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FOREWORD

Agriculture Development Strategy, 2015-35 is prioritized marketing, value chain
and value addition of different fruits and vegetables. ADS also prioritized horticultural
crops for import substitution and trade surplus. Horticultural crops are of great importance
for increasing the share of agriculture in Gross Domestic Product of the country.
Commercialization of high value and low volume crops farming in the country is getting
momentum at present. Majority of the farmers are shifting from the farming of agronomic
crops to the horticultural crops nowadays. In this aspect, fruit and vegetable farming is
gaining popularity among the farmers of Terai, mid-hills and High hills of Nepal. Though
farmers are trying to be commercial, there is lack of sufficient marketing infrastructures,
marketing facilities and pricing mechanism. It is necessary to understand the farm
conditions and household characteristics under which they are operating in order to help
the farmers in market oriented production planning and resource utilization. In order to
assist them substantial information has to be generate and analyzed by farm as far as
possible like collection centers, wholesale markets and online marketing. Profitability of
the farm business is a pre-condition for attracting farmers for increasing the agricultural
production in the country. To know the effectiveness of collection centers constructed
already and in oepration throughout the country to device national policies for making the
farm production viable. Survey of the collection centers, management committee, farmers,
traders, consumers about the market, marketing and pricing system working under those
structures adn efficiency of our Nirdheshika-2073. This is the first attempt to publish the
efectiveness reprot based on survey. Infrastructure construction was started since 2055
after the approvam of previous nirdheshika-2053. This program has completed around 20
years time period. This is the suitable time for review our programs and suggestion for
future. This report is published to help the farmers, agribusiness operators, researchers,
academicians, executives and policy makers for the first time.

I am highly grateful to those management members, traders, consumers, farmers and
agribusiness operators who provided useful information on the survey for this study. I fully
appreciate the efforts and hard works of staffs involved in field survey, data analysis and
writing this report. Special thanks go to dedicated Agri-Marketing Expert Miss. Anisha
Giri for her hard work in preparing study report. I am also thankful to Senior Agricultural
Marketing Economist Mr. Rajendra Pradhan and Mr. Lalan K. Singh for helping in the data
management and field work. I also acknowledge the direct and indirect help of all the staffs
for the completing this study.

I welcome reviews, comments and criticisms on this report from the users so that we
can improve it further in the coming years.

Laxman Prasad Poudel
Program Director
July, 2017
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Chapter I

1. Background

Nepalese subsistence and scattered type of agricultural system should be modernized,
competitive and commercialize is urgent to get more profit and maintain sustainability
in Nepal. Agricultural production and productivity is not found increasing as expected
due to lack of assured market for agricultural commodities. Assured and effective market
management system would be boon to promote agriculture trade and enterprise promotion
as well contributes to the national economy by grabbing the world market opportunities in
Nepal. By conceptualizing and internalizing the motto of national agricultural policy-2061,
agri-business promotion policy-2063, agriculture development strategy-2015-30, 14" plan,
budget speech; commercial and competitive agricultural system should be developed to the
regional as well as world market. To achieve the goal and provide the motion to promote
agricultural trade in Nepal, we are planning to conduct impact study of collection centers
through agricultural markets survey and update the data on market flow (Both inflow and
outflow) of fruits and vegetables. The study aims to see the performance of collection
centers already constructed by government of Nepal, /NGOs and private sectors.

Subsistence level of farming is converted to commercial agriculture due to technology
development, extension, communication facilities and commercial opportunities. Increased
population, urbanization and different opportunities are accessible causing increased
internal migration and temporary settlement etc. which creates huge population pressures
demanding more agricultural commodities in urban areas and increases the daily transaction
also. These above mentioned factors are the main causal factors which increase transaction
quality of fruits and vegetables, number of markets, number of farmers involved, and
traders day after day. Government of Nepal also priorities the agricultural based policies
and programs recently which help to protect consumer, trader and entrepreneur’s welfare
and agricultural commercialization. On the basis of above facts and figure, this report is
designed to get information about the market flow and effectiveness of collection centers
of Nepal which will help to develop the planned agricultural market in future.

Table 1 : Comparison of number of agricultural market structures

S.No Markets Type Year (2069) Year (2074)
1 Wholesale Markets 22 27

2 Collection Centres 249 553

3 Hat Bazaar 889 1038

4 Retail Markets 190 149

5 Total 1350 1767

There were 1350 different types of market centres developed in Nepal since 2055
till 2069 but reached to 1767 in 2074. There are 27 wholesale markets, 553 collection
centres, 1038 hat bazaars and 149 retail markets developed in different districts of Nepal
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with the financial support of Agribusiness Promotion and Market Development Directorate
(ABPMDD) (85:15 percent ratio subsidy between government and management committee)
and other NGOs, INGOs upto 2074 (Table 1). The growth of collection center was found
122% within 5 years period between 2069 and 2074. These markets are regulated by
management committee formed as described in Krishi Upaj Bazar Sthal ko Babastha
thatha Sanchalan Sambandhi Nirdesika, 2073 and 2053 was dismiss. Among the wholesale
markets, Butwal wholesale market was developed by public private partnership (PPP)
model. The investment was shared by 60:20:20 from ABPMDD, Municipality and Traders
respectively. Nirdeshika-2053 ordered to have land of 1.5 katha at hills and 3 katha at Terai
to construct collection centers in Nepal.

~

Mid-western
2 2 (1)
99, Far-western, 6%

.

Eastern

Central, 31%

Figure 1 : Percentage of market structures available in different regions of Nepal

The figure showed that the agricultural markets constructed by 37% upto 2074 in
eastern development region and the lowest was found at far-western development region
(6%).

1.2. Introduction

All marketing systems have evolved within the constraints and conditions placed
upon them by the production sector and by the nature of the goods being marketed. The type
of product, the number, size and density of producers, the infrastructure and the policy and
institutional environments all determine the type of marketing system and the effectiveness
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with which it operates.

Important points

> Marketing includes all business activities involved in the flow of goods and services
from producers to consumers.

> For a consumer or producer, the objectives of marketing are to maximise benefits
from the available resources and to expand marketing operations to increase wealth.

> From a societal viewpoint, the major objectives of marketing are to:

- assist in the efficient allocation of resources

- create wealth and promote economic growth

- improve income distribution among different sectors of the economy
- maintain stability of supply and demand for marketed goods.

The main characteristics of agricultural and livestock marketing are:

Marketing begins at the level of individual farmers.

Producers are widely dispersed

Agricultural and livestock commodities are perishable and seasonal in supply.
Institutional supports are limited.

Marketing and trade allow specialization of activities.

This leads to enhanced resource-use efficiency and economic growth. With economic

development, the tasks and activities of marketing further increase, creating employment
and other avenues for development.

Some important prerequisites to market development are:

R/
0‘0

R/
0.0

Proper linkages between rural areas and urban centres of consumption

A conducive policy institutional environment for marketers to operate effectively
and for markets to expand beyond the basic need levels of consumers and producers
A dynamic relationship between supply and demand.

The marketing system and its structure influence the determination of a commodity’s

market price. The six main elements of price theory used to explain market prices are:

O/ 7
0‘0 0.0

X3

*

X3

8

3

%

X3

%

Perfect competition

Imperfect competition

Monopoly market

Horizontal and vertical integrations of markets
Separation of markets

Product differentiation

Seasonal and cyclic variations

A marketing system is comprised of a number of elements: the particular products

(e.g. butter only, or butter and raw milk) and their characteristics being transferred from
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producer to consumer; the characteristics of participants (e.g. the producer, the trader, the
consumer); the functions or roles that each participant performs in the market; and the
locations, stages, timetable and physical infrastructures involved.

When we talk of describing, quantifying or analysing a particular marketing system,
there is an implicit assumption that we can distinguish the elements of that system from
other economic activities. Analyses of marketing systems usually include a quantification
of the flows and of the value added, costs and profit margins at each stage in the system.

1.2.1 Marketing functions

Marketing is sometimes thought of as simply the process of buying and selling. Its
tasks are much more extensive than this simple description. For a marketing system to be
operative and effective, there are three general types of functions which it must provide.

Exchange functions:
- buying
- selling
- pricing

Physical functions:

assembling

transport and handling
storage

processing and packaging
grading and standardisation.

ASANENENEN

Facilitating functions:

. financing and risk-bearing

. market information

. demand and supply creation
. market research.

Exchange functions are what is commonly thought of as marketing. They involve
finding a buyer or a seller, negotiating price and transferring ownership (but not necessarily
physical transfer). These functions take place at the “market” - that is, the physical
meeting point for buyers and sellers at the point of production or via some other means of
communication. At this point, formal or informal property rights are important to ensure
the reliable transfer of ownership and to guarantee legality (e.g. that animals on sale were
not stolen and will not be reclaimed).

Physical functions enable the actual flow of commodities through space and time
from producer to consumer and their transformation to a form desirable to the consumer.
Assemblying or concentrating the product at convenient points allows its economical
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transport (i.e. getting enough animals together to transport cheaply). This is a valuable
function which is often overlooked in the public perception of traders. Storage allows the
commodity to be held until peak season demand, thereby stabilising supply. Processing
transforms the commodity into the products desired by the consumers. Grading and
standardisation allow the consumer to be more confident of the characteristics of the good
being purchased.

Financing and risk-bearing are two important facilitating functions. The owner
of goods at any marketing stage must sacrifice the opportunity to use the working capital
needed to buy those goods elsewhere. Or the owner must borrow that capital. In either
case, capital must be provided by the trader or by some lending source. Regardless, cost
is involved. Further, there is an implicit cost in the risk of losing all or part of that capital
through theft, spoilage, mortality or changing market conditions. Without the willingness
to provide the capital and to bear these costs, no stage of the market chain could function.
Other facilitating functions enable producers to respond to consumer needs and thus provide
goods in the locations, quantity and form desired.

These functions create the marketing environment, whose elements are:

. Market and facilities - including all of the physical infrastructure that a market may
depend on.

. Marketinformation and intelligence - including informal and formal communication
systems, and standard weights and grades on which market information depends.

. Institutional environment - including the government policy environment,

regulations and supporting legislation.

1.2.2 Marketing agents

Market actors are defined the roles they play, by the nature of their financing activities
and their responsibility to ownership (whether to a centralised public office, to a private
purchaser of the marketing: service or self-responsibility as in the case of independent
private enterprises). Actors in the market can choose between specialising in one activity
or integrating a number of activities into one enterprise in a vertical or horizontal manner.
A specialised enterprise can offer its customers more individual attention and provide the
exact quality and form of goods desired (e.g. local butcher). Thus, the roles of actors are
often difficult to separate. The roles of vertically-integrated actors are likely to overlap
with those of more specialised agents in the market. Figure 5.3 illustrates how the roles of
market agents can vary.



S, P, T

Farmer » Rural consumer
Farmer 5P T » Rural retailer L... Raral consumer
P.S,T
Farmer 5, T » Residenl processor —!
\—- Rural retailer S, T » Rural consumer
S, T P,S, T

Farmer

»  Nonresident wholesaler ———‘

\—r Urban wholesaler or consumer

Figure 2 : The Varying roles of marketing agents

Adapted from Timmer et al (1983: p.167).
S = storage; P = processing; and T = transport.

Country buyers often carry out the initial task of assembling goods from dispersed
farms or local rural markets. These buyers may be farmers, shopkeepers, itinerant traders
or some co-operative or government-buying agency.

The role of wholesalers is to transfer goods from producers or country buyers to
retailers or other wholesalers. Thus, their role may overlap with that of country buyers,
in that they may deal directly with producers. They often finance the movement of goods
themselves and consequently bear the cost of marketing risks. In the African livestock
trade, there is a tendency for there to be a number of stages in the wholesale trade, as
animals are assembled into larger and larger herds for subsequent trekking to urban centres.
To operate profitably, wholesalers must be especially well-informed about current market
prices and conditions, since the costs of market risks increase with the number of stock
being handled.

Commission agents may sometimes operate on behalf of wholesalers for a percentage
of the price paid. Although they act in the same way as wholesalers, the risk remains with
the owner of the goods. Brokers offering an intimate knowledge of the market act to
bring buyers and sellers together. In West Africa, livestock brokers also serve to enforce
informal market rules by monitoring transactions, assuring the integrity of each party in
the transaction and guaranteeing the negotiated price will be paid. Thus, they contribute in
several ways to the exchange functions by facilitating buying and selling, and reinforcing
the informal system which enforces contracts.

Processors transform the good either partially or completely into the form to be
consumed. In the African livestock trade, processing is often carried out on a large scale by
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government agencies who also operate as wholesalers. They may also sell their processing
services to smaller traders.

Retailers present the good to the consumer in the manner, location and form desired.
In the case of livestock, they may also carry out processing activities (e.g. butchering).

1.2.3 Marketing enterprises and channels
Enterprises of four types normally fulfill the roles of middlemen described above.
These are:

. Independent, locally-based private enterprises
. Co-operatives

. Marketing boards and other state enterprises

. Transnational companies.

Independent, locally-based private enterprises operate with capital owned directly
by the operators and their partners, or in some cases by shareholders. Although not always
large in scale of operation, these make up the greatest number of agriculture and livestock
enterprises. Great variety exists in their level and degree of sophistication. Sometimes
foreign-owned operations may’ occupy important roles in this niche, particularly in foreign
trade of livestock products.

Co-operatives have the potential to improve marketing efficiency. They can reduce
marketing costs. For example, a village livestock marketing co-operative could co-ordinate
the production schedules of small farmers, so that sufficient animals would reach market
age at the same time, allowing truck transport to markets and lowering per unit transport
costs. Co-operatives can also be used to counteract imperfect competition (monopsony/
oligopoly power) among buyers, by creating greater bargaining power among producers.
Typically they are used to distribute credit or subsidised inputs. In Africa they have been
more successful when they have confined themselves at first to one’ simple function which
is important to all members, attempting only later to expand their role. In order to be
successful in the long run, a co-operative must be able to carry out marketing functions
with lower cost or effort than available alternatives. If this ability is not perceived by
members, co-operatives are likely to break down. Since the ownership of co-operatives, by
definition, lies in the hands of those who use its services (and who are thus entitled to any
profits), a distinction must be made between farmer-owned and -controlled co-operatives
and parastatals. Parastatals are co-operatives in name only, since they are government
controlled. They may serve as taxation mechanisms or to promote government support.
Private co-operatives are likely to be more efficient than parastatals, because of ownership
incentives. Some co-operatives are difficult to classify, such as the Kenya Co-operatives
Creamery (KCC). Although nominally a private cooperative, the KCC acts as a parastatal
because of government-sanctioned monopoly and regulatory powers.

Marketing boards and other state enterprises, although popular with many African
governments, have been much criticised. They are set up by government direction with
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government capital. Major operating decisions are subject to approval by the responsible
minister. Parastatals are slightly more independent. Although government financed, they are
autonomous in terms of handling funds, recruiting staff and making operational decisions.

The objectives of establishing such public intermediaries are: to raise the bargaining
power of agricultural producers via an imposed monopoly on sales; ‘to set up needed market
and processing facilities; to raise the scale of operation and thus to capture economies of
scale; and to stabilise market supply and prices. They often fail to achieve these objectives
because of inappropriate policies, poor management and lack of knowledge. Attempts to
replace private markets usually fail because the detailed information necessary to operate
may be too dispersed to gather. Managers succumb to patronage and corruption, and
incentives for efficient operation are usually lacking. The Kenya Meat Commission (KMC)
was, until recently, a parastatal set up to buy and process cattle and to market the products.
Although potential economies of scale existed, these were not achieved because capacity
was under-utilised and per unit costs were higher. Slaughterhouses built to handle peak
seasonal supply are usually under-utilised during other seasons. Parastatals with a mandate
to buy at fixed prices from all producers also suffer from high costs of cattle purchases in
pastoral areas, where such sales are widely dispersed.

Transnational companies often succeed because of their access to processing
technology and external markets. By definition, they operate in countries other than that
of their headquarters. They can assist market development by facilitating the movement
of skills and capital to areas where they are in short supply, potentially contributing to the
levelling of commercial expertise.

When considering the relative advantages of each of these enterprises, attention
must be given to the particular environment of livestock marketing in Africa. Its marketing
structures are more complicated and differentiated than those in a developed country where
production is much more specialised. Further, issues of equity and income distribution
between producers are more acute and must be considered in the policy decision to promote
certain types of enterprise.

All of the goods in a particular market are unlikely to pass through the same set
of agents. Usually goods pass through a variety of market channels as a result of varying
degrees of vertical integration existing in the same market. Figure 5.4 illustrates a marketing
system showing multiple marketing channels. At times, some intermediaries are bypassed,
while in others, goods pass through a large number of hands. Mote that at any one level of
the market, such as at level A, the sum of the percentage flows in the diagram is always 100.
This type of diagram can be helpful in basic planning for new investment in marketing, by
identifying both the channels where volume is highest and other channels which could be
further developed.
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Figure 3 : Marketing chain for milk and dairy products
Adapted from Ansell (1971: p. 7).

1.2.4 Nature of agricultural marketing in Nepal
a. Unorganised :

The agricultural marketing system in the country is not found qrganised.The farmers
produced small quantities of food grains, vwgetables, fruits, and other commodities and sell
in the village and fulfil their basic needs. At present weight, price, quality control and other
the village are not systematic. Agriculture marketing works in the interest of individuals
which help big farmers only and large number of small farmers are always deprived of due
benefits.

b. Seasonal:

Agriculture production and marketing both are seosonal activities in rural Nepal.
Since there is lack of storage facilities, whatever the farmers grow and produce are brought
to the market immediately after harvesting. This obviously causes over supply in the market
compelling the farmers to sell their products at unfairly lower price.

c. Indequate number of market centres:

Market centers are inadequate in number edspecially in the hills and mountain
regions. people have to travel long distance for hours to reach the nearest market centres.
This natually limits trade of the agriculture products. Especially perishable goods are badly

affected. limits trade of the agriculture products. Especially preshable goods are badly
9



affected

d. Small size of the market:

Due to subsistence farming, the volume of marketable surplus generated by
village farmers is very low. This situation discourages them from travelling to a
better market wherein they could obtain a better price. As a consequencwe, this limits the
extent or size of a rural market.

e. Poor marketing network:

Given the topography and lack of proper and adequate transportantion and
communication system, agriculture market in nepal are not well integrated. Normally, there
is food surplus in the terai whereas most of the hill districts remain food deficit areas during
a major part of the year.

f. Influence of indian market:

Because of the long open border between india and Nepal agriculture marketing is
directly influenced by price and quality of the commodity across the boarder. Generally,
indian agriculture production system is more efficient and their products are cheaper then
the products of Nepal. this adversely affects the Nepalese agriculture market.

g. Predominance of intermediaries:

Agriculture marketingin Nepal is characterised by the predominance of intermediaries.
intermediaries visit door-to-door and buy products at very low price and sell the same to
other consumers at higher prices. In this proces they make substantial profits.

h. Individualized marketing:

Since rural farmers are not organised, they are compelled to sell their products
individually. Their bargaining capacity is thus weak. Whatever institutions have come up
recently for their protection have not been able to operate effectively due to organisational
and financial difficulties.

1.2.5 Existing marketing system and pitfalls in Nepal

Direct sale by small farmers in road-head, nearby markets
Sale to money lenders and traders

Hat Bazaar

Collection Centers

Wholesale markets

Co-operative markets

Department store -very few and new trend

YVVYVVVYY

Pitfalls of the existing Marketing system

10
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Still

Very Weak Post production Services

Inadequate Investment in Infrastructure

Inadequate Marketing Services for Agricultural Produce : Less priority of marketing
in extension system

Lack of Legal and Institutional System for Certification-organic

Lack of Agri-Marketing Information System (AMIS)

Pricing system collapsed-should be auction with minimum price declared by
government agency-traders syndicate

Standard land size (1.5 ka in Hill and 3 ka in Terai) and

Infrastructures with basic facilities like toilet, wastage management, storage, cold
storage, water supply, Khajaghar, farmer’s chautari

Existing policies, plan and budget regarding agricultural marketing
South Asia Free Trade Area (SAFTA), 2006

World Trade Organization (WTO), 2004

National Agricultural Policy, 2004

Agribusiness Promotion policy, 2006-Specific

Agricultrue Perspective Plan (APP), 1995

Agricultrue Development Startegy (ADS), 2015-35

National Trade Integration Strategy (NTIS), 2010

Trade policy, 2009

Agricultural market management and regulation, 2073 (Dissolved, 2053)
Kalimati Veg. and Fruit established order, 2051
Cooperative markets

Agri market Act formulation process is not finalized yet and great challenge for
ownership and to operate the 1767 structures.

14t plan
Commercialization and marketing

>
>
>

Subsidies for construction of cold storages based on the cost sharing basis.
Competitive matching grant through different foreign aided projects
Reconstruction and upgrading of fruits and vegetable market at Kalimati and fruit
market at Chovar

One village one product in PPP model but implementation authority, model not
finalized

Agri market information system strengthened and use of ICT for Market
Intelligence

Collection centers, haat bazars, wholesale markets, regional and central agri

11
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commodities market infrastructures development

Coordination among research, extension and education

Community agri. extension service center

One village one technician for delivering agri services to household level or now
One ward One Technician

Statistics on agriculture updated regularly

Farmers commission and Classification of farmers

Food quality regulations through monitoring of hotels, restaurants and distribution
of standardization logo to hotels along the highways, Use of mobile laboratories,
accredited laboratories GAP and GMP promotion

Program to judicious use of pesticides and residue analysis in vegetable crops
along with hazard analysis and awareness raising

Budget speech

>

VVVVVYVYVYVYY

1.3

Enhance agricultural production through judicious distribution of production
inputs by identifying the products of comparative and competitive advantage
of local areas

To enhance access to resources centers and agri markets at certain distances .
Minimum support price of major cereals crops will be fixed as needed.

Market Act approval from parliament

Need to address floriculture sector to promote marketing

Organic certification and products marketing promotion strategy

Post harvest services promotion

Cold storage facilities with mobile van and cooling chamber

Investment increment to agri-market infrastructure sector development

Online marketing promotion

Objectives
The major objective of the study was to find out the effectiveness of the agricultural

collection centres to promote marketing. The objectives of the study was

YV VYV

14

To know the performance of collection centers

to ascertain the quality of services provided

to understand the marketing channels

to update the number, location, facilities, authority, demand and supply situation,
management status of major fruits and vegetables of Nepal

Rationale of the study
The studies on effectiveness of market structures constructed throughout the country

by agribusiness promotion and marketing development directorate (ABPMDD) was not
conducted yet. These information are valuable for production planning in future based
on availability of market structures and marketing facilities. We have lack of information

12



on basic information like number of agricultural markets, location suitable or not, price,
transaction quantity, and number of traders. Therefore, we are unable to complete the task of
market infrastructure development, management and monitoring related works effectively
and timely. Government and non-government organizations are ready to invest on market
infrastructure development and management but lack of information related to demand
and supply situation of commodities hinders to accept and deliver the investment. This
information is necessary to trust for funding by different organizations. Market information
related to supply situation, consumption and market flow of commodities in the local market
are essential for the managed location specific production planning. Information on highly
export potential but low supply products is also essential to get more prices.

1.5 Limitation of the study

The study assesses market flow of fruits and vegetables from producer to consumer
and effectiveness of market structures like collection centers for easing the production and
marketing of the commodities. This study, however, is based on collection centers market
survey. Since there is no recording system of data at farmers’ level and collection centers
allow access to their trade records limitedly, the data were collected on recall survey of
previous activities of the farmers, traders and somehow maintained record of market.

13



CHAPTER 11
2. METHODOLOGY

2.1 Selection of districts and markets

The study was focused on effectiveness of collection centers, calculation of quantity
received and marketed in the collection centers of Nepal. Areas with previous evidences
and records of collection centers and existence of different construction sites were selected.
Seventy five collection centers including 12 districts out of seventy one were selected
purposively. After centers and districts selection, survey sites were selected from each
district in consultation with the District Agriculture Development Office (DADO) taking
criteria of coexistence of centers, producing farmers’ and different types of markets into
consideration.

2.2 Research design

The research was focused on fruits and vegetables production, price spread, and trade
flow of such commodities in the selected collection centers. Primary and secondary data
were collected and analyzed using statistical tools like excel and SPSS. From the collected
data, number of collection centers, production of the district, production center, markets,
marketed quantity, imported quantity, retailing areas, consumption, pricing mechanism,
price spread, and factors causing the low price of commodities were assessed.

2.3 Data collection
Primary data: Primary data were collected through collection centers, traders and
consumer surveys by using structured questionnaire.

Sampling procedure and sample size

Simple random sampling was used to select sample centers were selected purposively
where other collection centers, district markets, traders and consumer were sampling units.
Altogether 75 collection centers, 24 retail markets, 25 consumers and 30 farmers were
interviewed.

Secondary data: The secondary sources include crop production data (production
and practices related) from Ministry of Agriculture Development and also from District
Agriculture Development Office (DADO) of the respective districts, annual reports
of respective wholesale markets, annual reports of Kalimati markets, annual reports of
agribusiness promotion and market development directorate, market research and statistics
management program and Central Bureau of Statistics. Journals, seminar/workshop papers
and e-materials were also major secondary data sources.

2.4 Data processing and analysis

Both descriptive and analytical methods were used to analyze the data collected.
14



Quantitative analysis

25

Descriptive statistics: Primary data obtained from field and market observation,
and market surveys were analyzed quantitatively. Simple statistics like sum, mean,
percentage, weighted average and standard deviation were used for descriptive
analysis of agricultural production, trade flow of fruits and vegetables and prices.
Standard deviation and weighted average helps to validate the results obtained from
analysis. Factors affecting low own production marketing and price were collected
through secondary sources.

Map of the selected districts

MAP OF NEPAL WITH SELECTED DISTRICTS
N
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CHAPTER II1
3. Result and Discussion

The study on effectiveness of collection centers constructed by different sources was
conducted through survey. The findings are discussed as follows.

3.1 Agricultural growth rate
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Figure 4 : Agricultural growth rate, 2063/64-2074-75

The figure shows variations in agricultural growth rate ranging from 1 to 5.8. Two
fiscal years 2065/66 and 2073/74 achieved the highest above 5 growth rate during this 10
years time period from 2063/64 to 2073/74. Average agricultural growth rate was found 3.2
percent during this time period.
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Figure 5 : Coverage of commodity at Kalimati Market

The major weightage (83%) of the transaction was recorded in vegetables at Kalimati
market. Vegetable occupy the majro volume of transactions within the market.
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Figure 6 : Sources of the countries and districts at Kalimati market

Among the total transactions, Outside Nepal (35%-India and China) and remaining
65% of the produce came from different districts.
Among the districts, Dhanding, Kavre, Makwanpur, Chitwan and Bhaktapur are the

top five suppliers to Kalimati market (Figure 6).



Vegetable had highest share at Kalimati market contributed around 83% among total
transaction followed by fruits and spices (Figure 6).

3.3 Transactions in collection centers, 2073/74
Table 3 : Annual transactions and income from the markets
SN [Markvet structures Transactions Average price Annual Income
(“000”’Mt) (“000”Rs) (Arba Rs)
1 |{Whole sale market
Vegetables 313.13
Fruits 94.6
Total 407.73 35 14.27
2 |Kalimati 250 35 8.75
3 |Collection centers
Average 6.35 28 17.78 Krorer
Minimum 1.5
Maximum 11.2

Generally, collection centers act as a transit market to transfer from production
sites to distant market or consumtion sites. By name, this structures are used to collect the
unorganized products from farmers field. The management committee used to collect the
products, washing, packaging and transfer to wholesale nearby markets for higher price.
But sometimes, collection centers used to sell the products directly to the local sellers and
consumers. The table showed the lower transactions in economic value from collection
centers.

3.4 Market structures in Nepal

Eastern development region recorded the higher market structures i.e. 37% of the
market structures lie there while lowest (6%) were found in far-western development
region.

Table 4: Number of Market Structures, 2074

. Collection Retail Wholesale

SN | Development Region | Haat bazaar N Markets Markets Total
1 |Eastern 554 64 33 3 654
2 |Central 308 158 79 12 557
3 |Western 108 162 17 5 292
4 |Mid-western 36 109 3 5 153
5 |Far-western 32 60 17 2 111
Total 1038 553 149 27 1767




3.5 Number of collection centres

There are altogether 553 collection centres (Table 3). Among them 29% of the
collection centres lie on western development regions, 28% on central development regions,
20% on mid-western, 12% on eastern and 11% on far-western development regions (fig 7).

In eastern and central development regions, the collection centres were established
in all districts while in western development regions all districts except Manang were
covered. Similarly, in mid-western development regions, 13 districts except Mugu and
Humla recorded to have the collection centres. And all 9 districts in far-western development
regions, the collection centres are running.

Table 5. Number of collection centres in Nepal
Development Regions Eastern | Central | Western |Mid-western| Far-western| Total
Number of collection centres 62 158 162 109 60 553
Source : ABPMDD, 2015/16

Number of collection centres

Far-western Eastern
11% 11%

Mid-western
20%

Western
29%

Figure 7 : Number of collection centers

3.6 Current status

Out of the total collection centres, 76% of the collection centres are running in
good position while 15% are closed due to various factors and 9% of them are seasonal
type which run at certain time only. The collection centres under construction, lack of
knowledge, inappropriate location, number of vehicle at home, products not in commercial
scale for sale are the various reasons leading to the ineffective condition of the collection
centres.
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Run situation

Sometime 9%

No 15%

Yes 76%

Figure 8 : Current status of collection centers

3.7 Leading to form and construct

committee and 21% by the group.

40% of the collection centres are formed by the cooperatives while 39% were by

-

Management committee formation

~

Figure 9 : Leading organizations to form and construct collection centers



3.8 Committee formation

In 41% of the total collections centres, committee formation was according to the
nirdeshika-2053 and onward of 2073 while 52% was by the cooperative and rest 7% by
others like in the name of school, etc.

Committee formation and run

Other
7%

Figure 10 : Management committee formation

3.9 Meeting

84% of the collection centres conduct the meeting either at regular intervals or
according to the conditions if needed. Among them, 60% conduct in regular interval
according to the nirdeshika of ABPMDD i.e. per month while 40% of them conduct the
meeting Snly if needed.

~

Figure 11 : Monthly Meeting status of management committee
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Meeting percentage

ltu

Meeting Regular Irregular

Figure 12 : Monthly Meeting status

3.10 Infrastructure
3.10.1Drinking water

In 56% of the collection centres, there is the facility of drinking water while in rest
44%, there is no drinking water facility.

Drinking Water

Figure 13 : Availability of drinking water facility



3.10.2 Plastic crate

In 71% of the collection centres, there are plastic crates while in rest 29%, there no
facility of plastic crates. Majority of the collection centers are using plastic crates to handle
safely from field/farm to collection centes. Minimum number of plastic crates used by
collection center found 30 in each and maximum number was found around 350 and the
average number was 65 in each collection center. The average number of plastic crates was
found minimum in number that is not sufficient to collect all the production and transfer to
Kathmandu slowly.

Table 6 : Number of plastic crates
SN Particulars Max Min Ave.
1 |Plastic crates 350 30 65

Plastic crate

Figure 14 : Availability of plastic crates at collection centers

3.10.3 Storage capacity

In 55% of the collection centres, there is the facility of storage while in rest 45%,
there is no storage facility. Storage facility with cool chamber is needed to keep the
products before to transfer to big retail markets. But most of the collection centers had no
storage facility with cool chamber. Most of the collection centers have storage facility of
low capacity just suitable for around 16 mt per day in our condition.

Table 7 : Storage capacity of cold storage
SN Particulars Max Min Ave.
1 |[Storage, Mt 40 3 15.77




Storage Capacity, Mt

Figure 15 : Storage capacity of cold storage

3.10.4 Weighing balance

In 76% of the collection centres, there is the facility of weighing balance while in
rest 44%, there is no weighing balance. Among the 76%, 55% use digital weighing balance
while 28% use normal and rest 17% have both digital and normal weighing balance.

Weighing Balance

Figure 16 : Availability of weighing balance



Types of weighing balance

Figure 17 : Availability of types of weighing balance

3.10.5 Vehicle facility

Only 11% of the collection centres have vehicle facility while in rest 89% don’t
have vehicle facility. Only few collection centers have their own vehicle to collect and
transfer commodities but majority of the centers depend on private vehicle by hiring and
sometime in local vehicles. This is needed to handle safely and minimize the losses through
transportation and also reduce the cost of handling.

. N
Vehicle facilities

- %
Figure 18 : Availability of vehicle facility at collection centers




3.10.6 Financial Subsidy

The study shows that 96% of the collection centres were formed under the government
subsidy while only 4% of them were by non government sectors. The majority of fund
provided by agribusiness promotion and marketing development directorate.the ABPMDD
provide the cash subsidy based on competition and based on criteria set at nirdeshika-2053.

Financial subsidy

NonGon
4%

Figure 19 : Financial subsidy for the construction of market structures

3.10.7 Price fixation

60% of the price fixation was done by the traders, 35% according to the demand and
supply forces while the remaining 5% by the auction. Traders have the main role in price
fixation due to which most of the farmers are facing. The price is controlled by traders and
harassment to the farmers. The situation create a huge price gap between producers and
consumers. /Consumer should pay high but farmers get less.

~

Price fixation

Auction

5%
e
~ Demand and
Supply forces :

N J

Figure 20 : System of pricing mechanism



3.10.8 Location

Only 69% of the collection centres are established in the appropriate location
while the rest 31% lie in inappropriate location. Site selection is must important before
establishment. Nirdhesikha does not allow to buy land and committee should manage the
land either from government source or donation. This is the main reason for the unsuitability
of location. Beside this, road access, construction, vehicle facility door to door are other
important reason for the unsuitability of location nowadays.

Inappropriate

31%

Chart Title

Appropriate
69%

Figure 21 : Suitability of location at collection centers

3.10.9Space

Space

More
5%

Figure 22 : Availability of open space at collection centers

Only 42% of the collection centers have adequate open space required for load and

unload commodities.
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3.10.10 Infrastructure

In 80% of the collection centres, there we found the lack of physical infrastructures
like shed, weighing area, drinking water, sanitation, wall, toilets. These are the minimum
physical infrastructure which are compulsory in every markets.

~

Infrastructure

- J
Figure 23 : Physical facilities available at collection centers

3.10.11 Nearest market
The nearest market were found from 0.03km upto 50 km far from the point of
collection centers. Average distance from the collection center was found 9.4 Km far.

Table 8 : Distance to nearest market
SN Particulars Max Min Average
1 Distance, Km 50 0.03 9.4

3.10.12 Changes after collection centre establishment
3.10.12.1 Production
From the survey, 62% increment in production was reported.

Figure 24 : Changes in production after collection centers establishment
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3.10.12.2 Income

Income

Income

Nochange 0%

9%

Figure 25 : Changes in income level

Majority of farmers are able to increase their income (91%) through marketing
available due to commercial infrastructures establishment.

3.10.12.3 Physical facilities

Figure 26 : Improvement in physical facilities

Around 36% of the collection centers are able to increase their facilities, construction
of some shed, toilet, bathroom, quarters and etc. Majority of the infrastructure are in the
same condition at the time of established.



3.10.12.4 Diversification in products

Figure 27 : Product divesification by collection center establishment

The collection centers give the access to diversified products in the market. Due to
availability of the market centers, farmers are quite happy due to no problem to sell the
products. Anything at any amount collect and sell it to the market.

3.10.12.5 Employment
23% of the collection centres reported the increase in employment opportunity.
While rest 77% reported no change.

Figure 28 : Employment opportunities by collection centers



3.10.12.6 Farmers Share

Farmers Share

Figure 29 : Farmer s share at collection centers

From production to marketing, poor farmers are engaged and for the encouragement
of the low profile family, government should provide the cash subsidy.

3.10.12.7 Losses management

Losses

Losses
0%

Figure 30 : Post harvest and transporation loss management

Due to availability of vehicle, smooth road, availability of market, cold storage,
plastic crates, the losses during handling and processing is reduced by 65% around the
command area.

3.10.12.8 Command Area Expansion

36% of the collection centres reported the expansion of the command area which
shows effective running of the collection centres in 36% of the areas.
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Figure 31 : Expansion of command area

3.11 Consumers and farmers number : base period 2063

Establishment of the collection centres lead to the increase in consumers and
farmers number. The study shows that 81% of the collection centres recorded the increase
in consumers and producers number while remaining recorded no change or decrease in
consumers and farmers number. The possible reason behind it was due to the effective
running of the collection centres, inappropriate location and less trained personnel for its
proper function.

\

Consumers and farmers number

Decrease
2%

Figure 32 : Number of farmer and consumer



3.12 Price trend

With the establishment of the collection centres, the increment in price was noticed,
the price increment was recorded in 71% of the collection centers than the previous while
some i.e. 11% collection centres reported decrease in the price and there was no change in
the price in 18% of the collection centres.

Price trend

d_*_r'_"zﬁ'o-ch-ang
gy

|
Decrease

11%

Figure 33:Changes in number of farmers and consumers

3.13 Quality maintenance

According to the survey, it was found that 64% of the products were found to be
safe after the establishment of the collection centres. Because after the establishment of the
collection centres, there the products are safely handled as there was storage facility, use of
plastic crates, selling of the products at right time, etc. And 11% reported the increment in
the self life of the products while 25% reported no change in the self life of the commodities.

Quality maintenance

Long self life
11%

e

—
_ Nochange
y 25%

Figure 34 : Changes in safe and shelf life
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3.14 Problems faced by the committee to operate the centers in full form
Land availability and suitability
Road access

Structures completion

Basic facilities

Management Nirdheshika incomplete
Timely election

Finance

Pricing policy

Market Act-legal restrictions

Lacks feasibility study

Waste management
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4.1

Chapter IV
Summary and Conclusion

Summary
This study is based on collection center survey and focus group discussion with

management committee members, traders, farmers and consumers. This study indicates

that

4.2

76% of the collection centers are in operation.

84% of the management team members organize regular monthly meeting.

96% of the government subsidy specially budget from agribusiness promotion
and marketing development directorate is used for the infrastructure construction
purpose.

Only few collection centers have all the physical facilities like storage, vehicle,
plastic crates, drinking water supply etc.

Traders have contol over to fix the price. Around 60% of the respondent reported that
traders will decide commodity price.

Only 69% of the collection centers are located in appropriate location. 31% of the
collection cetners are cosntructed but not in appropriate location.

64% of the respondent reported that production and command area increased due to
establishemnt of collection centers.

47% of the respondent reported the increase in product diversification due to
collection center establishment.

Conclusion
The study showed the less effectiveness of already constructed collection center

infrastructures. There are some reasons for the less effectiveness of such infrastructures.
They are :

R/
0.0

X3

8

7
.0

-,

X3

%

3

%

0’0

Construction without feasibility study

Construction incomplete, without basic facilities due to low budget allocation

Not linked with the production sites

Land ownership lacking-school, government, contract, municipality, not to
management committee or collection centers

Lack of representation of all three tires-farmers, traders, and officials

Road accessibility increased and producers directly supply products to the main
markets

Price should be fixed by the demand and supply forces, not by the traders alone

39



3 Recommendation
Timely approval of market act to run in full form
Apply prefeasibility and feasibility study before construction
Land purchaseing policy and program for construction at suitable location
Waste management policy
Availability of subsidy to complete the structures with basic facilities within the
given time frame
Formulate new policy guideline to operate the existing collection centers
Pricing policy
Supportive policy to purchase vehicle for collection and distribution
Transparancy for data, finance and committee

VVVYVY$H#

YV VYV

In future, agribusiness promotion and market development directorate should prepare
master plan of agricultural markets of the local units, municipality in new federal structures.
Some budget should allocate for feasibility study and should follow the recommendation
by district level agricultural offices. The structures should be constructed based on the
vision of new Market act and should get approval from the parliament.
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Appendix 2 : List of districts and sample size
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