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FOREWORD 

The Paddy M a r k e t i n g Board w h i c h was e s t a b l i s h e d by 
an A c t o f P a r l i a m e n t i n 1971 i s i n law r e s p o n s i b l e f o r 
t h e p r o c u r e m e n t and m a r k e t i n g o f paddy . I t was hoped 
t h a t t h e Paddy M a r k e t i n g Board wou ld be a b l e t o p r o c u r e 
maximum q u a n t i t i e s o f paddy i n o r d e r t o f e e d t h e r a t i o n ­
i n g scheme. I t was ,however , o b s e r v e d t h a t t h e Paddy 
M a r k e t i n g Board e n c o u n t e r e d s e v e r a l d i f f i c u l t i e s i n 
i n c r e a s i n g i t s c o l l e c t i o n s p r o g r e s s i v e l y . 

T h i s s t u d y wh i ch i s i n t h e n a t u r e o f a p r e l i m i n a r y 
one was u n d e r t a k e n t o a s c e r t a i n t h e f a c t o r s t h a t h i n d e r 
t h e maximum c o l l e c t i o n o f paddy and m a r k e t i n g o f good 
q u a l i t y r i c e by t h e Paddy M a r k e t i n g B o a r d . F i e l d s t u ­
d i e s were conduc ted i n f o u r d i s t r i c t s w h i c h were p u r -
p o s i v e l y s e l e c t e d i n o r d e r t o examine t h e s i t u a t i o n 
r e l a t i n g , t o t h e m a r k e t i n g and p r o c e s s i n g o f paddy . As 
f i e l d su rveys were conduc ted i n f o u r s e l e c t e d d i s t r i c t s 
t h e f i n d i n g s o f t h e s t u d y may have o n l y l i m i t e d a p p l i ­
c a b i l i t y and r e l e v a n c e i n t h e n a t i o n a l c o n t e x t . However, 
i t i s hoped t h a t t h e s t u d y w i l l o f f e r u s e f u l d a t a and 
s u g g e s t i o n s f o r c o n s i d e r a t i o n by t h e a u t h o r i t i e s c o n c e r n e d . 

The p u b l i c a t i o n i s b e i n g r e l e a s e d a t a t i m e when 
t h e s i t u a t i o n i n r e g a r d t o m a r k e t i n g o f paddy rema ins 
a l t e r e d consequen t t o t h e remova l o f r e s t r i c t i o n s p l a c e d 
on t h e t r a n s p o r t o f paddy . N e v e r t h e l e s s , i t i s hoped 
t h a t t h e s t u d y w i l l p r o v e u s e f u l i f e v a l u a t e d i n t h e 
c o n t e x t i n w h i c h i t was u n d e r t a k e n . 

C. Narayanasamy 
Director 

Agrarian Research and Training Institute 

December 1975 



ACKNOWLE DGEMENTS 

We g r a t e f u l l y acknowledge t h e a s s i s t a n c e g i v e n 
us by a number o f p e r s o n s i n t h e c o l l e c t i o n o f d a t a -
t he f a r m e r s and t he m i l l e r s , t h e o f f i c i a l s o f t h e 
Paddy M a r k e t i n g Board as w e l l as t h e Food Depar tment 
b o t h i n Colombo and t h e d i s t r i c t s and t h e o f f i c i a l s 
o f t h e b ranch c o - o p e r a t i v e s . 

Our t hanks a l s o go t o a l l FAO s t a f f and t h e 
Research and T r a i n i n g O f f i c e r s o f t h e I n s t i t u t e f o r 
t h e i r u s e f u l s u g g e s t i o n s . I n p a r t i c u l a r we a r e 
g r a t e f u l t o D r . P . Wi.ckramasekara and M iss T.Sanmugam 
who v e r y k i n d l y r ead o u r o r i g i n a l d r a f t s and o f f e r e d 
t h e i r comments. 

F i n a l l y , ' we d e e p l y a p p r e c i a t e t h e comments and 
s u g g e s t i o n s made by t h e D i r e c t o r , M r . C . Narayanasamy 
and t h e C h i e f A d v i s o r , FAO, M r . F . G . Saunders i n t h e 
p r e p a r a t i o n o f t h i s r e p o r t . 

ii 



CONTENTS 
. Page 

4 FOREWORD . 1 

ACKNOWLEDGEMENTS ii 

INTRODUCTION v 

Chapter 1 Some Aspects of Cereal Consumption in Sri Lanka .. .. 1 

Chapter 2 Factors Influencing the Purchase of Paddy'by the 
Paddy Marketing Board . • .. .. 9 

Chapter 3 The Nature of the Open Market Operations during the 
Period of Restriction on the movement of 
Paddy and Rice .. .. .. 14 

Chapter 4 Processing of Paddy and Quality of Rice 16 

Summary and Conclusions . .. .. .. 21 

Recommendations .. .. .. .. .. . . 2 5 

• List of Tables 

Table 1 GPS purchases,as a percentage of the total estimated 
production 1955-1974 .. .. ix 

Table 2 Per Capita consumption of rice .. .., . . 4 - 5 
Table 3 Per Capita consumption of wheat flour.. 6 
Table 4 Per Capita consumption of rice and wheat flour .. .. 6 
Table 5 The variation of open market prices of paddy and rice, 

January - May 1975 .. .. .. ... .. .. 9 
Table 6 Tlie Cost of Production of Paddy per acre of 24 farms 

in the four districts studied Maha 1974/75 .. ..10 
Table 7 Distribution of Registered Mills in 1972 and in 

May 1975 .. .. 16 
Table 8 Average Milling period per Mill for each district 

in 1974 17 
Table 9 Approximate Net Profits.of Millers .. .. ..18 
Table 10 Estimated additional income earned by the millers 

•* (for out-turns higher than 71% or 51%) 19 

iii 



List of Figures 

Figure 1 

Figure 2 

Figure 3 

Legal Channels 

List of Appendices 

Appendix I 

Appendix II 

Appendix III 

Appendix IV 

Appendix V 

Appendix VI 

Appendix VII 

Appendix VIII 

Appendix IX 

Appendix X 

Appendix XI 

The Local Production and Import of Rice 
1953-1974 .. . . . . 

Price Variation of Guaranteed Price Scheme 
Paddy and Imported Rice 

Paddy - Gross Extents Sown from 1964 to 1974 

Average yield of paddy (bushels per acre) 
1964-to 1974 

Payment to millers by the Paddy Marketing 
Board in respect of transport, loading 
and unloading as at January 1975 

Milling charges paid by the Paddy Marketing 
Board to millers as at January 1975 

Price of off-ration rice sold by the Paddy 
Marketing Board as at May 1975 

Payment to Farmers for the Paddy Purchased 
by the Co-operatives according to Grades 
as at January 1975 

The Specifications adopted by the Food 1 

Department when rice is accepted from 
the millers as at January 1975 

Surplus Paddy Producing Districts, 
Deficit Paddy Producing Districts and Others 

Regulations made by the President Under 
Section 5 of the Public Security Ordinance 
(Gazette Extraordinary No.18/27 of 17.9.75) 

iv 

Illegal Channels 

Annual Per Capita Consumption of 
Cereals in Sri Lanka 

i 



INTRODUCTION 

Paddy and r i c e m a r k e t i n g " 1 i n S r i Lanka has n o t r e c e i v e d a l l 
t h e a t t e n t i o n i t s h o u l d r e c e i v e , p a r t i c u l a r l y i n r e c e n t y e a r s . 
The Paddy M a r k e t i n g Board (tMB) s e t up by an A c t o f P a r l i a m e n t 
(No. 14 o f 1 9 7 1 ) , i s i n law t h e s o l e m a r k e t i n g * o u t l e t f o r 

paddy i n S r i Lanka . However, t h e c o l l e c t i o n o f paddy by t h e 
Paddy M a r k e t i n g Board has dec reased p r o g r e s s i v e l y o v e r t h e 
y e a r s ( 1 9 7 2 - 1 9 7 4 ) , as shown i n T a b l e I . Hence, a p r e l i m i n a r y 
e x a m i n a t i o n o f t h e p rob lems o f paddy and r i c e m a r k e t i n g was 
c o n s i d e r e d n e c e s s a r y and u s e f u l f o r i n - d e p t h s t u d i e s i n t h e 
f u t u r e . 

The o b j e c t i v e s o f t h e p r e s e n t s t u d y a re t o a s c e r t a i n 
t h e f a c t o r s t h a t have h i n d e r e d a) maximum c o l l e c t i o n o f 
paddy by t h e Paddy M a r k e t i n g B o a r d , and b). t h e m a r k e t i n g 
o f good q u a l i t y r i c e . 

The p rob lems t o be examined r e l a t e t o p r o c u r e m e n t , 
s t o r a g e and p r o c e s s i n g o f paddy and t he d i s t r i b u t i o n o f r i c e 
and s u g g e s t i o n s a re made w h i c h m i g h t improve t h e m a r k e t i n g 
s i t u a t i o n . 

T h i s s t u d y was u n d e r t a k e n a t a t i m e when r e g u l a t i o n s under 
t h e P u b l i c S e c u r i t y O r d i n a n c e were i n f o r c e t o r e s t r i c t t h e 
movement o f r i c e and paddy i n q u a n t i t y and t o l i m i t t h e amounts 
w h i c h any p r o d u c e r o r o t h e r p e r s o n c o u l d h a / e i n h i s p o s s e s s i o n . 
These r e g u l a t i o n s w h i c h a r e d e t a i l e d i n Append i x X I , were 
r e p e a l e d on 8 Oc tobe r 1975, a b o u t two months a f t e r t h e com­
p l e t i o n o f t h i s s t u d y . The immed ia te e f f e c t o f l i f t i n g t h e 
r e s t r i c t i o n s — a t a t i m e when b o t h r i c e and f l o u r s t o c k s were 
adequate t o meet p u b l i c demand — has been a f a l l i n t h e open 
m a r k e t p r i c e o f r i c e t o t h e Urban Consumer. 

T h i s s t u d y documents some o f t h e f a c t o r s t h a t have 
h i n d e r e d t h e Paddy M a r k e t i n g Board i n t h e c o l l e c t i o n o f paddy 
and t h e m a r k e t i n g o f good q u a l i t y r i c e . A d e c i s i o n w i l l have 
t o be t a k e n i n t h e f u t u r e w h e t h e r t o l e g a l i s e a f r e e m a r k e t 
i n r i c e and paddy o r t o make f u r t h e r a t t e m p t s t o e n f o r c e t h e 
monopoly pu rchase r e g u l a t i o n s . Changes i n t h e a v a i l a b i l i t y 
o f s u p p l i e s , w o r l d p r i c e s , government r a t i o n p o l i c y , m i l l i n g 
f a c i l i t i e s , e t c . , c o u l d a l l s t r o n g l y a f f e c t t h e i s s u e and t h e 
i n f o r m a t i o n g i v e n i n t h i s s t u d y s h o u l d be v i e w e d i n t h e c o n t e x t 
o f t h e t i m e . 

The.concept of Marketing used in this study covers all 
activities from the point of production to the point of purchase by the 
consumer. These include a) assembling, b) financing, c) grading and 
standardizing, d) transporting, e) packing and storing, f) processing, 
and g) distributing. 



Background 

Up t o 1965, t h e Government r e l i e d m a i n l y on i m p o r t s t o 
meet t h e c o u n t r y ' s r e q u i r e m e n t s o f r i c e . T h i s was due 
t o a) t h e p r i c e o f i m p o r t e d r i c e b e i n g l o w e r t h a n t h e p r i c e 
o f l o c a l l y p roduced r i c e , and b) t h e l o c a l p r o d u c t i o n b e i n g 
i n s u f f i c i e n t t o meet t h e c o u n t r y ' s t o t a l r e q u i r e m e n t s o f r i c e . 
S i n c e t h e n , t h e i m p o r t s have shown a d e c r e a s i n g t r e n d (see 
Append i x I ) . T h i s can be a t t r i b u t e d t o an i n c r e a s e i n t h e 
l o c a l p r o d u c t i o n due t o a) t h e e x t e n s i o n o f t h e g ross acreage 
sown and t h e i n c r e a s e i n t h e y i e l d o f paddy p e r a c r e , (see 
Append ices I I I and I V ) , and b) t h e h i g h p r i c e o f r i c e i n t h e 
W o r l d M a r k e t , ( s e e Append i x I I ) . 

S ince 1948, paddy has been purchased, by t h e Government 
under a Guaran teed P r i c e Scheme (GPS). Up t o 1973, t h e 
g u a r a n t e e d p r i c e o f paddy was h i g h e r t h a n t h e c . i . f . v a l u e 
o f t he paddy e q u i v a l e n t o f i m p o r t e d r i c e w h i l e i n 1974, t h e 
p o s i t i o n , w a s r e v e r s e d , (see Append i x I I ) . 

The Paddy M a r k e t i n g B o a r d , e s t a b l i s h e d under t h e Paddy 
M a r k e t i n g Board A c t No.14 o f 1 9 7 1 , t o o k o v e r t h e f u n c t i o n s 
r e l a t i n g t o paddy m a r k e t i n g f r o m t h e Depar tment o f A g r a r i a n 
S e r v i c e s , i n Janua ry 19 72 . Howeve r , bo th t h e Paddy M a r k e t i n g 
Board ao.d t h e Depar tment o f A g r a r i a n S e r v i c e s c o n t i n u e d t o 
p u r c h a s e paddy u n t i l A p r i l 1972. 

The p r e s e n t s i t u a t i o n i n r e s p e c t o f m a r k e t i n g c h a n n e l s o f 
paddy and r i c e a r e i l l u s t r a t e d i n F i g s . l and 2 . F i g . l shows t h e 
l e g a l channe l s w h i l e F i g . 2 g i v e s t h e i l l e g a l c h a n n e l s . 

L e g a l Channels 

. The Paddy M a r k e t i n g Board rema ins t h e s o l e l e g a l p u r c h a s e r 
o f paddy . The C o - o p e r a t i v e s c o l l e c t t h e paddy f r o m t h e f a r m e r 
on b e h a l f o f t h e Paddy M a r k e t i n g B o a r d , w h i c h h i r e s p r i v a t e 
m i l l e r s t o p rocess t h e p a d d y . 1 The m i l l e r s hand o v e r t h e r i c e 
t o t h e Food Depar tment w h i c h i n t u r n i s s u e s i t t o t h e Co­
o p e r a t i v e s f o r d i s t r i b u t i o n t o t h e Consumers on t h e r a t i o n . 

I l l e g a l Channe ls 
The remova l o f t h e ban on t r a n s p o r t o f r i c e r e f e r r e d t o 

e a r l i e r does n o t l e g a l i s e f r e e t r a d e i n r i c e and paddy b u t 
r e s u l t e d i n i t b e i n g i m p o s s i b l e t o e n f o r c e t h e monopoly p u r ­
c h a s i n g powers o f t h e Paddy M a r k e t i n g B o a r d . P r i v a t e t r a d e r s 
buy paddy f r o m t h e f a r m e r s and s e l l t h e r i c e a t p r i c e s h i g h e r 
t h a n t h e p r i c e o f r a t i o n e d r i c e . The o p e r a t i o n s a r e d e s c r i b e d 
i n C h a p t e r 3. 

There ace also 5 Paddy Marketing Board Mills and 
5 mills belonging to the Co-operatives, doing milling in the four 
districts. 
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Legal Chanhels 
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Illegal Channels 
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Purchase o f Paddy under t h e GPS 

The q u a n t i t y o f paddy pu rchased under t h e GPS as a 
p e r c e n t a g e o f t h e t o t a l p r o d u c t i o n has shown a d e c l i n i n g 
t r e n d s i n c e 1972, t h e y e a r i n w h i c h t h e Paddy M a r k e t i n g 
Board commenced o p e r a t i o n s . 

Table 1 GPS purchases as a percentage of the total 
estimated production 1965-1974 

Year Total estimated 
paddy production 
(million bushels) 

GPS 
purchases 

(nillion bushels) 

GPS purchases as 
a % of estimated 

production 
1 2 3 4 

1965 36. 3 21.4 58.95 
1966 45.7 28.0 61.26 
1967 . 54.9 13". 4 24.40 
1968 64.6 15.1 23.37 
1969 65.9 13.9 21.09 
1970 . 77.4 26.5 34.23 
1971 66.9 32.3 48.28 
1972 62.7 26.3 41.90 
1973 62.9 22.9 36.40 
1974 76.8 20.9 27.21 

Sources: Column 2 - Department of Census and Statistics, 
Statistical Abstract 1970-71. 

Column 3 - Statistics Division < of the Paddy 
Marketing Board. 

The Government took s e v e r a l a d m i n i s t r a t i v e measures 
d u r i n g 1974 i n o r d e r t o ensu re a h i g h e r c o l l e c t i o n o f paddy 
by t h e Paddy M a r k e t i n g B o a r d . They were': 

1.Upward r e v i s i o n o f t h e g u a r a n t e e d p r i c e f r o m R s . 1 8 / -
p e r b u s h e l i n 1 9 7 3 ' t o R s . 3 0 / - p e r b u s h e l i n January 
1974 and t o R s . 3 3 / - p e r b u s h e l i n J u l y 1974. 

2 . L i m i t a t i o n on t h e q u a n t i t i e s t h a t a f a r m e r may r e t a i n 
i n h i s house-, i . e . n o t a l l o w i n g h im t o r e t a i n a 
q u a n t i t y g r e a t e r t h a n h i s own p r o d u c t i o n , 1 and 

3 . P r o h i b i t i o n o f p r i v a t e t r a n s p o r t o f paddy o r r i c e 
above a minimum q u a n t i t y w i t h o u t a v a l i d p e r m i t . 

D e s p i t e t hese measures and i n c e n t i v e s t h e a v a i l a b l e d a t a 
i m p l i e s t h a t t h e Paddy M a r k e t i n g Board c o l l e c t e d o n l y 27% o f 
t he t o t a l e s t i m a t e d p r o d u c t i o n o f paddy i n 1974, as compared 
w i t h 42% i n 1972 when i t f i r s t s t a r t e d i t s m a r k e t i n g o p e r a t i o n s 

A person was allowed to transport two measures of rice or 4 
measures of paddy without a permit, and a farmer only allowed to keep 
on his premises a quantity of rice or paddy equal to that produced by 
him. These regulations were repealed with effect from 8 October 1975. 
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Methodo logy 

Area 

F i e l d s t u d i e s on t h e m a r k e t i n g s i t u a t i o n were conduc ted 
i n f o u r d i s t r i c t s , v i z . Po lonna ruwa , K u r u n e g a l a , Ampara i and • 
K e g a l l e . These d i s t r i c t s were s e l e c t e d p u r p o s i v e l y , P o l o n ­
naruwa and Ampara i b e i n g d i s t i n c t i v e s u r p l u s paddy p r o d u c i n g 
d i s t r i c t s ^ w h i l e K e g a l l e i s a d i s t i n c t i v e d e f i c i t one . 
K u r u n e g a l a , even though a d e f i c i t d i s t r i c t has t h e l a r g e s t 
ac reage under paddy . 

C o l l e c t i o n o f Data 

1 . Prob lems r e l a t i n g t o m a r k e t i n g o f paddy were a s c e r t a i n e d 
and c o s t o f p r o d u c t i o n d a t a c o l l e c t e d t h r o u g h i n f o r m a l 
i n t e r v i e w s w i t h f a r m e r s , who b r o u g h t paddy f o r s a l e t o 
t h e C o - o p e r a t i v e s . These i n t e r v i e w s were h e l d i n t h e i r 
homes. 

2 . Data on m i l l i n g c o s t s and marg ins o f p r o f i t were o b t a i n e d 
by a d m i n i s t e r i n g a q u e s t i o n n a i r e t o f o u r m i l l e r s i n each 
d i s t r i c t . A n c i l l a r y i n f o r m a t i o n was a l s o c o l l e c t e d by 
f o l l o w - u p d i s c u s s i o n s w i t h t hesa m i l l e r s . 

3. I n f o r m a t i o n on d i f f e r e n t a s p e c t s o f m a r k e t i n g was c o l l e c t e d 
by i n t e r v i e w i n g o f f i c i a l s and by e x a m i n a t i o n o f r e c o r d s o f 
t h e f o l l o w i n g i n s t i t u t i o n s : 

(a) C o - o p e r a t i v e S o c i e t i e s ; 
(b) Paddy M a r k e t i n g Board (Head O f f i c e as w e l l 

as R e g i o n a l O f f i c e s ) ; 
(c) Food Depar tment (Head O f - i c e and R e g i o n a l O f f i c e s ) . 

L i m i t a t i o n s o f t h e S tudy 

As t he f i e l d s u r v e y s were c o n f i n e d t o f o u r d i s t r i c t s , 
t h e d a t a canno t be c o n s i d e r e d adequate t o p e r m i t g e n e r a l i ­
s a t i o n f o r a l l d i s t r i c t s . These s u r v e y s were c a r r i e d o u t 
ove r a p e r i o d o f abou t two weeks and i t ' w a s n o t i n t e n d e d 
t h a t t h e s t u d y w o u l d be comprehens ive and cove r a l l a s p e c t s 
o f t he p r o b l e m . However, t h i s s t u d y o f f e r s u s e f u l d a t a on 
some m a j o r p r o b l e m a r e a s . 

"""A surplus paddy producing district is considered here to be 
a district which produces paddy in excess of the consumption require­
ments of that district. 

There are 22 districts in Sri Lanka, of which 6 are regarded 
as paddy surplus districts, 11 as deficit ones while 5 cannot be 
classed into either category, (see Appendix X). 



Chapter 1 

SOME ASPECTS OF CEREAL CONSUMPTION IN SRI LANKA 

1 Gene ra l 

T h i s c h a p t e r a t t e m p t s t o e s t i m a t e : 

(a) t he p e r c a p i t a consumpt ion i n 1975, o f c e r e a l s , 
m a i n l y r i c e and wheat f l o u r , as t h e s e two c e r e a l s 
f o r m t h e b u l k o f c e r e a l consumpt ion i n S r i Lanka 
(sorghum and maize c o n s t i t u t i n g o n l y a v e r y 
n e g l i g i b l e p r o p o r t i o n ) ; 

(b) t h e consumpt ion r e q u i r e m e n t s o f r i c e f o r 1975; 

(c) t he s u r p l u s paddy w i t h t h e f a r m e r s i n 1975. 

Of t h e many f a c t o r s a f f e c t i n g consumpt ion o f c e r e a l s , 
t h e two most i m p o r t a n t ones a r e i ) t h e d i s p o s a b l e incomes 
o f t h e consumers ; and i i ) t h e p r i c e o f t h e c e r e a l s . 

Wheat f l o u r i s a m a j o r s u b s t i t u t e f o r r i c e , p a r t i ­
c u l a r l y i n t h e fo rm o f b r e a d , wh i ch i s i n demand as a v e r y 
c o n v e n i e n t p r e - c o o k e d m e a l . 

2 Per c a p i t a consumpt ion o f r i c e and wheat f l o u r 

The f o l l o w i n g f a c t o r s a c t as c o n s t r a i n t s i n d e t e r m i n ­
i n g t h e p e r c a p i t a consumpt ion o f r i c e and wheat f l o u r . 

i . H i g h degree o f Government i n t e r v e n t i o n i n t h e r i c e 
m a r k e t p r e v e n t s t o some e x t e n t t h e n o r m a l o p e r a t i o n 
o f s u p p l y and demand f a c t o r s . Under such c o n d i t i o n s , 
t h e e f f e c t s o f p r i c e and income changes on consumpt ion 
may n o t be c l e a r l y seen ; and 

i i . f r e q u e n t changes i n t h e quantum and p r i c e o f r i c e 
and v/heat f l o u r i s s u e d under t h e r a t i o n i n g scheme, 
p a r t i c u l a r l y i n 1973 and 1974. T h i s makes f o r e ­
c a s t i n g v e r y d i f f i c u l t . 

S t i l l , an a t t e m p t has been made t o e s t i m a t e t h e p e r c a p i t a 
consumpt ion o f r i c e and wheat f l o u r f o r 1975 by a n a l y s i n g 
t he t i m e s e r i e s d a t a f r o m 1966 t o 1974 as w e l l as f r o m 
c r o s s - s e c t i o n a l d a t a . 

V i d y a Sagar {1971.)''' a n a l y s e d t h e r i c e and f l o u r c o n ­
s u m p t i o n f o r t he p r e - 1 9 6 9 p e r i o d and e s t i m a t e d t h a t t h e 
average p e r c a p i t a p e r annum consumpt ion o f r i c e may 
s t a b i l i s e a t abou t 100 k g . , t h e ba lance o f c e r e a l r e q u i r -
ment (25-30 kg) t o be met f r o m wheat f l o u r . 

Cereal Consumption in Ceylon - Pattern and Demand Estimates -
Ministries of Planning and Employment and Agriculture (UNDP Special 
Fund Economic Planning and Programming.Project). 
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(a) T i m e - s e r i e s d a t a 

Per c a p i t a consumpt ion i s a n a l y s e d i n Tab les 2 / 3 and 
4 . F i g . 3 i l l u s t r a t e s t h e a n n u a l p e r c a p i t a consumpt ion o f 
r i c e and whea t f l o u r ( i n d i v i d u a l l y as w e l l as t o g e t h e r ) 
d u r i n g t h e p e r i o d 1966 t o 1974 , as w e l l as t h e t h r e e - y e a r 
mov ing a v e r a g e . I n t h e y e a r s a f t e r 1969, t h e a n n u a l p e r 
c a p i t a consumpt ion o f r i c e was h i g h e s t i n 1970 / 71 (abou t 
100 kg) when p r o d u c t i o n was h i g h , w h i l e i t was l o w e s t i n 
1973 (87 .8 k g ) . I n t h e case o f wheat f l o u r t h e r e v e r s e 
t r e n d was o b s e r v e d i . e . t h e l o w e s t b e i n g reached i n 1971 
(29 kg) and t h e h i g h e s t i n 1973 (34 .7 kg) when r i c e p r o d u c ­
t i o n was l ow . T h i s i n d i c a t e s t h a t f l o u r i s s u b s i t u t e d f o r 
r i c e when p r o d u c t i o n o f t h e l a t t e r r e s t r i c t s t h e s u p p l y . 

The p e r c a p i t a r i c e consumpt ion i n 1971 was h i g h due 
t o t he i n c r e a s e o f t he r i c e r a t i o n t o two measures i n 
September 1970 — one measure f r e e and t h e o t h e r a t -/IS c t s . 
I n 1973 i t dec reased due t o t h e r e d u c t i o n o f t h e r i c e r a t i o n 
i n Oc tobe r 1973 — h a l f measure f r e e t o non- income t a x 
paye rs and h a l f measure s o l d t o income t a x p a y e r s a t a 
h i g h e r p r i c e o f R s . 1 . 4 0 a measure ( f r om R s . l / - ) . 

From 1971 t o 1973 t h e r e was a d e c l i n e i n t h e t o t a l 
consumpt ion o f r i c e and wheat f l o u r , p r o b a b l y i m p l y i n g 
t h a t t h e r e was some degree o f s u b s t i t u t i o n by o t h e r c e r e a l s 
and yams f o r b o t h r i c e and wheat f l o u r , o r t h a t t o t a l f o o d 11 

consumpt ion dec reased due t o i n c r e a s e i n c o s t o f l i v i n g . 

I n 19 74 , when t h e p r i c e o f wheat f l o u r was - / 7 0 c t s a 
pound f o r t h e most p a r t o f t h e yesir and t h e r i c e r a t i o n was 
1% measures a t R s . 2 . 3 0 a measure ( h a l f measure i s s u e d f r e e 
t o non- income t a x p a y e r s ) , t h e p e r c a p i t a consumpt ion o f 
r i c e was 92 .6 k g . I n 1 9 7 5 , w i t h t h e p r i c e o f wheat . f l o u r 
b e i n g R s . l . 1 0 p e r pound , we c o u l d e x p e c t an upward s h i f t 
i n t h e p e r c a p i t a consumpt ion o f r i c e , assuming t h a t t h e r e 
i s no change i n t h e quantum o f t h e r a t i o n and t h e p r i c e o f 
r i c e . However, t h i s upward s h i f t s.hould n o t exceed t h e 
p e r c a p i t a consumpt ion o f r i c e i n 1969 (96 kg) because i n 
1969, r i c e was a v a i l a b l e f r e e t o < i l l consumers on t h e r a t i o n 
(one measure) and t h e r e were no r e s t r i c t i o n s on t h e open 

m a r k e t s a l e o f r i c e . T h e r e f o r e , we c o u l d r e a s o n a b l y e x p e c t 
t h e p e r c a p i t a consumpt ion o f r i c e i n 1975 t o s t a b i l i s e 
between 92.6 kg and 96 kg i . e . a round 94 k g ( t h e average 
a n n u a l p e r c a p i t a consumpt ion o f r i c e o v e r t h e p e r i o d 
1966-1974 i s 94 .4 k g ) . 

The b a l a n c e o f c e r e a l r e q u i r e m e n t (30-35 kg) t o meet 
t h e opt imum recommended by t h e M e d i c a l Research I n s t i t u t e 
f o r n u t r i t i o n a l purposes w i l l be met f r om wheat f l o u r ( t he 
average a n n u a l p e r c a p i t a consumpt ion o f wheat f l o u r f o r 
t he p e r i o d 1966-1974 i s 32 .7 k g ) . 

(b) C r o s s - s e c t i o n a l Data 

i . 1973 Consumer F i n a n c e Survey o f t h e C e n t r a l Bank 
T h i s su rvey showed t h a t t h e average consumpt ion o f 

r a t i o n e d and u n r a t i o n e d r i c e p e r head f o r two months was 
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Table 2 PER CAPITA 

1 • • .2„ * • 3 4 5 6 . C . P G S W 
Year (metric tons) (million bushels ) 

Available 
Paddy 

( million 
bushels ) 

1966 941,155 45. 7 :.. 2 8.0 . 3. 2 2.3 12. 2 

1967 525,135 54.9 13.4 3. 3 2.7 35.5 

1968 518,984 64.6 . 15.1 3.5 3.2 42.8 

1969 538,351 65.9 13.9 3.4 3. 3 45.3 
1970 640,354 77.4 26. 5 3. 7 3. 9. 43.3 
1971 880,508 66.9 32. 3 3. 6 3.3 27.7 
1972 792,934 62.7 26. 3 3. 6 3.1 2.9. 7 
1973 686,176 62.9 22.9 3.6 3.1 33. 3 
1974. 559,072 76.8 20. 9 4- 1 3. 8 48.0 

Column 2 - C = Consumption of rationed rice Source - Food 
the conversion factor 1.016. 

Column 3 - P = Estimated production. Source -

Column 4 - G = GPS paddy purchases. Source -

Column 5 - S = Seed requirements. This was 

The source for the data on sown acreages 
Column 6. - .W = Wastage. 5% of total production was used 

transport and handling. 

Column 7 - X• = Consumption' of unrationed rice. This is 
Quantities used for animal food was 
The conversion factor from paddy to rice 

Column 8 -X + C = This column gives the total consumption 

Column 9 - P q Average mid-year population. Source -

Column 10- Q Per capita consumption of rice in kilograms 
* Note: No account of the carry over stocks was taken, 

Scheme was used. 
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CONSUMPTION 

Rice 
.equivalent 

( metric tons ) 

OF RICE 
Total consumption 

of rice 
X + C 

8 
( metric: tons ) 

o 
9 

( million ) 

Q 

10 

Kg/head 

173,148 

503,832 

607,437 

642,918 

614,533 

393,131 

421,516 

472,609 

681,238 

1,114,303 

1,028,967 

1,126,421 

1,181,269 

1 ,254,887 

1,273,639 

1,214,450 

1,158,785 

1,240,310 

11. 4 

11.- 7 

12.0 

12. 3 

12.5 

12.7 

13.0 

13.2 

13.4 

97. 7 

87. 9 

93.9 

96.O 

lOO. 4 

100. 3 

93.4 

87.8 

92. 6 

Department. Long tons were; converted to metric tons using 

Department of Census and Statistics. 

Paddy Marketing.Board, Statistics Division. 

calculated on the basis of two bushels of paddy per sown acre, 
was the Department of Census and Statistics. 

to calculate the wastage of paddy and rice in storage, 

calculated from the algebraic equation X = P - ( G + S + W ) 
considered negligible. 

is: 1 Metric ton of rice == 70.46 bushels of paddy, 

of rice 
1974 Annual Report of the Central Bank of Ceylon 

C+X 
per head. This is calculated from the algebraic equation, Q=^— 

o 
as the total quantity of rice issued under the rationing 
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Table 3 Per Capita consumption of wheat flour 

Y e a r 

1 

Consumption 
(metric tons) 

2 

P 
o 

(million) 
3 

Q 
(Kg/head). 

4 

1966 280,162 11.4 24.6 

1967 440,059 11.7 37.6 

1968 430,072 12.0 35.8 

1969 407,495 12.3 33.1 

1970 422,556 12.5 33.8 
1971 368,561 12.7 29.0 

1972 440,274 13.0 33.9 

1973 457,404 13.2 34.7 

1974 422,950 13.4 31.6 

Mean Q = 32.7 

Source: Column 2 - Food Department. Long tons were converted 
to metric tons using the conversion factor 1.016. 

Assumption: Wastage was considered negligible. 

Table 4 Per Capita consumption of rice and wheat flour. 

e a r Q 
Kg/head 

1966 122.3 
1967 125.5 

1968 129.7 
1969 129.1 
1970 134.2 
1971 • 129.3 
1972 127.3 
1973 122.5 
1974 124.2 

Mean Q = 127.1 
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15.94 measures. This works out at approximately 87 kg per. 
head per year. According to time series data, the figure 
for 1973 was 87 .8 kg. 

ii. 1969-70 Socio Economic Survey for Sri Lanka -
Department of Census and Statistics 

This survey showed that the estimated per capita con­
sumption of rice per month was 17.45 lb. This works out at 
approximately 95 kg per year, According to time series data, 
this figure for 1969 was 96 kg. The estimated per capita 
consumption of bread was 3 . 7 1 lb (or 2 .78 lb of wheat flour, 
assuming each pound of bread to contain 12 oz of flour). This 
works out to about 30 .8 kg per year. According to time series 
data, the figure for 1969 was 3 3 . 1 kg. 

From the above, it is seen that there is general agreement 
between per capita consumption figures calculated from time 
series data and cross-sectional data. 

1.3 Estimated consumption of rice for 1975 

In this attempt to assess the consumption requirements 
of rice for 1975, it is assumed that the disposable incomes 
of consumers will not change. Also, since cereals form a 
basic food and the price difference between a pound of rice 
and a pound of wheat flour on the ration has remained almost 
constant, it is assumed that consumption of either is not 
affected unless substantial price changes take place. Hence, 
the projected consumption of rice for 1975 will depend on 
the average per capita consumption of rice and the pro­
jected population. 

On an' estimated mid-year population of 13 .6 million and 
an estimated annual per capita consumption of 94 kg, the 
estimated consumption of rice for 1975 would be 1.278 million 
metric tons. In terms of paddy, this is equal to about 90 
million bushels. 

The estimated production of paddy for 1975 is about 55 
million bushels.1 Paddy required for seed purposes is 4 . 1 
million bushels (same estimate as for 1 9 7 4 ) . 

Paddy wastage in storage, transport and handling is 3% 
of production i.e. 1.65 million bushels. 

Therefore, net paddy available for consumption in 1975 
is ( 5 5 - 4 . 1 - 1 . 6 5 ) i.e. 49.25 million bushels. 

This represents about 55% of the national requirement 
(49 25 ) 
—gjij— x 100j and production has to be increased substanti­
ally in order to eliminate imports. However, this aspect 
will not be dealt with here, as it is beyond the scope of 
this study. 

"Wnistry of Agriculture and cross-checked with other sources. 
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1.4 E s t i m a t i o n o f S u r p l u s Paddy w i t h Paddy Farmers 

The n e t q u a n t i t y o f paddy a v a i l a b l e f o r consumpt ion 
i n 1975 i s e s t i m a t e d a t 49.25 m i l l i o n b u s h e l s . 

The e s t i m a t e d annua l consumpt ion o f paddy by paddy 
f a r m f a m i l i e s i s g i v e n by Number o f paddy f a r m f a m i l i e s x 
average h o u s e h o l d size-*- x A n n u a l p e r c a p i t a consumpt ion o f 
r i c e ( i n te rms o f p a d d y ) . 

= 757,500 x 5 .63 x 6 .2 b u s h e l s 
= 26 .44 m i l l i o n b u s h e l s 

Due t o n o n - a v a i l a b i l i t y o f d a t a , t h e number o f f a r m 
f a m i l i e s was a p p r o x i m a t e d by t a k i n g t h e number o f c u l t i - . 
v a t o r s o f paddy f r o m t h e Depar tment o f Census and S t a t i ­
s t i c s 1971 census o f p o p u l a t i o n p r e l i m i n a r y r e p o r t - May 
1 9 7 1 . T h i s w i l l t e n d t o s l i g h t l y o v e r - e s t i m a t e t h e f i g u r e . 
However, i t i s assumed t h a t t h i s w i l l be c o r r e c t e d by t h e -
i n c r e a s e i n paddy f a r m f a m i l i e s f r o m 1971 t o 1975. 

\ . 

On t h e assump t i on t h a t t h e consumpt ion r e q u i r e m e n t 
o f f a r m f a m i l i e s a re met f r o m t h e paddy t h e y p r o d u c e , t h e 
e s t i m a t e d s u r p l u s paddy w i t h t h e paddy f a r m f a m i l i e s w o u l d 
b e : 

49.25 - 26 .44 m i l l i o n b u s h e l s 

- 2 2 . 8 1 m i l l i o n b u s h e l s - 3 

i . e . t h e r e w i l l be an e s t i m a t e d 23 m i l l i o n b u s h e l s o f s u r -
p l u s paddy w i t h t h e paddy f a r m f a m i l i e s i n 1975. 

Due t o l a c k o f d a t a , i t has n o t been p o s s i b l e t o 
c a l c u l a t e t h e f a r m e r s ' r e n t payments i n t h e f o r m o f paddy , 
and a l s o t h e paddy g i v e n by them t o f r i e n d s and r e l a t i o n s . 
T h i s f u r t h e r d i m i n i s h e s t h e s u p p l y o f paddy a v a i l a b l e w i t h 
t h e f a r m e r s f o r c o l l e c t i o n . 

"'"Average household size for the rural sector - 1973 Consumer 
Finance Survey of the Central Bank. 

2 
Calculated from; the 1973 Consumer Finance Survey of the Central 

Bank (16.18 measures of rice per head per two months for the rural 
sector)} 1 metric ton of rice = 70.46 bushels of paddy. 

"̂ Since the. consumer subsidy for rationed rice is available to 
the producers as well, some farmers may consume the ration and dispose 
of part of their produce. Hence this figure could be slightly more. 



Chapter 2 

FACTORS INFLUENCING THE PURCHASE OF PADDY 
BY THE PADDY MARKETING BOARD 

1 Gene ra l 

As p o i n t e d o u t e a r l i e r , t h e Paddy M a r k e t i n g Board p u r ­
chases o f paddy as a p e r c e n t a g e o f e s t i m a t e d p r o d u c t i o n has 
d e c l i n e d p r o g r e s s i v e l y o v e r t h e l a s t t h r e e y e a r s . A c o n s i d ­
e r a b l e amount o f paddy l e a k s f r o m t h e f a r m e r o r t h e l a n d l o r d 
t o t h e open m a r k e t t h r o u g h p r i v a t e m a r k e t i n g c h a n n e l s . Hence 
t h e Paddy M a r k e t i n g Board has t o compete w i t h t h e p r i v a t e 
t r a d e r i n t h e c o l l e c t i o n o f paddy i n o r d e r t o have s u f f i c i e n t 
r i c e f o r d i s t r i b u t i o n on t h e r a t i o n by t h e Food Commiss ioner . 

2 F a c t o r s c o n t r i b u t i n g t o t h e s a l e o f paddy t o s o u r c e s 
o t h e r t h a n t h e PMB 

A. 

B. 

R e l a t i o n s h i p between t h e g u a r a n t e e d p r i c e f o r 
paddy and t h e open m a r k e t p r i c e 1 

As l o n g as t h e open marke t p r i c e rema ins above t h e GPS 
p r i c e o f paddy , f a rme rs n a t u r a l l y p r e f e r t o s e l l paddy 
t o t h e p r i v a t e d e a l e r . The open m a r k e t p r i c e s o f 
paddy and r i c e were as f o l l o w s a t t he t i m e o f t h e s t u d y , 

Table 5 The variation of open market prices of paddy 
and rice January - May 1975 

District 

Polonnaruwa (January) 
Kurunegala (March) 
Amparai (April) 
Kegalle (M a y) 

raddy (Rs. per bushel) 

50 - 65 
45 - 60 
50 - 60 
45 - 50 

(Rs. per°measure) 

.3.00 (average) 
3.25 - 3.75 
3.00 - 3.50 
3.25 - 3.75 

The guaranteed price paid by the Government was Rs.33/- per bushel. 

Cos t o f P r o d u c t i o n and GPS p r i c e 

A l m o s t a l l t h e f a r m e r s i n t e r v i e w e d c l a i m e d t h a t t h e 
GPS p r i c e i s i n a d e q u a t e t o meet t h e c o s t o f p r o d u c t i o n 
o f paddy . An a t t e m p t was t h e r e f o r e made t o c o l l e c t 
i n f o r m a t i o n f r o m these f a r m e r s on t h e i r p r o d u c t i o n c o s t s . 

A l t o g e t h e r t w e n t y - f o u r f a r m e r s were i n t e r v i e w e d i n f o u r 
d i s t r i c t s i n o r d e r t o o b t a i n d a t a w h i c h a l t h o u g h may n o t 
be r e p r e s e n t a t i v e , g i v e s a g e n e r a l i d e a . The d a t a c o l ­
l e c t e d f o r Maha 1974/75 i s g i v e n i n Tab le 6 . 

Paddy Marketing Board also sells rice off the ration (see 
Appendix VIII). 
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Table 6 The Cost of Production of Paddy per acre of 24 farms 
in the 4 districts studied - Maha 1974/75 

District 1 
Polonnaruwa Amparai Kurunegala''" Kegalle 

Average holding size (acres) 5 10 1 ' 1 
Number of farmers 3 9 5 7 

Average cost of material inputs 
and operation per acre 

Seed paddy .. . • 115.40 130.00 90.00 90.00 
Land preparation, bunding 

348.00 and sowing 244.34 297.OO 
/ 

200.00 348.00 
Transplanting.. 264.00 / 315.00 139.OO 
Fertiliser 324.00 266.00 344.00 162.00 
Handweeding and weedicides/ 
pesticides and insecticides 145.85 198.OO .35.00. 64.00 

Harvesting 110.43 88.OO 130.00 74.00 
Threshing, transport and 
winnowing 137.13 244.00 150.00 86.00 

Tending and watching - 256.00 -Acreage tax .. .. 4.60 6. CO 6.00 6.00 

Average Cost/acre 1,345.75 1,485.00 l,270.O0 969.00 
Average yield (bu/ac) . ̂  70 53 42 53 
Average Cost/bushel 19.22 28.00 30.25 18.28 
Profit/bushel,( Rs ) .; 13.78 5.00 2.75 14.72 

GPS price of paddy = Rs.33.00 per bushel 

The cost per bushel varied from Rs.17.00 in Kegalle to Rs.30.00 in 
Kurunegala. The cost per acre on an average varied-from Rs.825.00 in 
Kegalle to Rs.1,300.00 in Amparai. 

The above analysis indicates that the GPS price (Rs.33.00 per bushel) 
is higher than the cost of production per bushel, which is contrary to 
what the farmers had to say. 

The cost per bushel of paddy for Maha 1972/73 for Polonnaruwa and 
Kurunegala Districts were Rs.8.85 and Rs.11.49 respectively. Izumi and 
Ranatunga, Cost of Production of Paddy Maha 1972/73, ARTI, April, 1974. 
This was when the GPS price of paddy was Rs.18.00 per bushel and the cost 
of fertiliser formed only about 8% of the total cost. 

http://Rs.17.00
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I n s t i t u t i o n a l F a c t o r s 

Problems a t t h e C o - o p i r a t i v e s 

The Paddy M a r k e t i n g Foard pu rchases paddy t h r o u g h 
i t s p u r c h a s i n g agen ts - t h e C o - o p e r a t i v e s . However, a 
number o f s h o r t c o m i n g s i n t he C o - o p e r a t i v e s a c t as i m p e d i ­
ments t o t he c o l l e c t i o n o f paddy . They a r e : 

(a) P u r c h a s i n g i s r e s t r i c t e d t o s p e c i f i c days 

C o - o p e r a t i v e s do n o t accep t paddy on c e r t a i n d a y s . 
T h i s may p r e v e n t t h e f a r m e r s f r o m s e l l i n g t h e i r p roduce 
t o C o - o p e r a t i v e s a t che t ime most c o n v e n i e n t t o t h e m . T h i s 
p a r t i c u l a r l y a f f e c t s t he s m a l l e r f a r m e r who can t a k e h i s 
p roduce t o t h e C o - o p e r a t i v e o n l y when t r a n s p o r t i s a v a i l ­
a b l e . These f a r m e r s t h e r e f o r e p r e f e r t o s e l l t h e i r paddy 
t o p r i v a t e t r a d e r s . 

(b) I n s u f f i c i e n t ca^h t o pay t h e f a r m e r s 

The b ranch C o - o p e r a t i v e s o b t a i n cash f r o m t h e i r 
p r i m a r y C o - o p e r a t i v e s t o pay t h e f a r m e r s . There a r e d e l a y s 
i n t h e p r i m a r y C o - o p e r a t i v e s s e n d i n g cash +-0 t h e i r b r a n c h e s , 
due t o : 

i . t h e i r u n s a t i c f a c t o r y l i q u i d i t y p o s i t i o n ; 
i i . t h e Banks h a v i n g sucpenced t h a g r a n t i n g o f 

m a r k e t i n g loans t o them u n t i l t h e i r e a r l i e r 
commitments a re s e t t l e d ; and 

i i i . t h e remoteness o f t h e b l a n c h e s f r om t h e i r p r i m a r i e s . 

Some branches t r y t o - je t o v e r t h i s p r o b l e m by tempo­
r a r i l y p a y i n g o u t o f t h e i r d a y ' s c o l l e c t i o n , b u t t h e i r 
d a i l y c o l l e c t i o n s a re o f t e n i n a d e q u a t e t o b r i d g e t h e gap. 

Farmers need ii>vacd.lat2 cash t o s e t t l e t he l o a n s t h e y 
have t a k e n f o r t h e i r c u l t i v a t i o n as i n t e r e s t on p r i v a t e 
s h o r t - t e r m l oans i s v e r y h i g h , and a l s o f o r d o m e s t i c pu rposes 
Hence, any d e l a y s i n paymant w : . l l encourage f a r m e r s t o s e l l 
t h e i r paddy t o t h e p r i v a t e t r a d e r s . 

(c) De lays a t t h e Co -cpe re . t i ves 

The f a r m e r s have t o w a i t u n n e c e s s a r i l y l o n g p e r i o d s 
a t t he C o - o p e r a t i v e s t o comp le te t h e i r t r a n s a c t i o n s due t o : 

i . c o n g e s t i o n a t t he C o - o p e r a t i v e s caused by -
1. l a c k c f o i e r ^ g e spr.ee f c r paddy , p a r t i c u l a r l y 

d u r i n g t h e h a r v e s t p e r i o d s ; 
2. t h e c o n q ^ s t i o n a t t he Food C o m m i s s i o n e r ' s S t o r e s , 

caused by i n c o m i n g sh ipments o::' r i c e and f l o u r d u r i n g t h e 
l o c a l h a r v e s t i n g p e r i o d u p s e t !:he m i l l i n g programme o f t h e 
Paddy M a r k e t i n g Boaral. T h i s , :.n t u r n causes c o n g e s t i o n a t 
t h e Paddy M a r k e t i n g Board S t o r e s and t h e C o - o p e r a t i v e s ; 

3 . r e j e c t i o n o f poo r q u a . l i t y paddy a t t h e Paddy M a r k e t ­
i n g Board S t o r e s . The common o b j e c t i v e ' o f t h e f a r m e r s and 

http://spr.ee


t h e C o - o p e r a t i v e s i s t o g e t q u i c k money - f a r m e r s f o r 
t h e i r p roduce and t h e C o - o p e r a t i v e s t h e i r commiss ions . 
W i t h t h i s o b j e c t i v e p r e d o m i n a t i n g , v e r y l i t t l e a t t e n t i o n 
i s p a i d t o t h e q u a l i t y o f paddy . Purchases o f p o o r 
q u a l i t y paddy r e s u l t i n t h e r e j e c t i o n o f t h e paddy a t 
t h e Paddy M a r k e t i n g Board S t o r e s . Fo r i n s t a n c e , a t t h e 
C o - o p e r a t i v e s , t h e m o i s t u r e c o n t e n t i s d e t e r m i n e d by 
t o u c h and appearance whereas a t t h e Paddy M a r k e t i n g Board 
S t o r e s m o i s t u r e me te rs a re used . Hence, t h e r e i s a l i k e l i ­
hood o f t h e paddy b e i n g r e j e c t e d by t h e Paddy M a r k e t i n g 
Boa rd . 

i i . i n a d e q u a c y o f s t a f f t o h a n d l e l a r g e s t o c k s o f paddy 
d u r i n g t h e peak h a r v e s t i n g p e r i o d s ; 

i i i . i n a d e q u a c y o f gunn ies t o s t o r e t h e paddy ; 
i v . i n a d e q u a t e f a c i l i t i e s t o t r a n s p o r t t h e paddy t o 

t h e Paddy M a r k e t i n g Board S t o r e s ; and 
v . t e s t i n g d e v i c e s f o r paddy a t t h e C o - o p e r a t i v e s : 

The s p e c i f i c a t i o n s r e l a t i n g t o t h e q u a l i t y o f paddy 
t o be pu rchased and t h e change o v e r f r om volume t o 
w e i g h t i n t h e pu rchase o f paddy i n v o l v e t h e use o f 
an i n s t r u m e n t t o measure t h e r e f r a c t i o n and a w e i g h ­
i n g s c a l e . (They do n o t have m o i s t u r e m e t e r s ) . 
The accep tance o f paddy a t t h e C o - b p e r a t i v e s u s i n g 
t hese i n s t r u m e n t s w i l l n a t u r a l l y t a k e some t i m e . B u t 
t h e f a r m e r s c o n s i d e r t h i s as a f o r m o f h a r a s s m e n t , 
p a r t i c u l a r l y when t h e p r i v a t e t r a d e r s r a i s e f e w e r 
d i f f i c u l t i e s a b o u t . q u a l i t y s p e c i f i c a t i o n s t h a n t h e 
C o - o p e r a t i v e s . T h i s u n a v o i d a b l e d e l a y c o u l d be. o f f -
s e t by s t r e a m l i n i n g t h e C o - o p e r a t i v e p u r c h a s i n g sys tem 
and e l i m i n a t i n g o r m i n i m i s i n g t h e a v o i d a b l e d e l a y s 
caused by f a c t o r s men t i oned above . 

D i f f i c u l t i e s i n o b t a i n i n g c r e d i t f r om 
I n s t i t u t i o n a l Sources 

I n a l m o s t a l l t h e d i s t r i c t s s t u d i e d , f a r m e r s c o m p l a i n 
t h a t t h e y e n c o u n t e r e d p rob lems i n o b t a i n i n g c r e d i t f r o m 
i n s t i t u t i o n s . I n s t i t u t i o n a l c r e d i t i s e i t h e r n o t a v a i l a b l e 
i n t i m e t o t h e f a r m e r s o r i s i n s u f f i c i e n t t o meet f a r m 
expenses . Farmers t h e r e f o r e bo r row f r o m p r i v a t e d e a l e r s . 
Sometimes f a r m e r s o b t a i n c r e d i t f r o m t h e s e sources by 
m o r t g a g i n g t h e i r c r o p s . Thus , i m m e d i a t e l y a f t e r t h e 
h a r v e s t t h e p r i v a t e d e a l e r s c o l l e c t t h e f a r m e r s ' p roduce 
i n o r d e r t o r e c o v e r l o a n s . 

O t h e r F a c t o r s 

(a) A t t i t u d e s o f Farmers towards t h e C o - o p e r a t i v e s 
Some C o - o p e r a t i v e p e r s o n n e l a r e n o t r e s p o n s i v e t o 

f a r m e r s ' g r i e v e n c e s . Lack o f a sense o f d e d i c a t i o n and 
s e r v i c e t o t h e f a r m e r s r e s u l t s i n d i s c o u r a g i n g them f r om 
s e l l i n g t h e i r paddy t o t h e C o - o p e r a t i v e s . Most p r i v a t e 
t r a d e r s a re f r o m t h e same a r e a i n w h i c h t h e f a r m e r s l i v e . 
The f a r m e r s c o n s i d e r t h a t by s e l l i n g paddy t o t h e p r i v a t e 
t r a d e r t h e y can e n j o y a s c e r t a i n amount o f s o c i a l and o t h e r 
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b e n e f i t s such as g e t t i n g loams (athamaru) a t t h e t i m e t h e y 
need i t . Hence t h e y c o n s i d e r t h a t t h e y a re s o c i a l l y o b l i g e d 
t o s e l l t h e i r paddy t o t h e p r i v a t e t r a d e r s . 

(b) Exposure t o unsc rupu lous o f f i c i a l s 

The f a r m e r s a re exposed t o u n s c r u p u l o u s o f f i c i a l s 
due t o : 

i . t h e i r u n f a m i l i a r i t y w i t h v a r i o u s i n s t r u m e n t s used 
a t t he C o - o p e r a t i v e s f o r accep tance o f paddy ; and 

i i . absence o f m o i s t u r e me te rs a t t h e C o - o p e r a t i v e s 
t o d e t e r m i n e t h e m o i s t u r e c o n t e n t . T h i s i s d e t e r ­
mined a t p r e s e n t by t o u c h and appea rance , w h i c h i s 
v e r y s u b j e c t i v e . 

(c) U n c e r t a i n t y o f t h e quantum o f r i c e on t h e r a t i o n 

The r i c e r a t i o n has changed q u i t e f r e q u e n t l y o v e r t h e 
l a s t two y e a r s (see Chap te r 1 ) . T h i s u n c e r t a i n t y i n t h e 
r i c e r a t i o n may prompt t h e f a r m e r t o r e t a i n more paddy i n 
s t o c k f o r consumpt ion i n case t h e r a t i o n i s reduced-

fd) T r a n s p o r t o f paddy t o t h e C o - o p e r a t i v e 

The f a r m e r s i n d i c a t e d t h a t t hey have t o bea r t h e 
t r a n s p o r t c o s t f o r s e l l i n g paddy t o t h e C o - o p e r a t i v e s , 
w h i l e t he p r i v a t e d e a l e r v i s i t s t h e f a r m g a t e td pu r chase 
t h e paddy. 



Chapter .3 

THE NATURE OF THE OPEN MARKET OPERATIONS 
DUPING THE PERIOD OF RESTRICTION ON 

THE MOVEMENT OF PADDY AND R I C E 1 

A t t h e t i m e o f t h e s t u d y t h e r e g u l a t i o n s r e s t r i c t i n g t h e 
movement o f paddy and r i c e were i n f o r c e . Of t h e f o u r 
d i s t r i c t s s t u d i e d , t h e open marke t o p e r a t i o n s were most 
o r g a n i s e d i n t h e Ku runega la D i s t r i c t . T h i s i s because 
Ku runega la i s a l a r g e paddy f a r m i n g d i s t r i c t , b o r d e r e d 
by u rban d i s t r i c t s l i k e Colombo and Kandy. I t has a i s o 
a good r a i l - r o a d n e t w o r k t o f a c i l i t a t e t h e s e o p e r a t i o n s . 
S u r p r i s i n g l y , K e g a l l e b e i n g a d i s t i n c t i v e d e f i c i t d i s t r i c t , 
had i t s sha re o f open m a r k e t o p e r a t i o n s t o o . Most o f t h e 
f a r m e r s s o l d t h e i r s u r p l u s paddy t o t r a d e r s . These t r a d e r s 
c o u l d e a s i l y t r a n s p o r t t h i s paddy t o p l a c e s l i k e Colombo, 
Kandy, e t c . , s i n c e no b a r r i e r s o p e r a t e d . 

The modus operandi o f t h e open m a r k e t a c t i v i t i e s i s 
g i v e n be low : 

(a) I n d i v i d u a l T r a d e r s 

I n d i v i d u a l t r a d e r s , f r om b o t h w i t h i n and o u t s i d e 
t h e v i l l a g e buy t he paddy f r om t he f a r m e r s a t t h e Kamatha 
o r f a r m g a t e i t s e l f . T h i s i s m i l l e d i n t o r i c e and t r a n s ­
p o r t e d t o d e f i c i t a reas l i k e Colombo, Kandy, J a f f n a and 
o t h e r u p - c o u n t r y a reas by t r a i n f r o m s t a t i o n s l i k e P o l g a h a -
w e l a , P o t u h e r a , K u r u n e g a l a , We i l awa , Ganewat te , Maho and 
Galgamuwa i n t he Ku runega la D i s t r i c t and s t a t i o n s l i k e 
Kadugannawa, Rambukkana and Ambepussa i n t h e K e g a l l e D i s t r i c t . 
R i ce i s t r a n s p o r t e d i n s m a l l q u a n t i t i e s r a n g i n g f r o m 64 l b 
t o 160 l b a t a t i m e . The Paddy M a r k e t i n g Board conduc ts a 
number o f r a i d s on t h e t r a i n s , buses and o t h e r v e h i c l e s 
s u s p e c t e d o f c a r r y i n g r i c e and a l s o on m i l l s . Fo r i n s t a n c e , 
i n Ku runega la D i s t r i c t , t h e Paddy M a r k e t i n g Board r a i d s 
showed t h a t 60% o f t r a f f i c k i n g i n r i c e was done i n t r a i n s , 
10% i n buses and t h e b a l a n c e i n o t h e r v e h i c l e s l i k e l o r r i e s , 
vans and c a r s . 

"''Restrictions on the open market drive the sale of paddy underground, 
and it is believed that the cost of subterfuge and risk are passed on to 
the consumer resulting in higher prices of rice retailed outside the ration 
scheme. The immediate result of removing the restrictions on the transport 
of rice and paddy (October 1975), has been a noticeable drop in the 
retail price of rice to the Urban Consumer. The full extent of the 
change can only be assessed over a period during which the total avail­
ability of rice (and substitutes such as flour), is likely to be the 
controlling factor. 

14 



15 

(b) Private Quota Millers 

The private quota millers make use of the law for 
their open market operations. The regulations permit a 
farmer to keep a quantity of paddy equal to his own produc­
tion in his house. The quota miller buys the farmer's 
paddy at a price higher than the GPS price and then keeps 
this paddy in the farmer's house itself, paying him a 
"storage" fee. The miller obtains part of his quota of 
paddy from the Paddy Marketing Board Stores, mills this 
quantity and sells in the open market while at the same 
time replacing this quantity of paddy with a similar 
quantity of paddy from his "store" — the farmer's house! 
The miller is well within the law, as the quantity of 
paddy with him at any given moment does not exceed the 
quota he gets from the Paddy Marketing Board. 

(c) Others 

There are others, particularly women, who indulge 
in the rice trade purely as a livelihood. They buy a 
few bushels or measures of paddy from the farmers or 
traders at a price higher than the GPS price, convert 
this into rice in their houses,and then sell in public 
places like the T?olas3 bus stands and market places. 



Chapter 4 

PROCESSING OF PADDY AND QUALITY OF R ICE 1 

4 . 1 The number o f r e g i s t e r e d m i l l s i n 1972 and t h e number 
f u n c t i o n i n g as a t May 1975, were 257 and 144 r e s p e c t i v e l y , 
(Tab le 7 ) . T h i s shows a d rop o f abou t 44% i n May 1975 as 
compared t o t h e 1972 f i g u r e . T h i s c h a p t e r a n a l y s e s t h e 
reasons f o r t h e r e d u c t i o n i n t h e number o f m i l l s and seeks 
t o assess t h e a p p r o x i m a t e p r o f i t s o f some o f t h e m i l l e r s 
who a re s t i l l f u n c t i o n i n g . The f a c t o r s a f f e c t i n g t h e 
q u a l i t y o f r i c e i s a l s o examined. 

Table 7 Distribution of Registered Mills in 1972 
and in May 1975 

No. of registered mills No.of mills functioning 
in 1972 as at May 1975 PMB 

District 
region 

Pri­
vate PMB Co-op Total 

Pri­
vate PMB Co-op Total 

Kegalle Ratna- 8 - 2 10| 7 - 2 9) 

Ratnapura pura 17 - - 17) 18 — — 18) 
Kurunegala Kurune­

gala 62 2 . 1 65 19. 2 1 22 

Amparai Amparai 59 1 - 60 34 . 1 - 35 

Polonnaruwa Polon- 100 2 3 105 56 2 2 60 
noruwa 

ft 
Source: PMB Statistics Division and PMB Regional'Managers' 

Offices in the districts. 

"The Paddy Marketing Board is constructing four milling complexes 
at Hasalaka, Galgamuwa, Polonnaruwa and Inginiyagala for storing, drying 
and milling of paddy in large quantities. Each complex has about 12 
Silos, and has a storage capacity of about 5,800 tons. The milling 
capacity of each complex will be 2 tons of paddy per hour or about 10-11 
thousand tons per year (working 2 eight-hour shifts a day). Therefore, 
the four complexes will be able to mill about 40 to 44 thousand tons of 
paddy per year. According to the Paddy Marketing Board, the estimated 
collection of paddy for 1975 is about 11 million bushels, i.e. about 
226 thousand tons of paddy. The operating capacity of the four milling 
complexes will be about 18-20 per cent of the estimated Paddy Marketing 
Board collection for 1975. 

16 
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T a b l e 8 shows t h e average m i l l i n g p e r i o d i n r e s p e c t o f 
m i l l e r s f u n c t i o n i n g i n 1974. I n a r r i v i n g a t t h i s , t h e 
f o l l o w i n g assumpt ions have been made: 

(a) t h e m i l l e r s f u n c t i o n i n g a t p r e s e n t , f u n c t i o n e d 
i n 1974, as w e l l ; 

(b) t h e m i l l e r s were g i v e n quo tas o n l y f r om t h e paddy 
pu rchased by t h e Paddy M a r k e t i n g Board i n t h e 
r e s p e c t i v e d i s t r i c t s i n 1974, e x c e p t i n t h e 
K e g a l l e D i s t r i c t ^ ; 
a ' d a y ' r e f e r s t o e i g h t hou rs o f work (one s h i f t ) (c.) 

Table 8 Average Milling period per Mill for each 
district in 1974 

No. of PMB paddy Average Average quantity Average 

District mills purchases milling of paddy avail­ Milling 
District funct­ in 1974 capacity able for milling period per 

ioning (million per mill per Mill in 1974 Mill 1974 ioning 
bushels) (bushels) (million bushels) Days Montns 

1 2 3 4 ' 5 6 

Kegalle ) 27 1.081 300 0.040 133 4.5 
Ratnapura) 27 

Kurunegala 22 1.096 300 0.050 166 5.5 

Amparai 34* 2.772 300* 0.082 273 9.0 

Polonnaruwa 60 4.075 300 0.068 227 7.5 

Sources: Colomn 3 - PMB Statistics Division 
Column 4 - PMB Milling Section 

* The Paddy Marketing Board Mill at Chavalakadai in Amparai District 
which has a capacity to mill about 165 bushels of paddy per hour has 
been excluded here. Its inclusion would have the effect of reducing the 
average milling period. 

2 Some reasons f o r decrease i n t h e number 
o f r e g i s t e r e d m i l l e r s 

1 . T a b l e 8 shows t h a t i n 1974 t h 
v a r i e d f r o m abou t 4% months i 
i n A m p a r a i , assuming an ave ra 
b u s h e l s p e r e i g h t - h o u r day pe 
much m i l l i n g c a p a c i t y i s unde 
income f o r m i l l i n g i s depende: 
m i l l e d ( f o r raw m i l l i n g R s . l . 
m i l l e d and f o r p a r - b o i l m i l l i 
m i l l e d ) , t hose m i l l e r s , whose 
s u f f i c i e n t t o c o v e r t h e m i l l i 
p r o f i t marg ins a r e i n a d e q u a t e 
c o s t s , w i l l cease t o f u n c t i o n 

e average m i l l i n g p e r i o d 
n K e g a l l e t o a b o u t 9 months 
ge m i l l i n g c a p a c i t y o f 300 
r m i l l . T h i s shows t h a t 
r - u t i l i s e d . A l s o , s i n c e 
n t on t h e q u a n t i t y o f paddy 
25 p e r 100 l b o f paddy 
:ng R s . 2 . 3 5 p e r 100 l b . 

income f r o m m i l l i n g i s i n -
ng c o s t s o r t h o s e whose 

t o cove r t h e i n v e s t m e n t 

•"•Millers in the Kegalle and Ratnapura Districts drew their quotas 
of paddy from the paddy produced in either or both of these two districts, 
depending on the availability of stocks. 
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2 . A l l m i l l e r s a r e c a l l e d upon t o f u r n i s h h i g h bank 
g u a r a n t e e s t o t h e Paddy M a r k e t i n g B o a r d . When t h e 
v a l i d i t y p e r i o d o f t h e s e gua ran tees e n d , t h e l e s s 
a f f l u e n t m i l l e r s a r e unab le t o renew them; 

3. M e c h a n i c a l d e f i c i e n c i e s o f m i l l i n g equ ipment and t h e 
h i g h c o s t o f m a t e r i a l s o r t h e l a c k o f p a r t s f o r r e p a i r 
and r e n o v a t i o n s . 

4 . 3 Cos ts and Income 

I n a d d i t i o n t o t h e u s u a l m i l l i n g c o s t s l i k e l a b o u r , 
e l e c t r i c i t y , d i e s e l , eng ine o i l , s e r v i c i n g c o s t s , r u b b e r 
r o l l e r s and so o n , t h e m i l l e r s i n c u r l o s s e s on t h e t r a n s ­
p o r t charges p a i d t o them by t h e Paddy M a r k e t i n g Board 
and on t h e payment f o r gunn ies by t h e Food Depa r tmen t . 
T r a n s p o r t charges l e v i e d by p r i v a t e l o r r y owners v a r y 
w i t h i n t h e d i s t r i c t as w e l l as f r o m d i s t r i c t t o d i s t r i c t . 
The p r i c e o f gunn ies t o o v a r i e s f r o m d i s t r i c t t o d i s t r i c t 
and i s h i g h e r t h a n t h e p r i c e p a i d by t h e Food Depar tmen t . 
The l o s s e s i n c u r r e d p e r gunny f o r each d i s t r i c t a r e g i v e n 
b e l o w : 

R s . c t s 
K e g a l l e . 40 ; p e r gunny 
Ku runega la 1.00 " " 
Ampara i .95 " " 
Po lonnaruwa 1.30 " " 

I n o r d e r t o a s c e r t a i n t h e p r o f i t s o f t h e m i l l e r s , 
f o u r m i l l s i n each d i s t r i c t were s t u d i e d . The i n f o r m a t i o n 
g i v e n by some o f t h e m i l l e r s was v e r y u n r e l i a b l e and had-
t o be r e j e c t e d . The n e t p r o f i t s o f o t h e r m i l l s were 
c a l c u l a t e d f r o m t h e d a t a g i v e n by them and a re g i v e n b e l o w . 
I t i s however r e a s o n a b l e t o e x p e c t t h e c o s t s t o be s l i g h t l y 
o v e r s t a t e d and income u n d e r s t a t e d . 

Table 9 

District 

Approximate Net Profits of Millers 
Approx. profit 

Approx.(calculated) per month as 
net profit per mill stated by the 
per 1,000 lb of millers them-
paddy milled selves 

(Rs) " (Rs) 

Type of Quantity of 
milling paddy milled 

per month 

Kegalle Par-boiled 

(lb) 

82,800 -
220,800 * 

Kurunegala Par-boiled 338,360 
Amparai Raw 368,000 
Polonnaruwa Raw 600,000 

5,50 - 13.OO 

6.00 
4.00 - 4.75 

4.50 

500 - 2,000 

1,500 
1,000 - 1,500 

2,000 

* Volume measure (bushels) converted to pounds 
I bushel = 46 lb 



I n c a l c u l a t i n g t h e p r o f i t m a r g i n s o f t h e m i l l e r s i t 
was assumed t h a t : 

i . o n l y t h e s t i p u l a t e d o u t - t u r n o f 71% (when paddy 
i s pu r chased by w e i g h t ) and 51% (when paddy i s 
pu r chased by volume) was o b t a i n e d ; 

i i . t h e l o s s on gunny bags and t r a n s p o r t were t r e a t e d 
as " c o s t s " ; 

i i i . t h e b r a n was s o l d by t h e M i l l e r s and t h e p roceeds 
f r o m i t were t r e a t e d as income-

However, some m i l l e r s , were h o n e s t enough t o a d m i t 
t h a t t h e y c o u l d g e t o u t - t u r n s o f up t o 73%, depend ing on 
t h e q u a l i t y o f paddy s u p p l i e d . 

T a b l e 10 shows t h e e s t i m a t e d a d d i t i o n a l income ea rned 
by t he m i l l e r s i f an o u t - t u r n h i g h e r t h a n t h e s p e c i f i e d 71% 
(o r 51% i n t h e case o f pu rchases by volume) i s o b t a i n e d and 
i f t h e r e s u l t i n g excess r i c e i s s o l d a t t h e p r e v a i l i n g open 
m a r k e t p r i c e s . 

Table 10 Estimated additional income earned by the millers 
(for out-turns higher than 71% or 51%) 

Approx. 
Paddy quota Open market Type Addl.income Addl. 

District Out-. per month price of rice of per 1000 lb Income 
turn (per measure) • Mil­ of paddy per 

ling milled month 
% (lb) Rs Rs Rs 

Kegalle 52* 82,800 - 2,000 -
220,800 3.50 par-boil 24.35 5,000 

53; 3.50 48.70 4,000-
10,000 

Kurunegala 72 338,360 3.50 . par-boil 17.50 6,000 
73 3..50 35.00 12,000 

Amparai 72 368,000 3.OO Raw 15.00 5,500 
73 3.00 30. OO 11,000 

Polonnaruwa 72 600,000 3.00' Raw 15.00 9,000 
73 3.00 30.00 18,000 

* In Kegalle the stipulated out-turn is 51% as paddy is 
purchased In bus'iels: 1 bushel'of paddy - 46 lb. 

The t e c h n i c a l f e a s i b i l i t y o f o b t a i n i n g an o u t - t u r n o f 
r i c e h i g h e r t h a n t he s t i p u l a t e d p e r c e n t a g e s w i t h t h e o t h e r 
r e q u i r e d s p e c i f i c a t i o n s and s t a n d a r d s b e i n g m a i n t a i n e d was n o t 
examined as i t was .beyond t h e scope o f t h i s s t u d y . However, 
t h e q u a l i t y o f p a r t o f t h e r i c e a c c e p t e d a t some Food Depar tment 
S t o r e s , was so i n f e r i o r t h a t i t c o u l d be s u r m i s e d t h a t t h e m i l ­
l e r s o b t a i n e d t hese h i g h e r o u t - t u r n s a t t h e expense o f q u a l i t y . 
T h i s w o u l d be p o s s i b l e by r e d u c i n g t h e p o l i s h on t he r i c e . 
Most m i l l s v i s i t e d d i d n o t have p o l i s h i n g machines and t h o s e 
w h i c h had were f o u n d to be n o t f u n c t i o n i n g o r needed r e p a i r s . 
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4.4 Q u a l i t y o f R i ce and Paddy 

The Government endeavours t o ensure tie s u p p l y o f good 
q u a l i t y r i c e t o t h e consumers on t h e r a t i o n , b u t when t h e 
m i l l e r s s u p p l y p o o r q u a l i t y r i c e w i t h t h e conn i vance o f 
c o r r u p t o r n e g l i g e n t o f f i c i a l s , t h e Government as w e l l as . 
t h e consumers a r e c h e a t e d . The r o l e and r e s p o n s i b i l i t i e s 
o f t h e r e s p e c t i v e p a r t i e s f r o m t h e t i m e paddy i s pu rchased 
up t o t he t i m e t h e r i c e i s i s s u e d t o t h e consumers s h o u l d 
be e s t a b l i s h e d . By v i r t a e o f t h e f a c t t h a t t h e p r i v a t e 
m i l l e r s a re t h e h i r e d employees o f t h e Paddy M a r k e t i n g 
B o a r d , a t l e a s t t h e o r e t i c a l l y , t h e Paddy M a r k e t i n g Board 
i s r e s p o n s i b l e f o r t h e r i c e t a k e n t o t he Food Depar tment 
S t o r e s . However, i n p r a c t i c e , any i n f l u e n c e o f t h e Paddy 
M a r k e t i n g Board ceases f r o m t h e t i m e t h e p r i v a t e m i l l e r s 
remove t h e i r quo tas o f paddy f r o m t h e Paddy M a r k e t i n g 
Board S t o r e s . 

There a re two reasons f o r t h e s u p p l y and accep tance o f 
p o o r q u a l i t y r i c e : 

i . l a c k o f adequate s u p e r v i s i o n o f t h e m i l l e r s ; and 
i i . s u b j e c t i v i t y o f t h e t e s t s f o r a c c e p t i n g r i c e a t 

t h e Food Depar tment S t o r e s , even though t h e Food 
Commiss ioner has l a i d down r i g i d s p e c i f i c a t i o n s 
f o r m o i s t u r e c o n t e n t , degree o f p o l i s h , b r o k e n 
seeds , e t c . l I n s p i t e o f t hese r i g i d s p e c i f i ­
c a t i o n s t h e s t o r e s have o n l y m o i s t u r e m e t e r s . 
These m o i s t u r e me te rs a r e o f S c o t t i s h make w h i l e 
t he m o i s t u r e mete rs used i n t h e Paddy M a r k e t i n g 
Board S t o r e s f o r a c c e p t i n g paddy a r e o f Japanese 
make. The use o f n c n - s t a n d a r d i s e d me te rs a f f e c t s 
t h e measures o f m o i s t u r e c o n t e n t . R i ce o r paddy 
r e j e c t e d by a s t a n d a r d i n s t r u m e n t may have a 
chance o f b e i n g a c c e p t e d when t e s t e d w i t h a l e s s 
a c c u r a t e i n s t r u m e n t . On ly t h e use o f s t a n d a r d i s e d 
i n s t r u m e n t s a t t h e Food Depar tment S t o r e s , t h e 
Paddy M a r k e t i n g Board and t h e C o - o p e r a t i v e s w o u l d 
e l i m i n a t e t h e pu rchase o f s u b - s t a n d a r d paddy and 
r i c e . \ 

I t was a l s o obse rved t h a t t h e method o f s t a c k i n g o f 
paddy a t t h e Paddy M a r k e t i n g Board S t o r e s and r i c e a t t h e 
Food Depar tment S t o r e s l e f t much t o be d e s i r e d . The 
p o l i c y t h a t t h e s t o c k s coming i n f i r s t have to_ be moved 
o u t f i r s t was obse rved i n t h e n e g a t i v e due t o improper , 
s t a c k i n g . T h i s r e s u l t s i n t h e d e t e r i o r a t i o n o f t h e o l d e r 
s t o c k s c a u s i n g wastage as w e l l as l o s s i n q u a l i t y . 

See Appendix IX 



SUMMARY AND CONCLUSIONS 

I t i s f o r e c a s t t h a t t h e p e r c a p i t a consumpt ion o f r i c e 
and wheat f l o u r i n 1975 w i l l s t a b i l i s e a round 94 kg and 
t h e b a l a n c e o f c e r e a l r e q u i r e m e n t (30-35 k g ) , t o meet t h e 
opt imum recommended by t h e M e d i c a l Research I n s t i t u t e f o r 
n u t r i t i o n a l pu rposes w i l l be met f r o m wheat f l o u r . ' The 
average a n n u a l p e r c a p i t a consumpt ion o f wheat f l o u r f o r 
t h e p e r i o d 1966-1974 was 32., 7 k g . Based on t h e above p e r 
c a p i t a consumpt ion o f r i c e , t h e e s t i m a t e d consumpt ion 
r e q u i r e m e n t o f r i c e f o r 1975 w o u l d be 1.278 m i l l i o n , m e t r i c 
t o n s o r 90 m i l l i o n b u s h e l s o f paddy. C o n s i d e r i n g t h e 
e s t i m a t e o f paddy p r o d u c t i o n f o r 1975 and a l l o w i n g f o r seed 
paddy r e q u i r e m e n t s and w a s t a g e , t h i s r e p r e s e n t s abou t 55% 
o f t h e n a t i o n a l requ i remen t . , The e s t i m a t e d s u r p l u s paddy 
a v a i l a b l e w i t h t h e paddy f a r m f a m i l i e s f o r d i s p o s a l i n 1975 
w i l l be abou t 23 m i l l i o n b u s h e l s . 

A l t h o u g h i n law t he Paddy M a r k e t i n g Board i s t h e s o l e 
l e g a l buye r o f paddy , t h e f a c t o r s c o n t r i b u t i n g t o t h e s a l e 
b f some paddy i n t he open m a r k e t a re as f o l l o w s : 

A c c o r d i n g t o t he f a r m e r s i n t e r v i e w e d , paddy i s s o l d 
i n t h e open m a r k e t because -• 

(a) t he open marke t p r i c e i s much h i g h e r t h a n t h e 
GPS p r i c e ; 

(b) ! t he c o s t o f p r o d u c t i o n i s h i g h e r t h a n t h e 
GPS p r i c e ; 

(c) o f d e f i c i e n c i e s i n t h e i n s t i t u t i o n s as w e l l as t h e 
u n h e l p f u l a t t i t u d e o f some o f t h e o f f i c i a l s i n v o l v e d . 

A n a l y s i s o f t he c o s t o f p r o d u c t i o n i n t h i s s t u d y shows 
t h a t t he p r e s e n t GPS p r i c e o f R s . 3 3 . 0 0 p e r b u s h e l i s adequate 
t o c o v e r t h e p r o d u c e r s ' c o s t s and a l s o t o g i v e them a p r o f i t 
m a r g i n . The o p e r a t o r s ' o v e r a l l p r o f i t w i l l o b v i o u s l y be 
s m a l l i f t he l a n d a rea , o p e r a t e d i s l i m i t e d o r h i s p r o d u c t i o n 
methods i n e f f i c i e n t . He w i l l t h e r e f o r e seek t h e h i g h e s t 
p o s s i b l e p r i c e f o r h i s meagre s u r p l u s . The reasons f o r t h e 
leakage o f paddy t o t h e open marke t c o u l d be a t t r i b u t e d 
p r i n c i p a l l y t o (a) and (c) above. 

I n s t i t u t i o n a l F a c t o r s 

A. Shor t comings a t t h e C o - o p e r a t i v e s 

(a) C o - o p e r a t i v e s do n o t a c c e p t paddy on c e r t a i n d a y s , a s a 
r e s u l t o f w h i c h , t h e s m a l l f a r m e r who has t o b r i n g h i s 
p roduce when t r a n s p o r t i s a v a i l a b l e , and i s i n need 
o f q u i c k money, i s s e r i o u s l y i n c o n v e n i e n c e d ; 
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(b) I n s u f f i c i e n t cash t o pay t h e f a r m e r s . T h i s i s 
due t o -

i . t h e i r l i q u i d i t y p o s i t i o n b e i n g u n s a t i s f a c t o r y ; 

i i . suspens ion o f c r e d i t f a c i l i t i e s by t h e banks 
u n t i l t h e s e t t l e m e n t o f e a r l i e r commi tments ; 

i i i . remoteness o f t h e b ranches f r o m t h e i r p r i m a r y 
s o c i e t i e s . 

(c) De lays a t t h e C o - o p e r a t i v e s ~ 

Farmers have t o spend u n n e c e s s a r i l y l o n g p e r i o d s 
a t t h e C o - o p e r a t i v e s t o s e l l t h e i r p roduce due t o -

i . c o n g e s t i o n a t t h e C o - o p e r a t i v e s ; 
i i . i n a d e q u a t e s t a f f t o h a n d l e l a r g e s t o c k s o f 

paddy t h a t come i n d u r i n g t h e peak h a r v e s t i n g 
p e r i o d s ; 

i i i . l a c k o f gunn ies t o h o l d t h e paddy b r o u g h t i n by 
t h e f a r m e r s 

The f a c t o r s c a u s i n g c o n g e s t i o n a t t h e C o - o p e r a t i v e s a r e : 

i . l a c k o f s t o r a g e space f o r paddy , p a r t i c u l a r l y 
d u r i n g t h e peak h a r v e s t i n g p e r i o d s ; 

i i . i n a d e q u a t e t r a n s p o r t f a c i l i t i e s t o t a k e t h e 
paddy t o t h e Paddy M a r k e t i n g Board S t o r e s ; 

i i i . c o n g e s t i o n a t t h e Paddy M a r k e t i n g Board S t o r e s 
l e a d i n g t o d e l a y s i n t h e i n t a k e o f paddy . T h i s 
i s due t o c o n g e s t i o n a t t h e Food Depar tment 
S t o r e s , w h i c h r e t a r d s t h e m i l l i n g programme o f 
t h e Paddy M a r k e t i n g B o a r d ; 

i v . r e t u r n t o C o - o p e r a t i v e o f p o o r q u a l i t y paddy 
r e j e c t e d by t h e Paddy M a r k e t i n g Board S t o r e s . 

(d) t h e p u r c h a s i n g o f paddy by w e i g h t i n v o l v e s t h e use o f 
a number o f i n s t r u m e n t s , and i t i s i n e v i t a b l e t h a t 
t h e f a r m e r s have t o spend some t i m e a t t h e C o - o p e r a t i v e s 
when h a n d i n g o v e r paddy . However, due t o o t h e r s h o r t ­
comings r e f e r r e d t o above , t h e f a r m e r s have t o spend 
l o n g e r p e r i o d s t h a n necessa ry and t h i s i s r e g a r d e d by 
t h e f a r m e r s as a f o r m o f ha rassmen t . 

B. D i f f i c u l t i e s i n o b t a i n i n g adequate o r t i m e l y c r e d i t f r o m 
i n s t i t u t i o n a l sou rces 

T h i s r e s u l t s i n t h e f a r m e r s b o r r o w i n g f r o m p r i v a t e 
t r a d e r s a t h i g h i n t e r e s t r a t e s and m o r t g a g i n g t h e i r 
c rops t o them. 

2 . 3 O t h e r F a c t o r s 
(a) Some C o - o p e r a t i v e p e r s o n n e l a re n o t r e s p o n s i v e t o 

fa rmers . ' g r i e v a n c e s , and t h e i r r e l a t i o n s h i p ' w i t h t h e 
f a r m e r s i s i m p e r s o n a l . By c o n t r a s t , t h e r e a r e many 
k i n d s o f s o c i a l r e l a t i o n s h i p s between t h e f a r m e r and 



t h e p r i v a t e t r a d e r . Hence, t h e f a r m e r s a r e s o c i a l l y 
o b l i g e d t o s e l l t h e i r p roduce t o p r i v a t e t r a d e r s i n 
r e t u r n f o r s e r v i c e s p r e v i o u s l y r e n d e r e d . 

(b) The u n c e r t a i n t y i n t h e quantum o f t h e r i c e r a t i o n may 
p rompt f a r m e r s t o r e t a i n more paddy t h a n t h e y e v e n t u a l l y 
r e q u i r e f o r c o n s u m p t i o n . ( I n 1974, t h e r i c e r a t i o n was 
a d j u s t e d s e v e r a l t i m e s ) . 

(c) The p r i v a t e t r a d e r s ( i ) have g r e a t e r f l e x i b i l i t y t o buy 
paddy o f v a r y i n g q u a l i t y t h a n t h e C o - o p e r a t i v e s ; ( i i ) 
pay a h i g h e r p r i c e t h a n t he GPS p r i c e ; and ( i i i ) buy 
paddy a t t h e f a r m g a t e e l i m i n a t i n g t r a n s p o r t p r o b l e m s . 

The a r r i v a l o f s u b s t a n t i a l sh ipmen ts o f r i c e and f l o u r 
d u r i n g t h e h a r v e s t t i m e c r e a t e s c o n g e s t i o n a t t h e Food D e p a r t ­
ment S t o r e s t h e r e b y i n t e r f e r i n g w i t h l o c a l c o l l e c t i o n and 
p r o c e s s i n g o f paddy , c r e a t i n g s t o r a g e p rob lems a t t h e Paddy 
M a r k e t i n g Board S t o r e s . 

Some p r i v a t e q u o t a m i l l e r s evade r e s t r i c t i o n s imposed 
by law and c a r r y o u t such o p e r a t i o n s as d e s c r i b e d i n C h a p t e r 
3, S e c t i o n ( b ) . 

The number o f r e g i s t e r e d m i l l s f u n c t i o n i n g i n May 1975 
had dec reased t o 56% o f t h e number o f r e g i s t e r e d m i l l s i n 
1972. Some p o s s i b l e reasons f o r t h i s d e c l i n e a r e : 

(a) There i s i n s u f f i c i e n t paddy a v a i l a b l e f o r c o n t i n u o u s m i l ­
l i n g and t h e a v a i l a b l e m i l l i n g c a p a c i t y i s t h e r e b y u n d e r ­
u t i l i s e d . The m i l l i n g p e r i o d s p e r m i l l i n 1974 v a r i e d 
f r o m abpu t f i v e months t o n i n e months i n t h e f o u r d i s t r i c t s . 
Hence, t h o s e m i l l e r s whose income (wh ich i s dependent on 
t h e q u a n t i t y o f paddy m i l l e d ) i s i n s u f f i c i e n t t o c o v e r t h e 
m i l l i n g c o s t s , o r t hose m i l l e r s whose p r o f i t ma rg ins are 
i n a d e q u a t e t o c o v e r t h e i n v e s t m e n t c o s t s , w i l l cease t o 
f u n c t i o n . 

(b) The i n a b i l i t y o f l e s s a f f l u e n t m i l l e r s t o renew t h e i r 
bank g u a r a n t e e s . 

(c) M e c h a n i c a l d e f i c i e n c i e s o f m i l l i n g equ ipmen t and t h e high 
c o s t o r t h e l a c k o f p a r t s f o r r e p a i r s and r e n o v a t i o n s . 

The net p r o f i t s o f t h e s m a l l number o f m i l l e r s i n the 
f o u r d i s t r i c t s s t u d i e d v a r i e d f r o m R s . 5 . 5 0 t o R s . 1 3 . 0 0 p e r 
m i l l f o r each 1,000 l b o f paddy m i l l e d , i n t h e case o f p a r ­
b o i l e d r i c e m i l l e r s and f r o m R s . 4 . 0 0 t o R s . 4 . 7 5 i n t h e case 
o f r a w - r i c e m i l l e r s . 

The m i l l e r s i n c u r a l o s s on t h e t r a n s p o r t cha rges pa£.<$. 
t o them by t h e Paddy M a r k e t i n g Board and on t h e reimburseme&% 
f o r gunny bags made by t h e Food Depa r tmen t . The l o s s on a 
gunny v a r i e d f r o m .40 c e n t s i n K e g a l l e D i s t r i c t to R s . l . 3 0 
i n Po lonnaruwa . 

The m i l l e r s u s u a l l y o b t a i n a h i g h e r o u t - t u r n of rice 
t h a n t h e s t i p u l a t e d o u t - t u r n , by r e d u c i n g t h e p o l i s h on the 
r i c e . They e a r n a d d i t i o n a l income by s e l l i n g t h e excess rice 
in t h e open m a r k e t . The a d d i t i o n a l income e a r n e d for every 
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one p e r c e n t i n c r e a s e i n t h e a c t u a l o u t - t u r n f r o m t h e s t i p u ­
l a t i o n ( c a l c u l a t e d on t h e open m a r k e t p r i c e o f r i c e i n each 
d i s t r i c t ) v a r i e s f r o m R s , 1 5 . 0 0 i n Ampara i and Po lonnaruwa 
D i s t r i c t s t o R s . 2 4 . 3 5 i n t h e , K e g a l l e D i s t r i c t p e r 1,000 l b 
o f paddy m i l l e d . 

The q u a l i t y o f t h e r i c e i s a d v e r s e l y a f f e c t e d by -

(a) b reak -down i n r e s p o n s i b i l i t y f o r t h e q u a l i t y o f 
r i c e t a k e n t o t h e Food Depar tment S t o r e s ; 

(b) l a c k o f adequate s u p e r v i s i o n o f t h e m i l l e r s ; 
(c) s u b j e c t i v i t y o f t h e t e s t s f o r a c c e p t i n g r i c e a t t h e 

Food Depar tment S t o r e s even t hough t h e Food Commis­
s i o n e r has l a i d down r i g i d . s p e c i f i c a t i o n s f o r m o i s t u r e 
c o n t e n t , degree o f p o l i s h , b r o k e n s e e d s , e t c . 

(d) u n s y s t e m a t i c s t a c k i n g o f bags o f paddy and r i c e , 
. t h e r e b y f a i l i n g t o ensu re t h e movement o f o l d s t o c k s 
b e f o r e t h e newer o n e s ; 

(e) l a c k o f s t a n d a r d i s a t i o n i n t h e t y p e s o f m o i s t u r e 
me te r s used f o r t e s t i n g paddy and r i c e b e f o r e a c c e p t ­
ance . T h i s does n o t a l l o w f o r c o m p a r a t i v e checks t o 
be made and a l s o makes i t d i f f i c u l t f o r t h e S t o r e ­
keepe rs t o d e m o n s t r a t e c l e a r l y any d i s c r e p a n c i e s i n 
t h e m o i s t u r e c o n t e n t when a c c e p t i n g paddy o r r i c e ; and 

( f ) ou t -moded machines f o r p r o c e s s i n g o f paddy . Some o f 
t h e machines o f t h e p r i v a t e q u o t a m i l l e r s a r e v e r y 
o l d and t h e i r d e f e c t s a f f e c t t h e q u a l i t y o f r i c e , 
p a r t i c u l a r l y i f t h e p o l i s h e r s a r e bad . 



RECOMMENDATIONS 

To a c h i e v e i t s o b j e c t i v e s , t he Paddy M a r k e t i n g Board has 
t o c o l l e c t most o f t he s u r p l u s paddy a v a i l a b l e w i t h t h e 
f a r m e r s and t h e n ensure t h a t paddy i s p r o p e r l y m i l l e d so 
t h a t t h e r e w i l l be an e q u i t a b l e d i s t r i b u t i o n o f good 
q u a l i t y r i c e t o consumers. I n t h e l o n g - t e r m , adequate 
p r o d u c t i o n t o f u l f i l t h e n a t i o n a l demand f o r paddy w i l l 
r e s o l v e t h e m a j o r p r o b l e m s ; meanwhi le t h e f o l l o w i n g recom­
menda t ions may a s s i s t i n remedy ing some o f t h e d e f e c t s . 

M i n i m i s i n g t h e o p e r a t i o n s o f t h e p r i v a t e t r a d e r s 

I n t h e s h o r t - t e r m , t h e r e a re t h r e e , p o s s i b i l i t i e s : 

A . S t r e a m l i n e t h e C o - o p e r a t i v e p u r c h a s i n g sys tem i n o r d e r 
t o c o l l e c t more paddy . The f o l l o w i n g a re some o f t h e 
recommendat ions i n t h i s d i r e c t i o n : 

(a) t h e p r i m a r y C o - o p e r a t i v e s s h o u l d ensu re 
t h a t adequate f unds a r e g i v e n t o t h e 
b r a n c h C o - o p e r a t i v e s i n t i m e . The 
quantum o f money g i v e n t o t h e b ranches 
s h o u l d be i n c r e a s e d d u r i n g t h e peak 
h a r v e s t i n g p e r i o d s . S i n c e some p r i m a r y 
C o - o p e r a t i v e s misuse t h e m a r k e t i n g l o a n s 
advanced t o them, i t i s recommended t h a t 
l o a n s be g i v e n f o r s p e c i f i c pu rposes w i t h 
s e p a r a t e a c c o u n t i n g systems f o r e a c h , 
e . g . l o a n s f o r pu rchase o f paddy , f o r 
pu rchase o f t e x t i l e s , e t c . 

(b) I t i s necessa ry t o p r o v i d e C o - o p e r a t i v e s 
,w i t h adequate s t o r a g e f a c i l i t i e s t o 
e l i m i n a t e wastage as w e l l as t o m i n i m i s e 
h e a l t h haza rds caused by s t a c k i n g bags 
o f paddy w i t h o t h e r commod i t i es such as 
f e r t i l i s e r , a g r o - c h e m i c a l s , e t c . I t i s 
a l s o e s s e n t i a l t h a t t h e C o - o p e r a t i v e s 
a c c e p t o n l y w e l l d r i e d , good q u a l i t y 
paddy so t h a t t h e accep tance o f t h i s 
paddy a t t h e Paddy M a r k e t i n g Board s t o r e s 
w i l l n o t cause any p r o b l e m s . 

(c) P r o v i s i o n s h o u l d be made f o r c a s u a l l a b o u r 
t o be employed d u r i n g t h e peak h a r v e s t i n g 
seasons t o m i n i m i s e d e l a y s . 



A g r i c u l t u r a l P r o d u c t i v i t y Commit tees and C u l t i v a t i o n Com­
m i t t e e s t o p r o v i d e a l t e r n a t i v e m a r k e t i n g a r rangements 
whe reve r t h e C o - o p e r a t i v e s a r e . i n e f f i c i e n t o r d e f u n c t . 

I t i s s u g g e s t e d t h a t i n s t i t u t i o n s l i k e A g r i c u l t u r a l 
P r o d u c t i v i t y Commit tees and C u l t i v a t i o n Commit tees w h i c h 
a re f a r m e r - b a s e d , s t e p i n t o t h e bus iness , o f p u r c h a s i n g 
paddy where t h e s e r v i c e s o f t h e C o - o p e r a t i v e s p r o v e i n ­
e f f i c i e n t . A d m i n i s t r a t i v e d i f f i c u l t i e s such as l a c k o f 
f u n d s , s t o r a g e f a c i l i t i e s , e t c . , w i l l have t o be overcome 
b e f o r e f a r m e r s ' o r g a n i s a t i o n s e n t e r t h e b u s i n e s s , b u t i f 
genu ine f a r m e r s u p p o r t i s f o r t h c o m i n g , t hese p rob lems can 
be r e s o l v e d . The Paddy M a r k e t i n g Board can ensure t h a t 
adequate commiss ions a r e p a i d t o t hese i n s t i t u t i o n s i n 
cases where t h e y c o n s i d e r an a l t e r n a t i v e m a r k e t i n g agency 
i s j u s t i f i e d . A l r e a d y f o u r A g r i c u l t u r a l P r o d u c t i v i t y 
Commit tees a r e p u r c h a s i n g paddy , v i z : 

1 . Ulpothagama APC 
2 . Tanama lw i l a APC 
3. Thampalakaman APC 
4 . K a h a t a g a s d i g i l i y a APC 

These have r e p l a c e d t h e C o - o p e r a t i v e s w h i c h a r e e i t h e r i n ­
e f f i c i e n t o r d e f u n c t , and t h e y have t h e i r own s t o r a g e f a c i ­
l i t i e s and t r a n s p o r t and a re a b l e t o o b t a i n m a r k e t i n g l o a n s 
f r o m t h e Bank o f C e y l o n . They have been engaged i n t h i s 
a c t i v i t y o n l y f o r a s h o r t t i m e and i t i s . t o o e a r l y , t o a s c e r t a i n 
t h e i r e f f i c i e n c y , b u t t h e y w i l l p r o v i d e use f j a l p i l o t . e x p e r i e n c e . 

J u d i c i o u s s p a c i n g o f I m p o r t s 

The' Food Depar tment s h o u l d a t t e m p t t o space . o u t i n ­
coming sh ipmen ts o f r i c e and f l o u r s u i t a b l y , so t h a t p u r ­
c h a s i n g and p r o c e s s i n g o f paddy a re l e s s a f f e c t e d by p r e s ­
sure , on s t o r a g e space . T h i s f a c t o r i s one component o f a 
n a t i o n a l f o o d p o l i c y w h i c h i s r e q u i r e d t o c o n t r o l b o t h 
q u a n t i t a t i v e and t i m i n g f a c t o r s o f c e r e a l i m p o r t s i n r e l a ­
t i o n t o home p r o d u c t i o n o f paddy and o t h e r f o o d c r o p s . 

Supp ly o f good q u a l i t y R i c e 

(a) I n o r d e r t o ensu re t h e s u p p l y o f good q u a l i t y r i c e t o 
t h e consumer, r e s p o n s i b i l i t y has t o be a s s i g n e d f r o m 
t h e t i m e paddy i s pu r chased f r o m fa rmers t o . the ..time 
r i c e i s i s s u e d t o consumers on t h e r a t i o n . T h i s c o u l d 
be most e f f e c t i v e l y a c h i e v e d i f t h e Paddy M a r k e t i n g 
Board h a n d l e d t h e e n t i r e p u r c h a s i n g and p r o c e s s i n g o f 
paddy and t h e d i s t r i b u t i o n o f r i c e . T h i s i d e a i s . n o t 
new. However , i f i t i s n o t p o s s i b l e t o imp lemen t t h i s , due 
t o a d m i n i s t r a t i v e o r o t h e r " d i f f i c u l t i e s , i t i s r ecom­
mended t h a t t h e r e be c l o s e c o - o r d i n a t i o n between t h e 
Paddy M a r k e t i n g Board and t h e Food Depa r tmen t . T h i s 
c o - o r d i n a t i o n i n v o l v e s , among o t h e r t h i n g s : 

i . r e g u l a r q h e c k i n g o f t h e m i l l s by t h e Paddy M a r k e t i n g 
B o a r d ; and 

Kandy D i s t r i c t 
- Moneraga la " 
- T r i n c o m a l e e " 
- Anuradhapura " 



i i . a d o p t i o n o f a sys tem whereby t h e Paddy M a r k e t i n g Board 
and t h e Food Depar tment j o i n t l y a c c e p t r e s p o n s i b i l i t y 
f o r t he q u a l i t y o f r i c e . T h i s c o u l d be done t h r o u g h 
a q u a l i t y check method such as t h e f o l l o w i n g ^ -

(a) m i l l e r s s h o u l d be asked t o s u b m i t t o t h e Paddy 
M a r k e t i n g Board f o u r samples o f r i c e m i l l e d f r o m a q u o t a o f 
paddy i s s u e d f o r m i l l i n g . Once t h e Paddy M a r k e t i n g Board i n 
a s s o c i a t i o n w i t h t h e A s s i s t a n t Food Commiss ioner (o r Deputy 
Food Commiss ioner) approves t h e samp les , one s e a l e d sample 
i s s e n t t o t h e Food Depar tment S t o r e s , one i s g i v e n t o t h e 
m i l l e r (who t h e n p roceeds w i ' t h t he m i l l i n g a c c o r d i n g t o t h e 
app roved sample) and t he o t h e r two a re r e t a i n e d by t h e Paddy 
M a r k e t i n g Board and t h e A s s i s t a n t Food Commiss ioner (o r Deputy 
Food Commiss ioner ) r e s p e c t i v e l y . The S t o r e k e e p e r o f t h e Food 
Depar tment S t o r e s i s t h e n i n s t r u c t e d t o a c c e p t t h e r i c e 
s t r i c t l y a c c o r d i n g t o t h e approved sample . The A s s i s t a n t 
Food Commiss ioner (o r Deputy Food C o m m i s s i o n e r ) , s h o u l d make 
r e g u l a r checks on t h e s t o r e s . T h i s p rocess i s r e p e a t e d f o r 
each q u o t a o f paddy i s s u e d t o t h e m i l l e r s . 

(b) t h e bags o f paddy and r i c e s h o u l d be so a r r a n g e d 
t h a t t h e o l d e r s t o c k s c o u l d be d i s p o s e d o f f i r s t mak ing 
room f o r i n c o m i n g f r e s h s t o c k s . 

(c) s t a n d a r d i s e d m o i s t u r e me te rs s h o u l d be used b o t h 
a t t he Paddy M a r k e t i n g Board S t o r e s and t h e Food Depar tment 
S t o r e s . ( I t i s a l s o d e s i r a b l e t o i s s u e s i m i l a r m o i s t u r e 
mete rs t o t h e C o - o p e r a t i v e s ) . The o t h e r s p e c i f i c a t i o n s 
s t i p u l a t e d f o r the. accep tance o f paddy and r i c e s h o u l d be 
r e v i e w e d , r e a l i s t i c a l l y amended, and t h e n be e n f o r c e d . 

R e g i s t e r e d m i l l e r s s h o u l d be c o m p e l l e d t o i n s t a l l 
p o l i s h i n g machines i n t h e i r m i l l s and a r e a l i s t i c degree o f 
p o l i s h s h o u l d be s t i p u l a t e d and adhe red t o a f t e r t a k i n g i n t o 
c o n s i d e r a t i o n t he n u t r i t i o n a s p e c t s and t h e s u p p l y p o s i t i o n 
o f r i c e . 

T r a i n i n g o f Farmers 

I t i s recommended t h a t e x t e n s i o n t r a i n i n g f o r f a r m e r s 
s h o u l d i n c l u d e i n s t r u c t i o n s on t h e e f f i c i e n t d r y i n g o f paddy 
and use and o p e r a t i o n o f w e i g h i n g machines and o t h e r i n s t r u ­
ments used i n i t s p u r c h a s e . I t w o u l d be p o s s i b l e , i f t h i s 
i s done , t o p r e v e n t f a r m e r s b e i n g c h e a t e d by c o r r u p t o f f i c i a l s . 
The A g r i c u l t u r a l P r o d u c t i v i t y Commit tees must a c c e p t t h e 
r e s p o n s i b i l i t y f o r t h i s t y p e o f f a r m e r e d u c a t i o n w i t h t h e 
a s s i s t a n c e o f t h e R u r a l I n s t i t u t i o n s and P r o d u c t i v i t y Laws 
D i v i s i o n o f t h e M i n i s t r y o f A g r i c u l t u r e and t h e Depar tment 
o f A g r i c u l t u r e ( E x t e n s i o n O f f i c e r s ] . T h i s w o u l d enab le 
f a r m e r s t o a v o i d b e i n g c h e a t e d by p u r c h a s i n g o f f i c i a l s 
t h r o u g h l a c k o f knowledge and a l s o a s s i s t i n g roup a c t i o n by 
f a r m e r s t o s a f e g u a r d t h e i r j o i n t i n t e r e s t s . 

A similar procedure was adopted by the Co-operative 
Wholesale Establishment in the milling of pulses and was found to 
be reasonably satisfactory. 
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APPENDIX I 

The Local Production 
1953 -

, (quantity in 

Local Change from 
Year production previous year 
1 2 3 

1953 313 - . 

1954 444 + 131 
1955 510 + 66 
1956 393 117 
1957 447 + 54 
1958 523 + 76 
1959 521 - 2 
1960 615 + 94 
1961 617 + 2 
1962 687 + 70 
1963 702 + ; 15 
1964 722 + 20 
1965 518 - 204 
1966 654 + 136 
1967 785 + 131 
1968 923 + 138 
1969 941 + 18 
1970 1,098 + 157 
1971 951 - 147 
1972 889 - 62 
1973 889 Negligible 
1974 1,097 + 208 

Source: Colomn 2 - Department of 

Column 4 - Food Commissi< 
Report (up to 

and Import of Rice 
1974 
'OOO tons) 

Quantity Change from 
imported previous year 

4 5 

439 -

407 - 32 
381 26 
471 + 90 
556 85 
580 + 24 
519 61 
532 + 13 
497 - 35 
515 + .18 
551 + 36 
547 • - 4 
642 + 95 
485 ' - • 157 
375 - 110 
344 . - • 31 
260 - 84 
526 + 266 
334 - 192 
262 - 72 
338 + ' 76 
297 - 41 

Census and Statistics 

ner's Administration ^ 
1968). 

Food Department (1969-1974) 
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APPENDIX I I 

Price Variation of Guaranteed Price Scheme 
Paddy and Imported Rice 

GPS Price of c.i.f. value of imported 
Year/Time 
Period 

Paddy 
(per bushel) 

Rs. 

rice per bushel 
(paddy equivalent) 

Rs. cts 

1949/1950 8 7.74 

1950/1951 9 8.15 

1951/52 to 1965/66 12 11.24 (1951/52) 

1966/67 to. 1971/72 14 9.15 (1966/67) 

1973 18 14.35 

1974 January to June 30 40.10) 
)(average) 

1974 July to date 33 40.10.) 

Source: Central Bank of Ceylon Staff Studies; - Vol. 5,No.l, 
April 1975. 

APPENDIX I I I 

Paddy - Gross Extents Sown from 1964 to 1974 

Cultivation Gross Extents 
Year (acres)" 
1964/65 1,455,349 
1965/66 1,616,883 
1966/67 1,638,931 
1967/68 1,742,469 
1968/69 . 1,709,152 
1969/70 1,875,557 
1970/71 1,793,611 
1971/72 1,794,572 
1972/73 1,792,122 
1973/74 2,038,058 

Source: Department of Census and Statistics 
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APPENDIX I V 

Cultivation Yield per acre 
Year (bushels) 

1964/65 34.3 
1965/66 35.6 
1966/67 41.3 
1967/68 46.5 
1968/69 50. 3 
1969/70 48.75 
1970/71 45.91 
1971/72 46.31 
1972/73 44.15 
1973/74 44.73 

Sources: Implementation Programme - Ministry of Agricultre 
* Department of Census and Statistics 

APPENDIX V 

Payment to millers by the Paddy Marketing Board 
in respect of transport, loading and unloading 

as at January 1975 

(a) Transport of paddy Per ICQ lbs v 

For the first 5 miles 10.7 cts 
From 5 - 1 5 miles 02 " per mile 
Above 15 miles 01.3 

(b) Transport of rice 

For the first 5 miles Q9.8 cts 
From 5 - 1 5 miles 02 " per mile 
Above 20 miles 01 " " " 

(c) Unloading of paddy 03.2 " 

(d) Loading of rice 03.2 " 

Source: Paddy Marketing Board, Circular No.117 - 1973-07-02 

Average yield of paddy (bushels per acre) 
1964 to 1974 
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APPENDIX V I 

Wholesale Retail Price 
Descrip­ Price* Price ** per measure 
tion 80 measures 80 measures (retail) 

Rs. Rs. Rs. 

Samba Grade 1 266.OO 272.OO 3.40 
Grade 2 262.00 268.00 3.35 
Grade 3 25O.O0 256.00 3.20 

Par-boiled Grade 1 258.00 264.00 3.30 

Grade 2 254.OO 26O.O0 3.25 

Grade 3 246.00 252.OO 3.15 

Raw-milled Grade 1 242.OO 248.00 3.10 

Grade 2 234.00 240.OO 3.00 

Grade 3 212.00 228.OO 2.85 

* for resale stores only. ** for hotels and restaurants. 

Source: Paddy Marketing Board. 

Milling charges paid by the Paddy Marketing Board 
to millers as at January 1975 

(a) Per 100 lb of par-boiled paddy . R s . 2 . 3 5 

(b) Per lOO lb of raw-milled paddy .. Rs.1.25 

Source: Paddy Marketing Board 

APPENDIX V I I 

Price of off-ration rice sold by the Paddy Marketing 
Board as at May 1975 



APPENDIX V I I I 

Grade 

Unmixed 
1 

Payment to Farmers for the Paddy Purchased 
by the Co-operatives according to Grades 

as at January 1975 

Description 

Ordinary Paddy with refraction 
not over 6% .. 

Price 
per lb 
cents 

71H 

Ordinary paddy with refraction 
over 6% but not over 12% , 

Afidi paddy with refraction 
not over 6% 

nidi paddy with refraction 
over 6% but not over 12% 

69 

66 

63 

"Mixed 

1 Ordinary paddy with refraction 
not over 6% 66 

Ordinary paddy with refraction 
over 6% but not over 12% 

Midi paddy with refraction 
not over 6% 

63 

62 

Midi paddy with refraction 
over 6% but not over 12% 59 

Source: Paddy Marketing Board Circular No.156 

Note: 
Stones, sand grit and other extraneous matters contained 

in every grade of paddy should not exceed 1% by weight. 



APPENDIX IX 

The Specifications adopted by the Food 
Department when rice is accepted from 

the millers 
as at January, 1975 

(a) Moisture content 

The moisture content of rice should not exceed 15% in 
dry weather and 15^% in wet weather, both for raw-rice and 
par-boiled rice. 

(b) Degree of polish 

There should, be a minimum of 40% polish on each grain 
for raw-rice and 75% polish on each grain for par-boiled rice. 

(c) Brokens 

A maximum of 30% brokens in raw-rice and 12% brokens 
par-boiled rice is allowed. 

(d) Paddy grains 

Number of paddy grains in a cut measure of rice should . 
not exceed 100. Rice which does not meet the stipulated 
standard is accepted with the following penalties: 

lOl - 150 paddy grains . . . penalty of 25 cts per bag 

151 - 200 paddy grains . . . penalty of 50 cts per bag 

Any rice with over 200 paddy grains in a cut measure of 
rice is rejected. 

Source: Food Department Stores, Polonnaruwa 
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APPENDIX X 

Surplus Paddy Producing Districts 

Polonnaruwa , Trincomalee 

Amparai Hambantota 

Batticaloa Ratnapura (including Walawe) 

Deficit Paddy Producing Districts 

Colombo Kandy 

Kalutara Kurunegala 

Galle • Jaffna 

Matara Vavuniya 

Kegalle , Badulla 

Nuwara Eliya 

Others 

Moneragala Mannar 

Anuradhapura Puttalam 

Matale 

Source: Paddy Marketing Board, Statistics Division 
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APPENDIX X I 

Regulations made by the President Under Section 5 
of the Public Security Ordinance 

Gazette Extraordinary 18/27 17.9.75 

1. These regulations may be cited as the Emergency (Paddy Marketing) Regu­
lations No.9 of 1975. 

2. These regulations shall have effect notwithstanding the provisions of 
the Paddy Marketing Board Act No 14 of 1971, and the regulations made 
under Section 62 (2) thereof and published in Gazette Extraordinary 
No.14,992/8 of January 14, 1972. 

3. The Competent Authority or any person authorized in writing by the 
Competent Authority is hereby empowered to issue permits for the trans­
port or possession of rice or paddy for the purpose of these regulations. 

4. (1) Subject to the provisions of paragraph (2) the transport or removal 
of any quantity of paddy or rice within the Republic without a permit 
issued by the Competent Authority, is hereby prohibited. 
(2) The provisions of paragraph (1) shall not apply -

(a) to the transport or removal of any paddy or rice by any person 
on behalf of the Government or the Paddy Marketing Board; 

(b) 'to the transport or removal of any seed paddy on the authority of 
a permit issued by or on behalf of the Government Agent or the 
Director of Agriculture; 

(c) to the transport or removal by any person carrying a ration book, 
of the quantity of paddy or rice obtained on the surrender of 
any coupons from such ration book, from the place at which such 
paddy or rice was obtained to the place of residence of the 
holder of that book; 

(d) to the transport or removal of any paddy by the producer thereof 
from the threshing floor to the place of storage, and from such 
place of storage to the authorized purchaser; and 

(e) to the transport or removal by any person of a quantity of rice 
not exceeding two measures or four pounds. 

In this paragraph "place of storage" means any place within the area of 
authority of a Co-operative Society within which the Paddy lands are 
situated and to which place paddy may be transported or removed by the 
producer for the purposes of cleaning and drying such paddy. 
(3) Where any quantity of paddy or rice is transported or removed without 
a permit such quantity of paddy or rice shall be seized, impounded or 
sequestered and the paddy or rice so seized, impounded or sequestered 
shall, with immediate effect, vest in the Paddy Marketing Board free from 
all encumbrances and the Competent Authority or an officer duly authorized 
by him may dispose of such paddy or rice in such manner as he may deem 
fit and the proceeds of such disposal shall be credited to the revenue 
of the Paddy Marketing Board. 
No producer of paddy shall sell or offer for sale any paddy or rice 
except to the purchasing centre of the authorized purchaser which is 
situated closest to his paddy land or place of storage. 
Subject to the provisions of regulations 5 no person save and except the 
Paddy Marketing Board, or a person duly authorized by the Board, or an 
authorized distributor shall sell or offer for sale any quantity of paddy 
or rice. 
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7. No person other than a producer of paddy shall haye in his possession a 
quantity of rice or paddy in excess of one bushel or sixty-four pounds 
in the cas,e... of rice or two bushels or ninety-two pounds in the case of 
paddy. 

8. (a) The quantity of paddy or paddy and rice that may be in 
' the possession of any producer of paddy shall not exceed the quantity 
of paddy that has been produced by him or the quantity of rice processed 
therefrom. 
(b) Notwithstanding'the provisions of paragraph (a) of this regulation 
the Minister of Agriculture and Lands may from time to time by Order 
published in the Gazette specify the quantity of rice or paddy which a 
producer may possess. 
(c) The quantity of paddy or paddy and rice that may be in the possession 
of a landlord or any paddy land shall not exceed the quantity of paddy 
which such landlord is entitled to as rent payable by his tenant culti­
vator or the quantity of rice processed therefrom. 

9. No person carrying on the business of hulling, milling or processing of 
paddy or rice by virtue of a licence issued under section 10. of the 
Paddy Marketing Board Act, No.14 of 1971, and to whom paddy has' been 
issued or sold by the Paddy Marketing Board shall have in his possession 
in addition to the quantity of paddy issued or sold to him or rice 
processed therefrom, a quantity of rice or paddy exceeding one and a 
half bushels or ninety-six pounds in the case of rice or three bushels 
or one hundred and thirty-eight pounds in the case of paddy. 

10. No person carrying on the business of hulling, milling or processing of 
paddy O B rice by virtue of a licence issued under.section 10 of the Paddy 
Marketing Board Act,No.14 of 1971, for hulling, milling or processing at 
his huller 6r mill shall have in his possession a quantity of rice 
exceeding three bushels or one hundred and ninety-two pounds or paddy 
exceeding six bushels or two hundred and seventy-six pounds. 

11. No person duly authorized to distribute rice under the Food Control Act 
shall have in his possession a quantity of rice in excess of the amount 
authorized by the Food;Commissioner. 

12. The quantity of paddy that may be in the possession of an authorized 
purchaser shall not exceed a quantity of paddy duly purchased by him 
in accordance with the provisions of the Paddy Marketing Board Act,. 
No.14 of 1971, and the Instructions that may have been issued ox may 
be issued from time to time by the Paddy Marketing Board. 

13. (1) It shall be lawful for the Competent Authority or any person duly 
authorized in writing by him, to enter into any.land, premises, house or 
building of whatever nature or description at any reasonable hour and 
inspect such land, premises, house or building and seal, seize, impound 
or sequester any quantity of paddy or paddy and rice in excess of the ' 
quantities specified abo\a that may be found therein. 
(2) Where any quantity of paddy or paddy and rice is sealed, seized, 
impounded or sequestered under the provisions of paragraph(1) of this 
regulation, the right title or interest in the paddy or paddy arid rice 
so sealed, seized, impounded or sequestered shall, with immediate effect, 
vest in the Paddy Marketing Board free from all encumbrances and the 
Competent Authority or any officer duly authorized by him may dispose of 
such paddy or paddy and rice in such manner as he may deem fit and the 
proceeds of such disposal shall be credited to the revenue of the Paddy 
Marketing Board. 
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14. Any person who contravenes any of the provisions of these regulations 
shall be guilty of an offence and shall on conviction by a Magistrate 
be liable to rigorous imprisonment for a period not exceeding one year 
or to a fine not e-cceeding five thousand rupees or to both such fine 
and imprisonment. 

15. Any vehicle or vessel used in the commission of any offence under these 
regulations shall be seized and produced before a Magistrate by any 
police officer or any other officer authorized in writing by the 

* Competent Authority, and such Magistrate may release such vehicle or 
vessel upon the deposit of' such sum of nbney as security as the 

* Magistrate may consider reasonable, bei.ig a sum which is not less 
than half the market value cf such vehicle or vessel. 

16. (1) Upon the conviction of zny person of any offence under these regula­
tions, the Magistrate, shall, in addition to any punishment that he may 
impose under regulation 14, order the confiscation of the vehicle or 
vessel used in the commission of the offence and may make order that if 
the market value of the vehicle or vessel is paid on or before a date 
that shall be specified, the vehicle or vessel shall be released not­
withstanding the order of confiscation and for this purpose authorize 
the appropriation of any security deposited under regulation 15 in pay­
ment 61 such sum: 

Provided that in any case where the vehicle or vessel has been released 
under regulation 15, and is not prcdacefl in Court on the date the sentence 
is pronounced, the Court shall order th-2 forfeiture cf the security 
deposited under regulation 15, and v.'here such recurity is not equivalent 
to the market value, further ordr-r the payment on or before a date to be 
specified, a sum equal to the difference between the market value and 
such security, and if such sum is not paid on or hafore the date so 
specified, such sun shall be deemed to d« a fine remaining unpaid and 

* the provisions of section 2 45 of the Administration of Justice Law,No.44 
of 1973, s h a l l nntaM-s, m u t a n d i s , apply in relation to such unpaid fine. 

» \(2) In this regulation and in reguiatioa 15, "market value", .in relation 
to any vehicle or vessel., means the marcet value of such vehicle or 
vessel at the time it was produced before the Magistrate, 

17. Where no legal proceedings have been instituted against any person in 
respect of asr., offence under these regulations within three months of 
the detection of such offence or where my person charged in respect of 
such offence has b3en acquitted or discharged, any vehicle or vessel 
seized and produced before the Magistrate under regulation 15 shall be 
returned to such person or where securi ;y has been deposited in lieu 
thereof such security shall be released., 

18. In these regulations:— 
"authorized distributor" means any person authorized by tlie Food Com­
missioner under the Food Control Regulations made under section 6 of the 
Food Control Act (Chapter 171); 
"authorized purchaser" means a person authorized by the Paddy Marketing 
Board to purchase oaddy under section 4 of the Paddy Marketing Board Act, 
No.14 of 1971; 

41 
"Competent Authority" means the Chairma i of the Paddy Marketing Board 
appointed under section 14 (1) (a) of trie Paddy Marketing Board Act,No. 14 

* of 1971; or a person appointed to act for such Chairman under section 
14 (II) of the sai.fi Act, or the Government Agent of an Administrative 
District within the meaning of the Administrative Districts Act(Cap.392); 

http://sai.fi
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"landlord" with reference to an extent of paddy land means the person 
other than an owner-cultivator, who will for the time being be entitled 
to the rent in respect of such extent if it were let on rent to any 
person and includes any tenant of such extent who lets it to any 
subtenant; 
"permit" includes'a receipt issued by the Paddy Marketing Board for 
purchase of paddy or rice; 
"producer" means any cultivator, or owner-cultivator within the 
meaning of the Agricultural Lands Law, No.42 of 1973. 


