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Chapter 3

AGRICULTURE, FISHING AND FORESTRY

3.1 Overall Trends

The agriculiuse sector recovered anly partially in 2002 from the
adverse offects it suffered from the severe drought in the
previons year. The oatput of major agticnltural produce, viz.
paddy, tea and rubber, improved from the low levels in the
previows year. Paddy owiput grew by & per cent owing to an
inciease in both the extent sown and the extend harvested during
both Maha and Yala seasons. Favourable weather contimeed to
prevagt during the vear and the availability of irmigation water
enhenced the acreage under paddy. which also resulted in a low
availabiliey of land for oiher field crops. Except potato and
so¥beans, the extents and the production of abl the other field
crops dropped dusing the year compared to 2001. Poalo output,
which has shown an increasing tretd during the last few years,
under a high impor tarilf prolection, increased by a further 53
per cent during 2002,

TABLE 3.1
Production and Price Changes of Major
Agriculural hems
% Changa in
Kem Unit Producion 200112002

200% 3 Produckion  Prices
Tan Ko Mn. 295 50 ar
Fubber Kg Wn. B85 52 254
Cocohul  Muls M, 2,769 -136 849
Pagdoy AT 000 2,835 6.1 13.0
Sugar T 000 T} 215 233
Figh MT Q00 a5 58 34

Sourcas :Central Bank of S Lanka
Ratevant Authvrites

Tea production, which declined during the previous year,
recovered remarkably and reached an afl time high output of
310 million kg. Rubber output, which was on a declining trend
during the last few years and reached the lowest oulput in 2001,
improved by 5 percent in response i an improvement in local
and intemational prices. However, coconut production, which

-declined during the previous vear, dschined further due to the

lagged effect of the drought, which prevailed in 2081, Sugar
eutput also deciined due to a shortage of sugarcane intake at
both Sevanagala and Pelwatte factories.

3.2 Agricultural Policy and Institutional
Support

Unliks the policies on other sectors of the economy,
agricultural policy is much roare divetse. 5L spans a vast area

covering environmental protection and management, bio-
diversity, sustainability of the sector, infrastruclure
development, wasteland and watershed management,
agricultural research, agricwlmral lechnology and lechnology
transfer, input management, agncultural diversification, extemt
of liberalisation of both domestic and international trade in
agricultural products, intervention in pricing, iMervention in
production. prodecting intelleciual progerty tights. developing
policies on new developments such as genetieally modified
preducis, developing an incentive sysiem that does pot lead to
distoriions in resource allocation and moral hazard in the long
i, extension services, and welfare of farmers and censumers.
The process of policy making becomes even more complex
since the agriculiure sector is strategically important in the
political process.

Agricultural policy has been aided by a healthy
envirenmental policy being adopted by the Ministry of
Envirenment and Nawral Resources. Among cther activities,
the Ministey pursues a soomd policy on managing the country’s
biodiversity and natural resources. The Ministry has taken
several steps to prevent land degradation and desertification,
improve water conservation, and facilitate biodiversity
plarning. The Ministry was actively engaged in inteoducing
proper land use sysiems and soil conservation measures to
ensure a balance betweea production and protection in a
sustainable matmer in the critical watershed arcas.

The Ministry of Trrigation and Water Management has
been managing and developing major irrigation sysiems, and
implementing the government policy of panticipatory irmigation
management 0f major and medium schemes under its “Wap
Haula' Programme. This programme aims at facilitating an
efficient, effective and sustainable joint management of waler
rezourees for improved water and land productivity with
beneficiary participation. The préegramme is expected to
enhiance farmer incomes and wansfer environmentally favoured
impraved agricullural technology 1o obtain high yields with
better water management practices.

Itrigation infrastructure was forther developed by the
Mahawsli Authority of 5ri Lanka. The “one-area-one-product
programme’ attempled to concenltate on producing more
profitable agricuiturat and animal products in one area, 10
increase agriculrural produgtivity 1o improve market linkg and
exercise optimal wtilisation of imigation waler.

Marketing infrastructure was improved with the acion
taken to establish Dedicated Economic Centres (DECs) i the
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main froit and vegetable growing zreas. These centres provide
aconvenient trading foor for farmers 1o sell their products to
the retail and wholesale dealers directly and obtain a better
price for their produce. 1t is expected that the two DECs at
Meegada and Embilipitiya under construction at end 2002,
will provide opportunities for the rural commuanity in thase
areas,

The marketing infrastrocture was forther enhanced with
the promation campaign of the Forward Sales Contract System,
introduced in 1999, among Farmers, buyers, bankers, policy
makers and the general public. In 2002, the programme was
vigorously promoted by the prize money received under the
World Bank’s Development Marker Place competition.

The question of supplying quality seeds 1o farmets in
order to raise their productivity and through it, Earmer incomes,
kas been an important issue in agricultoral pelicy in Sni Lanka
Though n seed pelicy, which relies basically on the private
sector for seed production was approved by the govemment in
1997, and an action plan for its implemeniation was developed,
no susinable solution has been found for the non-availability
of quality seeds for ficld crop cultivation. It is necessary lo
remode] both the Plant Protection Act and the Seed Act to atlow
greater fleibility for private secior pasticipation in this viral
area. A satisfactory development has been the increased
participation of the organised private sector, co-operatives,
farmer organisations and farmer companies in the production
of quality seed. '

The fertiliser subsidy scheme conatinued with revisions
made in October 2002. Under the revised schieme, the subsidy
was fixed at Rs. 6,000 per metric ton of wiza, imespective of the
international prices. The new scheme is expected 10 encourage
imports when international prices are low. This could be
considered a major improvement as the previous scheme
resulted in a pervese outcome of urea berng impored when the
international price was at its highest, as the subsidy was linked
to import prices.

Genetically Modified (GM) foods have become a hotdy
debated 15508 in the recent past, with scientific coramunity
defending GM foods, while some sections of the civil society
canvass apainst them. In such a sitvation, it is necessary ko
chearty ideniify the merits and risks involved in GM foods
before making any policy decision regarding their use in Sri
Lanka. Any policy decision should zlsa be backed by strong
economic considerations such as raising food production in
tandem with rising population, cost of enforceracnt of laws
and the nanwe and reliability of evidence available against the
use of GM foods. However, S1i Lanka™s handling of the issue
has been in a confused manner. GM foods were totally banned
in Sni Lanka inittally, without examining the practicability of
the measure. Then, the decision was changed to 2 “mandaiory
labelling” though there are no means of identifying
transgreszars of the requirement. Hence, it is advisable that
decisions on important issues of this pature shonld be taken
after weighing all the evidence for and against.

As pointed out by the final report of the Planlation
Development Project (PDF), the high management fees
charged by Regional Plantation Companies (RPC) has been a
majof issue. Due to the high and inflexible management fee, the
profits reported by RPC s have reduced substantially, thereby
lowering the share value of those companies in the slock
market. Further, it increases the cost of produciion of plantation
crops. The PDP report recommended that the government and
RPCs sign 2 Memorandum of Understanding (MOU) on this
issue. Some of the RPCs agreed 10 reduce their management
fees, while some others are negotiating with the government on
its request te reduce management fees in liew of the government
freczing the management renial at the 20012002 level, Those
who do not sign the MOU will not be ¢ligible for the ADB
funded credis line for the development of the planiation sector.

In line with govemment's policy of deregulating the main
sectors of the sconomy to accelerate economic growth, 2
Regulalory Review Task Force (RRTF) was appointed to
review regulations in the tea sector. Its recommendations are
presently under implementation. Accordingly, a Tea Indusiry
Federation has been established in Octobsr 2002 a5 an apen
body with the representation of all stakeholders in the industry.
The aim is 10 address the problems associated with the iea
seclor, incloding existing government regulations and
procedures affecting the marketing of tea. The Ministry of
Plantation Industries has also appoinked two other 1ask forces
on quality certilication and process improvement during the
year. RPCs may ge1 an opportunity to diversify their activities
into other arcas such as power generation, tourism and gem
mining with the relaxation of some of the existing regulations.
A wew collective agreement was signed with respect (o
increases in wages of the estate sector with effect from July
2002, after the lapse of the previcus agreement, which was
effeciive from March 2001. Accordingly, Ihe total daily wage
rate in the tea sector was increased from Rs 121 to Rs 147
{including prce share supplement and attendance allowance),
while in the rubber sector, it was increased from Rg 109 to
Rs. 13,

Governmenl also inteyvenes in markeling activities to
stabilise prices of several goods # both upper and lower levels,
To avoid plammeting farm gate paddy prices, the govemment
inlervened through the marketing arms of the CWE and
cooperatives o puichase paddy of acceptable qualily at Rs 13
per kg during the harvesting periods of Maha 2001/2002 and
Yula 2002. In general, governments are not well equipped to
intervene in private matketing activities. For example, in the
case of paddy, even though government expressed the desire 1o
purchase paddy during the peak harvesting season, the inability
to store purchases and marketing problems have undermined
the objectives of the exercise. Thus, 1l is preferable for the
government to refrain from becoming imvolved in commercial
activities. [nstead, it could provide a consistent policy regime
and an efficient infrasmuctore, and supply other essencial public
goods and services, which the private sector fails to supply.
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The aitempts 1o write-off agriculwre loans have spread
a seriows moral hatard problem in the agriculture sector,
where sven the farmers able 1o repay may refrain from

" repaying their debt, expecting a future debt write off This
discourages the banking sector from granting credit to the
agriculoure sector, and encourages them to add an extra rigk
premium to the price of funds.

Sri Lanka has shown & mixed performance in terms of
intemmational Irade liberalisation of agricuiture products. [n
2002, tariff on agriculural products remained low sxcept for
2 few commodities such as potatoes, chillies, onions, green
gran and tice. Dutitg the year, however, several changes were
made totarifls on agricultural impetts. The surcharge of 40 per
cent imposed on the import duly on rice, paddy, milk powder,
polatoes, red onfons, big onions and chilies was retoved (o
bring down the cost of living. Tanff streciures on some of the
food items were also changed to protect the local farming
community. The import duty of 35 pet cent on paddy and tice
was changed to a specific duty of Rs. 7 per kg with effect from
21 Janvary 2002 and further reduced to Rs 5 per kg with effect
from 6 Novernber 2002, A specific import duty of Bs. 30 par
kg on chillics, Bs. 6 per kg on big ondons and Bs. 5 per kg on
red ordons was imposed with effec from 23 March 2002, The
duty on green gram and cowpea was also changed to a specific
duly of Rs. 5 per kg wath effect from 06 November 2002. This
conversion from ad valorem duty io specific duty is to provide
adequate protection bo domesiic farmers, minimising price risk
due to seasonal flucioation of commodity prices. This will also
eliminate the possibility of underestimation of imporn value.

Sri Lanka has mainfained the bound rate on most
agricultural products at 50 per cent with the World Trade
Organization (WTO) in 2002, Sri Lanka maintaing some
measures of domestic support allewed in the Green Box or
permissible categories and Article 6.2 subsidies of the WTO.
However, Sri Eanka's suppont is much less than the WTO
petmissible support levels.

Despite vanous efforts, Sri Lanka’s agriculture continues
to suffer from natural shocks, technology gaps, low invesment,
inadequate availability of quality inputs, inadequate fanding,
transportation problems, marketing problems and the lack of a
consistent set of rade and tariff palicies. The problems are
manifested in post-harvest logses, low labour productivity,
producer unrest, out-migration of labour, and volatile prices.
The sector hag 1y evolve into a self-reliant and efficient sector,
simce any gOVErmment (ntarvention in supporting the
sustainability of the sector, which crowds oul private sector
activitigs, has failed both historically and internationally.
Inadequate irtigation systems increase the vulnerability of the
sector to droughts. Smail and fragmented tands do ned yield
economies of scale, thus discouraging mechanization and
capital investment. This in turm raises costs of production and
lowers intemational competitiveness, as wel! as any profit
marging. Forthermore, in the absence of productivity eghancing
mechanisation, the subsidy-stimmulated use of fertilizer, and

pesticides may enhance productivity at the expense of
deterioration of aquifers and soil.

[nvestmen) in agriculture conld be stimulated if the
policies goveming the sector are well-specified, and consistent,
and if the infrastructure Facilities are put in place. As most
investment in agricultwre derive benefits in the bong-run, the
long-run policy should be made known to all stakeholders. S
Lanka suffers from a serious policy drawback of making ad hoc
changes on trade related policy measures as governments
altempt lo maintain a balange between low consumer prices and
high producer prices.

A viable response to the falling productivity in the
agriculture sertor is an intense research and extension service
aiming at enhancing productivity. It is often alleged that private
sector research is discoutaged due o inadequate intellectual
preperty rights prevailing in the country. Government sector
research activities are not well focussed on the needs of Farmers
and consumers, but rather are those governed by the availabitity
of research Facilities. The ouwlcome of existing research is also
noet well cobnected with extension services.

Apgriculture research im St Lanka is conducted by t2 state
depariments and institules. The Council for Agriculture
Research and Pelicy (CARP) has formulated the National
Agriculture Research Policy (NARP), to reorient agriculture
tesearch to support the proposed Mational Agricultural Policy.
NARP covers developmenl and inahagement of techrology by
improving its effectiveness through several innovative
approaches. It emphasises developing parinerships with
universities and the need for partnership building with the
private sector (o increase demand driven research and
development activities.

As the transfer of technology is the weakest link in the
research and extension systemin Sri Lanka, the policy atiempts
to streamline the extension services, to increase the process of
dissemination of information and new innovations, and 1o
atract investment. [t also proposes to regularly update an
clectronic database on agricultural research and establish a
Technology Forecasting Intelligence System to create
awarensss amohg researchers.

Agricultural research received a further boost when the
government allocated Bs 100 million from Budget 2003, 1o
CARP for research on the erop, liveatock, forestry and Fishery
sectors. This fund is to undertake research on high pricndy
areas for demand driven research in both private and siate
sector institutions. This will enhance the growth of the
agricoltural secfor by improving agricufiuee technology, which
leads to increased productivity. It is also imporiant to
strengthen efforts in product development in agriculiure,
including by-produet utilisation.

The policy thrust for sustainable agriculture development
in the medium term was defined by the doaft policy paper
prepared by the Mimistry of Apriculiure and Livestock on
‘Mational Agricubre Policy and Suaegy’ (NAPS). The
objective of MAPS was 10 present a series of measures aimed
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at harnessing and energising the growth potential in the food
crop and livestock sectors Lo maximise its contnbution to
economic development.

The NAPS has clearly identified several important issuts
and challenges. It correctly recognises that improving labour
productivity is a key factor, It further asserts that although food
security s an important aspect, it cannot be pursued at the cost
of increasing domestic food prices. Finally, the paper
recognises that the development of an efficient food processing
industry 15 cnitical for the sector's growth,

The key reform areas identified in NAPS are market
reforms, enhancing the role of private entreprencurship in
agriculture, closer integration with the food processing
industry, conservation and sustainable use of resources.
Agriculture and livestock sectors are facing new issues and
challenges arising from changing macro economic policies, and
increasing openness and globalisation of the economy. NAPS
15 oriented to accommodate changes in the fundamentals of the
economy, while guiding agriculture in the desirable direction,

Policies and strategies advocated in NAPS will not inhibit
the essential structural transformation in the sector, which 15
crucial to improve the competitiveness of the sector and its
growth potentinl. A shortage of agneultural labour will be a
serious problem in the future: One way to overcome this will
be to increase labour productivity. However, economies of
scale through mechanisation cannot be reaped due to the
present pattern of small-scale land ownership, which 1s
hindering the process of mechanisation. The consolidation of
small landholdings to larger landholdings is necessary to
encourage investment in capital-intensive technology in
agriculture.

NAPS is planning to adopt product zoning and area
specialisation os 4 targeting strategy to promote conditions for
realising economies of scale in production. processing and
service delivery, A rapid moderisation of the sector through
the introduction of technologies covering the entire range from
production to post harvest practices will be adopted, rather than
introducing technology on a piece-meal basis. Budget 2003
proposed to establish an Agro-Enterprise Development Fund
to improve cultivation practices among medium-scale farmers,
and to introduce new crops and new technology to benefit the
farmers.

3.3 Export Crops

Tea

Tea production in 2002 increased by 5 per cent and reached an
all time high level of 310 million kg surpassing the previous
peak output of 305 million kg recorded in 2000, This s
attributed to improved management practices as well as the
favourable weather conditions thut prevailed, especially in high
elevation areas, during the year. Output increnses in all three
elevational areas contributed to the averall performance of the
tea sector. High grown tea production reported a significant

increase of 16 per cent reaching 87 million kg, the highest
output from the high grown sector since 1966 and accounting
for 28 per cent of the total output. The low grown leas, which
accounted for over 54 per cent of the total autput, increased by
2 per cent, while medium grown tea output increased
marginally from the output level in 2001, The production of
cut, tear and curl (CTC) teas at 17.8 million kg recorded an
increase of 4 per cent compared to 2001. Meanwhile, CTC tea
imports for blending and re-exports declined by 3.7 per cent lo
2.6 mullion kg in 2002.
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The smallholder sector continued to play a dominant role
in the tea indusiry contributing to 61 per cent of the national
output in 2002, Majarity of the smaltholders are concentrated
in low grown areas where the productivity is well above that
of mid and high grown areas. The averuge yvield in the
smallholder sector amounted to 2,286 kg per ha in 2002
compared to the estimated average yield of 1,462 kg per hain
the estate sector' The estimated national average vield of 1875
kg per ha 1s much lower than the avernge vield of competing
countries such as Kenya and India. The smallholders have a
large share of their extent under high yielding vegetatively
propagated tea, compared to the estate sector, which sull has
a substantial area under low yielding old seedling lea
plantations,

The scarcity of lubour, especially tea pluckers in the low
grown area, has become a serious problem in the plantation
sector. Trregular plucking affects the quality of ea and thereby
lowers the price which such tea can felch in the market, It wits
reported that post harvest damage in green tea leaf in the bought
leaf industry is high due 1o high density packing and unsuitable
methods of transportation, Damaged green leal (oo contribules
to reducing the quality of made tea

During the year, the cost of produchon increased by 3
per cent 1o Rs 125.00 per kg due o increases in fuel and
clectricity charges, price increases of other inputs such as
fertilisers and agro chemicals, and a wage increase of estate

! Average yieig o) the estate sector IS Dasad on Ihe bearing exienis
previded by the Planfation cormpanies while the smallholder yvields are
provided by TSHDA,
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workers in July 2002. This adversely affecied the profit
margins of the lea sector. Therefore, it is necessary to adopt
measures to reduce costs, including restructuring of the
plantatton sector, linking salary increases o productivity and
voluntary reduction of management fecs by RPCs, for the
Yong term growth of the tea sector.

TABLE 3.2
Satistics of the Tea Sector
Jhem Lk 2000 2001{a}

1. Prodhasiicn Kg.Mn, 306 295

High pcrset K. M, & ™

Mt grown Ky Mn_ 55 54

L grcnan, Kg.Mn, 166 164
2. Exin

Total exiend (c) Hectares 000 180 180

Extent in baaring (d) Hactares GO0 166 145
3 Fevlilllser pood WT 000 1% 187
4. Replanting Hectares 1,084 1,040
5_New planling Hoctaras 264 02
E. Pricea

Colombo Muctions  RefKg. W55 14348

Expont (LoD} R g 18472 208489
7. Goal ol procuction {e) Rs.fg. 11064 . 121467
&, Expors Kfy.Mn. 28 25
2. Expott aamings Re. M, 53,133 61002

: LS5 ey 700 690

19, ks added a3 % of

GDF ) iB FE
(a) Revized Sources: 5r Larka Tea Beard
&} Provisional Hotiongl Fartlizer Secretanal
2] Extards rinvicdd Basad on tha Tea Small Holdings

aslabe settor purvay concucted in 1993 Dwvslopmen Aulhovity
by the Tea Comimasionsrs Division,  Plaridion Companies
{excludes abandonsd la kandsz) Canttal Bank of 56 Lanka
{d} Based on the data prowided by
Flanlallon Companies and Tea Small
Holclings Denvstopmant Authority.
(2] Inclodes gresn iaad suppllars profil mangin
) Ingrowing and processing only

The quantity of tea traded at the Colombe Auctions
increased only marginally in 2002, despite the record tea
production réached during the year. The annual average
Colatnbo Auction price in rupee terms increased from Rs
143 96 per kg 1o Rs 1433 per kg in 2002, but in US dollar
terms declined by 10 per cent to US dollar 1.50 per kg, Global
lea pirices were not very attractive during early 2002 doe to the
record level of global cea outpat in 2001, However, production
shoctfalls reported in major producing countrics, except in St
Lanka, duting the latter par of 2002 helped absorb the excess
supply of tea. Tea expon volumes recorded a slight drop during
2002 in comparison to the previous year. The total export
eamings from tea in rupee terms was Rs 63.1 billion, indicating
an increase of 2.4 per cent compared to the previous year.
However, in US dollar terms, eamings from rea declined by 4.3
per cent. The share of bulk tea cxports increased From 60 per
cent to 64 per cent thereby reducing the zverage expornt price
for tea. This was due 10 a sharp decline in exports of packeted
teas. However, unit values of value added tea exports showed
a significant improvement in 2002.

Some large Sri Lankan tea sxporters have started to beild
their own brand names to market tea in intemational markets
and generate value for their producis. The Sri Lanka Tea Board
{SLTE} has initiated a major promotional drive to find new
markets for vaiue added 1ea peoducts. These include the
participation in indernationat food and beverage trade fairs, uni-
national promotion of Ceylon tea through commercial divisions
of Sri Lankan Missions abroad, approval of 36 brand promotion
projects with the objective of strengthening and sustaining the
marker share of Ceylon 1ea brands in selected coumiries. South
Korea, Singapare, China and Malaysia have been identified as
potential new markets for value added tea exports. In addition,
a special brand promotional project was implemented to
support Sri Lankan exporters to promote their brands in India
urkder the Inde Lanka Free Trade Agreement (ILFTA). It is
expected that SLTE promotional schemes would help increase
value added 1ea exports from Sri Lanka

The Tea Small Holdings Development Authorily
{TSHDA} continued to play a vital roke in supporting the tea
smallhotders by providing necessary advisory and exiension
services. The TSHDA also implemented various subsidy
schemes to ¢ncourage replanting and new planting. To ¢nable
small holders tocope with the increasing cost of cultivation, the
teplanting and infilling subsidy rates were revised upwards
during Ihe year. However, the subsidy scheme for tea planting
with coconutl was removed dus to tack of funds from of the
Coconut Chltivation Board. The TSHDA established 1,232
SmallBolder Development Societies as at end 2002 with a total
membership of 159,377, The ‘Tea Shakthi Fund®, which was
initiated in 1997 to provide social securily to members as well
as to encourage lhe investmenls in *Tea Shakihi Projects’, bad
a total membership of 136,349 a1 erd 2002 with total savings
of Rs 131 million. Under the Social Security Benefit Scheme,
a sum of Rs 45 million has been paid 1o the smallhoiders, It is
necessary W improve the mansparency and the efficiency of the
operation of atl these funds o ensure good governance and
optimal usage of resources.

Rubber

Rubber production, which reported ihe lowest output in 2001,
improved by 5.2 per cent to a production of 91 million kg in
2002, The declining trend in output observed during the last
few years reversed due to the improvement in intemational and
local prices after April 2002. The cutput increase is atirbuted
to the improvement in prices, which encouraged the tapping of
some of the abandoned fields, as well as the increase in the
number of tapping davs on account of the dry weather that
prevailed during the first half of the year. Any further increase
was affected due 1o the rainy weather that prevailed during (he
latter half of the year, which reduced the number of tapping
days. The average yield level also improved by L1 per cent to
T24 kg per hectare after reaching the lowest level in 2001,
Although the Rubber Research Institute (RRID has developed
several high yielding clones, the national average yield of
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rubber is very low in Sri Lanka compared to other countries,
Low yields could be attributed to poor management practices
of the smallholders who account for about 70 per cent of the
total extent under cultivation. Depressed prices, which
prevailed over a prolonged period of time, discouraged the use
of fertiliser and the adoption of other agronomic practices,
resulting in low yield levels. The entire rubber extent is in the
wet zone, which also loses a considerable number of tapping
days due to rainy weather. Rain guards introduced by the RRI
earlier were nol widely used by the rubber growers as they were
reluctant to invest in those due to very low prices that prevailed
for rubber for a long period. However, with the current
altractive prices, it is expecled that rubber growers will invest
in rain guards to increase the number of tapping days.

TABLE 3.3
Statistics of the Rubber Sector
Itam Unit 2000 2001(a)  2002(b)
1. Production Kg M. B8 B e
2. Area ic)
Uindar cultivation Hectares 000 157 157 157
Undfar tapping Heclares ‘000 128 152 125
3. Yieid Kg MHactare BE3 B3 724
4. Feriliser used MT 000 13 9 i |
5, Replanting (d) Hectares 7as 557 7i2
B Mow plarting () Hectates 251 141 235
7. Pricas
Export [Lo.b) Rsikg. B5.95 85,95 B853
Golembs (RSS 1) ReJkg. 5478 =T Hr] £8.75
8. Cost ol produstion Rukg. 4450 48.00 4850
9. Exports Kg.Mn. 3 a2 T
10. Domestic consumption g Mn, 539 544 880
11, Exporl eamings As. Mn A Tk} 212 2558
USS Mn 29 24 Y]
12, Value added 68 %
of GOP fa) 0.4 oA 433

Sources | Rubber Development Dept
Mational Feriliser Secretariat
Central Bank ol Sn Lanka

{a} Ravised
{b) Provisional
{c} Based on a survey of Agricultural
Crops and Livestock-1983, by the Dapl. of Cansus and Statisties
() Extants coversd by culthration assistance schemas
of the Rubber Development Department
(@} In growing and processing only

During the year, sheet rubber output increased by 41 per
cent, accounting for 47 per cent of the total output, compared
1o 35 pet cent reported in 2001, Meanwhile, erepe rubber output
declined by 18 per cent. Crepe rubber accounted for 29 per cent
of the total output compared to & share of 37 per cent in 2001,

Rubber prices, which have remained at a low level] since
the East Asian crisis in 1997, began to improve after April
2002, Prices improved on account of o global short supply in
the wake of an increase in demand from China. An MOU
signed by the three major producers of natural rubber, viz.,
Thatland, Malaysia and Indonesiy, to curtail rubber output by
4 per cent also helped improve the international prices.
Meanwhile, the price of synthetic ubber also increased from
April 2002 with the rapid increase in the international price of
crude oil. The annual average price of all grades of RSS
improved by over 25 per cent in rupee terms. The annual
average price of crepe grades improved by 20 to 32 per cent.
The price of latex crepe 1X and | reached over Rs. 100 per kg
during December 2002 compared ta a price of approximately
Rs.50 per kg reported during December 2001. The price of
serap crepe grades too increased during the year. In the wake
of high domestic rubber prices, about 4 million kg of RSS 4
were imported by solid tyre manufacturees during 2002,

Coconut

Coconut production continued to drop for the second
consecutive year. The output fell to 2,392 million nuts in 2002,
the lowest production recorded since 1993, The drop in
production s attributed to the lagged effect of the drought that
prevailed during the previous yedar. Dry conditions were
conducive 1o the proliferation of mile infestation, especially in
certain parts of the coconut triangle, which had a negative
impact on the output. As in 2001, over 1,000 metric tons of
copra were imported to meet the severe shortage of the nut
output.

In keeping with the depressed nut output, the production
and export of the three major kernel products declhined dunng
the vear. The nut equivalent of desiccated coconut (DC})
production, which declined by 43 per cent in 2001, declined
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Fartl
TABLE 3.4
Statistics of the Coconut Sector
tham Unit 2000 2X01(a) !
1. Production  1c) Nuts Mn. 3,086 2,768
Deslcaied coconut Muis MRl 712 408
Coconut of s Mngd; 301 566
Copea (s} Huts Mn{d} o4 B1
Frash nutexports ks Mn, 23 28
Domestic nur
conaumptian (f]  Nutz Wn, 1,849 1,768
Cocorni cream and
mill powder Huiw bn.(d} k) ] a0
2 Total exgent Hectarss 000 430 430
3 Replaning/

Undesplaming {g) Hactares 4 837
4. Mew planting (o)  Hectarss a4 893

5. Fadtiisar ysed MT 000 3 ke i
6. Cosl of produchion AsMut 327 ass
7. Ratad price of
& fesh A As.Mut .04 1050
4. Average mxporl
prica .o {h) Az Mt 1.5 T8
. Expor] eamings A Mn 9,574 ¥.3a8
LSS MAn, 1A 82
Kernel products (h) s bin 5,786 16w
UZE Mn. v 41
Othwar products Rs.Mn. 3,368 ,.70%
US3 Mn, a5 42
10, Value added a8 %
of GDF (i) 2.2 20
[} Pavined Sourcas Coconul Collvalion Boacd
b} Priwislonal Cocomnd Development Authority

(<) Estimaled {breakdown does not  Madlonal Feriliser Secretariat
A up ¥ 8otal proguckon duc o Contral Bank of S0 Lanka,
LEtMenta o changes in S1ook)

{dy In nul aquivalen - comverked at
ImDS = 8,000nus
1micH = B.B0Cnuts
1miCopra = 5775 nuls.

1 mit CoCOnut credmymilk povwder = 8,000 nuts,

{8) Netexpons ory

M Estimated on the basls of housshold per capita oonsumpiion of
848 ruts per year. Exclodes industria) uae.

{9 Extents covergd Dy Cultivabtion assmlahch sChimis of the 008,

thy Theee rmajor cocont kernel products only,

41 I growAng and processing anly.

forther by 40 per cent and reached 246 million mus, which is
the Lowest DC output since 1988,

The coconut oil production, which reported a significant
improvement in 2001, also suffered a severe setback during
the year due o the low crap. Coconut ol cutpur declined by
53 per cent to 265 millicn nut equivalents, the Jowest level
recorded since 1993, Copea exports and fresh nut 2xpors Loo
declined by 12 per cent and 21 per cent, respectively.
However, in contrast, coconix cream and milk powder exports,
which account for about 1 per cent of the tolal nut produclicn,
recorded a 10 per cenl improvement compared e the previous
vear, reflecting a desirable change in export structure in
coootnd products.

The average prices of DC, coconut il and copra in the
local markei remained al attractive levels during 2002.
Compared to 2001, the local market price of DC, coconut oil
and copra reported increases of 72 per cent, 35 per cent and £9

per cent, respectively. Meanwhile, the average expost fob price
of DC in US dollar terms was 56 per cent higher than the

previcus year. However, Svi Lanka could not bensfit from high
international prices due to [he non-availability of adequate
stocks of nuts for expont purposes. The DC industry had to
compete with the oil industry and domestic consumers for the
Limited availabite outs. The average export fob price of coconut
oil and coprz also reponed significant increases of 44 per cent
and 67 per cent, respectively, in US dollar terms. In Keeping
with the shortfall in the nut production, she average retail price
of nuts increased by 36 per cenl to Rs.14.29 per nu.

In spite of a drop in the yvolume of kernel products
expart camings improved by 9 per cent in rupee terms purcly
on account of the attractive prices that prevailed for kermnel
preducts throughont the year. In the wake of increasing
coconut ol prices in the domestic market, the government
reduced the surcharge on the import of edible oil from Rs.20
per kg 10 Bs.5 per kg with effect from | April 2002, This led
to a large quantity of edible oil imparts, which more than
doubled during 2002.

There was a sharp increase in domestic fresh nut prices
due Io the drop in production in 2002, However, a bumper
harvest in 2000 and duty waivers given to importation of edible
oil until mid 2000 resulted is a sharp dectine in farmgate prices
thereby adversely affecting profil margins of coconut growers.
This discouraged the fertiliser application and other inputs,
which contributed 1o the poor performance in coconut
production in 2002. There was a suggestion to import coconut
to telizve the consumers from the burden of high prices of fresh
nuts, Although importing cocotuls may be a short-run solution,
strategies should be adopted to increase productivity of coconut
plantations for sustainable growth in the coconut industry, Such
stralegies should include introduction of micto irrigation
systems such as dnip itrigation to minimise dependense on
weather and encoutaging intercropping coconut with cash
£rops 10 increase farm income. Atiraclive farmgate prices
received during 2002, coupled with the assislance given to
revive the coonnut sector, will encoutage growers 10 increase
fertiliser application and improve management practices. It
would contribute to a recovery in coconut production in 2003,
thete by benefiting the coconul industry as a whole.

Other Export Crops

The other export craps sector, which consists of spices and
other agricoltural commodities such as wn-manufactured
tobacco, arecanut, cashew kernels, essential cils and foliage
and cut-fowers, recorded an improved performance during
2002 In rupee terms, carnings from this sector, as a whole, rose
by 31 per cent to ever Rs 16 billion, much more than the total
export ezmings from rubber and coconut in 2002, '

Cinnamon is the most impartant crop in this sector, 5ri
Lanka is the world's largest producer and exparter of
cinnamon, accounting for nearly two thirds of the global output.
The extent under cinnamon cultivation is estimated at
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Pan |
TABLE 3.5
Production of Other Export Crops
Crop 2000 2001 {m *
Coffan 2,540 2350
oo 1,200 1276 &
Cinnamon 13,490 13,800
Pappar 10,678 1850 o
Clove 1,700 AT00
Cardamom &2 Bl %
Nurrhag and Mace 1,100 100 ¢
Cashew 835 4,23 g3
{a) Revigad Source | Dapartmenl o Expint Agricyubura
{1} Prongional S Lamilch Cashvew Corparation

approximately 25,300 hectares. According 1o estimates of the
Depariment of Export Agriculiure (DEA), the ¢ianamen
production dusing 2002 has declined by 4 per cent, but export
volumes have increased in raw form, Both farmgate prices and
£xport prices increased during 2002, Eamings from cinnamon
in primary form amounted o Rs 4.3 billion, while earnings
from cinnamon bark oil and leaf 0il exports amounted to Rs 238
million. There has been a sigady increase in earnings from
CIRnAMON exports in recent years and it has become the third
largest expont agricultural crop, next (o coconut, since 1998,
There is considerable potencial for Sri Lanka to increase value
added exports from cinnamon and measures should be taken io
gain this capability in the medium term, At present, most of the
cinnamon is exporied 2 quills in bulk form. Therefore, it is
necessary o encourage the value added cinnamon industry by
adopling proactive measures and creating awarensss among
exparters.

Provisional eslimates by DEA, based on export volumes,
veported 2 63 per cent increase in the output of pepper during
2002, However, the expart volume of 2002 may have contained
the previous year's stocks. thus leading to an over estimation
of the output. The export volume of papper increased more than
two fold, to 7,900 metric tons, in 2002 compared 1o the
previous year, eamning nearly Rs 1.5 billion. More than 80 per
cers of the pepper was exported to Tndia onder the Prefecential
Trade Agreement in 2002, However, intemational pepper
prices were not attractive due to stiff competition among major
producing countries in the global market in the wake of 4
decline in the pepper consumption in Enrope.

The attractive prices that prevailed during the last two
years encouraged cultivators to increase fertiliser application
and improve other agronomic practices, resulling in a 64 per
aent growth in clove production during 2002, Consequently,
exports of cloves more than doubled to over 4 million kg,
thereby increasing export earnings to a level above Rs 2.7
hillioh, surpassing the eamhings from rubber duning 2002, Asa
result of the preferential tariff rate enjoyed by Sni Lanka with
India, more than 95 per cent of cloves were exported to India
in 2002, Clove oil was exported in limited quantities and
eamings from oil exports in 2002 amounted Rs. 19 million.

The foliage and cut flowes sector too made a significant
contribution towards the export eamings during the year. This
gector expanded its activities with the assistance of the
Department of Agricutture {DOA} and the Export Development
Board (EDB). DOA continued to assist the floriculiure sector
by providing technical assistance, conducting training
programmes, and issuing plant varietics through the National
Botanical Gardens. EDB too assisted wa develop the floricultre
sectar, especiadly among small-seale growers, and to find
export markets. Export eacnings from foliage plants, rooted
cultings and cut flowers tose by 7 per cent to Rs. 776 million
during 2002,

DEA continued to assist the development of the export
agriculture sector by implementing subsidy schemes znd
praviding necessary inputs, technical information and
extension services in cultivating and processing spices.
However, the subsidies dishursed urder the Export Agriculiure
Assislanee Scheme (EAAS) declined from Rs. 72 million to Bs
25 million during 2002 doe to lack of funds. As in 2001, more
than 5{ per cent of the subsidy payment was for pepper. The
Second Perennial Crop Development Project (SPCDP)
continued bo assist the pereanial crop sector by providing credil
facilities through eight participatory banks. SPCDP alto
supported institutional strengthening of DOA and DEA and
upgrading the quality of the ressarch of the Council for
Agriculiure Research Policy (CARP). Further, it assisted DOA
and DEA in the production of seeds and planting material
through it projects.

Qil palm is gradually gaining popularity as a plantation
crop. especially in the Southemn Province, At present, the extent
under oil palm in three Regional Plantation Companies (RPCs)
iz approximarely 3,000 ha. Oil palm cultivation hag been
expanding in recenl years, replacing unpeaductive rubber lands.
The Tow labour wiilisation, low cost of replanting and a shorter
gestation period compared to rubber encouraged RPCs to shift
te oil palm cultivation, During 2002, local crude palm oil
production atnounisd 16 about § million kg, while palm kemel
oil production amounted to 380 metric tons. However, there is
a concera among the viliapers in oil palm prowing areas that
the cultivation of oil palm could result in depleting the water
table. Scientisis of RRI have indicated that water transpiration
in oil palm is higher than in rubber and the rate of transpiration
further increases doring droughts. However, the CRI i3 of the
view that even though the water absorption capacity is high in
oif palm, its produetivity is higher compared te rubber, coconut
and many other crops. Forther reszarch has 1o be conducted for
economic processing of the biomass prodoced by oil palm and
waste generated from palm oil extraction to provide value
addition to the industry.

There is a big potential for organicalty cultivated
horticultural products as they receive vety atiractive prices in
the European markets. Therefore, assisting cultivation of those
high value agriculiural products by educating farmers and
providing necessary inputs would generate a good income for
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rural farmers. A Task Force has been set up to make
recommendations to develop spices and allied products and to
come up with a long- term plan to expand this seclor,

3.4 Domestic Agriculture

Paddy

Paddy production, which suffered a setback during the 2001
cultivation year, recovered partially during 2002 with the
improvement in the weather. The output grew by 6 per cent and
reached 2.86 million metric tons (137 million bushels) during
2002. Extents sown and harvested. as well us output, increased
during both Yala and Maha seasons. However, the annual
average yield, which recorded an increasing trend during the
last few years, reaching o peak level in 2001, dropped by 1.5
per cent approximately to 3.9 metric tons per hectare in 2002,
This was as a result of a 9 per cent drop in the average yield in
the Yala season, Adequate rainfall at the beginning of the
season led to the cultivation of even the marginal lands, which
resulted in lowering the average yield during the Yala season.
However, the average vield during the Maha season improved
by 3 per cent and reached an all time high level of
approximately 4 metric tons per hectare,

Paddy output during the 2001/2002-Maha season
improved by 10 per cent due to a 6 per cent increase in the
extents sown and harvested and a 3 per cent impravement in the
yield. The Uda Walawe area. which was severely affected by
the drought in the previous Maha season, reported the highest
improvement. The production in Uda Walawe recorded an
almost fifteen-fold increase, while the distnicts of Kurunegala,
Puttalam and Anuradhapura reported increases of 23 per cent,
25 per cent and 12 per cent, respectively. With the
improvement in the security situation, the output in almost all
the districts in the Northern Province increased dunng the
season. As in the last few years, the five major paddy producing
districts of Kurunegala, Polonnaruwa, Ampara, Anuradhapura
and Mzhaweli *H’ area, together, accounted for more than half
the Maha output (52 per cent).

Paddy output during the Yala season recorded a
marginal increase, in spite of a 9 per cent drop in the yield,
purely as a result of an increase in the extents sown and
harvested. Kurunegala District reported a more than two fold
increase in outpul during the Yala season. The other districts
which reported noteworthy improvements were Galle,
Hambantota, Puttalam and Moneragala, with increases of 79
per cent, 21 per cent, 39 per cent and 44 per cent,
respectively, Most of the districts in the Northern Province
too reported improved outputs with the cessation of hostilities
and the free movement of fertiliser such as urea. However,
the output in the other major paddy producing districts such
as Polonnaruwa, Ampara, Anuradhapura and Mahaweli "H’
area reported declines of 16 per cent, 9 per cent, 36 per cent
and 42 per cenl, respectively, In Polonnaruwa and
Anuradhapura commencing of Yala culivation was delayed

due 1o inadequate supply of water. The three districts of
Ampara, Polonnaruwa and Kurunegala accounted for more
than & halfl (52 per cent) of the Yala output. For the ninth
consecutive year, Ampara reported the highest Yala output
and accounted for over one fifth of the total production
during the scason, where the entire extent under paddy 1s
irrigated in the Yala season.

After six conseculive years of implementation, the special
“Yaya' demonstration programme organised by the Extension
Division of DOA 1o improve productivity in paddy lands was
discontinued during 2002 due to Lick of funds. DOA claims the
programme contributed positively towards improving the
national average yield levels and that vields obtained in the
fields where the demonstrations were carried out were much
higher. Necessary funds should be made available to the DOA
to continue the "Yaya' demonstration programme as it s
proven to be successful.

Wik = 2009 2001
=g | Yoar

e e i e e e

The farmgate price of paddy remained above Rs. 14.00 per
kg. throughout the year. except for two short spells during the
peak harvesting period immediately after the Maha and Yala
harvests.

The 35 per cent impornt duty on imported rice was changed
to # specific duty of Rs. 7.00 per kg. with effect from 21
January 2002. However, the CWE was allowed to import
30,000 metric tons of rice af a reduced duty of Rs. 4.00 per kg
to contain the increasing domestic rice prices at the beginning
of the year before the Maha harvest. Licensing requirement
imposed on the importation of rice in July 2000 were also
removed in March 2002 and specific duty was reduced to Rs,
5.00 per ke with effect from 6 November 2002. As the paddy
sector 15 protected through a tariff barrier, there is no need for
a non-tariff barrier such as & licensing requirement. The
removal of the licensing is a step in the right direetion. I is
expected that since the import policy is simple and transparent,
the market will respond to any price fluctuations by importing
as and when necessary.

Removil of the licensing requirement on the impartation
of rice, coupled with the depleted stock position at the
beginning of the year dug to u sigmificant drop in output during
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. TABLE 38
Siatistics of the Paddy Sector
o Uit 2001 (a)
Maha Yala
Gross exient sown hectares 000 a79 38
Grase exient harvosted hectarees 300 a1 28
Hat extant harvested hactaras 000 418 264
Froducion mt 00 1813 1,082
Bushals TOQ .87 1.8
Yield (c} kg hectare 3,660 4,102
Crod granied . Ramn, 251 170
Purchages undes the GRS mi 000 - -
Rlce imparts mt 000 2
‘m? m‘m} mi m} F N *“!3.:&.'.; e
{a} Fevised. Sources ; Depariment of Agricuttur
b} Provisional Minisiny of Agricusture and Livestock

{C) ‘Tiedd ol PCEare FOF Maba and Yala are calulawed using data
rom the Depardment of Cenzus and Statishcs which are besed on
Crop culling sunveys while okl yield s calculaled by dhiding total
PrOdLICTION by The net extant harvesiad.
2001, led to an increase in the imports of rice during 2002.
Tmponts of high quality ‘basmati’ rice also increased 10 cater 1o
the tourist sectar, which was reinvigorated by she successful
negotiations for lasting peace in the country.

Duripg the year, DOA releassd twe new vareties of high
yielding and pest and disease resistant paddy varieties with a
3142 months cultivation period. These varieties had been
developed at the Bombywela and Ambalantota research
stations of DDA,

Other Fleld Crops

As in he previous year, the performance of other field crops
* during 2002 was not very satisfactory, The declining trend
observed in the cutput of most of these craps continued in
20022, with the exeeption of potate and sovabean. The polaw
oulpul continued to increase for the fourth consecutive year
owing to the heavy protection provided 10 potato through 2 hagh
tanilf on impons. The specific duty of B.s.20 per kg imposed on
consumption potato imports in December 2000 continued in
2002 as well. Polaio production, which improved by 19 per cent
in the previous year, reported a further 53 per cent
imprevement ducing 2002. The outpul increased purely on
account of a 55 per cemt increase in the extent cultivated. The
heavy protection provided to potate assures the Farmers of a
remunerative income, which has resulted in the cullivation of
a larpe extent under potato at the expense of cultivaling
vegetzhles in the Nuwara Eljya and Welimada arsas. As a
result, the price of vegetables rose during the year due to the
reduction in the supply.

Chillie production, which has been on a declining {rend
during the last few years, declined further doe Lo a reduction in
the extent cultivated. However, the average vield level achigved
was 12 per cent higher than the previous year indicating that
the more preductive lands remained under chillie colrivation,
while the less productive ones, which counld not face the
competition from imports, moved eut. Ouipul of big onjons and
~ red onions too continued 1o drop for the third consecytive year.

Depariment of Census and Statislics
& Lanka Customs
Ceniral Bank of 51§ Lanka,

Therefore, with a view to protecting the chillia and onion
farmers from cheap inports, the tariffs were revised in March
2002. The tariff of 35 percent was replaced with a specific duty
of B30 per kg for chillies and Rs.6 per kg and Rs.5 per kg for
big onions and red onions respectively.

The ourput of green gram, black gram and cowpea, which
has been declining sines 1998, declined Turiher during the year,
due o reduction in the extent cultivated, The average yield of
all three crops was beiter than in the peevious year indicating
that the more productive lands have remained under these
crops, while the less productive ones have dropped out. With
2 view 1o protecting the farmers, the ad valorem tasiff on green
gram and cowpea was also changed, to a specific duty of Rs.5
per kg for both crops with effect from 06 November 2002,

Local purchases of big cnions by the CWE increased by
23 per cent while the purchase of dried chillics and green gram
declined by 81 per cant and 51 per cent, respectively, In
keeping with the increased cutput of potaioes, imporis declined
by ) per cent during the year. Big onion imports increased by
L& per cant it respanse to the reduchion in domestic production.

Fruits and Vegetables

The overall vegelakle production dectined by 4 per cent (o
530,000 metric tons in 2002, according to provisional estimales
of the Department of Census and Statistics. The production of
low country vegetables and up country vegetables declined by
4 per cent and 3 per cent, respectively. The decline in the
prociuction of op country vegetables is due to the reduchion in
the extent under cultivalion as the lands were nsed for potato
cultivation. Prices of many vaneties of vegetables during 2002
were relatively higher than in 2001 due to supply shortages as
well as high inpul prices such as agrochemicals, and fertiliser,
and increased transpoct costs. During the year there was a wide
fluctation in the prices of vegeiables. The annual average
ratail prices of low country vegetables ranged between Rs
22.00 and Rs. 43.00 per kg, while the prices of upcouniry
vegetables ranged between Rs. 23.00 and Rs 55.00 per kg,
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The fruit and vegeiable secror largely operated in smalt
farm allotments and bome gardens, except for a few Jarge.scale
commercial farms of pineapple, banana and rambutan.
Protected agriculture technology {in a controlled environment)
is being wsed by organised groups of farmers 1o grow high
value vegetables such as beil pepper, tomato, cucomber and
lettuce in gresnhonses, which, coupled with the application of
nocessary inputs, increases productivity and quality, and redwee
incidence of diseases. Even though demand for high value
vegetables is increasing due to increased demand by super
markets, the tourist industry ete., production and marketing
planning shoutd be in place to minindése price fluctuations. To
generate high income in this sector, development of storage,
packing houses, packing materials and transport facilities with
acontrofled environmend, and axpansion of marketing facilities
soch as forward purchase agrezments wonld be needed,

DOA released new varieties of banana, grapes, mandarin
and vegetables during the year and carried out several training
programimes on pratected agriculture to inctease awarehess in
the farmer community. The Institute of Post Harvest
Technology too conducted several training programmes and
workshops for the farmer community on post harvesting and
agro-processing. 1t is encouraging (o note that the private sector
actively engaged in providing technical assistance for high tech
agricultural activitics such as drip imigation, poly tunnels and
protected agricnltural systems,

Dwring 2002, more than 19 million kg of vegetables with
a value of Rs 661 million and 6 million kg of fresh and drisd
fruits, valued at Rs. 379 million were exported. in addidon, 1he
processed frui and vagetable prodoct exposts amikinted 1o 7
millipn kg, with 2 value of Rs. 726 million. The main markets
for fruits zmd vegetables were the Middle East, the Maldives
and Europe.

Sri Lanka imported more than 48,000 metric tons of frit,
valued at Rs 1.7 billion, during 2002, As in the previous year,

apples, oranges, dates and grapes were the main varicties of
fruits imported.

Sugar

Svgar production, at 38,000 metric tons, was 21 per cant Jess
than the output in 2001. The production declined for the third
congecutive year and reached the lowest Jevel since 1987. The
domestic production of sugar acoounted for less than 7 per cent
ef the tolal sugar censumption in 2002. The cutpul at
Sevanagala declined by 32 per cent, while that at Pelwatta f211
by 14 per cent. Despite an improvement in the recovery rates,
sugar production dropped purely as a result of a reduction in
the velume of sugarcans crushed at both factoties. The rotal
cang input cnushed at these factories declined by 24 per cent to
430 thousand meiric tons. At Pelwatta, its own and private cane
purchases declined, resulting in a 19 per cent drop in the
quantiry cnashed. Megnwhile, the cane crushed at Sevanagals
declined by 31 per cent

The averall sugar recovery rate improved by 3 per cent 1o
8.77 per cant in 2002, purely dus 1o a recovery rate of 9.03 per
cent at Pelwatta. [n conirast, the recovery rate at Sevanagala
declined to 8.4 per cent,

With the intention of reducing its involvement in
sugarcane coltivation and production of sugar, the govermment
sald 90 per cent of the shares held in Sevanagala Sugat
Industries to a private entregreneur for Rs.550 million. The
batance 10 per cent of the shares was retained by the
govermment to be gifted (o the employees. Meanwhile, 53 per
cent of equity shares in Pelwatta Supar Industries Lid, was sold
by the government al Rs 8.25 per share, yielding Rs 289
million. The new management is planning to go ahead with a
massive expansion programme, including the promotion of
dairy farming along with the sugarcane cuilivation.

The Sugarcane Research Instionte {SRI) continued its
research activities during the year. For the first time in Sri

TABLE 4.7
Statistics of tho Sugar Sector
Sevandgala Sugar Pelwatte Sugar Total
lbgrn Ui Faclony Faciory
2001 () 13 2001 fa)  HP0004) 7 2000 (a)  Frr20o0iHy it
1. Total area onde! cas : ﬁ‘! : 3 i ik s
(with rakaons) (c) Heclares 3.466 408 i 7557 SHTHImeTESS
2 Arga Harvasied (c} Hectares 2702 ssta 3f 6045 HiSEspN
3 Came Hanssied jc) MT ' 005 236 132 # 38 A
4. Privals cana puschasad MT ' 300 1 197 5 " 198
5. Cuanllty of cane _ e IS
aushed . MY 000 237 39 Rromeadi el
6 Aversgs yield (o) MTHeaciae 8e W ETTARTE 55
7. Sugar productian M
{without gweepingz)] MT* 000 &€ Wt 4 11% 4 ~
. R K e
8. Sugar recovety rate (dy k) 851 BB A N Bdd i st
{a) Ravigad, ’ Sources:  Pahwatte Sugar Indusines Lid,
(b} Prowisional Sevanagaly Sugar Indusiies L.
c) Inchides nuckeas sstales and alottess. -
' Sugar produced
Recovery = X1
(d) Res rate Quantity of cane crushed 00
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Lanka, SRI produced a new improved cane variety using tissue
culture technology. The new vartety, which issuitable for rain-
fed cultivation, is reported to give higher yields, both in terms
of sugar and crop tonnage per hectare, than any other currently
grown commercial vartety in the Moneragala District, It 1s also
resistant 10 a major sugarcane disease prevalent in the
sugarcane growing districts of Sri Lanka.
3.5 Fish and Livestock
Fish
The Ministry of Fishenes and Aquatic Resources Development
reported fish production at 301,460 metric tons, a growth by 5.8
per cent in 2002. Output in the marine sector increased by 7.2
per cent while the aquaculture sector declined by 5.8 per cent.
The increase in the marine sector is due to the increased fishing
activities in the Northern and Eastern coastal areas with the
cessation of hostilities after the signing of the ceasefire
agreement between the government and the LTTE.
Reflecting the reduced output in the aguaculture sector,
the volume and value of prawn exports declined by 19 per cent
and 27 per cent, respectively. The drop in output of aquaculture
and the inland fishery sector was attributed to the reduction in
breeding and stocking of fingerlings. Fresh and frozen fish
exports declined by 14 per cent in volume lerms to 7,750 metric
tons, which resulted in the export earmings declimng by 11 per
cent to Rs. 2.9 billion. Despite the huge potential, the country

is still a net importer of fish and fishery products, Annually, o
large quantity of canned fish and dry fish is being imported.
Total fish imports declined by approximately 4 per cent to
74,000 metric tons of which canned fish and dried fish
accounted for 66 per cent.

In response to-an merease in the output, the price of all
varieties of fish at the Colombo market reported a relatively
lower price increase during the year despite the increased
demand, with the economic recovery. Average wholesale price
of fish increased by around 3 per cenl, in comparison to an
increase of around 8.5 per cent in 2001,

Due to a reduction in the availability of funds, the issue
ol ¢rafls and Nishing gear (o fishing communily by the
Ministry of Fisheries and Ocean Resource Development was
curtalled duning 2002, Only 2 multi-day boats, 351 tradinonal
crafts and 17 sets of fishing gear were 1ssued dunng the year,
which was much less than the issues in the previous year.
Subsidies disbursed to the marine fisheries sector under
vanous subsidy schemes too declined, by 42 per cent, to Ks.
21 million duning 2002,

Al present, Sn Lanka accounts for about | per cent of the
global ormamental fish industry. During the year, the earnings
from the exports of amamental fish declined marginally 10 Rs
529 million.

Livestock

The livestock sector cansists mainly of the dairy and poultry
sub sectors. According to the Ministry of Agriculture and
Livestock {(MAL), milk production was estimated at 266
million hitres recording a marginal increase during 2002,
Domestic production of dairy milk accounts for about 42 per
cent of the national mulk requirement. In addition, 83 million
litres of buffalo milk were produced during the year, which was
mainly used for processing of curd. The price paid for milk
during the year was Rs. 15.00 per litre compared to Rs. 14.56
per litre in 2001, However, the increase i the prices of coconul
poonac and cattle feed during 2002 increased the cost of
production significantly and adversely affected the profit
margins of the dairy farmers. To support the livestock industry,
muize impors were made duty free from March 2002 (o bring
down prices of cattle feed.

The total milk collection by the major milk processing
industries such as MILCO, Nestle Lid. and International Dairy
Products Ltd. duning 2002 dechined by 10 per cent to 92 mullion
litres. Even though the milk production has increased in recent
years, the collection was poor due (o varous factors such as low
farmgate prices and poor marketing systems, which resulted in
a decline in the milk products during the year. The total
guantity of milk products imported during 2002 amounted 1o
65,821 metric tons at a cost of Rs 10,488 million of which milk
powder accounted for nearly 56,000 metnc tons.

There is an urgent need to uplift the livestock industry to
mike available an adequate supply of liquid milk, especiilly
among rural children, to curb malnutrition. As the dairy sector

TABLE 38
Fish Production
maine ions 000
Sub-Sector 2000 2001(a) | 2D0R(H)
Marine (c) 267 255 EEoEy
Aguaculture ar a0 it
Total 304 285 AT
Source:  Ministry of Fisheries and
{a) Revised Aguatic Resources Development
{B) Provisional Mational Agquatic Rescurces
{c} Coastal and deep ses sectors  Research and Developmant
Agency
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has a tremendous potential to increase its contribution to
economie growth, particularly the development of the rural
economy, il 15 necessary lo ¢ncourage privale sector
participation to invest in the livestock industry.

The poultry industry has made significant progress in
recent years due Lo the active participation of the privale sector,
MAL has reported that national poultry meal production
increased by 26 per cent to 88 million kg. This could be partly
attributed o greater demand resulting from the revival of the
tounist industry, uninterrupted power supply and the incentives
provided by the government. However, egg production during
2002 declined by one per cent to approximately 254 million.
The reduction is attnbuted to the spread of a poultry disease in
the first half of the year, which affected the output of eggs.

In order to promote poultry exports, Budget 2002
introduced an exporl rebate scheme for exports of poultry
meat. A rebate of Rs. 20 per kg is granted for chicken
exported to any country with effect from October 2002 for
eligible exporters under the scheme. The direct exporter will
receive Ry, 17 per kg while the exporler designated contract
farmer will receive Rs. 3 per kg. The rebate is limited to the
first six mullion kg exported under this scheme. The aim of
the schieme is 1o encourage exporters o enter the Gulf and
the Maldivian markets. Under this scheme one exporter
exported approximately 60,000 kg of chicken to the Maldives
during 2002.

3.6 Inputs

Fertiliser

Total fertiliser issues during 2002 increased by 13 per cent (o
657,000 metric tons. This was largely due (o an increase in
fertiliser issued to the paddy sector during the 2002 calendar
year. Fertiliser issues to paddy increased by 25 per cent in 2002
and accounted for more than 33 per cent of the total issues,
Increased issues to the paddy sector are attributed to the
increase in the extent under paddy during 2002 Yala and 2002/
03 Maha seasons. Fertiliser issues (o coconut too increased by
25 per cent in 2002 as a result of the attractive nut prices that

| T -..'_-__',l_-.'-- .~ :.:_‘ e -» =ik

;

1898 1898 2000 2pa1 2z

prevailed during the year in the wake of a shortfall in
production. However, fertiliser issues to the tea sector declined
by 3 per cent especially during the last two months of the year
due to an increase in the price of urea after the reduction in the
subsidy provided to urca imports.

TABLE 3.9
Fertiliser Usage by Crops

meknic tons 000

Crop 2000 2004{a)  2002(b)
Pacdy 262 274 243
Tea 200 187 181
Rubber 14 g 7
Coconut 34 30 37
Cther Field Crops 40 30 41
Cther Export Crops 8 g B
Cthers 34 38 o
Total 593 580 657

(@) Revised Source: National Fertiliser Secratariat

(b} Provisional

Fertiliser issues during April to July 2002 increased
substantially, in anticipation of an increase in the price of urea
after the announcement of the withdrawal of the fertiliser
subsidy in the budgel of March 2002, Budget 2002 proposed
to revise the Fertiliser Subsidy Scheme with a view to
providing direct benefits to small farmers under a subsidised
Farm Input Suppert Scheme. The mode of operation of the
scheme was to issue coupons for a specified amount per acre
to small farmers who could use the coupons to purchase
agrochemicals, fertiliser, planting material or farm implements
at subsidised rates hased on the value of the coupon. However,
the proposed Farm Input Support Scheme has not been
implemented as yet. Instead, & new fertiliser subsidy scheme
was implemented from 10 October 2002, According to the new
scheme, a fixed sum of Rs. 6,000 per metric ton is given as a
subsidy payment for urea imports. As a result. the price of urea
in the open market increased from Rs. 350 per 50 kg bag to
about Rs, 650 per 50 kg bag. The new method of granting the
subsidy may encourage the importers o import when the
international prices are at low levels. As at end 2002, the (otal
subsidy payments 1o urea amounted 1o Rs, 2.2 billion.

Seed

The total quantity of certified seed paddy produced by the
public sector and the private sector increased by 13 per cent to
12,780 metric tons in 2002, However, the certified seed paddy
produced by the public sector, which accounted for 13 per cent
of the total certified seed paddy produced, declined by 12 per
cent, The public sector certified seed production programme
had been hampered by a lack of funds, which resulted in a
decline in certified sced paddy produced, especially by the
contract growers’ programme. Meanwhile, the private sector
certified seed paddy producrion increased by 18 per cent,
offsetting the decline in the public sector production. Of the
totul seed paddy requirement of the country, the certified seed
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produced by both public and private seclors and the provingial
councils and the co-operatives caterad lo-only about 14 per cent
of the requirement. Therefore, encouraging faster expansion of
private sector seed paddy production is critical in improving
productivity in the paddy seclor.

The special seed potato production programme initiated o
develop ow cost virus free seed potatoes recorded significant
progress during the year. Approximately 280 metric tons of
basic seed polzioes were produced during 20402, which was a
more than three fold increase compared ta the previous year.
The performance of the certified seed produced by DOA with
respect Lo other field crops was moch better during the year.
Certified seed production was higher than in the previous year
in respect of chillie, cowpea, green gram, groundnur and
korakkan. However, the certified seed production of maize and
sesame was less than that in the previouws year,

The vegeiable seed production programme of DOA was
also sncesssful during 2002, Almost all requitemrents of seeds
in respect of (8 different crops were met by DOA.
Approximately | 400 metric tons of basic seeds and 65,500
melric tons of certified vegetable seeds, espaciatly bow country
vegetable species, were produced by DOA. Since the
liberalisation of the seed trade, Almost the cntire stock of exotic
vegetable seeds is imported by the private secvor,

Agrochemicals

The Registrar of Pesticides has provisionally estimated the
use of pesticides in 2002 te be 5 per cent ore than that of
the previous year. The use of fungicides has increased by 27
per cent, while insecticide vsage reporied a 10 per cent
increase. In contrast, weedicide usage dropped by 4 per cent
during the year. There were 28 agrochemical importers and
B37 pesticide dealers registered with the Registrar of
Pesticides s at end 2002,

3.7 Forestry

The Forest Department (FD) continved to implement the
Foresiry Sector Master Plan in 2002 and camvied oul s=veral
projests for fovestey related aclivities with the assistance of
forcign donor agencies. The ADB provided Rs 60 miltion for
implementation of the Upper Watcrshed Management Projeci
in the districts of Badulla, Nuwara Eliya and Ratnapura
Activities such a2 buffer zone planting, maintenance of buffer

zone and timber farms, homestead development, stream
reservalion planting, seedling production, boundary survey and
boundary merking of natural forests were camied out under
this praject.

The UNDF granted Rs 21million For the Global
Environment Activity Project to cammy oul activities such as
staff training programmes. awareness programmes, and
extension services. while the World Bank granted Es. 10
million for activities under the Medicinal Flant Peoject.

TABLE 3.10
Statistics on the Foresiry Sactor
Ham Unit 2000 20{a)

1. Tola! lowzs! cover ic} Heclares 000 241§ 2.11% Folsasy
Closed canopy lomat () Mectaras 000 1,583 1,883 Ei47i
Spama Foresl Haclaras ‘009 4 48B4 e
Mangiowes Hecleras ‘000 B587  &5ET AR

2. Extent Owloeesied (&) Hitlargs P s ) ) PRy

8. Extent Retosesled (f) Hoitrras 2t Bag ¢

4. Numbar of frgst ofiences
recorded o, 4536 4044
Yolume ot imbsr detected Cubsz malers 5682 4201
Yaluw of imbar ditected Rs. mn, 56.0 5.0 [

{a) Fevised Souce | Foratt Departrmant

(b1 Prowisional

fc) Tohal forest cover showed a madkad dacling afler updaling 1ha
Hgures using kalest salelliia Imagery and aerial pholographs In 2002,

{d) Includas mangrras

(o) Eptimales

(U} Ecluding sxcima undas Parbicipatony Forestry Projact

Dawing the vear, 26 agreements were signed between the
FD and privale sector entreprencurs [or the cullivation of
commercigl scale private forest plamations on leased oue shate
land. Under this project, the preparation of land and planting
of saplings are currently in progress. Some plantaticn
managetnent companies alto have diversified into the planting
of forest trees in identified locations, where the (raditional
plantation crops have been unproductive. The gaveramaent has
encouwraged this development, as it would help generale income
for investors, as well as increase the availability of timber.
Appraximately 12,800 heclares are under forest cover in the
lands managed by the Regicnal Plantation Companies.

The State Timber Corporation continued to supply rimber
10 the state and the public sector. During 2002, (he tolal cutput
of logs, sawn titnber and firewood of the State Timber
Corporaiion declined by 15 per cent to 207,125 cubic meters
contpared to 2001,
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