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Increasing Paddy Production, Prices, Yields and Fertilizer 
Usage; while PMB paddy purchases drop l> 3 3 • 1 % 

Recorded annua l paddy pro- the growth ra te when compared 
duction crossed the 100 million t o . t h e increases of previous years, 
bushel mark for the first t ime last However, in 1979/80 the growth 
year. Paddy production, according ra te once again showed a n upward 
to Depar tment of Census and S ta - t rend (See Table below), 
tlstics estimates, dur ing 1979/80 Despite the record produc-
reached the record level of 102.2 tion achieved last year actual p ro -
million bushels. This was about duction for 1979/80 fell short of 
11.2 per cent higher t h a n the pro- the target , set by t h e Ministry of 
duction of 91.9 million bushels r e - Agricultural Development and Re ­
corded in t h e previous year. The search, by 3.8 million bushels. There 
Maha 1979/80 crop produced 69.7 were shortfalls of about $ 5 to 3 
million bushels, a n increase of 4.3 million bushels in both seasons, 
per cent over t h e previous y e a r s The increase In paddy production 
Maha production of 68.8 million during last year is a t t r ibuted ma in -
bushels; while Yala 1980 produc- ly to the increase in the yield 
tion of 32.6 million bushels show- Per acre and- to a lesser extent 
ed an Increase of nearly 30 per ' to the increase of acreage under 
cent over the Yala 1979 produc- cultivation. The main factor t h a t 
t ion which was 25.1 million bushels, helped In the increase of yields 

Also, significant was the fact appears to be more intensive use 
t h a t t h e highest recorded yield of fertiliser; other factors being 
per acre so far was achieved during t h a t climatic conditions were no t 
the two seasons of last year. The as unfavourable as in the p re -
yleld per acre during t h e Maha vious years, the wider use of lm-
79/80 was 57.2 bushels, an in - proved seed paddy, expansion of • 
crease of 4.6 per cent over the cultivated are irrigated by the 
54.7 bushels per acre reached In Mahaveli Development project, con-
the previous Maha season; while trolled irrigation and m o r e m e -
the Yala 1980 yield was 56.0 bushels thodical use of pesticides, 
per acre an Increase of 12..7 per Use of Fertilizer 
cent over t h e 19.9 bushels per As observed earlier, Increased 
acre recorded during Yala 1979. fertiliser usage was a big factor 

During t h e year 1978/79 paddy in helping to push u p yields. Fer -
productlon increased by only 1.4 tilizer Issued for paddy cultivation 
percent, which was a decline in in the year 1979/80 was as much 

Table 1—EXTENTS CULTIVATED AND HARVESTED, AVERAGE YIELD PER ACRE 
AND TOTAL PRODUCTION 1972-1980 

Year/Season Net Extent Net Harvested Average Total 
Sown Area Yield Per Produc­

Acre tion 
r '000 Differ­ '000 Differ­ Bush. Mn. Differ­

acres ence Acres ence Bush. ence 
1972 1975 1975 46.87 62.9 
1973 •1792 —0.2 1660 +5 .13 44.58 62.9 - 0.0 
1974 2038 +13 .3 1969 + 1 8 . 6 45.65 76.8 +22.1 
1975 1719 —15.6 1476 —25.0 44.04 55.3 —28.0 
75/76 Maha 1147 1052 47.17 42.3 

—28.0 

76 Yala 642 518 40.30 17.7 
1976 1789 + 4.1 1570 + 6.4 44.91 60.0 + 8.5 
76/77 Maha 1329 1250 51.56 54.8 

+ 8.5 

77 Yala 717 683 43.98 25.6 
1977 2045 + 1 4 . 4 1933 +23.1 48.92 80.4 +33.9 
77/78 Maha 1421 1366 

+23.1 
53.02 61.6 

+33.9 

78 Yala 1 744 711 46.61 29.0 
1978 2164 + 5.8 2077 + 7.5 50.70 90.6 +12.7 
78/79 Maha 1444 + 1.6 1376 + 0.7 54.70 66.8 - + 8.8 
79 Yala 646 —13.2 575 —19.1 49.94 -25.1 —13.5 
1979 2090 — 3.5 1951 — 6.1 53.36 91.9 + 1.4 
79/80 Maha 1429 — 1.1 1381 + 0.4 57.23 69.7 + 4.3 
80 Yala 673 + 4.2 649 +12.9 55.99 32.5 + 2 9 . 7 
1980 2102 + 0.6 2030 + 4.0 56.76 102.2 +11.3 

Source: Department of Census A Statistics 
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Fertilizer was issued a t compa­
ratively high subsidised rates, 
ranging from 55 to 85 per cent, 
from about September 1979 upto 
February 1981. This factor contr i ­
buted significantly to t h e increase 
in yields in t h e year 1979/80. On 
the contrary the high prices of 
fertilizer t h a t prevailed upto Sep­
tember 1979 acted as a constraint 
on the use of fertilizer in paddy 
cultivation; and why production 
in 1979 had not shown any r e ­
markable improvement is a t t r ibu­
ted to this factor. 

Table H—USE OF FERTILISER AND IMPROVED SEED PADDY VARIETIES FOR 
PADDY CULTIVATION 1979 AND 1980 

1978/79 1979 1978/79 1979/80 1980 1979/80 
Maha Yala Total Maha Yala Total 

Use of fertiliser in '000 
metric tons ... ... 55,686 41,336 
Acreage cultivated with (old & new) 
improved seed paddy in '000 acres 1,154 495 
Average yield per acre (bushels) 54.70 49,94 

97,022 98,676 72,989 171,665 

1,649 
53.36 57.23 53.99 56.76 

Source: Ceylon Fertilizer Corporation, Fertilizer Secretariat, Department of Agri­
culture and Department of Census & Statistics. 

t ivated with these varieties was 
1,648,000 acres or about 79 percent 
of the area under paddy. I n both 
seasons of the year 1979/80, acreage 
under improved seed paddy in­
creased and this no doubt contr i ­
buted to increases in yield. 

In the year 1979/80, crop failures 
due to drought in the dry zone 

as 77 per cent more t h a n t h a t of 
the previous year. I n 1978/79 fer­
tilizer issues for paddy totalled 
97,000 metric tons as against 171,000 
metric tons in 1979/80. The use 
of fertiliser both in the Yala and 
Maha crop 1979/80 increased in 
equal proportions (See Table I I ) . 

From February 1981, the price 
of fertilizer increased by about 110 
percent. For instance, Urea, which 
Is heavily used in paddy cultiva­
tion, was ear l ier 'pr iced a t Rs. 49 
per cwt. I t has now gone up in 
price to about Rs. 107 per cwt. 
an increase of about 118 percent. 

s Gradual increases in the price of 
. fertilizer and a reduction of the 

government subsidy on fertilizer 
from between 55 percent to 85 per­
cent to about 30 to 75 percent 
In February 1981, has aggravated 
the increase in local prices of fer t i ­
lizer. 

However, in a n a t t empt to 
cushion the effects of th is increase 
the government increased the gua­
ranteed price of a bushel of paddy 
by Rs. 2/50. In keeping with t h e 
increasing prices of oil, a n enhan ­
ced price would have to be paid 
in future for fertilizer which is im­
ported as well as locally manufac­
tured. A further increase in t h e 
price of fertilizer or t h e lessening of 
the subsidy would lead to a fall 
in the use of fertilizer which 
could eventually result In lower 
yields. This consideration becomes 
all the more significant since 
nearly 80 percent of t h e present 
area under paddy cultivation is 
sown with improved seed paddy, 
which is highly responsive to fer­
tilizer. Jus t as fertilizer helped 
to increase yields, it is evident t h a t 
a drop in the use of fertilizer 
could result in a marked drop in 
yields. 

In the year 1979/80, as much 
as 1,743,000 acres or 82 percent of 
the acreage under paddy was cul­
tivated with new and old Improved 
seed paddy which gives high yields. 
In the previous year the a rea cul-

and floods in the wet zone, were 
comparatively fewer t han those 
in recent t imes. I t was also in th is 
year t h a t both during t h e Yala 
as well as Maha season, t h e mini ­
mum number of crop failures were 
recorded. During the 1979/80 r e ­
corded crop failures covered only 
72,000 acres — 48,000 acres of the 
1979/80 Maha crop and 24,000 acres 
of t h e 1980 Yala crop. When com­
pared with the previous year's 
figure of 138,000 acres we observe a 
marked drop in crop failure. Gene­
rally, drought and floods are t h e 
causes of 80 percent of the crop 
failures, which was no t much in 
evidence last year. However, had 
there been a bet ter water supply 
to the dry zone in the Yala season 
of 1980, the yield for t h a t crop 
would certainly have been higher. 
I t is evident t h a t the yield per 
acre could be further Increased 
only by means of proper water 
control and extensive use of Im­
proved seed paddy, a regular use 
of fertilizer in necessary quan t i ­
ties and with favourable weather 
conditions. 
Extent and Areas 

In the year 1979/80 t h e total 
area under paddy cultivation was 
-2,102,000 acres, exceeding t h e p re ­
vious year 's extent by only 0.6 
percent. However, crop failures 
in both seasons of t h a t year were 
less and the crop left for harves t ­
ing exceeded the previous year's 
figure by about 4 percent. 

Of the total area cultivated 
in the year 1979/80, 68 percent came 
within the 15 districts of t h e dry 
zone and the balance 32 percent 
in the wet zone districts. Cultiva­
ted a rea in the dry zone districts 

in the Maha season amounted to 
about 1,045,000 acres while in the 
Yala season i t dropped by about 63 
percent. In the wet zone districts, 
the cultivated area in the Maha sea­
son was about 378,000 acres while 
in the Yala season i t fell by about 
25 percent. I n the year 1978/79, a 
similar t rend was apparent with 
regard to the area cultivated in 
the dry and wet zones in both sea­
sons. Of the total paddy produc­
tion in the Maha season of 1979/80, 
78 percent or 54.7 million bushels 
were produced in the dry zone 
districts; and of t h e total produc­
tion in the Yala season of 1980, 
68 percent or 22.1 million bushels 
were collected from the same r e ­
gion. 

Cultivation Loans 
The release of institutional 

loans for paddy cultivation was 
heavily boosted with the 75 percent 
credit guarantee operated by the 
Central Bank on behalf of t h e Gov­
ernment and in 1978 the level of 
bank credit went u p immensely to 
exceed Rs. 450 million. The year 
1979, however, saw a severe contrac­
tion in the disbursement of credit 
to the rural sector. The major fac­
tor t h a t led to this situation was 
the sudden and complete, with­
drawal of the 75 percent credit 
guarantee which compelled commer­
cial banks to adopt stringest lend­
ing criteria. Recourse to t h e s t i ­
pulation of normal conditions of 
lending in case of the rural sec­
tor made it difficult for farmers to 
have easy access to credit. Whether 
this t ight credit policy has resulted 
In increasing the operations of the 
private money lending is worth 
examining. 

In 1978/79 therefore, there was 
a heavy drop in insti tutional loans 
and only Rs. 66 million was r e ­
leased. This was the lowest amount 
granted since 1973/74. In 1980 
too there was no notable change 
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in the level of agricultural loans 
released by insti tutions. For in­
stance, the People's Bank, ' which 
releases t h e bulk of agricultural 
loans, had disbursed only Rs. 28.3 
million. 

The Central Bank h a s struck 
the following warning note about 
this s i tuat ion: 

"The role of rural credit in Sri 
Lanka needs to be reviewed urgently 
in view of the very rapid decline 
of institutional credit to the rural 
sector. Because of the excessive amount 
of credit given under the unusually 
liberalized credit conditions of 1 9 7 8 , 
the impact of the institutional credit 
squeeze in 1 9 7 9 would not have been 
felt on the production seriously. 
However, in the coming years, if new 
measures are not taken probably 
the production may decline due to re­
duced use of inputs such as fertili­
zer and agro-chemicals. To prevent 
the development of this unhealthy 
situation, a system of supervised cre­
dit with effective participating of the 
state sector commercial banks needs 
to be evolved." 
Paddy Purchases 

In 1980 the Paddy Marketing 
Board purchased 10 million bushels 
or 10 percent of the tota l paddy 
production. When compared with 
i ts purchases in 1979 of 25 million 
bushels or 28 percent of t h e to ta l 
paddy production in t h a t year It is 
evident t h a t there h a s been a 
sharp drop in purchases during 1980. 
Compared with i ts purchases in t h e 
1980 Maha season there has been a 
drop of 55 percent while the pur ­
chases made In Yala season during 
this year dropped by 90 percent. 
From 1976 to 1978 paddy purchases 
have gradually increased with t h e 
upsurge In paddy production; but 
later while production Was on the 
increase, i t is ironical t h a t t h e 
paddy purchases of t h e PMB 
dropped by 23 percent in 1979 and 
by 60 percent in 1980. Thus, of t h e 
local production purchases by pr i ­
vate dealers greatly Increased in 
1979 and part icularly In 1980. Jn 
1980, 80 percent of t h e PMB's pur ­
chases were from t h e 15 districts 
in the dry zone while the 10 wet 
zone districts provided .only 12 
percent. Here too 51 percent of the 
purchases were from the dry zone 
districts of Polonnaruwa, Anura­
d h a p u r a and Amparai . Paddy pur ­
chases in 1979 too indicate a simi­
la r t rend. Since t h e area under 
/paddy cultivation is greater in t h e 
dry zone and so is t h e extent pos­
sessed by each individual farmer; 
these factors contributed to a grea­
t e r production in these districts and 

more selling of paddy. 
Prices 

One of the major anomolies in 
Sri Lanka's paddy sector was t h a t 
while t h e average price of a bushel 
equivalent of paddy of Imported rice 
had Increased from Rs. 54/- in 1978 
to Rs. 6 1 / - in 1979, t h e gua ran ­
teed price of paddy remained u n ­
changed (since November 1977) a t 
Rs. 40/- per bushel. Moreover, a 
buffer stock scheme had been ope­
ra ted by the Paddy Markting 
Board and the Food Controller, to 
prevent large price increases dur ing 
the lean season. In the meantime, 
costs of production for the far­
mer increased dramatically, lead­
ing to a significant reduction In 
producer margins . I n addition t h e 
conditions for obtaining credit for 
paddy cultivation was t ightened. 
The farmer was also faced with 
an increased cost of living, rising 
with the general inflationary 
t rends in t h e economy, and so t h e 
resources available for h im to r e ­
invest and improve his s tandard 
of living were considerably redu­
ced. I t was inevitable, therefore, 
t h a t the guaranteed price which 
had remained static for over four 
years, a t Rs. 40/- per bushel, had 
to be increased in December 1981 
to Rs. 50/- per bushel. Again, 
with the increase in fertilizer pr i ­
ces in February 1981 t h e guaran­
teed price was raised in the same 
month to Rs. 52/50 as a relief mea­
sure t o t h e farmer. 

When the guaranteed price 
was Rs. 40/- per bushel, private 
dealers used to purchase paddy in 
the open market a t varying ra tes 
ranging from Rs. 55/ - to Rs. 75/ -
per bushel. Even after t h e gua­
ranteed price was raised to Rs. 
52/50 there exists a considerable 
gap between' t he hew guaranteed 
price and the price prevalent in t h e 
open market . Hence t h e private 
dealers do not have much com­
petition from the government 's 
guaranteed price for paddy. Thus, 
when the government Increased 
its guaranteed price a proportionate 
increase of prices by the private 
dealers in the open market did no t 
follow. But if competition between 
private dealers develops, there may 
be a tendency for paddy prices to 
move up accordingly In the open 
market . On the other hand, since 
the PMB's. purchase form only 
a fraction of the country's to ta l 
production the increased guaran­
teed price would benefit only a 
small group. 

When the government raised 
the price of rice, which i t retails 

through co-operative outlets, by 
Rs. 1 per kilogram, the private deal ­
ers and the PMB too raised the i r 
prices proportionately of rice sold 
in the open marke t and th rough 
the PMB sales centres. The l n -
creas of prices suddenly, by as m u c h 
as 25 percent, had an adverse ef­
fect on the cost of living of con­
sumers (particularly of those in t h e 
lower income group who spend a 
major pa r t of their incomes on 

< rice). However, it is still p r ema­
ture to analyse the price var ia­
t ions in the open marke t as a 
result of the increase in the gua­
ranteed price. At least till paddy 
production from the current Maha 
season flows into the marke t this 
would not be possible. 

As a consequence of t h e in ­
crease in the price of rice, incomes 
of those who purchase paddy to 
be sold as rice could go up by Rs. 
10/- to Rs. 15/-. Since their p ro­
fit margin becomes bigger, they 
might vie with each other t o pur ­
chase paddy and th is could r e ­
sult in the increase of prices in 
the open market , for paddy. How­
ever, if such an increase does no t 
come about, t h e private dealer will 
make all t he extra profit a t t h e 
expense of the consumer. At t h e 
same time, if there is no increase 
in farmer's income by way of 
higher prices for bis paddy, he 
would be averse to applying fert i­
lizer a t an enhanced price and also 
to using Improved - seed paddy. 

Low purchases of paddy by t h e 
PMB in 1980 could be at t r ibuted 
mainly to the payment, under t h e 
guaranteed price scheme, of a 
lower price t h a n what was offered 
by the private dealer, and also 
possibly difficulties t h e farmer h a d 
to encounter in selling his paddy 
to the PMB, as well as other ma l ­
practices. Even after the increase 
of the guaranteed price to Rs. 52/50, 
the prices offered in t h e open m a r ­
ket are found to be much higher. 
Thus, even the PMB's future pros­
pects of' increasing its purchases 
seem weak. For instance, even 
after the raising of the gua ran ­
teed price, the PMB could pur ­
chase, in December 1980 and In 
Janua ry 1981, far smaller - quan ­
tities t h a n i t purchased in t h e . 
same months of t h e . preceding 
vears as seen from t h e fbllowing 
table: 

PMB PADDY PURCHASSES (tons) 
1978 1979 1980 1981 

Jan, 49,743 6,219 1,332 130 
Dec, 16,459 1,403 & 180 
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