Packed in 16 oz.
jars with metal seal or «over. Some.• preserves are packed in

cans . Varieties are man g o , orange^ lime and lemon, pineapple, 
guava, apple, apricot, plum peach'etc..,,,

iii. Fruits and Vegetables : Packed in cans-usually■> of -14.,; 15,_an( 
30 o z . The varieties are mango, pineapples, peach, appricot,

., apple, pear, grapes, grape-fruit, plum and bean, ouva, eggplant 
cabbage; carrot, cauliflower, bitter gourd, peas, potatoes, 
tomato turnip and spinach.

iv. Ketchup, pickles and Chiit'neys> : : These ,,are packed in jars of 8,
14 and 16 o z , The groups include tomato, ketch-lip or sauce,
.mango, lime, pepper or mixed pickles and sweeet chutneys made 
with spices, vinegas&ttd mangoes.

Vinegar , rose waterr and rdse petal paste poured in green 
bottles of 26 oz. capacity and^cans.
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The manufacturer may sell direct to retailer's or consumers, the 
commission agents or sales representatives. The manufacturer sometimes 
establishes his own wholesale or retail stores. The commission agents 
get 8-^10% commission on sales. The wholesales discount average upto 
8.5% of manufactures price*. The credit facilities are very shy and 
local expanses are paid by retailers.

11. Export

A very small percentage of products processed in Pakistan are 
exported. The exports are generally made to UK to cater to the needs of 
Pakistan residents and middle east countries.

Export during 1963-64 of Rs.3*4 million are expected to 
increase to Rs.10 million by 1970. In keeping with 3rd plan target 
for increasing the production of vegetables and fruits from 4.45 million 
tons to 5.81 million tons, it is proposed to establish units of 
dehydrating and canning of fruits and vegetables allocating 24 
million rupees.

Wholesale prices of some brands (rupees, per, doz) a,re attached.

12. Cooperative Sector

There is rio plant under cooperative sector worth mentioning 
except Turbat dates packing factory started with government loan of 
R S .  200, 000. : ; r ‘

At Lyallpur recently a fruit cooperative board has been 
constituted to investigate into the ills and help in their eradication.

West Pakistan Cooperative Consumer Society Ltd (COOP) has been 
recently constituted to open a chain of cooperative supermarkets 
all over the province of West Pakistan supported by integrated productive 
units including vegetables, fruits and meat, fish and dairy products 
distribution etc besides other essential consumer goods. At present
15 supermarkets are functioning and a market share of 3% has been 
secured. Proceaang plants for different food item-s are under installation 
and Coop is entering processing and distribution of perishables on 

professional basis.

There is however no significant role of cooperatives worth 
mentioning in this particular field of activity.

Method of m arketing
11



Brand

Haque

Star

FPL

Khyber

364
Wholesale prices of Some Brands (RUp6e£ per dia>

Mango pine Squash Jams Jelly Tomato Vegetable
apple lemon ketchup Pea9

30 qz . 30 oz . 26oz , 16 02 .4 16 oz . 14 o z . 30 oz .

42.25 - 36,50 - - 29.87 24,50

42.00 40.00 42.00 30.00 30.00 24.00 28,50

43.45 ‘ . 33 .35 *26.25 26,25 22.30 24,25

45.00 - 31.00 24.00 25.00 21.00 25.00

■’ ' "J ' '< '
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INTRODUCTION*

• For many centuries the Philippines has been an agricultural country.
Its vast, water and mineral resources have been the main source of livelihood for 
the great majority of its people. Although there has been a gradual shift, from 
agricultural to non-agricultural activities during che past two decades, agri
culture continues to dominate Philippine life. It is estimated that 2/3 of Philip
pine population is dependent on agriculture and 57 per cent of the labor force are 
engaged in it. The country's economic problems arise from the agricultural sectors 
inability to provide adequate food supplies to the growing population. Studies have 
shown that as money income increases, more qmlity of food are demanded by the consu
mers. This means that the nutritional requirement of the population improves as income 
increases* It will mena more intake of protein rich food like vegetables, fruits, meat 
and milk relative to the inatkae of cereals and other carbohydrate foods.

In terms of the nutritional value, vegetables represent one of the most important 
crops in the country. However, vegetable intake of the Filipinos are low representing- 
only about 52$ of the nutrlonal standards recommended by the Food and Nutrion. j Research 
Center of the Philippines. With the very rapid increase of population growth at the 
rate of 3,2% per year and increase in per capita consumption of 1.256 annually, supply 
of vegetables cannot cope with its prosent demands so much so that the Philippines con
tinually imported from other countries. However, with the government program to inc
rease production the gup between product! .n and consumption requirement is bright.

STATUS OF VEGETABLE PRODUCTION
■>

The t$£al cultivated area in the Philippines is about 7.9 million hectares and only 
about 216,000 hectares is devoted to the production of vegetables. From 1950 to 1967 
the aggregate production of tomatoe, eggplant, Irish potatoe, girlie, radish and beans 
was observed to increase at the rate of A% annually. Average production -vas »bout 
210,000 metric tons. Onion production alone was about 16 million kilos per year from 
.1960 to 1967 (Table 1.)

Kinds of vegetables grown: Practically all different types of tropical vegetable!
can be grown throughout the country. However, in certain regions of the country some ve- 
tables can only be grwon during certain seasons of the year. For instance, some areas 
in the southern part of the country vegetables can bo grown in the year round. The 
most important producing area is Mt. Province where a combination of cool climate and 
adequate rainfall !uvors vegetable production. In the Central Luzon areas, onion, ra
dish, pecafay, cabbage and garlic are also raised. _ / -

... ' _ .

Marketable suno^v. Generally perishables must be used soon after harvest. Tab^ 
2 showed that onions and camote had the lowest estimated share of the total output bapig 
marketed,; 93 and 92 per cent respectively. Eggplabt and mongo less widely grown ranHed 
next in the share of the output represented by the marketable supply. For other itetfs 
practically the entire output was estimated to be marketable due to their perishability*

Fruit production in the Philippines has three general characteristics in relation 
to marketing. First, production is very widely spread. The limited rarvge^&f clim<*tic 
conditions in the country means that all the tropical fruits can be grown almoet ©very-p 
where. Some fruits are heavily concentrated in some areas. Second,igroyr a 
of fruit r aging from avocadoes, bananas, calamansi, down to the alphabet. ThirdP wcNst ̂ 
fruits • 'are produced on small scale basis except citrus and pineapple.. ifixam^es are



are bananas grown on poaiiside, mountaihside and homelots almost every whereof 
The decentralized prb&utttbn‘contribute to higly decentralized marketing 
structure. Fruit product!In aas increased substantially from 1955 to 1967, 
Further increase is to be expected, Among the fruits produced, the output of 
citrus, mandarin lias increase more than five-fold, calaip̂ jsi iĥ s increased 
eleven-fold. Of the non-citrus frf^t in 1967, bananas were most important rej 
resenting over half of the total production (Table 3). Inspite-of these inc* 
reasej} t.he country continue to import, fruits .ud mostly, in fresh form.

Marketable flupplv. All fruits are relatively P:eii,shâ l$s, and unless stor : 
must be properly uped tp, avoid spoilage. In addition, many producers have( 
an immediate need for mc>ney, there, ore high proportion of annual production c; 
fruits 1 produced'are marketed. The marketable supply of various fruits a- 
indicateu in liable A), Bansns as a result of its being produqed on a grea 
number of farms represented 84$ of the total output as marketed!. Mangoes , 
and papayajr, an estimated 9656 of the annual output is marketed. All other 
fruits $ 0  jq̂ yjnore is'marketed-. t >v . .

STA’rOS OF Vi£GE,T&3LE MARKiiTXNG "" "J'Ji ■- H

Marketing of vegetables in' our country varisSy.jd^eXy depending .largely on 
the type of production . involved. D_,rrah; and TionsQji (1969) pointed out that 
th^e are three typesX( -o-f p-po^uction involved jmch.j*S5 1 . those undertaken 
in jhome garden primarily for home se, 2,, those produced as. a secondary crop a 
ter rice ;an4 ;'̂ jpni;aJMkn.3*.'thpae producedon commcrcial/spec^lized either as a 
lar^rScale or truck garden*. The. fijrst two,- dominate the, .fĵ ljLppjLjfte,avegetable 
industry,. . / T-v;j--;0 .... .

Production of vegetables for home-use is mostly widely spread but less
important from the marketing viewpoint. Although the output in excess should 
only be sold many producers sell their produce for lack of cash. In total 
this amount is important component of the supply but -is u^ually small on the 
indidual ofarm or household bi.sis, -

, Vegetables as a se.cpnds,ry crop are planted, after rice is harvested and 
marketing usually, occurs during the .latter part of the dry season. .Limited' x 
numbers of vegetables are involved, but the output is substantial.

The most important area for specialized production; is;\Mt. Province espfe 
ially Benguet whore La Trinidsd Valley, the "Vegetable .Bowl” of the Phili 
pines is located,. Adjacent to the urban areas vegetable truck gardenin 
is very common. ...

: "L ';i MAHK'iTIFCr PRA&3JCES i*DR VEGETABLES

Pre-Sale .practices - r :
Post harvest operations..include removal;^dirt clin^.ng on the the 

vegetable with the use of water. There are no definite standards followed in 
sorting except foilrish potataes and camote. After eashing, vegetables are 
packedin bamboo baskets, crates or saclf conatainer having a mixture of variou; 
gradies, forms and.sizes, In preparing leafy vegetables farmers remove the ■ 
dead aiid severly dsrnaged parts, Green and leafy vegetables aire sold by weight 
thus farmers don' t remove parts of the plant iihan absolutely necessary thus 
more loose leaves end larger stalks are left than maybe desirable for ship
ping to distant market. U;

fhe most common packaging materials used by vegetables fartaers are ju&e , 
sacks,, kaings, bamboo baskets .and wooden crates. From the stahi^oint of keep4? 
ing spoilage while in transit -to minimum, wooden crates would b<3 liighly pr®- * 
ferable, However, the most commcin material, used are bamboo'baskets and "kaing* 
because the^matef^ais, are reiailvety cheap for its '.’•one way use", 1
Bamboo baskets and "Kaings" ard constructed with weak structure and such si; 
to contain 30 to 35 kilos. In loading them, they are laid on their sides
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and one contain r is jlac6 on top ofnthe other# Since these containers have 
no sidewise strength so much losses'in all but on the top containers have been 
incurred which eawunted to 20-30/6. j '. ;

- Lr r-
Transportation!

Practically no transportation especialized in haftling of vegetables is utilized 
at present. Freight trucks, in-land transportation, and inter-islands vessels are 
uted to transport a variety of commodities. The ■,Philippines is composed of 7000 
islands which means; tMt: the dgvelfepment-^f inter-islands facilities,are very es
sential. There’ are hundreds of small ports which -re congested and not well main
tained, Added to the lack of transportation facilities are the absence of farm to 
market roads.  ̂ -

Storage •

Production of.vegotables in theVcpunlry is highly seasonal, f*eak harvesting 
ao£1̂ 6dcuifs during the first six months of the year and low during the second half. Sinco 
' jmd3t vegetables are highly perishables., ja4equate ahd efficient storage :facilities 

!to keep the commodity longerjis very critical from the point of view of providing 
adequate renumeration to p^d^cer^'and making £iie commodity i.available tp consumers. 

Storage facilties for v»getibles at the farm level are very crude, Vegetables 
are kept'at ordinary room temjaejv.tut'e in the house, or improvised bodega. Containers 
used range from juts sacks bags to wooden “boxes^i It was estimated that losses due to 
poor stor^geis" about 1-Bkg pe£ i^Okg stored! p-eri-week.

Grading and standardization . vlov’jj
A t  , "ji i t  j ' ' “ :.L t

At present ; the only vegetables ’that has been standardized by Bureau olf Stanc ardf> 
is potato. Although the law authorizes the Bureau of Standards to promulgate grades 
for all types of commodities, it has been greatly hampered in its work due to lack 
of porf&Wael. The GREATER MANILA TERMINAL POOD MARKET INC. (GMTEM) has establishe« 
grades for different fruits and vegetables (Appendix ‘ A). Added to the problem 
of standard grades is the problem of no standard unit of sales for vegetables. The 
procedure is to sell vegetables by heed, by piece or by kilo.

In addition to problems related to the various marketing practices mentioned 
above the following beset the marketing of our farm., products especially fruits 
and vegetables,

1, Inadequacy in the distribution process such as haphazard marketing 
channels, costly interruptions in the transport of goods or lack of up to date price 
and marketing ^information.

2. Dearth of marketing credit
3/ Lack of quality control J

I
All these problems trij^er a chain reaction which make life miserable for all,^ 
Farmers get low income t.s they ere forced to sell their product middlemen -Jwho i#S-
ually dictate the price,

PLANS FOR IMPR0V91ENT 4

feSpondi?g to,the lone felt need to establish an., efficient and effectife
tablished ^  MMNLA 51000 TiSHMINAL MARKET ING,(CMTBM) was es
tablished ^  1968. It ;.ha3^authorized capitalization of ?160 million ($27lillion) 

The GMTJM envisioned the following objectives* ^
1. To reduce and/or stabilize farm prices. jf ' "

incrc'f®d Sild ^Proved the quality of farm produce, d  /
j fe sP01ldS's and waste of perishables through mechanized handJAg. and 

modern storage facilities, »
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4, Sliminato undesirable distzlbution practlcQd . .. ^
D̂oto'TOtne superior varieties of food crops from standpoint of nutritional value 

6. Establish an efficient food marketing system including advanced trading tech
niques to prevent hoarding j of .•gbodirignd price manipulation as Well as market 

i i j  £oinf6rmation system that will benefit all groups involved in the marketing and j
production of farm produce. J
Ihe in^Ortan-t !fmatures of aiTBtf will be the provision o£ financial assistance 

for producers/farmers;cooperatives and trucker merchants. Providing loans will eli- 
; minute the traditional dependence of these group upon unscrUpolous financiers.
Production loans will be granted to buy the necessary inputs. Commodity loans again*
goods covered by warehouse receipts amd. marketing loace to be extended mostly thro 
marketing cooperatives to finance costs of warehouse construction, acquisition of " 
grading and transportation equipmont. ""j

The GMTfM will provide space and facilities for the farmer’s produce «.'fiach aso 
wholesale stores, fam^r1 si shade, auction halls, central warehouses, central ref- 
regefated Storage, rail system, repacking station and auxilliary services such as j 
donnitori.es, restaurants^ banks and maintenance shops. . '

, Anbthef important feature of the tenminsil market is tfee promotion of the j
/XaOTer&r:tnarketing cooperative. To make the CHTIH. effectively operational, it must | 
‘be assumed ‘that a significant volume of desir&t'le types of farm food commodities If 
zfd channelled ‘ through the •market. As fat*in planted to individual crops are rela-11 
tively email and widely 'scattered it;is physically impossible for 01101 to deal %i1|j 
them individually. The alternative is to organize them intou^cooperatives, to 
dsal with the existing cooperatives or to reactivate dormant cooperatives.
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Table 1, Production of important -vegetables in the Philippines, 1950-1967

...... V^JABLBS ___  ; ■:! _  1950 1955 I960 J.965 _ 1966 19679t

million kilos
Sggplant 19 66- 53 47 52 54
Pechay 2 8 10 13 14 14
Garlic 1 1 6 11 11 13

s Tomatoes 16 59 53 73 72 74
. Cabbage 5 17 29 32 32 35
Radish v< 13 11 10 - 10 10 10

'DOTAL 66 164 162 185 192 200
Others* .\. j.

Dry beans ------.... 5:... ....13..-... -..12 ... 7 ... 7 6
Mongo 10 27 30 18 17 15
Onions 13 17 15 16 16

.Irish potato • — §J -.... 7...... ~ .7 . ... 16 . . 17 17

Total 87 --■ ~— 224 228 241 249 254

------ -' " i  =. ’

dj- Not available \ -
Source: (-Bure?-:u of Agricultural Economics, Dept. Of Agriculture ; and ..Natural

Table 2,

Resources,

Approximate.:

^Philippines ::

mark •.ti.ble supply of vegetables, Philippines, 1967

—r-———————---

l i'riM.... - -Production-
(Million Kilos)

Per Cent For 
................  P-----------—

Home Use : Marketing

Approximate Marketable 
^pply (Million kilos)

Bggplant ■ 54 Y-, r 4 ; 96 1 r' *52
Pechay ..14...... Insig. —100 14
Garlic 13 1 . 99 ..... ... '13 .
Tomatoes 2;.. 74 2 ,,7 98 73

, f ' 35Cabbage m : 35 n: Insig. ^  100
u 100Radishes \v 10 Ineig. ' IP

Camote 687 7 93
& « rDry beanS 01 6 Insig. >:; 100

Mongo v 1 15 c> 3 cc 97
Onions 16 8;. . 92 15
PototoeS 17 V o Iqsig. 100 IV

Source; Darrah. and Tiongfccn, Agricultural' Marketing in the 'Philippines
U.P.C.A, College, Laguna, Philippines nojti j xcr? \c
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TA3LS 3.- Production of important fruits io the, Philippines, selected 
years

YEAR Mandarin '’r °0range&’ Calaroansi Pomelo
Total

1940
1946
1950
1955
I960
1965
1966 
1967

3
4 
3 
6 
12

: 29 
31 
31

Billion kilcjs 
r  3 3

3 2
4 ; 1  
6 1 
7 4
9 10 

-v 9 11
10 11

i

6
10
12
17
22
2-3
25
27 i

13
21
20
32
43
,71
75
79

. i
■V

1 «■ ■. . > ; • '̂v' *■*'1 V. G t x
n  Non-citrus Fr\$its

Year-- Atis ____  Avocado ~ Banana Caimito Chico Guyafaar

■
f Million kilos

1940 3 g/ 669^~:*>': s/ 5 >
1946 —- ■ 2 J >. 3 505 : .' 1 v 4 1
1950 2 3 584 .. 1 ' ' 1 5
1955 2 3 295 "■■'2 2 4
I960 2 6 . 307 4 3 5
1965 : 3 i 14 . 685 12 6 8
1966 __4 . - v 16 683 14 ' 6 10
1967 4 ; ;..... ~. 765 _ 7 10
-b-.I,--—w, ■-— *■*—.--r——. ,:'rY Non-citrus fruits (concluded)

... .

-" .....—-.*3 <

tear Jiacftfruit̂ i
JOi.

Lun zones Mongo Papaya Pineapple Watermelon

■•'V Million kilos
.1940 90 10 45 55 25 12
,1946 75 10 . 42, 30 14 7  4
# 5 0 73 10 41i 35 57 ' 6
^ 5 5 73 10 41v 35 57 J 6
I960 67 18 50: 32 103 12
1965 73 22 129 59 -j 176 ' 19
1966 80 20 131 58 ■ 188 21
1967 • 85 22 • 134 62 208 17

n.Ji

g/ .5 million kilos ,smiles?
Source: Bureau of Agric. Sconomics, DepaHiaent of Agriculture and Natural

Resources, Philippines
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Table 4- Approximate marketable supply of important fruits, Philippines, 1967

i m
M i i C m o s V

^er Cent 
Home Use

For
Marketing

Approximate 
Marketable SudoIv

Ci trus
Million kilos

Mandarin '
'' '

31
• - v.. - * -

Insig. 100 ' 3 1  31

Oranges 10
■ •' ■{ 0

. 2 V ■ 98 10

Calamansi 11 Insig-. 100 11

Pomelo
ii' - . - \

27
■.s'')-... A' ,.*J

Insig. 100 27
. | * -,A

i- • i't ^  ‘

Atis 4 ,
InSlg. 100 4

Avocado 17 -mo;
4 2 98 17

Banana 765 16
,.v t .. ;•!.»

84 643

Cuimito 16 2 98 16

Chico 7 Insig.
VV;' *

100 7

Quayabano 10 Insig. 100 10

Juckfruit 85 2 98
ir-:.

83

Lanzones . 22 • Insig. 100 22

Mango x% , , . 4 96 ': 129

Papaya 62 4 96* -:nis'"' .?*-*■•*_ 60

Pineapple 208 . .
f "! 1..)

2 98 c ‘ 204

Watermelon 17 Insig. 100 '' 17

Sourcei Darrah and,J^onson, Agricultural Marketing in the Philippines:. 
U.P.G.A* Coiiege," Laguna, Philippines, 1969!
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AvocaSo 

Banana* 

Btmgolan 

Lacatan 

a, Latundan 

Saba 1 

Caimito 

"Chico 

Calamansi 

Guayabano

- r*;
APPENDIX A

GRvDBD FRSSH PRODUCE 
by the

GTCiATSR MANILA TERMINAL POOD MAHK3T RSSJSARCH STAFF

FLCWSR VSCBTABI^Sv -

Brocolt '* -*0.j 
Cauliflower

LSAflC VBG3TAiL3S

Cabbaged

Celery

Chinese CabbSg; 

Leeks

f

a Ornag^; : 4

Lanka

Lanzones l

^•nl
Mandarin Orange 

Mangoes j. 

Papaya
r-

Pineapple 

Pumelo ■.{,,] 

Strawberry 

Swinkom ; 

Valencia Orange

Lettuce(head) 

Lettuce (Le;_g) 

Mushro.ms 

Pechay

. -Melon

Calabasa ’

Chayote

Chicharo

Cowpea

Cucumber

Sggplant

Habitchuelas-

Lima beans

Upo

Cantaloups

Honeydews

Watermelon

Okra

Papaya (Green)

Patola

Sitao

Sweet Corn

Sweet ?epjjer

h

r
SUBIiiRRAHSM VEG^TABL^S *

Peanut (Shelled) ;

Peanut(Unshelled)

Beets (Topped) 
Ca
Carrots

Gabi

Garlic

Ginger

Onions, (bulb) 

Onion(Green)

Potato 

Radish 

Turnijs 

Swe;t Potato

Source* Dolendp, hi Gr§idiftg #id Standardisation,!! Paper presented at tha UN-FAO 
Seminar on'Ma3ck̂ M3Wg. ,o£; Fruits and!Vpgei^bles.ift,ASis and tiie Ifer

Bast held in Manila, Philijoinos, Dec.l0-20j"1969 :•

4 1  7
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Marketing of Fruits and Vegetables in Thailand.

By

KAHN CHTJVARUOHD

Wide varrities1of vegetables are grown in Thailand and their 

commercialized growing mostly is around the radius of km. 50 of the large 

cities. There are some winter crops which'require mild and cool weather 

growing in the northern part of the country.

The situation is different with fruits growing. They are

grown in accordance with the suitableness of soil, weather, amount of rain

fall and land availableness, particularly fruit trees. Consequently,

it is normal to find large plantation of some fruit trees in some' certain 

part of the country.

Growing of fruits and vegetables is increasing. Naturally,

it is because of the growing population, growing demand and marketing

efficiency.

Type of Market.

There is no perfectly organized market for fruits and vegetables. 

In principleit has local agents functioning locally for collection, 

wholesale agents and retail handlers. There are terminals where traders 

perform their wholesale trade. These terminals are provided by the 

Government (internal Trade Department, Ministry of Economic Affairs) and 

by private enterprises, and they are accessible by trucks or boats, or both.

Method of Sales..

Integrity of those who involved in this of trade separately
■ , * 

sets rules of sale in itself. Some wholesalers Sfe.H commodities on 

commission basis. In this type of sales, there is chain performance 

between wholesale handlers-, local collectors and growers. Some advances 

use to be given to growers., Methods of sales in terminal markets used are 

both tender and FOB sales. , The latter method is adopted also by some 

growers or local collectors. It is to be understood that sales are not 

totally made in cash. Condition of: credit sales on terms both parties 

agreed upon are also practiced. ■ •
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Grading and Standardizing

Trading in fruits and vegetables is keenly competitive, 

particularly as vegetables are too perishable. For vegetables, their 

standards grade bases on their freshness, age and size. Grading is made 

at local collecting points. It is regraded at wholesale markets in order 

to ensure their freshness because, transporting in bulk, some may be 

spoiled. ....... .‘..I. ■

Packing and transportation.

Packing varies according to crops and type of transportation 

used. Vegetable's growing in the vicinity of the iq.ity an4,.;for daily 

consumption are transported in bulk and unpacked, . Soraie asparagus,, onion 

or spring cabbage which are transported from, the distance (Northern part 

of the country ̂)by rail are-packed in bamboo .crates. .It is-also for longan, 

rambutan and lichee. Some fruits such as citrus are packed in wooden box.

Process fruits and vegetables.

As mentioned, growing of fruits -and vegetables is increasing; 

it is therefore natural that, production exceeding demand for consumption in 

times it gluts.the market used to be happened. Production of pineapples 

had ever experienced such consequences. Price dropped to'the negligent 

point, much lower than cost of production and growers badly suffered. 

Canning and processing industries were organized to solve above problem. 

Now, fruits such as longan, rambutan, waterchest nut, grape, lichee, 

pineapple, young corn, bamboo shoot and some vegetables are canned. Some 

are processed into jam and marmalade.

Farmers Market.

The government is of concern to proniote the production of 

fruits and vegetables, since it is an important 'daily diet. Endeavor has
V' ' '? • * ’ ’been made to stabilize the price. Providing market place where farmers 

will have a direct part at wholesale market such as mentioned earlier is 

a result. It also organized the sunday market,, the weekly meeting place 

for housewives and-.farmers, where they can have a direct trade to each

other. ■■■ ' ■ ;-v.

- 2 -



Price, demand and supply.

Naturally, demand and supply influences the price. It 

usually happened that growers or local collectors destroyed a lar^e

portion of vegetables harvested. Such practice was adopted in to

keep demand becoming strong.

The Ministry of Agriculture is now conducting the study on

in this face of transaction. So far, no report of this nuture is

available. But since fruits and vegetables is perishable products, it is 

understood that, large part of price formation is attributable to marketing 

costs.

Cooperative Marketing of fruits and vegetables.

No cooperative in Thailand, so far, handles fruits and 

vegetables. Officially, there is yet no plan to pursuade growers to 

organized into cooperative society. Since Thailand professes free 

economy, matter is left to growers' own consideration and it seems that 

they have no need at present to form themselves into cooperative 

society. Besides, business in this field assumes much ris)-. and 

cooperatives are not yet experienced.

Marketing of fruits and vegetable in future.

Thailand has more potentiality to increase the production of 

fruits and vegetables. Processing and marketing efficiency play important 

part, besides population growth, in creating demand. Fresh fruits and 

vegetables are sold now in the supermarket and in the department stores. 

Canned and processed fruits and vegetables are in shops during off-season. 

Some are exported. Those who are involved in this face of business are 

untiringly working in promoting the sales so that the increasing 

production will be met.
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ICA / CUAC REOICNAL SEMINAR ON » MARKETING OF FHJITS AND \r0GETA3LES 

THROUGH COOPERATIVES:’, TOKYO, JAPAN 17th to 27th MAY 1970

Recommended temperature, relative'humidity, approximate storage life and 
highest freezing'point of selected fresh fruits and vegetables in cofin&#rcial 
storage -.USA >

FRUITS

For Information

Commodity

, °F

Approximate
storage

period

%

Highest
freezing
point

°F

Apples 30 - 40 90 3 - 8 months 29,3

•Apricots 31 - 42 90 1 - 2  weBks\ 30.1

Avocados ' ’ 40 - 55 85 - 90 2 - 4  weeks 31.5

Bananas 56 - 58 90 - 95 - 30.6

Berrico - Rospberries 30 --32 90 - 95 2 - 3 days 30,0

Strawberries 32 90 - 95 5 - 7  days 30.6

Cherries - sweet 30 - 32 90 - 95 2 - 3 tfieeks 28.8

Dates 0 - 3 2 75 or less 6-12 months 3.7

Figs - fresh 31 - 32 85 =90 7 - 1 0  days 27.6

Grapes, Venifera 30 - 31 90 - 95 3 - 6  months 28.1

Guavas 45 - 50 90 2 - 3  weekfe& * ;;'V:

Grapes, americafiu ' 31 - 32 85 2-8 weeks 29.7

Lemons ’v'' ' v, V'\ : " 85 - 90 1 - 6  months 29.4

Limes 48 - 50 85 - 9$ 6 - 8  weeks 29.1

Lyehees 35 90-05 3 - 5  weeks -

Mangoes 55 85-90 2-3 weeks 30/3

Oranges - Florida 32 85-90 8-12 weeks 30.6

Papayas 45 85-90 l-3weeks 30.4

Peaches 31-32 90 ] 2-4 weeks 30.3

Pears 29-31 9 0=95 2-7 months "‘29.2

Pineapples 45-55 85-90 2-4 weeks 30,0
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Commodities

2 .

Vegetables

Tempetature

°F

Relative
humidity

% .

Approximate
storage
period

Highes
treezj
point

°F

Asparagas 32<-36 95 2-3 weeks 30,9

Broccoli - V-...r, , 3 g 90-95 10-14 days 30.9

Cabbage, Chinese 32 90-95 1-2 months -

Cauliflower 32 90-95 / 2-4 weeks 30.6

Celery •;i-Y.. 32 90-95 2-3 months 31.1

Cucumber 45-50 90-95 10-14 days 31,1

Garlic, dry 32 65-70 ■ 6-7 months 30,5

Gpeensleafy- 1,32 7 7 7 .
90=95 10-14 days -

Kale 32 90-95 10-14 days 31.1

Lettuce 32 95 2-3 weeks 31.7

felons - Cantaloup 36-40 85-90 15 days 24.9

j Honey dew 45-50 85=90 3-4 weeks , 30.3

Watermelon 40-50 80-85 2-3 weeks . . 31.3

Mushroom 32 90 2-4 weeks 30.4

Onions - dry 32 65-7$ 1 - 8  months 30.6

Peas - green 32 90-95 1-3 weeks 30.9

Peppers - chili Cdry) 32-50 60-76 6 months ’’' ii': ■.

- sweet 45-50 90-95 2r-3 months : 30.7

Potatoes - early crop--see note '

Tomato - nature green- 55-70 : * v 85-90 1-3 weeks 3,1.0

- firm ripe
• V'lV;

45-50 85=: 90 4-7 days . 31.1

• i ■

Commercial Storage of Fruits and Vegetables - USOA - 1968

■'I af(
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For many fresh fruits and vegetables different varieties will need 

different storage temperatures and each often requires different storage 

periods. The following summarize a few of the main fruits and vegetables.

Apples

The range of temperature as shown in the table covers the requirements 

of most varieties, although as a general rule, the temperature falls between 

30-32°F. Somewhat light temperatures are recommended for several varieties 

because of tieir succeptibility to disorders induced by low temperatures.

For example, Jonathan apples sometimes develop soft scald in storage at 

32°F-, McIntosh pples should be stored at 38°F. The light storage temperature 

for varieties such as McIntosh is compensated by controlled atmosphere 

storage, methods which may double storage period of that in regular cold 

storage.

Pears

Yariety storage period at 30°F - months

Bartlete 2^ to 3 months

Bose 3 to 3 \ months

Parkham 5 - 6  months

Potatoe

\s a general rule potatoes that are free from serious bruising and decay 

can be held 4-5 months at 40°F, if they are cared four days or longer 

at 60-70°F before storage. They can be stored 2-3 months at 50°F without 

curing.
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Regional Seminar on. Marketing of Fruits -and Vegetables through 

Cooperatives, Tokyo, Japan

Questions f OJ' -Group Discussion -oo. 25th. May 1970

Group A :

If your group were to influence the Agricultural Credit Administration 

(ACA) and the Cooperative, would you recommend the ACAjCooperative 

Financing-marketing scheme? In explaining your answer pieas© consider 

the cooperative capital formation programme, pricing policies, 

liquidation and mode of payment ete.

Group B :

If your group were to influence the Greater Manila Terminal Food Market 

(GMIFM) and the Cooperative, would you recommend the GMIFM - Cooperative 

Marketing Scheme? In explaining your answer please consider the 

grading, guaranteed floor prices, mode of payment and liquidation etc.
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Regional Sem inar on Marketing of Fruits and Vegetables through 

Cooperatives, Tokyo, Japan

Questions for Group Discussion on 26th May 1970

1. If you were recommending to your governments or cooperative the need 
for marketing research in order to diminish the risk of marketing fresh 
fruit or vegetables either by over-producing through no plans or 
producing too few fruits or vegetables through traditional planning, 
which institution or institutions in your countries should this marketing 
research take place? Should the research be conducted by one group 
or subdivided into a number of groups? ’Vhy?

2. Commercial advertising usually has negative reaction to the 
traditicnal cooperative group. If it is desirable to advertise for 
marketing fruits and vegetables, what recommendations can we make 
to moniter the advertising. Is it desirable to moniter the advertising? 
What role does the consumer oriented marketing research have in 
guiding the cooperative advertising?

*



k / CU^C REGIONAL SEMINAR ON ** MARKETING OF FRUITS AND VEGETABLES THROUGH 

IPERATTVE3", TOKYO. JAPAN . 17th to 27th. May 1970

Division -of Group* for HrxKip- Dis«iiasi.oa

Mr H  Wi-rkxaj»asii\ghe, Ceylon

Mr J .B.L.Khaehi^ Iadi-a

Mr V,G,Puranik, India

Mr Mehdi Hendesi, Ivan

Mr Lee Duk Hoon, Korea

Mr S „T.Sundram, Malaysia

Mr Hamid Ahmad > Pakistan

Mr G.R.Spinks, FAQ

Mr A Israngkul, APO

Mr Narciso Deomampo, Philippines

Mr K Tsutsumi, Japan

1. Mr G*K*Sharmat India

2. Mr jiLmesiuuiur Qash„ India

3. My Kim Seong K j| Korea

4. Mr M  Arulandan, Malaysia

5. Mr Cheong Chong Shing, Malaysia

6. Mr Hasan Khan, Pakistan

7. Mr Kahn Chuvamond, Thailand

8. Mr K T«rt«nof .Japan

9. Mr E  Chobanian, Resource Person

1 0 / Mr C.J.R.Bogollagama, "

11. Mr B.G .Lowe, "

12. Dr V.U.Quintana, "

Each group will eleet its own Chairman and Secretary.

Reports of the Group should be prepared by the Secretary and submitted
o the office the same day so that copies ^puld be circulated to other 
articipants in time for the plenary sessions on the gnoup discussions.



ICVJUAC R3GI0NU S£MLv\R ON ,,M'V£8vi3Tl.,iG Of FRUITS W >  

V3CET\I-LES THROUGH COCP^RXTIV^S”, TOKYO, J\^AN

QUESTIONS FOR GROUP DISCUSSIONS O N .

May 22, 1970

1. How and to what extent we can introduce planned 

production for quality control and effective marketing 

of fruits and vegetables through cooperatives under 

the present conditions of the countries in the 

Region? Can production also be influenced by day to day 

market conditions?

2. What marketing facilities are required for and how 

the cooperatives at different levels can provide 

them?



Tokyo. Japan

REPORT CF GRCjJF DISCUSSIONS : GROUP A 22nd May 1970

Chairman Mr G  R Spinks

•Secretary Mr •j.rl3jrL.J£liaeh.i

V'- ■ . ... ' •' ' Wl ' . i i ;
, • • ; I ' t • ■ ■J • 1 v i. i • ' ’

i. ' ‘ . .. ' i ‘ , ‘ ' ‘ ' h/
Question 1. • i ■' ■'

Japan and Australia axe beyond tbe .parviev of this gzoup in view 
of their peculiar e-aad.itions-. , ,

The group was of the Opinion that within the developing countries of 
the region, there is limited scbpe for the inttotiu*£iQa of planned production- 
for quality eontixaJ. and effective marketing, Nevertheless, it has been 
ac«epted that the objectives are indeed .laudable, The seasons .for this- opiniob 
&re-

... U . ■ ' ' ' '■
LacX of •teehn.icaj, skills in agriculture for the majority of producers.

2. The highly seasonal nature of prodae£&oo parti#nuizuJLy because of 
limited variety testing aspect of vegetables,

3. The range of fruits and vegetables which are consumed in tropical 
and sub-tropical areas of the region is very large, e.g. in Thailand 
it has been estimated that the main market in Bangkok handler over 100 
different varieties of vegetables during the year. This may be 
largely true of other countries especially like India, Malaysia

' Ceylon and Pakistan. . ;

4. The absence of acommercial outlook towards agricultural product ion';by
: producers. However, this will depehd'on t he pattern of markets emerging
”in the differentcbuntriesoftheregiOn as a; result of the proper

i fixing of prioritiesiFor instance, the domestic markets will have to
r directly rely for their supplies etc. in bulk to institutions, both
it: ■ gbve;inment< pndpublic.1 ; - ,■

5; Lack of adequate and timely supplies of farm inputs like fertilizers
and irrigational facilities.

£
For cpality control the group felt that it is highly desirable 

to have the quality control but at this stage it has limitations in this 
region . To be effective it would require standardised grades and the 
implementation throughout tihe entire marketing system as well as 
coneid*.T#bile. consumer education in quality aspects.some of which are 
foreign to consumers in this region, for example,, shelf-life.
In low income countries any sophisticated gradinjg system can add to 
consumer prices. Cooking and buying habits for the bulk of consumers is not; 
conducive to quality control systems at this stage especially for domestic * 
markets, though this is a must as far as the international or regioaal 
markets are concerned.

Regional Seminar on "Marketing of Fruits and Vegetables through Cooperatives"
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This group has assumed that the word 'production' in the question 
means day to day marketable supply. However, it was agreed that past day 
to day price fluctuations may be useful in forecasting production and 
marketing plans. To be effective the marketable supplies could be .influen
ced by an efficient and effective market news and information service to 
growers. However, only rudimentary steps have been taken in this 
matter throughout the region . Depending on the market at which the 
produce isaimed day to day movements in prices may have no place, for 
example, in contract, production for home consumption, prcieessing and 
export facilities will have to be explored in order to maintain stable 
prices and guarantee "assured markets". The group alsq assumed that in the 
context of the questionstandardised grades for fruits and vegetables 
have been implemented and enforced. If not there is probably a need to 
enforce them, befo<e .getting benefits.

The group vas unanimously of the view that cooperatives in the 
introduction of planned production, quality control and effective lriarketiy 
could be really useful. However, the cooperatives should clearly 
be aware of the markets which the^ are aiming at, fresh produce (insti
tutional- and c m  sumer) , processing and export marketing; it was agreed 
that the cooperatives in the region should aim at markets which they feel 
they could supply and it, .was .^tressed, :tfeat fin dome-st&c marketing

i 'of fresh 'frUits and vegetabIpjS (for bulk supplies) institutions ! 
rvi ’’̂o U l d  fcfe1 giveii m g h e s t  priority. The supply of raw-fnateriaT t o •processing 

units1 i* another" area at whjich cooperatives can- introduce all the important 
•- marketingfacili ties' and services mentioned above. The export trade'

will have to be planned on sound and efficient basis. It was also fê lt; 
that intra-regional trade should be a benefit among cooperatives by~ 
supplying temperate fruits like apples etc. from India, Pakistan antfL 
K o r e a H o w e v e r *  <Lt was. al«a~-realised that the cooperative movement 
still requires considerable strengthening of the general marketing abilitie 
in terms of finance, training, management personnel, member education 

! artd 'discipline, " ' " ;U':

vjuestipn Np.; 2; . ... ( . t::

The group was of ttie vie\v that the required marketing facilities 
will be determined largely by the market at' which the cooperatives aim at. 
The group also felt that the outline provided by Mr Nakata isfi i . ^

., more than adequate to show t h e  facilities needed by the cooperatives 
. at different levels but also stressed the difficulties the ;developlng 
countries are: facing' in finding firiance and trained technical and 
managerial personnel;5 Some1 concern Was expfe^sed ,that care should be taken 

that the capacity, -methods and management of these facilities should 
be. determined by detailed pre-investment feasibility studies. Such 
studies should cover both technical and economic aspects. Within 

,... the region it was f e l t  that cooperative movements without considerable 
governmentfeupport would be . able td provide facilities for specialised 
mazk ets such as high income export m a r k e t s  and specialised processing 
units . , : oJ

Marketable Supply
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The questions were discussed in detail. It was felt that.

planned producti-on in Japan ha* created fxric-e-umbj'ellah for produee«9 keeping 
the&KhJjfcberests as foremast- and consumer privileges have been ignored. Mr OkadJ 
Agreed that consumer group is weak because economic structure, is passing 

-through transition period and marketing channels, upto consumer point are 
still undergoing prooess of rationalisation. And so far as Japan is concerned „ 
the introduction of "support price" concept may be a necessity for some 
time.

The group was of the view that quality eootr&ls can also be 
achieved otherwise as in the existing situation the planned production 
is not strictly resorted to by countries in the regioij. The mechanism 
of demand and supply works and quality controls involving controls and 
inspection at various segments of overall marketing mechanism are 
practised although the degree of control differs due to lack of know-how 
and facilities and climatic and local conditions. Cooperatives, should, 
however, try to improve the existing situation through advanced established 
practices existing in different efficient economies.

It was also pointed out that in some countries of the region 
the harvest period is short and the markets are flooded resulting to 
various problems in this field. However quality controls along with 
modern storage facilities need be provided in order to regulate supply, 
minimise perishability factor and bring price stabilisation. Although 
this requires resources, cooperatives should make arrangements to further 
strengthen the movement to ultimately save the consumer from malpractices 
of the private trade.

The discussion closed at 16.40.


