Chapter 3

AGRICULTURE, FISHING AND FORESTRY

3.1 Overall Trends

Though S¢1 Lanka has been #ngaged in agricultore for
cennuries its agriculture sector is still heavily concentrated on
a few major crops: paddy, tea, rubber, coconut and o few other
field erops. This concentration, while narrawing pospects far
enhancing the incomes of people, has entailed the risk of
depending on a single ¢rop’s perlotmance for thetr livelihood.
The short-run performance of the sector depends primarily on
weather conditions, security siluatien and internatienal
commodirty prices. In the long run, the growth of the secloris
determined primarily by research and development efforts,
axkension services, infrastruciure facilities, domestic trade
policy, government intervention and international trade
policies on agricaliure.

TABLE 31

Agricubiura, Livestock and Fishery Soctor - Produc-
tion Indlces {1997-2000 as base period)

— = Change
=003} pop2ra003
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Agriculturi ared Fishary

(Oweisll) 100.9 103.3 104§ 15
1. Agriculfung 100.3 1021 105.0% 28
1.1 Agncullure crops 985 100 4 1035 31
Tea 1031 108.3 1080 -0.3
Rutber £33 93.9 95.4 16
Cocongl 947 851 92.3 72
Paddy w0 107.3 11581 73
Cihngr Crops T or LT T ] bz

1.2 Liveslock 11E.2 1 177 0s

2 Fishery 1630 1199 104 3 B0

Sources ; Central Bank of 3ri Lanka
Rzlevam Auhorings

{2} Provigional

During the last decade, yields of major agricultute crops
increased, particularly due 1o increasing private sectar
participation, but they are shill below the potential yields.
Liberalisation and deregulation of seed, planting matenal, and
land acquisition 1o some extent, logether with privatisation of
state farms have paved the way for a grealer involvement of the
private corporate sector i agriculture production. Meanwhile,
growing Nscal constraints and competing needs indicated the
nnsustainabitity of continuation of untargetted agriculire
subsidies. Infrastructure bottlenecks continued 10 hamper the
proper disiribution of agricultural produce, thereby, reducing
margins available 1o farmers. Ad hoc trade policies created
uncertainty, discouraging long-term private investment in
agriculture. Trade protection ih some of Sri Lanka's trading
partner couniries, particularly impet restrictions and high tariff

ot tea have reduced the country’s ability 1o reap the full
petential from commercial agricultural crops.

Agriculture, livestock and fisherics sector recorded an
averall grewth in volume terms of 1.5 per cent in 2003.
Favourable weather supported the recovery in paddy and
coconut sectors, but tea production, mostly in low grown areas
was affected by flaads in May. Paddy and other field crops
benefitted from Lhe Favourable security sitnation in the affecred
areas of the Nerth and the East after the peace process was
initiated m eardy 2002

Paddy, rubber, coconut and a majonty of other field crops
performed better and coniributed to the overall growth of the
agriculture sector in 2003. Paddy culput reached an all time
high level by surpassing the previous peak oulput of 2.860
thousand metric tons in 2000 by 7 per cent.

The extents sown and harvested during both Maha and
Yala seasons expanded. benefiting from beller monsoons and
improved seeurity situation in the North and the East. Other
tield crops too performed better in 2003, but potatoes and big
onions failed to do likewise.

Meanwhile, the tree erop sector recorded mixed results
during 2003, Coconut production increased by 7 per ceni,
recovering from the lowest production in 2002 that was
experienced in a decade. Rubber production, responding
positively [0 antractive prices, increased by 2 per ceni.
However, tea preduction, which had recorded, the highest ever
output in 2002, suffered a sefback in 2003 The lraq war that
terporarily disrupted the lea market, the mid year fleods and
the earth slips that adversely affected the low country tea
producing areas were the main reasons for this setback.
Meanwhile, sugar production, recovering from three
conseculive years of declining output, increased by 435 per cent
in 2003, a direct resull of positive incéntives that emanated
from the privatisation of the mayority shareholding of both
Pelwatte and Sevenagala.

3.2 Agricultural Policy and Institutional
Support

The policy on agriculture in any economy should aim at
developing a viable and sustainable agricultural sector capable
of competing successfully with competitor couniries, while
sustaining the farmers engaged in agricullure. A necessary
Tequirement to atlain this goal is the Nexibility and adoptability
of the sector to absorb pew technology and raise productivity
50 that ils average cosls remain compelitively low. Such
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Box 7

Estimation of a Productmn Index for the Agnculture, Livestock and Fishery
Sector in Sri Lanka

lntmduction

Agriculture contains several heterogensons <ub sectors.
Consequently; assessing overall petformance in the sector
is difficult. One way to overcome this difficulty is w
compute a production index, by giving approptiate weight
10 each helerogeneous sub sector. .
Produclion indiccs are computed for different
purposes. Hence, the indices compiled by different agencics
may differ from sag snother becanse of differcnees
coveraze, weights, atd the choice of base year. For
example, the Food and Agriculture Organisation {FAQ}
computes indices of agricultural production in different
countries, which show the relative level of the apgresate
volume of agricultural production for each year in
comparison with the base periad 1989-91, The main
caizgories of the FAD production indea include cereal,
crops, Faod, livestock and non-foud items excluding todder
crops, Production quantities in the FAD indices are
conmputcd after deducting quantities used as seed and feed,
Therefore the index, represénts disposable production for
any use, excluding seed and feed. The Depariment of
Census and Stafistics of $1i Lanka compuies a volume index
of agriculture dnd fivestock productian, anmwally. They
compute separate indices for tea, rubber, coconul, paddy,
highland crops, livestock, minor export crops and an ovesall
index. However, this IndeX is compuied with 7 Jag of about
tiro years. Hence, a need has arisen Lo develop an u p to date
index covering all major sub sectors in agriculture 1o
evaluate the performance of the agricultwre sector. The
Central Bank of Sti Lanka (CBSL) uadertook this task to
Tacilitate amjysis required for monetary policy purjroses.

Coverage 01" Indices

The Agriculture Production Indet. developed by llle CESL
covers three sub-sectors, viz; Agriculuie, Livesiock and
Fisheries. Each sub-secror is divided into several sub-
categories; The agriculiure sector covers plantation crops,
paddy, which is the predeminant crop in domestic
agriculture; othirerops categonies such as other field crops,

vegetables, fiuits, export agricultural crops, sugarcang and

tobacce. The Jivestoek sector covers meat, milk and egg
production. The fisheri€s sector covers marine, inland and
aquacultore fish production: The overall index is compiled
on'an annual basis. However for the plantation sub-secior
is compiled on a quaiterly basis while for sub-sectors such

as paddy, vegelable, other field crops indices are camp:]ed i

on bi-annoally I:rasm

Method of Calculation

Average values for the period 1997-2000 wers used as base
values for the annual index. The average of four years was
taken lo eliminate seasonal production parterns and
variations due 10 chanpes in the weather patterns. Base
values for the haif- year and quarterly indices were
compated by dividing anmual values dnd volumies into two
equal parts and four equal parts, respectively. .

The volume index was. calculated as a Laspeyres
quanlity index' . The volume index is calculated using
commaxdities in the plimary form before any value addition.
Wherever dala were availzble in a processed form they,
were converied (o primary products using relevant
conversion factors (eg. green leaf for tea, dry rublber conlent
for rubber, fresh nut for coconut etc.)

The value index was compuied 1s 2 simple index of the
tatio of valaes berween the carrent period and the base
perid® .

The price index is computed as the ratio between the
value index and the volume index, thus Becoming the
Paasche index?. :

The coverage of the index is limited by the availability
of data. Production data available with the Department of

EPny
1 The Laspeyios index for year tis given by ©.7 35 o-#100

where p_Is base yaar price ol inai Lh commodity, 4 is the
base year guantity of the | th commodity, g, is the year |
quaniity o the ith commoadity, For mdividuasl its e amd sul-
groups of homogenous commedilies / products, curknt
year volumes ware divided by respecliva bass volumes, 1o
ablain nices. For holerbgenatug suly- qroups o rems, he
sub-group index was caloulated using Laspeyses index.

: T Ep,
2 Theindex is defined as i " 55" whete p,andq,are

price-and guanlifyof the i th commiodity st et respeciivety,
p.,and and q_area the prics and quantity ofthe ith commadity
in the base paricd. Annual / Half yearfQuarerty valles of
each indiwidual commodity! product, sub-group of ltems,
sub- category and major category ware dmded by thair
respen:’mre Dase vames

: 5 . Zea
3 Paasche index (5 given by =37 o "'m
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Census and Stutistics do oot cover ail the varieties of
vegelables, fruils and other ¢rops grown in the country? .
The producer pricef farmpgae price is used wherever data
are available, Where price data are not available comparable
producer prices are computed using wholeszle and retail
prices. The average producer price of paddy s computed
using district leve! data. The all 1zland average producer
price is used for olher seasonal crops.

Analysis of Indices

The agriculiure velume index largely reflects the
performance of the plantation ¢rops and paddy sector.
Paddy, tea wnd coconut legether contnibute to more than 50
per cent of the agncultare produstion as shown in Chart L.

]
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The overall index shows an increasing trend and
reported the highest value in 2000 manly due to higher
production of paddy, tea and coconut, despite a temporary

1 Due w lack of data, crops such as edible green leaves,
hestis, flowars, faliage plants, plant malenial such as bam-
b, rAttan and fibras, condiments, forast products etc had
to be excluded.

Box 7 (contd.)

setback in 2001 due to drought. In 2002, Lhe sector
recovered with the improved paddy harvest and a record tea
crofr. In 2003, the overall agriculteral production index
increased further as shown in Chart 2, due b a substantisl
increase in ihe paddy harvest. The volume index of the other
agriculture sector has shown a decline in recent years
compared to the base period as a result of decreases in the
outpin of OFC such as challies, onions, black gram, cowpea,
green gram, maize and some varieties ol fruits and
sugarcane. Livestock production showed an increasing
trend as a result of the active participation of the private
sector in the poultey sector, which contributed increased
production of pouliry meat and eggs in racent years. Milk
production too improved, due to the increase in the price
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paid lor fresh milk and improvements made in the miik
collection network,

In 2000 paddy prices atid coconut price were relatively
low dug 1o bumper harvest as reflected in the value in price
indices in 2000, Unlike in the crop sub-sectar, price 2nd
value indices of the Livestock and fishery sub sector
increased continucosly. }
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agriculiural policies normally span a wide spectram of areas
such as agricultural research, new technolagy and its costless
transfer, diversification of crops, liberalisation, deregulation
and provisien of incentives through privatisation, price
slabilisanen. input management, subsidies and exlension
services and environmental protection for susiainable
development. All these policies should establish the necessary
mcentive sirucrure 5o that the sector could move forward
without continucus external support. The country's agricultural
policy was spelled out in two statemetits made by the Ministry
of Agriculture and Livestock (MALJ. and the Council for
Agriculiure Research and Policy {CARP). The policy thrust
was focussed on uplifting the agriculral sector whose
contribution o the national ecomomy and return to investment
have been well below the potential.

The Nattonal Policy on Agricultare and Livestock
(NPAL} drafted by MAL for the periad from 20032 to 2010
emphasises the need for mobilising both state sector and
privaie sector involvement and developing human resources
to transform the domestic agriculture and livestock industry
into a sustainable and strong economic force. As expansion of
land area is limited, intensifying production technology
assumes greater priotity. This is complemented by the
National Agriculiure Research Policy formulated by CARP,
which emphasises the need for demand driven research and
the developmeni of technology in areas such as plam
breeding. crop improvement, hybrid seed development,
Integrated pesl mangzgement, bic-pesticides and bio-fertiliser
development. irrigation water management, soil fertility
management, freit and floricelmre development, and post
harvest processing. The policy also attempts af streamlining
tatension services and impeoving the pracess of dissemination
of information and technotogy.

Other key reform areas identified in the NPAL are market
refarms, enhancing the rale of private enteeprencurship in
agricullure, closer integration with the foed processing
industry, and conservation and sustainable use of tesources,

In 2003, government efforls were focussed on
productivity improvement and crop diversification, developing
marketing infrastructure, increasing private secror
participation, input management and agriculture price
stabilisation.

With the intention of improving productivity and crop
diversification, CARP awatded in 2003 Rs.1 15 million for 83
research projects conducted by different regearch instiutions,
universities and the private sector in areas of plant breeding,
plant pathology, food technology, soik and fertiliser
improvement, agropomy, horticulture, and plant protection,

To improve marketing infrastrucinre, twe dedicated
economic centres were developed at Meegoda and Embilipitiya
in 2003. Those centres provided a convenient trading floor for
farmeers to sell their products 10 the retail and wholesale deaters
directly, thereby realising a better price for their produce, The
Central Bank of Sri Lanka continued its efforts to popularise

the Forward Sales Contract Scheme. An added feature of the
scheme was ils facilitation to obtain credit by both the producer
and the buyer through participating banks.

The Seed Act was passed in the Parliament in 2003 which
will protect farmers’ right to obtain good quality seeds and
planting malerial, while improving (he standards of the seed
and planting matenial production industry.

The 511 Lanka Tea Board granted an interest subsidy of 50
per cent on working capital loans for private tea faciony owners
10 overcome the financial difficulties faced by them due 1o the
drop in prices at the time of the war in Iraq. SLTB als0
allocated Bs. 10 million ko be paid among the factory cwners
for repairing damaged machinery and equipment from the
floods. The government paid Rs. 45.7 miflion as cempensation
to tea Factory owners in the districts of Galle, Matara and
Ratnapura for the tosses incurred in green leaf and stocks of
mads tea doe 1o the floods in May 2003,

The fertiliser subsidy scheme continued ta operate in 2003
where a fixed sum of Rs 6,000 per metric wn was given for
Urea, irrespective of the international price. As expected, the
new scheme encouraged imports when intermational prices
were low,

The governmen! made specilic attempts to enhance 1he
private seclar pariicipation in agricutture development. An
umbrella bady for the tea industry, Tea Association of Sri
Lanka, was formed ag a federation of six key stakeholders in
the industry. The stakeholders are the Planters’ Association of
Ceylon, the Colombo Tea Traders Association, the Tea
Exporlers™ Agsociation, Sri Lanka Federatton of Tea Small
Holdings Development Societies, Private Tea Factory Owners
Associabion and the Colombo Brokers” Association. The
Association will be initially funded by the Asian Development
Bank under the Plantation Development Project. The
Parliament passed a bill to increase the number of members of
the Rubber Research Board op to ¢leven to accommedate
grealer privale sectot participation. Of those eleven members,
seven will be appeinted from the privale sector representing
various sectors in the Tubber industry.

In 2003, ten managing agents with controlling interests in
3 regional plantalion companies agreed to reduce the
management fees from 50 per cent 1o 10 - 20 per cent. The
lower fee structure follows a formula based on the percentage
of profil before the paymenl of interest, corporate tax,
depreciation and amortisation and covers a period of five years
beginming from 2004. The fee will be gradually reduced 10 a
low level of 10 per cent by 2008, the final year of 1his
agreement, Companies subscribing o the new structure will be
eligible for credit under the ADB funded US dollar 135 million
loan scheme provided al 2 concessionary interest rate.

The Cabinet of Ministers approved the restroctuning of
ning loss making National Livestock Development Board farms
in 2002 by way of privatisation or appoinling managing agents.
The carmarked farms are Ridigama farm, Kandakadwwa farm
{North Central), Kandakaduwa farm (Seuthern}, Haragama
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farm, 1pil Ipil farm, Martin farm, Welikanda farm.
Kottukachchiya farm and Parasangahawewa farm,

On the tariff fron, the specific duty (m rice was raised
from Rs.S per kg lo Rs.7 per kg on § March 2003 and then
increased to Rs. 9 per kg on 21 August, 2003 With effect rom
4 September 2003, the specific duty of Rs.6 per kg on big
onions and Rs.3.50 per kg on sugar were rused 10 Rs 8 per kg
and s 375 per kg, respectively.

Agriculture sector |5 facing new issues and challenges
arising from pradual liberalisation, openness and globalisation.
Policy incansistency and the lack of a well specified ume frame
tor liberatisation hinders invesiment in the sector. The shortage
of agricutwural labour will continte o be 1 serious problem.
Land fragmentation will worsen this problem, 2 it does not
permil kabour substitution through mechanisation, 1t would be
increasingly difficull to oppose any forces of crentive
destruction arising from evolving intemational and domestic
deveiopments until Sni Lanka's agriculture Falls on o 2 sell-
sustainable path. However, there i3 a need lo continue 1o
prepare a conducive mzcroeconsemic environment, while
promoting research and development to uplilt the sector from
its cumment plight.

3.3 Export Crops

Tea

Tea production in 2003 declined by 2 per cend [rom the peak
ourpur of 310 miltion kg. in 2002 to 303 millien kg Floods and
earth slips affecied low elevation tea production, while the diy
spell that prevailed in December 2003 affecied the production
in 2l three elevations. High grown tea production reported a
decline of & per cent ta 82 million kg, while medium grown tea
output also declined marginally. The low grown teas. which
aceounted for over 55 per cent of the total output, declined by
1 per cent 1o 168 million kg. The production of cut, t¢ar and
curl (CTC}teas at 17.6 milhon kg declined by | per cent
compared 1o 2002, In 2003 tea tmports for blending and re-
exports imcreased from 2,5 million kg 10 4.5 million kg.

As in the previous year, the smallholder sector continued
to play a dominani 1ol¢ in the tea industry contnibuting 02 pes
cent of the pational curpuc in 2003, About 82 per cent of the
smallholders are concentrated in low grown areas. The average
yield in smaltholder sector declined by 1 per cent to 2.267 kg
per ha in 2003 due to the adverse effect of MNoods. The
estimated average yield in the estale secior in 2003 was 1,399
kg per ha, while the estimated national average yield was
L.334 kg per ha in 2003

During the year, the cost of production of tea increased by
9.3 per cent to Rs 135.58 per kg due to increases in prices of
inputs such as fertiliser, agrochemicals, fuel and ¢leciricity.
Wage increases implemented in July 2002, also contributed to
the mcrease in cost of production.

| Average yiekd of e egtatg sector i baged on tha beanng exents
provdded Ty 1he Plantation comparties, white e smallhakdar yiekds ane
proasdied by T3HDA,

TABLE 3.2
Statistios of the Tea Sector
Item Linit 200 2002{a)  200Ah)

1. Produdion kg.me 2% W W

High geawn k.. 15 BT o

Medium grown kg ma, £a L1} Ao A

L grown hyg.mn, 168 169 - 148
2 Exfenl

Totat gxtent (¢ heclares (00 180 188 188

Extenl m baasing (4]  haettargs (H0 165 185 - 18s
o, Fertlicer used il THN) 1657 125 g L=
4. Replaniing heasliras 1,013 1| . W
5. Mew Planling heclares a2 567 | 642
& Phices

Cokmbp Aucliona Asfkg. 143,96 199230 - 4305

Expen {55 Fis kg 20520 6.26 221.01:
T Costol produchon ish  Ris.kq, 12157 12406 . 13858
8. Ewpors hig.mn, 95 L -
9 Expon earnlngs Rs. mn B1S0Z  E305 85,935

USE mn 550 BE0 - -GE

. Wisnig acdad 35 % ol

GOP () 23 24 23

[a) Reviead

Sourcms. S Lanka Tea Board
(b Provisgional Hational Feieer Sacretariat
(] Extents revesed Based on fhe Tea Small Holdings

eslald seckor survey conducled in 1939 Dewelopment Authority

by the Tea Commissiones's Dwision.  Flanlation Companiss

ferchudes abandonad tea Lands) Central Bank o SriLanka
{2y Basad on the dala provided by

Plantatlon Companes and Tea Small

Hoddirvgs Devalopment Authonty.

(e} InCludes green leal suppicrs prolil mangin
{1} Ingrowing and processlng oty

Commensurate with the drop in preducnion, the quantity
of tea traded at the Colombo Auctions also declined by 2 per
cent to 304 millien kg in 2003, The anmual average Colombo
Auction price 1n rupee terms declined marginalty to Rs
149.05 per kg in 2003, while in US dollar terms it declined by
1 per cent 1o US doltar 1.54 per kg. This reflects a decline in
tea prices during first hatf of the year as 3 result of
uncertainties caused by the war in [rag. Furthermore, global
tea prices were not very atractive during 2003 due to an
increase in outpul in all other major producing countries. As a
resull of lower prices and high cost of production, many

Chart 3.1
Price and Cost ol Produciion indices: Taa
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plantation companies faced financial difficulties, leading to
curtail capital investment development and replanting on 1he
estates, The delays i the availability of furds under the Asian
Development Bank’s Plantation Development Project (PDP)
for financing, hindered the development of some Lea estales
under plantation eompanies.

Teaexports from Sri Lanka, increased by 2 per cent to 298
million kg during 2003 in comparison to the previous year. due
to the running down of the camyover stocks from 2002, The
todal export earnings from tea in rupes tenms stood at Rs. 66
billion (U3 dollars 683 miltion), indicating an increase of 4.5
per cent, compared to the previous veat. The share of bulk tea
exporls declined From 64 per cent 10 59 per ceat due 1o an
mcrease in value added teas such as tea packets, tea bags and
mstant tea. This resulted in an improvement of average export
price for ka in 2003,

With a view to encouraging ihe development of the
‘Ready o Drink’ (RTD) tea, the 3ri Lanka Tea Board has
iniriated a financial assistance scheme by way of an interest
subsidy. Under this scheme, 30 per cent of the interest cost on
loans obrained (rom banks or approved lending institutions
for the procurement of necessary machinery to manufacture
RTI} teas is subsidised by the Sii Lanka Tea Board up to 2
period of five years. The maximum amount ef the toan is
Rs. 20 million per project.

The Tea Small Holdings Development Authoriiy
{TSHI}A) continued to support the 164 smallholders by
providing necessary advisory and exiension services and
implementing tea planting subsidy schemes together with
special incendive scheme for replanting. The total subsidy
disbursed to small holdears for replanting, new planting and
infilling ef tea amounted t3 Rs 157 million in 2003, Further. the
THSDA continued the fertiliser distiibution scheme under the
credit facilities for the benefit of smallholders.

Rubber

For the second conseculive year, rubber production increased
though marginally (1.6 percent) to 92 million kg in 2003
Altractive prices during the year encowraged growers (o
increase tapping intensity 1o raise rubber production. Howaver,
outpul increases fell from the potential due ie 2 greater number
of rainy days during 20003,

There was a shift from ¢repe rubber to the manufacture of
sheet rubber in response to higher profit margins in producing
sheel rubber. Consequently, sheet rubber output increased by
17 per cent and accounted for 54 per cent of (he total cutput
compared le 47 per ceni reported in 2002. Crepe rubber ourplt
declined by 14 per cent and accounted for 24 per cent of total
cutput compared to 29 per cent in 2002.

The upward trend in Colombe Auction prices, which
commenced in April 2002, continued duving 2003, The
Colombo Auction price of all grades of rubber increased 1o the
highest (upee prices ever on record. The average auction prices
of all grades of RSS at the Colombo Auction increasad by about
50 per cent in rupee terms. The annual average prices of latex
vrepe Tose around 60 per cent,

TABLE 3.3
Statlstics of the Rubber Seclor
lem unit 2000 200%a) 20080}
1. Praduslion kgmn . )] g0
2. Argg b
Uindar cullivalmn f¢y  hattanes 000 157 157 129
Under tapping (z) heclares YHX) 132 125 1M
7. Yidd ke Mhestans 853 724 a11
4. Farfiktsr yped mt ‘300 4 7 -3
5. Feplanting {dy hétlyes 557 712 5éid
fi, ew Planing i) e lanes F 12 450
T. Pricas
Export {l.o.b) Rs.kg 5635 6553 105.25
Colomba (R3S 1} Rt M 5S4 T £2.75 10250
% Coglof preduchon (g Pefkg 48,00 £4.00 £5.30
L=, k., ok s *
W Do sie: SmSUmption keg.min. Sd.4 544 564
11, Expon garnigs Rs. mn 2134 2552 3718
U5 mn 24 27 a2
12. Yakue added as %
of GOP ) 04 0.5 25

Sourcet . Rubber Developmanl Dapl.
{a} Revized Makenal Feniiser Secralanal
o} Froveslonal Cenlral Bank of Sn Larka
{cb Extend umikor rubber has been mvised based on e census of
Adticutiure sonducted by the Oepl. of Census in 2002
{d) Exlenls ¢ovened by cukvalion assistance schemes
of the Hubber Davelopment Degartment
leb COP revised in 2002 based on a survey conducied by Ihe Fubber
Davetopment Dapt o 2003
{1 I grewing and processmg only

Chart 3.2
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The national average yield of rubber increased by 26 per
cent [0 911 kg per heciare, However, this yield 15 snll well
below the potential yield of 1,500 - 2,000 kg per ha estimated
by the Rubber Research Institute and the yield levels are wel
below Ihose in major competing countries like Thailand (1.53)
kefha) and Malaysia (1,047 kg/ha). The low yield levels are
maunly altribmed 10 nom apptication of recommended levels of
tertiliser, poor usage of tain guards, poor usage of high yielding
clones, non adherence to systematic infilling proctices. and
scarcily of competent and skilled tappers. Most of the practices
mentioned above are directly related 10 the productivily and
income in the sector. Searcily of tappers is posing a sejous
problem to the industry. Owing to the relatively lower wages
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and the low dignity attached to the accupation. members of the
younger generation are rehuctant 1o be employed as tappers
even though tapping is a skilked job.

New planiing of rubber recorded more than a three-fold
increase (by 219 per cent) 1o 450 hectares during 2005,
Prevailing high prices encouraged mew planting but
discouraged the uprooting of malure trees. As a result
replanting declined by 20 per ¢ent to 564 hectare during the
year, In 2003, Rubber Development Department disbursed Rs.
62 million and Rs. 28 million for replanting and new planting,
respectively. Since the replanting subsidy covers only o small
portion of the cost of replanting, the Ministry of Plantation
[ndustries is planning to ncrease the sibsidy.

The domestic consumption of rubber in the industrial
sector increased by 4.4 parcent (o 5T miltion kg and accounted
for 62 per cent of national rbber output in 2003. The amount
of rubber imported to the country in 2003 increased by 85
percent to 9 million kg. The quantity of rubber exported as
intermediate product declined by 4 per cent (o 35 milhon kg
due to high domestic derand.

Coconut

Coconur output in 2003 grew by 7 per cent reaching 2,562
million nuts. Improvement was seen mostly in the second half
due to the lagged effect of the favourable weather thal
prevailed in 2002. Furthermore. the opplication of fettihiser
was encouraged due Lo attractive coconut prices that prevailed
in ML

The nut equivalent of the desiccaied coconut production
increased by 50 per cent to 369 million nuts reflecting the
benefit of increased crop. However, the nut equivalent of
coconut oil production declined by 58 per centto §10 million
nuis, the lowest level recorded in the last ten years. Oil
production de¢lined, as millers could net compete with
imported edible oil after the removal of the surcharge in
September 2002, Exports of other kernel products increased
significantly during the year. Copra exports increased by 44 per
cent, while the export of fresh nuts too rase by 42 per cent
during the year, Nut equivaient of coconut cream, milk and
milk powdar productien almost doubled o (93 per cent
increase) 63 million nuts.

Gharl 3.3
Price and Cost of Productien Indices: Coconul
(1090=106)
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TABLE 3.4
Slatistics of the Coconut Sector
rem Uit 2001 00221 2003iB)
1, Praduilion if) nulks mn. 764 ol v 2562
Desiecated coconyl nulz mo fd) 408 246 b1
Coconul ai nuls min.id) 565 285 e .
Gopra (e} nuls ma.(d) -3 noo- ne
Frech AL axpors ruls. mn. it 24 k2
Crome shic: nul
consumplion {f) nuls mn. 1,786 1,815 _1.6M
Copomut drdan and
il powider wis mn (dp 30 xR 63
2, Todal Evtent heslares 000 429 429 119
3. Replantng’
Unachampsnding (g0 moCiaras &7 L] 1226
4. New plantng (3] hectarss B S 1,058
&, Ferizar weed mt{H0 1} b} a8
8. Cosl ol Produdtion Fa. fmt 265 A8 410
7. Retad Price ol &
Friesh Nyl Pz 10,50 14.87 1240
8, Avesale evpon
price 1.0k, () Bg.Mnut 705 1206 5.90
£ Expint samings RAs.mn, T.348 B B 926
LSS mn. B2 a 25 s
Fatred producks (n As . 3635 3957 4,504
LI5S ran. 4 4 LF
Cilbvar s Feg.wn. 1309 45052 4325
L¥5% mn. 42 42 45
10, Valug added a3 % of GOP () 20 20 - 2.0
|a) Revised Souness {Coconut Cullivation Board

ib) Provisional

[t} Estimated (breakdown does aot
add up o total produclion dus 1o
adjustments #of changes in stock)

(e} In Dt equivalent - conventisd ai
1mEs = 000
1 Chl = BB00 s
1mtCopra = 5775 nuts
1 mit Soconut areamuimil powdar = BON mes,

(2] [ SapOns onty

{i} Egtimated an the basis o hougahold par capila toasumpton of
948 nuts per year. Exchadas ndustial uga.

{3} Extents coverad by cultlvalion assistance schamas of the GCB.

(hi Thras majr cocanut kernel producis onky.

i} InoQrewing and processing ony.

Coconut Devaiopment Authopty
Mational Feriliser Secratanal
Central Bank of Sri Lanka

The average domestic price of desiccated ¢oconut
declined by 20 per cent 10 Rs. 71.36 per kg. Meanwhile the
average export price of desiccated coconut in US dollar terms
was 22 per cent lower than in 2002. Average domestic fresh nut
(retail) prices declined by 10 per cent o Rs. 13.40 per ntt in
)03 reflecting the impaci of increased output.

Other Export Crops

The other export crops sector, which consists of spices and
other agricultural commodities such as onmanufactured
1obacco, arecanut, cashew keimels, essential oits, foliage plams
and cut-flowers. repotted 2 mixed performance in 2003
Ezrnings from this sector, a8 a whole dechined (i rupe e terms)
by 14 pet cent to over Rs.14.5 billion due to low export prices
received for many commodities as well as a decline in exporl
velumes of major commodities such as cloves. unmanufaciured
tobacco, peppet, arecanuts, cocoa beans and cashew kernels.
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TABLE 3.5
Production of Other Export Crops
MG s
Crop 200 B0 (B} 200G E)
T Coties 2350 2,380 . 8m90
Cocoa 1,375 1,400 1,100
WG 13,600 133 0Dy 14,15
Pepper 76500 12 600 T2ERD
Cloye 2,700 & 100 2,360
Sardamonm i B g4
Nutrmeg and Maze 1,100 1,600 1740
Cashew 1,239 1,792 1,545
{a) Aevizad Sourcs - Department of Export Agricullure
ib) Provisional S Lanka Cashew Corporation

However, as in Ihe previous year earnings from this sector
exceeded the tolal export 2amings from rubber and coconut,

Cinnamon is the most important crop in this sector. The
extent under cinmamon cultivation is estimaled at
approximately 25,300 hectares. Sri Lanka is the world’s largest
producer and exporter of ¢innamon accounting for nearly two
thirds of the global output. According 1o estimates of the
Department of Export Agriculture (DEA). ¢innamen
production during 2003 increased by £ per cent, but both,
farmgate prices and export prices declined marginally
compared with the previous year. Export earnings from
¢innamen in pamary form amounted to Rs 4.3 billion, while
eomings from cinnamon bark ot and leaf oil ¢xports amounted
to Rs 224 million. There hizs been a steacy increase in eamings
from cinnamon exports in the recent years and it has become
the third largest export agricultural crop, nexl to tea and
coconut since 1993, There is a constderable polentis] for Sri
Lanka to increase vajue added exports from cinnamon instead
of exporting it as a primary product.

According to provisional estimares, there was no change
in output of pepper compared to the previous vear. However,
the export volume declined by 2 per cent to 7,740 metric 1ons.
Export price too was lower than the previous year, which
reduced the export eaming from Rs 1.5 billion to R 1.2 billion.

Clove production declined by about 42 per cent to 2,360
metnic ions in 2003. The drop in cutput is attribuled 1o the
inclement weather that prevailed in May in some parts of
Ratnapura. Kalutara, Matara and Qalle districts. The drop in
production coupled with low export prices resulted in
significant ecline in the export carnings from cloves, Exports
of cloves declined by 38 per cent to 2.5 million kg, and the
export earnings dropped to Rs 375 million in 2003 from Rs 2.7
billion in 2002.

Cashew kernel production increased by 29 per cent during
2003. Extents under cashew increased steadily during recent
years as a result of the assistance provided by the Sn Lanka
Cashew Corporation (SLCC) for cultivation, markeling and
processing. Hence, as at 2003, the extent under cashew reached
33,646 ha. The organic cashew cultivation scheme initiated by
the SLICC continued in 2003, In order to supply superior plants

to farmers al the regional level a seed garden was established
at Wilachchiya in Anuradhapura district in 2003 in addition 1o
Eluwankulama seed garden, With the collaborative planting
programmes, ¢xtension services, research and marketing
programimes, it is expecied thal cashew industry will develop
further in the future.

The foliage and cut flower sector made a significant
contribution to the export earnings during the year, Export
¢amnings from foliage plants, rooted cuttings and cut flowers
rose by 17 per cent to Ra. 925 million during 2003. This sector
expanded its aclivities with the assislance provided by the
Department of Agriculture (DOA) and the Export Development
Bourd (EDB). DOA eontinued to assist the flonculture sector
by providing technical assistance, conducting training
pregrammes, and jssuing plant varieties though the National
Botanical Gardens. EDB too assisted 1o develop the floviculnire
sector especially by providing advisory services to exporiers
and potenlial exporters by facilitating participation in
international trade fairs.

The DEA continued to play 2 major role for the
development of the export agriculture sector by implementing
subsidy schemes and providing necessary inputs, technical
information and extension services im cultivating and
processing spices. However, the subsidies dishorsed under the
Expont Agriculture Assistance Scheme declined further to Rs
22.6 miltion during 2003 due 10 Jack of funds. As in 2002, more
than 50 per cenl of the subsidy payment was for pepper. The
ADE funded Second Perennial Crop Development Project
{SPCDP} continued to operate its fifth year in 2003 1o assis|
fruit crops, spices and horticultore sector by providing cred
facilities throwgh eight participatory banks. SPCDP also
continued 1o assist DOA and DEA in the production of seeds
and planting material and in supply of farm advisory, matkeling
and techmical services through its projects.

3.4 Domestic Agriculiure

Paddy

Paddy production during the 2003 cultivation year reached an
all time high level of 3,071 thovsand metric tons {147 million
busheis) surpassing the previous peak oulput in 2000 by 7 per

Chant 3.4
Paddy Production
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cent. Output in both seasons reached tecord high levels.
Favourable climate as well as the cessation of hoslilities in the
Norher and the Eastern provinces confributed 1o the overall
improvement. Extents sown and harvested dunng both seasons
improved significansly. Output in the Maha Season surpassed
the previous best Maha output in 2000 by 6.4 per cent. Uutput
in Yalaincreased by 4.9 per cent over the previous best outpur
reported in 1999. However, for the second consecutive year the
annual average vield dropped as marginal lands came wnder
cultivation as adequate rainfall prevailed during the two
cultivation seasons. The annual average yield declined by 3 per
cent to 3.8 metric tons per hectare. Even though the annual
average yield of paddy declined for the second consecutive year
after reaching a peak in 2001, the paddy yield in Sri Lanka is
much higher than in many other countries in ihe regicn (see
B 7). though it ts siill below the potential yield.

Increasing costs of coltivation and the small scale of
production resulled in very low average net income per paddy
farmer it Sti Lanka. The cultivation unit has declined steadily
because of fragmentation of holdings, which denies benefits of
economies of scale and raises the cost of production. Prices of
inpuls such as fertiliser, agro chemicals, sced paddy, machingry
antd labour have been growing steadily. Labour constiwutes the
largest share accounting for over 50 per cent of the total cost
of production. Furthermore there is a scarcity of 1abour during
the peak planting and harvesting periods. Fertiliser accounts for
about 12-15 per cent of the wotal cost of production,

Paddy output during she 2002/2003 Maha season
increased by 7 per cent, despite a 5 per cent drop in yield, with
increased extents harvested. Of the 27 agricultural districts, in
L5 districts in the dry and intermediate zones production
tncreased. All the districts in the Notthern province reported
increased production and accounted for 7 per cent of the toral
Maha output. As in the previous year, the five major paddy

producing districts of Ampara, Kurunegala. Anuradhapura,
Polonnaruws and Mahaweli “H™ area together accounled for
more than half the Maha outpot (52 per cent.).

Output during the Yala season increased by 8 per cent,
despite the yield dropped marginally. The extents harvested
during the Yala increased by approximately 9 per cent over the
previons Yala Season. Ouiput in the Anuradhapura district
incteased by 72 per ¢ent, while notable other increases were
reporled from Mahaweli “H" area {33 per ¢ent), Hambantota
{34 per cent) and Trincomalee (24 per cent). Three major paddy
producing districts of Ampara, Polonnaruwa and Kurunegala
accounted for almost half of the Yala output (4% per cent). For
the tenth consecutive year, Ampara reported the highest output
and accounted for almost one fifth of the 10tal Yala production
(19 per cent).

The [arngate price of paddy dropped especially duting the
harvesting periods. Any informatton on exaggerated output
than actua production leads ko adverse expectaticns ob prices.
Therefore, when disseminating future paddy production
projections the impact on farmgate prices should be taken into
account. Te support farmgale price the government increased
the specific duty on imported rice from Rs.5 10 Rs. 7 per kg with
effect from 5 March 2003. Subsequently, wilh a significant
Yala output this was increased further to Rs. 9 per kg with
effect from 19 August 2003, After adjusting for seed paddy
requirements and posi harvest losses, the paddy preduction
during the year accounted for 98 per cent of the domestic
requirement. The balance requiremen! was imported and the
quantiy imported during the year amounted to 35 thousand
metric ton compared with 93 thousand metric ton in 2002.

Two new varieties of high yielding paddy, bred al
Bombuwela and Ambalanthota, wers released during the year
by the Department of Agticulture, which could help (o increase
yield in the future.

TABLE 3.6
Stallsiles of the Paddy Seclor

2002t a) 20034k
1= Uinik e =
haha Yala Total Maha Yala Totil

Gross extent sown Pwclares "G00 s10 342 #52 B2 331 2983
Groas exlan] harvasted hachares 000 493 ey RECH 560 362 amn
Hat gsienl haryssied heclares 000G 444 25 gt | qug nr 817
Produchion miL 00 1.774 1.006 2,860 1895 1,177 3071

buzhals '00 85,002 Az 027 137 hzZa 0. 7E5 7 147 157
iehd {C} k. heclare: 3990 3,742 3,895 3.7 3.0 3.7
Cradit Granied R mn 234 315 44 445 403 k]
Furchases vrder he GFS w00 - . - ! - -
Rice impons mé 00 95 . a5
{Paddy squivalenty {0 140 = . 51
{a} Revised Sources | Department of Agriculisre
{ot Provisional Mrmasiry ol Agricuture and Livestock

{c) Yield par hectare for Maha and Yala are cakoulaled using dala
Irom the Departmert of Cengus and Siatistics which are based on
coop culling sureeys whils total yield is calsylated by dividing 1ol
production by fhe nat astent harvasled.

Cepartmant o Cansus and Stalisics
Sri Lanka Cugtoms
Cenlral Bank ol Sri Lanka.
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Tt is often claimed that the paddy yield per unit of land aréa
i$ very low in Sri Lanka. Some even advocate the
abandoning of paddy cultivation because of poor
prodictivity compared to other countries. However, 4
comparison of the yields in comparable countries in the
region shows that the average yield in So Lanka is much
higher than in most of those countries. For instance; yields

Is Sri Lanka’s Paddy Yield Low?

Yields in Major Rice Producing Countries in the Tropical Region (kg/ha)

Box 8

in Sri Laoka are higher than in several major rice exporting
countries such as Thailand, Myanmar and Pakistan, Sti
Lanka's paddy vields cannot be compared with yields in
countries like Japan or Korea because they have temperile
chimates and longer day lengths, which result in more
photosynthetic activity and higher yields.

Couniry 1993 2000 2001 2002

India 3.236.1 28527 21315 £533.5
Indomesia i 42519 44007 436879 44732
Madagascar 21204 20508 21952 2196.2
Myanmay 3,240, 5 3383 4 3497 &4 16742
Fakistan 30744 30z 2,75d 2 IM7E
Philippines 2.546.5 J0EET A5 6 12797
Sri Lanka BAET20 IBE6 A 35543 4352
Thakand 2245 2E1ZE 2,E18E 2,564t

? Certam areas in [wdonesfa belong to lemperate zones and have longer day lengihs, which results n higher ylekds. Furthe«r
Indmes;an solls ave more fertile because of wolcanic activily,

Source: FAQ databasaDCS, Sni Lanka

Other Field Crops

In 2003, the other field crops which include grain lepumes,
cereal crops, tubeT crops and others performed better than the
previous year except potato and big onlon. Soya begn output
increased for the second consecutive year and reported a more
tham two fold increase due 1 an increase in the extent cultjvated
a3 well a3 an improvement in the vield. Other grain legumes
which reporied irproved outputs were cowpea (39 per cent),
black gram (17 per cent) and green gram { 10 per cent’. Almaost
the enrire improvement in the output of cowpea and green gram
was due 10 an expansion imthe extent under cultivaiion. Black
gran owtpat increased due to increases in both extent 2nd the
yield levels.

Ourput of chillies during 2003 temained at the same level
as in 2002, However, chillie production declined steadily
during the Iast decade and the: present output s about one third
of the output in the early 19903, This 12 mainly due to the
inability of domestic producers to compete with imported
chillies. The cost of production of chillies has increased with
escalaing prices of inputs and stagnated yields. To protect the
domestic chillic farmers a specific duty of Rs.30 per kg was
imposed in March 2002. This specific duty was maintained at
(he same level throughout 2003,

Outptt of potato which increased steadily since 1998
reported a 19 per cent drop due to a reducrion in the exrent
coltivaled as weil as a drop in the average yield. The heavy
pratection given to potato farming resulting in higher
profitability has encouraged farmers 1o resont to repeated

cultivation of potato im the same fiekds without adhering io the
recommended practices of crop rolation. Continuous
cultivation leads to the build up of soil borne pathegens, which
15 very detrimenial to potaro yields.

Eed onion production reported an increase of | per cent.
while big onion production declined by 2 per cent.

Reflecting the impact of domestic output decline, potato
and chillies imports increased by 7 per cent 10 per cenl,
respectively.

Fruits and Vegetables

Chverall vegetable production increased by 2 per cent (o
532,000 mettic tons in 2003, Both low country vegetables and
up country vegetables reported production imcreases. The
extent cultivaied under vegeiables increased by about 3 per cemt
during the year. This was the combined effect of a 6 per cenl
increase of the extent urder 2002403 Maha season and about 2
percent drop i the extent coltivaled during 2003 Yala season.
However, in spite of an merease in the cutpot of vegetables the
prices repocted an increase during the year. A major portion of
the production is consumed Jocally arid exponts are fess than ]
pet cent of the domestie production.

Therz was an increase in overall fruit production in 2000,
The production of banana, mango and papaw increased, while
pineappie produciion declined compared o the previous year.
However, prices increased due to high demand particularly
from the recovering tourist sector. During 2003, 31 Lanka
imperied more than 52,600 metric wns of fresh and dried fruits,
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valued at Bs, 1.8 billion. Of the total volume of imparts, apples
agcounted for 43 per cent.

D)4 has released several new vaneties of high yielding
froits, vegetables, leafy vegetables, root crops, and condiments
during the year and carmied out several irining programmes on
protecied agriculture and post harvest processing. The Instilute
of Post Harvest Technology (JPHT) introduced plastic crates
for transportation of lruits and vegetables from collectors in
Keppetipola, Mahaweli system G and H to wholesale markel
in Colombo and the Dedicated Economic Cendre in Dambulla,
under their *Fresh Produce Chain’ project to reduce post
harvest losees during (ransportation, which are very high in Sri
Lanka. Undet this project 5,836 crates have been purchased by
collectors and several such chains are now in operation. IPHT
is conducting research Lo further develop post harvest handling.
Tr also carried out tratning programmes towards upgrading the
knowledge of producers, processors. traders and extansion
officers in both public and private sectors in the area of post
harvest loss prevention and development of value added agro-
processing enterprises.

Dusing 2003, more than 9.4 million kg of vegetables and
7.7 miltion kg of fresh and dried frvits, valued at Rs 679 million
and Rs 605 million respectively were exported. In addition, the
piocessed fruit and vegetable experts amounted to 7.6 million
kg. valued at Rs 801 million. Even though a largs vaniety of
fruits are being exported only a faw sxport otiented commercial
cullivation is done except for pineapple. Cultivation in
controlled environment, using tissue culture plants would help
ko increase the output as well as the quality of the output.

Sugar

After the privatisalion programme, consisting of a sale of 90
pet cent of the government's share in Scvanagala and 53 per
et of the share at Pelwatte to the private sector in 2002, sugar
production is showing positive results by way of increased
outputs at both the factories. Consequently. sugar production

Chart 3.5
Total Sugar Availability
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in 2003 increased by 42 per cent 10 54,365 metric tong
following the outpwt declines over the previous three years. The
putput al Pelwaite and Sevanagala which increased by 57 per
cent and 18 per cent, respectively, is attributed entirely to an
increase in the quantity of cane crushed since the sugar
recovery vales declined.

The quantity of cane crughed at Pelwate increased by 67
per cent. Improvements in both own and private cane
cultivarion contributed towards the overall performance. Al
Sevanagala the cane crushed increased by 20 per cent,
Domestic production caters to less tham 15 per cent of the
national requirement.

Although commercial sugar cultivation commenced
several decades ago, the industry is besel with several structural
problems. Low yields, poor recovery rates and constant kabour
ptoblems have adversely impacted the industry. Furthermore,
the decline in the international price of sugar also has
negatively impacted the local indusiry, Hence, sugar
production per s will nol be a profitable venture. Therefore,
while producing sugar the indusiry should also iavest in the
brewing of good quality aleohols and other spirits to make the
indusiry viable.

TABLE 3.7
Statistics of the Sugar Seclor
Sevanagaly Suvgar Puhvatie Sugar Tetal
ltem Linit _Fauonr Faciony
2002 ()  UEOQddpE 2002 (&) 2007 {b) 2002 (a) 2003 1

1. Total area undir cane

[with ratoons} [C) hectares 3,885 3,500 3968 5,080 78975 8,660
2, Araa harvested (c) hactarms 2,788 2,798 1105 3.arr 5,503 6,175
3 Carw harvesied (C) mik " O0¢ 151 1496 104 212 255 407
4, Privals cane purchased mit* 00 o 0 i <] 234 163 234
5. Quanllty of cara crushed ml " 00k} 163 196 27 445 430 B41
8. Average yield (o) mihedlars: 54 70 a8 63 a3 G
7. Sugar productisn

{without sweepings} w000 14 18 24 J ar 36 . 54
8. Sugar recovery rate (dp % B.40 829 a9 833 - 3rrs 836
(2) Aevized Sources:  Pabvate Sugar Indusinias Lid.
(b} Prostgional Eevanagdla Sugar indusides Lid
{ol Includes nucleys astated and aloftaes,

Sugar produced

Retuvery rak = ¥ 100
) Cuantity of cane crushed
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The Sugar Research Institute recommended two new
vanieties bred by themn For commercial cultivation in 2003,

3.5 Fish and Livestock

Fish

Total fish production in 2003, declined by 5.4 per cenl ta
284,960 metric tons. Production in the marine sector, which
accounts for 89 per cent (254,680 meiric tons) of total fish
production, dropped by 6.8 parcent. In contrast, the inland and
aquacultore fish production increased by 7.6 percent ta 30,280
metric tons in 2003,

The drop in the marine sector cutpul is partly due o the
impasifion of new laws that prohibited the use of cartain types
of fishing gear. However, the negative impact of this policy is
a temporary phenomenon, as these laws will ensure
sustainability in the long run by reducing over exploitation of
raarine resources. The loss of fishing days due to bad weather
experienced in the Sonthern and the North Western coastal
areas during the months of May and Pune 2003 also adversely
affected the marine fish production. However, policies and
regulations applicable in the fisheries secior have 1o be
reformed to attract private investment including foreign
investment in order to ensure the long-term growth in the
industry. Improvement in inland and aquacullure fish
production is mainly due to the increase in stocking fingerfings
in the inland reservoirs,

The totad volume of fish and fishery product exports,
increased by 133 per cent to 14,714 metric tons in 2003,
Crustacean exports increased by 31 percent 1o 6,741 metric tons
accounting for 43 percent of total fish exports. Bamings from
fish exports increased by 20 per cent 10 B3 8,953 mulhon.
During the year, eatnings from the expont of ornamental fish
amounted to Rs. 623 million, an increase of 1§ per cent vver
the previous year,

An important development in the fisheries sector during
2003 is the proposed fish-canning factory, which is a joint
venturg between Union Fish Product Lid of the Ceylon
Fisheries Corporation and the Inform Progress Bank of Russia.
This would fulfili a long-felt need of the Sri Lankan fisheries
industry. Aceording toestimates, the factory will produce 21.5
tons of canned fish par day targeting both the export markst and

TABLE 3.8
Figh Production
metric hons ‘H00

S Seckor 2001 2002 (a) 5206 b
Marines (c} 258 %3 255
Aquanstiure 30 ] 30
Total 285 am 285
{a) Rewised Sowces:  Ministy ol Fisheniss and
(£ Prowiskonal Agquatic Resuurces Devalopment
[} Coastal ar deap saa £aitors Halbonal Aquats: Regouroe

Rasearch and Davelupment
Agerys

the local market, Futther, the provision of modem vessels, cold
storage facilities, and extensive reseavch in ocean resources to
better use. are also essential to safeguara the country’s fishing
industry from the threat posed by the legal as well as illegal
foreign fishing vessels and to encourage deep sea fishing, thus
taking fuil advantages of the ocean resources surmounding the
island.

Livestock

Drairy and pouliry which are the two main sub sectors in the
livestock sector performed well during in 2003 compared with
the previous year. According to available estimates, cows rilk
production increased by 2 per cent to 156 million litres, In
conirast, buffalo milk production dropped marginally (by 0.4
per cent} to 30 million litres. The producer price of milk
remained unchanged al Bs. 15 per litre during the year,
However, the cost of production increased due o increases in
anitng) feed prices.

The current supply of milk is adequate io meet only about
15 per cent of the country’s requirement. The balance is
imported mostly in the form of powdered mulk. Duding the year
S1.41 metric tons of milk and mitk-based products were
imported incuming import bill of Bs.11.5 billion.

Peuliry meat production inereased by 3.6 in 2000, while
egg production declined marginally to £84.8 million eggs. High
cost of animal feed and limited infrastrmeture facilities such as
cold rooms reduces profit margins ol producers. Chick
production increasad by 5.3 per cenl to 74 million chicks.

The high cost of animal fead 15 one of the biggest
drawbacks 10 developing the hivestock industey. Costof animal
feed increased by over 10 per cent in 2003, At present, animal
feed milling iz done by utilising expensive imporied raw
materials. This can be minimised by encouraging the use of
focal raw material in the provender industry. Non-availabilicy
of good qualily antmals is another senious constraint for the
expansion of the dairy secter, One of the principal programmes
for improving dairy cattle is to opgrade the animal population
with artificial insemination,

3.6 Inputs

Fertiliser

During 2003, total fertiliser sales declined by 13 per cent to
592,000 metric tons, Decling in fertiliser issied to the paddy
and l¢a seclors were the main reasons. The rise in fertiliser
prices as a iesult of the revigion of fertiliser subsidy scheme in
Oetabet 2002 with increased prices in the intermational markek
had a negative impact on fertiliser use in 2003, Fertihiser sales
10 the paddy sector declined by 18 percentin 2007, The decline
in the extent ynder pagdy during 2003404 Maha season, due to
drought resulted in a reduction in fertiliser usage for paddy.
Fertiliser issues to lea too declined by 7 per cent in 2003 as a
result of the low prices during the first halfl of the year at the
Colombe Auctions due to uncertaintics cavsed by the war in
Traq. However, fertiliser issues to rubber and coconut sectors
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Fertiliser Application Major Crop Categories
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increased due to the attractive rubber and coconut prices thal
prevailed during the year,

The fertiliser subsidy scheme, which was revised in
October 2002, continued in 2003. As at end 2003, the total
subzidy payments te urea amounted to Bs 2.5 billion. Under the
revised scheme a fixed sum of R 6,000 per metnic ton is given
as a subsidy payment for urea imports. However, the
intermational price of urea increased by 30 per cent in 2003
compared to the previous year due to the high demand from
major grain producing couniries as well a3 an increase in
petroleum prices. This led io an increase in the price of ureain
the domestic market.

Seed

The production of certified sceds is handled by the private
sector. The DOA produges foundation seeds and registered
seeds of the recammended vaneties of paddy and issues them
to the registered seed growers and farmer organisations for
multiplication of seeds. During 2002 DOA produced 166
melric tons (8,000 bushels) of foundation seeds and 1,706
metric tons (82,000 bushels) of registered seeds of 22
recommended varicties of paddy and issued to the private
sector growers and farmer organisations. The quantity of
certified paddy seeds produced during the year increased by 14
per cent ko 14,581 metric tong {701,000 bushels), This was
sufficient only to meet 16 per cent of the total national seed

paddy demand, leaving a large part of demand to be met from
farmers own production. where quality could be kow.

The DOA continued with the special seed potato
production programme initizled to develop low cost virus free
seed potatoes. Varieties of seed potato developed were issued
la cottract growers for multiplication. During the year seed
polako impeorts amounted to 3,030 metric tons ai a value of Rs
347 million.

DOA produced 5,500 kg of foundation seeds and 15,100
kg registered seeds of Other Field Crops f0OFC) during ihe year
for multiplication in government farms and for distribution
among farmers, The amount of cextified OFC seeds produced
in government farms and contract farms exceeded 81,000 kg,
The DOA continued 1o produce standard vegetable seeds for
goverament farms and contract farmers. For both sectors
standard vegetable seeds produced by the DOA was 8,900 kg
in 2003, Since the hberalisation of the seed wtade, almost the
entire stock of exotic vegerable seeds is imponted by the private
sector. Yegetable seed imports during 2003, amounted to 304
metric tons at 3 value of Bs 167 millicn.

Agro-Chemicals

According to the provisional estimales of the Registrar of
Pesticides, the sale volume of agrochemicals (herbicides,
insechcides, fungicides) nereased by 6 per cent in 2003. The
quantity of herbicides, which accounts for approximately 52
per cent of the total agrochemical sales, increased by 22 per
cent to 3, 441 mettic tons. In contrast, the use of insecticides
and fungicides declined by 7 per cent and 6 per cent
respeclively. The choice of herbicides by farmers’ is because
manual weeding is more expensive due to the scarcity of
labour,

3.7 Forestry

The Forest Department continued several projects 10 develop
the forestry sector with the assistance of foreign doner
agencies. The ADB conunued to fund the implementation of
the Forest Resource Management Project and Upper Watershed

TABLE 3.10
Statistics on the Forestry Sector
| W Init i 2002(E) 20030}

1. Tatal Forest Cower (5] hechanes ‘006 118 1,842 1,042

Closad canogy lonest (i TS 000 1,583 1471 1471

Sparse Foreat Preclangs D00 464 472 4§72

Mangioves heclaies '000  BEST 9504 . B531
2, Exvant Dwicrested (a) hclares F1d a1 g5
3. Extent Relarestzd {f) heclams 240 B (LT
4. Number of forest pllences 3

resardad Ha, 4,544 4,157 3,093

Yolume of Tamber delocted  cubic maters 42001 4537 LT

Vahw of Tambar dateciad s, ma. 4.0 476 2414
{a} Revized Source : Farest Deparimeant
ib} Provisionsl

() Totalbores! cover showesd a marked dechng ST ppdabing 1he
figueea wang lates! satedits imagany and asrial photographs in 2002,
(e} IPCiudes mangrowes

ie) Estirates

il Excluding extens under Paslicipatory Foresiry Project

80

Cantral Bank of Sri Lanka Annual Rapor - 2003



Part |

Chapter 3 — AGRICULTURE, FISHING AND FORESTRY

The Tropical Forest Conservation Act (TFCA) was enacted
in 1998 in the USA to convert some portions of loans siven
to low and middle-income countries into grants for the
purpose of protection of forests. Those grants can be used for
2 broad variety of forest conservation activities, including
forest restoration, implementation of sound natural resource
management systems, establishment and maintenance of
parks and protected areas, training in conservation
management, pratection of animal and plant species, research
on medicinal uses of tropical forest plants and development
and support of the livelihood of people and local
‘communities living in or near 4 tropical forest

TECA is implemented throngh bilateral agreements
with eligible countries. Six countrigs have already signed
agreemenis with the Government of the United States. Those
countries are Bangladesh, Belize, El Salvador, Parama, Peru
-and the Philippings. These agreements will generate over US
dollars 60 million for tropical forest conservation in those
countries over the life span of the agreements, Projects
financed through these grants are lo be administered by a
hody established in the beneficiary country. This body 13
fully accountable for the proper utilisation of funds, and
consists of government representatives, representatives of
environmental, community development, scientific,
academic and forestry organisations of the beneficiary
country and one or more gevernment officials from
the USA.

To be eligible for TFCA, developing countries must
have a tropical forest of global or regional significance.
Further, the povernments should be democratically elected,
cooperate on international narcotics conirol measures and
have a suitable economic reform programme in place. These

Tropical Forest Conservation Act

Box 9

govenments also should not sipport interational tesrorsm
or violate human rights. The US government has declared
that Sri Lanka is eligible to receive benefits under the
TECA. However, Sri Lanka has not yet entered into any
agregment.

Protection of forests is of paramount importance,
Approximately half of the world's forests lie between the
Tropic of Cancer and the Tropic of Capricarn and cover
about 6 per. cent of the Earth's land arex. They contain a
large number of diverse animal and plant penetic resources.
Diversity is attnibuted to the variations in elevation, climate
and soil fypes. There is also diversity in other hife Torms
such s shrubs, herbs, epiphytes, mammals, birds, reptiles,
amphibians and insects. Tropical forests also provide
valuable products including timber, firewood, fruils and
nuts, raltan, medicinal herbs, charcoal and meat. Large
numbers of people depend on these forests for hunting and
fishing. These forests also provide a host of other
environmental benefits to mankind. For instance, the
tropical forests replenish the air by absorbing carbon
dioxide and releasing oxygen to the atmosphere, thereby
reducing the atmospheric carbon dioxide levels and help in
reducing global warming. Trees also moderate stream flow
and help in reducing soil erosion and flash floods.

Sr1 Lanka should ensure protection of its forests from
various forces of destruction. In this regard, financial
assistance plays a vital role in bringing in measures for the
protection of forests. However, the financial support should
be conditional upon measures that promote Sri Lanka's
forest protection activities with enhanced benefits to all Sni
Lankans.

Management Project. Activities such as buffer zone planting,
maintenance of buffer zones and 1imber farms, homestead
development, siream reservation planting, seedling production,
boundary survey and boundary marking of natural forests were
carried out under these projects.

Achivities such as staff raining programmes, awareness
programmes, and extension services were carried out durng the
year under the UNDF funded Global Environmental Facility
Freject. World Bank funded Medicinal Plant Froject carried oot
in Anuradhapura, Galle, Matale. Monaragala and Ratnapura
districts conlinued its activities dunog the year.

The Sti Lanka Australia Matural Resources Managament
Project, which is jointly funded by the government of Sri
Lanka and the government of Australia, commenced, its pitot
phase in the Kurunagala district in February 2003. The project
has been designed 1o improve the lives and incomes of
impoverished villages in the dry zone in Sri Lanka. The

project will establish links with a bread range of stakeholders
working in the natural resource management sector in Sni
Lanka and the implementing authority for the project is the
Forest Department.

Some plantation management companies have diversified
their unproductive land into the planting of forest trees. The
government foo encouraged this diversification, as it would
help generate additional incosne in the plantation sector, while
improving environmental conditions. According to the
Ministry of Plantation Industries 9.500 ha of estate land has
been identified to diversify to forestry under the Plantation
Development Project to be implemented under ADB and
Japanese Baok for Inlernational Cooperation (TBIC) funding,

The State Timber Corporation conitinued to supply timber
te the public and the private sector. The total output of logs,
sawn tinber and firewood declined by 6 per cent to 194,000
cubic meters in 203 compared to 2002,
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