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I. General Vegetable Consumption & Green Bean Import Trends 

A. The "Fresh Trend": Fresh vs. Processed 

During the decade of the 80's consumers in the major importing countries in Europe and North 
America have become more conscious about nutrition and physical fitness. This trend has been gaining
strength and is now beginning to exhibit itself strongly in the marketplace in the form of a shift in 
consumption in favor of fr'Kts and vegetables and away from processed food products. At its 
inception, the trend was strong only among a small and relatively elite group of consumers, but its 
effect had spread sufficiently by the mid-80's that its effect can be seen even in overall consumption
and import data. Figure I illustrates the recent effects of the "fresh trend" in the imports of the two 
largest importing nations, W. Germany and the U.S. during the mid 80's. One can see even in these 
macro level data, a fairly even trend for both processed and fresh vegetable imports, and then a sharp 
up-turn in fresh imports while processed ones increase only slightly. This trend strengthened itself dur
ing the later part of the 80's and is expected to continue during the foreseeable future. 

Though this trend affects most processed ptT AND V
 
forms of fruit and vegetables, it does not appea
 
to have negatively affected those processed forms
 
which are thought of as "additive free" such a,
 
frozen and fresh juices. Both fruit juices anc
 
frozen products have shown continuing strong
 
demand.
 

B. The Anti-Cholesterol Trend 	 , OAr. 

There is a similar consumption trend
which has favorably affected the market for freshFig ure 1: U.K. Promotion a SqA. 1, 190p. 19) 

produce which is related to the link between cholesterol and heart disease. Recent research has 
confirmed the link, and a significant proportion of the consuming population is now shifting diet in the 
direction of fruit and vegetable foods and away from meat and dairy products. Figure 2 is an example 
from a U.K. government campaign to support the trend. 

C. 	 Off-Scason Fresh Fruit & Vegetable Consumptio Import Trends Fresh & Processed

Fruits, Nuts & Vegebables


Trend 30. _, ___ __ __ _ 

Fresh fruits and vegetables have been transported 25. ro, 
thousands of miles from Southern located winter produc
tion sites to Northern consumption markets for more tha 20 
one hundred years in the U.S. and Europe. In the distant 
past, however, this trade has been of limited dimension 13 
tapping only a few very high income households. Since 
World War II, the fresh trend has become a major indus- 1 
try, and recent data indicate that it is strengthening over 
time. In later sections of this document the dramatic 5 
recent expansion in imports into Europe is analyzed. Most 0 
of that growth in consumption is tapping the vast reservoir 197 19 81 1Z 19M 1987 

19970 198 4196lo 1988of off-season demand for fresh fruits and vegetables. F 
Figure 2: Fresh & Processed Imports
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D. Fresh Vegetable 
Import Trends. Vegetable Import Market Shares 

Figure 3 indicates 
the shares of major im
porting regions in total 
world fresh vegetable ,,oi, Rgin 
trade. Western Europe can 
be seen to b. the dominant A 4 W. Europe 
importer with two thirds of 
total world imports. North North America 
America is second with - PcficRim 
11%. Pacific Rim coun
tries account for approxi- . - Gulf 
mately 7% of world im- Other 
ports. Figure 4 outlines 
the trend in fresh vegetable 
imports for these same re
gions. West European 
ialports grew $lB/yr from 
84-87. 

Figure 3: Fresh Vegetable Import Shares by Region 1987 

US$ Millions Vegetable Import Trends by Re on8000/[ 

1976-1987 
7000 

6000/ 

"-'- / [ Europe 
,/ 


North America 
/
 

4U0 
 Pacific Region 

3000 Gulf 

2000 , 

1000' 

1977 1979 1981 1983 1985 1987 
1976 1978 1980 1982 1984 1986
 

Figure 4: Regional Import Trends in Fresh Vegetable 1976-1987 
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US$Wl,-t Gulf This growth trend strengthened in dollarterms as a result of the exchange rate 
4SIdm, shifts in the late 1980's. It is important 

400 Ito note that while European imports were 
growing so dramatically, those of the 
other large regions (North America and 

2. .]those 
Pacific Rim were relatively stable, and 

of the Gulf decreased by roughly 
half. A significant part of the European 
increase was due to the incorporation into 
the EEC of Spain, Portugal and Greece,
but the surge in imports indicates a vast 
reservoir of latent demand in Europe for 

1976 1979 196 198 198 198 1987 
off-season vegetables.

Figure 5 presents the individual 

Figure 5: Gulf Imports 
country fruit import trends in the Gulf 
over the same period. The strongest 

decrease over this period is the drop in 
Saudi imports frrm close to $150M per year in the early 80's to less than $75M per year in 
the late 80's. It should be noted that the annual expansion in the Western European market in 
imports in the late 80's was the equivalent of more than two complete Gulf markets each year.
Figure 6 presents the largest twelve fresh vegetable importing countries in 1987. 

TsWI ons Vegetable Imports 19882500- [Gemany 

2000 

1500 
.

,z 

Figure 6: Major Vegetable Imnporting Countries 
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II. Timing & Depth of Market Window Opportunities 

for Green Beans from the Mahaweli 

A. Market Opportunities 

Markets for fresh green beans are large and generally growing in most West European Coun
tries. To provide in-depth market analysis we have selected four country markets for analysis in this 
profile, three EEC markets, (the U.K., Netherlands and Germany), and one other Asian market (Japan
). Figure 7 indicates total green bean supplies by week for 1990 in the four major markets in terms of 
tons entered per week. Major supply peaks are normally caused by coincidental arrivals of many boats 
during a particular customs data gathering period and do not indicate consumption peaks. 

Figure 7 indicates that during the first three months of the year Japan imports very small 
amounts of green beans, while only about 100 to 500 tons are imported weekly into the three EEC mar
kets. Around late May-early June green bean imports rise in the Netherlands to over 5,000 MT\Wk. (It
should be noted that a significant portion of the supply into the Netherlands is actually re-exported to 
other European markets) The largest market, however, is Japan. Japanese imports surge in June, rising 
to over 7,000 tons per week for more than two months during the mid-summer. By late October 
Japanese bean imports fall to under 1,000 MT\Wk. German supplies peak at just over 1,000 MT\Wk 
in late June, while imports into the U.K. rise during the summer months of July, August, and Septem
ber. Supply during October through December is often under 500 MT\Wk in the U.K. and Germany. 

I 

Netherlands 

Jan Feb Mar Apt" May Jun Jl Aug Sep Oct Nov Dc 
MACS Rat 3.0 - 3RD Rra & vdopmnz Qrq I. 8/1991 

Figure 7: Weekly Supply of Green Beans in Germany, Japan, U.K., & the Netherlands, 1990 
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Total Weekly Supply in Major MArkets Totl Wekly Su ply in Major Markets 
19tWf~rM a k t 

A.l1"sa- Elur. [u
at.. 0 i -

Awm P4 N A r M f d A V O fD a " a - &p M 0t . D 

MUMAd U - aM ft "m4 DWF Cs. &As"AM 

Figure 8: Weekly Green Bean Supply 1988 & 1989 

Supplies in the Netherlands and Japan fall to below 1000MT/Wk during this same periodl. Thus, there 
is a clear on and off-season period in all of the markets studied here, a less pronounced on~e in Germa
ny. There appears to be a large market window from late October to early May in all to the countries 
analyzed. 

Figure 8 illustrates the bean import picture in the same four selected markets for 1989 and most 
of 1991. The patterns appear to be quite similar, with the bulk of annual supply coming in the months 
between June and late October. Sri L.anka's opportunity for exporting green beans to the targeted mar
kets could conceivably consist of two types of strategies. The first could be to capture some existing
market from a competitive supplier during a part of the year when the market is saturated. For exam
ple, Sri Lanka could compete "away" part of Spain ,rItaly's current supply to Germany, forcing these 
other suppliers to export their beans to other markets or reduce their exports. A second possibility 
could be for Sri Lanka to supply "additional" green beans to the market in excess of current supply 
during periods of the year when there is insufficient supply, i.e. when demand exceeds supply. Since 
free markets normaliy "clear" at all seasons (that is all available product is sold at some price), supply 
always equals demand at the "clearing" price. This is simply a way of saying that supply and demand 
are concepts related by prices, and it is impossible to speak of demand without at the same time ad
dressing the p~rice issue. If it were possible to have a full understanding of each market, it would be 
possible to estimate the quantity a particular market would "demand" or purchase at a specified price. 
Various methodologies could be used to analyze market supply and demand characteristics. This 
section describes the method SRD utilizes which is the basis of the au~alysis presented in this profile. 

1. The Sri Lankan "Break-even" Wholesale Price. 

Since the quantity demanded in the market of a particular city or country during a given week is 
assumt-xl to be a function of price, we have chosen to cut into this circle by selecting a particular price 
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and ask the demand question as follows: "what 
quantity of beans would be demanded in the 
London (or other market) at or above the 
break-even price for an average Mahaweli 
producer?" It is an axiom of economics that 
the more a market is supplied the lower its 
"clearing" price will be. We wish therefore to 
know how many tons per week the London 
market, for example, could absorb before the 
price would drop below the point at which an 
average Sri Lankan producer/exporter would 
start losing money on his exports. This 
concept of "demand" is a very useful one in 
analyzing the size and timing of Sri Lanka's 
market opportunities since it asks and answers 
the "demand" question in terms directly rele-
va'it to a potential Mahaweli entrepreneur. 

To implement this type of demand 
analysis one must start with an estimate of the 
average Sri Lankan producer/exportr "break 
even" price in each market to be analyzed. 
Before presenting an example, it should be 
made clear that the idea of an "average" Maha-
weli gree, bean producer/exporter is a very 
hypothetical one. The costs of production will 
likely vary significantly between producers. 
Secondly, it is frequently true that production 
and export are activities undertaken by two 
different companies and the profits of the 
producer become costs to the exporter. To 
con.duct the analysis of demand we "invent" a 
hypothetical Mahaweli producer who also 
exports his own produce through a wholesale 
agent on consignment in a wholesale market. 
The Sri Lankan "break-even" wholesale price 
is tnerefore the sum of the following costs: 
E- Farm production costs (labor, materials, 
annualized land, machineiy et%.) 
0 Packing costs (labor, packaging, annualized 
plant, equipment etc.)[]Transport costs (farm to pack-house, pack-
house to wholesale market in Europe) 

0 Tariffs, handling and marketing fees. 

These costs are added together to form 
a total cost figure for delivering one kilo of 
green beans to the different markets. The 
break-even orice will differ in the various 
market because of the difference in tariff and 
transportation costs. 

The Sri Lanka break-even price for 
green beans we have estimated for the U.K. 
market is about $2.40/Kg. This means that we 
estimate it will cost a Sri Lankan producer/ex
porter roughly $2.40/Kg to grow, pack, trans
port, and market a kilo of export quality green 
beans in the U.K. market. Whenever the U.K. 
wholesale price is above $2.40/kg this hypo
thetical Sri Lankan green bean grower/exporter 
would make profits, when the price is below 
$2.40/kg he/she would lose money. 

2. Sri Lanka Market Opportunities 

The simplest analysis of demand is to 
use price data alone to identify if and when the 
price is above the Sri Lanka break-even price. 

Weekly Average Wholesale Price 
4 I Kii gmi maike 1990 

El Whks 
" '''' 

,
 
A"..' 


o 
,0- i'id
MAC'd a-p q=~b. Lei~,'ip 

Figure 9: Green Bean Prices & Break Even 
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These weeks are termed the Sri Lanka Market Window. wi.W Avege Wholesale Prim 

Figures 9-11 display the average weekly wholesale market I /
prices for all grades of green beans as a shaded background. The , 1'
dotted black line is the approximate break-even price for an average ,sJ 
green bean producer/exporter. The lines in the European markets 
are close to the same for this scale of graph. Differences in trans
port per kilo are very smaii, and tariffs are equal. All three of the
 
example graphs are based on 1990 data.
 

Figure 9 shows that U.K. prices in 1990 were above the Sri ,.., ,, A ,,,
 
Lankan break-even point for the first seven months of the year.

Price fluctuations are quite erratic, however, ranging from between 
 Figure 10: Germany Prices & 
only $.60 below the break-even price to almost $1.50 above the Break-Even 1990 
$2.40 dotted line. Prices reach their lowest levels during the late 
summer and fall. The price ievel is the highest during the first part wely Average C' Prmi-s/
 
of the year. . , ,. , /
 

El cw PrB~im / 

Figure 10 displays similar data for the German market in 
1990, a fairly high price year in which the price was generally
above the break-even point of $2.35. German prices were strongest
in the first five months of the year and during the last two months. VW 
July and August were the weakest price periods. Prices during this 
period remain well below the level needed by the Sri Lankan ex
porter. 

Figure 11 shows that in Japan, prices in 1990 followed a . ... 
pattern fairly similar to those in Germany. From a peak of over Figure 1.: Japan Prices 
$7.00\kilo, prices fell sharply for the next two months, reaching a & Break-even 1990 
low of under $2.00 in March and April. The graph indicates that 
the C.I.F. prices remain below the breakeven price for much of the year. Of course, the wholesale 
price level would be much higher and would remain above the breakeven price. 

B. SRD's "Profitable Demand" Concept. 

To identify the depth and timing of market opportunity, SRD has developed a concept which we 
call "profitable demand". This is defined as the number of metric tons per week which a market can 
absorb before the price drops below the client grower-exporter's break-even point. SRD estimates the
"profitable demand" level by the use of actual weekly market price and quantity data. 

©SRD Research Group Inc." SRD Market IntelligenceProfile" Sri Lankan Green Beans 7 



The SRD methodology is described in a separate paper entitled Concept and Methodology for 

SRD's ProfitableDemandT ' Estimates, (SRD 1990, 4p.) which is attached as Annex A. 

1. Depth of Un-Met ProfitableDemand"in the German Market 

The German ProfitableDemand' line 
is drawn at 500 metric tons per week. The Bttinte Mai 1991 

overall shape of the weekly supply line dur- 1.W Swky 

ing the last three years suggests that supplies ..- ,m 
are fairly stable in the German market. The I 
period in which supply in 1990 exceeded the - , 
profitable demand line was roughly the same 
as in 1989. Supplies in 1990 exceeded 500 
MT/Wk for about four months from June 
through September. In 1989 the weekly 
supply was over 500 MT/Wk for about the 
same period. Supplies in 1990 reached a ___,_____ 

3m F&bMU ApxMy AA. Jo AV SepOctNovDewpeak of over 1200 MT/Wk in early July,
 
slightly higher than the inaxin um weekly Figure 12: German ProfitableDemand 1991
 
quantity reached in 1989.
 

Supply & ted Profitable Demand 
Htaaa tbe G..n Markt 1990 

Although 1991 data is incomplete, it TCDI , 
is clear that the same pattern continued. As - effl oem 

in the previous two years, the Profitable , 
Demand level was not exceeded from Janu- 

ary to June, usually staying at between 50 

and 200 MT/Wk. Imports during the first 

four months of the year appear to be rising , 
slightly, but appear to average about 100 -.. 

MT/Wk.

hm ftb MWAvMaa MA DcV') Sep WcNa, 
"A oii- was- .~ . 

Most significant for Sri Lankan ex- Figure 13: German ProfitableDemand' 1990 
porters is that fact that over the last three 
years the Profitable Demandm level was not Supply & Estimated Profitable Demand 
exceeded during most weeks of the year. B, "cm=a,19n9
 

The German market is heavily supplied [TOW3 ,W*
 
during summer months, but there is still . -t,, .=
 

ample market windows. The first part of the I
 
year is generally the least heavily supplied,
 
though the last three months of the year also
 
offer good opportunities. "
 

I= b MW hm vg SVpOct Nov OwsApry Ah 

Figure 14: German ProfitableDemand' 1989 
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Supply and Estimat Profitable Demand 
Bow in i Utnim-iha Mad* IMd 

2. Depth of Un-Met ProfitableDemand ' in |" it?* 

ftefit Dcmanthe U.K. Market. 2-

-

The United Kingdom market is much 
larger than the German market. The PrNot
able Demand' level is estimated at 3000 tons 
per week and was exceeded for about a two 
month period in each of the last three years. 
In 1991, for example, supply exceed. 1 3000 --
MT/Wk from about mid-July to the end of k F, 

.... 

,.r & An I W&5"W NW, 
September, reaching a peak of over 4000 __ W U -0 -&-60 -. -WCI 

MT/Wk in September. Figure 15: U.K. Profitable Demend'" 1990 

most 
The Sri Lankan window is open during 

of the year, roughly from October 
Supply & Estimated 

Boom,,i 
'ofabLDtemand 

t1 

through June. U.K. seasonal supply is very 7b- Sq,* 

consistent, with very little supply in January A.1' -ptsm nmana 

through May and October though December. 
The depth of the market window appears to 
average about 2800 MT/Wk. 

The U.K. is a fairly stable market in 
terms of total annual supply. There is a dis- am 

tinct on and off-season supply period, though -
in 1991 supply was a little more spread out, Inf MW :W W N,DeA,Mq N A S 

with a lower annual peak but a slightly longer ,..,-. -- w 
period of supply over 2000 MT/Wk. Figure 16: U.K. ProfitableDemand"' 1989 

Supply and Estimat Profitable Demand 

TOWUpply 

I" 

......... .. '.... 
JM Fab Mo Apt bky An Jl Aug Sup Oc Nov Dw 

Figure 17: U.K. ProfitableDemand,' 1988 

©SRD Research Group Inc. TM 

SRD Market Intelligence ProfileTM 
Sri Lankan Green Beans 9 



3. Depth of Un-Met Profitable Demand TM in 

the Japanese Market. W 
M 


Profitable DemandTM in the Japanese j 
market is estimated at approximately 2000 
metric tons per week, and it is the largest of 
the four markets in this profile. Much of the 
reason for the large size of the Japanese mar- , 

Supply &Estim ted Profitable Demand 

C] Tc.sJ o 
Proftk Deumd 

ket is due to the size of the population. Japa- ' 
n, with about 120 million residents, is much 
larger than any of the European markets stud
ied here. The Japanese market shows the -_ _____*-_______I ______ 

TMmost consistent volume pattern by week, with Figure 18: Japanese ProfitableDemavdl 1990 
almost no green beans on the market from 
November through April and a weekly volume 
of over 2000 MT/Wk from July though Octo-
ber., 

Total un-met Profitable Demand in 
Japan totals approximately 55,000 metric 
tons. Supplies reach their peak usually during 
the month of August. Supplies during this 
period are above 6,000 MT/Wk. Green bean 
supplies start the year at a very low level of 
just a few hundred Mt\Wk or less and begin 
to increase usually by the middle of May. At 
about the end of june supply increases to over 
5000 MT/Wk, but after October green bean 
supplies virtually disappear. 

Supply & ml Profitable Demand 
=B Aan\P l-4flIM 

Tow SWY 

I - Pro*Z Demand 

I ,, 

4= 

,"
 
t= 

L 
he M M, AV Mal A omO = 

MA'" U-"-"---- "AM[ 

Figure 19: Japanese ProfitableDemandp 1989 

Supply & Eshted Profitable Demand 
Bom LaIaIm"Mazt 1933 

_ DT' S* 

.00
4a -

LUI 

ka Fc MNr A Iy hn M Aug Se Om Nov D.e 

mFigure 20: Japanese ProfitableDemand 1988 
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Supply & Estimai.-d Profitable Demand4. Depth of Un-Met Profitable Demand' in the Bem i- d,,,k~ww ,t1991
 

Netherlands Market. 
 ___"___ [] T",, 
11m4 - Praf DOUNAd 

The Dutch market appears to have a pattern I im
 

most similar to the U.K. market. Supply in the first 1=.
 
few months of the year hovers well below tt:e Profit
able Demand line at about 300-500 MT\Wk before j /1

rising to a peak around July or August. After reach
ing a weekly level of over 5000 MT\Wk in mid-.
 
1990, for example, supply quickly dropped to about
 
500 MT\Wk by the end of October and stayed at that - ,,,A Mar' Apt'' ')m
Mo, 

.___ -
plies fluctuate from lows of about 200-400 tons 

level for most of the rest of the year. Weekly sup- _"'___________________"M3_ 

to Figure 21: Nether. ProitableDemand' 1991 
highs of over 5000 metric tons per week. 

With the estimated ProfitableDemand line drawn at 1500 MT/Wk, the total profitable derand 
in the market is about 78,000 metric tons. The total un-met depth of Profitable Demand' in the 
Dutch market is approximately 30,000 metric tons. 
There are only about fout or five months in the Supply & Estimated rofitable Demand 
summer when supply exc eds the ProfitableDemand DIn c,la ,.u.kt.9M 
line. 

TO aSw 

III. Competitive Suppliers & Com- ,,. 
parative Costs 

I , ".,'.) .'....
3 =.. 

A. Competitive Suppliers of Green Beans 
"mto Major Markets 

1. Competitors Supplying the German Market MAO &C- & 0 Oct c1 0 

Figures 24-26 outline the green bean supply Figure 22: Nether. Profitable Demand' 1990 
by week for the German market during 1989,1990, and 1991. The shaded da,:k area below the 
Profitabb, Demand line is represeitative of the weekly un-met Profitable Demard' which is not 
currently being supplied. Competing suppliers are ranked from top to bottom on the legend. The 
software used for graphics utilizes a rather sophisti
cated display which prevents obscuring any country Supply & Estimated Profitable Demand 
trend. The dark area representing un-met Profitable 
Demand' appears on the graph even during Tthe P. emoaSW 

period when the market window is closed simply to . 
show the viewer that the line and area are still contin
uing "behind" the supply lines. Domestic production 
is the largest single source of fresh green beans 
supplied to the German market. Locally produced 4 
green beans are concentrated during the summer 
months of June though September, reaching a peak in '
mid-July of over 600 MT/Wk. Spain is the largest '-""" 

sipplier of impors into the German market, provid- MM AmrMay ft N AqUP W NOVEft 

ing the bulk of supplies during the more off-season 
MFigure 23: Nether. ProfitableDemandT 1988 
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Supply & Estimitr Prffltable Demand 
periods from January to May and inta m-tl t1"9 
October though December. Span- i Prto Dw,n 
ish supplies were over 200 MT/Wk 	 * T, sy* 

during April and May of 1989, and 
over 300 MT/Wk during parts of I 
April and May of 1990. . . 

The next largest sources of 40 

imports are Italy and the Nether
lands. Italy supplies the market [ E~t,,

mostly during May, June and July, 
though there are sup- 3uxalso Italian 	 &. 

from August to November. MW
plies 
Dutch supplies come mostly in 

_ , ,C
August through October, reaching a V, m , 
over 300 MT/Wk at their height. Figure 24 

Egypt, Kenya, Ethiopia, Supply & Est ated Profitable Demand 
Beans t Caa Mwk& 1990 

Turkey and Belgium round out the 1 PrD 

"®/ Dwrnandtop ten. Most of these countries 1100 

supply less than 50 MT/Wk. IW0 - spl 

Total annual supply has M- N' . 

been fairly stable over past few 7 i_ V .. Ej 
years, but there is ample room for e - . 

t

off-season supplies before June and " C.. 

after September. 

Jon Feb MAZ Aprt May Jt, Jul Aug S-p Oct No,? De
 
MACS 9W 3.0- Sal) lawwa a Deve&ww4 ChW ,. qV99t1
 

Figure 25 
Supply & Esi ated Profitable Demand 

Bean= the German Market 1989 

l. FI Profit Demand 
Xo Toa Supply 

Gerny 

7Wd~ 

Jan 	Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 
MACSbid$.0-SRtDi3eu £,Dw tamp. itt. q4/198 

Figure 26 

"
 eSRD Research Group Inc." SRD Market Intelligence Profile ' 	 Sri Lanksn Green Beans 12 



Supply & Estimated Profitable Demand 
Beans in the United Kingdom Markat 1991 

[] Profit Demand 
2. Competitors Supplying the Z3000_______Supply 

U.K. Market UKS 

2SW Kenya
Like the German market, sp~in 

domestic supl:!y in the U.K. is pigjct,aa
 
larger than imports from any single
 
outside supplier. In the U.K.,
 
however, green beans supplied ,E0b pi
 

from domestic production account I
 
for almost 90% of total supply. aoly
 
During the distinct on-season peri- Zimbabwe
 
od, domestic supply peaks at over 0 ... . .
Jan Feb Mar Apr Ma Ju
4,000 MT/Wk. In 1989 the peak ______ ______ R__________& , ____________
 

was even higher, at over 6,000 Figure 27
MT/Wk,~ obe~ h ~,0 iur 27uMT/Wk, about double the3,000 Supply & Estimated hrofitable Demand
 
MT/Wk ProfitableDemand line. Bu inthe United ingdom Market 1990
 

Profit Demand 

Imports of green beans into A UK 
the U.K. come primariiy from 3M - Ky 

producers such as Kenya, Spain, s
 
the Canary Islands. Egypt and the 

g.
C.ary Js1i,Netherlands. None of these suppli-
~Egpters, however, account for more 

than 200 MT/Wk. They do, how- N0th dMNd, 

ever, supply the market during the , Ethlorna 

off-season months when there is no 
domestic production, which in- Za 
cludes the period from late October Zimbabwe 
through late May. Jan Feb Mir Apr May Jun Jul Aug Sep Oct Novl 

MMMCMd30- =R Reth A DaswkamM Qk 1W4Inc619 

Figure 28 
It appears that the total Supply & Estimated fitable Demand 

1 B i th ted d0 ke 1989annual supply of green beans in the 
U.K. has decreased over nthe last Profit Demand 

three years. While the size of TOW,Sppl
 
imports appears to be fairly stable, S00UK
 
domestic supply was lower in 1990 4X0 Kya
 
than in 1989 by several thousand 3" Spi
 
MT/Wk during the summer .. Canar tM&
 
months. As illustrated clearly by . Egy,,
 

prelimipary 1991 data in Figure L, 6IL; Nethland,
 

27, however, current supply during , ,/ - ', 


the off-season is far short of the Z,
 
Profitable Demand line. Thus, f y 

during most of the year, the U.K. 0 / Zimbabwe 
should be an excellent destination an Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 
for Sri Lankan supply. Rd - SaRI C br- *""1'"aw 6 & Doe 

Figure 29 
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Supply & Estimted Profitable Demand 
Be= m haanesc Market 1990 

[] fsDemand3. Competitors Supplying the 
_ippJapanese Market S W T 

low USA 
Figures 30 through 32 Ta a1
 

indicate the dominance of domestic ,
 
supply in the Japanese market. New
Z.
 
Green beans supplied from withir Netbelan 
the country often accounts for ®R
 
more than 90 percent of the total LExi..
 
supply. The Japanese supply

consistently peaks during the . ...... .
 
months of June and July when vol- eb Ar May JumJul Aug Sep Oct N, .' Dec
 

monthsof JueandJuly hen vl- A SRd0-S Raswch & Dcwb~ OW Inc. 41991 

umes exceed 30,000 MT/Wk. Figure 30 

Supply & Estim ted Profitable Demand 
Ben iapan M 1988 Profit DemdBeans iA review of the three years 


presented here (1988, 1989 and . Pi D
 

J990) shows that the seasonal ToA S ly
 

supply pattern is almost identical Japan
 

year to year. imports are usually
 
less than 100 MT/Wk in the first . Taiwa,
j
weeks of the year until Mexico RIM aiwan 

begins supplying several hundred New Z. 

tons per week in February through 
April. At about the end of March . .. . USA__t______ 

domestic Japanese supply takes off lor 
and rises quickly to over 20,000 
MT/Wk, which is where we have o ............ 
estimated the Profitable Demand -̂ =0 a, &joJuldAug Se Oct 1D 

line to be. The weekly increase igure .1 
slows somewhat before peaking in Figure 31 
two separate periods, roughly late Supply & Estim d Profitable Demand 
June and early August. By early BeMWn Japan Market 1989 

October domestic supply usually 1 7 Profit Demand 
ceases.,sJapan 

There are also some im- New z 
ports from other countries, notably Al Mako 
the U.S. which supplies the market ,,i 
from early July to about mid-No- Otnaoi 

vember, reaching almost 1500 ' L-
MT/Wk at the highest leel. 0 raadNe 

Supplying much less significant 'o USA 

quantities are New Zealand, China, o 
Republic of Korea, Iran, Australia Ja Feb Mr. Apr May Jul ,Aug Oct NoDec 

and Tonga. I M - SID Row " h. "DmW4"19
 

Figure 32 

SRD Research Group Inc. SRD Market Intelligence Profile" Sri Lankan Green Beans 14 



Supply & Estimated Profitable Demand 
Beans in the Netherbods Market 1991 

. ...1 ':"°. ....... ,a Profit Demand 

4. Competitors Supplying the A,o, .- .a n. 
Netherlands Market . • NezI. 

{ """ . .. I Egypt 

The Netherlands also sup- "Spai

plies its own market heavily. .. . r".c.
 

Weekly supply during the peak '
 
summer and fall months of June _
 
through October, which usually opu.
-. a-" 

exceeds 3,000 MT/Wk, is predom-
 Kenya

inantly supplied domestically. The anar.y I
ProfitableDemand level, estimated .;;q 

I'm Feb Nut, Apr My Ju1,500 MT/Wk, was exceeded MCA Re D u I= *W ,
 
during most of this period. Figre 33
 

supply & ted Profitable Demand 
Imports into the oo 

Netherlands are fairly spread out, Pa Daum 
with at least some imports coming ,,lA [7 ' a 
during all weeks of the year. j
Egypt is the largest non-domestic 
supplier, coming mostly during the ,**. 
months of January-February, pg 

April-May, and October-Dec. m- F**.[ 

ber. Germany supplies the Dutch I 
B44L=market from August through Octo

ber, reaching a peal of over 1,000. . .
 . . . * .'. 
MT/Wk in mid-October. Imports X.::: "'::' 
were also reported from Bel-Lux, 0 ..A ... No 
France, Italy, Ethiopia, the Canary S*O ov 
Islands and Kenya. Figure 34 

Supply & Estimated Profitable Demand 
It appears that fresh green Bo Madkt 1988inthe NeDtheden 

bean supply in the Netherlands is . Q Pont Dmad 
fairly stable, though there is still a A E] ,s, ,y 
large amount of un-met profitable JNhm El 
demand during the off-season Egypt 

months from November through | SpainApril. Ietg s . 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Doc 
MACSaM 1 0- SDR0 . h a DntW Ou~w~q[.In 

Figure 35 
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Cost of Production & Packing
Beans 

1.1 Labor 

1 .inputs 

CypisOth Va & ixed 

0.6. l _ 

0.4-

02 

0 Flodda Spain I Mexico [ m c 

Sri Lanla 
MACS M'a*4 

Kenya Turkey Canary hlan Greece 
AsdytU CompmurSytu- Rl10 SRD Rwewct & Devdeapm Inc. 8/1991 

Figure 36: Estimated Costs of Production & Packing for Sri Lanka & Selected Competitors 

B. Comparative Cost for Sri Lanka 
and Competitors. 

1. Estimated Average Costs for Si -
Lankan Production & Packing 

Figure 36 outlines SRD's estimates of 
the costs of production and packing for a rea-
sonably efficient Sri Lankan producer of green 
beans and for selected competitors. Sri Lankan 
costs for production are represented by the first 
column labeled Sri Lanka. The data gathered 
in Sri Lanka indicated that it would cost about 
$.63/Kg. To produce and pack one kilo of mar-
ket green beans under open-field conditions.Four cost components are estimated in the 
figure including (1) labor (2) physical inputs,
(3) r e abr (2) cal inputs,

other variable and fixed costs, and (4) 

2. Comparative Costs of Production 

The competitive countries included in 
Figure 36 were chosen to represent the major 
corpetitive regions during the Sri Lanka mar-
ket window. Of the import markets studied 

here, Morocco and Kenya have the greatest 
cost advantage in production and packing. 
Turkey and Mexice also have very low costs of 
production at under $.30/Kg. Spain has the 
advantage of full EEC membership and a close 
location to the importing markets, and its total 
cost of production per kilo is just over $.50. 

Greece and the Canary Islands also havethe advantage of EEC membership, but their 
t 
costs are the very high; almost $1.20/Kg in the 
Canary Islands and about $.98/Kg is Greece. 
Greek producers have experienced significantly 
higher labor, fixed and variable costs. Packag
ing costs are close to the same for all produc
ers. At about $.63/Kg, the Sri Lankan cost 
of production for green beans is very close to
the total cost for Cyprus and lower than threeother producers. There are, however, six 
producers with costs lower than Sri Lanka. 

While domestic production is significant
in all the markets studied here, Spain, the 

Canary Islands, Egypt, Kenya and Turkey, 
amoung others, constitute some of the major 
exporters to EEC and Asian markets. 

©SRD Research Group Inc." SRD Market IntelligenceProfile" Sri Lankan Green Beans 16 



C(a. Competitim in Beans 
Sri Lanka probably has the best advantage in ,, i K

transportation costs to Asian markets and can be competi-
 now 
tive with the other major producers in export to Europeanmarkets. 

3. Delivered Cost Competition in Europe. 

Figures 37-40 outline SRD's estimates of delivered
 
costs for one Kg. of green beans in the four country

markets included in this profile. The local costs for Figure 37: Delivered Cost in Germany

production and packing included in Figure 36 are added cn ck. h.
 

together in the delivered cost graphs as "local costs". The N C.A,
 
new costs added in these graphs include freight, tariffs & _ _ "
 
and handling costs. L 

Though there is a considerable difference between r 
Japan in the East and Europe in the West, the delivered 
cost position for Sri Lanka is not nearly as large as for
 
other producers. It costs Sri Lanka about $.90 less to
 
ship to European markets instead of Asian markets. The
 
Sri Lankan delivered cost is estimated at about $2.20\Kg ,livrl rot in the I X
 
for all three of the European markets and about Cc=ctin Beam
 

$3.10.\Kg in Japan.
 

Florida and Mexico are the highest cost suppliers 
to the European markets. This is primarily due to high 
freight costs, since fresh green beans must be air fr' ight
ed from these destinations. Costs to other producers for 
supplying the European markets range from $.50 or less 
for Morocco and Turkey, to over $2.00/Kg for Sri Lan
ka. Costs for supplying the Japanese market are much r" , 
higher because of the high cost of air freighting. Total I 
delivered cost to Japan ranges from just over $3.00 for Figure 39: Delivered Cost in Japan
Sri Lanka to over $8.00 per kilo for Cyprus green beans. acompetin inBuns -, 

Sri Lanka has a relatively poor competitive position in the -- - i.6 
European markets, but the best position in the Japan 
market. 

Morocco has the greatest competitive advantage in 
the European markets, but has no real advantage in the 

___
 

Japanese. market. The cost of supplying green beans to
 
Japan is over $6.00 per kilo for Moroccan producers,
 
which is almost double the Sri Lankan cost. -
U-. 

Figure 40: Delivered Cost in the Netherlands 
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Figure 41 Weekly Average Prices 
Bas1991 

IV. Weekly Wholesale 
I- 4., 

Price Patterns I,
o s. ! mmmUK Wholesale 

A. Weekly Wholesale Price I .. pa i 
Overview for all Four CountryMarkets. 

Figures 41-43 outline the aver- A 
age wholesale or CIF price patterns on 
a weekly basis for all four markets 
during the three year period from 1989
1991. These prices were gathered from , M 3 Y0iW vs 1Dec,Rftmth& 

wholesale markets on a weekly basis or 
from trade statistics in the case of 
Japan and the Netherlands. CIF prices Weekly Average Pricep 
have been utilized where wholesale 6m990 

prices are unavailable. CIF prices are 
lower than the wholesale level because Nean Cn 
it is a reported price when the product German Wholesal 
enters the market country. CIF prices 4 - UK Wliol 
are also a more consistent price be- Jai=UW 

cause they are not subject to the same . 
market forces as the wholesale price. 
In the case of green beans in the Neth- 2 

erlands, for example, the CIF price 
was $.50-1.20/Kg. in 1990. This was 
probably at least $.50-$1.00\Kg lower 
than the wholesale price. When the 0' 
difference in the two prices is consid- Jan Feb Mar A M y Jun Jul Aug Sep Oct Nov Dec 

ered the Netherlands actually has only a M10-- " M*bp--0,"W-L- V'W 

slightly lower price level as the other 
European markets. Weekly Average Pricis 

Beans 1989 

It appears that the market with /
the highest wholesale price varies 90 " Who1e l 
according to the season. In 1990, AN S4. 

Janan's prices were highest in the 
earliest weeks of the year and the last P 
five months of so (August through 
December). During the months of 
February through July, however, Ger
man and U.K. prices were highest. 
Dutch prices, when adjusted to estimate 
wholesale prices, still appear to be the 
lowest, between $.75-$2.00\Kg. e 

ltnP ar pt"]dy Jun Jl Aug Sep Oec: Nov De 

MACS Ms3.0- San Rofl A DSdf Gk IM e e1991 
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B. Weekly Wholesale Price
 
Details for Each Market 
 Beamn Prices4~rL.Country. County. I the German Mrkt 198C-19914-.,1nj" 

'-,__. -0 1988 Wholesale 
1. Germany 3.5 4:1 @loin 1989 Wholale 

1990 W .kcjdeGerman wholesale prices 3' ' '-1":A=" 1991 
,, 

have exhibitedGer an awhlealefairly steadyprceA "f" - i
 
pattern during the four years ana-
 2.-5 

lyzed. Wholesale prices generally ,
 
begin the year at a relatively high -2
 
level, over $4.0Y)/Kg in 1989, and "
 
gradually fall through late August. 
 1.5 

Except for 1990, prices in the last
 
four years have bottomed out at I
 
about $1.25/Kg.
 

Prices have stayed over ,- -----------
$2.00\Kg for the first six months Ian Feb Mar Apr May Jun Jul Aug Sep Oct Nov Vcc
 
of the year during all four years 3.0 -SR .&Dwc *,.
 

studied. The best prices 
 years
 
appear to have been 1989 and Figure 44: Wholesale Prices in the German Market 1988-91

1990. 1991 statistics point to 

lower prices in the first fivemonths until May, though they Beans Prices 

monts utilMaythogh heyIn the United Kingdctn Market 1988-1991were more similar to 1990 levels
 
in June and July.
 

4.1- 1988 Wholesale 
- iur a. 1989 Wholesale 

2. United Kingdom 3.1 i 99 hlsl 
T '- _r 1991 Wholeslc 
I- .7 =11,4 _§1


U.K. weekly price patterns z = 12.6 

have been more erratic during the .,
last four years, with seasonal 21 
-

flI'-
" 

changes in price from $.60 to over "
 
$4.50/Kg. 1991 saw the most .-. 
variation in price, while 1988 and ""
 
1989 followed ana almost identical 
pattern. The wholesale price ,
during the first six months of the o ,4 --. .-, ....... ;1,14 
year usually ranges from $1.50 to Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 
$3.50/Kg. Prices reach their MACS d3 - SRD Remch&DopmouIm 1991
 

lowest level in the late summer,
though 1991 was an exception to Figure 45: Weekly Wholesale Prices in the U.K. 1988-91 
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this. Prices then gradually climb 
during the last three months of the Beans Prices I year hri 
year. 	 .In the Japan Market 1988-1991 

3. Japan 	 9 ,e s: 
The Japanese market has , 1988CcU 

displayed a seasonal pattern of 1C)1989 CIP I 
very high CIF prices from late AEr " ,,,990cIF 

November through January. After I oI. m 
the first weeks of January, prices 6991 CII' 

quickly fall until stabilizing from 
about May to November. The I.t 
level at which prices stabilize, .. Z . 
however, has increased since 1988. 4....,,.i- -

From a level of about $1.25\Kg in 
1988, prices during the summer 2 ... - 11-. 

and fall months rose to about 
$3.00/Kg in 1989 and 1990. 
Wholesale prices would be even o ,	 2Ihigher. Food prices in Japan are Jan Feb Mar Apr May Jtm Jul Aug Sep Oct Nov De 

generally high, but green bean 

prices are relatively low because of 
the size of the domestic supply (at Figure 46: Weekly CIF Prices in the Japanese Market 1988-91 
least during the peak summer 
months). 

4. 	The Netherlands Beans Prices 
I Neth,,lands Market 1988,1990,1991Dutch CIF price, appear to 

follow a consistent seasonal trend. Lk, 
They rise to between $1.20 and I988 CIF161 

$1.40\Kg in early March before .-44!99 Icw 

falling to lows in late August of ... 991 CIF 

about $.30/Kg. Prices usually rise 1 . \ 
between September and December. -
Like the prices quoted for Japan, ... " 
the prices displayed for the Nether- .1,8 
lands are CIF prices (wholesale ' . 
prices could be expected to be 
about $.50- $1.00\Kg higher). The 
Dutch market receives a large 
quantity of green beans which are :- ... .. 
re-exported to other areas of Eu- ____"_"__"__'___-__-_____.,_____,__-_

rope. These large shipments do Jan 	 Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 
MACS iRe.O- SRD Retch A Dev ,ar".w-1991have an effect on the market price 

level. I 
Figure 47: Weekly CIF Prices in the Netherlands 1988-91 
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V. Seasonal Profit Potentials & Competition
A. Seasonal Profitability Potentials & Competition in the German Market. 

1. Weekly Profit or Loss Potentials for Sri Lankan Green bean Exports 

Beans Prices & Profitability 
German Market 1990 

4- i Wholesale 

Sri Lat,.L 

3 

2 

-

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dc 
MACS Rel 3.0 - SRI) Ra.crch A Devetoprnci Groups Inc. S/I991 

Figure 48: Seasonal Profitability in the German Market 1991 

Figures 48 & 49 outline the weekly profitability potential of Sri Lankan green bean production.
The top line indicates the wholesale price, the top dark shaded area indicates the profit potential per kilo 
of green beans. The line below the zero line indicates periods when Sri Lankan exporters would experi
ence losses instead of profits (in the case of 1990, prices fell below this line for about five months, from 
June through October). 

Beams Pices & Profltabflty Beams Prices & Profltabilty
Gcn,~aa M"cho 1991 mnNiud19 

las Me Ma Apr May J= Jul Avg SopOct Nov Dec lanFeM U Ar May un MuAxg S&V Wc No Dac 

Figure 49: Seasonal Profitability in the German Market 1989-90 
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A review of Figures 48-49 shows that Beams Pices & ProfitabilityG bibt 

n 1989 and 1990 Sri Lanka exporters
 
could have made profits during a little 1U90000
 
more than half the year. Only during Today
 

the peak supply period from May or I .,
 
June through October would prices EJ..en=
 
have been too low for profitability. a,",e
0 
The German market seems to be be ,coming a less desirable export destina-

tion for Sri Lankan exporters. In 1991 'K**
 

prices hovered right around the break
even point for Sri Lankan exporters. ',,
 

Figures 50-52 add Si Lanka's
 
competitors into the weekly profit Im ' - At May IJt Jul Aug Sep Oct No, Doe
 

graphs so that the profit competition igure 50
 
patterns can be analyzed. Sri Lanka Prices & Profitability
 
has a relatively poor competitive posi- e Mrket 19
 
tion with many of the suppliers and 'a
 
potential suppliers to the German mar- Wholse P
 

ket. El b ,,,o ,
 
2] Tukey 

Sri Lanka's moderate production Spain 

costs coupled with high transport costs El cy,
create a high total cost for the delivered Cm 
product. Producers like Morocco, Canary a, 

Turkey and Spain are much closer to Kenya 

the markets and thus have a lower -2- SiLW 
Mori&delivered cost. 

Potential profits for Sri Lankan 
exporters in 1990 could have ranged Jan F Mir A May Jun Jul Aug Sep Oct Nov Dc 

from over $1.00/Kg. in March to loss
es in the summer months. The prices Figure 51 
in 1991 would have allowed for only Beam Prices & Profitability 
marginal profits during certain periods. G 1989 I 

gq :* Whoesale Prce 
Cyprus, Greece, the Canary M= 

Islands and Kenya are also ahead of Sri 2 L 

Lanka in terms of potential profitabili- Spain 
ty. Except for Kenya, none of these I 
countries export a sizeable amount of 0 Gec 

green beans to the German market. Canar WinA 

Florida and Mexico are the only pro- "1 Key 
ducers with higher costs and conse- .2 S Lan" 

quently lower potential profitability n ri 

margins in the German market. :- Meoo 

-Jan Feb Mar Ar May Jun Ju, Au Sep Oct Nov Dc 
MACS Rd 3-0- D RmwEh & Dr-LegwkGw 1w. *Ql91 

Figure 52 
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Beans Prices & Profitability 
United Kingdom Market 1990 

4 

a Wholesale 
Sri Laka 

3

0 7-1
 
Jan Feb Mar Apt May Jun Jul Aug Sep Oct Nov Dec 

MACS Rel 3.0 - SRD Rcacah & Dcvelopmnt Owizps Inc. 8/1991 

Figure 53: Seasonal Profitability in the U.K. Market 1991 

B. Seasonal Profitability Potentials & Competition in the U.K. Market. 

1. Weekly Profit or Loss Potentials for Sri Lankan Exports to the U.K. 

Figures 53 and 54 show that the U.K. market has an erratic pattern of wholesale prices, often 
falling below levels profitable to Sri Lanka. Potential Sri Lankan profits in 1991 could have reached over 
$2.00\Kg during February and March. In 1989, 1990 and again in 1991 there were a several months 
when prices fell below the profitability line. It appears that prices have reached the highest and lowest 
levels of the last three years in 1991. Seasonal prices do not display much of a consistent pattern, though
it may be said generally that the safest periods for targeting exports would be during the first three or four 
months of the year. 

Beans Prices & Profitability 
Uni ted =ld'imuket 1939 

Beans Prices & Profitability 
UnhtedKI-acu 1991 

Whk" NWhalwah 

i SziLen 

l atb MfM AM Wy ha Iu Aug Sep No De1 m M Alw mJWm Iq Au Sap O Nov Dw 

Figure 54: Seasonal Profitability in the U.K Market 1989-90 
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BemPimI & Prfflab1 

WolesaleFigures 55-67 indicate Sri Lan-
mu,*ka's competitive position with other 
0 nlsuppliers in the United Kingdom. Sri 

Lanka has a poor competitive position st,(: 
with respect to the other producers 
studied in this profile. The proximity 
and low costs of production for Turkey 

eny,and Morocco give them the best overall 
Both couldadvantage.competitive nod&

mfke profits over $1.00/Kg during 
much of the year. Sri Lanka competi
tive position is the same as in Germa- 1Ma,. . Mr Aug &pFA DOC.F ,,,, 
ny, with seven producing countries in a WCOU,$,- ,, --, ,aop-&,,,- At 

better competitive position and two in a Figure 55 
worse position. Beans Prices & Profitability 

1990 appears to have been the 
best price year of the three studied Emw c 
here. Only Mexico and Florida could , y
not have made profits during some 2Eaw 

period of the year. Sri Lankan produc- S Spai 

ers could have made profits over I]cyp 
$1.00/Kg during March and parts of 0 Or= 

C,,, TaI.June. Losses, however, would have 
Kenyabeen experienced from July through 	 " 

.December except for a short period in 	 Ssn 
loridaNovember. Prices in 1991 were quite 

.,high in February and March but fell to 

unpiofitable levels for all producers by .4............................................... 
July. Jan b Mar Ap May Iu Ji Aug Sc2 Oct Nov Dc 

Figure 56 
Beans Prices & Profitability 

Unild Klngdcm Mrkat 1989 

3 Meico, 

Jan Feb Mar AC May Jun Jul Aua Sep Oct Nov Dcc 

MACS 3M 3.0 - =R R nb A O~taCkt"In,*ub~ 4IN9I 

Figure 57 
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Beans Prices & Profitab ity 
Japan Market 1990 

S- CrF Prices 
N Sii Lanka 

6-

V 

0 

-... ' 
 ...... 
...
...
.
 

Jan 	 Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
 
MACS Rel 3.0 - SPD Research &Developmem 0rups Io. 08/1991
 

Figure 58: Seasonal Profitability in the Japanese Market 1990 

C. Seasonal Profitability Potentials & Competition in the Japanese Market 

1. 	 Weekly Profit or Loss Potentials for Sri LUnkan "xports to Japan 

The Japanese market presents a mush more stable and consistent price pattern than the 
European markets studied. The CIF prices displayed here are probably $.50-$1.00/Kg lower 
than actual wholesale prices. Consequently, it appears that Japan offers good opportunities for 
the Sri Lankan exporter. Though 1991 prices are incomplete, it is clear that Sri Lankan 

Beans Prices & Profitability 	 Beans Prices & Profitab ty 

cupPrimc 	 *cahr: es2 
Sd 1.121M Sri 	 h 

4 

Figrea9: easna Poiait in te Jaanes Maret 198-8 

Ift Feb Apr M" Ia3 	 Im FebMAM bynJW AuSepOctNowDetM40 	 10 - I0 5&am*a n hu."1 M AU - *0 a-" & D..d N . WqnI 

Figure 59: Seasonal Profitability in the Japanese Market 1988-89 
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Bean Pd=ca-Pr Preftlafty 
J~mIt 1991 

exporters could make prof- Fthm 

its during the first few ad Lahka 

months of the year. 
Prt. 5ts could range from U1 
over $4.00\Kg in early .- M, 
January and December to a 
narrow margin in March cumr, aii 

and April. Prices in Japan 
appear to vary little during 
the summer, with most 

0.______ ra 7k i-Y 
mirwa 

variation coming at the 
beginning and end of the 
year. 1 0 1 1 1 11. .. 

IM - Mar Ap AM&*S 

Figures 60-62 show Figuke 60 
the profit potential of Sri Bea Prices & 
I nka and the other com- aProfitability 
petitors in the Japanese a 1 ices 
market. The graphs show 
that the order of profitabili-

Ovemety is much different for 4 

M.o
countries such as Turkey 
2 Mom.ocand Spain in this market 

sbecause of the difference in 0 
transportation costs. Sri C 

&.Lanka has a clear advantage " 

in this major Asian market. -41 X.Y.
 

Considering the probable

level of wholesale rices, 

Sri Lankan exporters could . __..............................
 
cprobably make profits Jan Feb Mw Ap May Jun Jul Aug Sep Oa Nov D 

throughout the year, with n, 
the possible exception of Figure 61 
the period in late March- Beans Prices & Profitab ty 

Japan Mard 1989early April. CLF Prices 

Cyprus has the SiT -rice 

worst cost position in the El (;--
Japanese market. It's 4M"c 

freight costs are very high 2 

and during all but perhaps s
one or two weeks of the o Ialands 

year Cyprus would proba- ,rkey 
bly experience losses in the :" 
Japan market. Rod& 
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Figure 62 
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D. Seasonal Profit- P Prices & Profitability
 
ability Potentials and Ne&mhnds Mad= I199O
 
Competition ini the ° 2 Ii
 
Netherlands. 1,.3 S
 

1. Wcekly Prolit 
or Loss Potentials for Sri OJ 
Lankan Exports to the 
Netherlands. 

For the Dutch mar
ket, :he graphs are created 
using C.I.F. prices instead -' 
of wholesale prices. CIF 
prices are lower than the J aIAF un-ul2Se~1 cN vDmC 
wholesale level _*-_________________,_,,because MA 
they are the reported price Figure 63: Seasonal Profitability in the Netherlands Market 1990 
when tlhe product enters the 
market country. In the case of green beans the CIF price was $.40-1.20/Kg. in 1990. This 
was probably $.50-1.00\Kg lower than the wholesale price. Still, it appears that the price and
profitability levels for Sri Lanka appear to be lower than the other markets analyzed in this 
profile. The CIF price is also a more consistent price because it is not subject to the same
market forces as the wholesale price. Figures 63 and 64 indicate no potential profitability for 
the average Sri Lankan producer. Assuming a wholesale price $.50\Kg higher, it is clear that
Sri Lankan exports would not attain profitability during the year. Prices appear to be highest
in the first two or three and last two months of the year, though seasoral differences seem to 
be stabilizing. Because of a lack of data, only 1988, 1990 and part of 1991 could be analyzed
in this report. 

Beans Prices & Profitability 
berianda Market 1988 
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Figure 64: Seasonal Profitability in the Netherlands Market 1988 
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Beaus Pres & Prefftabilty 

Figures 65-67 show 
the profitability potential 
for the competitor countries 
in the Dutch market. Like /r "40 
in the other European mar- 1O 
kets, Sri Lanka has a poor [ .,W -, 
competitive position, mostly I" 
because of high transport 2.S ,15 
costs. Morocco, Turkey, .3 

Spain, Cyprus, Greece vnd Pimid. 

the Canary Islands have the 
best possibility of making 
profits in tris. market. If -Dw"WaN Gump bi. Eigr 

wholesale prices were used, Figre 65 
all these producers appear BeansPries & Profitabiity 
to be profitable during Neriaes & rkt 1990 

much of the year, though 2 Wboksa 

profits would not be as high 
as in other European mar- MOm,-,El Tu,-, .. ..
kets. 	 o . ............. ...... n
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ANNEX A - ProfitableDemand' 

Depth of Market Window Opportunities 

1. ProfitableDemand' Concept and Estimation Methodology. 

Knowing when the market window of opportunity occurs in a given market is much 
simpler than knowing the deith or magnitude of the window. To estimate the depth of the 
market at the Sri Lankan hreak-even price requires additional logic and analytical effort. In 
order to understand the res.ts of this additional analysis, it is necessary to understand some of 
the underlying methodology and evidence of its soundness. This explanation of the concept
and methodology used for estimation presen. s a case study using data for Sri Lankan strawber
ries in the German market and Chilean asparagus in the New York market. This case study
illustrates the SRD methodology used for all products and markets except for a few special 
cases mentioned below. SRD has developed a new and uniquely practical way of estimating
weekly market window depth which we have called Profitable Demand"'. To estimate the 
"depth" of the market window requires not only weekly wholesale price data for a particular
market, but also weekly marketed quantities. 

Weekly Supply. Figure 68 outlines total weekly supply quantities available in the Ger
man market from domestic and imported sources. Week
ly supplies are very small during the first eight weeks of 
the year and then increase to about 2,000 metric tons per
week in March. By April supply rates have increased to limpty .Lcat 

about 5,000 MT/week and then reach a peak of over 
20,000 MT/week in May and June. There was a sharp 

.ZZ] 
let 

. , 

drop in supply in July and by August the supplies are 
again very low. Since strawberries will spoil in less than 
one week, this supply must be con,,med or ,rcycessed 
rapidly. The type of weekly quantity supply data dis
played in Figure 68 is necessary for making the Profit
able Demand' estimates used in this document. 

Supply & Break-even Price Intercept Points. 
0 

Figure 68 also illustrates the first step in estimating _ 
Profiable Demand' which is to identify the points Figure 68: Total Weekly Supply of 
during the year when the wholesale price is equal to the Strawtzrries in Germany 1989 
Sri Lankan break-even price. The Sri Lankan break
even price is tlie total cost of production, packing, transport, tariffs and handling to place one 
kilo of strawberries in a German wholesale market.' In the case of Sri Lankan Strawberries in 
the Grman 

'The concept and methodology for estimating the break-even price is explained above at pages 6-7. 
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market the break-even price is approximately $1.50 per kilo for open field and $2.75/Kg for 
greenhouse product. In order to take a conservative point of view, we have used the higher 
greenhouse break-even price for the analysis. The average wholesale price in 11 German 
wholesale markets in 1989 was $2.75/kg during the 15th and 25th weeks of the year. The 
double XX in Figures 68-71 indicate the quantities marketed in Germany in the 15th and 25th 
weeks. These points are called the break-even quantity intercept points and represent the 
quantities marketed at the Sri Lankan break-even price. From Figure 69 we can ie that this 
quantity is approximately 5,100 metric tons per week. This is a very important strategic fact 
for a potential Sri Lankan exporter to know about each market since it tells him the quantity 
that market can absorb each week at or above prices which will give him a profit. The more 
important question, however, is how 'trong or deep demand would be during the "window" 
period after the 25th week a 'd before the 15th week (roughly from July to March). A review 
of price and volume patterns for the last three years indicates that these points are acceptably 
consistent. It is clear therefore that German consumers in the 15th and 25th weeks will pay 
retail prices supporting a wholesale price of around $2.75/kg for approximately 5,100 kilos per 
week. If volumes increase (as they do from the 15th to the 25th weeks) the prices will drop 
below the breakeven point. What the Sri Lankan grower/exporter needs to know about the 
market is what quantity will be absorbed per week at of above $2.75/kg. in the period from 
July to March. Figures 69-71 present Profitable Demand' levels as a horizontal line whose 
shape is drawn on the basis of three alternative demand theories or hypotheses. 

Reduced Off-Season Demand due to Cultural Diet Patterns. One possible seasonal 
demand hypothesis is that German consumers have an on-season prefereace for consuming 
strawberries in their diet which is based on historical custom. Under German climatic condi
tions fresh strawberries have been produced for centuries mostly in June. This hypothesis 
argues that Germans therefore have customarily prepared meals during that season that include 
strawberries and therefore have a high customary preference for fresh strawberries during that 
season. This argument would suggest that if the same 
quantity ,f strawberries were offered to them in Janu- £ 

ary their demand would be reduced and hence the price ... Wt Galmua,.zy JA It" 

they would be willing to pay for an equal quantity s$.. ft,.,.e
 
would be less. Conversely, the quantity they would be "6 r.w. S,,
 
willing to consume, assuming this on-season prefer- 1'4
 
ence, would have to be less in January than in April.
 
Since the quantity they were willing to consume in
 
April at the break-even price of $2.75/kg was 5,100
 
tons, the quantity demanded in January would have to ""
 
be less. The Reduced Off-Season Demand hypothesis
 
would give rise to a Profitable Demand" line shaped
 
like Figure 69 where the quantity demanded drops on L
both sides of the intercept points. Figure 69: ProfitableDemandT"
 

Assuming the Reduced Off-Season 
Demand Hypothesis 
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. v1, & bU~r g gll1* 

Increased Off-Season Demand due to Cross -

Elasticities. The second possible theory or hypothesis 
 ,
 
about off-season demand is just the opposite of the first W 
 &o.1' 

and argues that the demand for fresh strawberries is ,
 
actually higher during the off-season when they have ,
 
not historically been available from domestic sources.
 
This argument is based on a well known economic
 
theory called cross elasticity of demand. This theory
 

argues that the demand for any single product is deter
mined in part by the availability or supply of competing 
prodlucts. In our case this theory would argue that dur
ing the summer months from May to July German Figure 70: Profitable Demand' As
households are faced with an abundance of fresh berries suming Cross-Elasticity Hypothesis
 
(raspberries, blackberries etc.) and 
 with many other
 
fresh fruits such as cherries, peaches etc. Demand for *"- St, d Utata&b"
 

any single one of these fresh fruits will be depressed "
 
because so many of their logical competing substitutes l """
 
are available. Thus, this theory argues, housewives 
 " 
would pay more for the same quantity of berries of
fered in January when the available substitutes are i
 
scarce. If the Profitable Demand' line were drawn "s,
 
based on the cross-elasticity theory it would have the '
 
same illustrated in Figure 70 where a larger quantity
 
would be demanded at or above the break-even price as ,
 
one moved further off-season from the intercept points. . _ _ ..*A...t.1W 

Flat Seasonal Demand due to Constant Sea- Figure 71: Profitable Demand"' 
sonal Diet Preference. A final argument can be made based on Constant Year-round Diet 
for a flat Profitable Demand' line based on the hypothesis that households would eat the same 
basic weekly diet year round if faced with the same prices for the same quantities of a particu
lar product. This hypothesis argues that people do not have strong seasonal diet preferences. 
This hypothesis would produce a flat Profitable DemandTM line similar to the one shown in 
Figure 71. 

Empirical Evidence. The three alternative hypotheses give the full range of alternative 
conclusions about the level of off-season Pnfitable Demand', only one of them can be correct 
for a particular product and market. There are some cases where one can be rather certain 
that there are important seasonal consumption preferences such as November demand for cran
berries to coincide with the American Thanksgiving holiday, and February/May demand for 
flowers due to American Valentines and Memorial Day holidays. In Japan, for example, early 
summer meals traditionally include fresh cherries. In other countries similar patterns exist 
which affect demand. Since our Sri LUnka analysis 
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does not include any of these obvious seasonal preference items, the question is how the markets 
will behave for the other Sri Lankan products. The only way to practically test these hypotheses 
would be to have a case situation in a substantial market where off-season supply was equal to or 
greater than on-season supply and observe what happens to the prices. Such an unusual situation 
occurred in the case of fresh asparagus in the New York market in 1986. The discussion which 
follows summarizes the findings and 
implications of this real-world experiment for the appropriate shape of the Profitable DemandP 
line. These findings may be reviewed in greater detail in an analytical paper by SRD2. 

Figure 72 presents a typical year (1985) for asparagus supply in the New York market 
in the 1980's. Supply during the 
on-season from February to May 
ranged from 600-800 metric tons . uply 
per month. . Imported supplies nete , -ID Clfo 
during the main off-season peaked 9. vashl*tn 
at between 200-300 metric tons per M.1 1& V ja.m
month, or about one third the on- 6".6 

season peak. During the unusual su.0 U 
year of 1986, illustrated in Figure 4N.8W0.0' Chile 

72, off-season supplies reached .e 
approximately 850 tons per month 1ea:. ! Zelan 
and actually exceeded the on-sea- J F.0 Australia 

son peak. Prices during the peak Per, 
off-season month of November_-__ _ . 
during normal years like 1984 and Figure 72: Monthly Fresh Asparagus Supply to the New 
1985 anged between $4.00-7.00/- York Market by Location of Origin in 1985 
kg.. The on-season price during 
the peak supply month of May 
ranged from $1.60-3.00/kg. during r.up 
1984 and 1985. During the unusu- *i.arP,lu][ C. 
al year of 1986 with similar on- hetric Tons/onth 
season volumes but more tripled 90.o 

888. 11eu Jersey
off-season supplies all prices stayed M. z,., 
inside the same price ranges as .1Cxic* 

1984-85. Although off-season vol- Arizona 

umes tripled and exceeded on- 3 - Chile 

season volume, the off-season price M. - Neu Zealand 
more than doubled the on-season 18. ......... 

price. Jan Le?Aray Jun Ju l S I ti Io r 
stronglyevidenceThis 

supports the economist's cross- Figure 73: Monthly Supply of Fresh Asparagus to the 
elasticity of demand theory. De- New York Market by Location of Origin in 1986 
mand was clearly stronger off
season than on-season. 

I S. Daires & M. Thorpe, Supply, Demand, and Price Trendsfor Asparagus in the New York Market 1984., 

1987, SRD Research Group, Logan, Utah 1988 p.1 0 . 
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Not only is the evidence consistent with the theory of cross-elasticity, it also helps to
explain the rather dramatic annual growth in imports of fresh product outlined in pages 2-4 of 
this profile. The massive growth in imports is not the result of substitution for domestic prod
uct on-season, nor the result of extra consumption demand for fresh product during the regular 
season. The growth is largely the result of extending the season of availability of fresh prod
uct which taps vast un-met off-season demand. 

Even though the best evidence available indicates that the off season ProfitableDe
tmmand line should be shaped so that it rises off-season, SRD has chosen to draw it flat. We 

have two reasons for this choice. The first reason is that a flat ProfitableDemand' line is a 
safer and more conservative view of off-season market potential. Even though the consumer 
may have the latent demand and willingness to pay indicated by cross-elasticity theory, whole
sale and retail marketing managers may not yet be ready to take the risks involved in making
the supply available and a producer/exporter could find it impossible to sell all the product that 
a cross-elasticity line would imply. The second reason is that in the long run the curve should 
theoretically "flatten" due to the gradually increasing availability of all fresh produce substi
tutes. A flat ProfitableDemand' line is safer in the short run and theoretically sound in the 
long run. 
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ANNEX B - List of buyers in major markets. 

UNITED KINGDOM 

Geest
 
Fyffes
 
Mack
 

GERMANY 

Scipio Group
 
Durbeck
 
Trofi
 
Harder, Meiser & Co.
 
Olff, Koepke & Co.
 
Afrikanische Frucht Kompagine GmbH
 
Pacific Fruit Co.
 
Velleman and Tas
 
Astheimer
 
International Frucht Import gesellschaft
 
Weichert & Co.
 

THE NETHERLANDS 

FTK 

MAJOR EUROPEAN BUYERS 

Chiquita
 
Dole
 
Del Monte
 
Turbana
 

JAPAN 

This is a list of the major buyers in the European & Japanese markets. Chiquita, Dole, Del 
Monte, and Turbana market throughout Europe and can be located in most countries. Special
ty green beans can be handled through a variety of specialty prod'ict groups. 
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The Mahaweli Enterprise Development Project 

The Government of Sri Lanka as well as the international donor community has given high 
priority over the last several decades to the development of the resources of the Mahaweli river basin. 
The Accelerated Mahaweli Development Program was launched in 1978. The first phase of this program, 
the construction of major capital infrastructure, is complete. The second phase, developing the land for 
settlement and forming an agricultural production base, is well under way. The third phase, just 
beginning, seeks to build on the agricultural base to create a diverse and dynmic regional economy, 
improving employment and income prospects for settlers and their families. It is in this phase that the 
private sector has to play a leading role in enterprise development. 

The Mahaweli Enterprise Development Project (MED) isa five year USAID-supported initiative 
of the Mahaweli Authority of Sri Lanka(MASL) to foster private enterprise development in the Mahaweli 
areas. MED assists small, medium and large-scale investors to develop new ventures in the Mahaweli and 
expand existing ones. This isto be accomplished by a three-pronged approach: 1) investment promotion, 
technical assistance and marketing support to medium and large scale investors; 2) advisory services, 
training and improved access to credit for small scale enterprises; 3) policy assistance to improve access 
to resources, such as land and water,and the legal and institutional framework for enterprise development 
in the Mahaweli settlement areas. 

The Employment, Investment and Enterprise Development Division of MASL is the MED 
implementing agency. The main technical consultancy is provided by a consortium led by the 
International Science and Technology Institute (1STI), but marketing consulting is provided by the SRD 
Reseai'ch Group Inc. Other firms in the MED consortium are Development Alternatives, Sparks 
Commodities, High Value Horticulture and Two Sri Lankan firms, Agroskills and Ernst and Young. This 
significant array of organizations and expertise is ready to assist private sector firms in the Mahaweli 
areas. 

For further information please contact the Director of EIED (Tel: 502327/8/9), or James 
Finucane (Tel: 508683/4) the Chief of Party of MED, or K.Kodituwakku (Tel: 502327/9) the Local 
Representative of SRD. 


