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ABSTRACT ; The fruor and vegetable sector i the Sultinate of Oman has developed remarkably o the Tast two decades.
It has undergone technological changes that have resulted inoan upward trend in cultivated areas, yields and total
production.  Furthermaore, it 15 widely recognized that the sector has moved trom the subsistence stams to 4 more market-
oriented svstem,  For all of the Selianate's fro and vegetable production, the domestic market s by far the maost imporgant
outlet, The present paper explores market dimension and identifies oppertunities and constraints of these production and
marketing systems. Results indicate that development in this sector faces serious market constramnts,  Studving current
structures reveals a lack of market arbitrage and vertical coordination,  The pricing mechanisms are tlied o the advaniage

of merchants and market dealers.  Marketing of fresh produce can be improved by the enhancement of facilitating

functions,

Thu fresh fruit and vegetable sector in Oman has
developed remarkably during the last two decades.
The system produces food items essential o the
domestic diet and some common export commadities,
A major part of this development can be attributed to
technological and structural changes. Many economic
and technical factors have affected the speedy adoption
of modern farming innovations in areas where
vegetable and fruit cultivation had never been a major
activity. These factors included the government’s
efforts to improve the productivity of small family
farms, and higher returns to early vegetable and fruit
ErOWers,

Production, productivity, and cultivated area have
increased since the late 1970's. Demand for these
products, which has been growing in recent years, has
come primarily from domestic consumers. Exports are
growing at a very slow rate. Oman is not self-sufficient
in fruits and vegetables, importing more than one-third
of its basic vegetable and fruit demand (JICA, 1990).
However, some regional fruit and vegetable surplus
crosses the border to neighboring Gulf Cooperation
Council (GCC) countries.

Studies (JICA, 1990) reveal that the development
of fruit and vegetable production has often resulted in
domestic marker saturation and depressed prices. The
existing marketing svstem has been described to have
served poorly in guiding the production and distribution
of fruit and vegetable crops in quantity, quality, form,
space and time (JICA, 1990}  Fruit and vegetable
gxports have been sporadic. They have not emerged
from a careful evaluation of the production and
marketing resources or a deliberate export plan.

In general it is perceived and recognized that fruit
and vegetable sectors face sericus market constraints.
The challenge to develop an efficient fruit and vegetable
marketing system is high and expected to be higher in
view of domestic and international economic changes.

The overall objective of this study was (o generate
information on the fruit and vegetable production and
marketing organization in Oman. The main production
issues  addressed relate to how production was
organized in terms of number and size of producers,
ownership, resource use, cultural practices and
technology and, how the production-marketing decision
was made by producers,
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TABLE 1

Area of production of agricultural produce'

Year Vegeiahles® Field Crops’ Fruits' Others®

Area Prowluction Arca Production Area Production Area Production

(ha) (THHAN D {ha) IECERY] (ha) { 100K 1) (ha (1ERMD 1
14974 1.935 N.AL 4,400 N.A 27 469 N.A. | 437 NOAL
14H2 3481 548 5.572 Ta.0 27,715 125.6 4 256 29.1
1953 1887 61,3 6,245 197.7 R 1250 4.753 33.5
1584 4.302 6749 1. Y906 221 29,3590 132.9 44993 3.6
1985 4.726 6.3 7.514 25007 240 84 140.1 5097 42.9
1] 5,130 H3.4 8237 283 1) 457 144.7 0021 476
1987 5,531 Qd £a912 314 11.441 152.1 342 a4h
1985 £, 040 1054 9647 330 ¥ 32,313 161.3 1 05T 56.4
14RY 6, 2007 11003 4 6l 341.2 33,215 1638 974 629
14D i, 438 115.7 Q410 3400 14,200 16k 3 T.176 7.2
141 Iy, (ki) 124.7 Q4931 4.2 35 62E 172 A 67,7
1942 7,000 1325 10,192 3756.2 35,900 2154 T.577 70,2
1993 7,025 133.3 10,195 AThH 35812 L2035 SR T0.9
1had” 5727 1.4 21,619 T21.6 42 978 2312

Sources : 1978 - 1983 data, JICA, 1990;1989-1993 dara, MOAF, 1993 daw, CBO. [994
*Tomato, chili pepper, onton, garlic, okra, watermelon, sweel watermelon. cabbage, cucumber, porans

“Wheat, alfalfa. mhacco.
‘Date, lime, mango, banana, coconut.

"Papaya, carrot, sweel potato, radish, eggplant, squash, pumpkin, cauliflower, beetroot. arnip, bean, lettuce, pes, barley, sorghum, chickpea, lubia, lemon,

sweet lime, fig, guava, pomegramate, almond.

1004 data are reported as ageregated areas and production for all vegetsbles, Beld crops and fruis, Vegetables mclude all crops in (2] plus carrot, sweet poae,
radish, epeplant, squash, pumpkin, cauliflower, beetroot, twrnip, bean, lemice and pea. Field crops include wheat, alfalfa, tobacen, ey, sorghum, chickpea,
amd lubia, Fruits inglude crops in (47 and lemaon, sweet lime, fig, grape, guava, pomegranate and alnond

TABLE 2

Land distribution according to farm size

1979

[RVE

Farm Size Moo % of udal Area B ol Total TR % of Toal Ared e of Tmal

Holdings Haoldings Cropped (ha) Area Holdings Huoldmgs Cropped (haj Area
<2 ha 55,814 H5.7 2R, 300 340 48 412 776 11, 31) 29,7
25 ha fr 380 4.4 [RREUH 128 §.571 7 14, IRHD 22.7
3-10 ha 1,848 2.8 12, 5iH 15.2 4,054 0. 21 80 208
1050 ha 1,034 1.6 17, 64HD .2 1,299 2.1 17,750 16.8
=50 ha il 0.1 5,700 .8 44 1 10,530 10.0

Source - Compiled by authors from AOAD 1994 akb

land tenure is not available. Although survey data have
indicated low evidence of rented farms (o iocal or expat
rentors, unofficial information suggests the existence of
a wide system of farm rental. Land renting falls under
two general categories, namely share renting and cash
rent. The most commonly used agreement is cash rent.
It is simpler and does not involve any risk to landlords.
It is difficult to assess the competitive situation within
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this land renting "market” due to lack of accurate data
as well as the informal nature of these arrangements.
However, there is some evidence that the rental market
provides a low level of competition favoring the
renters.

Small "family farms” have bypassed the traditional
subsistence state of farming. They have commercial
objectives and use new farming technologies including



OMEZZINE

water saving irrigation systems, mechanization, hybrid
seeds, commercial ferulizer,  greenhouses, and
pesticides. Small farmers are primarily interested in
production and secondarily interested in marketing.
The farm gate has been viewed as the dividing line
between production and marketing.

Large scale agricultural production is developing
in various regions of the Sultanate.  These corporations
view their farming occupation as an  investment
expected (o generate significant profits. Most of these
large scale farms show a high production success using
the latest technologies.

All farms, small and large. depend on the local
market outlets to sell their produce. None of them has
developed self-channels or other means to dispose of
their production.

In general, the ouwtstanding characteristic of fruit
and vegetable production is the dominance of small size
family farms in spite of the recent development of
large corporations. Competitive conditions prevail in
the production system as there is a large number of
production units. Entry and exit are easy and none of
the growing units are capable of influencing the price
by varying the demand or supply. Growers regard
price as a constant parameter independent of their
behavior.  Entry by large corporate producers is
constrained by capital requirements. While no recorded
data is available on their operation, ficld observations
show that large farms have no significant influence on
local marker conditions.  Thev face the same market
outlets as small farmers and relv mostly on the Public
Authority  for  Marketing  Agricultural  Produce
(PAMAP) and small wholesale or assembling markets,
as well as neighboring export markets.  All market
authorities interviewed (auctioneers and commissioners
as well as PAMAP collecting centers) indicated that big
farmers had no power on market prices. They sell their
produce under the same conditions as small farms.

Farmers' production and marketing decisions
were studied through the survey data.  The results
suggest that farmers react to many factors including
prices, expertise. government policies and farmer
perceptions of demand. Producers make production
decisions based primarily on price expectations, future
production and market conditions. The expected price
depends to a large extent on previous vear's price,

Survey results indicate that farmers’ production
decisions have been in seme cases biased toward some
crops on the basis of habits, and expertise gainad in
their production.  Yields in previous years have proven
to have an effect on planting decisions in the following
year. Another point that relates 1o farmers” behavior is
their decision as to where to market their produce,
Growers are faced with only a few market outlets such
as the Public Authority for Marketing Agricultural
Products (PAMAP), farm gate. road side. and local
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wholesale markets. The decision on where to sell their
produce 15 basically a day-to-day choice. However,
most farmers have indicated they are attracted to the
market outlet that can dispose of all their produce. The
FAMAP is their favorite outlet. Yet PAMAP is going
through a restructuring process with subsidy removal.
It does not offer farmers the same marketing
opportunities as in the past. Previously, PAMAP was
a government-owned and financed agency. In future,
it will no longer be sustained by public funds. Plans
have been made since 1994 1o change its purpose and
objectives. PAMARP’s role in the market has changed.
It can no longer afford to make business losses to
benefit farmers. Its current ohjective is more pecuniary
than in the past when it was intended to solve
distribution problems in the country.

THE MARKETING SYSTEM: The overall description of
the typical fruit and vegetable market situation in Gman
shows that structure and pricing manipulations have
been a mixture of trade at set terms and free market
trade. In the first system. PAMAP is at the same time
the price-maker and the buver. The second system
includes a wide range of marketing options namely
local wholesale markets, on farm sales, roadside sales,
and direct sales to consumers.  The tvpical channels
through which fruits and vegetables flow from the farm
1o the ultimate consumers are presented in Figure 1.
Survey results indicate that PAMAP has been the
preferred outlet for most farmers. It attracted more
than 30% of total fruit and vegetable production. It has
regional  collection  centers  in addition  to ils
headqguarters located in the capital area. PAMAP has
built, since its in 1985, a great deal of
marketing infrastructure such as cold storage, storage
facilities and developed sound transportation means.
PAMAP trades on a steady price fixed daily by
the headquarters office. These prices are not bargained
by farmers. A general assessment of PAMAP-growers
trade shows evidence of market power similar to
monopsonistic buyers exercised by PAMAP through
relatively high and reliable buving capacity.  Not
enough information s yet available on the overall
PAMAP operation to make corresponding inferences on
its position and rele in the fresh froit and vegetable
marketing svstem. Howewver, it mav be hypothesized
that PAMARPs past role was primarily in the disposal of
farm produce. For more than 7 vears PAMAP offered
an unlimited market outlet to truit and vegetable
growers at satisfactory prices. While recognizing this
rale of PAMAP in the absence of second best
substitutes and effective market outlets it may also be
hvpothesized that the emerging rele of highly
subsidized PAMAP in a weak and less than competitive
marketing system has generated two serious flaws., The
first flaw concerns the overall development of the

creation
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Figure 1 . Market channels for local fruis and vegetables and
market share of different outlets.  HIR. hotel. institution and
restaurant. PAMAP, Public Authority for Marketing Agricultural
Products. More than 70% of bananas were marketed by PAMAP

marketing system and the fear of private companies to
develop marketing outlets in a system yet dominated by
PAMAP. The second flaw is related to PAMAP's
overall business operation.  Sources (JICA 1990
indicate that PAMAP's operation may not be within
acceptable efficiency standards. This  lack of
operational efficiency is recently passed on to farmers
through low and discouraging farm prices in face of
declining government subsidies,

Local wholesale markets are the second most
important market outlet. They trade around 25 to 30%
of total vegetable production depending on the region
and the produce. These markets are administered by
the municipality (one case of private wholesale market
was encountered) and regulated by a public fee buyers
to keep prices low.

On-farm selling is a small but very reliable outlet

in some regions. It is very well-developed in the
Bureimi region where more than 50% of the vegetable
schedule is set by the administrator.  Duties and
privileges of the market are usually auctioned to the
highest bidder who will administer the market for a fee
levied on the sellers. Farmers in these local wholesale
markers sell their produce to small merchants and
wmerant  traders, but more often o local small
independent retailers.

In many of these daily wholesale markets,
conditions of imperfect competition have been observed
as there are many small sellers selling an excessive
supply to few buvers with limited demand. Survey data
show that on a given day during the peak vegetable
production period the number of farmers and the
quantity thev offer in selected wholesale markets
outwelghs by far the number of buyers and their buying
capacity (Table 3). Sales take place very often by open
auction conducted by market "auctioneers.”  The
number of traders attending the auction at times when
the market was not congested is small, and there was
evidence of deliberate attempis by buyers to keep prices
low. On-farm selling is well developed in the Bureimi
region where more than 50% of vegetable production
is sold on the farm. However. in other regions like Al-
Batina and the iterior this outlet does not attract more
than 3 to 10% of total production. O farm sales are
very attractive to farmers since it saves them time and
meets their need to trade on a "cash on delivery basis.”
Buyers are vsually small merchants with pick-up trucks.
The one producer-one merchant open bargaining on the
day of sale is the most commaon pricing method. There
are a few cases of formula pricing arrangements based
on the nearest wholesale market price on that day.
Other  outlets, such  as  roadside, direct  selling,
contractual arrangement with hotels, mstwtions and
restaurants are not reliable outlets, although they
account for around 10% of the traded produce.

Physical and facilitating functions serving the
private marketing system have been very limited and in
many  cases absent.  Transportation of fruits and

TABLE 3

Muarket characteristics

Clearing Price (hazakg)

Market Mool Cuantity of Mool Buyers Averape
Sellers Vegetables {wholesalers, Buying Cauliflower Tormar Cucumber Pepper
Citerad (tons) retailers) Capacity/Buyer
Salalah 40 5 15 S0-T000 41 iy
Nizwa i A I S0-1000 50-70 10K}
Ibra 30 2-3 7 3050 Ei) 70 00

Consumers are not included inthis survey
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vegetables from the farm to the market outlet is often
limited to a pick-up truck. Storage does not exist at any
stage in these marketing channels except at PAMAP's
regional and central centers, which are not available for
private use. An official grading and standardization
system does not exist. Grading is left to the discretion
of farmers and buyers. The produce is delivered to the
wholesale market or to PAMAP in rough packaging and
sometimes in bulk. An organized market news service
does not exist. Information about prices and demand is
deficient for farmers and for market merchants.

Three trading categories can be drawn for this
marketing system at the farm level. The first includes
dispersed, direct trading which has not grown
remarkably because of low private initiative to invest in
marketing of fresh agricultural products.  This
represents a very low proportion of the total production
and includes sales at the farm gate, roadside, from
producer to consumer and direct selling to retailers,
jobbers, hotel institutions and restaurants. The second
category includes small local wholesale markets where
buyers are mostly retailers and wholesalers. This trade
outlet extends to what Rhodes calls the market clearing
principle (Rhodes, 1971) but to the disadvantage of
farmers. The auction system and individual open
negotiations have not produced a high degree of
competition in these markets. It is recognized where
prospective buyers are few, auctions and open
negotiations prove 1o be essentially non-competitive
(Breimyer, 1978).  The third twading category is
administered pricing involving trade between farmers
and PAMAP.

All three rtrading options put farmers at a
disadvantage and do not offer much chance for a
“workable competitive market”™.  No evidence of
significant competition has been observed between

different buyers of wvarious market outlets.

Individual market outlets in these trading options
involve a small number of non-specialized buyers.
Jobbers and wholesalers are not committed to fruit and
vegetable activities. They may be engaged in buying
and selling any commodity as opportunities arise.
These buvers are small, usually they are not heavily
capitalized. Market entry and exit is very easy. They
buy from production area markets to resell in other
regions. It is generally recognized that the net effect of
huyers market arbitrage is to reduce intermarket price
differentials. This does not seem the case in some fruit
and wvegetable markets in Oman. Farmer price
differentials are high from one region to another
suggesting a lack of market arbitrage or an insufficient
volume of arbitrage o affect inter-regional prices
(Table 4).

For all fruits and vegetables, the marketing margin
ranges from 40 o 60%. Survey data indicate that the
market price share occurring to farmers ranges from 40
to 60% depending on the crop and market location.
The previous swdy (JICA, 1990) shows the average
shure occurring o market participants is about 59% for
all fruits and vegetables. These marketing margins are
judged be high, significant  price
inefficiency resulting muanly  from  weak market
operation and arbitrage.  The hypothesized lack of
market integration may be evidenced by the low
distribution of products from production regions to
This state of distribution (Table 5)
from one region are not

to suggesting

major markets.
indicates that products
shipped to many major markets in other regions.

The field survey reveals that (o dispose of a
product, the local and regional markets, while limited

TABLE 4

Prices (baizas/kg) received by farmers in selected markets’

Loscation/ Product Cucumber Zucchin Cauliflower Tomata [Lime Banana
1bra 50 T
{Sharkiva Region)
Salalah {Dofar) 4iH0 120 100 a0 ] 11248
Nizwa (Interior) RN )
Sohar (Al-Batinaz) 150 b AW
Al-Bureim KD ol
(Dhahira)
Muscat’ KD 2 20H) 11K TiH)

(Capital Area)

'Aversge prices for 1994-1993 season.
*Established price st PAMAP.

‘Muscat prices were collected from retail markets and calculated after deducting market margins evaluated ar around 37 w 0% of retail price,

18
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TABLE 5

Intermarket product distribution’

Markers{ %)

; lbra Diosfar MW Al-Bureimi/ Suhai
Crigin [Sharkiyval (Salalah) Muscat {Interior Al Ain, UAE (Al-Hatinah) (thers
Sharkiya {Ibra, =70 << 20 - 10
Kamel and
Wafil
Drafar {Salalahy ER Y = 5 except for
banana
Interior - ETH] 50 10
(Mizwa, Bahla)
Al Hatina <5 ETH] 4l 15
(Schar, Shinas)
Drahira - - = 50 <5
{Burewm)

PAN products included,

in capacity, remain the second choice outlet after
PAMAP. As a result, prices are depressed in markets
where quantities are in excess and vice versa. Farmers
prices collected in selected markets during the month of
January 1995 (Table 4) indicate high price differences
ranging from 350 to 200 baizas/kg. This difference
compared to an estimated average transfer cost of 50
to 100 baizas’kg may well justify better market
arbitrage, i.e. shipments from low-price to higher-price
markets. Market arbitragers do not seem to respond to
these price differences, apparently because of lack of
mobility and absence of market news on price
differences. The intermarket price relationship was
significantly less than what is predicted by the workable
competition model,

Operational efficiency of marketing and production
units is very low as the system generates a high rate of
wasted products at the farm and other stages of the
marketing channels. No official records on wasted
fruits and vegetables are available.  However.
estimations on farms and various market outlets
confirmed large amounts of unharvested vegetables as
well as unsold quantities at wholesale and retail
markets. This product wastage is estimated at 15 and
20% for fruits and vegetables, respectively.

In response to a lack of competitive pricing and
market efficiency. surveved farmers indicated that the
effectiveness of this system may be improved by means
of well-managed, equipped, and organized markets with
PAMAP operating as a private buyer. Local assembly
markets, as well as regional and central wholesale
markets, have been important to Agriculture in many
societies. They have a potential in Oman to give sellers
and buyers open access to each other, improve market
news and grading, and promote new agribusiness
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institutions with attractive and specialized jobs to
Omani youngsters. They are frequently referred to as
public markets and their operation is quite public.
Prices are publicly arrived at and steps are usually
taken to disseminate the information quickly to all
mntergsted parties (Rhodes, 1993). Their implem-
ementation in Oman may be much better suited to the
particular conditions of this sector than any other means
of vertical coordination

Conclusions

The assessment of the fresh fruit and vegetable
production and marketing system in Oman draws a
picture of a sector that has enjoyed remarkable growth
in production and productivity through technological
and structural progress. The system however, has not
developed adeguate market outlets to support future
production and demand growth. The overall picture
that emerges from this analysis indicates that the
production-marketing system of fruits and vegetables in
Oman is seriously deficient. The system is recognized
to have served poorly in guiding the supply and
distribution of fruits and vegetables in quantity, quality,
time and space, Production structure  remains
dominated by a large number of producers with no
influence on market conditions, This structure is not
pointing toward significant concentration in size and
production.  On the marketing side, the competitive
structure includes direct trading, wholesale markets,
and admimistered trading.  All do not meet the
conditions of a workable competitive market. They
show evidence of lack of market arbitrage as well as
lack of vertical coordination between farmers and
buyers. Farmer price differentials and marketing



margins are high, suggesting price inefficiencies due to
weak market organization and non-competitive structure
on the buying side.

Growers are facing very limited outlets for their
produce. The declining role of PAMAP and limited
numbers of small private dealers with low business
volumes have proved to be inadequate for a sell-
sustained fruit and vegetable sector.  Results suggest
that the overall efficiency and effectiveness of the
production and marketing systems could be improved
by developing well-managed and equipped local and
central wholesale markets. These markets have the
potential to improve competition and (o promote private
agribusiness initiatives. Workable competitive structure
on the buying side may be achieved through improved
market facilitating functions as well as promotion of
private agribusiness companies 1o take over the former
role of PAMAP.
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