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SUMMARY -- 

The Project Loan Agreement f o r  the Paddy Storage & Processing Project was 
signed on February 2 ,  1978, between the Government of Sri Lanka ( G S L )  and 
the L.S. Agency f o r  International Development ( A I D ) .  This agreement pro- 
vided a to ta l  loan o f  $5.4 m i l  1 i o n ,  subsequently revised down t o  $4,775,000 
by Implementation Letter No. 12. The Project Activity Comptetion Date 
(PACD) i s  June 30, 1984. As of April 30, 1984, a total  o f  $4.7 mi1 1 ion was 
expended under the project. 

The p r o j e c t  i s  designed t o  increase the efficiency o f  paddy procurement, 
storage and processing and t o  increase the capacity fo r  paddy storage and 
processing. In  order t o  achieve the above objectives f i ve  input programs 
were devised as follows: (1) the paddy procurement program, which is  t o  
upgrade procurement techniques and provide 3,000 moisture meters; (2)  the 
mil l i n g  and storage program which, while increasing GSL' s storage and 
m i l ?  i n g  capacities,  is a1 so t o  demonstrate the efficiency of modernization 
and bul k hand1 i ng through the construction of seven two-ton storage and 
m i l l i n g  complexes; (3) the training and research program which i s  t o  up- 
grade the i ~ s t i t u t i o n a l  capabi l i ty  by t raining 3 persons fo r  MS degrees 
and about 60 persons i n  short-term courses; (4)  the private sector pro- 
grams, which will provide 10 one-ton-per-hour mills and relevant training 
t o  pr ivate sector millers; and (5) the technical assistance program (TA) 
consisting of 70 PMs of assistance t o  provide technical guidance and new 
s k i l l s  t o  implement the project successfully. 

The s ta tus  o f  these i n p u t s  are a s  f ~ l l o w s :  (1) Approximately 1,000 moisture 
meters have been sol d w i t h  a balance 2,000 remaining i n  the godowns. (2)  
C i v i l  construction work i n  six of the complexes have been completed. Two 
complexes have been conmissioned while two other complexes are  scheduled 
for  commissioning i n  l a t e  1984. (3) The training plan has been completed 
satisPartori7 y,  w i t h  57 participants receivin short-term training and 2 
participants receiving long-term training.  (43 O f  t h e  ten one-ton-per-hour 
rice mills prcvided, seven have been sold t o  t h e  private sector while three 
mills were r2allocated fo r  the Paddy Marketing Board use, two o f  which have 
a1 ready been instal  I ed. (5) The technical assistance was provided through 
a contract w i t h  Louisiana State University, which was completed i n  December 
1981. Subsequently, the services of an Indian consultant were obtained on 
a short-term consultancy assignment i n  order to  t ra in  the operators of the 
new PMB milling complexes. 

All project inputs were not achieved as scheduled due to  changing economic 
conditions within the country which have stimulated the establishment of 
private mills and private trade, result ing i n  inadequate budget support from 
the GSL and slow turnover o f  moisture meters. The impact of these conditions 
has been to  cause the PHB t o  react slowly t o  marketing trends (support/pur- 
chase prices) and delay construction of the f a c i l i t i e s  required fo r  the 7 
two-ton m i l  Is. 
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14. Eva luat ion Methodolog1 

I n  view of t he  pos t  1978 p o l i c y  changes and the mandate given t o  t he  PMB on 
t he  pos t  harvest  development o f  r i c e  and other  subs id ia ry  crcps,  t he  evalua- 
t i o n  was aimed a t :  (1) p rov ia i ng  recomendat ions and an a c t i o n  p lan  for  t he  
expedi t ious conc lus ion o f  ongoing p r o j e c t  a c t i v i t i e s  and d i s p o s i t i o n  o f  
commodities no t  y e t  u t i l  i t e d ;  (2)  rev iewing the  s ta tus  o f  p r o j e c t  imp1 ementa- 
t i o n  and asce r ta i n i ng  t he  opt imal  use o f  the resources developed through t he  
Paddy Storage & Processing Pro jec t ,  i n  t he  g r a i n  sector; and (3 )  p rov id i ng  
recomendat ions f o r  f u r t h e r  GSL i n s t i t u t i o n a l  and p r i v a t e  sec to r  development 
i n  g r a i n  marketing, s p e c i f i c a l l y  i n  t he  areas o f  post  hdrvest  p rac t i ces ,  
product  development and coord ina t ion  among invo lved p u b l i c  sec to r  i n s t i t u -  
t i o n s  and the  p r i v a t e  sector .  

The methodology inc luded a rev iew of a l l  major p r o j e c t  documents, p r o j e c t  
repor ts ,  personal i n te rv iews  and s i t e  v i s i t a t i o n s .  The eva lua t i on  was con- 
ducted by two groups. The f i r s t  group cons is ted o f  i n -coun t ry  persannel and 
t he  team headed by an Add i t i ona l  Secretary t o  the M i n i s t r y  of A g r i c u l t u r a l  
Development and Research, wh i l e  t he  second consistec o f  two expa t r i a t e  can- 
s u l t a n t s  who, wh i l e  c r i t i q u i n g  t he  in-count ry  team's r epo r t ,  provided 
recommendations f o r  the  development o f  t he  post  harvest  a c t i v i t i e s  of t he  
g r a i n  sector. 

15. External  Factors 

\hen t he  p r o j e c t  design was f i r s t  proposed i n  1975, t he  s i t u a t i o n  i n  S r i  Lanka 
was f a r  d i f f e ren t  from the cu r ren t  econmic  and p o l i t i c a l  evironrnent. A t  t h a t  
t i m e  a  r ice  r a t i o n i n g  system da t ing  from World War I I  prov ided the t o t a l  
popu la t ion  w i t h  a minimum supply o f  r i c e .  Th is  r i c e  was d i s t r i b u t e d  through a  
l a r g e  network of cooperat ive soc ie t ies ,  and was providedfree-of-charge o r  a t  a 
subsidized pr ice.  The r e s p o n s i b i l i t y  f o r  admin is ter ing t h i s  program l a y  w i t h  
t he  Food Commissioner (FC) o f  the H i n i s t r y  of Food and Cooperatives. I n  order 
t o  supply r i c e  t o  the  r i c e  r a t i o n i n g  system, the  government purchased domes- 
t f ca l l y -p roduced  r i c e  d i r e c t l y  from growers. This developed i n t o  a major 
corrmercial a c t i v i t y ,  and as a r e s u l t  the  PMB was created i n  1971 f o r  the pur-  
pose o f  purchasing paddy, ensur i  ng i t s  proper storage, hand7 i ng i t s  conversion 
t o  po l ished r i c e ,  and f i n a l l y  d e l i v e r i n g  t he  r i c e  t o  t he  FC f o r  i n c l u s i o n  i n  
t he  r i c e  r a t i o n i n g  system. The p r i v a t e  sector  had n o t  been a c t i v e l y  encouraged 
t o  become a dominant f o r c e  i n  r i c e  marketing. 

A ser ies  o f  r a p i d  adjustments s ince 1977 have changed the complexion o f  the 
paddy l r i ce  i ndus t r y  i n  S r i  Lanka. These changes were unprecedented because 
of t h e i r  magnitude and r a p i d  succession w i t h i n  a  pe r i od  o f  l e s s  than th ree  
years. Two major p o l i c y  ac t ions  by t he  new adm in i s t r a t i on  o f  1977 may h a w  
produced some e f f e c t  on t he  Paddy Storage and Processing Pro jec t .  The f i r s t  
was the l i b e r a l i z a t i o n  of the economy by reducing t he  r e s t r i c t i o n  on i n t e r n a l  
and externa l  trade. Th is  encouraged the  p r i v a t e  sector  t o  increase i t s  
p a r t i c i p a t i o n  i n  t he  purchasing and processing of paddy, as we l l  as the  market- 
i n g  o f  r i c e .  The second was the  replacement of  the  subs id ized r i c e  r a t i o n  
system by a  food stamp system i n  t h e  l a t t e r  p a r t  o f  1979. 

Because of the second pol icy  ac t ion ,  a l a r g e  number o consumers began pur- 
chasing t h e i r  r i c e  i n  t he  open market. De l i ve r i es  o f  . - ice by t he  FC t o  co- 
opera t i ve  soc ie t i es  dec l  ined subs tan t ia l  ly. As a  resu l  :, the  FC1s requirements 



page 3.  

for  purchasing r ice  from t h e  PMB were dras t ica l ly  reduced. The increased 
demand for  r ice  i n  the open market created marketing ac t iv i ty  i n  the p r i -  
vate sector. T h i s  increased demand a lso  forced u p  the price of r ice  
which resulted i n  an increase in the open market farm gate price of paddy. 
Since 1980 the open market farm gate price o f  paddy has remained above the 
GPS price, although the GPS price has been increased from 40 Rupees per 
bushel i n  1980 to the current 1 eve1 o f  62.50 Rupees per bushel. 

T h u s ,  f i r s t l y  PMB experienced a sharp decl i ne i n  i t s  paddy purchases and 
r ice  sales during the past few years. Where i t  had purchased approximately 
30 percent of paddy production i n  the past,  the percentage declined t o  9.9, 
5.7, 2.9, and 12.3 percent respectively f o r  1980, 1981, 1982 and 1983. As 
a resul t ,  there exis ts  an anxiety as  t o  the avai labi l i ty  o f  paddy for  the 
fu l l  ut i l izat ion o f  t he  complexes and secondly, w i t h  the  emergence o f  the 
private sector which does n o t  use moisture nieters i n  procurement, the 
demand for  moisture meters has declined leav ing a backlog of about 2,000 
meters undisposed i n  the PMB's godowns. 

16. Inputs 

The project i n p u t s  consist o f  the following: (1) 3,000 moistwe meters t o  be 
distrfbuted t o  the purchasing agents; (2)  construction of seven 2 tons-per- 
hour milling and storage complexes; ( 3 )  10 one-ton-per-hour r ice  milling 
machinery t o  be used f o r  the develapment of the p r i v a t e  sector; (4 )  technical 
assistance; and (5) training o f  60 persons on shor t - term and 3 persons f o r  
long-term M.5. degree. All comnodities were in-country on schedule and no 
serious breakdown i n  delivery were experienced. 

17. O u t p u t s  

The o u t p u t s  o f  the  project could be categorized i n t o  ( a )  physical outputs 
and (6) efficiency outputs. The s ta tus  of the outputs are as fcllows: 

Physical Indicators o f  
Pro-iect Achievements 

PMB b u l k  storage increase (uni ts )  

PMB storage capacity increase (MT) 

PMS mil 1 i n g  capacity increase (Tonslyr) 

PMB parboi 1 i n g  capaci ty  increase (Tons/yr) 

Moisture Meters i n  use: 

- purchase centers 
- PMS warehouses 

PM3 personnel trained: 

- out-country 
- in-country 

Private Sector 

- m i  f 1 i ng capacity increase (Tons/yr) 
- millers trained 

Expected 
Outputs 

7 

35,000 

67,200 

67,200 

3,180 
321 

6 9 
1,021 

33,600 
218 

Actual 
O u t p u t s  

6 

38,000 

72,000 

57,660 

250 
590 

60 
366 

33,600 
; 08 
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The physical indicators show that for most part expected outputs have been 
reallzed while there i s  no operational history to ideiltify the efficiency 
indicators. Nevertheless, due to the absence of ( a )  a  rain accounting 
system; (b) a cost accounting system; and ( c )  a repair and maintenance pro- 
gram, it is expected t h a t  any efficiency achieved will be much below expec- 
t a t i o n s .  

18. Purpose 

The Paddy Storage and Processing Project was designed to achieve t h e  follow- 
ing purpose: (a) to increase the efficiency of current paddy procurement, 
storage and processing in Sri Lanka; and ( b )  to increase storage acd milling 
capacity i n  S r i  Lanka. 

The specific objectives necessary for achieving the project purposes were: 
(1) upgrade paddy procurement procedures; (2) upgrade storage procedures; 
(3) increase the PMB storage and milling capacities and efficiencies; (4) 
upgrade the PMB instituted capacities; and (5) provide private sector devel- 
opment. 

While not all specif ic project objectives were attained, the goal o f  increas- 
ing storage and mill ing capacity in Sri Lanka has been well supported by the  
project. However, the other goal of increasing the  efficiency of paddy 
procurement, storage, and processing in Sri Lanka needs further study. The 
study team believes that GSL policy changes influenced the role o f  the PM8 
in the rice sector and, consequently, affected the o r i g i n a l  plan for utiliz- 
i n g  such equipment such as  moisture meters, the one-ton-per-hour mills, and 
the seventh mil 1 ing complex. However, policy changes alone are not totally 
responsible for either the failure to a1 ter plans or the other deficiencies 
(lack o f  maintenance programs, l a c k  o f  maintenance training, no grain account- 
ing systems, no cost  accamting, and needed improvement in procurement and 
storage practices) which wil: prevent t he  project from achieving i t s  second 
goaS. In essence, the project at this point i s  one w h i c h  has transferred 
technology, but not the technological base. 

19. Goal /Sub-Goal 

The broad objective to which this project contributes i s  towards "self- 
sufficiency in food production." As all the project components are not yet 
operational, a determination of project's contribution towards this goal is 
difficult to totally assess. 

20. Beneficiaries 

The project will impact primarily on private milling, consumers of the rice 
rations, paddy farmers and t h e  general economy. The gestation period is 
too short to make any meaningful appraisal, nevv-theless, it could be said 
t h a t  with the achievement of self-sufficiency and iikely rice surplus, rice 
quality, lower un i t  costs in operaticns and the need for buffer stocking for 
price stabilization and food security will be of paramount importance and 
fnterest in t h e  near future. The project cornp~nents of training and comnodi- 
t i e s  are eminently placed to facilitate movement towards these considerations. 

21. Unplanned Effects 

Not pertinent at this time. 



Lessons Learned 

The most important lesson learned i s  the o f t  repeated axiom t h a t  
technol ogy should not be t rans fe r red  wS thout an appropriate 
technological base. The Paddy Storage & Processing Project a t  
t h i s  stage i s  one which has t rans fer red  technology bu t  not the 
techno? ogi cal base. 

Increased frequency o f  project evaluations i s  bene f i c ia l  . 
A t  the PP stage more a t ten t ion  i s  necessary i n  i den t i f y i ng  con- 
s t r a i n t s  and the scheduling of inputs. 

More a t t e n t i o n  i s  required i n  monitor ing project's construct ion 
program. 

Greater a t t e n t i o n  i s  required i n  matching project needs and 
appropriate TA. 

The t im ing  o f  TA i s  c ruc ia l  t o  a t t a i n  a project's object ives. 

Special Comnents/Remarks 

Attached i s  t h e  Evaluation Report prepared by C r .  Roe Borsdorf and 
Mr .  Dona1 d Anderson. 

Encl : 

A1D:ARD:TdeSoyza:dj 
August 17, 1984 


