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Observations and Instructions of the Honorable Minister

Observations

Action taken

01.

Rice exportation in 2013

Dealing with rice Mill Owners who
obtain paddy stocks from the
Paddy
exporting but not duty completed

Marketing  Board for

the undertaking.

I.  Legal action has alredy been taken againts
Mill Owners avoiding payments and to
recover the loss incurred on the Paddy
Marketing Board and taking immediet
action on Mill Ownersagainst whom no
legal action has been taken.

Il.  Accelerating disciplinery actions against
officers of the Paddy Marketing Board
responsible for such State of affairs.

02.

and

03.

Selling of paddy for animal feed.

Extablishment of paddy storage

studied suitable locations  for

establishinig paddy storage, preperation and

Having

submission of a project report to the General
Treasury for obtaining provisions to establish
paddy storage with the objective of offering
oppertunity for farmers in each district to sell
their paddy at gurenteed price. Further, a plan
which includes long term and short term
strategies on paddy purchasing and bulk selling
has been prepared and action taken accordingly.
By letter No, MRE/03/13/4/2016 dated
23.08.2017 of the Secretary, Ministry of Rural
Economic Affairs that report has been submitted
to the Committeee on Public Enterprises and to

the Secretary to the Prime Minister.

04.

Filling of the vacant post of General

Maneger  which has been

suspended on legal grounds.

Taking action as per Court decision




05.

Loan payble and loan receivable

Taking action to get the Paddy Marketing Board
released from related liabilities by making
submissions to the Cabinet of Minister on its
outstanding balance payable to the General
Treasury and State Banks due to implementation
of State policies.

06.

Damages to paddy stocks

Stock verifications were carried out in 2014 and
2018. Accordingly investigations are in progress
on officers who were responsible for unexpected
shortage of stocks following which action will be
taken to recover surcharges.




Current Situation in relation to the Recommendations of the Report issued by the

Committee on Public Enterprises of Parliament in July 2017

01. Reporting the Rice Exportation / Current Situation and Progress during the year 2013.

In the investigation of matters pertaining to the Millers who had not fully returned the due
guantity of rice for exportation after obtaining paddy from the Paddy Marketing Board up to
the year 2013 by referring to the years 2011 and 2012 when paddy stocks were issued to
such millers, it could be revealed that 45 millers had not returned the rice stocks. The value
of the rice not returned so was Rs. 209,884,522/=. The Paddy Marketing Board had lodged
complaints to the Crimes Investigation Department regarding Eight Millers among these
millers who had not returned the paddy stocks and thereby acted fraudulently.

It has been reported that the investigations on these complaints have been completed and
the instructions of the Attorney General have been sought in this regard and arrangements
are being made to file legal cases as per the instructions of the Attorney General. In addition
to this, the Paddy Marketing Board had taken action to file legal cases against two paddy
millers.

The Millers who had not yet paid the loss incurred to the Paddy Marketing Board were called
and they were inquired whether they were willing to pay the amounts in arrears on an
agreement. Accordingly, 07 millers had agreed to pay the arears of Rs. 25,811,859/= and had
entered in to an agreement.

Arrangements are being made to file legal actions against the rest of the millers who had not
given their consent to agree with these Agreements.

Mr. K.A.V.U.S. Perera, former Deputy General Manager of the Paddy Marketing Board had
been interdicted from the Service due to irregularities that had been preliminary discovered
in the issuance of stocks of paddy to millers to provide rice for importation and due to
irregularities made in the issuance of stocks of paddy on the credit basis. Preliminary
investigations have been started in relation to these two incidents and firstly, a Charge sheet
had been issued after the completing the preliminary investigations on the incident of credit
basis. Subsequently, Mr. K.A.V.U.S. Perera has obtained a interim order for the disciplinary
inquiry after filing the Legal Case bearing No. CA Writ No 391/15 in the Appeal Court.
Therefore, preliminary investigation on the incident occurred in the exportation has been
suspended until legal advices are obtained. Later, the two parties had agreed at the Appeal
court to conduct a preliminary investigation again on the incident of credit basis as per the
instructions given by the Attorney General. Accordingly, the preliminary investigation on
irregularities that had occurred in the exportation has been recommenced and two newly
appointed investigation officers are conducting the activities of the investigation.
Subsequent to obtaining the Report on the said preliminary investigation, disciplinary action
will be taken against the relevant officers of the Paddy Marketing Board.

Complaints have been lodged to the Police Financial Crimes Investigation Division on the
irregularities taken place in the issuance of paddy Stocks on the credit basis. Mr. K.A.V.U.S.
Perera was arrested subsequent to reporting matters by the Police Financial Crimes
Investigation Division pertaining to this under the Case No. B/1131/15 to the Magistrate
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02.

03.

04.

05.

Court, Fort on 15.05.2015 and he has been released on bail. Police investigations have been
finalized and the investigation files have been referred to the Attorney General. Explanations
have been submitted on behalf of the Paddy Marketing Board at the inquiries made by the
Attorney General. The Attorney General is considering the possibility of adopting legal action
against Mr. K.A.V.U.S. Perera, Employees of the Paddy Marketing Board and Millers revealed
in the police investigations.

Investigations on the issuance of paddy stocks on credit basis that were suspended have
been finalized by conducting a preliminary investigation again by appointing a new
preliminary Investigation officer as per the agreement entered in to by the two parties at the
Appeal Court. Accordingly, Mr. K.A.V.U.S. Perera has been issued a Chart Sheet. Thereby, it
is scheduled to take disciplinary action by conducting a formal disciplinary inquiry. In
addition to that, Mr. N.G.C.K. Nissanka, Regional Manager of the Paddy Marketing Board has
been interdicted on the matters disclosed at the preliminary investigation conducted
regarding this incident and a formal disciplinary inquiry has also been commenced for him.
Miss. Lanka Rajani Wijethileke, Assistant Regional Manager has also been interdicted and
the formal disciplinary inquiry has already been finalized. The disciplinary action will be
taken according to the reports of the inquiry officers.

Sale of Paddy for Animal Food

This matter has already been submitted to the Committee on Public Enterprises.

Establishment of Paddy Stores.

This matter has already been submitted to the Committee on Public Enterprises.

Post of General manager

When the Post of General Manager of the Paddy Marketing Board remained vacant, the
Scheme of Recruitment was adopted and the internal and external Candidates were
interviewed. The approval of the Board of Directors for recruiting Mr. S.M. Saman Palitha
Bandara out of such candidates for the Post of General Manager was granted at the 63™
meeting of the Board of Directors held on 05.11.2015. Later, Mr. Vajira Perera who was then
employed in the Post of General Manager and reverted to the Post of Deputy General
Manager (Operations) owing to disqualifications for the Post and had been interdicted at
that moment, had filed a Fundamental Rights Case bearing No. SC/FR/314/15 in the
Supreme Court against the Paddy Marketing Board. In hearings at the Supreme Court, an
internal order has been issued to avoid the filling of the Post of General Manager until the
hearing was over on 28.11.2017. Accordingly, appointing an officer for the Post until a final
verdict is declared for the aforementioned legal case is not possible within the existing legal
framework.

Loans to be settled and Loans to be Received

Paddy stocks purchased by the Paddy Marketing Board have been provided for various
Programmes and Projects as per the Policy decisions of the Government. The quantity of



paddy provided to such Projects and the loss incurred to the Paddy Marketing Board have
been mentioned in Annexure 01.

The Cabinet of Ministers was made aware on the loss of Rs. 14,369 million incurred so
through the implementation of these Programmes. Accordingly, The Cabinet of Ministers
has appointed a Committee to study this matter and to issue recommendations and the
following recommendations have been approved by the Cabinet of Ministers by the Cabinet
Memorandum No. 18/0526/732/007 dated 31 March 2018.

1. Converting the current arrears to be paid to the State Banks by the Paddy Marketing
Board in to a long-term credit operated by the General Treasury.

2. Encouraging the small and medium scale paddy millers to compete with the large-scale
millers to minimize the oligopoly created by such large-scale millers.

Accordingly, a Programme of providing loans and working capital on a concessionary basis
has been implemented through the Ministry of Agriculture for small and medium scale
paddy millers.

6. Damages for Paddy Stocks

Cabinet of Ministers and the General Treasury emphasized that Paddy stocks should be
annually verified as per the Financial Regulations. Very large quantities of Paddy stocks are
being stored in more than 210 stores (One Store contains 1,000,000 kilograms of Paddy)
owned by the Paddy Marketing Board. Therefore, it is not practical to verify stocks in every
year. The most suitable period for the verification of stocks of paddy is the occasion when
Paddy stocks in many stores are issued and occasion before purchasing paddy stocks in the
following season.

The first verification of paddy stocks was done by the Auditor General’s Department by an
Audit Test check in the Months of October and November 2013 as per the decision of the
Cabinet of Ministers. The Second Paddy Stock verification was conducted in February 2014.
This Verification of stocks was conducted by the Officers of the Paddy Marketing Board on
the guidance of the Ministry of Co-operative and Internal Trade as the Board does not have
additional Provisions for conducting this verification and the Board needed to reduce
expenses.

Subsequently, The Paddy stocks were verified in two phases as per the priority of emptying
the stocks in the year 2018. The Verification of paddy stocks at that moment was conducted
by the Officers of the Paddy Marketing Board under the supervision of the National Audit
Office.

6.1 Verification of Stocks in the year 2014

I.  Action had been taken to recover the value of loss paddy stocks that exist further after
removing the natural losses subsequent to conducting investigations in terms of the
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Financial Regulations pertaining to the officers in charge of stocks of paddy in stores where
unnatural reductions in stocks were observed based on the verification of stocks conducted
in the year 2014. Accordingly, a surcharge of Rs. 11,596,514.00 has been imposed on 40
officers in charge of stocks. The 38 Officers out of the 40 officers in charge of Paddy stocks
have agreed to pay the surcharge of Rs. 7,350,560.00. Accordingly, action has been taken to
recover the loss incurred by the Paddy marketing Board and further activities in this regard
are in operation. As mentioned above, two officers who have not paid the surcharge of
4,245,954.00 have been interdicted and charge sheets have been issued to them for taking
disciplinary actions against them. These officers have filed two legal cases in the Appeal
Court against the disciplinary action taken against the two officers. Legal opinions have been
submitted by the Attorney General for these legal cases.

Il. In addition to this, complaint pertaining to an Officer in charge of paddy stocks and
responsible for a loss of paddy stocks to the value of Rs. 17.9 million has been lodged to the
Crimes Investigation Department. Accordingly, a legal case has been filed in the Court of Law
against the Officer in charge of the Stock of paddy.

6.2 Stock Verification in the Year 2018

The Stock verification was conducted in the year 2018 too in the occasion where most of the
stores of the Paddy Marketing Board are emptied. The priority of emptying the stocks was
finalized in April and March as the phase 1 and in June and July as phase 2. All the purchases
and issues as per the seasons and condemned paddy and physically available stocks after the
Stock verification conducted in the year 2014 were studied here. This process was
conducted with the leadership of the Internal Auditor of the Paddy Marketing Board and the
entire process was executed under the supervision of the National Audit Office. The Report
on the Verification of Stocks have been finalized and it is expected to adopt the following
action in the future on the instructions of the Board of Directors.

a) Calling explanations from the Officers who have maintained unexpected deficits in
stocks and conducting disciplinary inquiries against such officers.

b) Appointment of a Committee of Specialists and determination of acceptable norms
for deficits in stocks.

c) Charging surcharges from officers who report deficits in stocks by exceeding the
acceptable norms.
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1. Project Title:

PROJECT PROPOSAL FOR ENHANCING THE STANDARDS OF THE
EXISTING PADDY STORES AND CONSTRUCTIONS OF NEW STORES

2. Sector:  Rural Economy

3. Project Location: Major Paddy Producing districts

3. 1 Specify the Project Location

Site Province District Division Location

Northern, North | Construction of 50 new District

stores in  Kurunegala, Secretaries
Central, North East, Puttlam, Rathnapura, will identify
Eastern, South, | Batticalloa, Polonnaruwa, the location
Trincomalee,
Matale,Monaragala,
Sabaragamuwa Ampara, Anuradhapura,
Kilinochchi,  Vavuniya,
Mulathivu, Mannar,
Jaffna Districts

Central and

4. Rationale of Project:
4.1 General information

Staple food of Sri Lanka is paddy. Paddy is grown in two main seasons; Yala and
Maha. On average, the annual extent sown paddy is 870,000 ha. Out of that 560,000 ha
are grown in Maha season and the remaining 310,000 ha grown under Yala season.
About 1.8 million farm families are engaged in paddy cultivation island-wide. Their

main income source is paddy cultivation.

As the harvest is twice per year and it comes to the market in a short period of time, The
demand for paddy during the harvest seasons is very low. However, most of the farmers
sell their product just after harvest due to several reasons. Some farmers sell their
products in the field itself without proper drying and cleaning at cheaper rates. One

reason is lack of storage facility for individual farmers, other reasons are to reduce the
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extra operations required for proper drying and storageand to recover their credits
obtained to invest inputs during cultivation such as fertilizer, agro chemicals, labor and

land preparation etc.

The price of paddy during harvest season is very low. As the farmers sell their paddy
just after harvest the income from the cultivation is very low. However the price of
paddy is higher during off seasons. Most of the farmers’ donot have stock to sell during
the off season. Therefore, the paddy cultivation is becoming an unprofitable cultivation

for most of the farmers.

Government has been purchasing paddy from the farmers at a guaranteed price through
thePaddy Marketing Board. Basically the quantity is around 10% of the total harvest. In
addition, few government agencies are involving in paddy purchasing such as co-
operative establishment and district secretariats. The aim of the process is to maintain
higher market price for paddy to facilitate farmers to get higher income. Around 40% of
the total production is stored by the farmers for their own consumption. The remaining
amount is purchased by the private sector millers and merchants. Private sector millers
have been purchasing paddy at lesser price than guaranteed price. However, due to the
government intervention, the price of paddy in open market has been stabilized at

certain level around the guaranteed price.

Currently, the Paddy Marketing board has around 235,000 MT capacities to store paddy
stores located island wide. Based on the condition and the security status of the stores
they have been categorized to three categories. The stores that have been constructed or
renovated during recent years were recognized under category “A”(47 stores). In
addition, there are 80 stores identified as “B” grade which need minor repairs. The
remaining 100 stores are categorized as “C” and the condition of these stores are not

suitable to store food items.

Several paddy cultivation areas still don’t have enough storage facilities. Therefore, to
secure the farmers, PMB is purchasing paddy in temporary places and transporte to
Main stores. Handling and transportation cost is very high in this process.

The levels of grain loss in stores depend on the standard of the store and it is
experienced that around 5 to 10 % of the stored grains have deteriorated due to the poor

conditions of certain stores.
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4.2 Project Objectives

Enhance the existing standards of the stores in order to reduce the stock losses and to

maintain condition of stored paddy that are kept for human consumption.

This project intends to achieve the following specific objectives.
e Reduce the postharvest losses of paddy
e Maintain hygienic condition with in the stores required for paddy
e Reduce the extra expenditure for mobile purchase.
e Extend the opportunity of farmers in rural areas to sell their paddy at
competitive price.

e Provide quality rice to the consumer at reasonable price

4.3 Specific issues to be addressed by project

The changes of the environmental conditions such as wind, rainfall and temperature
affect to the paddy stored in stores. In addition, birds, monkeys and wild animals such
as elephant attacks are also common. Further, the losses due to attacks from rodents
(rats) are significant in most of the stores. In order to avoid above stock losses, the only

solution is to maintain high standard storage facilities.

Most of the stores were constructed around 40 years ago. Walls of the most of the stores
were constructed using Tin sheets, which get damaged while permitting entry of small
creatures and rapidly propagating inside the stores. This will lead to restrictions in
controlling the pests. Floors of almost all the old stores are so weak that tend to increse
entry of rodents. The drainage systems of the stores have been blocked due to the
current development activities in surrounding. This condition will lead damping off
(entry of moisture from the floors of the store) while damaging the paddy stored in the

bottom layer.

Generally, paddy should be stacked on the pallets (Wooden / Plastic structure) to
facilitate ventilation and to avoid absorption of the moisture from the floor. However,

pallets are available in only around 5 % (present situation)of the stores of the PMB.
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Therefore, bottom layers of the stack become unsuitable for human consumption in
most of the stores.

Due to the above reasons, the losses may be increasing. In addition, damages caused to
paddy by animals as well as due to mixing of bird droppings, urine and excreta of the
living beings make the paddy unsuitable for human consumption. Further, it creates

harmful microbial growth.

Normally, a store should have a mini office, electricity supply and a toilet facility. Such
facilities are not available for around 80 % of the stores. This situation creates
inconvenience for the store manager, supporting staff (hired labors) and the farmers

waiting to sell their paddy.
4.4 Mode of intervention in terms of this project

The expected aims of the storage are to provide protection from the environmental
factors and the biological factors. In addition, sanitary condition of the stores is to be
maintained since the paddy is a food item. Therefore, standard conditions are to be
maintained in the store. Therefore, 100 stores have been identified to improve the

existing conditions.
4.4.1 Medium Scale Repairs

PMB has identified 100 stores that need medium scale repairs. Following are the

expected repairs;
Replacing the damaged tin sheets or Asbastus sheets in roof

Replacing the damaged corroded tin sheets, Asbastue or Amanor sheets fixed to

the walls of the building
Repairing the damages in walls
Repairing the drainage system

Replacing of wire mesh fixing in between walls and the roof to avoid entry of

birds and other animals such as monkeys.
Replacing or repairing of doors

Constructing the fence and fixing the gates to enhance the security.
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4.4.2 Construction of New stores

According to the recent study, PMB has identified 50 new stores to be constructed in

following locations.

No

Name of
District

the

Location of the Construction

Kurunegala

Galgamuwe

Meegalewa 01

Meegalewa 02

Thabuththegama 01

Thabuththegama 02

Puttlam

Ipalogama -Puttlam

Nawegaththegama

Puttlam

Ampara

Damana

Dehiaththakandiya

Weeragoda

Kohobana

Iginiyagala

Uhana

Anuradhapura

Mihinthale

Wahalkada

Palugaswewa

Kilinochchi

Poonarin

Poliyanpokani

Akkarayan

Kilinochchi City

Vishvamadu

Vavuniya

Mamadu

Mullathive

Puthukudyiruppu

Kumunamunai

Mannar

Adamban

Nanattan

Murungan

Sirunavakulam

Jaffna

Chunnakam

Chavakachcheri

10

Monaragala

Buththala

Okkampitiya

11

Rathnapura

Pallebedda

Panamura
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12 | Hambanthota Megahajadura

ParakramaSamudraya

Nuweragala

13 | Polonnaruwa Sadagalathenna

Medirigiriya

Aselapura

14 | Mathale Hadungamuwe
Siththandi
Wellawali
15 | Batticaloa Waunthiu

Kannapuram
Wakare

Morawewa

Kuchchaweli

16 | Trincomalee
Werugal

Dehiwaththa

4.4.3 Providing Pallets

Generally the capacity of a PMB store is around 1000MT. It needs 500 pallets for one
store. Currently only few stores are equipped with pallets. Therefore, it is expected to

provide pallets for 150 stores.
4.4 4 Establishment of whole sale sales centers

Presently, PMB is not engaging in the process of rice and sales to the market as
specified in the PMB Act. Therefore, it is expected to establish wholesale sales centers
in at each regional office and one in Colombo.

4. 5 Relationship of project to national priorities

Government has spent rupees around Rs. 4 to 5 Billion to purchase paddy for a season.
Annually the amount may be beyond rupees 10 billion. Total cost for upgrading the
stores is less than 7 % of the annual investment used to purchase paddy. Therefore, it is
worth to improve the condition of the existing stores to avoid loss of purchased paddy

during a period of 5 to 10 years.
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5. Expected Project Outputs:

After, implementing the project, standards of existing 210 stores become upgraded

island wide. It will reduce the losses of the stored paddy causeddue to the defects in

storage as well as from the adverse weather and animals.

Establishing 50 new stores, the Government will be able to purchase paddy islandwide

without having limitations for storage thereby leading to stabilize the market price

during harvesting period in all over the country. Finally this will upgrade the living

conditions of the farmers.

6. Project Budget:

No Description Quantity Amount (Rs. M)
Medium scale repairs
01 Repairs of Roofs, Walls, Fence, 100 stores 200
Doors, Floor and Drainage systems
02 Construction of mini office (40°X15°) | 100 stores 150
sales centers and toilets (2.5 M each)
03 Construction of 50 new stores 50 stores 1,500
04 Construction of Sales centers 08 sales centers | 100
Other requirements
04 Providing Pallets (Wooden Frames) | 150 Store 525
(500 pallets per store at a rate of Rs.
7000)
2,475

7. Financing Plan:

7. 1 Method of Financing

Financial Source

Amount( Rs. Mn)

External Source -

Consolidated Fund

2,475.00

Proponent Funding -
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Beneficiary Contribution -

Other (Specify) -

Total 2,475.00

7. 2. Project Investments

Components Year | Year |Year |Year | Year Total(Rs. Mn)
2018 | 2019 | 2020 2021 | 2022

Repairs of stores 75 75 75 75 50 200

Construction of Mini 150

office

Construction of New 270 300 300 300 330 1,500

stores

Construction of sales - 50 50 100

centers

Providing pallets 50 100 125 125 125 525

Total 395 525 550 500 505 2,475

7. 3 Project Operations & Maintenance Costs

Components Source Yearl | Year 2 | Total

Financing (Rs.mn)

Not applicable

8. Environmental Impacts on Physical, Biological, Socio-Cultural or Aesthetic
Status: No impact on Environmentdue to renovation of existing systems
9. Implementation Arrangement

PMB Staff members with the help of District Secretariat Staff
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11. Staff Availability for implementation of the proposed project:

As the PMB doesn’t have the technical capacity, the assistance of the technical officers
and the engineers of the District and Divisional Secretariats will be obtainedfor

monitoring and implementation of the project.
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Introduction
1.1 INTRODUCTION

1.1.1. LEGAL BACKGROUND

Paddy Marketing Board is a government institution established under Parliament Act No. 14 of
1971

1.1.2. MANDATE

The mandate of the Paddy Marketing Board is

a) to carry on the business of purchasing, selling, supplying and distribution of paddy
and rice;

(b) to carry on the business and process of milling of paddy;

(c) to carry on any such other business as may be incidental or conducive to the

attainment of the objects referred to in paragraphs (a) and (b) above;

(d) to do all other things which in the opinion of the Board are necessary to

facilitate the proper carrying on of its business.

1.1.3. INSTUITIONAL HISTORY

1.1.3.1 PERIOD 1948 - 1971

The government purchased paddy trough the Department of Agrarian Services under a
Guaranteed Price Scheme
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1.1.3.2 PERIOD 1972 - 1978

Paddy purchasing, storing, milling functions were taken over by the Paddy Marketing Board
(PMB) in 1972. The co-operatives collected the paddy from the farmer on behalf of the PMB,
which hired private millers to process the paddy. The millers handed over the rice to Food
Commissioner’s Department, which in turn issued it to the co-operatives for distribution to the
consumers on ration. The PMB also involved in maintaining a "Buffer-Stock Scheme" for rice
by using its regional warehouses in each region.

1.1.3.3. PERIOD 1978 - 2000

The role of government in marketing paddy/rice was changed with the introduction of
economic liberalization policies in 1977. In 1978, the PMB act was amended and allowed the
private sector to involve in marketing rice based on competition. As a result of the intense
competition, there was a dramatic reduction in the government's market share in purchasing
paddy. In 1990 the Paddy Marketing Board became inactive due to shortage of employees
because of termination of 2,560 employees paying compensation. A resolution was submitted
to the Parliament on 05" April 2000 to dissolve the PMB but it was not success.

1.1.3.4PERIOD 2006 — 2007

In 2006, Sri Lanka Agricultural Products Marketing Authority was established under the
Companies Registration Act to purchase paddy trough Co-operative Whole Sale
Establishments, Co-operative Network and farmer organization. The adopted mechanism was
to purchase paddy from five cultivation zones handled by five managers and supervised by five
assistant commissioners. However, the exercise was not successful due to non-availability of
sufficient staff.

1.1.3.5 PERIOD 2008 — TO DATE

A cabinet paper was submitted to the Cabinet of Ministers for reestablishing Paddy Marketing
Board and approved on 25.07.2007. The new Director Board was appointed on 01/09/2007
and first board meeting of the re-established PMB was held on 09/01/2008. PMB re-
commenced paddy purchasing in 2008 YALA season.
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1.1.4. MAIN BUSINESS BACKGROUND.

Rice is the staple food in the country and is the main source of calories in the Sri Lankan diet.
Therefore, paddy sector plays an important role in agricultural sector in Sri Lanka. In 2011 it
has contributed 12 per cent to the agriculture sector GDP and 1.7 per cent to the total GDP.
Paddy occupies the largest land area under agriculture and in the year 2011, the gross extent
sown was 650,000 ha. Generally, paddy occupies about 45 per cent of the total permanent
agriculture land holdings. A majority of the paddy farmers, 70 per cent, are smallholders with a
land area of less than 1 ha. Paddy is cultivated during two seasons, Maha and Yala. Maha
(October to March) season usually accounts for about 65 per cent of theannual production and
the rest 35 per cent coming from the yalaseason (April to September). Two thirds of the
paddy extent is grown under irrigated conditions and the paddy crop is heavily dependent on
rainfall. After milling, paddy is known as rice. The average per capita consumption is about 300
grams of rice and it provides about 1,050 Kcal per day, meeting 45 per cent of the per capita
protein requirement. Given the significance of the paddy sector in the Sri Lankan economy, all
successive governments have placed a greater emphasis on increasing paddy production in
order to achieve self-sufficiency. Therefore, a largeramount of investments were geared
towards the improvement of the paddy sector. Large scale irrigation projects, land
development and settlement schemes, free provision of irrigation water, fertilizer subsidies
and guarantied prices were some of the investments made in order to improve the sector
performance. This has improved the paddy cultivation in the country and at present country is
enjoying a self sufficiency level. In Sri Lanka, more than half of the production of paddy comes
to the market as the surplus. In marketing this surplus, both the private and the government
sector institutions play a role. However, the level of operation by these groups has changed
significantly over the years.

Market share of the PMB

Year Total paddy | Paddy purchased | PMB Market
production by PMB ‘000 MT | share
‘000MT
%
1972 1,305 551 42
1975 1,158 242 21
1977 1,681 513 31
1980 2,137 212 10
1985 2,487 324 13
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1990 2,538 31 1
1995 2,810 282 10
2007* 3,131

2008 3,875 5.72 0.15
2009 3,652 50.44 1.38
2010 4,189 182.56 4.36
2011 3,828 78.64 2.054
2012 3,845 125.9 3.27
2013 4,620 227.52 4.92
2014 3,477 4.563 0.12
2015 4,594 335.84 7.31
2016 4,420 157.42 3.56
2017 2,441 0 0
2018 3,821 5.6 0.14

1.1.5. PMB'’S CHALLENGE

Market price of the paddy during harvesting period is becoming very low. The production is
varying as per the climatic condition. During the normal climatic situation, the production is
very high. As the farmer doesn’t practice of storing paddy to sell during of season; grater
percentage of the production reaches to the market during harvesting season. The ultimate
result is the decreasing the market price. Once the market price became low, most of the
farmers try to sell their harvest to PMB stores as PMB purchase paddy at guaranteed price.
This will create limitation of funds as well as storage facilities. Most of the time, farmers
protest to influence Government to increase funds and to facilitate additional storage.

If the climatic condition is worst, most of the mill owners try to strength their stocks which
create an increase of price for rice. The most of the farmers try to sell their paddy to other
millers in this circumstance.
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1.1.6. PMB OPERATING ENVIRONMENT

PMB re-established in 2007 and paddy purchasing re-commenced in 2008. Initially,the
Treasury allocated Rs. 158 million to purchased paddy.

Within the framework of re-established Institution with heavy liabilities carried forward, the
PMB contrives to meet the demands of all paddy farmers, sellers, farmer organizations,
consumers, amidst the social, economic, and political constraints. The competitive
environment in which the PMB is currently operating challenges the levels of best practices
and high performance. Thus, a continuous assessment of the internal and external conditions
affecting its performance is therefore imperative.

1.1.6.1. INTERNAL

The PMB recognizes the importance of maintain higher price for paddy farmers and
reasonableprice level for rice consumers while maintaining sufficient buffer stock.

It identified weak areas that need to be strengthening.

- adequate storage facility

- Improved skills and responsive staff

- Stream lining operations systems and procedures

- Provision of adequate resources

- Setting priorities in line with available resources.

- Overcoming heavy burden on liabilities prior to re-establishments of PMB

1.1.6.2. EXTERNAL

The external factors and conditions that may affect the achievement of PMB's
objectivesinclude:

- In adequate funds at reasonable rate

- Capacity of farmer organization, co-operative societies to act as an agent for
PMB

-Support and co-ordination from related institutions, Co-operative societies,
Food commissioner’s Department, Lak-Sathosa, private millers, etc.,

- Sharing of and access to information
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1.2. ORGANIZATIONAL STRUCTURE

The successful implementation of the Corporate Plan depends strongly on the availability of
adequate human resources with relevant skills. Since the PMB currently operates with 199
hands it is necessary to strengthen the capacity of all level in order to drive the institutions.
Current Organization structure is within two levels. Head office operates with minimum staff
of 45. The Region office operates with 154 staff members.

In addition, Ministry of Rural Economic Affairs attached 29 officers for the PMB. Later, the
Management Plan is arranged in accordance with the divisional functions with theOutcomes
set out in line with the responsibilities of the divisional sections.

PMB initiated automating its activities within the PMB including stores management. Pilot
study has been implementing for two regions and the Head office.

1.2.1 RESPONSIBILITY AND ACCOUNTABILITY STRUCTURE OF PMB

Ministry

Chairman <«—— Board of Directors

l

General Manager

|

Regional Manager

}

Supporting staff
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1.3. VALUES

The PMB aims at providing high quality services through the adoption of the following key
principles and values. In doing so the PMB staff will maintain good governance, be fully
accountable for their professional behavior and total transparency:

QUALITY MANAGEMENT
Efficient and effective services and products.

Critically assessing the degree of achievements against desired standards,
demonstrating a total quality approach in own work and in dealingwith others.

PROFESSIONAL INTEGRITY
Take pride in your work: humility in services in the work place.

Create and maintain outstanding relationship with staff and clients with customer
focus services, respect, competency in service, well presented and friendly.

TEAM WORK

Promote collective effort, coordination, participatory approach, open communication,
and information sharing.

EQUITY

Promote and maintain equal opportunities for all, neutrality, gender balance and
strengthen high staff morality

EFFICIENCY
Concern with doing something better through effective management;

Sees events as an opportunities. (Cutting through red tapes to get things done)
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INNOVATIVE APPROACH

Doing things differently to encourage sharing of financial and physical resources

SELF-RESPECT

Conscious of and adherence to prevailing social principles that encompass strict
observations of sanctioned conduct,

Customary rituals and norms and,

Beliefs and values of which together forms a basis of enhancing one’s self-development
and utmost dignity

1.4 EXISTING VISION, MISSION AND OBIJECTIVES OF PMB
Following are the existing Vision, Mission and Objectives of the PMB existing up to 2012
1.4.1VISION OF PMB

To become the pioneer parastatal in the country for purchasing, storing, processing &
marketing of paddy and rice.

1.4.2 MISION OF PMB

To affect an implementing mechanism and provide related services for purchasing, processing,
storing and marketing of paddy and rice through a committed staff equipped with knowledge
and skills to the satisfaction of both the producer and the consumer.

1.4.3 GOALS OF THE PMB

There are three cross-cutting goals that PMB operates in addressing the above mission, the
first goal reflects the farmer benefit and second goal is for the benefit of consumer.

1. Stabilized high market price forpaddy
2. Make available of rice at reasonable price
3. Regularize and supervise rice milling and storing

1.4.4 STRATEGIES FOLLOWED BY PMB

1. To stabilized high market price for paddy, PMB plans to purchase 10% to 15% of
paddy production at guaranteed price.
2. PMB maintains 50,000 MT of buffer stock and release to the market when there
is a shortage.
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1.7. Organizational Chart

Chairman

Board of Directors

\ 4

General Manager
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2.0 BUSINESS PHILOSOPHY OF PMB

CORE VALUES OF PMB

PERFORMANCE ORIENTATION

Y VYVYVY

Y VY

We encourage high expectations, set ambitious goals and continuously meet our targets

We build trust with open and candid communications with all of our partners

We comply with all laws meet all regulations and provide customer requirements at
reasonable prices

We strive to realize reasonable gain for all our hard work and for the risks that we assume
in providing our service to the general public

We fulfill our responsibilities as a good corporate citizen by being positive and being
helpful to conserve our natural environment

Our first priority is to satisfy customers and customer satisfaction is our prime motive

MANAGEMENT EFFECTIVENESS

VVYVY VY

Y VY

We will be progressive and market oriented providing quality products that fulfill customer
needs

We obey all laws, produce safe products, protect Environment and are socially responsible
We are committed to the highest level of ethical conduct

We will take every effort to maintain the customer goodwill and the reputation we have
earned over the years

We conduct ourselves with unfailing commitment to the highest ethical and professional
standards

Good Governance is our emphasis and equity/ fair-play is our behavior

BETTERMENT ON CONTINUOUS BASIS

YV VY

We accept innovation and change as the key result and drive it by encouraging creativity
and strive for leadership

Together, we take care of our customers with Confidence, Commitment, and Honesty.

We, as a team are very creative to meet the ever-increasing Customer demands.

Innovation is our motto and Goal Achievement through total customer satisfaction is our
prime focus
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3.00UR DIRECTION

3.1 MAJOR COMPONENTS OF THE MISSION STATEMENT
WHAT — To provide food security to the Sri Lankans
TO WHOM -Sri Lankans

HOW —by securing guaranteed price to Paddy and agricultural Farmer, Producer, Marketer
and Consumer

BUSINESS PHILOSOPHY - Fairly and Competitively
ETHICAL CONCEPT —Ethical and professional manner

SOCIAL RESPONSIBILITY-To contribute towards achieving the National Vision of Sri
Lanka: Securing farmer and satisfying the consumer

4.0 OUR FOCUS

4.1 THRUST (KEYRESULT) AREAS

a) Paddy and essential grain market price stabilization.

b) Establishing and Maintaining high quality standards for Paddy and rice.

c) Minimizing wastage and ensuring high quality goods to the market

d) Ensuring Efficient and Effective resource utilization with good governance
e) Facilitation for Fair price of rice to the consumer

f) Ensuring Food security to Sri Lankans

4.2 OUR AIMS

4.2.1 GOALS AND OBJECTIVES

4.2.1.10UR CORPORATE GOALS

Thrust Area 1: Establishing the Market price of Paddy.
a) Price to the producer of paddy guaranteed
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b) Reduce the gap between market price and the guaranteed price
c) Producer satisfaction optimized

d) Improve the storage facilities

e) Improve the store condition to maintain the quality

Thrust Area 2: Regulate the market price of Rice

a) Reduce the fluctuation of price of rice throughout the year

b) Release of stocks to the market during off seasons

c) Satisfy the customer by supplying of rice to the market at affordable price
Thrust Area 3-Ensuring Food security to Sri Lankans

a) Adequate Buffer stock maintained
b) Disasters/ emergencies handled optimally
c) Improve the store facilities
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4.2.2. OUR RESULTS FRAMEWORK (INDICATING OUR OBJECTIVES)

Name of the Organization : Paddy Marketing Board

Vision : To be the leading National Institution for Purchasing and Handling Agro-based Products

Mission : Implementation of a trading mechanism towards the satisfaction of Agro producer and Consumer

No | Description of Results

Key Performance
Indicators

Base
line
2015

Targets

2019

2020

2021

QL [ [Q3 [Q4

QL [Q2 |Q3 |4

QL Q2 [Q3 | Q4

Trust Area 1: Establishing the Market price of Paddy

Key Result Area 1: Purchasing of Paddy at Guaranteed Price

Primary Outcomes

1 | Ensure a reasonable price Gap between price 10 8 |8 8 6 7 7 7 5 7 7 |7 |5
for the producer for Agro- | in open market and
Based products guaranteed price :
Nadu paddy(Rs/kg)
Out puts
2 | Target for purchasing of Purchasing target 3.2 1 |05 |05 |1 1 05 |1 15 |1 15|1 |15
Paddy ‘000,000 MT
3 | Maintain internal control Computerize 5 25|25 |25 |25 |25 |05 (05 |05 |05 [05]05 (05
system operation system Rs.
M
4 | Increase the storage Renovation of stores | 75 0 25 |25 |25 |25 |25 |25 |25 |25 |25 |25 |25
facilities (Rs. M)
Construction of 30 0 |0 30 |60 |0 0 30 |60 |O 0 |30 |60

stores (Rs.M)

Improve the store
facilities (Rs.M)
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Trust Area 2: Regulate the Market price of Rice

Key Result Area 2: Secure the consumer by making certain quantity of rice available in the market throughout the year at a

reasonable price

Primary Outcomes

6 | Reduce the price Difference in Market | 10 8 |8 4 4 8 8 4 4 8 8 (4 |4
fluctuation of rice during price of White raw
harvesting and off seasons | rice (Rs/. Kg)

Out puts

7 | Sale of Paddy to the open Selling price of 35 - 40 |- 40 |- 40 |- 40 |- 40 | - 40
market at reasonable price | Paddy White long
during off seasons grain Rs./Kg

8 | Sale of Processed rice Selling price of Rice | 60 70 |70 70 70 75 75 75 75 80 80 |80 |80
through Sathosa/Lanka White raw Rs./Kg
sathosa outlets and
supermarkets at a
reasonable price

Trust Area 3: Ensuring Food Security for Sri Lankans

Key Result Area 3: Ensure the availability of paddy/ rice for contingencies

Primary Outcomes

9 | Satisfy the requirement of | Maintain buffer 50 50 |50 |50 5 5 |5 |50 |50 |50 |50 |50 |50
consumers during a food stock '000 MT
crisis

Out puts

10 | Improving the storage Purchase equipment | 25 25 |25 |25 |25 |25 |25 |25 |25 |25 |25 |25 |25
facilities to improve condition

of stores Rs. M
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5.0 ENVIRONMENT ANALYSIS - (S-W-O-T ANALYSIS)

5.1 INTERNAL ENVIRONMENT OF PMB
STRENGTHS

V. V VVVVVYYVYYVYYVY

Large unutilized properties owned such as 230,000 MT of storage capacity by PMB
Effective and efficient management team

3Nos of circuit Bungalows in attractive locations

Large Distribution Network

Ability operate under crisis conditions

Recognition received from the Public

Reputation and goodwill gained up to now

Reliability secured up to now

Availability of a team of professionally qualified and well experienced executive and
staff
Sound sector relationships

WEAKNESSES

YVVVVYVYVVVVVYYVYYVYVYYVYY

Majority of buildings are old and needs renovation

5 Nos Mills beyond repair

Lack of information /databases for effective operations
Lack of motivation of work force

Lack of flexibility in operations

Information inadequacy

Lack of Research facilities
Lower salaries and other benefits provided to staff
Lack of marketing skills

Dependency among state Govt. Institutions

Lack of modern technology

Past liabilities and the payment of 8 Bn. during next year
Tight Govt. controls

Influence by local Politicians

Unrest of farmers during purchasing

5.2 EXTERNAL ENVIRONMENT OF PMB
OPPORTUNITIES

Growth in the sector

Availability of offshore markets

Government Emphasis and support

Increase in National demand

Potential for Assistance available from Government and other agencies
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THREATS

Non availability of adequate resource base

Lack of availability of local and Foreign Fund providers
Poorly organized farmer community

Organized private sector groups involved in the sector
Lobby groups to disrepute PMB image
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6. CORPORATE STRATEGIES TO ACHIEVE GOALS

6.1. TO ACHIEVE GOALS

Existing Products / Services New Products / Services

Existing )
Markets/ Focus Market‘ Penetration Productc Development
Groups strategies strategies

Market Development Diversification
New Markets/ . .

strategies strategies
Focus Groups

I. MARKET PENETRATION STRATEGIES

Emphasize on Corporate Promotion and Publicity
Provide product quality and reliable service
Continue to build corporate brand image
Concentrate on productivity improvements

ii. MARKET DEVELOPMENT STRATEGIES
Enter in to new areas including overseas markets
Work out coalitions and collaborations

iii. PRODUCT DEVELOPMENT STRATEGIES
Develop as many new products and processes

iv. DIVERSIFICATION STRATEGIES
Introduce a real time Market Information System

B. SWOT STRATEGIES TO ACHIEVE GOALS

Strengths Weaknesses
Opportunities
SO strateaies WO strateaies
Threats ST strateqies WT strategies
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a. SO STRATEGIES (Use strengths to take advantage of opportunities)

C.

d.

Develop Linkages with provider institutions
Innovate new products to suit market requirements
Find collaborating partners

ST STRATEGIES (Use strengths to avoid threats)
Collaborate with other similar institutions
Minimize overhead costs

WO STRATEGIES (Take advantage of opportunities by overcoming threats)

Continuous development of Human Resources
Utilize new and improved technologies

WT STRATEGIES (Minimize weaknesses and avoid threats
Emphasize on productivity improvements

Specific Strategies to complement/supplement above generic and corporate Strategies

™=

o oA

o ~

Employ alliances and collaborative partnerships with suppliers’ processers and Buyers
Employ offensive strategic Moves in purchasing paddy using advantage available
Carry out continuous Research and Development to improve on methods for quality
checking and storage

Use strict quality checking at the point of acceptance and in field as well

Take the first mover advantage in price fixing to guarantee price to the consumer

Use Internet as an information and a distribution channel for purchasing, marketing and
selling

Improve storage capacity and quality of storage

Employ total quality management

Improve processing quality
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7. ACTION PLANS TO ACHIEVE GOALS (Action Plans are based on the strategies identified in section 9 above)

2019 2020 2021 2022 Out Put
Strategies Proposed Activity Financial Targets (Rs.M) Financial Targets (Rs.M) Financial Targets (Rs.M) Financial Targets (Rs.M)
Ql | Q2 Q3 | Q4 | Q1 | Q2 | Q3 | Q4 | Q1 | Q2 | Q83 Q4 Ql | Q2 | Q3 | Q4
Purchase 10% of the Annually
; Purchasing
paddy productionfrom | | 1 316 | 6784 | - | 3000 | 1000 | 6750 | - | 4000 | 2750 | 6750 | - | 4000 | 2750 | 6750 | - 300,000MT  of
To ensure farmers during Yala '
paddy
purchases of and Maha seasons
farr(:zircisﬁrz Establishment of a Construction  of
P new store & Office [ 9.6 38.6 241 | 241 | 25 50 50 20 | 80.2 | 200 300 71.5 755 | 225 275 | 76.2 | 50 new stores
reasonable Buildin
price within a g
re_asonable Renovation of old 100  Renovated
timeand | stores to minimize the | 18.3 | 914 | 548 | 182 | 17 | 44 | 17 | 9 | 10 | 25 | 28 12 10 | 25 | 25 | 15 | stores
disposal of losses
such products
in different Improving the storage 1005 Provide 75,00
ways so as to | facilities by providing ' pallets &other
convertthe | equipment & office 20.8 52 20.8 | 104 9 10 1 10 80 10 10 90 85.5 15 equipment
PMB to a furniture
profit making
entity c o o Automating
omputerizing - the 1y, | 5 | 27 |07 |05 | 05| 05| 0o | 05| 05| 05| o | 05 | 05| 05 | o |operatons o
Operation system stores in 7 regions
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