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Abstract

As part of a project to develop staff capacities in NARA, DFAR and MFAR in Sri Lanka, an international consultant worked with local staff to conduct a value chain analysis of sea cucumber, also known as beche de mer. Following some initial training in value chain analysis provided by the international consultant, the study team completed a literature review, field work, and analysis to review the international market for beche de mer, and to map the value chain in Sri Lanka. Mapping the value chain included describing the links in the supply chain and the relative unit sales values and profits made by each link in the chain. The Sri Lankan beche de mer value chain was also benchmarked against changes over time, and against international competitors. Discussion with stakeholders and subsequent analysis was used to assess a number of critical factors affecting the performance of both the value chain as a whole, and of individual links within it. Solutions were identified, and suggestions made as to who should bear responsibility for bringing about the changes necessary to upgrade the value chain.
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Executive Summary

Introduction

i. Value chain analysis is becoming increasingly recognized in development circles and is composed of a number of steps. Value chain analysis should first describe the overall market within which the specific value chain operates
. The second descriptive task is to describe the value chain itself. This involves considering who is involved, and describing the revenues, profits, and unit product values for those involved in the value chain, and the flow of product through the chain. Analytical steps then involve benchmarking the performance of the value chain, both over time and against international competitors. Analysis should also be conducted to assess the critical factors impacting on value-addition through the chain. Finally, these descriptive and analytical steps can be used to recommend solutions to the critical factors, and to specify an implementation to plan to bring about an 'upgrading' of the value chain.

ii. The Project ‘Capacity Enhancement of the National Aquatic Resources Research and Development Agency (NARA) for Marine Resources Surveys and Stock Assessments in Selected Fisheries / Resources in the Coastal Waters of Sri Lanka - GCP/SRL/054/CAN’ is intended to build human capacity in NARA, DFAR and the MFAR, and is being implemented over 2008 and 2009. Project activities are funded by the Canadian International Development Agency (CIDA) executed by FAO and implemented by the Ministry of Fisheries and Aquatic Resources (MFAR). One specific activity of the project has been to conduct a value chain analysis of beche de mer (sea cucumber). The objectives of this activity were to provide a technical output (i.e. a report on the beche de mer value chain in the Kalpitya region in North West Sri Lanka), but also to build capacity of government staff in how to undertake value chain analyses. The work was supported by an international consultant
, and completed by a study team comprised of staff from NARA, DFAR and MFAR.
iii. The methodology employed was one whereby the international consultant first provided training in value chain analysis, before the study team worked together to develop agreed research tools. Questionnaires were piloted, and following minor modifications, data collection was undertaken. Data were then cleaned, entered into excel and analyzed. Initial study findings and recommendations were presented at a stakeholder feedback workshop, before report writing was completed.

The global market

iv. In terms of supply, there are more than 50 species sea cucumbers (Echinodermata: Holothuroidea) exploited commercially throughout the world. However, as noted in a recent FAO Technical Paper (Toral-Granda et al., 2008) little is known of the ecology, biology and population status of most commercial species. Information on catches is also scarce and export and import statistics of bêche-de-mer are in many cases the only information available to quantify the magnitude of fisheries catches. High value species in particular are over-exploited in almost all regions of the world due to poor management, and levels of illegal, unreported and unregulated fishing. 
v. With respect to demand, China and the China Hong Kong Special Administrative Region (SAR) is the single most important market globally. Exports from producing countries may be destined for wholesale traders in other Asian countries (e.g. Singapore, Malaysia) to supply local demand, but an unknown proportion of purchases to wholesale agents in such markets may also be sold on to the Chinese market. Almost all sea cucumbers are exported in whole dry form for the edible beche-de-mer market (following evisceration, boiling, salting and drying), before being re-processed and re-hydrated in Asia for consumption in local markets
. Market prices vary hugely between different species, from around $10-200+/kg of dried product.

Mapping the Sri Lanka beche de mer value chain

vi. The value-chain for beche de mer from the Kalpitya region is composed of four main stakeholder groups as shown in the figure below. 
[image: image2]
vii. There have been significant changes in the structure of the value-chain in recent months and a number of processors who used to export their own product to buyers in Asia are now unable to do so as prices in export markets have come under pressure with the global economic recession, and their activities are now restricted to processing only. The result has been that the only two companies remain engaged in the export business. These companies, due to better relationships with buyers than other Sri Lankan companies and higher sales prices, can now offer better purchase prices than some overseas buyers. Some local processors are therefore now focusing exclusively on processing and are selling their product to the two companies that remain involved with exporting.

viii. Due to prevailing weather conditions, the beche de mer fishing season in the NW of Sri Lanka takes place from September/October to April/May. The Kalpitya region accounts for about 40% of total Sri Lankan production of beche de mer, and all the main processors and exporters in the country are thought to be based either in the NW of the country or in Colombo.
ix. Mapping the value chain and constructing costs and earnings models for each link in the value chain as presented above, allows for comparison across the various links in the value chain, as shown in the table below. 

	Gross output values
	Rs/kg (dried equivalent)
	% of final
	% of total

	divers
	2,708
	37%
	14%

	collectors
	2,968
	40%
	16%

	processors
	5,806
	79%
	31%

	exporters
	7,391
	100%
	39%

	total
	18,873
	 
	

	Operational profit
	Rs/kg (dried equivalent)
	% of own sales
	% of total

	divers
	50
	38.6%
	6%

	collectors
	196
	6.6%
	23%

	processors
	137
	2.7%
	16%

	exporters
	488
	6.6%
	56%

	total
	870
	 
	

	Net profit
	Rs/kg (dried equivalent)
	% of own sales
	% of total

	divers
	43
	33.1%
	5%

	collectors
	190
	6.4%
	23%

	processors
	127
	2.5%
	15%

	exporters
	463
	6.3%
	56%

	total
	823
	 
	


x. Taken together, and when considering total exports of 180 tonnes from Sri Lanka and locally caught production, some headline/total figures for the beche de mer value-chain in Sri Lanka as a whole in 2008 are as follows:

· Export values of Rs.1.3bn / $11 million

· Total gross sales values through chain of Rs.2.7bn / $23 million

· Total operating profits of Rs.133mn / $1.14mn

· Total net profits Rs. 126mn / $1.07mn

Benchmarking the value chain
xi. Field work conducted during the study reveal two very significant changes that have taken place over recent years. The first relates to very sharp declines in catches and therefore product availability for export (of around 25%). Concern over stock status is further suggested by preliminary analysis of length/weight data for different species collected by the project during 2009 compared to data for 2003. 
xii. The other main change that has taken place in recent years relates to prices. All links in the value chain reported rising prices for most species over the past few years, until prices started to stabilize or decline over last 6 months due to the global economic recession. These price changes are significant because the rises in recent years have served to maintain profits and incomes within the value chain while fish stocks have been under severe pressure, thereby exacerbating over-exploitation of the resource. It is very likely that if prices remain depressed during 2009 and into 2010, the value chain will experience a period of extreme pressure on profits, with resulting negative impacts for all those involved in the exploitation and trade in sea cucumber.

xiii. In terms of Sri Lanka’s competitive position compared to other countries, no detailed information has been identified on costs and earnings in beche de mer value chains for other producing countries, and this unfortunately precludes any detailed comparison of costs (e.g. different factor costs such as fuel, fish purchases, etc) and profits between the value chain in Sri Lanka and in other countries. However, discussions held with both Sri Lankan exporters and with a number of buyers in Asian markets have allowed for some general findings. These findings suggest that:

a. Sri Lankan product generally has a very high reputation in Asian markets for its quality. This reputation is based on improvements in product that have resulted from increased levels of communication and enhanced relationships with buyers in Asia. However, the export of high quality product is not universal to all exporters;

b. Good quality product results in sales prices that may be high compared to product from other countries;

c. Sri Lankan exports (180 tonnes per year) are very small compared to the exports of many other countries;

d. The few companies remaining in the export business in Sri Lanka appear to have developed excellent relationships with overseas buyers;

e. Declines in exports in 2008 from Sri Lanka compared to 2007 mirrored declines in production by many other countries over recent years;

f. Despite the relatively small export volumes from Sri Lanka, exports appear to include a good range of species;

g. There are no apparent weaknesses in the quality of the packaging used by Sri Lankan exporters compared to other producer countries;

h. Sri Lankan exports can be rather seasonal in nature compared to production from many other countries;

Identification of critical factors facing the value chain and appropriate solutions
xiv. Critical issues facing each link in the value chain were explored during the study, and are prioritized for each link in the value chain with a solution proposed for each issue. These issues and solutions are presented in tabular form below. The main text of this report provides more detailed elaboration on these issues, and also suggests who should bear responsibility for implementing each solution. 
Divers

	Rank 
	Issue 
	Solution 

	1 
	Declining quantities of fish 
	· Co-management and a management plan
· Alternative livelihoods or more focus on fishing in other locations
 

	2 
	Lack of access to finance and dependence on collectors (with selling price implications)
	· Fisher organisational strengthening and savings schemes 

	3 
	Health issues (primarily decompression sickness, and the lack of safety equipment) 
	· Training/awareness (training of trainers)

· Enforcement of safety regulations

· Ensure availability of affordable life vests

	4 
	Fuel price from local suppliers is high 
	· Government run fuel station 

	5 
	Price and quality of other operational & investment costs (tanks, masks, boats, engines, etc) 
	· Group organization for bulk purchases in Colombo

	6 
	Lack of information (scientific, health, etc) 
	· Training and establish a communication mechanism from agencies to communities (e.g. through community radio) 


Collectors

	Rank 
	Issue 
	Solution 

	1 
	Declining quantities of fish 
	· Co-management and a management plan 

	2 
	Cash flow and access to credit to pay for fish & oxygen for tanks 
	· No obvious solution

	3 
	Lack of regulation of Internally Displaced People fishers, and of collectors
	· As for item 1 above 


Processors

	Rank 
	Issue 
	Solution 

	1
	Declining quantities of fish (Kalpitya region)
	· Co-management and a management plan

	2
	Poor processing techniques and post harvest loss (some but not all processors)
	· Develop best practice standard for beche de mer processing
, & related training to ensure a focus on quality not quantity
· Training to ensure availability of skilled labour

	3
	Recent declining prices (for some processors in some markets)
	· As for 2 above
· Sales made through exporters with good networks (e.g. price makers)


	4
	All inputs costs have been increasing and may not decline in proportion to declining market prices
	· No obvious solution to input costs per se, but margins can be protected through improvements in processing standards (see issue 2 above)


Exporters

	Rank 
	Issue 
	Solution 

	1 
	Declining quantities of fish (Kalpitya region) 
	· Co-management and a management plan 

	2 
	Recent declining prices (variable by export market, species, and exporter) 
	· Develop best practice standard for beche de mer processing, & related training.  

· Sell to Asian buyers with more market power 

	3 
	Payment terms for chank
 impacting on cash flow and requiring bank borrowing (21% interest) 
	· Improve payment terms for chank exports through renegotiation with overseas buyers

	4 
	Export markets reluctant to buy some species (due to processing quality and market demand) 
	· As for 2 above 


Implications of the value chain analysis for fisheries management and other project activities

xv. This study generated a wide range of findings, many of which have special implications for the fisheries management activities being supported by the NARA Capacity Enhancement Project. Most striking is the finding that the fishery is undoubtedly under severe pressure, and in urgent need of management. As demonstrated, rising prices in recent years have served to protect incomes even while catches have been declining thereby masking the need for action, but the current economic climate in export markets with static or declining prices poses a significant risk to all those operating with the value chain. Encouragingly, all stakeholders interviewed as part of this study appear to recognize the urgent need for action, and appear committed to changes necessary to ensure their long term futures. The findings of this study demonstrate and justify the need for improved management (as being supported by the project) through the quantitative data generated and the assessment of export values, and of overall levels of sales and profits through the value chain. The case for improved management is further strengthened given the significant number of people involved as detailed in this report. 

xvi. Finally, and more broadly, it is hoped that the findings presented in this report have demonstrated the need for economic analysis to inform all fisheries management decision-making. Such analysis can help to identify not just the drivers of unsustainable fishing practices, but also the solutions that may be most appropriate.
1 Introduction and Background
1.1 Background to the project and the work completed

The Project ‘Capacity Enhancement of the National Aquatic Resources Research and Development Agency (NARA) for Marine Resources Surveys and Stock Assessments in Selected Fisheries / Resources in the Coastal Waters of Sri Lanka - GCP/SRL/054/CAN’, is intended to build human capacity in NARA, DFAR and the MFAR, and is being implemented over 2008 and 2009. Project activities are funded by the Canadian International Development Agency (CIDA) executed by FAO and implemented by the Ministry of Fisheries and Aquatic Resources (MFAR). The project design provides for a number of activities related to statistical data collection and management, resource surveys and stock assessment, and fisheries management. Also included in the project design are funds for capacity building of Sri Lankan staff in value chain analysis.

The specific objectives of the work which resulted in this report were to:

· Conduct a technical study into the beche de mer value chain in Sri Lanka;
· Start a process of capacity building of DFAR/NARA/MFAR staff in value chain analysis, as a precursor to studies of other value chains which will be completed by the project e.g. on the lobster value chain, and to
· Foster potential linkages with other aspects of the Capacity Enhancement Project.
Training in value chain analysis by an international consultant
, study planning, and subsequent fieldwork and report writing by the international consultant and Sri Lankan staff from NARA, DFAR and the MFAR on the beche de mer value chain, was completed January to April 2009. The terms of reference for the international consultant are provided in Appendix 1. The methodology used during the study is presented in Section 2. A bibliography is provided in Appendix 2.
1.2 Introduction to value chain analysis

Value chain analysis is not a new concept. It was first described and popularized by Michael Porter in the mid-1980's (Porter, 1985), and forms of analysis with many similarities have been undertaken since then by others
. However, value chain analysis is now becoming increasingly mainstream in development circles. Its increasing prominence as a form of analysis is largely due to the fact that it provides an excellent 'lens' through which we can:

· Focus on distributional issues and pro-poor growth, and on global linkages (in the context of globalization);
· Benchmark changes over time and performance against global competitors;
· Assess the relative importance of factors affecting competitiveness;
· Identify gaps/weaknesses in value chain performance; and
· Identify of the ‘levers’ and targeted action programmes to ‘upgrade’ the value chain.
But what exactly is a value chain, and what is involved in value chain analysis?

A value chain is a sequence of related enterprises (operators) conducting activities (functions) so as to add value to a product from its primary production, through its processing and marketing to the final sale of the product to consumers. The functions of each link in the chain involve sourcing inputs, making/producing, and then delivering/selling product to the next link in the chain.
Best practice value chain analysis is composed of a number of steps, which are both descriptive and analytical in nature. Value chain analysis should first describe the overall market within which the specific value chain operates. In the case of Sri Lankan beche de mer, all Sri Lankan product is exported so a review of the global market is appropriate.  The second descriptive task should be to describe the value chain itself. This involves considering who is involved, and describing the revenues, profits, and unit product values for those involved in the value chain. Analytical steps then involve benchmarking the performance of the value chain, both so as to consider changes over time, and to compare with international competitors. Analysis should also be conducted to assess the critical factors impacting on value-addition through the chain. Finally, these descriptive and analytical steps can be used to recommend solutions to the critical factors, and to specify an implementation to plan to bring about an 'upgrading' of the value chain. These steps are presented schematically in the Figure 1.

Support and action for upgrading the value chain can be achieved both by those within the value chain itself, and by those outside of it.

For businesses in the chain, they can upgrade through any or all of the following:

· Process upgrading: increasing the efficiency of internal processes to reduce costs (e.g. increasing labour efficiency)

· Product upgrading: introducing new products or improving old products (e.g. focusing on higher value species or better processing)

· Function upgrading: increasing value added by changing the mix of activities conducted within the firm (e.g. outsourcing particular activities, or focusing more on marketing/sales rather than on processing)
· Chain upgrading: moving to a new value chain (e.g. a shift of the whole chain to new and/or higher value products)

Upgrading of the value chain can also be supported by governments and other parties external to the value chain. For example, policy, institutions and infrastructure all impact on the ability of businesses in the value chain to source the inputs that they need, to make or engage in their primary activity, and then to sell and deliver their product to their customers.  These impacts may take the form of policy, subsidies, licensing, standards, transport infrastructure and costs, property rights, enforcement of regulations, government charges/rent collection, and other impacts on factor costs (e.g. labour, capital, land, utilities).
Figure 1: The steps involved in value chain analysis

[image: image3]
Source: Macfadyen, 2009
1.3 Structure of this report
The structure of this report is based on the main steps in completing a value chain analysis as outlined above. Thus following a short description of the study methodology in Section 2, Sections 3 and 4 describe the global market for beche de mer and map the value chain in Sri Lanka.

Section 5 benchmarks the value chain, and highlights some significant changes/risks currently threatening the value chain, as well as providing some comment on Sri Lanka's competitive position in the global market.

Section 6 lists and considers the critical factors separately for each link in the value chain. It also presents comment on a number of issues considered by the study team but which were found not to be of great importance.

Section 7 then provides some recommendations on solutions to these critical factors, which if implemented would help to upgrade the value chain. This section also considers who should be involved in each solution/action, and their relative importance/urgency of the various solutions proposed.

Finally, section 8 considers a number of important implications of the study findings for other activities being completed by the project, particularly with regard to the establishment of improved fisheries management for beche de mer in the North West region.

2 Study methodology and sample frame
As noted above, the focus of this work and the intended outputs are not just to produce a technical report on the beche de mer value chain, but also to support capacity development of government staff in value chain analysis. So as to prove useful for other value chain studies to be completed in the future (by this project and potentially by others), this section (and the related Appendices) documents the methodology used to complete the study and the steps involved. The methodology proved to be successful, and along with the instructions and research tools contained in the Appendices, could be used as the basis for completing other value chain studies.
The methodology and steps completed by the study team are best described by a list of chronological tasks as follows.

1. Introductory presentations and a workshop on value chain analysis by the  international consultant;
2. Team building and study planning workshop (to discuss research tools, timing and responsibilities for different activities, the areas/scope of the study, project management, a draft report structure);
3. Instruction and discussion on fieldwork approaches (see Appendix 3 and Appendix 4);

4. Drafting of study questionnaire
5. Piloting of questionnaires and initial data collection (with different links in chain in the Kalpitya region);
6. Minor modifications to the questionnaires based on the piloting (see Appendix 5), and translation into Sinhala;
7. Background research on international marketing issues (see Appendix 2);
8. Main field work phase and implementation of questionnaires and completion of focus group discussions;
9. Data cleaning;
10. Data entry and analysis;
11. Feedback on preliminary findings to government and the private sector; and
12. Report writing
The following table shows the number of interviews completed and people consulted during the study. Due to issues of seasonality and logistics, as well as the focus of other project activities in the NW region, it was decided during the study planning workshop to undertake field work in the Kalpitya region with divers, collectors, and processors/exporters, and with the main Sri Lankan exporter in Colombo. It was also agreed that while overseas buyers would be interviewed to obtain their views on Sri Lankan exports, the analysis of costs and earnings and critical factors at each link the value chain would focus on the Sri Lankan value chain only i.e. those involved with the initial production of beche de mer through to its export.
Interviews have been used to generate information, data, and stakeholder views to enable the study team to:

· Map the value chain and to construct costs & earnings models for each link the chain (to include key variables such as sales revenues, operational / variable costs, operational profits, fixed costs, net profits);
· Benchmark the value chain;
· Assess the critical factors within and outside of each link in the chain affecting their inputs, activity/production, and sales/marketing; and
· Identify potential solutions to the critical factors, and suggest and allocation of responsibilities for implementing these solutions.
Table 1: Beche de mer value chain analysis sample frame

	Link in supply chain
	Location
	Number consulted during study
	Total operating in Kalpitya, or buying from Kalpitya region

	Diver/boat owners
(questionnaires)
	Kudawa / Kandakuliya
Kalpitiya Town
	16
5
	~250

	Diver non-boat owners
(focus groups)
	Sinnapardu
Kudawa
	7
6
	~650

	Collectors (questionnaires)
	Kudawa
	2
	9

	Processors (questionnaires)
	Kalpitya
	1
	6

	Processor/exporters

(questionnaires)
	Puttalam
Colombo
	1
1
	2

	Asian buyers
(structured interview)
	Singapore
Malaysia
Hong Kong
Taiwan
	1
1
1
1
	Not known


3 Overview of global beche de mer market

There are more than 50 species sea cucumbers (Echinodermata: Holothuroidea) exploited commercially throughout the world. However, as noted in a recent FAO Technical Paper (Toral-Granda et al., 2008) little is known of the ecology, biology and population status of most commercial species, and in many cases species are being commercialized without a clear taxonomic identification. Information on catches is also scarce as fisheries operate over large scales in often remote locations. Export and import statistics of bêche-de-mer are in many cases the only information available to quantify the magnitude of fisheries catches. This is problematic and results in global production data that are rather unreliable because of a) a lack of disaggregation of trade data into all the various species involved, and b) difficulties in accurately converting dried traded weights into live weight equivalents, with differences in conversion factors necessary (but not always used) for different species.

Toral-Granda et al (2008) note that cold water sea cucumber fisheries tend to be single-species in nature, while tropical fisheries are almost all multi-species in nature. The Asian/Pacific region is thought to have the highest catches (20-40,000 tonnes/yr) and species diversity, and catches in the Indian Ocean are reported as 2-2,500 tonnes/yr. With the exception of some stocks in the temperate areas of the northern hemisphere, sea cucumber stocks are under intense fishing throughout the world. High value species in particular are over-exploited in almost all regions of the world due to levels of illegal, unreported and unregulated fishing. The authors suggest that 'The lack of capacity to gather the basic information needed for management plans, weak enforcement, the high demand from international markets and the pressure exerted from resource-dependent communities figure high as important factors responsible for the critical status of sea cucumber fisheries worldwide.' They also note that very few countries have specific management plans in place for beche de mer (Papua New Guinea and Seychelles are notable exceptions).

Perhaps partly in response to overfishing and declining catches, and spurred on by high international prices, aquaculture, sea ranching and restocking have been attempted in a number of countries (e.g. Australia, China
, Kiribati, Philippines, Viet Nam and Madagascar).

With respect to demand, China and the China Hong Kong Special Administrative Region (SAR) is the single most important market globally. Exports from producing countries may be destined for wholesale traders in other Asian countries (e.g. Singapore, Malaysia) to supply local demand, but an unknown proportion of these purchases to wholesale agents may also be sold on to the Chinese market.
Almost all sea cucumbers are exported in whole dry form for the edible beche-de-mer market (following evisceration, boiling, salting and drying), before being re-processed and re-hydrated in Asia for consumption in local markets. However small niche markets also exist in the pharmaceutical and cosmetic industries.
The following table provides some recent market prices and demonstrates that prices vary hugely between different species from around $10-200+/kg.
Table 2: Current market prices for beche de mer
	Species
	Product form and grading
	Indicative price in US$/kg
	Price reference and market area
	Origin

	White teatfish
	Skin-on (3-5 pc/kg)
	65.00
	CFR Asian Ports
	South Pacific

	
	Skin-off (4-8 pc/kg)
	75.00
	
	Indian Ocean

	Black teatfish
	4-8 pc/kg
	49.00
	
	South Pacific

	Sandfish
	10-30 pc/kg
	200.00
	Wholesale, Singapore
	Australia

	
	10-20 pc/kg
	130.00
	
	South Pacific

	
	21-45 pc/kg
	110.00
	
	Indonesia

	
	45-75 pc/kg
	60.00
	
	

	Prickly fish
	4-10 pc/kg
	30.00
	CFR Asian Ports
	Indonesia

	Brown sandfish
	15-50 pc/kg
	25.00
	
	

	Tigerfish
	20-50 pc/kg
	25.00
	
	

	Stonefish
	25-55 pc/kg
	60.00
	Wholesale, Singapore
	South Pacific


Source: INFOFISH Trade News, No.1/2009
Species can be broadly characterized as high value, medium value, medium-low value, and low value, as per Table 3.
Table 3: Characterization of sea cumber species by price
	High Value
	Medium Value
	Low/Medium Value
	Low Value

	Sandfish
	Stonefish (gal)
	Red sand fish (disco)
	Brown sandfish

	Black teatfish (pan)
	Curry fish (poon)
	Yellow surf fish
	Lollyfish (nari)

	 
	White teatfish (pan)
	Pricklyfish (annasi)
	Pinkfish (rathu)

	 
	Greenfish (dambala)
	 
	Amberfish

	 
	Blackfish (nool)
	 
	Tigerfish


Source: Infofish and Sri Lankan exporter records

Notes: Local Sri Lankan names provided in brackets

4 Mapping the value chain
4.1 Introduction and overview
The value-chain for beche de mer is composed of four main stakeholder groups. A schematic is provided in Figure 2, with subsequent text providing more detailed and explanatory information. An important aspect of the beche de mer value chain is that the same actors are also engaged in fishing, processing and selling chank (Turbinella pyrum). Typically for all actors in the chain, beche de mer and chank make roughly equal contributions to total incomes/sales. This study focuses solely on the beche de mer value chain.
Figure 2: The Kalpitya beche de mer value chain

[image: image4]
Due to prevailing weather conditions, the beche de mer fishing season in the NW of Sri Lanka takes place from September/October to April/May. During other months of the year fishing for beche de mer takes place in more northerly and easterly regions (e.g. Jaffna, Trincomolee, and Mannar), with processors and processor/exporters buying product from these regions for processing and export. The Kalpitya region accounts for about 40% of total Sri Lankan production of beche de mer, and all the main processors and exporters in the country are thought to be based either in the NW of the country or in Colombo.
There have been significant changes in the structure of the value-chain in recent months. A number of processors who used to export their own product to buyers in Asia are now unable to do so as prices in export markets have come under pressure with the global economic recession, and their activities are now restricted to processing only. The reasons for this appear to be that for the companies concerned:

· Relatively small export volumes meant that they were more 'price takers' than 'price makers' compared to some other exporters;

· Relationships with overseas were not as established as for some other exporters; and

· Sales by these companies were made to overseas buyers who may have had relatively little influence in export markets, and who were themselves more 'price takers' than 'price makers'.

The result has been that the only two companies remain engaged in the export business. These companies can now offer better purchase prices than some overseas buyers, in part because they understand overseas markets better than other companies and can re-grade and process according to buyer requirements. Some local processors are therefore now focusing exclusively on processing and are selling their product to two companies that remain involved with exporting. There are now 6 companies just processing (5 of which also used to export), and 2 companies processing/exporting.

4.2 Divers

While in some other areas of the country beche de mer is fished by 'skin divers', in the Kalpitya region divers use diving equipment to fish for beche de mer, as shown in Figure 3. Typically fishermen make around 113 trips per season, with trips of around 6 hours taking place during the day or at night, and with catches for each trip comprising both beche de mer and chank.
It is estimated that in the Kalpitya region there are around 250 FRP boats (~5-6 m in length) operating with 15-25hp outboard engines. Boat owners employ a boatman to operate and remain with the boat while they are diving, and may also employ additional divers. Thus total numbers of divers in the area are estimated at around 650 (Jayakody, 2009).
Divers experience virtually no post harvest losses, and generally only have product in their possession while at sea, selling all their catch immediately on landing to collectors. Women are not involved in diving activities.
An annual costs and earnings model for a typical diver is provided in Table 4. The table shows the high proportion of total operating and investment costs comprised of fuel and engines respectively, and relatively high margins. These margins are necessary for divers given that many of them only operate for 6 months of the year. Total profits in Rupees must be seen in the context of other revenues and profits made from sales of chank.
Table 4: Costs and earnings model - diver

[image: image5.emf]Summary analysis: Diver Results

Operational information

BDM catch val/trip Rs

8,088           

Total catch val/trip Rs (BDM and chank)

15,202         

No. trips/yr

113              

BDM as % total sales

55%

Pieces of BDM per season 7,765           

Average price per piece of BDM 88                

BDM pieces/trip 80

Boat investment cost 130,714       

Engine investment cost 229,524       

Other (fins, masks, suits etc) 71,957         

Average employment during season per boat 2.7

Sales revenues/yr Rs

Value BDM 679,623       

Value/kg (live weight) 244              

Operational costs/yr (BDM+chank) Rs

Operational costs 834,179       

Fuel as % of op costs 52%

Cylinders as % of op costs 18%

Boatman as % of op costs 22%

Battery as % of op costs 3%

Other as % of op costs 5%

Operational profits Rs

Operational profits on BDM catch (with op costs 

shared with chank)

262,534       

Operational profit as % of sales on BDM catches 

(with op costs shared equally with Chank)

38.6%

Fixed/investment costs (BDM+chank)

Annual depreciation

75,698         

Boat as % of invest costs

30%

Engine as % of invest costs

54%

Other as % of invest costs

16%

Net profit

Net profits on BDM catch with op + invest costs 

shared with chank

224,684       

Net profit as % of sales on BDM catches (with op 

+ investment costs shared equally with Chank)

33.1%


Figure 3: Diving equipment used for beche de mer fishing
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4.3 Collectors

Collectors buy from particular fishermen based on linkages and relationships established through the provision of both finance and the provision of diving equipment. There are around 9 main collectors in the Kalpitya region, most involving their family members rather than paid employment. A total of around 20 men and 6-8 women are involved in this activity in the region. As with divers, post harvest losses are virtually nil, and all product is sold within a few hours to processors. Processors organize transport, and so operating costs for collectors are limited almost exclusively to the purchase of fish. The activities of the collectors are thus fairly simple in nature, just buying fish from divers, and storing/holding it for a few hours before onward sale to processors.
An annual costs and earnings model for a typical collector is provided in Table 5. It should be noted that many collectors are also involved in the sale of oxygen to divers, and these sales may contribute a considerable proportion of total incomes. The model below is related solely to the collection and sale of beche de mer.

Table 5: Annual costs and earnings model - collector

[image: image8.emf]Summary analysis: Collector Results

Sales revenues/yr Rs

pieces 73,250         

liveweight kg 34,112         

sales revenue Rs 9,112,500    

average price/kg Rs 267              

Operational costs Rs

Fish purchases 8,511,075    

Operational profit Rs

Operational profit 601,425       

Operating margin 6.6%

Operating profit/kg 17.6

Operating profit/pc 8.2

Investment costs Rs

annual depreciation buildings, storage facilities 17,375         

Net profit Rs

net profit on BDM sales 584,050       

net margin on BDM sales 6.4%


4.4 Processors

Processors purchase fish from collectors and then engage in a number of steps involved in the processing of beche de mer. These steps are reported in Jayakody (2009) so are not repeated in detail here, but involve:

· Cleaning and grading;

· Evisceration;

· Boiling (first time);

· Salting;

· Boiling (second time); and 

· Drying.
Figure 4: Processing of beche de mer (boiling)
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Figure 5: Processing of beche de mer (drying)
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The steps involved in processing typically take several days, and processors generally have fish in their possession for around 7 days before sale to exporters. 
Processors report post harvest losses of around 5-10% on the fish they purchase due to spoiling and damage to product during the processing steps.
Preliminary analysis of live fish lengths and weights compared to dried weight equivalents collected by the project, reveals that conversion factors for different species vary considerably. For some species dried weights may be as little as 3% of live weights, while for others the figure may be as high as 13%.  For all principle species processed in Sri Lanka, an average of 9% is estimated (note that the project will be analyzing the data collected more fully in the coming months). 

The pressures on processing companies described in Section 4.1 are reflected in relatively small margins as detailed in the following table.

Table 6: Annual costs and earnings model - processor

[image: image13.emf]Summary analysis: Processor Results

Operational information

Wastage from spoiling 3.0%

Wastage from damage 6.0%

Time in possession 7 days

Employees

Men FT 5

Men PT 4

% of earnings from BDM

46%

Sales revenues/yr Rs

Total kgs

30,563

Sales price/kg

5,806

Total sales

155,317,500

Operational costs Rs

% of total total

Fish

80.2% 121,207,263

transport

1.0% 1,511,313

wood

2.0% 3,022,625

Salt

2.0% 3,022,625

Labour

8.0% 12,090,500

Other

6.8% 10,276,925

Total

151,131,250

Operational profit Rs

Operational profit

4,186,250

Operational profit/kg

137

Profit margin

2.7%

Investment costs Rs

cost lifespan dep cost/yr

Buildings and land

1,705,000 13 120,500

Vehicles

1,400,000 9 152,500

Boiling instruments

35,000 1 35,000

Mats

5,000 1 5,000

Total

3,145,000 0 313,000

Net profit Rs

Net profit

3,873,250

Net profit margin

2.5%


4.5 Exporters
As noted above, there are currently just two companies exporting beche de mer from Sri Lanka. These companies process as well as export product, with processing activities involving either just improved grading, or re-boiling to reduce salt content and improve quality. Weight losses from re-processing are estimated to be in the order of 2-5% of total purchases. 

Product may be held for varying lengths of time, up to as much as three months, depending on orders, quantities in stock, and fluctuating market prices.

Exports of dried sea cucumber from Sri Lanka have been declining in recent years as shown by the yearly export figures and regression trend line in Figure 6, despite increasing quantities of fish imported for re-export (34% of total exports in 2008). Imports are sourced primarily from the Maldives (around 85% of yearly quantities), with additional product sourced from Nigeria (around 10%), and other countries including Somalia and the United Arab Emirates. 

Figure 6: Sri Lankan exports and imports of beche de mer 2004 to 2008 (tonnes)
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Source: MFAR

From these export volumes, Hong Kong typically accounts for around 40% of the total, Singapore 30%, Taiwan 20%, and Malaysia 10%, with very small amounts to other countries.

In terms of their contribution to total yearly volumes, the table below provides an approximation of the proportion of total exports in 2008 made up of different species.

Table 7: Exports from Sri Lanka by species contribution, 2008

	English / scientific name
	Local name
	Approximate % of total yearly sales volume

	Sandfish (Holothuria scabra
	Sandfish
	25%

	Red sandfish (Holothuria spinifera)
	Disco
	15%

	Blackfish (Actinopyya miliaris)
	Nool atta
	13%

	Curryfish (Stichopus Vareigatus)
	Poon atta
	12%

	Lollyfish (Holothuria atra)
	Nari atta
	10%

	Black teat (Microthele nobilis)
	Pan atta
	6%

	Greenfish (Stichopus Chiaronatus)
	Dambala
	5%

	Yellow surf fish

Red surf fish (Actinopyya mauritiana)

Stonefish (Actinapyya lecanora)

White teat (Microthele fuscogilva)

Pricklyfish (Thelenota ananas)
	Yellow surf fish

Red surf fish

Gal atta

Pan atta

Annasi
	14%


Source: Export data

Table 8 provides information on costs and earnings for the export sector as a whole, and like collectors and processors, fish purchases represent the major share of input costs.
Table 8: Annual costs and earnings model - export sector

[image: image15.emf]Summary analysis: Export sector

Operational information

Exchange rate Rs:1$ 117

Weight loss from drying on imports 

for re-export

5%

Weight loss on local product

2%

% of product air frieghted

50%

% of product sea freighted

50%

Export sales % value

  Singapore 30%

  Hongkong/China 39%

  Malaysia 11%

  Taiwan 18%

  Other 2%

Imports for re-exports % of value

  Male 85% 54,647                 

  Nigeria 10% 6,429                   

  Other (UAE, Somalia) 5% 3,215                   

  Total 64,290                 

% of SL product from Kalpitya 40%

Species composition of sales values

40% BDM 50% Chank

10% Shark 

fins/other

average price/kg 7,391                  

Sales revenues/yr Rs

total kgs total sales

Total 179,460               1,326,397,833     

Re-exports 61,076                

Sri Lankan caught product 118,385              

NW product 47,354                

Operational costs/yr Rs

unti costs/kg total % of total

Air freight 146                      13,123,013           1.1%

Sea freight 2                          209,968                0.0%

Labour 9                          1,679,746             0.1%

Finance costs 74                        13,333,333           1.1%

Cash advances to sector 163                      29,250,000           2.4%

Fish purchases 6,530                   1,171,873,800      94.6%

Packing materials 2                          419,936                0.0%

Other 50                        8,973,000             0.7%

Total 6,978                   1,238,862,796      100.0%

Operational profits Rs

Operational profit

87,535,037         

Operational profit/kg

488

Profit margin

6.6%

Investment costs Rs

Vehicles, land, buildings

66,666,667         

Annual depreciation

4,444,444           

Net profit Rs

Net profit

83,090,593         

Net profit/kg

463                     

Net profit margin

6.3%


4.6 Summary data

Mapping the value chain and constructing costs and earnings models for each link in the value chain as presented above, allows for comparison across the various links in the value chain, as presented in the three tables below. 

Table 9 shows how the average price of product (dried weight equivalent) increases as beche de mer moves through the supply chain and value is added. It shows that for every dried kg of exported product, total sales revenues when adding sales at each link within the Sri Lankan value chain are Rs. 18,873. The small increase in price between divers and collectors can be expected given that collectors are adding little value to the product through any transformation, and rather just provide a necessary function/service in linking divers with processors. Likewise the jump in sales value per kg between the collectors and the processors can be expected given that processors are engaged in product transformation so as to add value. Differences between values per kg for processors and exporters reflect the re-processing conducted by exporters, and the considerable time and effort (and therefore costs) involved in establishing and maintaining export markets. The table also shows the contribution of each link in the supply chain to the final export value, and the sales values at each level as a proportion of all sales values per kg added up.
Table 10 and Table 11 show the operational and net profit per kg (of dried weight equivalent) respectively for each link in the value chain. These two tables also show the operational and net rates of return on sales values for each link in the value chain.
Table 9: Gross output values
	Gross output values
	Rs/kg (dried equivalent)
	% of final
	% of total

	divers
	2,708
	37%
	14%

	collectors
	2,968
	40%
	16%

	processors
	5,806
	79%
	31%

	exporters
	7,391
	100%
	39%

	total
	18,873
	 
	100%


Table 10: Operational profits
	Operational profit
	Rs/kg (dried equivalent)
	% of own sales
	% of total

	divers
	50
	38.6%
	6%

	collectors
	196
	6.6%
	23%

	processors
	137
	2.7%
	16%

	exporters
	488
	6.6%
	56%

	total
	870
	 
	100%


Table 11: Net profits
	Net profit
	Rs/kg (dried equivalent)
	% of own sales
	% of total

	divers
	43
	33.1%
	5%

	collectors
	190
	6.4%
	23%

	processors
	127
	2.5%
	15%

	exporters
	463
	6.3%
	56%

	total
	823
	 
	100%


Taken together, and when considering total exports of 180 tonnes from Sri Lanka, some headline/total figures for the beche de mer value-chain in Sri Lanka in 2008 are as follows:

· Export values of Rs.1.3bn / $11 million

· Total gross sales values through chain of Rs.2.7bn / $23 million (i.e. 118 tonnes of locally caught product x the sale value/kg for divers, collectors and processors, plus 180 tonnes x the export sales value/kg)
· Total operating profits of Rs.133mn / $1.14mn (i.e. 118 tonnes of locally caught product x the operational profit/kg for divers, collectors and processors, plus 180 tonnes x the operational profit/kg for exporters)
· Total net profits Rs. 126mn / $1.07mn (i.e. 118 tonnes of locally caught product x the net profit/kg for divers, collectors and processors, plus 180 tonnes x the net profit/kg for exporters)
These figures are interesting in demonstrating the significant levels of sales and profits made through the exports of beche de mer, in turn providing justification for the management of the sector so as to safeguard profits and livelihoods. As the next sections of this report will explain, the sector as a whole faces a number of considerable threats to the maintenance of these profits and livelihoods.
5 Benchmarking of Sri Lankan beche de mer
As noted earlier in this report, value chain analysis typically conducts 'benchmarking' of the value chain, and compares current performance both in terms of changes over time, and performance with respect to other competitors.
5.1 Changes over time

Field work conducted during the study reveal two very significant changes that have taken place over recent years. The first relates to very sharp declines in catches and therefore product availability for export. The following bullet points indicate the levels of decline in production over the last couple of years as suggested by different links in the value chain:
· Divers reported 10-50% decreases in most species;
· Collectors reported 40% decreases; and
· Processors reported that volumes are down for almost all species.
In addition, export data show a 13% decline in the volumes of exports between  2007 to 2008. However these export data mask an even greater decline in production of Sri Lankan product due to increases in imported product for re-export between 2007 and 2008. When these imports are taken into account, exports of Sri Lankan caught product fell by 27% when comparing 2007 with 2008. These export figures can be taken as the most quantitatively reliable estimate of declines between 2007 and 2008.
Concern over stock status is further suggested by preliminary analysis of length/weight data for different species collected by the project. When comparing the average size (length & weight) of individual fish caught in 2009 and recorded by the project with average sizes in 2003 (as reported in Jayakody (2009)), significant declines are evident.
The other main change that has taken place in recent years relates to prices. All links in the value chain reported rising prices for most species over the past few years, until prices started to stabilize or decline over last 6 months due to the global economic recession.
These price changes are significant because the rises in recent years have served to maintain profits and incomes within the value chain while fish stocks have been under severe pressure, thereby exacerbating over-exploitation of the resource. It is very likely that if prices remain depressed during 2009 and into 2010, the value chain will experience a period of extreme pressure on profits, with resulting negative impacts for all those involved in the exploitation and trade in sea cucumber.

5.2 Competitive position compared to other countries
No detailed information has been identified on costs and earnings in beche de mer value chains for other producing countries, and this unfortunately precludes any detailed comparison of costs (e.g. different factor costs such as fuel, fish purchases, etc) and profits between the value chain in Sri Lanka and in other countries. However, discussions held with both Sri Lankan exporters and with a number of buyers in Asian markets have allowed for some general findings. These findings suggest that:

· Sri Lankan product generally has a very high reputation in Asian markets for its quality. This reputation is based on improvements in product that have resulted from increased levels of communication and enhanced relationships with buyers in Asia. One buyer interviewed for example commented how much quality has improved over the last 6 years;

· However, the export of high quality product is not universal to all exporters. As noted earlier in Section 4.1, some exporters have historically exported product of a less than ideal quality, and coupled with weaker relationships by such exporters with their overseas buyers, has resulted in larger decreases in prices compared to those exporters focusing on quality;
· Sri Lankan exports (180 tonnes per year) are very small compared to the exports of many other countries. For example, Solomon Islands, Mauritius, Maldives, Philippines, and Papua New Guinea are reported to be exporting around 50 tonnes every month to the Chinese market alone. These small quantities may help to maintain a certain ' cache' to Sri Lankan product, but are nevertheless problematic for most buyers in Asia who are wholesale businesses requiring significant volumes of product due to small margins;
· The few companies remaining in the export business in Sri Lanka appear to have developed excellent relationships with overseas buyers. One Asian buyer for example commented that he used to buy product from the Maldives, but now buys Maldivian product through Sri Lankan exporters due to the reliability in doing business;

· Declines in exports in 2008 from Sri Lanka compared to 2007 mirrored declines in production by many other countries over recent years (reflecting over exploitation discussed in Section 3);
· Despite the relatively small export volumes from Sri Lanka, these exports appear to include a good range of species;
· There are no apparent weaknesses in the quality of the packaging used by Sri Lankan exporters compared to other producer countries;

· Sri Lankan exports can be rather seasonal in nature;
Further elaboration on these issues is presented in Figure 7. The figure shows a range of potentially important requirements for buyers in overseas markets, and then for each of these requirements:
· The perception of Sri Lankan exporters as to the importance of the issue for the overseas buyer (on a scale of 1-5, with 5 being very important);

· The perceptions of Sri Lankan exporters as to their performance;

· The actual importance of each issue to overseas buyers, and

· The actual performance of Sri Lankan exporters as indicated by overseas buyers.

Figure 7: Buyer requirements and the performance of Sri Lankan product
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Source: Interviews with exporters and buyers

The data displayed in the Figure should be treated with caution given the small sample sizes for both exporters and buyers, and the admittedly subjective views of those being interviewed. Nevertheless, comparison of the differences in the scores between the four data points on the scale of 1-5 for each potentially important issue reveals some interesting findings:

· All four data points are broadly aligned with respect to the quality of product, the size of fish, the range of species, and the packaging, indicating that Sri Lankan exporters have a good understanding of the requirements of overseas buyers and are meeting these requirements;
· With respect to price, exporters are aware that price is a key issue for buyers in overseas markets, but both exporters and buyers acknowledge that the price for Sri Lankan product is not always that competitive compared to other countries (due to the high quality product being exported). This also indicates that to a certain extent Sri Lankan exporters are price makers rather than price takers;

· Exporters do not consider reliability of supply (i.e. fluctuations in monthly availability of product) to be that important and they rate their own performance as 3.5 on the scale of 1-5. However, a reliable supply is found to be rather important as far as buyers are concerned, and they perceive Sri Lankan performance as rather weak due to fluctuations in supply between months; and
· Exporters do not view quantities of supply as being that important to overseas buyers, however for buyers themselves accessing product is very important due to the scale of wholesale margins being made (requiring large volumes to generate overall profits), and as already noted, Sri Lankan exports are very small compared to many other countries.

6 Analysis of potentially critical factors
Through the interviews and data collected during this study, a number of critical issues have been identified for each link of the value chain. This section provides some description of these issues (along with others considered during interviews but which were not found to be of special importance), before Section 7 goes on to propose some solutions. In considering the potentially critical issues, discussion was held with stakeholders separately on issues related to a) inputs to their business activity b) undertaking the main production or activity of the business itself, and then b) selling and delivering product to the next link in the value chain. In addition, for divers a ‘livelihoods approach’ was used to discuss issues related to resources/assets (e.g. human, natural, social, physical, and financial) and related vulnerabilities.
6.1 Divers

Human resources/assets (e.g. skills, knowledge, training, satisfaction)
Divers generally feel positive and enthusiastic about diving for a living. They only have to be away for around 5-6 hours a day (5 dives each of around ½ hour to use one tank, plus travel time to fishing grounds) and the rest of the time they can spend with their families. However there are significant health risks associated with decompression sickness (the bends). Some divers know well how to reduce the risks, but not all are well educated or take as much care as they should do.

Divers generally have the knowledge/skills to assess whether fish are ‘mature’ or not mature (a critical factor for processors who cannot sell immature specimens) by touching them, and they know well which species are the most valuable. They also have the skills necessary to fish at night, and around 50% of fishing activity takes place at night. However, many report a desire to know more about fisheries biology and any other relevant information to help them ensure that their work is sustainable.

Divers do not generally report any special problems in relation to national security issues; they are often checked by navy patrols for their passes, but there are no significant associated problems.

Some divers have not received any training in relation to their work (having been trained by their elder brothers or friends), although many have received some diving training from diving experts. 

Natural resources/assets (e.g. seasonality, stock status)
The fishery is seasonal in the Kalpitya region, and from May onwards some divers work as a group and move to the east coast (Kirinda, Hambantota, Baticaloa, Kalmunai etc) to dive for sea cucumber there.

The availability/catches of beche de mer in the area has reportedly fallen by around 25% in the last three years, although chank catches are thought to be more sustainable. This is because chank are reported to reproduce in deepwater (outside the range of the divers) and then migrate up to the reef area, providing a form of natural protection for much of the stock.
Divers have concerns over whether they will be able to continue diving in the future, or whether government will  impose restrictions on diving for sea cucumber.

Social resource/assets (e.g. social organisations, relationships)
There is generally a strong sense of social cohesion between the divers; they share information and support each other, especially with regards to the health issues from diving. They are also a number of local divers associations in the Kalpitya area. When divers move to other areas to dive (see above on natural resources), one person takes responsibility for organizing the expedition and they make the expedition as a group.

Relationships between divers without boats and boat owners who rent boats/engines are generally good; divers tend to always rent from the same boat owner to establish a relationship, and the benefit is that sometimes the boat owner may reduce the cost of the boatman. Relationships with collectors are also generally reported to be good.
Physical resources/assets (e.g. physical items need to fish)
For divers who don’t own boats, boat owners rent/supply oxygen for the diving tanks, boats, engines and fuel, and a boatman, while the divers themselves supply their own tanks masks, regulators, wetsuits, weight belts, and fins; some divers also have GPS. For boat-owner divers, their primary inputs relate to fuel, diving equipment, and the hire of the boatman to manage the boat while they are diving. 

These physical inputs are all available, but in Kalpitya the diving equipment is often not very good quality and are more expensive than in Colombo. Divers report that all input and investment costs have been rising in recent years. Fuel inputs (the single most important fishing cost) are also reported to be Rs.0.15/kg above the price at government run fuel stations.
None of the divers interviewed reported having any safety equipment on board (in compliance with national regulations). Most carry mobile phones which could be used in the event of emergency, but fishermen are often out of range while at sea.

Transporting product to fish collectors is not reported to be a problem for divers, as collectors purchase fish at the point of landing.

Financial resources/assets (e.g. incomes, savings, credit)
Incomes have not been falling in recent years, because although catch volumes have declined and fuel prices have increased, sales prices have also increased. Income is strongly determined by the experience/skill of the particular diver, and diving is generally reported to be the sole income with sea cucumber and chank representing roughly equal contributions to total incomes. 

Some divers have savings in the bank, and incomes may be jointly managed by men and women in the household. However, there is generally no formal source of credit available for divers, and interest rates for informal sources of credit are high. This lack of finance means that divers are strongly tied to selling to collectors who help finance their diving operations and sell oxygen for the diving tanks, with potentially significant implications for selling prices of fish by divers to collectors.
Vulnerability (risks of declining livelihoods, incomes etc)
Divers do not report concerns about declining incomes, although recent pressure on prices coupled with declining catch rates suggest that divers may be at severe risk of reduced incomes in coming years unless effective management is put in place. Other concerns/risks, based on the discussion above relate to a) poor health from decompression sickness b) a dependence on export markets, and c) risks of engine breakdown while at sea and resulting safety implications.
6.2 Collectors

Collectors report a number of critical issues impacting on their activities.
Firstly and perhaps most importantly are the declining volumes of fish being caught over recent years, and therefore available as an input to their businesses. While incomes have been largely maintained due to increasing prices, collectors are aware that recent pressure on prices poses significant problems for current/future earnings, unless the fishery can be better managed and stocks re-built.

This problem is exacerbated by (but is certainly not only the result of) a second issue; unregulated activity in the area. There are reported to be an increased numbers of fishers in the area, many of whom are internally displaced people (IDPs) due to the ongoing war in the country. These IDPs are reported to be financially supported by NGOs and government, thus meaning that they don’t need to be financially viable on the basis of the fishing activity alone. While there may be legitimate reasons for supporting IDPs, this support is effectively a subsidy that is contributing to overfishing in the area. At the same time, a lack of regulation of buyers means that that some fishermen sell to collectors/processors that are not actually licensed to purchase fish, thus impacting on the supply of product to ‘legitimate’ collectors/buyers.

Collectors also face problems with access to finance, which results in periodic cash flow problems and an inability to move into any processing activities. This means that they are not able to keep stock and must sell it quickly, therefore reducing their bargaining position with processors. Cash flow problems also periodically impact on the ability of collectors to supply oxygen to the divers for their tanks.
Relationships with processing companies are generally reported to be good however, and there are few problems with regards to sale and delivery of product as processors come with their own transport to buy product from collectors.
6.3 Processors

Like collectors, processors report declining volumes of fish being caught over recent years and therefore less fish being available as an input to their businesses. They also note that while incomes have been largely maintained due to increasing prices in export markets, recent pressure on prices poses significant problems for current/future earnings unless the fishery can be better managed.

A second and very important issue is the one referred to earlier in Section 4.1 i.e. the rationalization of the export sector, with many processors now being restricted to processing only rather than undertaking a mix of processing and exporting activities. The changes, as noted, are based not just on different strengths in the relationships by different processors with overseas buyers, but also on the quality of product being exported (which of course may in turn impact on buyer relationships). Overseas buyers need to be sure that they are going to receive processed product of a consistently high and uniform standard, and that has certainly not always been the case with regards to Sri Lankan processed product. Maintaining standardized and improved processing methods would serve to reduce losses during processing and result in higher sales prices.
Processors report that all input costs (e.g. fish, wood, transport, salt, labour) have been increasing in recent years. These increases may not have been that critical while sales prices were also increasing. However, with recent stabilization of prices in export markets due to the economic crisis, it remains to be seen whether the prices of inputs for processors will also stabilize or decrease. If they do not, then margins will be further squeezed unless additional value-added can be assured through improvements in processing practices.
6.4 Exporters
As would be expected, concerns about fish supply and stock status suggested by all other links in the value chain are also of critical importance to exporters, especially in light of recent pressure on overseas prices. Given that exporters are also processors, the critical issues discussed above in terms of processing quality also apply to exporters. If Sri Lanka wishes to main profits through the value chain and to continue to export all of its production, then processing quality must be ensured. This applies not just to high value species, but also to low value species such as lollyfish, because a sufficient focus on quality of such low value species is essential to ensure that margins are sufficient for all those in the value chain and that the risks of product rejection or low prices are minimized.

Another critical issue for beche de mer exporters relates to payment terms for chank. While payment for beche de mer is received almost immediately from overseas buyers, payment for chank involving the same exporters but different overseas buyers and payment terms, may take several months. This ties up capital and can result in cash flow problems for exporters, requiring them to borrow money from the banks to cover purchases of sea cucumber and beche de mer, as well as to fund any investment costs. Given bank lending rates of 21%, interest rate charges may be a significant cost to operations.

While divers generally felt that the national security was not a major hindrance to their operations, it should also be noted that certain sea areas have been closed to fishing until very recently, with fishing only permitted during daylight hours. This means that some of the traditional migration patterns of small-scale fishermen (who could potentially be providing sea cucumber to exporters via collectors and processors) may have been disrupted, and small inshore vessels have not been able to base themselves out of different ports at different times of year so as to maximise catches; and
The overall ability to do business in the Sri Lanka fisheries sector is also challenged by the overall conditions of doing business in the country as a whole. The conditions may be of more relevance to exporters than to other links in the value chain because they are more formalised businesses than divers and collectors. Recent World Bank data suggest that out of 178 economies for which data are available, Sri Lanka does not rank especially highly at 101st out of 178 in terms of the ‘ease of doing business’ (Table 12).
Table 12: “Ease of doing business” in Sri Lanka

	Ease of…
	Doing Business 2008 rank

	Doing Business
	101

	Starting a Business
	29

	Dealing with Licenses
	160

	Employing Workers
	111

	Registering Property
	134

	Getting Credit
	97

	Protecting Investors
	64

	Paying Taxes
	158

	Trading Across Borders
	60

	Enforcing Contracts
	133

	Closing a Business
	39


Source: www.doingbusiness.org
Other factors discussed with stakeholders but found not be of any great significance included:
· Charges on the re-export of imported products, as exporters have special duty exemption meaning they do not have to pay import duty on beche de mer imported for re-processing, grading and subsequent export. Potential government charges imposed on other items are also reported by exporters to be minimal as export duties are not levied, and the cost of export certificates is small; 
· Dealing with customs; and

· The availability of air or sea freight space.
7 Solutions to critical issues
In this section, the critical issues discussed in the previous text are prioritized for each link in the value chain and presented in tabular form. For each critical issue a solution is proposed, with an indication of who should bear responsibility for implementing the solution. An indication is also provided in the right-hand column for each critical issue as to whether it relates to an input to the business (I), the production or principle activity of the link in the value chain itself (P), or the ability of the business to sell or deliver the sea cucumber to the next link in the value chain (S). 
7.1 Divers

	Rank 
	Issue 
	Solution 
	Responsibility 
	Type

	1 
	Declining quantities of fish 
	· Co-management and a management plan
· Alternative livelihoods or more focus on fishing in other locations
 
	Private sector, DFAR, NARA, MFAR
	P 

	2 
	Lack of access to finance and dependence on collectors (with selling price implications)
	· Fisher organisational strengthening and savings schemes 
	Fishers, Government and donors
	S 

	3 
	Health issues (primarily decompression sickness, and the lack of safety equipment) 
	· Training/awareness (training of trainers)

· Enforcement of safety regulations
· Ensure availability of affordable life vests
	Government/ donors 
	P 

	4 
	Fuel price from local suppliers is high 
	· Government run fuel station 
	Government 
	I 

	5 
	Price and quality of other operational & investment costs (tanks, masks, boats, engines, etc) 
	· Group organization for bulk purchases in Colombo
	Fishers 
	I 

	6 
	Lack of information (scientific, health, etc) 
	· Training and establish a communication mechanism from agencies to communities (e.g. through community radio) 
	DFAR, NARA, MFAR
	I 

P 

S 


7.2 Collectors

	Rank 
	Issue 
	Solution 
	Responsibility 
	 Type

	1 
	Declining quantities of fish 
	· Co-management and a management plan 
	Private sector, DFAR, NARA, MFAR
	I 

	2 
	Cash flow issues and access to credit to pay for fish & oxygen for tanks 
	· ? 
	 ? 
	I 

S 

	3 
	Lack of regulation of IDP fishers and collectors/buyers
	· As for item 1 above 
	As for item 1 above 
	S 


7.3 Processors

	Rank 
	Issue 
	Solution 
	Responsibility 
	 Type

	1
	Declining quantities of fish (Kalpitya region)
	· Co-management and a management plan
	Private sector, DFAR, NARA, MFAR
	I

	2
	Poor processing techniques and post harvest loss (some but not all processors)
	· Develop best practice standard for beche de mer processing
, & related training.  
· Focus on quality not quantity
· Training to ensure availability of skilled labour
	Government, private sector
	P
S

I

	3
	Recent declining prices (for some processors in some markets)
	· As above
· Sales made through exporters with good networks (e.g. price makers)

	 Private sector
	S

	4
	All inputs costs have been increasing and may not decline in proportion to declining market prices
	· No obvious solution to input costs per se, but margins can be protected through improvements in processing standards (see issue 2 above)
	As for issue 2.
	I


7.4 Exporters

	Rank 
	Issue 
	Solution 
	Responsibility 
	 Type

	1 
	Declining quantities of fish (Kalpitya region) 
	· Co-management and a management plan 
	Private sector, DFAR, NARA, MFAR 
	I 

	2 
	Recent declining prices (variable by export market, species, and exporter) 
	· Develop best practice standard for beche de mer processing, & related training.  
· Sell to Asian buyers with more market power 
	Private sector, Government 
	S 

	3 
	Payment terms for chank impacting on cash flow and requiring bank borrowing (21% interest) 
	· Improve payment terms for chank exports through renegotiation with overseas buyers
	Private sector 
	I 

	4 
	Export markets reluctant to buy some species (due to processing quality and market demand) 
	· As for 2 above 
	Private sector, Government 
	S 


8 Implications of the value chain analysis for fisheries management and other project activities
This study has generated a wide range of findings, many of which have special implications for the fisheries management activities being supported by the NARA Capacity Enhancement Project. Most striking is the finding that the fishery is undoubtedly under severe pressure, and in urgent need of management. As demonstrated, rising prices in recent years have served to protect incomes even while catches have been declining thereby masking the need for action, but the current economic climate in export markets with static or declining prices poses a significant risk to all those operating with the value chain. Encouragingly, all stakeholders interviewed as part of this study appear to recognize the urgent need for action, and appear committed to changes necessary to ensure their long term futures. 

The findings of this study demonstrate and justify the need for improved management (as being supported by the project) through the quantitative data generated and the assessment of export values of Rs.1.3bn / $11 million, overall levels of sales through the value chain in the country of Rs.2.7bn / $23 million, total operating profits in the value chain of Rs.133mn / $1.14mn, and total net profits in the value chain of Rs. 126mn / $1.07mn. The case for improved management is further strengthened given the significant number of people involved as detailed in this report. Given declining catches of sea cucumber in many other countries of the world with potential impacts in terms of long-term price increases, if improved fisheries management can be achieved in Sri Lanka, there are significant opportunities to improve market share and to increase profits and sustain employment throughout the value chain.
The specific issue of unregulated buying of sea cucumber and the activities of IDPs discussed above also has implications for fisheries management. It suggests that any co-management arrangement, and the specification of a potential management plan for sea cucumber, must specifically address this issue and identify solutions.
This value-chain analysis has also described how the various links in the value chain rely heavily on their incomes for a separate value chain, that of chank. Costs and earnings data for divers revealed that divers require catches of both sea cucumber and chank on each fishing trip if they are to cover their costs and generate profits. This has implications for potential management measures which might be considered as part of a management plan for sea cucumber. For example, if closed seasons are felt to be an appropriate mechanism for rebuilding fish stocks (as well they might be given their relative ease of policing/enforcement compared to many other management measures), it would not be advisable to have consecutive fishing seasons first for a chank and then for sea cucumber (e.g. allowing fishermen to catch chank September to January, and then sea cucumber January to May). Rather, a more sensible approach would be to allow fishermen to fish for both species but only for a limited number of months (e.g. November to March).
Finally, and more broadly, it is hoped that the findings presented in this report have demonstrated the need for economic analysis to inform all fisheries management decision-making. Such analysis can help to identify not just the drivers of unsustainable fishing practices, but also the solutions that may be most appropriate.
Appendix 1: Terms of Reference for International Consultant
Terms of Reference 

PSA

NARA Capacity enhancement Project-GCP/SRL/054/CAN

Activity 3.3.2 Specific economic studies on market/value chain for selected fisheries

Under the technical supervision of FIMF and the direct supervision of the FAO Country Representative for Sri Lanka, and in close cooperation with the Project Implementation Committee, the consultant will provide capacity building and technical assistance to DFAR/NARA. 

The tasks of the Consultant will include the following:

(i) Preparation of training materials on value-chain analysis

(ii) Training and capacity development on value-chain analysis for DFAR/NARA staff.

(iii) In association with DFAR/NARA staff, preparation of appropriate research tools (e.g. questionnaires) to be used during the value-chain/market studies for selected species

(iv) In association with DFAR/NARA staff, agree a methodology for the market/value-chain studies for selected fisheries, and an implementation plan for the required field-based research

(v) On completion of the field-based research activities to be completed by DFAR/NARA staff, capacity development and training for DFAR/NARA staff, and related technical assistance and inputs, on data analysis and report writing for the selected studies. Having jointly undertaken the data analysis with DFAR/NARA, the consultant will agree reporting templates for the study outputs with DFAR/NARA. These templates will then be used by DFAR/NARA staff to prepare draft reports. The consultant will then provide technical comment and editing support so as to finalise these reports.
Specifically, the consultant’s inputs will be structured as follows:

5 days of home office input for preparation of training materials on value-chain analysis, and preparation of draft research tools.

12 days (including travel time) for a first mission to Sri Lanka to provide training on value-chain analysis, finalise research tools and methodologies, and agree an implementation plan for the studies.

14 days (including travel time) for a second mission to Sri Lanka, once the field-based research has been completed by DFAR/NARA, to assist with data analysis and report structuring, and to provide capacity development around these tasks.

4 days of home office time to assist DFAR/NARA with the finalisation of the study outputs, based on drafts prepared by DFAR/NARA.

Reporting: 

1. Back to Office Report on completion of the first mission to Sri Lanka

2. Back to Office Report on completion of the second mission to Sri Lanka

3. Contributions to the final DFAR/NARA reports on market/value-chains for selected species
Duration: 35 days in two phases, as follows:

Phase one (17 days): from 19 January to 4 February 2009 (5 days at home office, 19 to 23 January and 12 days mission to Sri Lanka, 24 January-4 February)

Phase two (18 days): from 14th April to 1st May (12 days mission to Sri Lanka 18 to 29 April, and 6 days home office).  
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Appendix 3: Instructions for questionnaire interviewers

Introduce study by explaining that:

a. Who you are and the fact that you are working on a study looking at beche de mer

b. Study is intended to identify key problems that interviewee may be facing and what solutions might be appropriate, and ways to make sure that Sri Lankan exports can be more competitive with those of other countries

c. We intend to hold a meeting to report back to stakeholders in April on our key findings

d. Highlight the two introductory comments on the questionnaire regarding:

· Confidentiality

· Focus on Kalpitya

Some tips on conducting field work and obtaining the information we need

· Building rapport; don’t start with questionnaire as soon as you sit with them 

· Make sure you have somewhere suitable to sit and discuss that makes the interviewee feel comfortable

· Be aware about their time availability

· Respect their view points and don’t try to confront with your own opinions  

· Try to avoid long discussions which will consume lot of time and deviate from your original objectives 

· Try to be specific with your question to help the interviewee answer clearly 

· You don’t have to follow the questionnaire question by question, but you must get the answers for all questions so it may be easier to do so

· Respect confidentiality, and be alert about who are around and how the interviewee responds in front to others  

· Don’t look at the questionnaire at every time you ask questions, try to remember certain questions and prepare for the next questions while the interviewee is responding so that you can keep the interview flowing – otherwise the interviewee will have to wait when he/she has finished talking while you review the next question,

· If working in a team of more than one, get one person to lead the interview and the other to write the answers (explain to the interviewee that you are going to do that)

· You don’t need to ask the questions exactly as they are in the questionnaire – you may want to cover it in simple talking language

· If they are reluctant to answer certain questions don’t push them too hard. Perhaps you can try them towards the end as you build up more confidence with them

· You may not get direct answers for some of the questions e.g. income/expenses, or average figures over a season, so you may have to think about different approaches. Try to check they have understood the question properly and are giving you a representative figure. For example if you ask how much fish they catch on average every month, when they give you a figure check whether that is what they are catching at the moment, and if so if it varies much between months and is representative.      

Appendix 4: Instructions and questions for focus group discussions with divers who do not own boats

Notes to interviewers.

In addition to the questionnaire instructions, you may find it helpful to remember the following:

· Make sure people are sitting informally around a space, and not in rows

· Try to bring people into the discussion and don’t let individual people dominate. For example if you find that women are not speaking up, then ask them specifically what they feel about the issue being discussed at the time

· If people are generally agreeing with a point made, try to find out if anyone else doesn’t agree and then determine which view is actually most widely held. In your notes try to record whether views were widely supported, or whether you weren’t sure if they were necessary held by everyone.

· It is especially important that the person leading the discussion does not have to write the views being provided by participants – the discussion leader must be able to maintain eye contact with the participants and be able to listen attentively to the answers and ideas being provided

· It is fine to explain that the study/project is trying to listen to people’s problems and concerns, and to identify ways to increase incomes and better people’s lives. But be careful about raising expectations about what we or the government can do to act on any suggestions that might be made about how to solve problems. 

· Try to group discussion into the 6 main areas suggested below, but you may need to be flexible

Areas/topics to be discussed and investigated

Try to have discussion on:

· The current situation and what people feel about how things are at the moment

· Which problems are the most important if a number of problems are suggested

· How things could be improved to solve any problems

· Use the bullet points as a checklist of things to try to discuss

· Explore the reasons why particular views are provided and why people feel the way they do

1. People/human issues

· Do they generally like diving for a living and why? What is good about it, what is bad about it?

· How do other people view diving as an occupation?

· Are there particular health issues associated with diving? Solutions?

· Do they need particular skills to dive, and if so do they receive any sort of training? If not what sort of training would be most useful?

2. Social issues

· How good/bad generally are relations with the boat owners, and why?

· Do they belong to any sort of organisations or associations? These may be related to diving itself, or more widely to village-based organisations

· Do they tend to discuss the good and bad things about diving more often amongst themselves, or with the boat owners they work for?

· How many different boat owners to divers normally work for and why? (i.e. is it a free and flexible market for their labour, or are they ‘tied’ to particular boats through loyalty, credit arrangements, or for other reasons)

· Are most divers normally from this area, or are they migrant workers from elsewhere in the country

· Are there particular types of people who are divers (e.g. those best at swimming, those from a particular area are known for it, etc)

· What sort of social support do they have in terms of health care

· Has the security situation in the country affected them in any way

3. Physical factors

· Do they own any of the things they need for diving themselves, or are these provided by the boat owners?

· Where do the things they need to dive come from and are there any problems with getting them because of either availability or price (e.g. tanks, air, masks, water to wash diving gear, etc)

· How easy it is to get from where they live to where the go to sea?

· Do many of them own their own houses?

4. Natural/environmental factors

· How are catches now compared to previous years catch?

· Is this same for all species?

· What do they think are the reasons for any changes?

5. Financial factors

· What are typical monthly earnings from diving?

· Do these vary a lot between divers?

· Do these vary a lot over the season, or between seasons? If so by how much?

· How important is diving in terms of total household incomes? i.e. do most divers only dive, or do they have other income-generating activities, either at the same time, or at other times of the year

· Do divers have any organisations that can help them to save money i.e. village or group-savings schemes

· If a diver wanted to by a boat and employ other divers, would he able to borrow money from somewhere to do so? If yes from where and what are the problems in doing so. If no, why not?

6. Vulnerability factors

· What the main risks they face to their livelihoods. How relatively important are things such as a) bad weather b) less fish c) getting ill d), changes in prices, etc

· How do they try to minimize these risks?

Appendix 5: Questionnaire: Beche de mer value-chain study

All information and views will be completely confidential, with responses being put together with those of others engaged in the same activity. There will be no publication/release of any information linking information to specific people who provided it. The study is interested only in beche de mer activities in Kalpitya

Questionnaire number
Section 1: Background information
1. Interviewer name(s)

………………………………………………………………………………………………………

2. Location

………………………………………………………………………………………………………

Notes: this should be main landing site for divers and collectors, the main processing location for processors, the main business/office for exporters. Not necessarily where the interview was completed

3. Date of interview

………………………………………………………………………………………………………

4. Interviewee name and contact number

………………………………………………………………………………………………………

5. What is the main activity of the interviewee?

Notes:

· if interviewee is engaged in more than one link, interview should focus on the main activity and seek answers only on that link in the chain. i.e. if an exporter also processes but the main business is exporting product bought from other processors, the interviewer should request that the interview focuses on the export activity only.

· Divers should be boat owners, not just employed divers. Separate focus group discussions will be held with divers who are employed by diver/boat owners.

· Use income as way to define main activity

	Link in Chain
	Tick (one box only) – see note

	Diver/boat owner
	

	Collector (i.e. buying from divers and selling to processing)
	

	Processor (i.e. buying from divers direct or from collectors)
	

	Exporters
	

	Other (explain)
	


Section 2: Mapping/describing the value chain

6. What months of the year are you normally engaged in the beche de mer industry on the NW coast.

………………………………………………………………………………………………………

Notes: specify range of months if no pause in activities (e.g. Sept to April), or specify individual months if there are breaks in activity (e.g., Nov, Dec, Apr)

7. What proportion (%) of the total amount of beche de mer that you catch (for diver/owners) or buy (for all other links) are you typically unable to sell because of 

a) wastage, spoiling

………………………………………………………………………………………………………

b) lack of demand

………………………………………………………………………………………………………

c) other reasons (specify what)

………………………………………………………………………………………………………

Notes

 - Don’t ask why here as we will ask about reasons for changes later

8. How long do you normally have the beche de mer in your possession before you sell it (in days, e.g. less than a day, 2 days, etc)
………………………………………………………………………………………………………

9. Divers only. How many trips do you make on average per month?

	Month
	Average number of trips

	September
	

	October
	

	November
	

	December
	

	January
	

	February
	

	March
	

	April
	


10. If you employ people in relation to your beche de mer activities, could you please say how many, and whether they are men or women?

	Type of people employed
	Number

	Men full time during season
	

	Men part-time during season
	

	Women full time during season
	

	Women part-time during season
	


Notes: full-time = labour which make 75% or more of their income from beche de mer activities

11. If you employ people in relation to your beche de mer activities how many come  from within Kalpitya area and how many from other areas of the country (specify where from).

	Type of people employed
	No. from within Kalpitya region
	No. from other regions (say where from)

	Men full time during season
	
	

	Men part-time during season
	
	

	Women full time during season
	
	

	Women part-time during season
	
	


12. What proportion (%) of your total earnings/sales revenue during the beche de mer season, come from beche de mer from the NW, and what proportion from other species?

Note: each row for each month should = 100%

	Month
	Beche de mer (%)
	Chank (%)
	Lobster (%)
	Other (%): specify what

	September
	
	
	
	

	October
	
	
	
	

	November
	
	
	
	

	December
	
	
	
	

	January
	
	
	
	

	February
	
	
	
	

	March
	
	
	
	

	April
	
	
	
	


13. How much beche de mer caught in the NW did you sell last season in terms of volume and value, and for what average price? Can you provide this information for different species and grades of product if possible, but if not a total figure is fine.

Notes

· Include information on separate rows for the three most important species and grades of beche de mer (in terms of value) if interviewee is able to provide this detail and one additional row for ‘other’. All interviews must have  figures for total sales in last row.

· Let interviewee provide answer to total value, and the average price. Check that the average price = the volume divided by price, and if not explore why not and correct figures if necessary

· If interviewee only knows volume in number of pieces (not weight) record that but ask for the average size and weight fish and make a note so we can work out.

	Species and/or grade (broken down by species and grade if possible, or total if not)
	Sales in volume (in kgs or pieces – total for all months active)
	Sales in value (in Rps – total for all months active)
	Average price of sales (Rs/kg, or Rs/piece over whole season)

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	Total


	
	
	


14. How do average monthly volumes, values and average prices for sales of beche de mer from the NW this year compare to those over the last three years? Can you provide this information for different species and grades of product if possible? If not don’t worry as an idea of general changes for all species is still interesting.

Notes

· If changes are reported, try to get an understanding of by how much and record that in the boxes (e.g. a little lower each year, fluctuates up and down by around 10%, etc). But if that detail is not possible just enter, up, no change, down

· Include information on separate rows for different species and grades of beche de mer if interview is able to provide it, or just for all species if not.

· Don’t ask about reasons for change here as we will ask about reasons for changes later

	Species and/or grade (either individual or for all)
	Change in volumes
	Change in sales revenue
	Change in average prices

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


15. Please could you tell us about your main operating/input/daily costs are? These are things like fuel, labour, etc that you need to pay for only if you actually go fishing or process/export fish, not things like boats/engines, vehicles, buildings which you may have to pay for but not actually use when you are not fishing, processing or exporting fish. It would also be helpful to know for each item how costs this year compare to those over the last three years. 

Notes: 

· For collectors, processors and exporters, the costs of fish will probably be a main input cost. 

· for divers may be: fuel, paying other divers, filling tanks, etc

· for collectors may be fish itself, sacks, trays, transport costs

· for processors may be fish, wood, labour, transport 

· for exporters may be fish, packaging, packaging, air freight, rent, labour, customs/export costs (e.g. permits)

· If changes are reported, try to get an understanding of which costs are changing most quickly and by how much and record that in the box (e.g. a little lower each year, fluctuates up and down by around 10%, etc), but if not possible just enter, up, no change, down. Make a note or place a * next to any cost items interviewees seem particularly concerned about in terms of changes.
· Try to make sure that the unit of costs is the same for all cost items i.e. provide all costs per week, all costs per month, etc

Be especially careful to see if labour/wages are a cost, because we will need those to add to profit levels to estimate value-added (value-added = profit plus wages)

Remember that finance/capital may be an input i.e. cost of borrowing money

	Cost item
	Cost in Rs (including kg or pieces and whether per trip, week, kg sold, etc)
	How is cost changing over the years

	
	
	

	
	
	

	
	
	

	
	
	

	Other
	
	

	Total


	
	


16. After you have paid for your operating expenses, how much profit do you make on average when you sell beche de mer? (specify if profit is per kg or per piece, and whether for a trip, day, week, month, etc)

Notes:

 - This question may not be necessary if you have collected good sales and costs data. If answers to the previous questions are not thought to be reliable, the question is very important.

Interviewee may be able to provide a figure per kg (mostly likely for processors and exporters), but if not ask for the average profit per week , month or season…whatever the interviewee can provide. But make sure to get an average for a typical period, not the current figure as profit levels may vary during the season

 - If divers are catching other species, interviewers will need to apply the % of sales values that are from beche de mer reported in question 8, to the total operating expenses  

17. Do you have any significant investment/fixed costs that you have to make? These are things like boats, engines, diving tanks, buildings, vehicles, tanks, etc that would normally last for at least 6 months. If you do, could you please say for each item how much it costs, and how many years you would expect it to last.

	Item needing to be bought
	Typical cost
	Number of years it lasts

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


Section 3: Critical factors impacting on the inputs needed by the interviewee

Notes:

· Explain that this means things that they use or need to buy

· Interviewer should prompt using the costs listed in question 15

· Reasons may relate to government policy, activities of other businesses supplying them, competition, or anything else

· Try to get interviewee to think about who could solve the problem as well as what the solution might be

18. Are there any particular problems at the moment or risks for the future in terms of a) costs, b) availability, c) reliability, d) government policy, etc of any of the inputs to your activities that you mentioned just now (ie. daily/variable and investment/fixed costs)? If you could please explain for each problem why you think these problems occur?

	Input being used
	Problem experienced or expected
	Why does this problem occur?
	What do you think could be done to solve the problem?

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


Section 4: Critical factors impacting on what the interviewee does
i.e. catching in the case of divers, organizing/sorting fish bought from divers in the case of collectors, processing in the case of processors, packing ready for export in the case of exporters.

Notes: some examples may include:

· For all: issues related to government licensing, related costs, regulation, government policy, corruption, etc i.e. things outside of the influence of the interviewee

· For all skills or efficiency of labour employed

· For divers: less fish means having to dive deeper each year which reduces catch rates/day. Seasonal issues. Weather. Don’t have ways of marking/knowing where the best catches are. The way fish is handled on vessels may lead to wastage and catches that cant be sold, or which only receive low prices etc. Don’t have formal training in diving

· For collectors: Don’t have any space close to landing sites to sort/store fish

· For processors: processing methods lead to poor quality, wastage or fish that is sold for a low price, grading may not be good,

· For exporters: handling/storage/packing may lead to poor quality, wastage or fish that is sold for a low price, bad grading, etc

· Try to get interviewee to think about who could solve the problem as well as what the solution might be

19. Are there any particular problems at the moment or risks for the future in terms of a) skills, b) techniques, c) methods, d) information, e) government policy, etc, of any of the activities that you carry out? If you could please explain for each problem why you think these problems occur?

	Problem experienced or expected
	Why does this problem occur?
	What do you think could be done to solve the problem?

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


Section 5: Critical factors impacting on the delivery or sales of beche de mer to the next link in the value-chain

Notes: some examples may include:

· Reliability or costs of transport or air freight

· Location impacting on time to transport

· Lack of information on sales prices in export markets

· Customs clearance for exports

20. Are there any particular problems at the moment or risks for the future in terms of a) methods, b) information, c) logistics/transport, d) negotiating, e) government policy of delivering or selling your fish to those you sell it to? If you could please explain for each problem why you think these problems occur?

	Problem experienced or expected
	Why does this problem occur?
	What do you think could be done to solve the problem?

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


Section 6: Other questions and comments

21. For processors and exporters only. How important do you think the following issues are to buyers in export markets on a scale of 1-5, with 5 being very important and 1 being not important at all

Notes: Each item should be ranked 1-5

	Issue
	Interviewee perception of importance of issue to overseas buyers/markets (1-5)

	Prices


	

	Quantity of supply


	

	Size per piece


	

	Reliability of supply i.e. regular shipments


	

	Quality of product


	

	Type of species being sold


	

	Types of product i.e. levels of processing


	

	Type of packaging materials used


	

	Packaging technology e.g. vacuum packed


	

	Other (pls specify)


	

	Other (pls specify)


	


22. For processors and exporters only. How do you rate your performance on a scale of 1-5, with 5 being the best possible and 1 the worst possible

Notes: Each item should be ranked 1-5

	Issue
	Interviewee perception of own performance (1-5)

	Prices


	

	Quantity of supply


	

	Size per piece


	

	Reliability of supply i.e. regular shipments


	

	Quality of product


	

	Type of species being sold


	

	Types of product i.e. levels of processing


	

	Type of packaging materials used


	

	Packing technology


	

	Other (pls specify)


	

	Other (pls specify)


	


23. For exporters only. Are there any other critical issues which affect your ability to compete in export markets with product from other countries. If so, what are they and what do you think can be done to solve the problem and make Sri Lankan exports more competitive?

24. Is there any sort of organisation representing other businesses such as yours? If yes provide details

………………………………………………………………………………………………………

Notes: i.e. an organisation representing exporters, an organisation representing diver/boat owners, etc.

25. Has any sort of training or capacity development provided to businesses such as yours? If yes provide details (when, what and from who).

………………………………………………………………………………………………………

26. If not, what sort of training do you think would be most useful, if any. Please provide details.

………………………………………………………………………………………………………

27. Is any sort of other support provided to businesses such as yours? If yes provide details.

………………………………………………………………………………………………………

Examples may include subsidies to cost items

28. Do you have any other comments you would like to make about your beche de mer activities, or how you think your livelihood and profits could be improved?

Notes: you may like to prompt in terms of health issues, education, savings schemes, any licensing or government regulation, etc

	29. Questions for Asian buyers only

· How many exporters in SL do you buy from

· What other countries do you buy from

· What are the main trends in the international market (volumes, values, species mix, suppliers, etc)

· Does SL product have a particular reputation in the Asian market (good or bad). If so what are the good and bad attributes

· Do these factors differ  between species

· Have you noticed any changes in SL product in recent times

· How important are the following factors to you in terms of your needs as a buyer (1-5, 5 most important)

a. Processed quality

b. Quantity

c. Price

d. Range of species

e. Size

f. Packaging

g. Reliability of supply

· On the same scale of 1-5, how do you rate SL performance

a. Processed quality

b. Quantity

c. Price

d. Range of species

e. Size

f. Packaging

g. Reliability of supply

· Any other comments on SL performance compared to other countries
· Can you think of any ways that SL could increase its competitive position in the Asian market

· What do you think are the main risks for SL producers and exporters


Additional space for interviewer to record any other comments made on any particular questions that may be interesting, or don’t fit within the template provided
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� International consultant, Poseidon (www.consult-poseidon.com)


� Socio Economist, Department of Fisheries and Aquatic Resources


� Statistical Officer, Statistics Unit, Ministry of Fisheries and Aquatic Resources


� Statistical Assistant, Statistics Unit, Ministry of Fisheries and Aquatic Resources


� Head, Socio Economic Division, National Aquatic Resources Research and Development Agency


� Economist, National Aquatic Resources Research and Development Agency


� A value chain is a sequence of related enterprises (operators) conducting activities (functions) so as to add value to a product from its primary production, through its processing and marketing to the final sale of the product to consumers. The functions of each link in the chain involve sourcing inputs, making/producing, and then delivering/selling product to the next link in the chain


� Graeme Macfadyen, Poseidon (� HYPERLINK "http://www.consult-poseidon.com" �www.consult-poseidon.com�) 


� Some small niche markets also exist in the pharmaceutical and cosmetic industries.


� It should be noted that shifting employment to alternative livelihoods may be far more complicated than often perceived (due to cultural and capacity issues). Nevertheless, divers do have marketing diving skills that could be used in other sectors e.g. tourism, and there may also be opportunities with the improving national security situation for divers to spend more time in other areas of the country where resources are not so heavily exploited.


� This ‘standard’ should focus on handling, processing and storage practices, e.g. time spent boiling and salting, live to dry weight ratios, use of racks, packaging materials, etc, with differences specified for different species where appropriate


� Note that this is already happening naturally within the value chain


� All links in the value chain are also engaged in a parallel value chain for chank (Turbinella pyrum), with chank and sea cucumber typically accounting for roughly equal levels of sales and profits.


� Graeme Macfadyen, Poseidon Aquatic Resource Management Ltd. � HYPERLINK "http://www.consult-poseidon.com" ��www.consult-poseidon.com� 


� e.g. on value streams (e.g. by Womack and Jones), by French researchers and termed ‘Filiere’ (thread) examining the flow of physical inputs and services in the production of a final product, and on global commodity chains (e.g. by Gereffi) focussing primarily on the power relations in value chains.





� An often-quoted example is how Taiwanese firms moved from the manufacture of transistor radios to calculators, to TVs, to computer monitors, to laptops and now to WAP phones





� China is successfully producing an estimated 10 000 tonnes, dry weight, of Apostichopus japonicus from aquaculture, mainly to supply local demand


� It should be noted that shifting employment to alternative livelihoods may be far more complicated than often perceived (due to cultural and capacity issues). Nevertheless, divers do have marketing diving skills that could be used in other sectors e.g. tourism, and there may also be opportunities with the improving national security situation for divers to spend more time in other areas of the country where resources are not so heavily exploited.


� This ‘standard’ should focus on handling, processing and storage practices, e.g. time spent boiling and salting, live to dry weight ratios, use of racks, packaging materials, etc, with differences specified for different species where appropriate


� Note that this is already happening naturally within the value chain, as discussed elsewhere in the text
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