CHAPTER 1V
PADI MARKETING OPLRATIONS

The Soclety purchases and sells the padi of
both members and non-members. Padi marketing activities
are characterised by their seasonawllity anu are not a
year round activity, because of the seasonal nature of
padi harvesting. From 1961 to 1964 when only single
cropping was practised, the bulk of marketing was done
during the months of March, April and May. 1In 1965,
with the introduction of double-cropping there were two
marketing seasons, March to May, and October to
November. The bulk of the marketing activity usually
lasts from 2 to 24 months.

All padi marketing operations of the Society
are supervised by a special sub-committee of the
Socliety's management committee.

Marketing Employees

Because of the seasonaWility in padi marketing,
marketing employees are taken on only at marketing
seasons. These employees number 10 and are made up of
2 Weighing Clerks, 2 Accounts Clerks and 6 labourers.
The weighing and accounting employees are employed on a
month to month basias and the labourers on a plece-rate
vasis.

1Thase months however are not the same from
year to year. Harvests vary from year to year by as
much as 4 to 5 weeks, and the padi marketing activity
varies with this. For example, while ilhe main crop
of 1965 was Larvested in March, the 1966 main crop
was harvested in April, 1966.

2Accounta Clerks are paid $220 per month,
weighing olerks, $200 per month, and labourers are
paid 12 cents per rice-bag they handle.



3 The padi marketing operations of the Society
can be considered under two separate aspects: padl pur-
chasing and padi sales.

PADI PURCHASING

Padi is purchased outright from the farmers and
the Soclety takes title to the purchases. [he purchasing
capital used by the Society consists of the Society's
cash ir hand and in banks, and loans from the Tanjong
Karang Co-operative Rice Milling Union.® The Socisty's
own cash balances over the period 1961 to 1965 varied
from $41,000 in 1961 to about $27,000 in 1965. In addi-
tion loans from the Union were $20,000 in 1961; $15,000
in 1962 and $20,000 in 1963. No loans were taken in
1964 and 1965.

Packing and Grading of Padi Purcnases

Padi purchased from farmers is already packed
in jute bags with a capaclty of between 110 and 130 katis
each. These jute bags belong to the farmer and vhen a
padl purchase is made the farmer is given the same number
of empty bags by the Societly.

Padi purchased 1s not graded according to
quality by the farmer. The Society however undertakes
the inspection of padi prior to purchase,4 and after
the purchase no grading is done by the Soclsty either,
and all padl purchases are pooled together.

Iransport and Handling

Transport for purchases is provided Iree of
charge by the Soclety to both members and non-members.
The Soclety owns no lorries but hired lorries transport
padli from the farmers' houses to the Society.

Handling during all stages of padi-purchaa{ng
is provided by the Society and is ostensibly free ol
charge since farmers do not make a cash payment for

3For details see Chapter V.

4 : ' ecti f Padi Purchases
3ee section on Inspection o :
and Determination of peductions Made'o this chapter.



handling. Handling charges are however deducted ‘
the price paid to farmers.® ucted from

B storage

Padi purchased is seldom stored in the premises
of the Socliety for sales are usually made on the same
day as purchases. Padi is thuas seidom even unloaded
from the lorries, but sent straight to the purchasers.6

Storage facilities in the Society however exist
for emergencies like when lorries are not available.
The Society can store about 200 bags inside its premises
and sbout 400 bags outside the bulldings, under water-
proof tarpaulins. In the past however it haz been seldonm
found necessary to store padi outsice.

Purchasing Procedure

The purchasing employees sre divided into 2
~poups of 1 weighing clerk, 1 Accounting Clerx and 3
labourers per group. The procedure employed curing
purchasing can be summaried as follows:-

i) The lorry and the purchasing employees
call at the farmer's house. This
farmer has previously notified une
Society of his intention to sell padi

to it.

ii) Inspection of the padl to be purchased
is made, and deductigns for dirt and
molsture determined.

iii) Weighing of Padi.

ESae section on Prieing, this chapter.
6The purchasers are the Tanjong Karang Co-

operative Milling Union and the Selangor Rice-Millers
Association. See section on Padl Sales.

73@0 ssction on 'Inspection of padi ?urchaaea
and Determination cf Deductlons Made', this chapter.
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iv) Farmer is given a receipt of purchase
stating weigsht of padi solu to the
3ociety, the number of bags, and the
total amount of money due to him. This
receipt 1s the voucher for collection
of payment from the Soclety and to
collect empty rice bags in exchange
for those sent with the sale to the
Soclety.

inspection of Padi Purchases and Determination of
Deductions Made T -

Padl is inspected prior to purchase and deducw=
tions are made on the price for padl that <oes not con-
form to the definition of good dry padi.? Deductions
are made from the Cuaranteed Minimum Price for excessive
molsture econtent and dirt econtent. Inspection for dirt
content is made visually by the weighing clerk. Molsture
content is determined by a physical examination ot the
padi. This is contrary to a airective issued by the
Senior Co-operative Offieer, Kuala Selangor, requiring
all co~operative socletizs tov _use a moisture-mster in
determining moisture content.? Because no moisture meter
is used, determination of moisture content is very sub-
jective. In practice the Society makes deductions on
price varying from $1.10 on padl that is clean and dry
as defined above, to about $1.60 on padi that would show
a molsture content of 18-20% on the moisture-meter. A
further deduction of 2 katis is made for svery bag of
padi purchased to compensate for the weight of the
empty bag.

aThe definition of 'good dry padi' has been
given by the Trade pDivision of the Ministry of Comuerce
and Industry in a circular {ssued to tiie Society on 4th
December, 1963, regarding the 1964 padil season. The
definition reads:

". . . not exceeding 13% moisture content,
free of dirt, empty grains, husks, straw
and other foreign matter, and having the

grains fully matured."

gﬁircalar No. Co=0Op. P .K.13/51/Pt.1V/35 isgqed
by the Department of Co-operative Development specifies
that the Society should use & Scotmae~0xlay Instanta-
neous Moisture-Meter to determine moisture content.

- 33 =



Purchase Prices and Paymonts to Farmers

Over the period 1961 to 1965 the Government
Guaranteed Rice Price Scheme has been in force. The
Guaranteed Minimum Price (or (i M.P.) was 15 from 1961
to 1965, and Silﬁ in 1964 and 1965, These are the
prices paid for the delivery of good dry padl to the
l'anjonyg Karang Coeoperative Rice [illins rdion, 10 miles

In practice the price pald to farmers has never
veen the full amount of the guaranteed price. iieductions
on the guaranteed price for molature and: dirt corntent,
and marketing costs result in low prices peing pald to
farmers. Table 8 below shows the guaranteaed prices; the
actual prices recelved by farmers and the average padi
purchase price per plcul over the years lv8l to 1965.

TASLE 8
PADI PURCHASE PRICBS OF THe LOONG YIP

CO=0PsRATIVE RICE MILL SOCI&TY
1961 TO 1965

] Guarantecd | Range of Prices Average
Year Minimum Price | Paid to Faruers Price
Per Picul Per Picul Per Picul
1961 $15 $12.80 $1:.80
1962 $15 $12.80 »l2 .80
1963 $15 $12.60-$13,40 $13.00

Sourece: Padi Purchase Journals of the Loong Yip
Co-operative Rice Mill Soclety, 1961-1965.

the actual fixing of the upper and lower 1%mits of N
purchase price is done by the Jociety's padi marketing
subecommittee in conjunction with the other rice-mills
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in the Sekinchan arva. Meetlngs are held weekly and tho
range of purchase price is determined. This fixing of
vrices 1s done 1n reference to thie 3ocicty's current
sales prices and deductions made by the buyers of the
society's padl. In general, the greater the deductions
mace by these buyers, the lower are the prices pald to
tne farmers. A detailed analysis of pricing will be
~iven at the end of thias chapter.

~ Payments to farmers are always wade in cash and
tie voucher for payaentg ie the recelpt ol purchase
{ssuod by the Soclety.ll payments are collected from
s Doclety's offices and are made in full if ocash is
available, but sometimes, owing to cash shortages, only
ac.vances of about $10 per picul are made, ana the balance
is pald later.ll On rare occasions the cash shortage
uny be so great that even aivances cannot be made and on
aich ococasions farmers have to walt several days, some-
times a wesk, to collect thelr noney.

‘olume of Padi Purchases

Over the years 1961 to 1965 the volume of padi
purchases varied greatly from year to year, ranging
from 81,504.70 piculs in 1961 to 30,063,99 plculs in
1.64. Table ® below shows the annual purchase volumes
for the years 1961 to 1965 as well as the cost of these
urchases. The purchases show a downwarc trend since
i+l. Ihe increagse in 1968 is due to double cropping
iitroduced in that year. Otherwise the trend in pur-
chases is on a decline. |

ek

loTo enable the calculation of patronage divi-
“ends on padi sales, the receipt issued to members is
“iffepent from the cone 1ssuec .o nonemembers. One copy
~{ tnis receipt, statin, tne name of tiie meumber and
. mmount of padi sold to the cociety 18 retailned Dby
the Socletye. q

llCQSh shortages occur whenever the Tan jony
“arang Co=opbérative Miliing Union or the Selangor Rice
“illers Association, who are both the buyers of the
toclety's padi, delay payment to the Socliety.
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TABLE 9

PADI P‘UR CHABRD  BY 't LOORG  YIP
CO-OPERATIVE RICk F1LL G(OCIsTY
196l - 1w6d

= 1 b = = (-8 —ScHbs toleps st s 1
Year | Amount ot Padl Purchused | cost ol Furchases
(“pross Wolght) (riculs) o)
190l 8l,004.70 | 1,044,555.14
1062 59,806.41 V'10,466.80
1963 58,054 ,39 478,391,10
1365 45,106.00 625,315.10

Jource: Audit Reporte of the Loong Yip Co=operative
Rice N1ill Society, 1961-196b, by Lim Yeok
shin : Co.

This decline in purchases since 190l 1is
.ttributed by the Socliety to competition from black=-
curketeers. These blackiarketecers offer hhlgher prices
usually about 10 cents abtove the Soclety's prices, B
in¢ make prompt cash payments at the timce ol purchase .1«
“ost of the people selling padl to plackmarketeers are
nonemembers of the Soclety who formerly usec to sell

slackr.arketecrs are atble Lo pay nizher prices

.cause of low overheaas. Lhey also attract farmers
Lcsause they offer prompt paymont in full. Ib is rumour-
=2 that these blackmarketeers arc really the agents of
e private rice mills in iuala Luwp.r who have been
~xperiencing a shortage ol supply of padi. In 1965
competition from blackmarketoers was 80 seVere tnat‘the
~oclety's padi marketlng pusiness suffersd a loss of
sore than $4,200. (See Chapter v).
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' to tne Jociety. The Soclety coes not envisage that the
" grnual amount of padi purchuge in the future will fall

very much below 45,000 picula. Also, unless the
Soclety's membership increases or the procuctivity of
tne (armers increaseés, no suuvstantial increase in the
volume of padi purchases is expacted.

PALT _ GALES

| All padl purchased ls solu Ly the Society to
 buyers. rhese are the Tanjon: Karan: Jo-operative
2ice Milling Unlon and the Selangor Rice Millers Asso-
sintjion.d?® All padi sold is to the union or through
“ne inlon to the Selangor Rice Millers Association
(~enceforth referred to as 'private millers';. Ko
sirect sale »f padi by the Society to the private millers
ia permitted. This is because the Union has sole rights
ifor rice milling in the Tanjony Karang alstrict. In
vormal times, padi is only sold to private millers if
the Union is unable to buy from the 3oclety for any
roason, and sales to private uillers cun only be mace
with tne approval of the union.l4 |

cucking, srading and fransport

o b

Padi purchased by tne Hociety is not repacked
or sraded in any way after purchase. Also no differen-
iaiion 1s made between the ailterent varietiovs o1r paal
“funted in Sekinchan.

“ransport to the union 111 is by lorry and
v cost is borne by the 3oclety. rpansport char es
ot to between 2B and 30 cents but arc Lot pald
circetly by the Society. The cost of transport is paild
5, e Union and decucted from the price of nadi pald
Lo the Society. 1In the casc of sales to private millers

R

e o W 5 - T e - “ -

léThis association is made up ol S rice.milla
ir; Kuala Lumpur. They are the iHaji Aumgd iice rnill Co.
ii¢., Lin Seng Rice iill Co. Lta. and tue Selangor @ice
11 0. Ltd. ho contract exists oeiween tue Society
snce the Selaugor Rice millers Association but tnere is
i agreement between the 2 parties concerning the terms
51 gale,

14, iety's pad. ) rermnit is onl
The Socliety's padl transport pernuli y
un to Tanjong Karang. ARy paci sola to privgte'yillara
can only be transported with a tranqurt psg@it issued
;v the Tanjony Karang Co-operative Millling Union.




in ARuala Lumpur, the cost ol Lransport {rom the Society
to the Union Mill is borne by tiie Society, but transport
sosts from Tanjong Kagang to huals Lumpur are borne by
tie private millers .10

DeGuc Ltions

Deductivns vased on Lue ;ross w:il hit sold by
tie “oclety are made by the purashasersm for molsture
content in excess ol 1% and for dirt, In actual prac-
lce no molsture metser is used by tie purchasers and
e uctermination of moisture and dirt content of the
sacl is cdone physically. 'The purchasera tiereiore have
o way oi knowling it the molsturs content is 13%» or
iv18. 1n practice a flat deduction rate of 7 to 104 is
sacde on all prail purchases (rom tne Soclety to compen-
gute for dirt and molesture. A furtner deduction ol 2
tutis per bag of paul is made for tne weipgnt o1l the
snpty rice bag.l® The price paild to the Society is
casea on net weipht less thie avove deauclions. Tne
soductions made on an avera§e lorry losa of padi by the
nion 17111 are as tollows:-17

Gross welght of paai in 77 bags 1056.80 piculs

Deductions:

2 katis per bug tor rcls
wel,ht of emply bags 1.44
% Deuuction for dirt o
ana moisture vev0 10,94 piculs

B el

Net weight on which pujuient -
is made V4480 plculs

. t4ils of pricing will be studicc later in tnis chapter.

o . g A . A 5 M Lo,

EE NI R —

lsﬁlauae 1 of the sagreement CeLWe Ok thg Socliety
w0 the Selungor Rice Mlillers Asxccigti@nyreparaing
anuport rcada: "... Lorry charges irom Tun jonp Karang

o N . eV . ; * "
. fuala Lumpur will be bormne by the purciases.

lsﬁmpty rice bags are returned tu tiie Soclety
thhe purchasers.

17The source of this inrcrﬂatiou‘ig Qnaacrkbhe
suny receipts of purchase issuec 1O tne Swelety by the

‘;t;ui.On FMill. '
i - ::58 -



Prices ana Payments for Sale of Padl

of the guaranteed price.

undertakes the transport.

over the years 1881 to 1960.

) Although the Soclety undertakes the delivery
of pad! to the Umnion M1ll, the prices pald to it, even
or: net weight less deductions, are not the full amount

‘ Transport charges are deduct-
ed and paid by the Union to the tranapor; company whicn

| Prices paid vary with the cost of transport.
ravle 10 shows the guaranteed price, the price pald to
tie poclety and transport charges per picul of padi,

day between

for transport charygeé
represent the most ¢

20 and 30 cents.
s given above
omnon transport

TAsLe 10
PRICES OF PADI SALkS BY THE LOON:
YIP CO-OPERATIVe RICk MILL SOCILTY,
1961 - 1960
ol sl -y et A oA TR IITE ISR frrngimimeleuiiainve ity B~ o :*:-:::.::;:‘:::_::::
Net Price
Transport Pala Per
Juaranteed Charge to Picul to
Year ¥inisum Price | Union Mil Society
($) ($) ($)
1961 15 0.30 14.70
1962 15 0,50 14,70
1965 15 0.25 14.75
1964 16 0.20 15.80
1965 16 0.20 15.80
source: Padi Sales Journals of the wLoong Yip )
Co-operative Rice Mill Soclety, 1901=1965.
liote: Transport charges may vary from day to

The fizures

charge for eacn year.




Payments for padi purchases are alwavas .

cashi whether the purchaser is the union K:illg; g;g;ati
~illers. However the system used i3 not full‘paymgnt
alter each purchase. The Union pays every b or 6 days
4 sum ranging from $20,000 to $30,000 for padi purch;aau
from the 3ociety. At the end of the marketing season
cither the Union Mill will owe aome maney to the ’
soclety, or the 3ociety will have a cash balanse due to
the Unlon M1ll. This amount outstanding is settled.

volume of Padi Sales

___ The volume of padi sales over the years 1961
Lo 1960 varled greatly because of similar variations
in the volume of purchases: Records of padi sules
10w only net weights of pudi sold, thut is, less
211 deductions made by the purchascrs. The difference
rctween the gross purchases of the Soclety and its
ni:t sales may be taken to represent the total deduc-
tions made by the purchasers. Table 1l below shows
tiie volume of padl sales over the years 1961 to 1965,

TABLE 11

PADI SALKS OF THE LOONG YIP CO-OPERATIVE
RICE MILL SOCIETY, 19861 TO 1965

SR A MR NS IRSBSRERR XSS NETEASEIEB IO LOOND . R ne s s REe

Year Net Sales Net Sales
'Piculs) (%)
1961 73,823.72 1,085,718.14
1962 54,408.20 798,158 .38
18683 33,289.34 491,846.02
1964 27,312.61 429,795.50
1985 40,293.68 637,526 .8

Source: Audit Reporte of the Loonyg Yip Co-
operative Rice Mill Society, 1¥Gl

to 1965, by Lim Yeok 3hin .
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Sales may be further classified ec ing
. stination - the Uniom Mill or the srivate willece
in huala Lumpur. Data is however available only for
0 3 years 1962, 1963 and 1965. Table 12 below s'iows
tia classification of sales -y destinetion. efore
(6L, the Soclety's sales to private millers exceeded
©ilos to the Unlon, the volume sold to private millersa
ceing about 3 times as much as that sold to the Union.
.n 1964 however, a new mill was built vy tie i nion
wilen would enable it to hanule a greater capacity and
i 1960 sales to the Unlon greatly exceedsd sules to
rivate millers. '

TApLl 1%

LOONG  YIP CO=OPLRATIVe RICK KILL SOCIETY:
CLASSIFICATION OF PADI  5ALbS

3Y DBSTINATION

YR RSN ES TSN ERCEE N PR IRRE DD O SR R e
Total Sales to sales to

‘oar Net Sales Union Mill frivate .illers
(Pioculs) (Piculs) (Piculs)
1u6e 52,408,20 13,910.66 40,497 .54
1v8d 33,280 .54 10,566.58 22,722,776
1965 40,299 .68 25,384 .26 16,90 ,42

Source: Audit Reports of the Loong Yip Cou-operatlve

Rice Mill Society, 1962, 1863 1965 by
Lim Yeok Shim ' Co.

“h0 difference betweem gross purchases &and net sules
would represent the total amount of padil lost turou,
tecuctions for moisture and dirt contents. Table 13
hslow shows the amount of deductions made by the pur-
chasing mills and the average percentage deduction
sorne by the Society over the years 1961 to 1965.

The amount of padi lost through thasa‘deduc-
ilons is substantial. No paymemt is received {rom
ts purchasers on the amount deducted.
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TABLE 13

D:DUCTIONS ON SALLS 0F PADI &Y
TEE LOONG YIP CO-OPLRATIV: RICE
MILL SOCIETY, 1961 TO 1965

SESUERTEBA S ommo s osisomsaa o men es o cmesm
Jear Amount of Percintage

Padil Deaucted

(Piculs)

1961 7,680,98 Yed
1962 5,598.21 2
1963 2,745,006 7+6%
1964 2,741.38 2.1%
1965 4,812,352 10,60%

source: Awudit Reports of the j.oong Yip Ceeoperative
Ries Mill Society, 1961 to 1965, by Lim
Yfeck Shin % Co.

“ALYSIS OF PRICING

The upper limit of the priece of padi is the
“uaranteed Minimum Price (G.M.P.). The low prices
pala to farmers reflect the amount pald for different
narketing ser.iees. Although the Soclety purchases
rucl outright from the famers, all marketing costs and
ietuctions made on the padi sales of the Soclety are
ultimately borme by the farmer. For the rarmer:
arxeting 1s not completed when he sells his padi to
thie Society. The price he receives will ve net ol
lorry charges to Tanjong Karang, handling charges,
inu lesms the eurrent deducstion rate beiny made by the
“anjong Karang Co-operative Milling Union and the
“#langor Rice Millers Assoclation.

As the Guaranteed Minimum Price is the upper
liwit and {s fixed, market forces of supply and
~emand do nmot aect directly on price, but on the deduc-
.ions made on gross weight by the purchasers of the
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31¥ soclety's padi. At the height of the padi season, when
there is an enormous amount of padi available, the

ceduction rate on gross weight of padi purchases is

high, as much as 11% in 1965. Towards the end of the
secason, seareity of asupply forces the deduction rate
11()331'. to '7‘.

This deduction on weight is translated into
aeduction on prics pald by the Soclety to the farmers.
“nere 1s no direoet correlation between deductions made
.y the purchasers of the Scelety's padi and the price
that farmera receive. Generally however, the higher
the dedustions prasctised by these final buyers, the
lower the priece received by the farmers.

To ensure that a sufficient margin of the
srice goes to the Soelety, the Soclety in conjunetion
with the sosmittees of the other co~operative rise
1:11ls in Sekineham fixes the ramge of prices to be paid.
“he margim to the Seeciety on sales of padi remained
fairly stable im 1965, varying from 30 to 38 cents per
picul.

Given below are 2 pricing situations, one at
the beginning and the other at the end of the main padi
season of 1985.

Pricing at Height of Season

Price at Soeiety's Level (per picul) $
Guaranteed Minimmm Price 16.00
Transport eharges to Tanjong Karang -20
Price pald on net sales of Society }E:gg

‘rice at Farmers Level (per piocul)

Price received by Society on net sales 156.80
Deduction of 10% on $15.80 to
compensate for deductions on

SOQiQt’!' '&1“ . e % & 8 e e s © ¢ o _’1.58

14.22
.2
14.10

Handling charges . . « o « =« ¢ ¢ ° ° °
' 13.80

Price paid to Famrers o « - o ¢ ° ¢ °
Gross margin to Soclety . ¢ o o - ¢ - 2o



PrictggmwTouards End of Season

"rice at Society's level (per picul) $

suaranteed Minimum Price . . . . . . 16.00
Transport charges to Tanjong Karang 20
Price paid om net sales of Society 15.80

’ kg 3]

rice at Farmers level (per picul)

Price reeeived by SOeietg on net sales 15.80
Deduction of 7% on $15.80 to compensate

for deductions on Society's sales 1,10
14.70
Ha!.dling MEE' s & & & 3 & 5 & = ,12
14.58
Priece pald to Parmers . . . . . & 14,20 v~
Gross margin to Society . . . . . 38

The gross margin to the Society was fairly
stable in 1965 because of the range of prices paid to
farmers. However, im 1961 and 1962 for example, when
the price paid to farmers was a flat rate of $12.80
per picul, the gross margin to the Soclety varied
from about 31 eemntes per pioul at the helght of the
season to 54 cents per picul towards the end of the
364801 . :
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