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Rizvi Muneser All Shah

4

,;;-"_rh:s paper reports the results of the final part of a three part study on the
&f1 Lir:iure, conduct and performance of the date market in Sind, pakistan. Re-
s of the first two stages were reported in earlier papers by Rizvi and Davis
35)and(1985)

”‘f-;;;The relative efficiency of production and exchange has considerable im-
+ on the welfare of enterprises preducing and marketing dates. Efficiency is
ls0 a matter of concern to the consuming public since it uitimately affects the
ﬁi ces paid by consumers. According to Kohis and Uhl (1980), marketing effi-
n be increased in two ways. Any marketing change that reduces the
ost s of petforming the functions without aitering the marketing utilities would
'érly be an improvement in marketing efficiency. Alternatively, enhancing the
tility output of marketing process without increasing marketing costs, would al-
mﬁ'ﬁuncrease efficiency. According to Gibbons (1970), production is deemed to
: ’?eﬁlc:!ent when the required output is obtained with minimal resource input. In
‘jﬂ;.__";f_"""le terms, the aim is to use and allocate resources efficiently in order o ma-

. In order to evaluate efficiency at the date orchard level in Sind, analytical
- _'fyerage was extended to the two main date producing districts (viz Khairpur
” Sukkur) in Sind. Together these cover 96.5 per cent of total date production
_in Sind. The period of analysis covered only one year, ie 1983-84. Clearly, this

L
T T
.-

fj"'__‘;stricts the conclusions which can be drawn from the analysis.
- Efficency al orchard level has been measured as a ratio of input to output:

= Average cost per rupee of output

I_:'otal Revenue _
Thus, this measure reflects both the quantity ot an orchard output and the

e
’“_;-_average prices (date variety/form wise) received. Similarly, 1 total costs (esta-
_bllshment ﬂxed semi

i-fixed and vanable costs) incurred in productlon and mar-

-
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To measure production efficiency in agricuiture, the usuai procedure is to
compare the costs and returns of the individual farms with a aroup or regiona) .
“average” and sometimes with the “most efficient” level. (Davis {1878} has po-
inted out two drawbacks of this methodology.
(a) It is not a normative comparison, since it only shows what has been i
achieved in practice and can not indicate what the leval of efficiency shouid be.
(b) Cn an interregional basis itis only meaningful to make comparisons bet-
ween “broadiy similar” farm types. |

However, in tne end he concluded that it was a “workable™ approach to the
-problem of efliciency measurement.

Due to lack ot precedent data, it is difficult to know if adate orchard is opera-
ting at the “maximum atiginable production efficisncy” or “lving within it” and |
even what the “lowest costs” are for a given production process. Despite these
drawbacks, the methodology is valid and useful for analysing whether the effi-
ciency of resource use in one size group or district is better in relation to other si-
ze groups or district. it is also one means by which a quantitive asscciationbet-
ween structure, conduct and performance may be determined. Therefore, con- |
sidering the fimited data availabie, the only practical methcd for measuring effi-
ciency at the date orchard level is 1o compare the efficiency between the diffe-
rent size group orchards on a totai input-output basis during the same time pe- -
riod.
~ Firstly, this methodology was applied to the Khairpur district (within diffe-
rent size groups) because date orchards in this district are of a “broadly similar”
type and, thereafter, a comparison was made between efficiency in two districts =
(viz Khairpur and Sukkur). A straight comparison of this kind between the diffe-
rent size groups in the two districts needs to take account of the following limita-
tions.
(a) Khairpur district is popuiar for the “Asil” variety whereas, most of the
plantings in the Sukkur district are of the “Fasli” variety and yislds here havebe-
en declining. The date growers in the Sukkur district were therefore reluctant to
incur high production costs in these old orchards. In contrast, growers in the
Khairpur district were keen to invest, in order to get better vields. Therefore, the
differences between date variety, yield and costs, prohibit a straight comparison
‘between the date orchards of the two districts.
(b) Khairpur has a natural advantage in date production due to superior soll.

The water table is high in this district and irrigation has a significant impact on
the date output.

L —— — A Pl o ——

1. Karachi division has 3 districts, but here is counted as one district.
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f:ﬁ.ii'af.}!.e.@'@a!e level due o non- availability of pricing data from each district
31, the analytical coverage axiends to the three maimn wholesale markets
. ikur, Hyderabad and Karachi', which together account for 62.4 per centof
quantity marketed through Sind auction markest. The remaining guan-
& was sold through ihe other ten district markets in Sind. The efficiency of the
%}ément centres, who handled 18 per cent ot the total production in Sind,
.- been omitted due to tack of authentic costs/benefit data from these centres.
efficiency at wholesalie level evaluated are, labour’
d capacity utilisaticn. For analytical purposes,

L arisons are made between Sukkur, Hyderabad and Karachi wholesale
arkets using as a unit of measurement rupees per mauna handled by each

._ iééale sem. The reason for comparing these geographically separated mar-
“?sm Sind province, is the lack of a “standard” measure upon which 0 base
ch to restrict the comparisons to the “broad-

_Lch an anaiysis of efficiency. In order
& similar” wholesale firms, the calculations for the iwo main types of wholesalr

|:.;I-\.I".-' .\_J-'
.

‘ Efthes
LA

The three aspects of
£ ductivity, economies of size an

bt U
::-":
I

S
o

- ":':'”'-f“"”"-z?*;_'Types A and B' are made separately (Rizvi and Davis, 1985). A straight

_comparison between two types of firms could be misleading due to differences

LT : . : . o
n their marketing functions, methods and costs of business operation. Similarly,

ﬁQefn'm:fs handling unprocessed (fresh) dates exclusively were not included in
|sstudy because: (i) there is a significant difference in the prices and costs bet-
ween processed (dry and dehydrated) and unprocessed dates, and, (i) the tra-

e m n
i

AL

_.{]ﬂ.ﬂ -n-t'.J

“ epermd for the unprocessed dates is limited to the date season only.
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Retail ievel

. Measurement of efficiency at retail level is rather difficult. The analysis is
S ] . . ' .
therefore limited to two components of the operating costs-total fixed costs® and

g .
per maund variable Costs.
oth these firms are distinguished by their marketing fu nctions. Type “A” wholesale firms

fmrk as auctioneers in the same market and provide loan and other market facilities to the

date sellers and buyers exclusively.
The fixed costs incurred exclusively on date trade by a retailer couid not be easily separa-

ted, due to the typically diversified nature of retail shops coupled with their poor accoun-

- ting records.
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EMPIRICAL FINDINGS |
1- EFFICIENCY IN THE PRODUCTION SECTOR

1:1 Khairpur district
Table 1 shows that the lower average opsrating costs (te. Rupees
per maund) of the largest size group which suggests superior efficiency in g
group. However, at Khairpur date orchard ievel, there are many external facto
influencing yields over which managerial decisions of date growers have little g
rect control. interestingly, the smallest size group earned higher average re
nues (ie. Rupees 201.07 per maund) than the two larger groups. Thiswas g co
Sequence ot the outlet to which date growers in larger size groups sold their 0
put ie. to the procurement centres. If the date growers behave ration
would be expected that they would sell their surpluses to the most rewardi*

-~

i

-

outiet. However, such choice depends also on the feasible outlets available g
the financial conditions prevailing in the Sind date market.
It is apparent that the average fixed production costs incurred oy the sm
lest size group {je. Rupees 25/34 per maund; are lower than the larger sa
groups. This suggests that further research is required to determine the relz
tionship between size and efficiency. Whether or not such a relationshop do

s

sl
T
f 7t

R

es

exist, one can not assume that the largest size group had the greater efncaency
since a lot of other natura! and individual factors can influence production efﬁ
clency. Nevertheless, the lower unit Costs of the largest size group does suggest,
that economies of size do exist although the precise magnitude of these econéfj?
mies due to size aione would require further research. | ”
1.2 Comparative production eificiency of Khairpur and Sukkur districts
Table 2 shows measures of overalt efficiency in each district. This analysiéz
shows that the fixed production costs (ie. Rupees 25/88 per maund) incurred by
the Khairpur date growers are 142.3 per cent higher than the Sukkur date gro
wers. However, netincome permaund (ie. Rupees 135/51) of Khairpur district 15
25.5 per cent higher than the Sukkur district, whichrsuggests better overall per,;,
formance by the Khairpur date growers. This relatively superior performance of
Khairpur district is likely to 'mprove in future, due to faster increasing yields Of,.g

]
’.ﬁi{
Fe

and prices for the Asil variety in this district.

marketing) to dictate seller choice. Rather, the task is to suggest ways in which the results%_ ._
desired by sellers couid bejaccomplished ie. higher returns with the same cost. E
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4%#‘ urbdﬁ meme*s ViZ H ydera_;ad and Karachi. This reﬂects the relatively hegh
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'.6omparmg Imeasures 1 and 4, it is evident that in measure 4, Sukkur assembiy
m arket s about 1.8 times the average, whereas, with measure 1 it is only 1.6 ti-
es which retflects the relatively low wage costs in Sukkur market. The same
pesmon seems to hold tor type "B” wholesale firms who show even better relati-
 ve efficiency at Sukkur market in comparison to Hyderabad and Karachi mar-
s% . ets in all the sfnc:ency measures employed

e;fetmnshlp Flgure1 shows thatmtype ‘A’ groupﬂrms no firm was working mthe

e%i»x )

“|lowest size category (ie. below 15,000 maunds) in these three markets. ltis evi

LR
'-E- :.%::;g.f"‘

. dent that the unit costs incurred by the largest group of firms (mostly working ir
e@SUkkur market) were significantly lower than the costs incurred by the firms wor

%:! Handling of higher value date variety and forms coupled with lower unit costs wiil providi
" h!gher margins and thus iabour productivity measured in monetary terms will be enhan
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Sind date marketing

Sind province). This analysis suggests a reiaticnship between size and g un
costs ior both types of wholesale firms. ltis not possible 10 reach definite CDnc
sions based on this analysis about the significance of economise of size thg
accarding to pmducﬁov theory, are practmaily a’wavs ﬂvaﬁ able. Neverthelew

pared to type ‘B’ firms. The resuiis aSw suggest ihaatne cosis seam to mnve'l
as the size of firm increases. ﬂ..ﬁ

~ nornies of large size. Th@ reason would apaear to be thatthe iargeﬂt size gro m
- has not yet fully exploited all of availabie size economies. Therefore, it wouldf’:

a “rational” interpretation of the data to conclude tentatively that firms inthe s
_gest size group are more efficient and that an “unknown” range of “us::siamumf
Ze exists. The lower limit of this range would be at least the largest size gro P
analysed here (le. 65,000 maunds and above). Caution is needed in interpretiny *‘zj-
these findings because many of these firms may not be working at the optma ¢
point on their short run average cost curves due 1o underutilisation of capac(“
However, the fact that a size/ efficiency relationship seems to existis an snesca

bie conclusion from this analysis.

_____
.......
S -

iR L g et L
LY e P T 1= S i
- - 3 . = . L. 4

#&—ﬁs:::' AR T B 'n
q&'.".-:-*iﬁ ] 5 _-.'-a-;'r'l" .__r-“"‘!"w-"lﬂ_ "

2.3 Capaity utilisation
In terms of efficiency it is desirable at wholesale level for firms to Gperate
ieast at the minimat cotimal size. The extent towhich firms are abie to acmev;
this size of operaticn has a significant effect on preduction efficiency and thefe-
fore influences not only the unit cost of operation but the profit pesition as well. I;
evaluating this aspect of efficiency, £5,000 maunds, has been assumed 0 be}% }
desired minimum eificient size (m.e.s.). The extent to which firms handied e.:atianf?’T
tities pelow the m.e.s. level would provide some indication of the likely iess |"
production efficiency.
Figure 2 shows the exient to which type ‘A’ and ‘B’ wholesale firms weri’
able to achieve their target during the date seascn (ie. between july and Sef_f
tember) and in the rest of the year during the 1983- 84 season. it is apparent
that, in Sukkuyr market, type ‘A’ and ‘B’ firms were both o operate close tom. efs

during the daie season, pamcuiar!y ‘ype ‘A’ firms whose average throughpm

.
¥ L

343

L ',_l'é
Sl



........

Rizvi Muneer Ali Shah

_ s suggest that there were substantial mefﬁuencaeb af whaaesaie level, part:cu-
%ﬁ';‘arly in Hyderabad and Karachi markets. Utilisation of capacity remained very

ﬁ*‘ﬂOW during the oﬁ-—aeason in all three markets.

.....

3 EFFICIENCY IN RETAIL SECTOR

. Table 4 shows the reiative importance of the two measured components of !
fﬁc:ency at Sukkur, Hyderabad and Karachi retail markets. 3

- The variable costs per maund at Sukkur retaii market were 14.8 per cent
: ii{_f'lgher than the average variabie costs of the three markets. This may reflect f
‘I ;market externaimes caused by Narrow and congested Sulckur market streets

f_-ji_fwalges and rent and rates in thuﬂt markmt However, the performance of retailers
#in Hyderabad and Karachi markets was superior with regard tc unit variable

2
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(a) The fragmented structure of the date production secior seems to be as- .
- sociated with relatively inefficient resource use. If this structural position conti-
. nues and e measures are taken to protect the crop against natural climatic tac- .
tors, it is unlikely that production efficiency will improve significanty in the near
future. Nothing was observed to suggest that means of realising size econo-
. mies, such as co-cperatives, were being utilised. It would be worthwhile to inve-
stigate the desirability and feasibility of such co-operative development meast-
res both at grower level and for the processmg and distribution stages.
(b) Evalauation of efficiency in the wholesaie sector has revealed evidence
~ of inefficient use of resources. in Hyderabad all the date throughput was marke- i
~ ted by firms of a size equivalent to less than 50 per centof m.e.s., and in Karachi, t
the figure was 20 per cent. However, in Sukkur market, all wholesale firms were
found to be operating at a size greater than haif of the m.e.s., and only 20 per
cent were operating below the m.e.s. This efficiency evaluation was coniirmed ’
by comparing labour procuctivity. i

The present limitation on totai date supplies and their highly seasonal natu-
re are seen to be the major constraints on improving productivity. Morever, non-
rationalisation of capacity at wholesale level indicates inadequate competitive
forces in the Sind date market. -
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Sind date marketing

(C) Efficiency in the highly fragmented and muitipie product retail shops |
was not easy to measure. Although the evidence obtained at the three retaijl
markets was inconclusive, it nevertheless demonstrates the effectiveness of
Sukkur market with regard to totai fixed costs and the superiority of Karachire-
tail market with regard to per maund variable coss. .
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Average efficiency of Khairpur district date orchards aﬁwmﬂ_m 198384 B E

Av. costs per Maund {(Rupees) |

cize of AvV. per acre Av. revenue .
dace~ output in Mds  per Md (Rs) _
mﬂﬂwmﬂa - | AV WMH@@ . | Av: net Net Hﬁﬂ@g. AV,
(Acres) Production Av. varlable Av., total income per as % of as |
_ costs costs COStS Md (Rs) gross av.
, ravenue
30-49 124.75 201.07 25/34 36/51 61/85 139,722 69.24 30,
S0«=569 116. 18 193,31 27/13 35/23 62736 130,/795% 67.74 | 19,
70 and > 116.78 i84.71 25/82 31/05 56/87 127 /84 62.21 30.
Average 121. 11 196.83 25/88 35/44 61/32 135/51 e8.85 31,
| 1. Fixed establishment costs are not included in the fixed production costs as most of the da-
te orchards in Sukkur district are very old, and even in Khairpur district plantation perious
very greatly. As the total commercial ilfe of a date palm extends to 52 years, it was difficuit
to compuite the annual depreciation charges of each date orchard separately.
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| Table 2
Performance of Khalrpur and Sukkur districts date orchards during 1983-84

e

District Av. peér Av.

acyea reavanus

output per M4 Av. fixed
in Mds (Rs)

Av. net Net income

income as % of AV. COsts
par Md groass ag % of
costs (Rsg) revanue AV . rever

Av. variable Av. total
prod. costs coats

Tratiriin 1 i

Khairpur 121.11 196.83  25/8s _ _
Sukkur  109.94 149.85  10/68

LDl A F

35/44 51/32 135 /81  68.85 31,15
31/20 41/88 107/97  72.05 37,95
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Tabled

kur, Hyderabad and Karachi

Productivity of labour employed at Suk wholasale markets,
1683-8

ML e TR - oimemaMEN

Efficiency measures

4. Average quantity handied 95724 82 %4
per employee {(Maunds)

2. Sales per employee -
2920 2462 1333 859

(Rs 000) -
3. Value added per employee’ . |
1302 1095 628 £15 878 5% Q36 &94

(RS 000}
4. Dutput per 100 rupees
labour costs (Maunds) 185 160 5 1 16

1 Saies less cost of dates purchased.




Table 4

Retailers average cost structures at Sukkur,

1 Hyderai
Karachi markets, 1983-84 d 'ad and

(Rupees)

M

Market Total fixed
cCOosts

e e e e

m-_m‘_-__.

Av. variable costs
(per maund)

- Sukkur 22,200 23.90

Hyderabad 34,800 19.65

Karachi 46,680 18.380

Average 34,560 20.82
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Figure 2. Average size of operation of Type

during 1983/84
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