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Un d e r s t a n d i n g the v a l u e o f a 
g o o d o r se rv i ce is o n e o f t he 
c e n t r a l p r o b l e m s d r i v i n g the 

d e v e l o p m e n t o f e c o n o m i c s as a 
d i s c i p l i n e . C lass ica l e c o n o m i s t s , s u c h 
as S m i t h a n d M a r x , t r i e d to d e v e l o p a 
theo ry o f v a l u e t o inves t iga te e c o n o m i c 
d y n a m i c s . S m i t h is w i d e l y c r e d i t e d 
w i t h f i r s t p r e s e n t i n g the s o - c a l l e d 
" p a r a d o x o f v a l u e " (also k n o w n as the 
d i a m o n d - w a t e r p a r a d o x ) , w h i c h 
inves t iga tes the a p p a r e n t c o n t r a d i c t i o n 
o f w h y w a t e r , w h i c h , o n the w h o l e , is 
m u c h m o r e u s e f u l , so m u c h c h e a p e r 
t h a n d i a m o n d s , w h i c h has v e r y l i t t l e 
u s e i n t e r m s o f h u m a n s u r v i v a l . 
A n o t h e r i n f l u e n t i a l c o n t r i b u t i o n has 
been M a r x ' s d i scuss ion o f th ree t ypes 
o f va lue : l a b o u r v a l u e ( va lue o f l a b o u r 
used i n m a k i n g a p r o d u c t ) , use v a l u e 
( u t i l i t y d e r i v e d f r o m a p r o d u c t ) , a n d 
exchange v a l u e ( the m a r k e t p r i c e ) ' . 

W h i l e p r i c e , o r ' e x c h a n g e v a l u e ' , i s 
e a s i l y r e v e a l e d i n t h e m a r k e t , ' u s e 
v a l u e ' is m o r e d i f f i c u l t t o d e t e r m i n e 
w i t h s o m e economis t s , p a r t i c u l a r l y i n 
t h e n e o c l a s s i c a l s c h o o l o f t h o u g h t , 
b e l i e v i n g tha t i t canno t be m e a s u r e d . 
W h e n a n exchange takes p lace i n the 
m a r k e t , t he b u y e r a n d se l le r r e v e a l s 
w h e t h e r t hey are w i l l i n g to b u y o r sel l 
a t a g i v e n m a r k e t p r i c e , b u t t h e y d o 
n o t necessar i ly revea l t he i r en t i r e v a l u e 
f u n c t i o n . T h e p r i c e is d e t e r m i n e d b y 
e q u a t i n g t h e p r i c e a t w h i c h t h e 
m a r g i n a l b u y e r ( w h o is the b u y e r w h o 
p laces the l o w e s t v a l u e o n a g o o d o r 
s e r v i c e , a m o n g t h o s e w h o e n d u p 
b u y i n g ) is w i l l i n g to b u y , a n d the p r i c e 
at w h i c h the m a r g i n a l se l le r ( w h o is 
the sel ler w h o places the h ighes t va lue 
o n a g o o d o r serv ice, a m o n g those w h o 
e n d u p se l l ing) is w i l l i n g to se l l . A t th is 
p r i ce , a l l b u y e r s w h o are w i l l i n g a n d 
a b l e t o p a y m o r e t h a n w h a t t h e 
m a r g i n a l pe rson is w i l l i n g a n d ab le to 
pay w i l l b u y , a n d a l l se l lers w h o are 
w i l l i n g to sel l at a p r i c e less t h a n w h a t 
the m a r g i n a l se l le r is w i l l i n g t o se l l , 
w i l l s e l l . Because a l l w e see is t h e 
m a r k e t p r i c e , t he re is a t e n d e n c y fo r 

p r i c e , o r the exchange v a l u e , to take 
p recedence i n t r ans la t i ng the e c o n o m i c 
t h e o r i e s o n v a l u e i n t o p o l i c y a n d 
p rac t i ce . 

I n S r i L a n k a , e c o n o m i c c o n c e p t s 
p r o v i d e s the b e d r o c k for d e v e l o p m e n t 
p o l i c y a n d a n a l y s i s , a n d c o n c e p t s o f 
s u p p l y a n d d e m a n d are b e i n g used to 
d e t e r m i n e v a l u e even i n t he absence o f 
a w i l l i n g b u y e r a n d a w i l l i n g se l l e r , 
f o r e x a m p l e , t o d e t e r m i n e 
c o m p e n s a t i o n f p r l a n d a n d a s s e t s 
a c q u i r e d u n d e r the L a n d A c q u i s i t i o n 
Ac t . 

T h i s p a p e r c h a l l e n g e s t h e o r t h o d o x 
concep t o f e q u a t i n g v a l u e to the m a r k e t 
p r i c e b a s e d o n a s t u d y o f p a d d y 
c u l t i v a t o r s i n the w e t zone o f Sr i L a n k a 
w h o w e r e a f fec ted b y l a n d a c q u i s i t i o n 
fo r t he c o n s t r u c t i o n o f t he C o l o m b o -
M a t a r a e x p r e s s w a y . T h e m o n e t a r y 
v a l u e set f o r w e t zone p a d d y l ands a n d 
the c o m p e n s a t i o n p a i d to o w n e r s w h e n 
those l ands are a c q u i r e d , ra ised severa l 
ques t i ons as to h o w e c o n o m i c theor ies 
o f v a l u e are t rans la ted i n t o p o l i c y a n d 
prac t i ce . I n p a r t i c u l a r , the pape r raises 
q u e s t i o n s r e g a r d i n g " n o n - e c o n o m i c " 
aspects o f v a l u i n g c u l t i v a b l e l a n d , s u c h 
as h o u s e h o l d p e r c e p t i o n s a b o u t f o o d 
s e c u r i t y a n d the v a l u e o f t r a d i t i o n a l 
l i f es ty les , a n d a rgues f o r p o l i c y to be 
b a s e d o n u n d e r s t a n d i n g t h e 
p h e n o m e n o n , r a t h e r t h a n a 
c o n v e n i e n t l y - s i m p l i f i e d t h e o r y . 

Productivi ty of Wet Zone Paddy 
Cultivation 

W e t z o n e p a d d y c u l t i v a t i o n is m a i n l y 
r a i n - f e d , w h i l e m i n o r i r r i g a t i o n 
sys tems can also be seen i n some pa r t s . 
P r o d u c t i v i t y of p a d d y c u l t i v a t i o n i n the 
w e t zone is gene ra l l y l o w as c o m p a r e d 
to the d r y zone (Tab le 1). I n con t ras t to 
t he d r y z o n e w h e r e w a t e r i s scarce 
resource, in the d e n s e l y - p o p u l a t e d w e t 
z o n e , i t is l a n d w h i c h is the scarcest 
resource . T h e l a n d pa rce l s ize is a l so 
g e n e r a l l y s m a l l , m a i n l y because m o s t 
p a d d y l a n d s i n t h e w e t z o n e a r e 
h e r e d i t a r y , a n d have been sub jec ted to 
f r a g m e n t a t i o n i n m a n y g e n e r a t i o n s . 
Reduced a v a i l a b i l i t y of l a b o u r is a lso a 
p r o b l e m as p e o p l e , p a r t i c u l a r l y t h e 
y o u n g e r g e n e r a t i o n , a re m o v i n g to 
a l t e r n a t i v e f o r m s o f e m p l o y m e n t i n 
areas close to u r b a n centres. 
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Table 1 
Productivity of paddy lands 

b y water usage type 

Average yield (kg/ha) 

2007 Yala 2007/2008 
Maha 

Major irrigation 
systems 4,915 4,803 

Minor irrigation 
systems 3,776 3,812 

Rain-fed systems 3,320 3,357 

Sri Lanka average 4,543 4,181 

Source: Department of Census and Statistics, 
2008. 

T h e m a i n p r o b l e m i n t h e w e t z o n e , 
h o w e v e r , i s t h e c l i m a t e w h i c h 
necess i ta tes w a t e r m a n a g e m e n t . T h e 
h i g h e r r a i n f a l l c rea tes p r o b l e m s f o r 
c u l t i v a t i o n , s u c h as p o o r d r a i n a g e o f 
e x c e s s w a t e r a n d b r o n z i n g ( i r o n 
t o x i c i t y ) . T h e a v a i l a b i l i t y o f s u n l i g h t , 
a n e s s e n t i a l f a c t o r f o r p a d d y 
c u l t i v a t i o n , is a lso l i m i t e d d u e to the 
h i g h e r n u m b e r o f c l o u d y d a y s i n t he 
w e t z o n e . T h e s m a l l l a n d p a r c e l s ize 
a l so f u r t h e r i m p a c t s t h i s as s h a d i n g 
f r o m n e a r b y t r e e s a f f e c t s t h e 
a v a i l a b i l i t y o f s u n l i g h t . T h e con f l uence 
o f t h e s e f a c t o r s r e s u l t s i n l o w e r 
p r o d u c t i v i t y i n the w e t zone c o m p a r e d 
to o the r p a d d y c u l t i v a t i o n areas i n the 
c o u n t r y 2 . 

T h e c o m b i n e d effect o f these fac tors is 
t he g r a d u a l m o v e m e n t o u t o f p a d d y 
c u l t i v a t i o n b y t r a d i t i o n a l w e t z o n e 
f a r m e r s 1 . T h e ex ten t of l a n d u s e d f o r 
p a d d y c u l t i v a t i o n has been dec reas ing 
i n recent yea rs , w h i l e b u i l t - u p a reas 
a s s o c i a t e d w i t h t h e s p r e a d o f 
u r b a n i s a t i o n are o n t h e increase. Fo r 
e x a m p l e , i n the w e t z o n e d i s t r i c t s o f 
C o l o m b o , K a l u t a r a , Ga l l e a n d M a t a r a , 
t h e e x t e n t u n d e r p a d d y c u l t i v a t i o n 
d u r i n g t h e i m p o r t a n t M a h a s e a s o n 
dec reased b y 2 5 % b e t w e e n 1990 a n d 
2008 4 . 
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Market Valuation of Paddy Lands in 
the Wet Zone 

T h e h is to r i ca l t r e n d o f r e d u c i n g p a d d y 
c u l t i v a t i o n i n the w e t zone has f u r t h e r 
accelerated d u e to the m o r e recent use 
of p a d d y l ands f o r d e v e l o p m e n t . For 
e x a m p l e , t h e C o l o m b o - M a t a r a 
Exp ressway r e q u i r e d the a c q u i s i t i o n of 
a b o u t 300 h e c t a r e s o f p a d d y l a n d 
b e c a u s e , p o l i c y m a k e r s d e l i b e r a t e l y 
chose l o w l ands f o r the d e v e l o p m e n t 
t o a v o i d d i s p l a c i n g h o m e s t e a d s . 
Because o f t h e l o w p r o d u c t i v i t y o f 
p a d d y l ands i n the area a n d the lack o f 
a v i b r a n t m a r k e t fo r p a d d y l ands , there 
w a s a lso a s t r o n g p e r c e p t i o n a m o n g 
p r o j e c t i m p l e m e n t e r s t ha t a c q u i r i n g 
p a d d y lands w o u l d ac tua l l y p r o v i d e a 
w i n d f a l l g a i n fo r f a rme rs w h o had no 
o the r w a y of d i s p o s i n g o f the i r p a d d y 
lands , a n d w o u l d a l l o w t h e m to m o v e 
i n t o m o r e p r o f i t a b l e ac t i v i t i es . 

T h e d e t e r m i n a t i o n o f c o m p e n s a t i o n fo r 
p a d d y l ands ref lects th is v i e w . A p e r c h 
o f c u l t i v a t e d p a d d y l a n d w a s o f t e n 
compensa ted at a l o w e r a m o u n t t han a 
f a l l o w l a n d i n t he same a rea . P a d d y 
l a n d s c l ose t o u r b a n a r e a s s u c h as 
H o m a g a m a a r e c o m p e n s a t e d at a 
h i ghe r rate, n o t because o f p r o d u c t i v i t y 
reasons, b u t because o f t he i r p o t e n t i a l 
fo r o t he r uses d u e to the h i g h d e m a n d 
for l a n d in these areas. I n a l m o s t e v e r y 
d i s t r i c t secretar iat (DS) d i v i s i o n , p a d d y 
l and w a s p a i d the lowes t per p e r c h rate 
o f a l l a g r i c u l t u r a l l a n d a c q u i r e d i n the 
a rea ' . 

A s c o m p e n s a t i o n rates w e r e f i x e d i n 
r e f e r e n c e t o m a r k e t p r i c e s , t h e 
p r e v a i l i n g l o w d e m a n d fo r p a d d y lands 
f u r t he r s u p p o r t e d th is ra t i ona le for l o w 
c o m p e n s a t i o n . T h e s e l o w p r i c e s 
h o w e v e r h i d e l o w s u p p l y a n d a n 
ana l ys i s o f responses to a n e w s p a p e r 
a d v e r t i s e m e n t f o r t h e p u r c h a s e o f 
p a d d y l a n d s i n C o l o m b o , K a l u t a r a , 
Ga l le o r M a t a r a ind ica tes that the re is, 
i n fact, ve ry l i t t l e p a d d y l a n d s fo r sale, 
a n d d is t ress sales account for the s m a l l 
a m o u n t of c u l t i v a t e d p a d d y l ands o n 
t h e m a r k e t . T h i s i n d i c a t e s t h a t t h e 
m a r k e t for p a d d y lands is a f fec ted as 
m u c h by l o w s u p p l y as l o w d e m a n d , 
a n d p o i n t t o t h e n e e d f o r f u r t h e r 
i n v e s t i g a t i o n t o u n d e r s t a n d t h e 
p r o b l e m . 

A s neo-classical economic t heo ry notes, 
m a r k e t p r i c e is d e t e r m i n e d b y t h e 
" m a r g i n a l " b u y e r a n d the " m a r g i n a l " 
sel ler. W h a t the m a r k e t p r ice does not 
r e v e a l a re the v a l u e f u n c t i o n o f a l l 
those b u y e r s a n d se l le rs w h o do no t 

e n t e r t he m a r k e t at t he e q u i l i b r i u m 
pr ice . For th i s , w e need to l ook b e y o n d 
the m a r k e t p r i c e , to q u a l i t a t i v e da ta 
d e r i v e d f r o m social science research. 

Valuation by Households 

W h i l e e c o n o m i c ana l ys i s f o c u s i n g o n 
p r o d u c t i v i t y a n d m a r k e t v a l u a t i o n 
g i ves a l o w v a l u e to p a d d y f a r m i n g i n 
t h e w e t z o n e , d i s c u s s i o n s w i t h 
i n d i v i d u a l f a r m e r s i n d i c a t e tha t they 
have a v e r y d i f f e r e n t w a y of v a l u i n g 
the i r o w n p a d d y lands . 

Because mos t f a rme rs i n the w e t zone 
g e t a r e l a t i v e l y s m a l l h a r v e s t , t h e y 
c u l t i v a t e m a i n l y f o r h o u s e h o l d 
c o n s u m p t i o n r a t h e r t h a n f o r 
c o m m e r c i a l p u r p o s e s . T h e h a r v e s t is 
o f t e n s h a r e d a m o n g t h e e x t e n d e d 
f a m i l y , such as the fami l i es o f s ib l i ngs 
w h o m a y a lso have a pa r t - i n t e res t i n 
t he l a n d . A f t e r the h a r v e s t i s s h a r e d 
a m o n g a n e x t e n d e d f a m i l y , o n l y t he 
s u r p l u s is s o l d . The sale of such s u r p l u s 
generates an a d d i t i o n a l , ra the r t h a n a 
p r i m a r y , s o u r c e o f i n c o m e f o r t h e 
h o u s e h o l d . 

C o n s u m p t i o n o f r i ce f r o m t h e i r o w n 
p a d d y f i e ld is h i g h l y v a l u e d b y these 
h o u s e h o l d s , p a r t l y f r o m a f o o d secu r i t y 
pe rspec t i ve a n d p a r t l y f r o m a l i f es ty le 
perspec t i ve . O w n p r o d u c t i o n o f r ice is 
v a l u e d m o s t l y because h o u s e h o l d s are 
assu red that the ha rves t w o u l d meet 
t h e i r o w n t a s t e a n d q u a l i t y -
r e q u i r e m e n t s . Because t hese s m a l l -
scale f a r m e r s m a i n l y use t r a d i t i o n a l 
c u l t i v a t i o n m e t h o d s w i t h o u t the a i d of 
m u c h chemica l i n p u t s , they also v a l u e d 
the q u a l i t y of t h e i r o w n r i ce aga ins t 
s t o re -bough t r ice w h i c h they fe l t m a y 
h a v e a h i g h e r c o n t e n t o f c h e m i c a l 
fe r t i l i se rs a n d pes t ic ides . Fa rmers fe l t 
t ha t t hey w e r e s e l f - s u f f i c i e n t i n r i ce , 
because they d i d no t h a v e to b u y r ice 
f r o m s h o p s . L o s i n g t h e i r p a d d y 
c u l t i v a t i o n m e a n t t h a t , i n s t e a d o f 
h a v i n g a m a j o r p a r t o f t h e i r 
c o n s u m p t i o n needs met t h r o u g h the i r 
o w n c u l t i v a t i o n , they had to bear the 
a d d i t i o n a l cost of p u r c h a s i n g the i r r ice 
r e q u i r e m e n t . A p a d d y f a r m e r f r o m 
I m a d u w a n o t e d that : 

"Now we have to buy rice by paying money. 
If we have our own rice, we could live by 
eating rice with coconut sambol. But, now 
ive don't have that opportunity. Our status 
has gone dozen further, and the quality of 
our lives has gol worse." 

C u l t i v a t i o n of p a d d y on ancest ra l l and 
h o l d i n g s a n d the l i f e s t y l e tha t goes 

w i t h i t a r e a l s o v a l u e d b y t h e s e 
h o u s e h o l d s . T h e r e i s a m a r k e d 
d i s i n c l i n a t i o n to sel l o r o t h e r w i s e lose 
a n c e s t r a l l a n d s . A m o n g t h e o l d e r 
g e n e r a t i o n i n p a r t i c u l a r , t h e r e i s a 
t e n d e n c y to v a l u e a l i f e s t y l e t h a t is 
q u i c k l y g i v i n g w a y to a m o r e u r b a n 
a n d fas t -paced l i f e s t y l e . I n a d d i t i o n , 
because s m a l l - h o l d e r p a d d y c u l t i v a t i o n 
is usua l l y ca r r ied o u t w i t h a c o m m u n i t y 
o f f a r m e r s i n a " y a y a " s y s t e m , t h e 
s u s t a i n a b i l i t y o f t h e e n t i r e s y s t e m is 
t h r e a t e n e d w h e n c u l t i v a t i o n i n 
i n d i v i d u a l lo ts is a b a n d o n e d , w h i c h , i n 
t u r n , d i s r u p t s soc ia l n e t w o r k s . 

Desp i te the l o w m o n e t a r y v a l u e p l aced 
o n p a d d y l a n d s b y p o l i c y m a k e r s as 
re f lec ted i n the c o m p e n s a t i o n package 
p r o v i d e d i n t h e S o u t h e r n T r a n s p o r t 
D e v e l o p m e n t Pro jec t , t he h o u s e h o l d s 
w h i c h h a d lost p a d d y l a n d d u e to the 
E x p r e s s w a y p ro j ec t w e r e n o t a b l e t o 
f i n d r e p l a c e m e n t l a n d w i t h t h e 
c o m p e n s a t i o n . Because o f t he l i n k to 
t h e i r l i f e s t y l e , h o u s e h o l d s r e q u i r e d 
t h a t t h e r e p l a c e m e n t p a d d y l a n d be 
c lose to w h e r e t h e y l i v e d w h i c h a lso 
p r e c l u d e d m a n y h o u s e h o l d s f r o m 
l o o k i n g f o r l a n d s i n areas o u t s i d e of 
the i r v i l l ages . A s p o t e n t i a l b u y e r s , they 
a lso face a s l u g g i s h m a r k e t fo r p a d d y 
lands w h e r e m a n y o w n e r s of c u l t i v a t e d 
p a d d y lands d o no t w i s h to sel l un less 
c o m p e l l e d to d o so. 

C h a l l e n g i n g t h e v a l i d i t y o f t h e o r y -
based p o l i c i e s 

T h e case s t u d y o f p a d d y f a r m e r s 
a f f e c t e d b y t h e C o l o m b o - M a t a r a 
E x p r e s s w a y h i g h l i g h t s s o m e i ssues 
w h i c h c a n n o t b e e x p l a i n e d i n t h e 
c u r r e n t d i s c o u r s e f o c u s e d o n 
p r o d u c t i v i t y a n d m a r k e t v a l u a t i o n . 
T h e r e is l o w d e m a n d f o r p a d d y lands , 
a n d there fo re a l o w m a r k e t p r i c e , b u t 
those f a rme rs w h o are c o m p e n s a t e d at 
t h e m a r k e t p r i c e a r e e x t r e m e l y 
u n h a p p y at t h e c o m p e n s a t i o n t h e y 
rece ived for the loss o f the i r lands . 

T h e e v i d e n c e f r o m t h e case s t u d y 
sugges ts that the d e m a n d fo r p a d d y 
l and in r u ra l areas is l o w , n o t because 
th is l a n d is n o t u s e f u l , b u t because the 
p e o p l e w i t h h i g h v a l u e h a v e l i m i t e d 
i ncome. Those w h o p lace a h i g h va lue 
o n p a d d v lands are m a i n l y subsis tence 
f a r m e r s w h o d o n o t show- u p i n the 
m a r k e t fo r p a d d y l a n d s because they 
cannot ac tua l l y a f f o r d to b u y lands . I n 
a d d i t i o n , a l t h o u g h the soc ia l cost of 
se l l i ng p a d d y l and is h i g h , because of 
b r e a k i n g d o w n of the yaya sys tems , the 
v i l l age l i fes ty le , etc, the p r i v a t e cost is 
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l o w . I n d i v i d u a l f a rme rs m a y sel l the i r 
l and n o t t a k i n g i n t o accoun t the social 
cos t o f d i s r u p t i n g t h e n e t w o r k . 
There fo re , the m a r g i n a l sel ler is w i l l i n g 
to sel l at a l o w p r i c e even t h o u g h the 
social cost o f se l l i ng l a n d is h i g h . 

It w o u l d a lso a p p e a r that the s u p p l y 
side o f the m a r k e t is a lso m a d e u p o f 
t w o t y p e s o f se l l e rs ; those w h o o w n 
p a d d y l ands , b u t d o no t have m u c h use 
v a l u e f o r these l a n d s ( m a i n l y u r b a n 
l a n d o w n e r s ) , a n d those w h o o w n a n d 
cu l t i va te the lands . T h e f i rs t g r o u p m a y 
have a l o w v a l u a t i o n as they m a y va lue 
the p a d d y l ands so le ly as a p r o d u c t i v e 
asset. T h i s w o u l d i n d i c a t e a s u p p l y 
f u n c t i o n w h i c h is i n i t i a l l y f la t a n d then 
becomes s teep w h e n the f i r s t g r o u p 
r u n s o u t o f l a n d (Box 1). 

H o u s e h o l d s w h i c h d o n o t e n t e r t h e 
m a r k e t at t he e q u i l i b r i u m pr ice , d o so 
because they p lace a v a l u e h ighe r t h a n 
the p r e v a i l i n g m a r k e t p r i c e o n t h e i r 
l a n d s . W h e n l a n d i s a c q u i r e d f o r a 
p u b l i c p u r p o s e , i t is l a rge l y taken f r o m 
th is g r o u p o f l a n d o w n e r s . A s s h o w n 
in Box 1, such l a n d a c q u i s i t i o n can be 
seen as a s h i f t i n t he d e m a n d c u r v e , 
w h i c h s h o u l d resu l t i n a h i g h e r p r i c e 
(i.e., p a y m e n t of c o m p e n s a t i o n ) fo r the 
m a r g i n a l s e l l e r t o a g r e e t o t h a t 
c o m p e n s a t i o n . I n o t h e r w o r d s , t h e 
ana lys is s h o u l d lead to t he conc lus ion 
that h o u s e h o l d s no t w i l l i n g to sel l l a n d 
at the m a r k e t p r i c e , b u t w h o s e l a n d is 
a c q u i r e d , s h o u l d be c o m p e n s a t e d at a 
s u b s t a n t i a l l y h i g h e r l e v e l t h a n t h e 
marke t p r i ce . 

C o n c l u s i o n 

T h e a v a i l a b l e d a t a s h o w t ha t paddy-
c u l t i v a t i o n i n t he w e t zone is 
o n a decreas ing t r end w i t h the 
e x t e n t u n d e r c u l t i v a t i o n 
r e d u c i n g y e a r b y y e a r . A 
n u m b e r o f reasons have been 
i d e n t i f i e d t o e x p l a i n t h i s 
t r e n d , t h e m a i n b e i n g 
c o m p e t i t i o n f o r a l t e r n a t i v e 
uses o f the p a d d y l a n d a n d 
h i g h l a b o u r c o s t s d u e t o 
a v a i l a b i l i t y o f o t h e r 
e m p l o y m e n t o p p o r t u n i t i e s . 
T h e t r e n d i s f u r t h e r 
accen tua ted b y d e v e l o p m e n t 
p ro j ec t s w h i c h d e l i b e r a t e l y 
t r y to a v o i d h i g h l a n d s a n d 
d i sp lacemen t of homes teads , 
a n d a re l o c a t e d i n s t e a d o n 
l o w l ands i n c l u d i n g p a d d y . 
These p o l i c i e s are based o n 
the a s s u m p t i o n that the re is 
l i t t l e p r o f i t a b i l i t y or v a l u e i n 
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p a d d y c u l t i v a t i o n a n d that c u l t i v a t o r s 
w o u l d be h a p p y t o d i s p o s e o f t h e i r 
l a n d s e v e n at l o w l e v e l s o f 
c o m p e n s a t i o n . Because these l a n d s 
h a v e l o w p r o d u c t i v i t y a n d are o f t e n 
u n p r o f i t a b l e , t h e r e is v e r y l i t t l e 
emphas i s o n incen t i ves a n d s u p p o r t to 
w e t z o n e p a d d y c u l t i v a t i o n to ar res t 
the d e c l i n i n g t r e n d . 

H o w e v e r , t h e case s t u d y o f p a d d y 
f a r m e r s a f f e c t e d b y the C o l o m b o -
M a t a r a E x p r e s s w a y h i g h l i g h t s s o m e 
issues w h i c h c a n n o t be e x p l a i n e d i n the 
c u r r e n t d i s c o u r s e f o c u s e d o n 
p r o d u c t i v i t y a n d m a r k e t p r i c e s . 
Desp i te the l o w leve ls of p r o d u c t i v i t y 
a n d p r i c e s s h o w n i n t h e m a r k e t f o r 
p a d d y l a n d s , at t he h o u s e h o l d l e v e l 
t h e r e is a s u b s t a n t i a l l y d i f f e r e n t 
v a l u a t i o n o f th is a c t i v i t y . H o u s e h o l d s 
p l a c e a g r e a t e r v a l u e o n c u l t i v a t i n g 
the i r o w n r ice f o r c o n s u m p t i o n . T h e y 
feel that t he i r q u a l i t y o f l i fe has gone 
d o w n because they are n o w d e p e n d e n t 
o n " l o w - q u a l i t y " s to re b o u g h t r ice a n d 
also because they face t he u n c e r t a i n t y 
o f h a v i n g to face m a r k e t pr ices fo r the i r 
s t a p l e f o o d - a v a l i d c o n c e r n i n t he 
con tex t o f f o o d cr ises a n d o t h e r such 
v o l a t i l i t i e s i n t h e i n t e r n a t i o n a l 
e n v i r o n m e n t . T h e r e is a lso a sense o f 
loss d u e to the changes i n the t r ad i t i ona l 
l i f e s t y l e a s s o c i a t e d w i t h p a d d y 
c u l t i v a t i o n . T h e s e v a l u a t i o n s a r e 
r e f l e c t e d n o t so m u c h i n t he p r i c e s 
p r e v a i l i n g i n t h e m a r k e t f o r paddy -
l a n d s , b u t i n t h e r e l u c t a n c e a m o n g 
c u l t i v a t o r s to sel l the i r lands . 

T h e a c q u i s i t i o n o f w e t z o n e paddy -
l a n d s f o r t h e C o l o m b o - M a t a r a 
exp ressway p r o v i d e s a case s t u d y of the 
i m p l i c a t i o n s o f b a s i n g p o l i c y o n a 

B o x l 
a r k e t f o r P a d d y L a n d s i n the W e t Z o n e 

Dl: demand function in the land market 
SI : supply function in the land market 
PI: price at equilibrium 
Ql: quantity supplied at equilibrium price 

/ S 1 

Land acquisition / 

Dl \ 

P2 = Compensation P2 = Compensation 

PI — — — r = A ^ 

Ql Q2 
Land acquisition in effect shifts the demand curve out - resulting in 
higher price P2 (compensation) for that quantity of supply Q2. 

f l a w e d u n d e r s t a n d i n g o f e c o n o m i c 
t h e o r y . I n t h i s c a s e , d e s p i t e c l e a r 
i n d i c a t i o n s t h a t t h e r e i s n o w e l l -
f u n c t i o n i n g m a r k e t f o r p a d d y lands , the 
m a r k e t p r i c e , o r exchange v a l u e , w a s 
accepted as the t rue va lue a n d w a s used 
as t h e b a s i s f o r d e t e r m i n i n g 
c o m p e n s a t i o n . T h i s p o l i c y f o l l o w s a 
gene ra l t e n d e n c y a m o n g neoc lass ica l 
economis ts to focus o n 'exchange v a l u e ' 
b e c a u s e ' u s e v a l u e ' is m u c h m o r e 
d i f f i c u l t to m e a s u r e , b u t w h i c h has lead 
to a s i t u a t i o n w h e r e rea l i t y m u s t f i t i n t o 
the t heo ry , ra the r t h a n v ice-versa . T h e 
case o f w e t zone p a d d y fa rmers a f fec ted 
b y t he C o l o m b o - M a t a r a e x p r e s s w a y 
h i g h l i g h t s t h e n e e d t o e x p a n d t h e 
p o l i c y d i scou rse r e g a r d i n g a g r i c u l t u r e , 
a n d p a d d y f a r m i n g i n p a r t i c u l a r , 
b e y o n d p u r e l y e c o n o m i c concepts s u c h 
as p r o d u c t i v i t y a n d m a r k e t v a l u e , to 
enab le the i n c l u s i o n of such concep ts 
as pre ferences, pe rcep t i ons a n d va lues 
o f t he f a r m e r c o m m u n i t i e s - a n d f o r 
such concerns to be taken se r i ous l y b y 
p o l i c y m a k e r s . T h i s w o u l d b e a 
necessary p r e r e q u i s i t e i f d e v e l o p m e n t 
is to be b o t h p r o - p o o r a n d equ i tab le . 

' A u t h o r s g r a t e f u l l y a c k n o w l e d g e t h e 
c o m m e n t s a n d i n p u t m a d e b y 
N e r a n j a n a G u n a t i l l e k e , P r i y a n t h i 
F e r n a n d o a n d Sanjaya D e S i lva o n a n 
ear ly d r a f t o f th is paper . 
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